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(incorporated with limited liability under the laws of the Cayman Islands)

U.S.$1,000,000,000 Multicurrency Trust Certificate Issuance Programme

Under the U.S.$1,000,000,000 multicurrency trust certificate issuance programme (the “Programme”) described in this Base Prospectus (the “Base
Prospectus”), Mumtalakat Sukuk Holding Company (in its capacity as issuer and trustee, the “Trustee”), subject to compliance with all relevant laws,
regulations and directives, may from time to time issue trust certificates (the “Certificates”) denominated in any currency agreed between the Trustee and
the relevant Dealer(s) (as defined below).

Certificates may only be issued in registered form. The maximum aggregate nominal amount of all Certificates from time to time outstanding under the
Programme will not exceed U.S.$1,000,000,000 (or its equivalent in other currencies, calculated as provided for in the Dealer Agreement described herein),
subject to increase as described herein.

The Certificates may be issued on a continuing basis to one or more of the Dealers specified under “Overview of the Programme” and any additional
Dealer(s) (each a “Dealer” and together, the “Dealers”) appointed under the Programme from time to time by the Trustee and Bahrain Mumtalakat Holding
Company B.S.C. (c) (the “Obligor” or “Mumtalakat”)), which appointment may be for a specific issue of Certificates or on an ongoing basis. References
in this Base Prospectus to the “relevant Dealer(s)” shall, in the case of an issue of Certificates being (or intended to be) subscribed by more than one
Dealer, be to all Dealers agreeing to subscribe to such Certificates.

An investment in Certificates issued under the Programme involves certain risks. For a discussion of the principal risk factors that may affect the
ability of the Trustee to fulfil its obligations under the Certificates, see “Risk Factors”.

The Certificates to which this Base Prospectus relates may be illiquid and/or subject to restrictions on their resale. Prospective purchasers of the Certificates
offered should conduct their own due diligence on the Certificates. If you do not understand the contents of this Base Prospectus you should consult an
authorised financial adviser.

Each Series (as defined herein) of Certificates issued under the Programme will be constituted by: (i) a master declaration of trust (the “Master
Declaration of Trust”) dated 30 October 2014 entered into by the Trustee, the Obligor and Citibank, N.A., London Branch as delegate of the Trustee (in
such capacity, the “Delegate”); and (ii) a supplemental declaration of trust (each a “Supplemental Declaration of Trust”) in relation to the relevant Series.
Certificates of each Series confer on the holders of the Certificates from time to time (the “Certificateholders”) the right to receive payments (as more
particularly described herein) arising from the assets of a trust declared by the Trustee in relation to the relevant Series (the “Trust”).

This Base Prospectus has been approved by the Central Bank of Ireland as competent authority under Directive 2003/71/EC, as amended (which includes
amendments made by Directive 2010/73/EU), to the extent that such amendments have been implemented in the relevant member state of the European
Economic Area (an “EU Member State”) (the “Prospectus Directive”). The Central Bank of Ireland only approves this Base Prospectus as meeting the
requirements imposed under Irish and European Union (the “EU”) law pursuant to the Prospectus Directive. Application has been made to the Irish Stock
Exchange plc for the Certificates issued under the Programme during the period of 12 months from the date of this Base Prospectus to be admitted to the
official list (the “Official List”) and to trading on its regulated market (the “Main Securities Market”). Such approval relates only to the Certificates
which are to be admitted to trading on a regulated market for the purposes of Directive 2004/39/EC of the European Parliament and of the Council on
markets in financial instruments ( “MiFID”) and/or which are to be offered to the public in any EU Member State.

References in this Base Prospectus to Certificates being listed (and all related references) shall mean that such Certificates have been admitted to listing
on the Official List and to trading on the Main Securities Market or, as the case may be, another MiFID regulated market as may be specified in the
applicable final terms relating to the relevant Series (the “applicable Final Terms”). The Main Securities Market is a regulated market for the purposes
of MiFID. However, unlisted Certificates may be issued pursuant to the Programme. The Final Terms in respect of the issue of any Certificates will specify
whether or not such Certificates will be listed on the Official List and admitted to trading on the Main Securities Market (or any other stock exchange).

Each Series of Certificates will initially be represented by a global certificate in registered form (a “Global Certificate”). Global Certificates will be
deposited on the relevant issue date with, and registered in the name of a nominee for, a common depositary (the “Common Depositary”) on behalf of
Euroclear Bank S.A/N.V. (“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”). The provisions governing the
exchange of interests in Global Certificates for definitive Certificates are described in “Summary of Provisions relating to the Certificates while in Global
Form™.

The Programme has been rated BBB by Standard & Poor’s Credit Market Services Europe Limited, a division of the McGraw-Hill Companies Inc.
(“Standard & Poor’s”) and BBB by Fitch Ratings Ltd.(“Fitch”). Both Standard & Poor’s and Fitch are established in the EU and registered under
Regulation (EC) No 1060/2009, as amended (the “CRA Regulation”).

Series of Certificates (as defined in “Overview of the Programme — Method of Issue”) to be issued under the Programme will be rated or unrated. Where
a Series of Certificates is to be rated, such rating will not necessarily be the same as the rating assigned to the Programme or Certificates already issued.
Where a Series of Certificates is rated, the applicable rating(s) will be specified in the applicable Final Terms. Whether or not a rating in relation to any
Series of Certificates will be treated as having been issued by a credit rating agency established in the European Union and registered under the CRA
Regulation will be disclosed in the applicable Final Terms.A rating is not a recommendation to buy, sell or hold securities and may be subject to revision,
reduction, suspension or withdrawal at any time by the assigning rating agency.

The transaction structure relating to the Certificates (as described in this Base Prospectus) has been approved by the Executive Shariah Committee of HSBC
Saudi Arabia Limited, the Sharia Supervisory Committee of BNP Paribas, Dr Hussein Hamid Hassan, the Shari’a advisor of Deutsche Bank AG, London
Branch and the Shari’a Supervisory Committee of Standard Chartered Bank. Prospective Certificateholders should not rely on such approvals in deciding
whether to make an investment in the Certificates and should consult their own Shariah advisers as to whether the proposed transaction described in such
approvals is in compliance with their individual standards of compliance with Shariah principles.

Dealers

HSBC Bank plc, BNP PARIBAS, Deutsche Bank, MUFG, Standard Chartered Bank

Arranger for the Programme
HSBC Bank plc

The date of this Base Prospectus is 30 October 2014






This Base Prospectus comprises a base prospectus for the purposes of Article 5.4 of the Prospectus Directive
and for the purpose of giving information with regard to the Trustee, the Obligor, the Obligor and its
subsidiaries and affiliates taken as a whole (the “Group”) and the Certificates which, according to the
particular nature of the Trustee, the Obligor, the Group and the Certificates, is necessary to enable investors
to make an informed assessment of the assets and liabilities, financial position, profit and losses and
prospects of the Trustee and the Obligor.

The Trustee and the Obligor accept responsibility for the information contained in this Base Prospectus. To
the best of the knowledge of the Trustee and the Obligor (each having taken all reasonable care to ensure that
such is the case) the information contained in this Base Prospectus is in accordance with the facts and does
not omit anything likely to affect the import of such information. This Base Prospectus should be read and
construed together with any amendments or supplements hereto and, in relation to any Series of Certificates,
should be read and construed together with the applicable Final Terms.

No person has been authorised to give any information or to make any representation other than those
contained in this Base Prospectus in connection with the Programme or the issue or sale of the Certificates
and, if given or made, such information or representation must not be relied upon as having been authorised
by the Trustee, the Obligor, the Arranger or any of the Dealers. Neither the delivery of this Base Prospectus
nor any sale made in connection herewith shall, under any circumstances, create any implication that there
has been no change in the affairs of the Trustee or the Obligor since the date hereof or the date upon which
this Base Prospectus has been most recently amended or supplemented or that there has been no adverse
change in the financial position of the Trustee or the Obligor since the date hereof or the date upon which
this Base Prospectus has been most recently amended or supplemented or that any other information
supplied in connection with the Programme is correct as of any time subsequent to the date on which it is
supplied or, if different, the date indicated in the document containing the same.

In the case of any Certificates which are to be admitted to trading on a regulated market within the European
Economic Area (the “EEA”) or offered to the public in an EU Member State in circumstances which require
the publication of a prospectus under the Prospectus Directive, the minimum specified denomination shall
be €100,000 (or its equivalent in any other currency as at the date of issue of the Certificates).

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy the Certificates
in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.
The distribution of this Base Prospectus and the offering or sale of the Certificates in certain jurisdictions
may be restricted by law. The Trustee, the Obligor, the Arranger and the Dealers do not represent that this
Base Prospectus may be lawfully distributed, or that the Certificates may be lawfully offered, in compliance
with any applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption
available thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the Trustee, the Obligor, the Arranger or the Dealers which is intended
to permit a public offering of the Certificates or the distribution of this Base Prospectus in any jurisdiction
where action for that purpose is required. Accordingly, no Certificates may be offered or sold, directly or
indirectly, and neither this Base Prospectus nor any advertisement or other offering material may be
distributed or published in any jurisdiction, except under circumstances that will result in compliance with
any applicable laws and regulations Persons into whose possession this Base Prospectus comes are required
by the Trustee, the Obligor, the Arranger and the Dealers to inform themselves about and to observe any such
restrictions.

In particular, the Certificates have not been and will not be registered under the United States Securities Act
of 1933, as amended (the “Securities Act”). Subject to certain exceptions, Certificates may not be offered,
sold or delivered within the United States or to or for the account or benefit of, U.S. persons (as defined in
Regulation S under the Securities Act (“Regulation S)) , except pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act and applicable state securities
laws. Each purchaser of the Certificates is hereby notified that the offer and sale of Certificates to it is being
made in reliance on the exemption from the registration requirements of the Securities Act provided by
Regulation S. There are also restrictions on the distribution of this Base Prospectus and the offer or sale of
Certificates in the United Kingdom, the UAE (excluding the Dubai International Financial Centre), the



Dubai International Financial Centre, the Kingdom of Bahrain, Saudi Arabia, Qatar, Kuwait, Japan, Hong
Kong, Malaysia, Singapore and the Cayman Islands (see “Subscription and Sale”).

This Base Prospectus does not constitute an offer of, or an invitation by or on behalf of the Trustee, the
Obligor, the Arranger or the Dealers to subscribe for, or purchase, any Certificates. None of the Dealers, the
Arranger, the Trustee or the Obligor makes any representation to any investor in the Certificates regarding
the legality of its investment under any applicable laws. Any investor in the Certificates should be able to
bear the economic risk of an investment in the Certificates for an indefinite period of time.

To the fullest extent permitted by law, none of the Arranger or the Dealers accept any responsibility for the
contents of this Base Prospectus or for any other statement made, or purported to be made, by the Arranger
or a Dealer or on its behalf in connection with the Trustee, the Obligor or the issue and offering of the
Certificates. The Arranger and each Dealer accordingly disclaims all and any liability whether arising in tort
or contract or otherwise (save as referred to above) which it might otherwise have in respect of this Base
Prospectus or any such statement. Neither this Base Prospectus nor any other such statements are intended
to provide the basis of any credit or other evaluation and should not be considered as a recommendation by
any of the Trustee, the Obligor, the Arranger or the Dealers that any recipient of this Base Prospectus or any
other such statements should purchase the Certificates. Each potential purchaser of Certificates should
determine for itself the relevance of the information contained in this Base Prospectus and its purchase of
Certificates should be based upon such investigation as it deems necessary. None of the Arranger or the
Dealers undertakes to review the financial condition or affairs of the Trustee or the Obligor during the life
of the arrangements contemplated by this Base Prospectus nor to advise any investor or potential investor in
the Certificates of any information coming to the attention of the Arranger or any of the Dealers.

The Certificates may not be a suitable investment for all investors. Each potential investor in any Certificates
must determine the suitability of that investment in light of its own circumstances. In particular, each
potential investor should:

(i)  have sufficient knowledge and experience to make a meaningful evaluation of the relevant
Certificates, the merits and risks of investing in the relevant Certificates and the information contained
in this Base Prospectus or any applicable supplement;

(i)  have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant Certificates and the impact such investment
will have on its overall investment portfolio;

(iii))  have sufficient financial resources and liquidity to bear all of the risks of an investment in the relevant
Certificates, including where any Dissolution Distribution Amount or Periodic Distribution Amount
(each as defined herein) payments are payable in one or more currencies, or where the currency for
Dissolution Distribution Amount or Periodic Distribution Amount payments is different from the
potential investor’s currencys;

(iv)  understand thoroughly the terms of the relevant Certificates and be familiar with the behaviour of any
relevant indices and financial markets; and

(v)  be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
economic and other factors that may affect its investment and its ability to bear the applicable risks.

The Certificates are complex financial instruments and such instruments may be purchased as a way to
reduce risk or enhance yield with an understood, measured, appropriate addition of risk to their overall
portfolios. A potential investor should not invest in Certificates which are complex financial instruments
unless it has the expertise (either alone or with the help of a financial adviser) to evaluate how the Certificates
will perform under changing conditions, the resulting effects on the value of such Certificates and the impact
this investment will have on the potential investor’s overall investment portfolio.

EACH PROSPECTIVE INVESTOR IS ADVISED TO CONSULT ITS OWN TAX ADVISER, LEGAL
ADVISER AND BUSINESS ADVISER AS TO TAX, LEGAL AND BUSINESS AND RELATED
MATTERS CONCERNING THE PURCHASE OF THE CERTIFICATES. IN PARTICULAR,
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PROSPECTIVE INVESTORS SHOULD DETERMINE WHETHER AND TO WHAT EXTENT (I)
THE CERTIFICATES ARE LEGAL INVESTMENTS FOR THEM, (II) THE CERTIFICATES CAN
BE USED AS COLLATERAL FOR VARIOUS TYPES OF BORROWING AND (III) OTHER
RESTRICTIONS APPLY TO THEIR PURCHASE OR PLEDGE OF ANY CERTIFICATES.
FINANCIAL INSTITUTIONS SHOULD CONSULT THEIR LEGAL ADVISERS OR THE
APPROPRIATE REGULATORS TO DETERMINE THE APPROPRIATE TREATMENT OF THE
CERTIFICATES UNDER ANY APPLICABLE RISK-BASED CAPITAL OR SIMILAR RULES.

A copy of this Base Prospectus has been submitted and filed with the Central Bank of Bahrain. Filing
of this Base Prospectus with the Central Bank of Bahrain does not imply that any Bahraini legal or
regulatory requirements have been complied with. The Central Bank of Bahrain has not in any way
considered the merits of the Certificates to be offered for investment whether in or outside of Bahrain.
Neither the Central Bank of Bahrain nor the Bahrain Bourse assumes responsibility for the accuracy
and completeness of the statements and information contained in this Base Prospectus and each
expressly disclaims any liability whatsoever for any loss howsoever arising from reliance upon the
whole or any part of the contents of this Base Prospectus. The Obligor, together with any local agent
or adviser, accepts responsibility for the information contained in this Base Prospectus. To the best of
the knowledge of the Obligor (having taken all reasonable care to ensure that such is the case) the
information contained in this Base Prospectus is in accordance with the facts and does not omit
anything likely to affect the import of such information.

In connection with the issue of any Series (as defined in “Overview of the Programme — Method of
Issue”), the Dealer or Dealers (if any) named as the stabilising manager(s) (the “Stabilising
Manager(s)”’) (or any person acting on behalf of any Stabilising Manager(s)) in the applicable Final
Terms may over-allot Certificates or effect transactions with a view to supporting the market price of
the Certificates at a level higher than that which might otherwise prevail. However, there is no
assurance that the Stabilising Manager(s) (or any person acting on behalf of any Stabilising Manager)
will undertake stabilisation action. Any stabilisation action may begin on or after the issue date of the
relevant Series and, if begun, may be ended at any time, but it must end no later than the earlier of 30
days after the issue date of the relevant Series and 60 days after the date of the allotment of the
relevant Series. Any stabilisation action or over-allotment must be conducted by the relevant
Stabilising Manager(s) (or any person acting on behalf of any Stabilising Manager(s)) in accordance
with all applicable laws and rules.

CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS

This Base Prospectus contains “forward-looking statements” — that is, statements related to future, not
past, events. In this context, forward-looking statements often address the Obligor’s and the Group’s
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expected future business and financial performance, and often contain words such as “expect”, “anticipate”,
“intend”, “may”, “plan”, “believe”, “seek™ or “will”. Forward-looking statements by their nature address
matters that are, to different degrees, uncertain. For the Group, particular uncertainties that could adversely
affect its future results include: the behaviour of financial markets and macro-economic conditions,
including fluctuations in interest, profit and exchange rates, commodity and equity prices and the value of
financial assets; continued volatility and further deterioration of the capital markets; the commercial and
consumer credit environment including credit risks and, in particular, the impact of a higher level of credit
defaults arising from adverse economic conditions, the impact of provisions and impairments and
concentration of the Obligor’s portfolio of financing and investment assets; liquidity risks, including the
ability of the Obligor to meet its contractual and contingent cash flow obligations or the inability to fund its
operations; the impact of laws and regulation (including any change thereto) and regulatory, investigative and
legal actions; strategic actions, including acquisitions, disposals and future integration of acquired businesses
and government policy affecting the Obligor’s business activities; future financial performance of the
banking, financial services and Islamic finance industries; and numerous other matters of national, regional
and global scale, including those of a political, economic (in particular, the economic outlook of Bahrain),
business and competitive nature. These uncertainties may cause the Obligor’s actual future results to be
materially different than those expressed in its forward-looking statements. Although the Obligor believes
that the expectations, estimates and projections reflected in the Obligor’s forward-looking statements are
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reasonable, if one or more of the risks or uncertainties materialise including those which the Obligor has
identified in this Base Prospectus, or if any of the Obligor’s underlying assumptions prove to be incomplete
or inaccurate, the Obligor’s actual future results may be materially different than those expressed in its
forward-looking statements.

The forward-looking statements in this Base Prospectus speak only as at the date of this Base Prospectus.
Additional factors that could cause actual results, performance or achievements to differ materially include,
but are not limited to, those discussed under “Risk Factors”. Without prejudice to any requirements under
applicable laws and regulations, the Obligor expressly disclaims any obligation or undertaking to
disseminate after the date of this Base Prospectus any updates or revisions to any forward-looking statements
contained herein to reflect any change in expectations thereof or any change in events, conditions or
circumstances on which any forward-looking statement is based.

CERTAIN PUBLICLY AVAILABLE INFORMATION

This Base Prospectus includes a map of Bahrain, statistical data and macroeconomic information regarding
Bahrain for the periods indicated (comprising information on unemployment levels, the national income, the
real Gross Domestic Product (“GDP”), the consumer price index and inflation, price levels, average monthly
wage rates, foreign direct investment levels, the balance of payments, the crude oil and oil refining industries,
the banking industry, foreign reserves, the budget, domestic liquidity, Bahrain Bourse transactions and the
Government’s equity holdings in local and foreign companies) and information regarding clearing and
settlement of the Certificates under the following headings: “Overview of Bahrain”, “Economy of Bahrain”
and “Public Finance”. This information has been extracted from public information and information
provided by the following and, in each case, the relevant source of such information is specified where it
appears under those headings:

(a)  the International Monetary Fund (in the case of “Economy of Bahrain™);

(b)  the Ministry of Finance (in the case of “Economy of Bahrain” and “Public Finance”);
(c)  the Central Informatics Organisation (in the case of “Economy of Bahrain”);

(d)  the CBB (in the case of “Economy of Bahrain™);

(e)  the General Organisation for Social Insurance and Civil Service Bureau (in the case of “Economy of
Bahrain™);

() the National Oil and Gas Authority (in the case of “Economy of Bahrain’); and
(g) the Survey & Land Registration Bureau (in the case of “Overview of Bahrain”).

The Obligor and the Trustee confirm that such information has been accurately reproduced and that, so far
as it is aware, and is able to ascertain from information published by each of the relevant sources, no facts
have been omitted which would render the reproduced information inaccurate or misleading. None of the
sources and websites referred to form part of this Base Prospectus.

Information contained in this Base Prospectus relating to publicly listed portfolio companies of the Obligor
has been obtained primarily from publicly available information. The information included in relation to
these portfolio companies has been obtained from public sources, including the websites of the portfolio
companies and their subsidiaries and the annual reports of such companies. The websites and sources from
which such information has been obtained do not form part of this Base Prospectus. The Obligor and the
Trustee confirm that such information has been accurately reproduced and that, so far as it is aware, and is
able to ascertain from information published by the relevant sources, no facts have been omitted which
would render the reproduced information inaccurate or misleading.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

Presentation of Financial Information

The Trustee is an exempted company established in the Cayman Islands. No financial statements for any
period have been prepared in respect of the Trustee.

The audited consolidated financial statements of the Obligor contained in this Base Prospectus for the
financial years ended 31 December 2013, 31 December 2012 and 31 December 2011 have been prepared in
accordance with the International Financial Reporting Standards (“IFRS”). The unaudited interim
condensed financial information of the Obligor for the six month period ended 30 June 2014 contained in
this Base Prospectus (have been prepared in accordance with the International Accounting Standard 34
(IAS34) . Certain financial information (including percentages) included in this Base Prospectus has been
rounded and, as a result, the totals of the information presented may vary slightly from the actual arithmetic
totals of such information.

In this Base Prospectus, unless otherwise specified or the context otherwise requires, references to “$”,
“U.S.$”, “USD” and “dollars” are to U.S. dollars and references to “Bahraini dinars” and “BD” are to the
lawful currency for the time being of Bahrain. This Base Prospectus contains a conversion of certain BD
amounts into dollars at specified rates solely for the convenience of the reader. The Bahraini dinar has been
pegged to the U.S. dollar at a fixed exchange rate of BD 0.376 = U.S.$1.00 and, accordingly, unless otherwise
indicated, dollar amounts in this Base Prospectus have been converted from BD at this exchange rate.

Presentation of Other Information

In this Base Prospectus, references to:

“Bahrain” are to the Kingdom of Bahrain;

“CBB” are to the Central Bank of Bahrain;

“GCC” are to the Gulf Cooperation Council;

“Kuwait” are to the State of Kuwait;

“MENA region’ are to the Middle East and North Africa region;
“Oman” are to the Sultanate of Oman;

“Qatar” are to the State of Qatar;

“Saudi Arabia” are to the Kingdom of Saudi Arabia; and

“UAE” are to the United Arab Emirates.

SUPPLEMENTARY PROSPECTUS

If at any time the Trustee and the Obligor shall be required to prepare a supplementary prospectus pursuant
to Regulation 51 of Prospectus (Directive 2003/71/EC) Regulations 2005 of Ireland (S.I. No. 324 of 2005)
(the “Irish Prospectus Regulations™), the Trustee and the Obligor will prepare and make available a
supplement to this Base Prospectus which, in respect of any subsequent issue of Certificates to be listed on
the Official List and admitted to trading on the Main Securities Market, shall constitute a supplementary
prospectus as required by Regulation 51 of the Irish Prospectus Regulations.

Each of the Trustee and the Obligor has given an undertaking to the Dealers that if at any time during the
duration of the Programme there is a significant new factor, material mistake or inaccuracy relating to
information contained in this Base Prospectus which is capable of affecting the assessment of any
Certificates and whose inclusion in or removal from this Base Prospectus is necessary for the purpose of
allowing an investor to make an informed assessment of the assets and liabilities, financial position, profits
and losses and prospects of each of the Trustee and the Obligor, and the rights attaching to the Certificates,
the Trustee and the Obligor shall prepare a supplement to this Base Prospectus or publish a replacement base



prospectus for use in connection with any subsequent offering of the Certificates and shall supply to each
Dealer such number of copies of such supplement hereto as such Dealer may reasonably request.

NOTICE TO RESIDENTS OF BAHRAIN

In relation to investors in Bahrain, securities issued in connection with this Base Prospectus and related
offering documents may only be offered in registered form to existing accountholders and accredited
investors as defined by the CBB in Bahrain where such investors make a minimum investment of at least
U.S.$100,000 or any equivalent amount in other currency or such other amount as the CBB may determine.

This offer does not constitute an offer of securities in Bahrain in terms of Article (81) of the Central Bank
and Financial Institutions Law 2006 (decree Law No. 64 of 2006). This Base Prospectus and related offering
documents have not been and will not be registered as a prospectus with the CBB. Accordingly, no
Certificates may be offered, sold or made the subject of an invitation for subscription or purchase nor will
this Base Prospectus or any other related document or material be used in connection with any offer, sale or
invitation to subscribe or purchase Certificates, whether directly or indirectly, to persons in Bahrain, other
than to accredited investors for an offer outside Bahrain.

The Central Bank of Bahrain has not reviewed, approved or registered this Base Prospectus or related
offering documents and it has not in any way considered the merits of the Certificates to be offered for
investment, whether in or outside the Kingdom of Bahrain. Therefore, the Central Bank of Bahrain
assumes no responsibility for the accuracy and completeness of the statements and information
contained in this Base Prospectus and expressly disclaims any liability whatsoever for any loss
howsoever arising from reliance upon the whole or any part of the content of this Base Prospectus. No
offer of Certificates will be made to the public in the Kingdom of Bahrain and this Base Prospectus
must be read by the addressee only and must not be issued, passed to, or made available to the public
generally. The Obligor, together with any local agent or adviser, accepts responsibility for the
information contained in this Base Prospectus. To the best of the knowledge of the Obligor (having
taken all reasonable care to ensure that such is the case) the information contained in this Base
Prospectus is in accordance with the facts and does not omit anything likely to affect the import of
such information.

NOTICE TO RESIDENTS OF THE UNITED KINGDOM

Any Certificates to be issued under the Programme which do not constitute ‘“‘alternative finance investment
bonds” (“AFIBs”) within the meaning of Article 77A of the Financial Services and Markets Act 2000
(Regulated Activities) (Amendment) Order 2010 will represent interests in a collective investment scheme
(as defined in the Financial Services and Markets Act 2000 (the “FSMA”’)) which has not been authorised,
recognised or otherwise approved by the Financial Conduct Authority. Accordingly, this Base Prospectus is
not being distributed to, and must not be passed on to, the general public in the United Kingdom.

The distribution in the United Kingdom of this Base Prospectus, any Final Terms and any other marketing
materials relating to the Certificates is being addressed to, or directed at: (A) if the Certificates are AFIBs
and the distribution is being effected by a person who is not an authorised person under the FSMA, only the
following persons: (i) persons who are Investment Professionals as defined in Article 19(5) of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005 (the “Financial Promotion Order”), (ii)
persons falling within any of the categories of persons described in Article 49 (High net worth companies,
unincorporated associations, etc.) of the Financial Promotion Order; and (iii) any other person to whom it
may otherwise lawfully be made in accordance with the Financial Promotion Order; and (B) if the
Certificates are not AFIBs and the distribution is effected by a person who is an authorised person under the
FSMA, only the following persons: (i) persons falling within one of the categories of Investment
Professional as defined in Article 14(5) of the Financial Services and Markets Act 2000 (Promotion of
Collective Investment Schemes) (Exemptions) Order 2001 (the “Promotion of CISs Order”), (ii) persons
falling within any of the categories of person described in Article 22 (High net worth companies,
unincorporated associations, etc.) of the Promotion of CISs Order and (iii) any other person to whom it may
otherwise lawfully be made in accordance with the Promotion of CISs Order.
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Persons of any other description in the United Kingdom may not receive and should not act or rely on this
Base Prospectus, any Final Terms or any other marketing materials in relation to the Certificates.

Potential investors in the United Kingdom in any Certificates which are not AFIBs are advised that all, or
most, of the protections afforded by the United Kingdom regulatory system will not apply to an investment
in such Certificates and that compensation will not be available under the United Kingdom Financial
Services Compensation Scheme. Any individual intending to invest in any investment described in this Base
Prospectus should consult his professional adviser and ensure that he fully understands all the risks
associated with making such an investment and that he has sufficient financial resources to sustain any loss
that may arise from such investment.

NOTICE TO RESIDENTS OF SAUDI ARABIA

This Base Prospectus may not be distributed in Saudi Arabia except to such persons as are permitted under
the Offers of Securities Regulations issued by the Capital Market Authority of Saudi Arabia (the “Capital
Market Authority”). The Capital Market Authority does not make any representations as to the accuracy or
completeness of this Base Prospectus, and expressly disclaims any liability whatsoever for any loss arising
from, or incurred in reliance upon, any part of this Base Prospectus. Prospective purchasers of Certificates
should conduct their own due diligence on the accuracy of the information relating to the Certificates. If a
prospective purchaser does not understand the contents of this Base Prospectus he or she should consult an
authorised financial adviser.

NOTICE TO RESIDENTS OF QATAR

Any Certificates to be issued under the Programme will not be offered, sold or delivered at any time, directly
or indirectly, in Qatar (including the Qatar Financial Centre) in a manner that would constitute a public
offering. This Base Prospectus has not been and will not be reviewed or approved by, or registered with, the
Qatar Financial Markets Authority, the Qatar Central Bank, the Qatar Exchange or the Qatar Financial
Centre Regulatory Authority. The Certificates are not and will not be traded on the Qatar Exchange. The
Certificates and interests therein will not be offered to investors domiciled or resident in Qatar and do not
constitute debt financing in Qatar under the Commercial Companies Law No. (5) of 2002 or otherwise under
the laws of Qatar.

NOTICE TO RESIDENTS OF MALAYSIA

Any Certificates to be issued under the Programme may not be offered for subscription or purchase and no
invitation to subscribe for or purchase such Certificates in Malaysia may be made, directly or indirectly, and
this Base Prospectus or any document or other materials in connection therewith may not be distributed in
Malaysia other than to persons falling within categories set out in Schedule 6 or Section 229(1)(b), Schedule
7 or Section 230(1)(b) and Schedule 8 or Section 257(3) of the Capital Market and Services Act 2007 of
Malaysia (“CMSA”).

The Securities Commission of Malaysia shall not be liable for any non-disclosure on the part of the Trustee
or the Obligor and assumes no responsibility for the correctness of any statements made or opinions or
reports expressed in this Base Prospectus.

NOTICE TO RESIDENTS OF THE CAYMAN ISLANDS

No invitation, whether directly or indirectly, may be made to the public in the Cayman Islands to subscribe
for any Certificates issued under the Programme and this Base Prospectus shall not be construed as an
invitation to any member of the public of the Cayman Islands to subscribe for any Certificates issued under
the Programme.
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RISK FACTORS

Each of the Trustee and the Obligor believes that the following factors may affect both the Trustee’s ability
to pay amounts owing under a Series of Certificates and the Obligor’s ability to satisfy its obligations under
the relevant Transaction Documents relating to any such Series of Certificates. All of these factors are
contingencies which may or may not occur and neither the Trustee nor the Obligor is in a position to express
a view on the likelihood of any such contingency occurring.

Factors which each of the Trustee and the Obligor believes may be material for the purpose of assessing the
market risks associated with Certificates issued under the Programme are also described below.

Each of the Trustee and the Obligor believes that the factors described below represent the principal risks
inherent in investing in Certificates issued under the Programme, but the Trustee may be unable to pay
Periodic Distribution Amounts, Dissolution Distribution Amounts or other amounts on or in connection with
any Certificates for other reasons and neither the Trustee nor the Obligor represents that the statements
below regarding the risks of holding any Certificates are exhaustive. Prospective investors should also read
the detailed information set out elsewhere in this Base Prospectus and reach their own views prior to making
any investment decision.

Factors that may affect the Trustee’s ability to fulfil its obligations under or in connection with the
Certificates issued under the Programme

The Trustee has no operating history and no material assets and will depend on receipt of payments
from the Obligor to make payments to Certificateholders

The Trustee was incorporated under the laws of the Cayman Islands on 16 September 2014 as an exempted
company with limited liability and has no operating history. The Trustee has not and will not engage in any
business activity other than the issuance of Certificates under the Programme, the acquisition of the Trust
Assets as described herein, acting in the capacity as Trustee, the issuance of shares in its capital and other
activities incidental or related to the foregoing as required under the Transaction Documents. Because the
Trustee is a Cayman Islands company, it may not be possible for Certificateholders to effect service of
process on it outside the Cayman Islands.

The Trustee’s only material assets, which will be held on trust for Certificateholders, will be the Trust Assets
relating to each Series of Certificates, including the obligation of the Obligor to make payments to the
Trustee under the Transaction Documents to which it is a party. Therefore, the Trustee is subject to all the
risks to which the Obligor is subject to the extent that such risks could limit the Obligor’s ability to satisfy
in full and on a timely basis its obligations under the Transaction Documents.

The ability of the Trustee to pay amounts due on the Certificates will therefore be dependent upon receipt
by the Trustee from the Obligor of amounts to be paid pursuant to the Transaction Documents (which in
aggregate may not be sufficient to meet all claims under the Certificates and the Transaction Documents).
See “—Factors that may affect Mumtalakat’s ability to fulfil its obligations under the Transaction
Documents”.

Factors that may affect Mumtalakat’s ability to fulfil its obligations under the Transaction Documents

The Group’s operational and financial performance may be adversely impacted by local and regional
political developments and geopolitical tensions

The Group’s operational and financial performance depends significantly upon companies that are based in
Bahrain and the Group is therefore susceptible to disruptions and/or adverse conditions that may arise as a
result of local and regional political developments.

Ongoing global geopolitical tensions, particularly those within the Middle East region, can lead to factors
that drive the global market price of oil higher and potentially lead to disruption of vital shipping channels
in the Strait of Hormuz. If such conditions were to prevail over an extended period of time, the Group’s
operational and financial performance would likely be adversely impacted. For example, Alba relies on
shipments through the Strait of Hormuz for incoming raw materials required for its production of aluminium



and then ships a portion of its finished product to customers outside of the GCC through the Strait of
Hormuz. Disruption to this shipping channel could require Alba to seek out alternative shipping routes,
which may be more costly and less efficient.

Further, Bahrain’s economy is closely aligned and dependent on the economies of Saudi Arabia in particular
as well as the other countries of the GCC. This includes trade relations, economic and monetary policy
coordination, cooperation on security matters, infrastructure development, immigration policy and energy
policies within the GCC. Accordingly, the economy of Bahrain may be adversely affected by any material
changes in any such coordination amongst GCC countries. In addition, Bahrain’s economy is dependent
upon the social, political and economic conditions in Saudi Arabia and other GCC countries. Adverse
developments in such conditions could have a material adverse effect on the economy and financial condition
of Bahrain.

Mumtalakat is wholly-owned by the Government of Bahrain, which may exercise significant influence
over Mumtalakat’s operations

Mumtalakat is wholly-owned by the Government of Bahrain (the “Government”). The Government has the
power to influence directly or indirectly Mumtalakat’s commercial and operational affairs, including its
investment and divestment decisions. Mumtalakat may be asked by the Government to work on important
strategic projects for Bahrain, which are expected to contribute to the overall economy of Bahrain, but which
may not be expected to deliver suitable investment returns for Mumtalakat. While such projects are likely to
receive some financial support directly from the Government, there can be no assurance that this will in fact
be the case. In addition, involvement in such projects could divert Mumtalakat’s management attention and
resources.

There can be no assurance that the Government will not exercise significant influence over the commercial
affairs of Mumtalakat. The Government’s interests may also conflict with those of Mumtalakat or the
Certificateholders. As most of Mumtalakat’s current portfolio consists of state-owned enterprises of strategic
and national importance, key decisions with respect to these assets may be political in nature and sometimes
require parliamentary approvals, such as for state funding in the case of Gulf Air B.S.C. (¢) (“Gulf Air”).
Thus, the outcome from any such decision making processes may not always be strictly commercial or
transparent or made on a timely basis which in turn may have a material adverse effect on the Group’s
business, results of operations, financial condition and prospects.

The Government may alter its economic development strategy or its relationship with Mumtalakat

The Government has set out a comprehensive economic vision for Bahrain (“Vision 2030”) to outline a path
for the development of Bahrain’s economy, as described in “Overview of Bahrain — Vision 2030”. A primary
objective of Vision 2030 is to shift Bahrain’s economy from an oil-driven economy to a diversified,
competitive economy driven by the private sector across a variety of sectors and industries. Although
Mumtalakat, as the holding company for the Government’s non-oil and gas commercial assets, is central to
the implementation of various elements of Vision 2030, the Government could alter the scope of Vision 2030
or appoint one or more other entities to implement aspects of Vision 2030. Any action by the Government
which limits Mumtalakat’s mandate, limits the amount of financial support Mumtalakat receives from, or
assets granted by, the Government, and/or leads the Government to reclaim assets previously granted to
Mumtalakat without the payment of any compensation for such reclaimed assets could have a material
adverse effect on Mumtalakat’s business, results of operations, financial condition and prospects and could
therefore affect the ability of Mumtalakat to perform its obligations under financial covenants in its existing
credit facility, the Certificates and the Transaction Documents.

Substantially all of the dividends and distributions Mumtalakat receives come from a small number
of its portfolio companies

As a result of its holding company structure, Mumtalakat’s ability to meet its operating and capital
expenditure requirements and to service its debt, including payments of principal and profit under the
Certificates, depends on the dividends and distributions it receives from its portfolio companies. Dividends
from Aluminium Bahrain B.S.C. (“Alba”), National Bank of Bahrain B.S.C. (“NBB”) and Bahrain
Telecommunications Company B.S.C. (“Batelco”) represented in the aggregate 97.9 per cent. of
Mumtalakat’s total dividends received in 2013. The ongoing ability of these portfolio companies to pay



dividends or make other distributions or payments will be subject to, among other things, the availability of
profits or funds (which in turn may depend on macro-economic conditions, business cycles, capital
expenditures and business operations), restrictions, if any, on payments of dividends set forth in covenants
given in connection with financial indebtedness and applicable laws and regulations. For example, certain of
Mumtalakat’s portfolio companies, such as Alba and Batelco, have significant debt and will continue to use
a large portion of their cash flow to pay principal and interest on their debt which will reduce the cash flow
they can use for other purposes, including dividend payments to Mumtalakat. Further, Alba has completed a
feasibility study to assess the commercial viability of expanding its production capacity by supplementing
its five existing potlines with an additional potline, Line 6. The preliminary capital expenditure estimate for
constructing potline Line 6, replacing and expanding the power capacity of the existing power plant facilities
is expected to be not less than U.S.$2.5 billion (See “Portfolio Companies — Alba — Strategy”), which
would reduce the amounts available for Alba to pay dividends to its shareholders. The inability of
Mumtalakat’s portfolio companies to pay dividends or make distributions to Mumtalakat could have a
material adverse effect on Mumtalakat’s business, results of operations, financial condition, liquidity
position and prospects, and Mumtalakat may not be able to meet its payment obligations. Furthermore, the
sale, transfer or disposition by Mumtalakat of its interest in a portfolio company that makes substantial
dividends and distributions to Mumtalakat may also have a material adverse effect on Mumtalakat’s business,
results of operations, financial condition and prospects, as well as Mumtalakat’s ability to perform its
payment obligations.

Mumtalakat depends on the skill and judgment of the members of its Board Investment Committee
and its Management Investment Committee for all major investment decisions

The Management Investment Committee of Mumtalakat is currently composed of the Chief Executive
Officer (as Chairman of the Committee), the Chief Investment Officer, the Chief Financial Officer and the
Chief Operating Officer. The Management Investment Committee is responsible for monitoring the
performance of the investment portfolio and reviewing proposed investments and divestments. In addition,
the Management Investment Committee may approve any investment or divestment up to BD 25 million
(U.S.$66.5 million) that is consistent with its approved investment budget.

Mumtalakat’s Board Investment Committee approves investments or divestments in excess of BD 25 million
(U.S.$66.5 million), and approves and recommends the investment budget to the Board of Directors. The
Board of Directors gives final approval on the investment budget, the asset allocation strategy and the
investment strategy generally. Mumtalakat’s investment strategy is thus dependent to a significant extent on
the skill, judgment and experience of the members of the Board Investment Committee and the Management
Investment Committee acting within the framework established by the Board of Directors. Failure by the
Board Investment Committee and the Management Investment Committee to perform their obligations
within the framework established by the Board of Directors could result in an adverse effect on the results
of operations, financial condition and prospects of the Group. In such circumstances, Mumtalakat’s business
and financial condition may be impacted in a material adverse manner which could affect its ability to
perform its ongoing financial obligations and its obligations under the Transaction Documents and the
Certificates could be adversely affected.

Mumtalakat has a limited operating history and the Group’s past performance is not necessarily
indicative of its future results

Mumtalakat commenced operations in June 2006 and thus has a limited history operating as an investment
firm. Its strategy and the execution of that strategy is also still evolving. Accordingly, prospective investors
only have limited information with which to evaluate the Group’s current or future prospects or financial
results and performance. Furthermore, as a result of Mumtalakat’s limited operating history, the Group’s
historical financial statements are unlikely to be indicative of its future cash flows, results of operations or
rate of growth, and the Group’s past performance should not be relied upon as an indication of its future
performance.

Mumtalakat’s business and prospects must be considered in light of the risks, uncertainties and challenges
frequently encountered by companies in their early stages of development or companies, such as
Mumtalakat, that have inherited assets from a government. Since its incorporation in 2006, Mumtalakat has
monetised or completed only a limited number of portfolio company divestments. In addition, as part of a



long-term strategy to diversify its portfolio, Mumtalakat may allocate investments into new asset classes,
which will likely include those in which Mumtalakat has limited investing experience. As a business with a
limited operating history, there can be no assurance that Mumtalakat will be successful in implementing its
business plan or investment strategy, and the failure to do so could have an adverse effect on the Group’s
business, results of operations, financial condition and prospects.

The Group’s results of operations and financial condition will depend on Mumtalakat’s ability to
manage future growth and implement its strategy effectively

Mumtalakat’s ability to achieve its investment objectives will depend on its ability to grow and diversify its
investment base, which will depend, in turn, on its ability to identify, invest in and monitor a suitable number
of investments and implement the various aspects of its investment strategy.

Mumtalakat may from time to time make substantial investments and divestments. Such transactions expose
the Group to numerous risks, including:

. diversion of management attention and financial resources that would otherwise be available for the
on-going development or expansion of existing operations;

. challenges in managing the increased scope, geographic and asset class diversity and complexity of
Mumtalakat’s investments;

. difficulties in obtaining financing on commercially acceptable terms necessary to support the growth
of new investments; and

. challenges in effectively redeploying capital raised through the divestment of Mumtalakat’s existing
investments.

Significant investments and divestments could thus prove to be costly in terms of Mumtalakat’s time and
resources and may impose risks, which, if unsuccessfully managed, could have a material adverse effect on
the Group’s business, results of operations, financial condition and prospects.

Almost all of Mumtalakat’s current investment portfolio is illiquid, which may adversely affect
Mumtalakat’s ability to divest its investments or generate required liquidity

Mumtalakat is a key vehicle for the achievement of Bahrain’s long-term economic development strategy and
almost all of the current investment portfolio and a significant portion of Mumtalakat’s future investments
may require a long-term commitment of capital to facilitate the implementation of this development strategy.
The long-term investment horizon and the illiquid nature of these investments may make it difficult to sell
investments if the need arises or if Mumtalakat determines it would be in its best interests to sell. In addition,
if Mumtalakat were required to liquidate all or a portion of an investment quickly, it may realise significantly
less than the carrying value, which could adversely affect the Group’s results of operations and financial
position.

Mumtalakat currently holds, and in the future may acquire, non-controlling interests in companies,
which could expose Mumtalakat to additional risks

Mumtalakat currently holds, and may in the future make investments, in companies that it does not control.
In addition, Mumtalakat may dispose of certain of its investments over time in a manner that results in
Mumtalakat retaining only a minority interest in certain portfolio companies. Furthermore, Mumtalakat’s
investments in its portfolio companies may be diluted if Mumtalakat does not participate in their future
equity offerings or other capital raisings.

Investments in which Mumtalakat holds a non-controlling interest will be subject to the risk that the portfolio
company may make business, financial or management decisions with which Mumtalakat does not agree, or
that the majority stakeholders or the management of the portfolio company may take risks or otherwise act
in a manner that is contrary to Mumtalakat’s interests. Contractual protections of minority rights that are
customary in more developed markets may not be enforceable or as robust in jurisdictions such as Bahrain
in which Mumtalakat currently holds or may in the future hold assets. In addition, any of the companies in
which Mumtalakat holds a non-controlling interest may experience financial or other difficulties that may



adversely impact Mumtalakat’s investment. Mumtalakat can give no assurance as to the performance of such
portfolio companies, and an inability to exercise influence or control over such portfolio companies may
have an adverse effect on the Group’s business, results of operations, financial condition and prospects.

Mumtalakat and its material portfolio companies are highly dependent on their management teams,
and the loss of any key member of their existing management teams or the failure to retain and attract
qualified and experienced management could have a material adverse effect on the Group’s business

If the Group is unable to retain experienced, capable and reliable senior and middle management with
appropriate professional qualifications, or fails to recruit skilled professionals in line with its needs, the
Group’s business and financial performance may suffer. If talented employees were to leave, the Group may
have difficulty replacing them and may incur additional costs and expenses in securing such replacements.
The loss of the services of valuable employees, or a failure to attract and retain qualified management in the
future, could have an adverse effect on the Group’s business, results of operations, financial condition and
prospects and its ability to perform its obligations under the Transaction Documents and to satisfy its
financial obligations to the Certificateholders.

The Group is subject to the industry and business-specific risks faced by its portfolio companies

Mumtalakat is a holding company and as such is dependent on the operations, revenues and cash flows
generated by its investments. Mumtalakat’s portfolio companies are involved in a diverse range of businesses
and operations and are subject to differing risks and challenges, largely depending on the industries in which
they operate. Mumtalakat is also exposed to the specific risks affecting the projects or assets of its portfolio
companies. In addition, Mumtalakat’s exposure to these industry and business-specific risks will continue if
Mumtalakat does not develop or maintain a diversified portfolio.

Examples of the industry and business-specific risks to which Mumtalakat’s portfolio companies are exposed
include:

. the aluminium industry is a cyclical industry which has historically experienced significant global
demand and price volatility and overcapacity, which makes prices for Alba’s products difficult to
forecast and could adversely affect its business, financial condition, results of operations and
prospects;

. Alba’s competitive position in the global aluminium industry is highly dependent on its continued
access to an adequate gas supply on attractive terms from its sole supplier, the Bahrain Petroleum
Company B.S.C. (c¢) (“Bapco”). In 2011, Bapco announced a 50 per cent. increase in the price of gas
for all of its customers in Bahrain, effective 1 January 2012. Alba expects to remain highly
competitive globally even after taking into account this gas price increase due to a reduction in its
production costs through efficiency improvement programmes, an increase in production volumes and
maximising output of value-added products that attract higher premiums. However, decisions by
Bapco to change the terms under which it supplies gas to Alba and/or Alba’s inability to lock in a long-
term gas supply contract on commercially attractive terms with another supplier could have a material
adverse effect on Alba’s business, financial condition, results of operations and prospects;

. regulatory changes and competition in the telecommunications industry in Bahrain may result in new
entrants, a decrease in market share, an increase in customer churn rates, a decrease in the number of
new customers and a decrease in the prices Batelco may charge for its services;

. political tensions in the MENA region, coupled with high fuel prices and increased competition from
regional competitors in the GCC region, may exert downward pressure on the profitability of Gulf Air;

. the performance of NBB is influenced by conditions in the global financial markets and
macroeconomic trends, as well as increased competition in the Bahraini and GCC financial services
sector;

o the implementation of real estate projects by Bahrain Real Estate Investment (Edamah) B.S.C. (¢)

(“Edamah”), or any of the other Mumtalakat portfolio companies in the real estate sector, involves a
number of risks, including government restrictions on the ability of Edamah to sell or transfer



government-owned land, delays or failure in obtaining the necessary governmental and regulatory
permits, approvals and authorisation, significant capital expenditure requirements and a challenging
financing environment for the real estate development sector; and

. lawsuits involving Mumtalakat portfolio companies could adversely affect the Group’s profitability or
financial position.

Exposure of Mumtalakat’s portfolio companies to these and other industry and business-specific risks, may
have an adverse effect on the business, financial condition, result of operations and prospects of these
portfolio companies, which, in turn, may have an adverse effect on the Group’s business, financial condition,
results of operations and prospects. Any of the foregoing could cause the value of Mumtalakat’s affected
investments to decline.

The Group is subject to risks associated with Gulf Air’s operating challenges, restructuring plans and
the Government’s decision on Gulf Air’s strategy and funding going forward

The Government is an indirect shareholder of Gulf Air through its shareholdings in Mumtalakat. Mumtalakat
owns 100 per cent. of Gulf Air Group Holding B.S.C. (c), which, in turn, owns 100 per cent. of Gulf Air.
Gulf Air has historically relied on material financial support from Mumtalakat as its shareholder to cover its
operating losses and various funding needs. In 2010, Gulf Air commenced a significant operational and
strategic restructuring with the objective of placing Gulf Air on the path to sustainability. In connection with
the operational and strategic restructuring, Gulf Air has required material financial support through
recapitalisation. Since January 2012, Mumtalakat and the Government have been working with Gulf Air and
its strategic advisers to review and reformulate its strategy and to implement a strategy focused on reducing
costs and rationalising business operations. See “Portfolio Companies — Gulf Air — Change in Business
Strategy”.

There can be no assurance that the operational and strategic restructuring of Gulf Air will (i) succeed and
improve Gulf Air’s financial performance or (ii) not be modified as the restructuring develops; such
modification could result in a further need for additional direct material financial support or any other form
of credit support to be extended by the Government to Gulf Air. If the operational and strategic restructuring
of Gulf Air fails to succeed and improve Gulf Air’s financial performance, there can be no assurance that
Gulf Air will repay to the Government or Mumtalakat any direct material financial support or any other form
of credit support that it receives from the Government or Mumtalakat, which could have a material adverse
effect on the Group’s business, financial condition, results of operations and prospects and affect the ability
of Mumtalakat to perform its payment obligations to the Certificateholders. See “Portfolio Companies —
Gulf Air’.

Mumtalakat is exposed to risks relating to the various strategic and operational initiatives that its
portfolio companies may be pursuing and may not have the relevant information regarding the
business operations of its publicly listed portfolio companies

Mumtalakat’s portfolio companies may pursue strategic and operational initiatives that are deemed to further
their business objectives. Some may choose to pursue acquisitions or divestments. Some may undertake
significant operational reorganisations. The ability of these portfolio companies to successfully execute their
strategic and operational initiatives could have a material impact on Mumtalakat. Failure to execute any of
these initiatives or to achieve the intended results could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.

In addition, the interpretation and application of “insider trading” and other laws in Bahrain mean that there
are practical difficulties in Bahrain for a holding company, such as Mumtalakat, in its capacity as a
shareholder, to receive the relevant information regarding the business operations of its publicly listed
portfolio companies. Management believes that its reporting systems are adequate and in line with
international standards. However, the lack of such information, or the inability to receive such information
in a timely manner, could materially limit Mumtalakat’s ability to monitor the performance of its portfolio
companies, which could have a material adverse effect on the Group’s business, financial condition, results
of operations and prospects.



The value of Mumtalakat’s investments could be significantly impaired due to changes in the financial
markets

Mumtalakat’s portfolio companies are susceptible to economic recessions or downturns and during periods
of adverse economic conditions, the portfolio companies may experience decreased revenues, increased
operating expenses, financial losses, difficulty in obtaining access to financing, increased funding costs and
asset price deflation. During such periods, the portfolio companies may also have difficulty in expanding
their businesses and operations and be unable to meet their debt service obligations or their expenses as they
become due. Any of the foregoing could cause the value of Mumtalakat’s affected investments to decline. In
addition, changes in the financial markets, including changes in interest rates, exchange rates and returns
from equity, property and other investments, may also materially and adversely affect the revenues, operating
results, cash flows and financial condition of Mumtalakat’s portfolio companies, which could in turn have a
material adverse effect on their values. As part of its diversification strategy, Mumtalakat may choose to
materially increase its investments in liquid asset classes. The value of such investments may be highly
correlated to the financial markets, and therefore more directly affected by changes in the financial markets.
As a result, the value of Mumtalakat’s investments in liquid asset classes may be subject to market volatility
and may result in material impairment to the overall value of Mumtalakat’s investments and on its ability to
make payments on the Certificates.

The due diligence process that Mumtalakat undertakes in connection with new projects and
investments may not reveal all relevant facts

Mumtalakat conducts due diligence, sometimes with the assistance of outside consultants, by evaluating a
number of important business, financial, tax, accounting, environmental and legal issues in determining
whether or not to proceed with a new project or make a new investment. Nevertheless, when conducting due
diligence and making an assessment regarding a project or an investment, Mumtalakat can only rely on
resources available to it at the time, including information provided by the target of the investment where
relevant and, in some circumstances, third party investigations. In some cases, information cannot be verified
by reference to the underlying sources to the same extent as Mumtalakat could for information produced
from its own internal sources. Mumtalakat can offer no assurance that any due diligence investigation it
carries out with respect to any project or investment opportunity will reveal or highlight all relevant facts that
may be necessary or helpful in evaluating such opportunity. Any failure by Mumtalakat to identify relevant
facts through the due diligence process may cause it to make inappropriate business decisions, which could
have an adverse effect on the Group’s business, financial condition, results of operations and prospects.

Mumtalakat may choose to pursue investment opportunities in countries in which it has no previous
investment experience, including in markets that have greater social, economic and political risks

A significant majority of Mumtalakat’s current investments are businesses based in Bahrain. However,
Mumtalakat may choose to pursue projects and investment opportunities in the GCC and other regions of the
world, such as Asia, Africa, Europe and the Americas, as part of its diversification strategy. It may therefore
undertake projects and make investments in countries in which it has little or no previous investment
experience. As a result, Mumtalakat may not be able to assess the risks of investing in such countries
adequately, and may be unfamiliar with the laws and regulations of such countries applicable to its projects
and investments. Mumtalakat cannot guarantee that its strategy will be successful in such markets. The
Group could lose some or all of the investment value in projects and investments made as part of
Mumtalakat’s diversification strategy.

In addition, investments made by Mumtalakat in emerging markets generally involve a greater degree of risk
than an investment in companies based in developed countries. Among other things, investments in emerging
markets may be subject to less publicly available information, more volatile markets, less sophisticated
securities market regulation, less favourable tax provisions and a greater likelihood of severe inflation,
unstable currency, corruption, war and expropriation of personal property than investments in companies
based in developed countries. In addition, investment opportunities in certain emerging markets may be
restricted by legal limits on foreign ownership and provide less protection of shareholder rights, especially
the rights of minority shareholders, that is customary in more developed markets.



The Group is exposed to liquidity risks and financing risks

The Group’s liquidity could be impaired by significant operating losses, inability to monetise assets, and a
failure to obtain financing on a timely basis or at a reasonable cost as well as other factors.

The availability of financing is dependent on a number of factors, such as market conditions, the general
availability of credit and the Group’s credit profile. For example, any disruption in the global credit markets
or re-pricing of credit risk may impact the Group’s ability to fund its business in a similar manner, and at a
similar cost, to the funding raised in the past. If the Group is unable to obtain financing in a timely fashion
and on acceptable terms, it may be forced to delay or reduce capital expenditure, sell certain of its assets on
disadvantageous terms and/or forego business opportunities, including investments and joint ventures. In
addition, the Group may not be able to refinance, extend or pay existing financial obligations. The
occurrence of any of the foregoing events could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects and could therefore affect the ability of Mumtalakat
to perform its financial obligations.

In addition, certain of Mumtalakat’s portfolio companies may need liquidity support from Mumtalakat from
time to time, and Mumtalakat may not have the financial resources available to fund the liquidity needs of
its portfolio companies. For example, Gulf Air has received material liquidity assistance from Mumtalakat
in the form of equity contributions and loans amounting to BD168.9 million (U.S.$449.2 million) in 2008
and BD196.7 million (U.S.$523.1 million) in 2009. In 2010, the Government provided Gulf Air with
BD400.0 million (U.S.$1,063.8 million) of financial support in the form of an equity injection. In addition,
certain of Gulf Air’s liabilities owing to other Government-controlled entities in the amount of BD71.2
million (U.S.$189.4 million) were settled as an equity contribution. The Government provided an additional
BD185.0 million (U.S.$492.0 million) and BD 95 million (U.S.$252.7 million) in 2012 and 2013
respectively as government grants to support the airline in repaying its liabilities, financing interim working
capital requirements and settling certain capital expenditure payments. In 2012, Gulf Air also received
further liquidity assistance from Mumtalakat in the form of a shareholder loan amounting to BD 30.0 million
(U.S.$79.8 million). Gulf Air will require additional financial support to cover ongoing and expected future
operating losses and costs of restructuring initiatives. The Government has budgeted BD 75.0 million
(U.S.$199.5 million) as funding for the year 2014 (of which BD 37.5 million (U.S.$99.7 million) has been
paid to the airline as at 30 June 2014). The Government has provided various forms of direct and indirect
support in the past to Gulf Air. However, if the Government does not in the future make funding available to
Gulf Air, or if such funding proves insufficient or untimely to support the restructuring process, there can be
no assurance that Mumtalakat will have the liquidity necessary to financially support Gulf Air.

No assurance can be given that the Group will be able to raise the financings required, or that it will maintain
sufficient liquidity, for its operations. In addition, failure to comply with financial covenants specified under
certain of the Group’s credit facilities could cause lenders to accelerate the repayment of the Group’s
borrowings. Any deficiency in liquidity could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects and could therefore affect the ability of Mumtalakat
to perform its financial obligations and its obligations under the Transaction Documents and the Certificates.

The Group has significant indebtedness and its financing arrangements impose restrictions on the
Group

The Group has a significant amount of third-party financial obligations. As at 30 June 2014, the Group had
BD 744.5 million (U.S.$ 1,980.1 million) in outstanding borrowings, and the Group had incurred interest
expenses of BD 16.5 million (U.S.$ 43.9 million) for the six month period ended 30 June 2014.

The various financing arrangements to which the Group is or may become a party contain a number of
restrictive covenants that impose significant operating restrictions, including restrictions on the Group’s
ability to engage in activities that may be in the Group’s best long-term interests. For example, the various
financing arrangements to which Mumtalakat is a party contain covenants restricting or limiting its ability
to, among other things:

o create liens;



. transfer, sell or otherwise dispose of assets;
. make substantial changes to the general nature of its business; and

. reduce its ownership in Gulf Air to less than a 50 per cent. stake or own a larger percentage of any
other airline than it does of Gulf Air.

These financing arrangements also include financial covenants that require Mumtalakat to comply with,
among other things, on a consolidated basis, a maximum total liabilities to tangible net worth ratio. A breach
of the terms of any borrowings, including financial covenants, could cause Mumtalakat’s lenders to require
Mumtalakat to repay the borrowings immediately, as well as cause lenders under other financing
arrangements to which Mumtalakat is a party to accelerate such financing arrangements, in which case the
amounts under those arrangements would become due as well. Additionally, Mumtalakat had guarantees
outstanding in respect of certain of Gulf Air’s financial obligations in an aggregate amount of BD 78.2
million (U.S.$ 208.0) as at 30 June 2014. If Gulf Air is unable to meet its financial obligations, Mumtalakat
would likely be required to assume the obligations of Gulf Air that it has guaranteed. There can be no
assurance that Mumtalakat’s assets would be sufficient to repay such financial obligations in full. The
occurrence of any of these events could have a material adverse effect on Mumtalakat’s and the Group’s
business, liquidity, financial condition, results of operations and prospects and could therefore affect the
ability of Mumtalakat to perform its financial obligations to the Certificateholders.

The Group is exposed to interest rate risk

The Group is exposed to interest rate movements through its floating rate financing arrangements. As at
31 December 2013 the Group had BD 462.1 million (U.S.$ 1,229.0) million in borrowings that bear interest
at floating rates. As a result, the Group is sensitive to changes in interest rates. Interest rates are sensitive to
numerous factors not within the Group’s control, including Government and central bank policy in Bahrain,
the GCC and globally. The Group cannot give any assurance that any current or future hedging activities will
sufficiently protect it from the adverse effects of interest rate movements. An increase in interest rates would
cause the Group’s debt service obligations to increase and could have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects and could therefore affect the
ability of Mumtalakat to perform its financial obligations including to make payments on the Certificates.

Mumtalakat may pay dividends to the Government in the future

Although Mumtalakat has not paid any dividends to the Government to date and is not likely to do so in the
near future, the board of directors of Mumtalakat may recommend a dividend to the Government in the
future. In addition, Mumtalakat may be expected to contribute to the Government’s budget. Any dividend
payment or budget contribution to the Government could be made out of, among other things, Mumtalakat’s
revenues, retained earnings or proceeds from sales of its investments and, as such, this may have an adverse
effect on Mumtalakat’s ability to perform its financial obligations including to make payments on the
Certificates and its ability to capitalise on investment opportunities.

Significant judgment is involved in the preparation of the Group’s consolidated financial statements
for any period

The preparation of the Group’s consolidated financial statements requires management to make certain
judgments, including, for example, the estimation of impairment losses, in particular goodwill, equity-
accounted investments and available-for-sale investments that are not publicly traded.

The exercise of this judgment may have a material effect on the Group’s results of operations as presented
in its consolidated financial statements, and the results of operations could be materially different from those
which would have been presented if different assumptions and/or estimates had been used. In addition, there
can be no assurance that any assumptions made by management will necessarily prove to have been accurate
predictions of future events.



Mumtalakat’s financial obligations, including its obligations under the Certificates are not guaranteed
by the Government absent an explicit guarantee

Although Mumtalakat is wholly-owned by the Government, Mumtalakat’s obligations under the Certificates
are not guaranteed by the Government. In addition, the Government is under no obligation to extend financial
support to Mumtalakat. Accordingly, Mumtalakat’s financial obligations, including its obligations under the
Certificates, are not and should not be regarded as, obligations of the Government. Mumtalakat’s ability to
meet its financial obligations under the Certificates is solely dependent on its ability to fund such amounts
from its operating revenues, profits and cash flows. Therefore, any decline in Mumtalakat’s operating
revenues, profits and cash flows, or any difficulty in securing external funding, may have a material adverse
effect on the Group’s business, financial condition and results of operations and could therefore affect the
ability of Mumtalakat to perform its financial obligations including to make payments on the Certificates.

Foreign currency fluctuations may adversely affect the Group’s operating results

Although currently almost all of its portfolio is derived from companies based in Bahrain, Mumtalakat may
in the future become more exposed to the risk of currency fluctuations as it seeks to geographically diversify
its portfolio over time. Exchange rate movements can therefore have a significant impact on the value of
Mumtalakat’s investments.

Mumtalakat’s business may be adversely affected if the Bahraini Dinar-U.S. Dollar peg were to be removed.

In addition, while Mumtalakat may enter into derivative contracts to hedge against its exposure to currency
fluctuations, the Group cannot give any assurance that any current or future hedging activities will
sufficiently protect it from the adverse effects of such fluctuations. In addition, if the counterparties to such
exchange contracts do not fulfil their obligations to deliver the contractual foreign currencies, the Group
could be at risk for fluctuations, if any, required to settle the obligation including to make payments on the
Certificates.

Factors which are material for the purpose of assessing the market risks associated with Certificates
issued under the Programme

The Certificates are limited recourse obligations of the Trustee

The Certificates are not debt obligations of the Trustee, instead, each Certificate represents an undivided
ownership interest in the Trust Assets relating to that Series. Recourse to the Trustee is limited to the Trust
Assets of the relevant Series and the proceeds of the Trust Assets of the relevant Series are the sole source
of payments on the Certificates of that Series. Upon the occurrence of a Dissolution Event, the sole rights of
the Trustee and/or the Delegate (acting on behalf of the Certificateholders of the relevant Series of
Certificates) will be against the Obligor to perform its obligations under the Transaction Documents to which
it is a party.

Certificateholders will have no recourse to any assets of the Trustee (other than the Trust Assets) or the
Delegate in respect of any shortfall in the expected amounts due on the Certificates. The Obligor is obliged
to make certain payments under the Transaction Documents directly to the Trustee, and the Trustee and/or
the Delegate will have direct recourse against the Obligor to recover such payments due to the Trustee
pursuant to the Transaction Documents.

After enforcing or realising the rights in respect of the Trust Assets in respect of a Series of Certificates and
distributing the net proceeds of such Trust Assets in accordance with Condition 5(b), the obligations of the
Trustee in respect of that Series of Certificates shall be satisfied and no Certificateholder may take any
further steps against the Trustee (or any steps against the Delegate) to recover any further sums in respect of
the Certificates of the relevant Series and the right to receive from the Trustee any such sums unpaid shall
be extinguished.

Furthermore, under no circumstances shall the Trustee, the Delegate or any Certificateholder have any right
to cause the sale or other disposition of any of the Trust Assets other than as contemplated in the Transaction
Documents. The sole right of the Trustee, the Delegate and the Certificateholders against the Obligor shall
be to enforce the performance of the Obligor’s obligations under the Transaction Documents.
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Risks related to the structure of a particular issue of Certificates

A wide range of Certificates may be issued under the Programme. A number of these Certificates may have
features which contain particular risks for potential investors. Set out below is a description of certain such
features:

The Certificates may be subject to optional redemption by the Obligor

If Optional Dissolution Right is specified as applicable in the applicable Final Terms, a Series may be
redeemed early at the option of the Obligor pursuant to Condition 8(c). Any such optional redemption feature
that any Certificates may include is likely to limit their market value. The Obligor may be expected to redeem
Certificates when its cost of borrowing is lower than the profit rate on the Certificates. At those times, an
investor generally would not be able to reinvest the redemption proceeds in a comparable security with a
similar rate of return, which may have an adverse effect on the position of such investor. During any period
when the Obligor may elect to redeem the Certificates, the market value of the Certificates generally will not
rise substantially above the Dissolution Distribution Amount. Potential investors should consider re-
investment risk in light of other investments available at that time.

The Certificates may be redeemed prior to their final maturity date for tax reasons

If the Trustee or the Obligor becomes obliged to pay any additional amounts in respect of the Certificates of
any Series as provided or referred to in Condition 8(b) as a result of any change in, or amendment to, the
laws or regulations of the Cayman Islands or Bahrain, as the case may be, or any political subdivision or, in
each case, any authority thereof or therein having power to tax, or any change in the application or official
interpretation of such laws or regulations, which change or amendment becomes effective on or after the date
on which agreement is reached to issue the relevant Series, the Obligor may require the Trustee to redeem
all but not some only of the outstanding Certificates of such Series in accordance with Condition 8 of the
Certificates.

In such circumstances, an investor may not be able to reinvest the redemption proceeds in a comparable
security with a similar rate of return, which may have an adverse effect on the position of such investor.
During any period when the Obligor may elect to redeem the Certificates, the market value of the Certificates
generally will not rise substantially above the Dissolution Distribution Amount. Potential investors should
consider re-investment risk in light of other investments available at that time.

No third-party guarantees

Investors should be aware that no guarantee is or will be given in relation to the Certificates by the
shareholder of the Obligor or any other person.

Investors must make their own determination as to Shariah compliance

The Executive Shariah Committee of HSBC Saudi Arabia Limited, the Sharia Supervisory Committee of
BNP Paribas, Dr Hussein Hamid Hassan, the Shari’a advisor of Deutsche Bank AG, London Branch and the
Shari’a Supervisory Committee of Standard Chartered Bank have each confirmed that the Transaction
Documents are, in their view, in compliance with Shariah principles. However, there can be no assurance that
the Transaction Documents or any issue and trading of Certificates will be deemed to be Shariah compliant
by any other Shariah board or Shariah scholars. None of the Trustee, the Obligor, the Delegate, the Arranger
or the Dealers makes any representation as to the Shariah compliance of any Series and potential investors
are reminded that, as with any Shariah views, differences in opinion are possible. Potential investors should
obtain their own independent Shariah advice as to whether the Transaction Documents and any issue of
Certificates will meet their individual standards of compliance and should also make their own determination
as to the future tradeability of the Certificates on any secondary market. Questions as to the Shariah
permissibility of the Transaction Documents or the issue and the trading of the Certificates may limit the
liquidity and adversely affect the market value of the Certificates.

In addition, prospective investors are reminded that the enforcement of any obligations of any of the parties
under the Transaction Documents would be, if in dispute, either the subject of arbitration under English law
or court proceedings under the laws of England and Wales. In such circumstances, the arbitrator or judge (as
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applicable) will first apply the governing law of the relevant Transaction Document, rather than Shariah
principles in determining the obligations of the parties.

There can be no assurance as to the impact of a change in the laws governing the Certificates or the
Transaction Documents

The structure of each issue of Certificates under the Programme is based on English law and administrative
practices in effect as at the date of this Base Prospectus. No assurance can be given as to the impact of any
possible judicial decision or change to the laws of England and Wales or administrative practices in England
and Wales after the date of this Base Prospectus, nor can any assurance be given as to whether any such
change could adversely affect the ability of the Obligor to make payments under the Transaction Documents
to which it is a party and/or the Trustee to make payments under any Series of Certificates or the ability of
the Trustee or the Obligor to otherwise comply with their respective obligations under the Transaction
Documents to which they are a party.

Risks related to Certificates generally

Set out below is a brief description of certain risks relating to the Certificates generally:

Certificates are subject to modification by a majority of the Certificateholders of a Series without the
consent of all of the Certificateholders

The Master Declaration of Trust contains provisions for calling meetings of the Certificateholders of one or
more Series to consider matters affecting their interests generally and to obtain Written Resolutions (as
defined therein) on matters relating to the Certificates from holders without calling a meeting. A Written
Resolution signed by or on behalf of the holders of not less than 75 per cent. in face amount of the
Certificates of the relevant Series then outstanding shall, for all purposes, take effect as an Extraordinary
Resolution (as defined in the Master Declaration of Trust).

In certain circumstances, where the Certificates are held in global form in the clearing systems, the Trustee,
the Obligor and the Delegate (as the case may be) will be entitled to rely upon:

(i)  where the terms of the proposed resolution have been notified through the relevant clearing system(s),
approval of a resolution proposed by the Trustee, the Obligor and the Delegate (as the case may be)
given by way of electronic consents communicated through the electronic communications systems
of the relevant clearing systems in accordance with their operating rules and procedures by or on
behalf of the holders of not less than 75 per cent. in face amount of the Certificates of the relevant
Series for the time being outstanding; and

(i1)  where electronic consent is not being sought, consent or instructions given in writing directly to the
Trustee, the Obligor and the Delegate (as the case may be) by accountholders in the clearing systems
with entitlements to such global certificate or, where the accountholders hold such entitlement on
behalf of another person, on written consent from or written instruction by the person for whom such
entitlement is ultimately beneficially held (directly or via one or more intermediaries), provided that
the Trustee, the Obligor and the Delegate (as the case may be) have obtained commercially reasonable
evidence to ascertain the validity of such holding and taken reasonable steps to ensure such holding
does not alter following the giving of such consent/instruction and prior to effecting such resolution.

A Written Resolution or an electronic consent as described above may be effected in connection with any
matter affecting the interests of Certificateholders, including the modification of the Conditions, that would
otherwise be required to be passed at a meeting of Certificateholders satisfying the special quorum in
accordance with the provisions of the Master Declaration of Trust, and shall for all purposes take effect as
an Extraordinary Resolution (as defined in the Master Declaration of Trust) passed at a meeting of
Certificateholders duly convened and held.

These provisions permit defined majorities to bind all of the Certificateholders of the relevant Series
(including Certificateholders who did not attend or vote at the relevant meeting as well as Certificateholders
who voted in a manner contrary to the majority).
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The Master Declaration of Trust also provides that the Delegate may, without the consent or sanction of
Certificateholders, (i) agree to any modification of any of the provisions of the Master Declaration of Trust
or the Transaction Documents that is of a formal, minor or technical nature or is made to correct a manifest
error, or; (ii) (a) subject to the detailed provisions of the Master Declaration of Trust agree to any other
modification, or to any waiver or authorisation of any breach or proposed breach, of any of the provisions of
the Master Declaration of Trust or the Transaction Documents or (b) determine that any Dissolution Event
or Potential Dissolution Event shall not be treated as such provided that such modification, waiver,
authorisation or determination is in the opinion of the Delegate not materially prejudicial to the interests of
the Certificateholders and not in contravention of any express direction by Extraordinary Resolution or
request in writing by the holders of at least 20 per cent. of the outstanding aggregate face amount of the
relevant Series and, in the case of modifications referred to in paragraph (a) above, other than in respect of
a matter which requires a special quorum resolution (as defined in the Master Declaration of Trust). Any such
modification, authorisation, determination or waiver shall be binding on the Certificateholders and, unless
the Delegate agrees otherwise, such modification shall be notified by the Trustee to the Certificateholder as
soon as practicable thereafter.

European Monetary Union may cause certain Certificates to be re-denominated

If Certificates are issued under the Programme which are denominated in the currency of a country which,
at the time of issue, is not a member of the European Monetary Union which has adopted the euro as its sole
currency and, before the relevant Certificates are redeemed, the euro becomes the sole currency of that
country, a number of consequences may follow. In that event (i) all amounts payable in respect of such
Certificates may become payable in euro; (ii) the law may allow or require such Certificates to be re-
denominated into euro and additional measures to be taken in respect of such Certificates; and (iii) there may
no longer be available published or displayed rates for deposits used to determine the rates of interest on such
Certificates or changes in the way those rates are calculated, quoted and published or displayed. The
introduction of the euro could also be accompanied by a volatile interest rate environment, which could
adversely affect investors in the Certificates.

Certificates which have a denomination that is not an integral multiple of the minimum Specified
Denomination may be illiquid and difficult to trade

In relation to any Certificates of a Series which have a denomination consisting of the minimum Specified
Denomination (as defined in the Conditions) plus a higher integral multiple of another smaller amount, it is
possible that the Certificates may be traded in amounts in excess of such minimum Specified Denomination
that are not integral multiples of such minimum Specified Denomination. In such a case a Certificateholder
who, as a result of trading such amounts, holds a face amount of less than the minimum Specified
Denomination, would need to purchase an additional amount of Certificates such that it holds an amount
equal to at least the minimum Specified Denomination to be able to trade such Certificates.
Certificateholders should be aware that Certificates which have a denomination that is not an integral
multiple of the minimum Specified Denomination may be illiquid and difficult to trade.

A Certificateholder who holds an amount which is less than the minimum Specified Denomination in his/her
account with the relevant clearing system at the relevant time may not receive a definitive Certificate in
respect of such holding (should definitive Certificates be printed) and would need to purchase a face amount
of Certificates such that its holding amounts to at least a Specified Denomination in order to be eligible to
receive a definitive Certificate. If definitive Certificates are issued, holders should be aware that definitive
Certificates which have a denomination that is not an integral multiple of the minimum Specified
Denomination may also be illiquid and difficult to trade.

Investors in the Certificates must rely on Euroclear and Clearstream, Luxembourg procedures

Certificates issued under the Programme will be represented on issue by a Global Certificate that may be
deposited with a common depositary for Euroclear and Clearstream, Luxembourg. Except in the limited
circumstances described in each Global Certificate, investors will not be entitled to receive Certificates in
definitive form. Each of Euroclear and Clearstream, Luxembourg and their respective direct and indirect
participants will maintain records of the beneficial interests in each Global Certificate held through it. While
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the Certificates are represented by a Global Certificate, investors will be able to trade their beneficial
interests only through the relevant clearing systems and their respective participants.

While the Certificates are represented by a Global Certificate, the Trustee will discharge its payment
obligations under the Certificates by making payments through the relevant clearing systems. A holder of a
beneficial interest in a Global Certificate must rely on the procedures of the relevant clearing system and its
participants in relation to payments under the Certificates. The Trustee has no responsibility or liability for
the records relating to, or payments made in respect of, beneficial interests in any Global Certificate.

Holders of beneficial interests in a Global Certificate will not have a direct right to vote in respect of the
Certificates so represented. Instead, such holders will be permitted to act only to the extent that they are
enabled by the relevant clearing system and its participants to appoint appropriate proxies.

Risks related to the market generally

Set out below is a brief description of certain market risks, including liquidity risk, exchange rate risk,
interest rate risk and credit risk:

The secondary market generally

Certificates may have no established trading market when issued, and one may never develop. If a market
does develop, it may not be liquid. Therefore, investors may not be able to sell their Certificates easily or at
prices that will provide them with a yield comparable to similar investments that have a developed secondary
market. This is particularly the case for Certificates that are especially sensitive to interest rate, currency or
market risks, are designed for specific investment objectives or strategies or have been structured to meet the
investment requirements of limited categories of investors. These types of Certificates generally would have
a more limited secondary market and more price volatility than conventional debt securities. Illiquidity may
have a severe adverse effect on the market value of the Certificates.

Exchange rate risks and exchange controls

The Trustee will pay all amounts due on any Certificates, and the Obligor will make any payments pursuant
to the Transaction Documents, in the Specified Currency (as defined in the Conditions). This presents certain
risks relating to currency conversions if an investor’s financial activities are denominated principally in a
currency or currency unit (the “Investor’s Currency”) other than the Specified Currency. These include the
risk that exchange rates may significantly change (including changes due to devaluation of the Specified
Currency or revaluation of the Investor’s Currency) and the risk that authorities with jurisdiction over the
Investor’s Currency may impose or modify exchange controls. An appreciation in the value of the Investor’s
Currency relative to the Specified Currency would decrease (i) the Investor’s Currency-equivalent yield on
the Certificates; (ii) the Investor’s Currency equivalent value of the Dissolution Distribution Amount payable
on the Certificates; and (iii) the Investor’s Currency equivalent market value of the Certificates.

Government and monetary authorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate. As a result, investors may receive less than expected, or
no payment at all.

Interest rate risks

As the Certificates are fixed rate Certificates, investment in them involves the risk that subsequent changes
in market interest rates may adversely affect the value of the Certificates.

Credit ratings assigned to the Obligor or any Certificates may not reflect all the risks associated with an
investment in those Certificates

One or more independent credit rating agencies may assign credit ratings to the Obligor or an issue of
Certificates. The ratings may not reflect the potential impact of all risks related to structure, market,
additional factors discussed above, and other factors that may affect the value of the Certificates.
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A credit rating is not a recommendation to buy, sell or hold securities and may be revised, suspended or
withdrawn by the rating agency at any time. In general, European regulated investors are restricted under
Regulation (EC) No. 1060/2009 (as amended) (the “CRA Regulation™) from using credit ratings for
regulatory purposes, unless such ratings are issued by a credit rating agency established in the EU and
registered under the CRA Regulation (and such registration has not been withdrawn or suspended), subject
to transitional provisions that apply in certain circumstances whilst the registration application is pending.
Such general restriction will also apply in the case of credit ratings issued by non-EU credit rating agencies,
unless the relevant credit ratings are endorsed by an EU-registered credit rating agency or the relevant non-
EU rating agency is certified in accordance with the CRA Regulation (and such endorsement action or
certification, as the case may be, has not been withdrawn or suspended). The list of registered and certified
rating agencies published by the European Securities and Markets Authority (“ESMA”) on its website in
accordance with the CRA Regulation is not conclusive evidence of the status of the relevant rating agency
included in such list, as there may be delays between certain supervisory measures being taken against a
relevant rating agency and the publication of the updated ESMA list. Certain information with respect to the
credit rating agencies and ratings is set out on the cover of this Base Prospectus.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to legal investment laws and regulations, or review
or regulation by certain authorities. Each potential investor should consult its legal advisers to determine
whether and to what extent (i) Certificates are legal investments for it; (ii) Certificates can be used as
collateral for various types of borrowing; and (iii) other restrictions apply to its purchase or pledge of any
Certificates. Financial institutions should consult their legal advisers or the appropriate regulators to
determine the appropriate treatment of Certificates under any applicable risk-based capital or similar rules.

Investing in securities involving emerging markets generally involves a higher degree of risk, and the
Certificates may not be a suitable investment for all investors

Investing in securities involving emerging markets, such as Bahrain, generally involves a higher degree of
risk than investments in securities of issues from more developed countries. These higher risks include, but
are not limited to, higher volatility, limited liquidity and changes in the legal, economic and political
environment.

Accordingly, investors should exercise particular care in evaluating the risks involved and must decide for
themselves whether, in light of those risks, their investment is appropriate. Generally, investment in emerging
markets is only suitable for sophisticated investors who fully appreciate the significance of the risk involved.
A potential investor should not invest in the Certificates unless it has the expertise (either alone or with the
help of a financial adviser) to evaluate how the Certificates will perform under changing conditions, the
resulting effects on the value of the Certificates and the impact this investment will have on the potential
investor’s overall investment portfolio.

Risks relating to the Trust Assets
Murabaha Contracts risk

Taxation risk

Pursuant to the terms of the Master Murabaha Agreement, in connection with each Series of Certificates
outstanding from time to time under the Programme, the Trustee (as Seller) shall enter into a Commodity
Murabaha Investment with Mumtalakat (as Buyer) using no more than 49 per cent. of the issue proceeds of
the relevant Series. Upon the receipt of and pursuant to a purchase order from the Buyer, the Seller will
purchase certain commodities from certain suppliers at the spot price and the Buyer will irrevocably
undertake to purchase such commodities from the Seller in consideration for a deferred sale price.

Upon purchasing and prior to on-selling any commodities, the Buyer will for a limited period assume the
legal and beneficial title to such commodities. It is possible that the acquisition of the commodities, or the
disposal thereof, may be, or may by virtue of a change in law become, subject to increased taxation. To the
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extent that taxation costs arise in respect of the Buyer’s acquisition, ownership or disposition of the
commodities, there may be a material adverse effect on the Buyer’s ability to perform its obligations
(including payment obligations) under the Master Murabaha Agreement and, in turn, in respect of the
Certificates.

Price fluctuation risk

The price at which a commodity changes hands is determined as a function of its market as a whole, and
both under-supply and over-supply of a commodity can have significant implications for the price at which
it is traded. If, after the Buyer has purchased any commodities, the market for the commodities becomes
over-supplied or flooded, the price at which the commodities can be on-sold or traded subsequently may be
adversely affected. Similarly, if after the Buyer has purchased the commodities, additional governmental or
import or export licences become applicable to the market for the commodities, the price at which the
commodities can be sold or traded subsequently may also be adversely affected. The effect of such price
fluctuations may have a material adverse impact on the Buyer’s ability to secure satisfactory on-sale prices
for the commodities and, in turn, have a material adverse effect on the Buyer’s ability to perform its
obligations (including payment obligations) under the Master Murabaha Agreement and, in turn in respect
of the Certificates.

Commodity risk

Upon purchasing commodities from the Seller and prior to selling the commodities to an independent third
party purchaser, the Buyer will for a limited period assume the operational risks associated with taking
ownership of the commodities. These risks include, without limitation, that:

(a)  the commodities may suffer damage of a nature that reduces their value whilst in storage or during
transit;

(b)  the Buyer’s storage and/or transfer of the commodities may cause environmental damage, such as
pollution, leakage or contamination, which may breach environmental laws or regulations making the
Buyer susceptible to legal or financial recourse;

(c)  the commodities may be liable to theft and or vandalism; and

(d) the commodities may be damaged by terrorist attacks, natural disasters, fire or other catastrophic
events that are beyond the control of the Buyer.

To the extent that these risks are not mitigated, or fully covered, by any insurance taken out in respect of the
commodities, the occurrence of any of these events may have a material adverse effect on the value of the
commodities and/or the Buyer’s ability to on-sell the commodities which may, in turn, affect the Buyer’s
ability to perform its obligations (including payment obligations) under the Master Murabaha Agreement
and, in turn in respect of the Certificates.

Ownership of the Shares comprising the Share Portfolio

In order to comply with the requirements of Shariah, an ownership interest (in the form of Share Interests)
in the Shares comprising the Share Portfolio for a Series will be assigned, transferred and conveyed to the
Trustee under the Master Assignment Agreement, as supplemented by the Supplemental Assignment
Agreement (together, the “Assignment Agreement”). The Trustee will declare a trust in respect of the Share
Interests owned by the Trustee relating to such Shares and the other relevant Trust Assets in favour of the
Certificateholders of the relevant Series pursuant to the Master Declaration of Trust, as supplemented by the
relevant Supplemental Declaration of Trust (together, the “Declaration of Trust”). Accordingly,
Certificateholders will (through the ownership interest of the Trustee) have an undivided beneficial
ownership interest in the relevant Share Interests unless the transfer of Share Interests relating to such Shares
is prohibited by, or ineffective under, any applicable law (see “Transfer of the Share Interests relating to the
Shares” below).

No investigation or enquiry will be made and no due diligence will be conducted in respect of the Shares
comprised in the relevant Share Portfolio for any Series. The Shares will be selected by the Obligor, and the
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Certificateholders, the Trustee and the Delegate will have no ability to influence such selection. Only limited
representations will be obtained from the Obligor in respect of such Shares in the Assignment Agreement
and the transfer agreements to be entered into pursuant to the Purchase Undertaking and the Substitution
Undertaking (in particular, precise terms relating to any restrictions on transfer or future obligations required
to be performed by the Obligor to give effect to the transfer will not be known). No steps will be taken to
register or perfect (in any way) the assignment, transfer and conveyance of such Share Interests
(notwithstanding that such registration or perfection may be required under applicable law).

Transfer of the Share Interests relating to the Shares comprising the Share Portfolio

No investigation has been or will be made as to whether the Share Interests relating to any Shares may be
transferred as a matter of the law governing the relevant Transaction Documents pursuant to which any such
transfer is made, the law of the jurisdiction where such Shares are located or any other relevant law. No
investigation will be made to determine if the Assignment Agreement will have the effect of transferring the
Share Interests relating to the relevant Share Portfolio.

Nevertheless, upon any Dissolution Event, the Certificateholders will not have any rights of enforcement as
against the particular Shares comprised in the relevant Share Portfolio. Their rights are limited to: (i)
enforcement against the Obligor of its obligation to purchase the Share Interests relating to the Share
Portfolio pursuant to the terms of the Purchase Undertaking; and (ii) upon any failure to comply with its
obligations under the Transaction Documents as described in this Prospectus, a pro rata share of the proceeds
of the enforcement thereof.

Accordingly, any such restriction on the ability of the Obligor to perfect the sale of the relevant Shares to the
Trustee is likely to be of limited consequence to the rights of the Certificateholders.

By way of further assurance, the Obligor has covenanted in the Purchase Undertaking and the Declaration
of Trust that to the extent that any transfer of any of the Share Interests relating to the relevant Shares is not
effective in any jurisdiction for any reason, it will make restitution in respect of those Shares, will fully
accept title to the Shares on the basis of the title interest which the Trustee may have in the same and, if that
interest is disputed or challenged, will fully indemnify the Trustee for the purpose of redemption in full or
in part, as the case may be, of the Certificates and, accordingly, the amount payable under such indemnity
will equal the relevant Exercise Price, Certificateholder Put Right Exercise Price or Change of Control
Exercise Price, as the case may be (see “Summary of the Principal Transaction Documents — Purchase
Undertaking” and “Summary of the Principal Transaction Documents — Declaration of Trust”).

The Obligor has agreed under the terms of the Declaration of Trust to submit to the exclusive jurisdiction of,
at the option of the Delegate, the courts of England in respect of any dispute, claim, difference or controversy
arising out of or in connection with the Declaration of Trust, subject to the right of the Trustee (or the
Delegate on behalf of the Certificateholders) to elect to bring proceedings in any other court or courts of
competent jurisdiction.

If the Obligor fails to purchase the Share Interests relating to the Share Portfolio of any Series in accordance
with the Purchase Undertaking, the Delegate (on behalf of the Certificateholders) may, subject to the matters
set out in Condition 12 and the terms of the Declaration of Trust, seek to enforce, inter alia, the provisions
of the Purchase Undertaking and the Declaration of Trust against the Obligor by commencing proceedings
in the English courts. To the extent that it obtains an English judgment in its favour, it may seek to enforce
that judgment or award in a Bahraini court. The Bahraini courts should respect the choice of English law as
the governing law of the Declaration of Trust, although see “Risks associated with enforcing arbitral awards
and foreign judgments in Bahrain”.

The Shares are valued at cost and the purchase price may not reflect the current market value

The purchase price payable by the Trustee (as Purchaser) to Mumtalakat (as Seller) in consideration for the
assignment, transfer and conveyance of Share Interests relating to the Shares comprising the Initial Share
Portfolio relating to any Series are based on the total amount raised from the issuance of the Certificates of
such Series. The current market value of such Shares may be higher or lower than the purchase price being
paid by the Purchaser. In the event of default by the Obligor in performing its purchase and/or payment
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obligations under the Purchase Undertaking, the Trustee may require the Obligor to purchase its Share
Interests (over which a trust is declared in favour of the Certificateholders as described above) relating to the
Shares comprising the Share Portfolio.

There can be no assurance that the net proceeds realisable from such sale of Share Interests (and any other
property comprised in the Trust Assets) will be sufficient to make all payments due in respect of the
Certificates. Any shortfall following such disposal will be recoverable only by subsequent proceedings
against the Obligor.

Risks relating to taxation

The value of the Certificates could be adversely affected by a change in tax law

Statements in this Base Prospectus concerning the taxation of investors are of a general nature and are based
upon current law and practice in the jurisdictions stated. Such law and practice is, in principle, subject to
change, possibly with retrospective effect, and this could adversely affect investors.

In addition, any change in legislation or in practice in a relevant jurisdiction could adversely impact (i) the
ability of the Obligor to make payments under the Transaction Documents to which it is a party and/or the
Trustee to make payments under any Series of Certificates; and (ii) the market value of the Certificates.

EU Directive on the Taxation of Savings Income

EC Council Directive 2003/48/EC on the taxation of savings income (the “Savings Directive”) requires EU
Member States to provide to the tax authorities of other EU Member States details of certain payments of
interest and other similar income paid or secured by a person established within its jurisdiction to (or for the
benefit of) an individual resident, or certain other types of entity established, in that other EU Member State,
except that Austria and Luxembourg will instead impose a withholding system for a transitional period
(subject to a procedure whereby, on meeting certain conditions, the beneficial owner of the interest or other
income may request that no tax be withheld) unless during such period they elect otherwise. The
Luxembourg government has announced its intention to elect out of the withholding system in favour of an
automatic exchange of information with effect from 1 January 2015.

A number of third countries and territories including Switzerland have adopted similar measures to the
Savings Directive. The precise scope of what constitutes interest or similar income for the purposes of the
Savings Directive is unclear and accordingly it is possible that certain payments which are made in respect
of the Certificates (such as the Periodic Distribution Amounts) could be within the scope of the Savings
Directive.

On 24 March 2014, the Council of the European Union adopted a Directive (the “Amending Directive”)
which will, when implemented, amend and broaden the scope of the requirements of the Savings Directive
described above. The Amending Directive will expand the range of payments covered by the Savings
Directive, in particular to include additional types of income payable on securities, and the circumstances in
which payments must be reported or paid subject to withholding. For example, payments made to (or for the
benefit of) (i) an entity or legal arrangement effectively managed in an EU Member State that is not subject
to effective taxation; or (ii) a person, entity or legal arrangement established or effectively managed outside
of the EU (and outside any third country or territory that has adopted similar measures to the Savings
Directive) which indirectly benefit an individual resident in an EU Member State, may fall within the scope
of the Savings Directive, as amended. The Amending Directive requires EU Member States to adopt national
legislation necessary to comply with it by 1 January 2016, which legislation must apply from 1 January 2017.

If a payment were to be made or collected through an EU Member State which has opted for a withholding
system and an amount of, or in respect of, tax were to be withheld from that payment pursuant to the Savings
Directive or any other Directive implementing the conclusions of the Economic and Financial Affairs
Council (the “ECOFIN Council”) meeting of 26-27 November 2000 on the taxation of savings income or
any law implementing or complying with, or introduced in order to conform to such Directive, neither the
Trustee nor any Paying Agent nor any other person would be obliged to pay additional amounts with respect
to any Certificate as a result of the imposition of such withholding tax. Furthermore, once the Amending
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Directive is implemented and takes effect in EU Member States, such withholding may occur in a wider
range of circumstances than at present, as explained above.

The Trustee is required to maintain a Paying Agent with a specified office in an EU Member State that is not
obliged to withhold or deduct tax pursuant to any law implementing the Savings Directive or any other
Directive implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000, which
may mitigate an element of this risk if the Certificateholder is able to arrange for payment through such a
Paying Agent. However, investors should choose their custodians and intermediaries with care, and provide
each custodian and intermediary with any information that may be necessary to enable such persons to make
payments free from withholding and in compliance with the Savings Directive, as amended.

Investors who are in any doubt as to their position should consult their professional advisers.

Payments made on or with respect to the Certificates may be subject to U.S. withholding tax

In certain circumstances payments made on or with respect to the Certificates after 31 December 2016 may
be subject to U.S. withholding tax under Sections 1471 through 1474 of the U.S. Internal Revenue Code
(commonly referred to as the Foreign Account Tax Compliance Act or “FATCA”). As a general matter, the
FATCA rules are designed to require U.S. persons’ direct and indirect ownership of non-U.S. accounts and
non- U.S. entities to be reported to the U.S. Internal Revenue Service (the “IRS”). The 30 per cent.
withholding tax regime applies if there is a failure to provide required information regarding U.S. ownership
or otherwise establish an exemption from the withholding. This withholding does not apply to payments on
Certificates that are issued prior to 1 July 2014 (or, if later, the date that is six months after the date on which
the final regulations that define “foreign passthru payments” are published) unless the Certificates are
“materially modified” after that date or are characterised as equity for U.S. federal income tax purposes.

Whilst the Certificates are in global form and held within Euroclear and Clearstream, Luxembourg (together,
the International Central Securities Depository or “ICSDs”), in all but the most remote circumstances, it is
not expected that FATCA will affect the amount of any payment received by the ICSDs (see “Taxation —
Foreign Account Tax Compliance Act’). However, FATCA may affect payments made to custodians or
intermediaries in the subsequent payment chain leading to the ultimate investor if any such custodian or
intermediary generally is unable to receive payments free of FATCA withholding. It also may affect payment
to any ultimate investor that is a financial institution that is not entitled to receive payments free of
withholding under FATCA, or an ultimate investor that fails to provide its broker (or other custodian or
intermediary from which it receives payment) with any information, forms, other documentation or consents
that may be necessary for the payments to be made free of FATCA withholding. Investors should choose the
custodians or intermediaries with care (to ensure each is compliant with FATCA or other laws or agreements
related to FATCA), and provide each custodian or intermediary with any information, forms, other
documentation or consents that may be necessary for such custodian or intermediary to make a payment free
of FATCA withholding. Investors should consult their own tax adviser to obtain a more detailed explanation
of FATCA and how FATCA may affect them. The Trustee’s obligations under the Certificates are discharged
once it has paid the common depositary for the ICSDs (as holder of the Certificates) and therefore, neither
the Trustee nor the Obligor shall have any responsibility for any amount thereafter transmitted through the
hands of the ICSDs and custodians or intermediaries.

Risks relating to Bahrain and the GCC

Bahrain is located in a region that has been subject to on-going political and security concerns

Bahrain is located in a region that is strategically important and parts of this region have, at times,
experienced political instability. Regional wars, such as the Gulf War of 1991, the Iraq War of 2003 and the
2006 conflict in Lebanon as well as terrorist acts, maritime piracy or other forms of instability, including
continuing conflict in Syria, Iraq and global tensions over Iran’s nuclear programme, in the Middle East and
surrounding regions that may or may not directly involve Bahrain may have a material adverse effect on
Mumtalakat’s results of operations, financial condition and prospects and could therefore affect the ability
of Mumtalakat to perform its financial obligations.
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Political considerations relating to Bahrain

Parliamentary elections were held in October 2010 despite some domestic political tension. Approximately
67 per cent. of eligible voters cast their vote, which was a significantly higher turn-out rate than in previous
parliamentary elections. The party with the most seats (18 out of 40) was Al Wefagq, the largest political party
in Bahrain. It should be noted that some political parties boycotted the parliamentary election process.

On 14 February 2011, protests and demonstrations were held in Bahrain, protesting against the Government
(the “February — March 2011 Protests”). The date was chosen to coincide with the anniversary of
Bahrain’s constitutional reforms of 2002. In the following weeks, the GCC or “Pearl” roundabout became
the staging post for widespread protests in the centre of Manama and neighbouring areas.

On 14 March 2011, amid growing domestic unrest, the GCC deployed the Peninsula Shield, which was
formed in 1981 as a measure for co-ordinating collective security challenges within GCC member states, of
which Bahrain is a member. The following day, Bahraini security forces evacuated the Pearl roundabout.

On 16 March 2011, His Majesty, King Hamad bin Isa Al Khalifa, issued Royal Decree No. 18 of 2011
announcing a state of National Safety for a period of three months. This period was scheduled to end on
15 June 2011. On 1 June 2011, and ahead of the scheduled date, His Majesty, King Hamad bin Isa Al Khalifa
declared an end to the period of National Safety with the goal of encouraging national dialogue and
reconciliation.

Following on from this period of unrest, the National Consensus Dialogue (the “Dialogue”), which included
participants from across Bahrain’s political, social and religious spectrum, including representatives of a
range of different expatriate and religious groups, took place in July 2011. The Dialogue produced a number
of recommendations for constitutional and legislative reform. Most significantly, it proposed constitutional
amendments to increase the powers of parliament and in particular of its elected chamber. These
amendments were ratified by His Majesty, King Hamad bin Isa Al Khalifa on 3 May 2012. Due to the
withdrawal of the Coalition of Six Societies, the remaining participants agreed to suspend the Dialogue
sessions while keeping the door open to resume the Dialogue when the Coalition of Six Societies decide to
return to the Dialogue.

The Bahrain Independent Commission of Inquiry (the “BICI”) was established by Royal Order in June 2011
and produced a report on 23 November 2011, setting out detailed narrative regarding the events that had
taken place during the February — March 2011 Protests and presented a series of recommendations involving
comprehensive, structural reform and a process of national reconciliation. The Government pledged to
implement the BICI recommendations in their entirety. In a report dated 20 March 2012, a high level
National Commission formed to monitor the Government’s progress found that the Government had made
substantial progress towards fully implementing the BICI recommendations, with the most important issues
already addressed and clear procedures in place to complete those recommendations that remain outstanding.
In December 2013 and February 2014, the Government issued follow up reports outlining the further
implementation of the BICI recommendations.

Although there has continued to be sporadic unrest since 2011, the level of unrest has continued to decline.
However, there can be no assurance there will not be further protests and domestic unrest in the future, nor
can there be any assurance that further unrest, or concerns about potential future unrest, will not have a
material adverse impact on foreign direct investment in Bahrain, Bahrain’s reputation as a regional leader in
the financial services sector or its reputation generally.

Political instability in Bahrain and in the region may have a material adverse effect on Bahrain’s economy
and adversely affect the trading price of the Certificates.
Risks relating to enforcement in Bahrain

Risks associated with enforcing arbitral awards and foreign judgments in Bahrain

The payments under the Certificates are dependent upon the Obligor making payments to the Trustee in the
manner contemplated under the Transaction Documents. If the Obligor fails to do so, it may be necessary to
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bring an action against the Obligor to enforce its obligations and/or to claim damages, as appropriate, which
may be costly and time consuming.

The Conditions are governed by English law. Under the Conditions, any dispute arising out of or in
connection with the Certificates shall be referred to and, subject to the terms of the Certificates, may be
finally resolved by arbitration. Bahrain has ratified the New York Convention on the Recognition and
Enforcement of Foreign Arbitral Awards 1958 and the party seeking to enforce the arbitration award in
Bahrain must supply:

(a)  the duly authenticated original or a duly certified copy of the award; and
(b)  the original or a duly certified copy of the arbitration agreement.

However, the enforcement of the arbitration award may be refused at the request of the party against whom
it is invoked, if that party furnishes to the competent authority where the recognition and enforcement is
sought proof that:

(1) the party to the agreement was, under the law applicable to it, under some incapacity, or the said
agreement is not valid under the law to which the parties have subjected to or failing any indication
thereon under the law of Bahrain;

(i)  the party against whom the award is invoked was not given proper notice of the appointment of the
arbitrator or of the arbitration proceedings or was otherwise unable to present his case;

(i)  the award deals with a dispute not contemplated by or not falling within the terms of the submission
to arbitration or it contains decisions on matters beyond the scope of the submission to arbitration,
provided that if the decision on matters submitted to arbitration can be separated from those not so
submitted, only that part of the award which contains decisions on matters not submitted to arbitration
may be set aside;

(iv) the composition of the arbitral authority or the arbitral procedure was not in accordance with the
agreement of the parties, or failing such agreement, was not in accordance with the laws of the country
where the arbitration took place; or

(v)  the award has not yet become binding on the parties, or has been set aside or suspended by a
competent authority of the country in which, or under the laws of which that award was made.

Recognition and enforcement of an arbitral award may also be refused if the competent authority in Bahrain
finds that:

(1) the subject matter of the dispute is not capable of settlement by arbitration under the laws of that
country; or

(i)  the recognition or enforcement of the award would be contrary to the public policy of that country.

In addition, no document will be admitted in evidence in the courts of Bahrain (the “Bahraini Courts”)
unless they are submitted in Arabic or accompanied by a duly authenticated Arabic translation approved by
the Official Translator of the Bahraini Courts, which will be the official text.

The Delegate (on behalf of the relevant Certificateholders) may, in the alternative and at its sole discretion,
opt to resolve a dispute with the courts, in which case the court of England and Wales have exclusive
jurisdiction to settle disputes, except that the Delegate may take proceedings relating to a dispute arising out
of or in connection with the Certificates in any other courts with jurisdiction.

The Obligor is a Bahraini company and it may be difficult for Certificateholders to enforce court
Jjudgments against it

Notwithstanding that a judgment may be obtained in an English court, there is no assurance that the Obligor
has or would at the relevant time have assets in the United Kingdom against which such a judgment could
be enforced since almost all of the Obligor’s operations and assets are currently located in Bahrain.
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Accordingly, there may be insufficient assets of the Obligor to satisfy in whole or part any judgment obtained
from an English court relating to amounts owing under the Certificates.

As there has been no reciprocity between England and Bahrain, the Bahraini Courts are unlikely to enforce
an English judgment without requesting that a fresh case is filed in the Bahraini Courts which may lead to
the possibility that the Bahraini Courts may re-examine the merits of the claim although the Bahraini Courts
may also accept the English court judgment as evidence of a debt. The choice by the parties of English law
as the governing law of the transaction will be recognised by the Bahraini Courts provided that the provisions
thereof are (i) proved, as a matter of evidence, by the party relying on it; and (ii) not contrary to Bahraini
public order and morality.

Judicial precedents in Bahrain generally do not have binding effect on subsequent decisions except as a
directive for decisions of the Constitutional Court (the “Constitutional Court”). Although decisions
rendered by the Court of Cassation (the “Court of Cassation”) do not have binding effect on lower courts,
the present practice is for the lower courts to adhere to the precedents and principles laid down by the Court
of Cassation. There is no formal system of reporting court decisions in Bahrain except for those decisions of
the Court of Cassation and the Constitutional Court.

In addition, there is limited reciprocity between Bahrain and other countries in relation to the recognition
and enforcement of judgments. The Bahraini Courts may enforce a foreign court judgment without re-
examining the merits of the claim, provided that:

(1) such court enforces judgments and orders rendered in Bahrain;

(i)  the Bahraini Courts did not have jurisdiction in the matter in respect of which the order or judgment
has been made and it was made by a foreign court of competent jurisdiction under the jurisdiction
rules or laws applied by such court;

(iii) the parties had been served with due notice to attend and had been properly represented;
(iv)  the judgment was final in accordance with the law of the court making it; and

(v)  the judgment did not conflict with any previous decision of the Bahraini Courts and did not involve
any conflict with public order or morality in Bahrain.

Generally, where provisions relating to interest payments are provided for in an agreement, the Bahraini
Courts may give effect to such a provision so long as the agreement between the parties which provides for
payment of interest is a commercial agreement relating to commercial activities.

The Certificateholders may not be able to obtain specific enforcement of the Obligor’s obligations under the
Transaction Documents, or obtain monetary damages sufficient to cover any losses incurred in connection
with their investment in the Certificates.

In the event that the Obligor fails to perform its obligations under the Transaction Documents, the potential
remedies available to the Certificateholders include obtaining an order for specific enforcement of the
relevant obligations or a claim for damages. There is no assurance that any court would order specific
performance of a contractual obligation.

The amount of damages which a court may award in respect of a breach will depend upon a number of
possible factors. No assurance is provided on the level of damages which a court may award in the event of
a failure by the Obligor to perform its obligations under the Transaction Documents.

Waiver of immunity

To the extent permitted by law, the Obligor has waived its rights in relation to sovereign immunity (including,
without limitation, Article 251 of the Law of Civil and Commercial Procedure (Decree Law No. 12/1971 of
the laws of Bahrain). However, there can be no assurance as to whether such waiver of immunity from
execution or attachment or other legal process by it under the Transaction Documents is valid and binding
under the laws of Bahrain.
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STRUCTURE DIAGRAM AND CASHFLOWS

Set out below is a simplified structure diagram and description of the principal cash flows underlying each
Series issued. Potential investors are referred to the terms and conditions of the Certificates set out in “Terms
and Conditions of the Certificates” and the detailed descriptions of the relevant Transaction Documents set
out in “Summary of the Principal Transaction Documents” for a fuller description of certain cash flows and

for an explanation of the meaning of certain capitalised terms used below.
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Principal Cashflows

Payments by the Certificateholders and the Trustee

On the Issue Date, the Certificateholders will pay the issue price in respect of the Certificates (the “Issue
Proceeds”) to the Trustee and the Trustee will pay:

(a)  the percentage specified in the applicable Final Terms, being no less than 51 per cent., of the Issue
Proceeds to Mumtalakat (in its capacity as seller) as the purchase price payable under the relevant
Supplemental Assignment Agreement for the purchase of all of Mumtalakat’s interests, rights,
benefits and entitlements (excluding legal title) in, to and under a portfolio of Shares (the “Share
Portfolio”) including, but not limited to, the right to receive any payments or other distributions made
in respect of such Shares, the benefit of any appreciation in the Value of such Shares and the right to

exercise all voting rights attached to such Shares (the “Share Interests”); and

(b)  the percentage specified in the applicable Final Terms, being no more than 49 per cent., of the Issue
Proceeds in the purchase of commodities to be sold to Mumtalakat (in its capacity as buyer, the
“Buyer”) on a deferred payment basis for an amount specified in a letter of offer and acceptance (the
“Deferred Sale Price”) pursuant to the Master Murabaha Agreement (the “Commodity Murabaha

Investment”),

and Shares comprised in the Share Portfolio (as may be substituted from time to time) and the Commodity
Murabaha Investment and all other rights arising under or with respect to the Share Portfolio and the
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Commodity Murabaha Investment (including the right to receive payment of the Deferred Sale Price and any
other amounts or distributions due in connection with the relevant Shares and Commodity Murabaha
Investment) shall comprise a Wakala Portfolio in respect of such Series.

Periodic Distribution Payments

In relation to a Series, all revenues from the Wakala Portfolio (including any amounts of Deferred Sale Price
to be paid in respect of the Commodity Murabaha Investment and any dividend or distribution amounts paid
in respect of the Share Portfolio) (the “Wakala Portfolio Revenues™) will be recorded by the Service Agent
in the Collection Account. By no later than the business day prior to each Wakala Distribution Determination
Date, the Service Agent shall pay into the Transaction Account from the Collection Account an amount equal
to the aggregate of all Periodic Distribution Amounts payable on the relevant Periodic Distribution Date by
the Trustee under the Certificates of the relevant Series together with any amounts payable pursuant to
Conditions 5(b)(i) and 5(b)(ii) (the “Required Amount”) and such Required Amount shall be applied by the
Trustee for those purposes.

If the Wakala Portfolio Revenues are greater than the Required Amount, such excess returns shall be credited
to a separate account by the Service Agent (such account, the “Reserve Account”). If the Wakala Portfolio
Revenues are insufficient to fund the Required Amount, the Service Agent shall apply amounts standing to
the credit of the Reserve Account towards such shortfall, by paying an amount equal to the same into the
Transaction Account. If, having applied such amounts from the Reserve Account, there remains a shortfall
between the amount standing to the credit of the Transaction Account and the Required Amount, the Service
Agent may in its sole discretion provide Shariah-compliant funding to the Trustee in an amount equal to the
shortfall remaining (if any) on terms that such funding is repayable (i) from Wakala Portfolio Revenues
received in respect of a subsequent period, or (ii) on the relevant Dissolution Date (such funding in relation
to a Series, a “Liquidity Facility”).

Payment of the Dissolution Distribution Amount on the Scheduled Dissolution Date

On the second business day prior to the relevant Scheduled Dissolution Date in relation to each Series:
(a)  the final payment of the outstanding Deferred Sale Price shall become due and payable; and

(b)  the Trustee will have the right under the Purchase Undertaking to require the Obligor to purchase all
of its Share Interests relating to the Shares comprised in the Share Portfolio in consideration for
payment by the Obligor of the relevant Exercise Price,

and such amounts are intended to fund the Dissolution Distribution Amount payable by the Trustee under
the Certificates on the Scheduled Dissolution Date.

Payment of the Dissolution Distribution Amount in the event of early redemption

The Certificates in relation to any Series may be redeemed in whole or in part prior to the relevant Scheduled
Dissolution Date for the following reasons: (i) following a Dissolution Event, (ii) for tax reasons, (iii) if so
specified in the applicable Final Terms, at the option of the Obligor, (iv) if so specified in the applicable Final
Terms, at the option of the Certificateholders or (v) if so specified in the applicable Final Terms, following
the occurrence of a Change of Control Event, or (vi) if 75 per cent. or more in face amount of the Certificates
then outstanding have been redeemed and/or purchased and cancelled pursuant to Condition 8, at the option
of the Obligor.

In respect of an early redemption for tax reasons or an early redemption at the option of the Obligor pursuant
to paragraph (iii) or (vi) above, on the second business day prior to the Early Tax Dissolution Date or
Optional Dissolution Date, as the case may be:

(a)  all remaining amounts of the Deferred Sale Price shall become due and payable; and

(b)  the Obligor will have the right under the Sale Undertaking to require the Trustee to transfer and
convey to the Obligor all of its Share Interests relating to all of the Shares comprised in the Share
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Portfolio in consideration for payment by the Obligor of the relevant Exercise Price or the Clean Up
Call Right Exercise Price, as the case may be,

and such amounts are intended to fund the Dissolution Distribution Amount payable by the Trustee under
the Certificates on the relevant Dissolution Date.

In respect of an early redemption following a Dissolution Event, at the option of the Certificateholders or
following the occurrence of a Change of Control Event, on the second business day prior to the relevant
Dissolution Event Redemption Date, Change of Control Put Date or Certificateholder Put Right Date, as the
case may be:

(a)  all or a proportion of all remaining amounts of the Deferred Sale Price will become immediately due
and payable; and

(b)  the Trustee will have the right under the Purchase Undertaking to require the Obligor to purchase all
of its Share Interests relating to all or a portion, as applicable, of the Shares comprised in the Share
Portfolio in consideration for payment by the Obligor of the relevant Exercise Price, Certificateholder
Put Right Exercise Price or Change of Control Exercise Price, as the case may be,

and such amounts are intended to fund the Dissolution Distribution Amount payable by the Trustee under
the Certificates on the relevant Dissolution Date.

For Shariah reasons, the Optional Dissolution Right and the Certificateholder Put Right cannot both be
specified as applicable in the applicable Final Terms in respect of any single Series.

Purchase and Cancellation of Certificates

Pursuant to Condition 8(h), the Obligor and its subsidiaries may at any time purchase Certificates in the open
market or otherwise. In connection with the Obligor fulfilling its obligation to cancel any Certificates so
purchased:

(a)  all or a proportion of all remaining amounts of Deferred Sale Price will be deemed to be cancelled;
and

(b)  the Obligor shall exercise its right under the Sale Undertaking to require the Trustee to transfer and
convey all of its Share Interests relating to a specified portion (as applicable) of the Shares comprised
in the Share Portfolio to the Obligor in consideration for cancellation of the relevant Certificates
pursuant to Condition 8(i),

in each case on the relevant date specified by the Obligor for cancellation.
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OVERVIEW OF THE PROGRAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety by,
the remainder of this Base Prospectus and, in relation to the terms and conditions of any particular Series,
the applicable Final Terms. The Trustee and any relevant Dealer(s) may agree that Certificates shall be
issued in a form other than that contemplated in the Terms and Conditions of the Certificates, in which event,
in the case of listed Certificates only and, if appropriate, a supplemental prospectus will be published.

Words and expressions defined in “Terms and Conditions of the Certificates” and “Summary of Provisions
relating to the Certificates while in Global Form” shall have the same meanings in this overview.

Obligor, Seller, Buyer and Service
Agent:

Trustee:

Ownership of the Trustee:

Arranger:

Dealers:

Delegate:

Bahrain Mumtalakat Holding Company B.S.C. (c) incorporated in
Bahrain under Commercial Registration Number: 61579, in its
capacity as Obligor pursuant to the Purchase Undertaking, Seller
under the Master Assignment Agreement, Buyer under the Master
Murabaha Agreement and Service Agent under the Service Agency
Agreement.

Mumtalakat Sukuk Holding Company, as issuer of the Certificates
and as trustee for and on behalf of the Certificateholders, an
exempted company with limited liability incorporated on 16
September 2014 in accordance with the Companies Law of the
Cayman Islands and formed and registered in the Cayman Islands
with company registration number 291803 with its registered office
at c/o Maples Corporate Services Limited, P.O. Box 309, Ugland
House, Grand Cayman, KY1-1104, Cayman Islands.

The Trustee has been incorporated solely for the purpose of
participating in the transactions contemplated by the Transaction
Documents (as defined below) to which it is a party.

The authorised share capital of the Trustee is U.S.$50,000
consisting of 50,000 shares of U.S.$1.00 each, of which one share
is fully paid up and issued. The Trustee’s entire issued share capital
is held by Bahrain Mumtalakat Holding Company B.S.C. (c).

HSBC Bank plc

HSBC Bank plc, BNP Paribas, Deutsche Bank AG, London Branch,
Mitsubishi UFJ Securities International plc and Standard Chartered
Bank.

The Obligor may from time to time terminate the appointment of
any dealer under the Programme or appoint additional dealers either
in respect of one or more Series or in respect of the whole
Programme. References in this Base Prospectus to ‘“Permanent
Dealers” are to the persons listed above as Dealers and to such
additional persons that are appointed as dealers in respect of the
whole Programme (and whose appointment has not been
terminated) and references to “Dealers” are to all Permanent
Dealers and all persons appointed as a dealer in respect of one or
more Series.

Citibank, N.A., London Branch (the “Delegate”). In accordance
with the Master Declaration of Trust, the Trustee will, inter alia,
unconditionally and irrevocably appoint the Delegate to be its
attorney and to exercise certain present and future duties, powers,
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Principal Paying Agent, Transfer
Agent and Calculation Agent:

Registrar:

Initial Programme Size:

Method of Issue:

Currencies:

Maturities:

Issue Price:

Denomination of Certificates:

authorities and discretions vested in the Trustee by certain
provisions of the Master Declaration of Trust in accordance with the
terms of the Master Declaration of Trust. In particular, the Delegate
shall be entitled to (and, in certain circumstances, shall, subject to
being indemnified and/or secured and/or prefunded to its
satisfaction, be obliged to) take enforcement action in the name of
the Trustee against the Obligor (in any capacity) following a
Dissolution Event.

Citibank, N.A., London Branch

Citigroup Global Markets Deutschland AG

Up to U.S.$1,000,000,000 (or its equivalent in other currencies
calculated as described in the Dealer Agreement) aggregate nominal
amount of Certificates outstanding at any time. The size of the
Programme may be increased in accordance with the terms of the
Dealer Agreement.

The Certificates may be issued by way of public or private
placement and in each case on a syndicated or non-syndicated basis.
The Certificates will be issued in series (each series of Certificates
being a “Series”).

Subject to compliance with all relevant laws, regulations and
directives, Certificates may be issued in any currency (each a
“Specified Currency”) agreed between the Trustee, the Obligor
and the relevant Dealer.

The Certificates will have such maturities as may be agreed
between the Trustee, the Obligor and the relevant Dealer, subject to
such minimum or maximum maturities as may be allowed or
required from time to time by the relevant central bank (or
equivalent body) or any laws or regulations applicable to the
Trustee, the Obligor or the Specified Currency.

Certificates may be issued at any price on a fully paid basis, as
specified in the applicable Final Terms. The price and amount of
Certificates to be issued under the Programme will be determined
by the Trustee, the Obligor and the relevant Dealer(s) at the time of
issue in accordance with prevailing market conditions.

The Certificates will be issued in such denominations as may be
agreed between the Trustee, the Obligor and the relevant Dealer(s),
save that (i) the minimum denomination of each Certificate will be
such amount as may be allowed or required from time to time by the
relevant central bank (or equivalent body) or any laws or regulations
applicable to the Specified Currency, (ii) the minimum
denomination of each Certificate admitted to trading on a regulated
market within the EEA or offered to the public in an EU Member
State, in circumstances which require the publication of a
prospectus under the Prospectus Directive, will be at least €100,000
(or, if the Certificates are denominated in a currency other than
euro, the equivalent amount in such currency, as calculated on the
Issue Date of such Series) and (iii) unless otherwise permitted by
such current laws and regulations, Certificates (including
Certificates denominated in sterling) which have a maturity of less
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Status of the Certificates:

Trust Assets:

Periodic Distribution Amounts:

Negative Pledge:

Cross Default:

than one year and in respect of which the issue proceeds are to be
accepted by the Trustee in the United Kingdom or whose issue
otherwise constitutes a contravention of section 19 of the FSMA
will have a minimum denomination of £100,000 (or, if the
Certificates are denominated in a currency other than sterling, the
equivalent amount in such currency, as calculated on the Issue Date
of such Series).

The Certificates will represent an undivided beneficial ownership
interest in the Trust Assets of the relevant Series and will be limited
recourse obligations of the Trustee. Each Certificate will constitute
unsecured obligations of the Trustee and shall at all times rank pari
passu and without any preference or priority with all other
Certificates of the relevant Series.

The payment obligations of the Obligor (in any capacity) to the
Trustee under the Transaction Documents in respect of each Series
of Certificates will be direct, unconditional, unsubordinated and
(subject to the negative pledge provisions described in Condition
6(b)) unsecured obligations of the Obligor and shall, save for such
exceptions as may be provided by applicable legislation and subject
to the negative pledge provisions described in Condition 6(b), at all
times rank at least equally with all other unsecured and
unsubordinated obligations of the Obligor, present and future.

The Trust Assets of the relevant Series will be (i) the cash proceeds
of the issue of the relevant Series of Certificates, pending
application thereof in accordance with the terms of the Transaction
Documents; (ii) the Trustee’s rights, title, interest, benefits and
entitlements, present and future, in, to and under the Wakala
Portfolio; (iii) the Trustee’s rights, title, interest, benefits and
entitlements, present and future, in, to and under the Transaction
Documents (other than in relation to the Excluded Representations
(as defined in the Conditions) and the covenant given to the Trustee
pursuant to Clause 17.1 of the Master Declaration of Trust); and (iv)
all monies standing to the credit of the relevant Transaction Account
from time to time, and all proceeds of the foregoing listed (i) to (iv)
(the “Trust Assets”).

Certificateholders are entitled to receive Periodic Distribution
Amounts calculated on the basis specified in the applicable Final
Terms.

Each Certificate will bear profit on its outstanding face amount at
such fixed rate per annum equal to the Profit Rate (as defined in the
Conditions) and on such date or dates as may be agreed between the
Trustee, the Obligor and the relevant Dealer(s), calculated in
accordance with such Day Count Fraction as may be agreed
between the Trustee, the Obligor and the relevant Dealer(s), each as
more particularly described in Condition 7.

The Certificates will have the benefit of a negative pledge granted
by the Obligor in respect of itself, as described in Condition 6(b).

In respect of the Obligor, the Certificates will have the benefit of a
cross-default provision, as described in sub-paragraph (c) of the
definition of “Obligor Event” corresponding thereto.
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Dissolution on the Scheduled
Dissolution Date:

Dissolution Distribution Amount:

Early Dissolution of the Trust:

Unless the Certificates are previously redeemed or purchased and
cancelled in full, the Trustee will redeem each Certificate at the
relevant Dissolution Distribution Amount on the relevant Scheduled
Dissolution Date specified in the applicable Final Terms for such
Series and the Trust in relation to the relevant Series will be
dissolved by the Trustee following the payment of all such amounts
in full.

In relation to each Certificate of a Series, either:
(1) the sum of:
(a)  the outstanding face amount of such Certificate; and

(b)  any accrued but unpaid Periodic Distribution Amounts
for such Certificate; or;

(i1)  (in the case of an exercise of the Obligor Dissolution Right
pursuant to Condition 8(c)) if so specified in the applicable
Final Terms, the Make-Whole Dissolution Amount (as
defined in the Conditions) in respect of such Certificate; or

(iii)  such other amount specified in the applicable Final Terms as
being payable upon any Dissolution Date.

The Trust may only be dissolved (in whole or in part) prior to the
Scheduled Dissolution Date upon the:

1) occurrence of a Dissolution Event;

(i)  exercise of an Optional Dissolution Right (if applicable to
the relevant Series);

(i) exercise of a Certificateholder Put Right (if applicable to the
relevant Series);

(iv) exercise of a Change of Control Put Right (if applicable to
the relevant Series);

(v)  exercise of an Obligor Clean Up Call Right (if applicable to
the relevant Series); or

(vi)  the occurrence of a Tax Event.

In each case, the Certificates of a Series will be redeemed pursuant
to the exercise of the Purchase Undertaking or the Sale Undertaking
(as applicable) whereupon the Obligor will pay the relevant
Exercise Price, Change of Control Exercise Price, Certificateholder
Put Right Exercise Price or Clean Up Call Right Exercise Price, as
the case may be, to the Trustee and receive from the Trustee the
Share Interests relating to all or the relevant proportion of the
Shares comprising the Share Portfolio, the Change of Control
Shares, the Certificateholder Put Right Shares or the Clean Up Call
Right Shares, as the case may be.

The relevant Exercise Price, Change of Control Exercise Price,
Certificateholder Put Right Exercise Price or Clean Up Call Right
Exercise Price payable under the Purchase Undertaking or the Sale
Undertaking, as the case may be, together with all or, as applicable,
a proportion of all remaining amounts of the Deferred Sale Price
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Dissolution Events:

Early Dissolution for Tax Reasons:

Optional Dissolution Right:

Certificateholder Put Right:

Change of Control Put Right:

will be used to fund the redemption of the Certificates of the
relevant Series at an amount equal to the relevant Dissolution
Distribution Amount.

Following the occurrence and continuation of a Dissolution Event
in respect of a Series of Certificates, the Certificates may be
redeemed in full at an amount equal to the relevant Dissolution
Distribution Amount in the manner described in Condition 12.

Where the Trustee has or will become obliged to pay additional
amounts in respect of the Certificates pursuant to Condition 10 or
the Obligor has or will become obliged to pay additional amounts
to the Trustee pursuant to the terms of any Transaction Document,
in each case, as a result of a change in, or amendment to, the laws
or regulations of the Cayman Islands (in the case of a payment by
the Trustee) or Bahrain (in the case of a payment by the Obligor) or,
in each case, any political subdivision or any authority therein or
thereof having power to tax, or any change in the application or
official interpretation of such laws or regulations, which change or
amendment becomes effective on or after the Issue Date, and such
obligation cannot be avoided by the Trustee or the Obligor, as
applicable, taking reasonable measures available to it, the Obligor
may in its sole discretion require the Trustee to redeem the
Certificates in whole, but not in part, on any Periodic Distribution
Date at the relevant Dissolution Distribution Amount, as more
particularly described in Condition 8(b).

If so specified in the applicable Final Terms, the Obligor may, in
accordance with Condition 8(c), require the Trustee to redeem all of
the Certificates of the relevant Series at the relevant Dissolution
Distribution Amount on any Optional Dissolution Date, which must
be a Periodic Distribution Date.

If applicable to the relevant Series, the Optional Dissolution Date(s)
will be specified in the applicable Final Terms.

If so specified in the applicable Final Terms, the Certificateholders
may elect to redeem their Certificates on any Certificateholder Put
Right Date(s), which must be a Periodic Distribution Date, specified
in the applicable Final Terms at an amount equal to the relevant
Dissolution Distribution Amount in accordance with Condition
8(d).

Upon the occurrence of a Change of Control Event,
Certificateholders may elect to redeem their Certificates, in whole
or in part, on the relevant Change of Control Put Date at the relevant
Dissolution Distribution Amount in accordance with Condition
8(e).

A “Change of Control Event” shall occur if at any time the
Government of Bahrain (the “Government”) or any department,
agency or authority wholly-owned by the Government: (a) sells,
transfers or otherwise disposes of any of the issued share capital of
the Obligor, other than to an entity, directly or indirectly, wholly-
owned by the Government; or (b) otherwise ceases to control
(directly or indirectly) the Obligor.
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Obligor Clean Up Call Right:

Cancellation of Certificates held
by the Obligor and/or any of its
Subsidiaries:

Limited Recourse:

Form and Delivery of the
Certificates:

Clearance and Settlement:

Withholding Tax:

If 75 per cent. or more in face amount of the Certificates then
outstanding have been redeemed and/or purchased and cancelled
pursuant to Condition 8, the Obligor may, in accordance with
Condition 8(f), require the Trustee to redeem all of the Certificates
of the relevant Series at the relevant Dissolution Distribution
Amount on the Clean Up Call Right Dissolution Date.

Pursuant to Condition 8(h), the Obligor and/or any of its
Subsidiaries may at any time purchase Certificates in the open
market or otherwise at any price. Any such Certificates purchased
by or on behalf of the Obligor or any of its Subsidiaries shall be
surrendered for cancellation in accordance with Condition 8(i).

Each Certificate of a particular Series will represent an undivided
beneficial ownership interest in the Trust Assets for such Series. No
payment of any amount whatsoever shall be made in respect of the
Certificates except to the extent that funds for that purpose are
available from the relevant Trust Assets.

If the proceeds of the relevant Trust Assets are insufficient to make
all payments due in respect of the Certificates, Certificateholders
will have no recourse to any assets of the Trustee (and/or its
directors, officers, shareholders or corporate service providers in
their capacity as such) (other than the relevant Trust Assets in the
manner and to the extent contemplated by the Transaction
Documents) or the Delegate or any Agent or any of their respective
directors, officers, employees, shareholders or affiliates in respect
of any shortfall in the expected amounts from the relevant Trust
Assets to the extent the relevant Trust Assets have been exhausted,
following which all obligations of the Trustee shall be extinguished.

See further Condition 4(b).

The Certificates will be issued in registered form only. The
Certificates of each Series will be represented on issue by beneficial
interests in a Global Certificate (the “Global Certificate”), which
will be deposited with, and registered in the name of a nominee for,
a common depositary (the “Common Depositary”) for Euroclear
Bank S.A./N.V. (“Euroclear”) and Clearstream Banking, société
anonyme (“Clearstream, Luxembourg”). Individual Certificates
evidencing holdings of Certificates will be issued in exchange for
interests in the relevant Global Certificate only in certain limited
circumstances described under “Summary of Provisions relating to
the Certificates while in Global Form”.

Holders of the Certificates must hold their interest in the relevant
Global Certificate in book-entry form through Euroclear and/or
Clearstream, Luxembourg. Transfers within and between each of
Euroclear or Clearstream, Luxembourg will be in accordance with
the usual rules and operating procedures of the relevant clearing
system.

All payments by the Trustee in respect of the Certificates are to be
made free and clear of, and without withholding or deduction for, or
on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by the Cayman Islands or Bahrain or
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Listing and Admission to Trading:

Listing Agent:

Certificateholder Meetings:

Tax Considerations:

Governing Law:

Transaction Documents:

any authority therein or thereof having power to tax, unless such
withholding or deduction is required by law. In such event, the
Trustee has agreed to pay such additional amounts as shall result in
receipt by the Certificateholders of such amounts as would have
been received by them had no such withholding or deduction been
required, subject to and in accordance with Condition 10. If the
Trustee is required to pay any additional amounts as aforesaid, the
Obligor has undertaken in the Service Agency Agreement to pay
such additional amounts as may be necessary so that the full amount
due and payable by the Trustee in respect of the Certificates is
received by the Trustee for the purposes of payment to the
Certificateholders in accordance with and subject to the provisions
of Condition 10.

In addition, all payments by the Obligor under the Transaction
Documents to which it is a party are to be made without any
deduction or withholding for, or on account of, any present or future
taxes, levies, duties, fees, assessments or other charges of whatever
nature unless required by law and without set-off or counterclaim of
any kind. If any deduction or withholding is required by law, the
Obligor has undertaken to pay such additional amounts as shall
result in receipt by the Trustee of such amounts as would have been
received by it under the relevant Transaction Document had no such
deduction or withholding been made.

Application has been made to the Irish Stock Exchange plc for each
Series of the Certificates issued under the Programme to be
admitted to the Official List and to trading on the Main Securities
Market or as otherwise specified in the applicable Final Terms and
references to listing shall be construed accordingly. As specified in
the applicable Final Terms, a Series of Certificates may be unlisted.

Arthur Cox Listing Services Limited

A summary of the provisions for convening meetings of
Certificateholders to consider matters relating to their interests as
such is set out in Condition 14.

See “Taxation” for a description of certain tax considerations
applicable to the Certificates.

The Certificates and any non-contractual obligations arising out of
or in connection with them shall be governed by and construed in
accordance with English law.

Each of the Transaction Documents and any non-contractual
obligations arising out of or in connection with the same will be
governed by and construed in accordance with English law, except
the Master Assignment Agreement, the Supplemental Assignment
Agreement and the transfer agreements to be executed upon
exercise of the Purchase Undertaking, the Sale Undertaking or the
Substitution Undertaking, which will be governed by and construed
in accordance with Bahraini law.

The Transaction Documents in respect of a Series shall comprise
the Certificates, the Master Declaration of Trust, each Supplemental
Declaration of Trust, the Agency Agreement, the Master
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Rating:

Selling Restrictions:

United States Selling Restrictions:

Assignment Agreement, each Supplemental Assignment
Agreement, the Master Murabaha Agreement, the Service Agency
Agreement, the Substitution Undertaking, the Purchase
Undertaking, the Sale Undertaking, any transfer agreement to be
executed upon exercise of the Sale Undertaking, the Purchase
Undertaking or the Substitution Undertaking and any additional
document(s) specified as such in the applicable Final Terms.

The Programme has been rated BBB by Standard & Poor’s and
BBB by Fitch.

A Series of Certificates to be issued under the Programme may be
rated or unrated. Where a Series of Certificates is to be rated, its
rating will be specified in the applicable Final Terms.

A rating is not a recommendation to buy, sell or hold securities and
may be subject to suspension, change or withdrawal at any time by
the assigning rating agency.

The United States, the United Kingdom, Bahrain, the UAE
(excluding the Dubai International Financial Centre), the Dubai
International Financial Centre, Saudi Arabia, Qatar, Kuwait, Japan,
Hong Kong, Malaysia, Singapore and the Cayman Islands. See
“Subscription and Sale”.

Regulation S, Category 2.
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TERMS AND CONDITIONS OF THE CERTIFICATES

The following is the text of the terms and conditions that, subject to completion in accordance with the
provisions of Part A of the relevant Final Terms, shall be applicable to the Certificates in definitive form (if
any) issued in exchange for the Global Certificate representing each Series. Either (i) the full text of these
terms and conditions together with the relevant provisions of Part A of the applicable Final Terms or (ii)
these terms and conditions as so completed (and subject to simplification by the deletion of non-applicable
provisions), shall be endorsed on such definitive Certificates. All capitalised terms that are not defined in
these Conditions will have the meanings given to them in Part A of the relevant Final Terms. Those
definitions will be endorsed on the definitive Certificates. References in the Conditions to “Certificates” are
to the Certificates of one Series only, not to all Certificates that may be issued under the Programme.

Mumtalakat Sukuk Holding Company (in its capacity as issuer and in its capacity as trustee, the “Trustee”)
has established a programme (the “Programme”) for the issuance of trust certificates (the “Certificates™)
in a maximum aggregate face amount of U.S.$1,000,000,000 (or the equivalent in other currencies calculated
as described in the dealer agreement between the Trustee, Bahrain Mumtalakat Holding Company B.S.C. (c)
(“Mumtalakat” or the “Obligor”) and the Dealers named therein dated 30 October 2014 (the “Dealer
Agreement”)), or such other maximum aggregate face amount as increased in accordance with the terms of
the Dealer Agreement.

The Certificates are constituted by a master declaration of trust dated 30 October 2014 between the Trustee,
the Obligor and Citibank, N.A., London Branch as the Trustee’s delegate (the “Delegate”, which expression
shall include all persons for the time being the delegate or delegates under the Declaration of Trust) (the
“Master Declaration of Trust”) as supplemented by a supplemental declaration of trust entered into on or
before the date of issue of the relevant Certificates (the “Issue Date”) in respect of the relevant Series (the
“Supplemental Declaration of Trust” and, together with the Master Declaration of Trust, the “Declaration
of Trust”).

An agency agreement (as amended or supplemented as at the Issue Date, the “Agency Agreement”) dated
30 October 2014 has been entered into in relation to the Certificates between the Trustee, the Obligor, the
Delegate, Citibank, N.A., London Branch as initial principal paying agent and transfer agent, Citigroup
Global Markets Deutschland AG as initial registrar and the other agents named in it. The principal paying
agent, the other paying agents, the registrar, the transfer agents and the calculation agent(s) for the time being
(if any) are referred to below respectively as the “Principal Paying Agent”, the “Paying Agents” (which
expression shall include the Principal Paying Agent), the “Registrar”, the “Transfer Agents” (which
expression shall include the Registrar) and the “Calculation Agent(s)”, and together the “Agents”.

These terms and conditions (the “Conditions”) include summaries of, and are subject to, the detailed
provisions of the Declaration of Trust, which includes the form of Certificates referred to below, the Agency
Agreement and the remaining Transaction Documents (as defined below). The Certificateholders are bound
by, and are deemed to have notice of, all the provisions of the Declaration of Trust and those applicable to
them in the remaining Transaction Documents.

Copies of the Transaction Documents are available for inspection during usual business hours at the principal
office of the Delegate and at the specified offices of the Principal Paying Agent.

Each initial Certificateholder (as defined below), by its acquisition and holding of its interest in a Certificate,
shall be deemed to authorise and direct the Trustee, on behalf of the Certificateholders: (a) to apply the
proceeds of the issue of the Series (the “Proceeds”) in an amount equal to the Share Percentage (as defined
below) of the Proceeds to acquire all benefits, rewards and risks of, but not legal title to, the Initial Share
Portfolio (as defined below) (including the rights to receive any payments or other distributions made in
respect thereof) pursuant to the Assignment Agreement, and an amount equal to the Murabaha Percentage
(as defined below) of the Proceeds in a commodity murabaha transaction pursuant to the Master Murabaha
Agreement as supplemented by the relevant purchase agreements, letters and certificates in respect of such
Series, (b) to enter into, and perform its obligations under and in connection with, each Transaction
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Document to which it is a party, subject to the terms and conditions of the Declaration of Trust and these
Conditions.

1 Interpretation

Unless defined herein or the context otherwise requires, capitalised words and expressions used but not
defined herein or hereon shall have the meaning given to them in the Declaration of Trust and the Agency
Agreement. In addition, for the purposes of these Conditions, the following expressions have the following
meanings:

“Assignment Agreement” means in respect of a Series, the Master Assignment Agreement as supplemented
by the Supplemental Assignment Agreement for such Series;

“Broken Amount” means the amount specified as such hereon;

“Business Day” has the meaning given to it in Condition 7(e);

“Calculation Amount” means the amount specified as such hereon;

“Cancellation Notice” means a cancellation notice given pursuant to the terms of the Sale Undertaking;
“Certificateholder” or “holder” has the meaning given to it in Condition 2;

“Certificateholder Put Exercise Notice” has the meaning given to it in Condition 8(d);
“Certificateholder Put Right” means the right specified in Condition 8(d);

“Certificateholder Put Right Date” means, in relation to any exercise of the Certificateholder Put Right,
the date(s) specified as such hereon and which must be a Periodic Distribution Date;

“Change of Control Event” shall occur each time the government of the Kingdom of Bahrain (the
“Government”) or any department, agency or authority wholly-owned by the Government:

(a)  sells, transfers or otherwise disposes of any of the issued share capital of the Obligor, other than to an
entity, directly or indirectly, wholly-owned by the Government; or

(b)  otherwise ceases to control (directly or indirectly) the Obligor;
“Change of Control Exercise Notice” has the meaning given to it in Condition 8(e);

“Change of Control Put Date” shall be the date which is seven days after the expiry of the Change of
Control Put Period;

“Change of Control Put Event Notice” has the meaning given to it in Condition 8(e);
“Change of Control Put Period” has the meaning give to it in Condition 8(e);
“Change of Control Put Right” means the right specified in Condition 8(e);

“Clean Up Call Right Dissolution Date” has the meaning given to it in Condition 8(f);
“Day Count Fraction” has the meaning given to it in Condition 7(e);

“Delegation” has the meaning given to it in Condition 15(a);

“Dispute” has the meaning given to it in Condition 19(b);

“Dissolution Date” means, as the case may be:

(a)  the Scheduled Dissolution Date;

(b)  any Early Tax Dissolution Date;

(c)  any Optional Dissolution Date;
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(d)  any Certificateholder Put Right Date;

(e)  any Change of Control Put Date;

(f)  any Dissolution Event Redemption Date;

(g) any Clean Up Call Right Dissolution Date; or

(h)  such other date as specified hereon for the redemption of Certificates and dissolution of the Trust in
whole or in part prior to the Scheduled Dissolution Date;

“Dissolution Distribution Amount” means:
(a)  the sum of:
1) the outstanding face amount of such Certificate; and
(i)  any accrued but unpaid Periodic Distribution Amounts for such Certificate; or

(b)  (in the case of an exercise of the Optional Dissolution Right pursuant to Condition 8(c)) if so specified
hereon, the Make-Whole Dissolution Amount in respect of such Certificate; or

(c)  such other amount specified hereon as being payable upon any Dissolution Date;
“Dissolution Event” means a Trustee Event or an Obligor Event;

“Dissolution Event Redemption Date” has the meaning given to it in Condition 12(a);
“Dissolution Notice” has the meaning given to it in Condition 12(a);

“Early Tax Dissolution Date” has the meaning given to it in Condition 8(b);

“Excluded Representations” means any representations given by the Obligor to the Trustee and/or the
Delegate pursuant to the Transaction Documents;

“Exercise Notice” means an exercise notice given pursuant to the terms of the Purchase Undertaking and/or
the Sale Undertaking (as the case may be);

“Extraordinary Resolution” has the meaning given to it in the Declaration of Trust;

“Financial Indebtedness” means, in relation to the Obligor, all obligations, and guarantees or indemnities
in respect of obligations, for moneys borrowed or raised (whether or not evidenced by bonds, debentures,
notes or other similar instruments);

“Fixed Amount” means the amount specified as such hereon;
“Initial Share Portfolio” has the meaning given to it in the Master Assignment Agreement;

“Liability” means any loss, damage, cost, charge, claim, demand, expense, fee, judgment, action,
proceeding or other liability whatsoever (including, without limitation in respect of taxes) and including any
value added tax or similar tax charged or chargeable in respect thereof and legal or other fees and expenses
on a full indemnity basis and references to “Liabilities” shall mean all of these;

“Make-Whole Dissolution Amount” means the greater of:

(a)  the outstanding face amount of the Certificate to be redeemed together with Periodic Distribution
Amounts accrued to (but excluding) the Optional Dissolution Date in respect of such Certificate; and

(b)  the amount equal to the sum of the net present value of the then remaining scheduled payments of
principal and periodic distribution amounts (but excluding that portion of any scheduled payment of
periodic distribution amounts that is actually due and paid on the Optional Dissolution Date) in
respect of the Certificate discounted to such Optional Dissolution Date on a semi-annual basis
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(assuming a 360-day year consisting of twelve 30-day months) at the Treasury Rate for the Certificate
plus 50 basis points;

“Master Assignment Agreement” means the master assignment agreement dated 30 October 2014 between
the Trustee (in its capacity as purchaser) and Mumtalakat (in its capacity as seller);

“Master Murabaha Agreement” means the master murabaha agreement dated 30 October 2014 between
the Trustee (in its capacity as seller) and Mumtalakat (in its capacity as buyer);

“Murabaha Percentage” means the percentage specified hereon which shall be no more than 49 per cent.;

“Obligor Clean Up Call Right” means the right specified in Condition 8(f);

“Obligor Event” means any of the following events:

(a)

(b)

(c)

(d)

(e

®

Non-payment: the Obligor (acting in any capacity) fails to pay an amount in the nature of principal
or profit payable by it pursuant to any Transaction Document to which it is a party and the failure
continues for a period of 7 calendar days in the case of principal or 14 calendar days in the case of
payments in the nature of profit; or

Breach of Other Obligations: the Obligor (acting in any capacity) fails to perform or observe any of
its other obligations under the Transaction Documents to which it is a party which default is, in the
opinion of the Delegate, incapable of remedy or, if in the opinion of the Delegate is capable of remedy,
is not in the opinion of the Delegate remedied within 45 calendar days after written notice of such
default shall have been given to the Obligor by the Trustee (or the Delegate acting on behalf of the
Trustee) requiring the same to be remedied; or

Cross-Default: (i) the holders of any Financial Indebtedness or Sukuk Obligation of the Obligor
accelerate such Financial Indebtedness or Sukuk Obligation or declare such Financial Indebtedness or
Sukuk Obligation to be due and payable or required to be prepaid (other than pursuant to an option
granted to the holders by the terms of such Financial Indebtedness or Sukuk Obligation), prior to the
stated maturity thereof; or (ii) the Obligor fails to make any payment in respect of any of its Financial
Indebtedness or Sukuk Obligation on the due date for payment (including within any originally
applicable grace period); provided that no event described in this subparagraph (c) shall constitute an
Obligor Event unless the Financial Indebtedness or Sukuk Obligation of the Obligor due and unpaid,
either alone or when aggregated (without duplication) with other amounts of Financial Indebtedness
or Sukuk Obligation of the Obligor due and unpaid in respect of all (if any) other events specified in
(1) and (ii) above, amounts to at least U.S.$30,000,000 (or its equivalent in any other currency); or

Insolvency: the Obligor is (or is, or could be, deemed by law or a court to be) insolvent or bankrupt
or unable to pay its debts, ceases or threatens to cease to carry on the whole or a substantial part of
its business, save for the purposes of reorganisation on terms approved by Extraordinary Resolution,
or the Obligor stops or threatens to stop payment of, or is unable to, or admits inability to, pay its debts
(or any class of its debts) as they fall due or is deemed unable to pay its debts pursuant to or for the
purposes of any applicable law, or is adjudicated or found bankrupt or insolvent, or the Obligor (or its
directors or shareholders) initiates or consents to judicial proceedings relating to the Obligor under
any applicable liquidation, insolvency, composition, reorganisation or other similar laws (including
the obtaining of a moratorium) or makes a conveyance or assignment for the benefit of, or enters into
any composition or other arrangement with, its creditors generally (or any class of its creditors) or any
meeting is convened to consider a proposal for an arrangement or composition with its creditors
generally (or any class of its creditors); or

Winding-up: any order is made by any competent court or a shareholders’ resolution is passed for
the winding up or dissolution of the Obligor; or

Enforcement Proceedings: (i) proceedings are initiated against the Obligor under any applicable
liquidation, insolvency, composition, reorganisation or other similar laws or an application is made (or
documents filed with a court) for the appointment of a receiver, manager, administrator or other
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similar official, in relation to the Obligor or, as the case may be, in relation to the whole or any part
of the undertaking or assets of the Obligor or an encumbrancer takes possession of the whole or any
part of the undertaking or assets of the Obligor, or a distress, execution, attachment, sequestration or
other process is levied, enforced upon, sued out or put in force against the whole or any part of the
undertaking or assets of the Obligor, and (ii) in any such case (other than the appointment of an
administrator) unless initiated by the Obligor, is not discharged within 60 calendar days.

For the purposes of this sub-paragraph (f):

“asset” or “assets” means any asset or assets in relation to which legal title is held in the name of the
Obligor (including for the avoidance of doubt Capital Assets in any Subsidiaries which are held by
the Obligor), but excluding for the avoidance of doubt any assets held directly or indirectly by any
Subsidiary or affiliate of the Obligor; and

“Capital Assets” means shares, interests, participations or other equivalents (however designated,
whether voting or non-voting) of the equity of any Subsidiary, including any preferred stock of such
Subsidiary, whether now outstanding or issued after the date hereof including, without limitation, all
series and classes of such instruments; or

(a)  Analogous Events: any event occurs which, under the laws of the Kingdom of Bahrain or any
other jurisdiction in which the Obligor has operations has an analogous effect to any of the
events referred to in paragraphs (d), (e) or (f); or

(b) Invalidity, Repudiation or Illegality: (i) the Obligor denies any of its obligations under the
any Transaction Document to which the Obligor is a party; or (ii) it is or will become unlawful
for the Obligor to perform or comply with any of its obligations under or in respect of the
Transaction Documents to which it is a party; or (iii) any of the obligations of the Obligor
(acting in any capacity) under or in respect of the Transaction Documents are or become
unenforceable or invalid; or

(c)  Authorisations and Consents: if any regulation, decree, consent, approval, licence or other
authority necessary to enable the Obligor to perform its obligations under the Transaction
Documents or for the validity or enforceability thereof expires or is withheld, revoked or
terminated or otherwise ceases to remain in full force and effect or is modified in a manner
which adversely affects any rights or claims of any of the Certificateholders,

“Optional Dissolution Date” means, in relation to any exercise of the Optional Dissolution Right, the
date(s) specified as such hereon and which must be a Periodic Distribution Date;

“Optional Dissolution Right” means the right specified in Condition 8(c);
“outstanding” shall have the meaning given to it in the Declaration of Trust;
“Periodic Distribution Amount” has the meaning given to it in Condition 7;
“Periodic Distribution Date” means the date or dates specified as such hereon;

“Periodic Distribution Period” means the period beginning on and including the Profit Commencement
Date and ending on but excluding the first Periodic Distribution Date and each successive period beginning
on and including a Periodic Distribution Date and ending on but excluding the next succeeding Periodic
Distribution Date unless otherwise specified hereon;

“Permitted Security Interest” means:

(a)  any Security Interest securing Relevant Indebtedness of a Person existing at the time that such Person
is merged into, or consolidated with, or acquired by the Obligor, provided that such Security Interest
was not created in contemplation of such merger, consolidation or acquisition and does not extend to
any other assets of the Obligor;

(b)  any Security Interest existing on any assets (including shares) prior to the acquisition thereof by the
Obligor and not created in contemplation of such acquisition; or
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(c)  any renewal of or substitution for any Security Interest permitted by paragraphs (a) or (b) of this
definition, provided that with respect to any such Security Interest the principal amount secured has
not increased and the Security Interest has not been extended to any additional assets (other than the
proceeds of such assets);

“Person” means any individual, company, unincorporated association, government, state agency,
international organisation or other entity;

“Potential Dissolution Event” means any condition, event or act which, with the giving of notice, lapse of
time, declaration, demand, determination or fulfilment of any other applicable condition (or any combination
of the foregoing) could constitute a Dissolution Event;

“Proceedings” has the meaning given to it in Condition 19(e)(iii);
“Profit Amount” means:

(a)  inrespect of a Return Accumulation Period, the amount of profit payable per Calculation Amount for
that Return Accumulation Period and which unless otherwise specified hereon, shall mean the Fixed
Amount or Broken Amount specified hereon as being payable on the Periodic Distribution Date
ending the Periodic Distribution Period of which such Return Accumulation Period forms part; and

(b)  in respect of any other period, the amount of profit payable per Calculation Amount for that period;
“Profit Commencement Date” means the Issue Date or such other date as may be specified hereon;
“Profit Period Date” means each Periodic Distribution Date unless otherwise specified hereon;

“Profit Rate” means the profit rate payable from time to time in respect of this Certificate and that is either
specified hereon or calculated in accordance with the provisions hereof;

“Purchase Undertaking” means the purchase undertaking dated 30 October 2014 and granted by
Mumtalakat (in its capacity as Obligor) in favour of the Trustee and the Delegate;

“Record Date” has the meaning given to it in Condition 9(a);
“Register” has the meaning given to it in Condition 2;
“Relevant Date” has the meaning given to it in Condition 10;

“Relevant Indebtedness” means (i) any present or future indebtedness (whether being principal, profit or
other amounts) for or in respect of, or in the form of, or represented or evidenced by, any bonds, notes,
debentures, loan stock or other securities (but excluding, for the avoidance of doubt, any indebtedness under
any bilateral, “club deal” or syndicated credit facility, commercial bank or similar indebtedness, capital lease
obligations, repurchase agreements (repo) with respect to any financial asset or any other indebtedness not
in the form of notes, bonds, debentures or other securities) which for the time being are, or are intended to
be or capable of being, quoted, listed or dealt in or traded on any stock exchange or over-the-counter or other
securities market and (ii) any guarantee or indemnity of such indebtedness;

“Relevant Jurisdiction” means:

(a)  in the case of the Trustee, the Cayman Islands or any political subdivision or any authority thereof or
therein having power to tax; or

(b) in the case of the Obligor, the Kingdom of Bahrain or any other jurisdiction or any political
subdivision or any authority thereof or therein having power to tax in which the Obligor is resident
for tax purposes at the time of making a payment under the Transaction Documents;

“Relevant Powers” has the meaning given to it in Condition 15(a);

“Relevant Sukuk Obligation” means (i) any present or future undertaking or other obligation to pay any
money given in connection with the issue of trust certificates or other securities issued in connection with
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any Islamic financing, whether or not in return for consideration of any kind, which for the time being are,
or are intended to be, or are capable of being, quoted, listed or dealt in or traded on any stock exchange or
over-the-counter or other securities market and (ii) any guarantee or indemnity of any such obligation;

“Return Accumulation Period” means the period beginning on (and including) the Profit Commencement
Date and ending on (but excluding) the first Profit Period Date and each successive period beginning on (and
including) a Profit Period Date and ending on (but excluding) the next succeeding Profit Period Date, unless
otherwise specified hereon;

“Sale Undertaking” means the sale undertaking dated 30 October 2014 and granted by the Trustee in favour
of the Obligor;

“Scheduled Dissolution Date” means the date specified as such hereon;
“Series” means a series of Certificates which are identical in all respects;

“Service Agency Agreement” means the service agency agreement dated 30 October 2014 and entered into
between the Trustee and the Obligor (in its capacity as service agent for and on behalf of the Trustee);

“Share Percentage” means the percentage specified hereon which shall be no less than 51 per cent.;
“Share Portfolio” has the meaning given to it in the Service Agency Agreement;

“Specified Currency” means the currency specified as such hereon or, if none is specified, the currency in
which the Certificates are denominated;

“Specified Denominations” means the amount(s) specified as such hereon;

“Subsidiary” means, in relation to the Obligor, any company (i) in which the Obligor holds a majority of
the voting rights, (ii) of which the Obligor has the right to appoint or remove a majority of the board of
directors, (iii) of which the Obligor controls a majority of the voting rights, and includes any company which
is a Subsidiary of a Subsidiary of the Obligor or (iv) that is accounted for in the Obligor’s consolidated
financial statements according to the full consolidation method of accounting;

“Substitution Undertaking” means the substitution undertaking dated 30 October 2014 and granted by the
Trustee in favour of the Obligor;

“Sukuk Obligation” means any undertaking or other obligation, and any guarantee or indemnity in respect
of any undertaking or other obligation, to pay any money given in connection with the issue of certificates
whether or not in return for consideration of any kind;

“TARGET Business Day” has the meaning given to it in Condition 7(e);

“TARGET System” means the Trans-European Automated Real-Time Gross Settlement Express Transfer
(known as TARGET?2) System which was launched on 19 November 2007 or any successor thereto;

“Tax Event” has the meaning given to it in Condition 8(b);

“Transaction Account” means the Transaction Account specified as such hereon;

“Transaction Documents” means, in relation to each Series:

(a)  the relevant Certificates;

(b)  the Master Declaration of Trust as supplemented by the relevant Supplemental Declaration of Trust;
(c) the Agency Agreement;

(d) the Master Assignment Agreement as supplemented by the applicable Supplemental Assignment
Agreement;
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(e) the Master Murabaha Agreement (together with the Purchase Order, the Letter of Offer and
Acceptance and all other offers, acceptances and confirmations delivered pursuant thereto in
connection with the relevant Series);

(f)  the Service Agency Agreement;

(g)  the Sale Undertaking (together with each relevant transfer agreement executed upon exercise of the
Sale Undertaking);

(h)  the Purchase Undertaking (together with each relevant transfer agreement executed upon exercise of
the Purchase Undertaking);

(1) the Substitution Undertaking (together with each relevant transfer agreement executed upon exercise
of the Substitution Undertaking); and

()  any additional documents specified hereon,
each as may be amended, restated and/or supplemented from time to time;

“Treasury Rate” means the yield to maturity at the time of computation of United States Treasury securities
with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical Release
H.15 (519) which has become publicly available at least two Business Days (as defined in Condition 7(e))
(but not more than five Business Days) prior to the relevant Optional Dissolution Date (or if such Statistical
Release is not so published or available, any publicly available source of similar market data selected by the
Obligor in good faith)) most nearly equal to the period from the Optional Dissolution Date to the Scheduled
Dissolution Date; provided, however, that if the period from the Optional Dissolution Date to the Scheduled
Dissolution Date is not equal to the constant maturity of a United States Treasury security for which a weekly
average yield is given, the Treasury Rate shall be obtained by linear interpolation (calculated to the nearest
one-twelfth of a year) from the weekly average yields of United States Treasury securities for which such
yields are given, except that if the period from the Optional Dissolution Date to the Scheduled Dissolution
Date is less than one year, the weekly average yield on actually traded United States Treasury securities
adjusted to a constant maturity of one year shall be used;

“Trust” means, in respect of a Series, the trust created by the Trustee over the Trust Assets pursuant to the
Declaration of Trust;

“Trust Assets” has the meaning given to it in Condition 5(a);
“Trustee Event” means any of the following events:

(a) Non-Payment: default is made in the payment of any Dissolution Distribution Amount or any
Periodic Distribution Amount on the date fixed for payment thereof and the default continues for a
period of 7 calendar days in the case of any Dissolution Distribution Amount or 14 calendar days in
the case of any Periodic Distribution Amount; or

(b)  Breach of Other Obligations: the Trustee does not perform or comply with any one or more of its
other duties, obligations or undertakings in respect of the Certificates or the Transaction Documents
which default is, in the opinion of the Delegate, incapable of remedy or, if in the opinion of the
Delegate is capable of remedy is not, in the opinion of the Delegate, remedied within the period of 45
calendar days after written notice of such default shall have been given by the Delegate to the Trustee
requiring the same to be remedied; or

(c) Enforcement Proceedings: any distress, attachment, execution or other legal process is levied,
enforced or sued out on or against any part of the property, assets or revenues of the Trustee and is not
discharged or stayed within 30 days; or

(d)  Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or future,
created or assumed by the Trustee becomes enforceable and any step is taken to enforce it (including
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the taking of possession or the appointment of a receiver, administrative receiver, administrator,
manager or other similar person); or

(e) Imsolvency: the Trustee is (or is, or could be, deemed by law or a court to be) insolvent or bankrupt
or unable to pay its debts as they fall due, stops, suspends or threatens to stop or suspend payment of
all or any part of (or of a particular type of) its debts, proposes or makes a general assignment or an
arrangement or composition with or for the benefit of the relevant creditors in respect of any of such
debts or a moratorium is agreed or declared or comes into effect in respect of or affecting all or any
part of (or of a particular type of) the debts of the Trustee; or

(f)  Winding-up: an administrator is appointed, an order is made or an effective resolution passed for the
winding-up or dissolution or administration of the Trustee, or the Trustee shall apply or petition for a
winding-up or administration order in respect of itself or cease or through an official action of its
board of directors threaten to cease to carry on all or substantially all of its business or operations, in
each case except for the purpose of and followed by a reconstruction, amalgamation, reorganisation,
merger or consolidation on terms previously approved by an Extraordinary Resolution of the
Certificateholders; or

(g)  Authorisation and Consents: any action, condition or thing (including the obtaining or effecting of
any necessary consent, approval, authorisation, exemption, filing, licence, order, recording or
registration) at any time required to be taken, fulfilled or done in order: (x) to enable the Trustee
lawfully to enter into, exercise its rights and perform and comply with its duties, obligations and
undertakings under the Certificates and the Transaction Documents; (y) to ensure that those duties,
obligations and undertakings are legally binding and enforceable; or (z) to make the Certificates and
the Transaction Documents to which it is a party admissible in evidence in the courts of the Cayman
Islands is not taken, fulfilled or done; or

(h)  Illegality: it is or will become unlawful for the Trustee to perform or comply with any one or more
of its duties, obligations and undertakings under any of the Certificates or the Transaction Documents
or any duties, obligations or undertakings of the Trustee under the Transaction Documents are not or
cease to be legal, valid, binding and enforceable; or

(1) Repudiation: the Trustee repudiates any Transaction Document or does or causes to be done any act
or thing evidencing an intention to repudiate any Transaction Document; or

() Analogous Events: any event occurs that under the laws of any relevant jurisdiction has an analogous
effect to any of the events referred to in paragraphs (e) and (f) above.

For the purpose of paragraph (a) above, all amounts payable in respect of the Certificates shall be considered
due and payable (including any amounts calculated as being payable under Condition 7) notwithstanding that
the Trustee has at the relevant time insufficient funds or relevant Trust Assets to pay such amounts (whether
as a result of the application of Condition 5(b) or otherwise);

“Wakala Portfolio” has the meaning given to it in the Service Agency Agreement; and
“Wakala Portfolio Revenues” has the meaning given to it in the Service Agency Agreement.

All references to the “face amount” of a Certificate shall be deemed to include the relevant Dissolution
Distribution Amount, any additional amounts (other than relating to Periodic Distribution Amounts) which
may be payable under Condition 10 and any other amount in the nature of face amounts payable pursuant to
these Conditions.

All references to “Periodic Distribution Amounts” shall be deemed to include any additional amounts in
respect of profit distributions which may be payable under Condition 10 and any other amount in the nature
of a profit distribution payable pursuant to these Conditions.

All references to “U.S.$”, “U.S. dollars” and “$” are to the lawful currency of the United States of America.

All references to “ISDA” and related terms are only included for the purposes of benchmarking.
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(a)

(b)

Form, Denomination and Title

The Certificates are issued in registered form in the Specified Denomination(s) shown hereon.

Certificates are represented by registered certificates and, save as provided in Condition 3(a), each
Certificate shall represent the entire holding of Certificates by the same holder.

Title to the Certificates shall pass by registration in the register that the Trustee shall procure to be
kept by the Registrar outside the United Kingdom in accordance with the provisions of the Agency
Agreement (the “Register””). Each Certificate will be numbered serially with an identifying number
which will be recorded on the relevant Certificate and in the Register. Except as ordered by a court of
competent jurisdiction or as required by law, the registered holder of any Certificate shall be deemed
to be and may be treated as its absolute owner for all purposes whether or not it is overdue and
regardless of any notice of ownership, trust or an interest in it, any writing on it or its theft or loss and
no person shall be liable for so treating the holder. The registered holder of a Certificate will be
recognised by the Trustee as entitled to his Certificate free from any equity, set-off or counterclaim on
the part of the Trustee against the original or any intermediate holder of such Certificate.

In these Conditions, “Certificateholder” or “holder” means the person in whose name a Certificate
is registered and capitalised terms have the meanings given to them hereon, the absence of any such
meaning indicating that such term is not applicable to the Certificates.

Upon issue, the Certificates will be represented by a Global Certificate which will be deposited with,
and registered in the name of a nominee for, a common depositary for Euroclear Bank S.A./N.V.
(“Euroclear”) and Clearstream Banking, société anonyme (“Clearstream, Luxembourg”).
Ownership interests in the Global Certificate will be shown on, and transfers thereof will only be
effected through, records maintained by Euroclear and Clearstream, Luxembourg (as applicable), and
their respective participants. The Conditions are modified by certain provisions contained in the
Global Certificate.

Except in limited circumstances, owners of interests in the Global Certificate will not be entitled to
receive definitive Certificates representing their holdings of Certificates. See “Summary of Provisions
Relating to the Certificates while in Global Form”.

Transfers

Transfer of Certificates: Subject to Condition 3(e), one or more Certificates may be transferred upon
the surrender (at the specified office of the Registrar or any Transfer Agent) of the certificate
representing such Certificates to be transferred, together with the form of transfer endorsed on such
Certificate, (or another form of transfer substantially in the same form and containing the same
representations and certifications (if any), unless otherwise agreed by the Trustee), duly completed
and executed and any other evidence as the Registrar or the relevant Transfer Agent may reasonably
require. In the case of a transfer of part only of a holding of Certificates represented by one Certificate,
a new Certificate shall be issued to the transferee in respect of the part transferred and a further new
Certificate in respect of the balance of the holding not transferred shall be issued to the transferor. In
the case of a transfer of Certificates to a person who is already a holder of Certificates, a new
certificate representing the enlarged holding shall only be issued against surrender of the certificate
representing the existing holding. All transfers of Certificates and entries on the Register will be made
subject to the detailed regulations concerning transfers of Certificates scheduled to the Agency
Agreement. The regulations may be changed by the Trustee, with the prior written approval of the
Registrar and the Delegate or by the Registrar with the prior written approval of the Delegate. A copy
of the current regulations will be made available by the Registrar to any Certificateholder upon
request.

Exercise of Early Dissolution Rights or Partial Dissolution in Respect of Certificates: In the case
of an exercise of the Obligor’s or the Certificateholders’ early dissolution right in respect of, or a
partial redemption of, a holding of Certificates represented by a single Certificate, a new Certificate
shall be issued to the holder to reflect the exercise of such early dissolution right or in respect of the
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(d)

(e

(a)

(b)

balance of the holding for which no payment was made. New Certificates shall only be issued against
surrender of the existing Certificates to the Registrar or any Transfer Agent.

Delivery of New Certificates: Each new Certificate to be issued pursuant to Conditions 3(a) or (b)
shall be available for delivery within three business days of receipt of the form of transfer,
Certificateholder Put Exercise Notice or Change of Control Exercise Notice and surrender of the
Certificate for exchange. Delivery of the new Certificate(s) shall be made at the specified office of the
Transfer Agent or of the Registrar (as the case may be) to whom delivery or surrender of such form
of transfer, Certificateholder Put Exercise Notice, Change of Control Exercise Notice or Certificate
shall have been made or, at the option of the holder making such delivery or surrender as aforesaid
and as specified in the relevant form of transfer, Certificateholder Put Exercise Notice, Change of
Control Exercise Notice or otherwise in writing, be mailed by uninsured post at the risk of the holder
entitled to the new Certificate to such address as may be so specified, unless such holder requests
otherwise and pays in advance to the relevant Transfer Agent or the Registrar (as the case may be) the
costs of such other method of delivery and/or such insurance or takaful as it may specify. In this
Condition 3(c), “business day” means a day, other than a Saturday or Sunday, on which banks are
open for business in the place of the specified office of the relevant Transfer Agent or the Registrar
(as the case may be).

Transfers Free of Charge: Transfers of Certificates on registration, transfer, exercise of an early
dissolution right or partial dissolution shall be effected without charge by or on behalf of the Trustee,
the Registrar or the Transfer Agents, but upon payment of any tax or other governmental charges that
may be imposed in relation to it (or the giving of such indemnity and/or security as the Registrar or
the relevant Transfer Agent may require).

Closed Periods: No Certificateholder may require the transfer of a Certificate to be registered (i)
during the period of 15 days ending on (and including) the due date for payment of any Dissolution
Distribution Amount or Periodic Distribution Amount or any other date on which any payment of the
face amount or payment of any profit in respect of that Certificate falls due, (ii) during the period of
15 days before any date on which Certificates may be called for redemption pursuant to Condition
8(c), (iii) after any Certificate has been called for redemption or (iv) during the period of seven days
ending on (and including) any Record Date.

Status

Status of Certificates: The Certificates represent an undivided beneficial ownership interest in the
relevant Trust Assets and are limited recourse obligations of the Trustee. Each Certificate will
constitute unsecured obligations of the Trustee and shall at all times rank pari passu and without any
preference or priority with all other Certificates of the relevant Series.

The payment obligations of the Obligor (in any capacity) to the Trustee under the Transaction
Documents in respect of each Series of Certificates are direct, unconditional, unsubordinated and
(subject to the negative pledge provisions described in Condition 6(b)) unsecured obligations of the
Obligor and shall, save for such exceptions as may be provided by applicable legislation and subject
to the negative pledge provisions described in Condition 6(b), at all times rank at least equally with
all other unsecured and unsubordinated obligations of the Obligor, present and future.

Limited Recourse and Agreement of Certificateholders: Save as provided in this Condition 4(b),
the Certificates do not represent an interest in or obligation of any of the Trustee, the Delegate, the
Obligor, any of the Agents or any of their respective affiliates.

The proceeds of the relevant Trust Assets are the sole source of payments on the Certificates of each
Series. The net proceeds of the realisation of, or enforcement with respect to, the relevant Trust Assets
may not be sufficient to make all payments due in respect of the Certificates. Certificateholders, by
subscribing for or acquiring the Certificates, acknowledge and agree that notwithstanding anything to
the contrary contained in these Conditions or any Transaction Document:
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(ii)

(iii)

(iv)

v)

(vi)

no payment of any amount whatsoever shall be made by the Trustee or the Delegate or any
directors, officers, employees or agents on their behalf except to the extent funds are available
therefor from the relevant Trust Assets and further acknowledge and agree that no recourse
shall be had for the payment of any amount due and owing hereunder or under any Transaction
Document, whether for the payment of any fee, indemnity or other amount hereunder or any
other obligation or claim arising out of or based upon the Transaction Documents, against the
Trustee or the Delegate to the extent that the Trust Assets have been exhausted, following which
all obligations of the Trustee shall be extinguished;

the Trustee may not sell, transfer, assign or otherwise dispose of the Wakala Portfolio to a third
party, and may only realise its rights, title, interest, benefits and entitlements, present and future
in, to and under the Wakala Portfolio in the manner expressly provided in the Transaction
Documents;

if the proceeds of the relevant Trust Assets are insufficient to make all payments due in respect
of the Certificates, Certificateholders will have no recourse to any assets of the Trustee (and/or
its directors, officers, shareholders or corporate service providers in their capacity as such)
(other than the relevant Trust Assets in the manner and to the extent contemplated by the
Transaction Documents), the Delegate or the Agents or any of their respective directors,
officers, employees, agents, shareholders or affiliates, in respect of any shortfall or otherwise;

no Certificateholders will be able to petition for, institute, or join with any other person in
instituting proceedings for, the reorganisation, arrangement, liquidation, bankruptcy, winding-
up or receivership or other proceedings under any bankruptcy or similar law against the
Trustee, the Delegate, the Agents or any of their respective directors, officers, employees,
agents, shareholders or affiliates as a consequence of such shortfall or otherwise;

no recourse (whether by institution or enforcement of any legal proceedings or assessment or
otherwise) in respect of any breaches of any duty, obligation or undertaking of the Trustee or
the Delegate arising under or in connection with the Declaration of Trust and/or these
Conditions by virtue of any customary law, statute or otherwise shall be had against any
shareholder, officer, employee, agent, director or corporate service provider of the Trustee in
its capacity as such. The obligations of the Trustee and the Delegate under the Certificates and
the Transaction Documents are corporate or limited liability obligations of the Trustee and/or
the Delegate, as the case may be, and no personal liability shall attach to or be incurred by the
shareholders, members, officers, employees, agents, directors or corporate service providers of
the Trustee and/or the Delegate (in their capacity as such), save in the case of their wilful
default or actual fraud. Reference in these Conditions to wilful default or actual fraud means a
finding to such effect by a court of competent jurisdiction in relation to the conduct of the
relevant party; and

it shall not be entitled to claim or exercise any right of set-off, counterclaim, abatement or other
similar remedy which it might otherwise have, under the laws of any jurisdiction, in respect of
such Certificate. No collateral is or will be given for the payment obligations under the
Certificates (without prejudice to the negative pledge provisions described in Condition 6(b)).

Pursuant to the terms of the Transaction Documents, the Obligor is obliged to make payments under
the relevant Transaction Documents to which it is a party directly to or to the order of the Trustee.
Such payment obligations form part of the Trust Assets and the Trustee and the Delegate will thereby
have direct recourse against the Obligor to recover payments due to the Trustee from the Obligor
pursuant to such Transaction Documents notwithstanding any other provision of this Condition 4(b).
Such right of the Trustee and the Delegate shall (subject to the negative pledge provisions described
in Condition 6(b)) constitute an unsecured claim against the Obligor. None of the Certificateholders,
the Trustee or the Delegate shall be entitled to claim any priority right in respect of any specific assets
of the Obligor in connection with the enforcement of any such claim.
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The Trust

Trust Assets: Pursuant to the Declaration of Trust, the Trustee holds the Trust Assets for each Series
upon trust absolutely for and on behalf of the Certificateholders of such Series pro rata according to
the face amount of Certificates held by each holder. The term “Trust Assets” in respect of each Series
means the following:

(i)  the cash proceeds of the issue of Certificates, pending application thereof in accordance with
the terms of the Transaction Documents;

(i)  the rights, title, interest, benefits and entitlements, present and future of the Trustee in, to and
under the Wakala Portfolio;

(iii) the rights, title, interest, benefits and entitlements, present and future of the Trustee in, to and
under the Transaction Documents (other than in relation to the Excluded Representations and
the covenant given to the Trustee pursuant to Clause 17.1 of the Master Declaration of Trust);

(iv) all moneys standing to the credit of the Transaction Account from time to time; and
(v)  all proceeds of (i) to (iv) above.

See “Summary of Principal Transaction Documents” appearing elsewhere in this Base Prospectus for
more information on the Trust Assets and the Transaction Documents.

Application of Proceeds from Trust Assets: On each Periodic Distribution Date and on any
Dissolution Date, the Principal Paying Agent shall apply the moneys standing to the credit of the
relevant Transaction Account in the following order of priority (in each case only if and to the extent
that payments of a higher priority have been made in full):

1) first, (to the extent not previously paid) to the Delegate in respect of all amounts owing to it
under the Transaction Documents in its capacity as Delegate (including any amounts owing to
the Delegate in respect of its Appointees (as defined in the Master Declaration of Trust)) and
to any receiver, manager or administrative receiver or any other analogous officer appointed in
respect of the Trust in accordance with the Declaration of Trust;

(i)  second, only if such payment is due on or before a Periodic Distribution Date (to the extent not
previously paid) to pay, pro rata and pari passu, (i) the Trustee in respect of all amounts owing
to it under the Transaction Documents in its capacity as trustee; and (ii) each Agent in respect
of all amounts owing to such Agent on account of its fees, costs, charges and expenses and the
payment or satisfaction of any Liability incurred by such Agent pursuant to the Agency
Agreement or the other Transaction Documents in its capacity as Agent;

(iii)  third, only if such payment is due on a Periodic Distribution Date, in or towards payment pari
passu and rateably of all Periodic Distribution Amounts due but unpaid;

(iv) fourth, only if such payment is due on a Dissolution Date, in or towards payment pari passu
and rateably of the relevant Dissolution Distribution Amount; and

(v) fifth, only on the Scheduled Dissolution Date (or any earlier date on which the Certificates are
redeemed in full) and provided that all amounts required to be paid in respect of the Certificates
hereunder have been discharged in full, in payment of any residual amount to the Obligor in its
capacity as Service Agent as an incentive payment for its performance under the Service
Agency Agreement.

Transaction Account: The Trustee will establish a Transaction Account in respect of each Series by
no later than the relevant Issue Date. The Transaction Account shall be operated by the Principal
Paying Agent on behalf of the Trustee for the benefit of Certificateholders and shall be the account
into which the Obligor will deposit all amounts payable by it to the Trustee pursuant to the terms of
the Transaction Documents.
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Covenants

Trustee Covenants: The Trustee covenants that, amongst other things, for so long as any Certificate
is outstanding, it shall not (without the prior written consent of the Delegate):

(i)  incur any indebtedness in respect of financed, borrowed or raised money whatsoever (whether
structured (or intended to be structured) in accordance with the principles of Shariah or
otherwise), or give any guarantee or indemnity in respect of any obligation of any person or
issue any shares (or rights, warrants or options in respect of shares or securities convertible into
or exchangeable for shares) except, in all cases, as contemplated in the Transaction Documents;

(i)  secure any of its present or future indebtedness by any lien, pledge, charge or other security
interest upon any of its present or future assets, properties or revenues (other than those arising
by operation of law (if any) and other than under or pursuant to any of the Transaction
Documents);

(iii)  sell, lease, transfer, assign, participate, exchange or otherwise dispose of, or pledge, mortgage,
hypothecate or otherwise encumber (by security interest, lien (statutory or otherwise),
preference, priority or other security agreement or preferential arrangement of any kind or
nature whatsoever or otherwise) (or permit such to occur or suffer such to exist), any part of its
interests in any of the Trust Assets except pursuant to any of the Transaction Documents;

(iv) amend or agree to any amendment of any Transaction Document to which it is a party (other
than in accordance with the terms thereof) or its constitutional documents;

(v)  except as provided in the Declaration of Trust, act as trustee in respect of any trust other than
the Trust or in respect of any parties other than the Certificateholders;

(vi) have any subsidiaries or employees;
(vii) redeem any of its shares or pay any dividend or make any other distribution to its shareholders;

(viii) use the proceeds of the issue of the Certificates for any purpose other than as stated in the
Transaction Documents;

(ix) put to its directors or shareholders any resolution for, or appoint any liquidator for, its winding-
up or any resolution for the commencement of any other bankruptcy or insolvency proceeding
with respect to it; or

(x) enter into any contract, transaction, amendment, obligation or liability other than the
Transaction Documents to which it is a party or as expressly contemplated, permitted or
required thereunder or engage in any business or activity other than:

(A) as contemplated, provided for or permitted in the Transaction Documents;

(B) the ownership, management and disposal of the Trust Assets as provided in the
Transaction Documents; and

(C)  such other matters which are incidental thereto.

Obligor Negative Pledge: The Obligor undertakes that, for so long as any Certificate remains
outstanding, it will not create or have outstanding any mortgage, charge, lien, pledge or other security
interest including, without limitation, anything analogous to any of the foregoing under the laws of
any jurisdiction (each a “Security Interest”), other than a Permitted Security Interest, upon, or with
respect to, the whole or any part of its present or future undertaking, assets or revenues (including any
uncalled capital) to secure any Relevant Indebtedness or Relevant Sukuk Obligation, as the case may
be, unless the Obligor, in the case of the creation of a Security Interest before or at the same time, and
in any other case promptly, takes and/or procures any and all action necessary to ensure that:

47



(a)

(b)

(©

(d)

(i)  all amounts payable by it (in whatever capacity) under the Transaction Documents are secured
by the Security Interest equally and rateably with the Relevant Indebtedness or Relevant Sukuk
Obligation, as the case may be; or

(i)  such other Security Interest or other arrangement (whether or not it includes the giving of a
Security Interest) is provided as (A) the Delegate shall in its absolute discretion deem not
materially less beneficial to the interests of Certificateholders; or (B) shall be approved by an
Extraordinary Resolution (as defined in the Declaration of Trust) of the Certificateholders.

Any Security Interest created in favour of the Trustee and the Delegate for the benefit of the
Certificateholders pursuant to this Condition 6(b) shall provide by its terms that such Security Interest
shall be automatically and unconditionally released and discharged upon (i) the release and discharge
of the other Security Interest or (ii) the full, final and irrevocable payment of all amounts payable by
the Obligor under the Transaction Documents.

For the purposes of this Condition 6(b):

“asset” or “assets” of the Obligor shall not be interpreted to mean any asset held directly or indirectly
by any of the Subsidiaries or affiliates of the Obligor, but shall include the Obligor’s equity interests
in any such Subsidiary or affiliate.

Periodic Distribution Amounts

Each Certificate bears profit on its outstanding face amount from the Profit Commencement Date at
the rate per annum (expressed as a percentage) equal to the Profit Rate, such profit being payable in
arrear on each Periodic Distribution Date. The amount of profit payable shall be determined in
accordance with Condition 7(d). Each such amount of profit is referred to in these Conditions as a
“Periodic Distribution Amount”. Periodic Distribution Amounts shall be distributed to
Certificateholders by the Principal Paying Agent on behalf of the Trustee, pro rata to their respective
holdings, out of amounts transferred to the Transaction Account and subject to Condition 5(b) and
Condition 9.

Entitlement to Profit: Profit shall cease to accumulate in respect of each Certificate on the due date
for redemption unless, upon due surrender, payment is improperly withheld or refused, in which event
profit shall, subject to the terms of the Transaction Documents, continue to accumulate (both before
and after judgment) at the Profit Rate in the manner provided in this Condition 7 to the Relevant Date.

Rounding: For the purposes of any calculations required pursuant to these Conditions (unless
otherwise specified), (x) all percentages resulting from such calculations shall be rounded, if
necessary, to the nearest one hundred-thousandth of a percentage point (with halves being rounded
up), (y) all figures shall be rounded to seven significant figures (with halves being rounded up) and
(z) all currency amounts that fall due and payable shall be rounded to the nearest unit of such currency
(with halves being rounded up), save in the case of yen, which shall be rounded down to the nearest
yen. For these purposes “unit” means the lowest amount of such currency that is available as legal
tender in the country or countries of such currency.

Calculations: The amount of profit payable per Calculation Amount in respect of any Certificate for
any Return Accumulation Period shall be equal to the product of the Profit Rate, the Calculation
Amount specified hereon and the Day Count Fraction for such Return Accumulation Period, unless a
Profit Amount (or a formula for its calculation) is specified hereon as applicable to such Return
Accumulation Period, in which case the amount of profit payable per Calculation Amount in respect
of such Certificate for such Return Accumulation Period shall equal such Profit Amount (or be
calculated in accordance with such formula). Where any Periodic Distribution Period comprises two
or more Return Accumulation Periods, the amount of profit payable per Calculation Amount in
respect of such Periodic Distribution Period shall be the sum of the Profit Amounts payable in respect
of each of those Return Accumulation Periods. In respect of any other period for which profit is
required to be calculated, the provisions above shall apply save that the Day Count Fraction shall be
for the period for which profit is required to be calculated.
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Definitions: In these Conditions, unless the context otherwise requires, the following defined terms
shall have the meanings set out below:

“Business Day” means:
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(ii)

(iii)

in the case of a currency other than euro, a day (other than a Saturday or Sunday) on which
commercial banks and foreign exchange markets settle payments in the principal financial
centre for such currency; and/or

in the case of euro, a day on which the TARGET System is operating (a “TARGET Business
Day”); and/or

in the case of a currency and/or one or more Financial Centres a day (other than a Saturday or
a Sunday) on which commercial banks and foreign exchange markets settle payments in such
currency in the Financial Centre(s) or, if no currency is indicated, generally in each of the
Financial Centres.

“Day Count Fraction” means, in respect of the calculation of an amount of profit on any Certificate
for any period of time (from and including the first day of such period to but excluding the last)
(whether or not constituting a Periodic Distribution Period or a Return Accumulation Period, the
“Calculation Period”):

)

(i)

(i)

(iv)

v)

if “Actual/Actual” or “Actual/Actual — ISDA” is specified hereon, the actual number of days
in the Calculation Period divided by 365 (or, if any portion of that Calculation Period falls in
a leap year, the sum of (A) the actual number of days in that portion of the Calculation Period
falling in a leap year divided by 366 and (B) the actual number of days in that portion of the
Calculation Period falling in a non-leap year divided by 365);

if “Actual/365 (Fixed)” is specified hereon, the actual number of days in the Calculation
Period divided by 365;

if “Actual/365 (Sterling)” is specified hereon, the actual number of days in the Calculation
Period divided by 365 or, in the case of a Periodic Distribution Date falling in a leap year, 366;

if “Actual/360” is specified hereon, the actual number of days in the Calculation Period
divided by 360;

if “30/360”, “360/360” or “Bond Basis” is specified hereon, the number of days in the

Calculation Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)
360

where:
“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and
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“D2” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31 and D1 is greater than 29, in which
case D2 will be 30;

if “30E/360” or “Eurobond Basis” is specified hereon, the number of days in the Calculation
Period divided by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)
360

where:
“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless such
number would be 31, in which case D1 will be 30; and

“D2” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless such number would be 31, in which case D2 will be 30;

if “30E/360 (ISDA)” is specified hereon, the number of days in the Calculation Period divided
by 360, calculated on a formula basis as follows:

Day Count Fraction = [360 x (Y2 -Y1)] + [30 x (M2 -M1)]+ (D2 -D1)
360

where:
“Y1” is the year, expressed as a number, in which the first day of the Calculation Period falls;

“Y2” is the year, expressed as a number, in which the day immediately following the last day
included in the Calculation Period falls;

“M1” is the calendar month, expressed as a number, in which the first day of the Calculation
Period falls;

“M2” is the calendar month, expressed as a number, in which the day immediately following
the last day included in the Calculation Period falls;

“D1” is the first calendar day, expressed as a number, of the Calculation Period, unless (i) that
day is the last day of February or (ii) such number would be 31, in which case D1 will be 30;
and

“D2” is the calendar day, expressed as a number, immediately following the last day included
in the Calculation Period, unless (i) that day is the last day of February but not the Scheduled
Dissolution Date or (ii) such number would be 31, in which case D2 will be 30; and

if “Actual/Actual-ICMA” is specified hereon:

(A) if the Calculation Period is equal to or shorter than the Determination Period during
which it falls, the number of days in the Calculation Period divided by the product of (x)
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the number of days in such Determination Period and (y) the number of Determination
Periods normally ending in any year; and

(B) if the Calculation Period is longer than one Determination Period, the sum of:

(x)  the number of days in such Calculation Period falling in the Determination Period
in which it begins divided by the product of (1) the number of days in such
Determination Period and (2) the number of Determination Periods normally
ending in any year; and

(y) the number of days in such Calculation Period falling in the next Determination
Period divided by the product of (1) the number of days in such Determination
Period and (2) the number of Determination Periods normally ending in any year,

where:

“Determination Period” means the period from and including a Determination Date in
any year to but excluding the next Determination Date; and

“Determination Date” means the date(s) specified as such hereon or, if none is so
specified, the Periodic Distribution Date(s).

Calculation Agent: The Trustee shall procure that there shall at all times be one or more Calculation
Agents if provision is made for them hereon and for so long as any Certificate is outstanding. Where
more than one Calculation Agent is appointed in respect of the Certificates, references in these
Conditions to the Calculation Agent shall be construed as each Calculation Agent performing its
respective duties under the Conditions. If the Calculation Agent is unable or unwilling to act as such
or if the Calculation Agent fails duly to calculate any Profit Amount or Dissolution Distribution
Amount, as the case may be, or to comply with any other requirement, the Trustee shall (with the prior
approval of the Delegate) appoint a leading bank or financial institution engaged in the interbank
market (or, if appropriate, money, swap or over-the-counter index options market) that is most closely
connected with the calculation or determination to be made by the Calculation Agent (acting through
its principal London office or any other office actively involved in such market) to act as such in its
place. The Calculation Agent may not resign its duties without a successor having been appointed as
aforesaid.

Redemption and Dissolution of the Trust

Dissolution on the Scheduled Dissolution Date: Unless previously redeemed, or purchased and
cancelled in full, as provided below, each Certificate shall be finally redeemed on the Scheduled
Dissolution Date specified hereon at its Dissolution Distribution Amount and, following the payment
of all such amounts in full, the Trust shall be dissolved by the Trustee.

Early Dissolution for Taxation Reasons: If:

@) (A) the Trustee has or will become obliged to pay additional amounts as described under
Condition 10 as a result of any change in, or amendment to, the laws or regulations of the
Relevant Jurisdiction, or any change in the application or official interpretation of such laws or
regulations, which change or amendment becomes effective on or after the Issue Date, and (B)
such obligation cannot be avoided by the Trustee taking reasonable measures available to it; or

(i1))  (A) the Obligor has or will become obliged to pay additional amounts to the Trustee pursuant
to the terms of any Transaction Document as a result of any change in, or amendment to, the
laws or regulations of the Relevant Jurisdiction or any change in the application or official
interpretation of such laws or regulations, which change or amendment becomes effective on
or after the Issue Date, and (B) such obligation cannot be avoided by the Obligor taking
reasonable measures available to it,
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(the occurrence of an event described in Condition 8(b)(i) or (ii) being a “Tax Event”), the Obligor
may in its sole discretion deliver to the Trustee a duly completed Exercise Notice in accordance with
the provisions of the Sale Undertaking and, on receipt of such notice, the Trustee shall, on giving not
less than 30 nor more than 60 days’ notice to the Delegate and the Certificateholders (which notice
shall be irrevocable) redeem the Certificates in whole, but not in part, on any Periodic Distribution
Date (such dissolution date being an “Early Tax Dissolution Date”), at their Dissolution Distribution
Amount, provided that no such notice of dissolution may be given earlier than 90 days prior to the
earliest date on which the Trustee or the Obligor, as the case may be, would be obliged to pay such
additional amounts were a payment in respect of the Certificates (in the case of the Trustee) or to the
Trustee pursuant to any Transaction Document (in the case of the Obligor) then due.

Prior to the publication of any notice of dissolution pursuant to this Condition 8(b), the Trustee or the
Obligor, as the case may be, shall deliver to the Delegate:

(A) a certificate signed by two Directors of the Trustee (in the case of Condition 8(b)(i)) or the
Obligor (in the case of Condition 8(b)(ii)) stating that the obligation referred to in Condition
8(b)(i) or 8(b)(ii), as the case may be, has arisen and cannot be avoided by the Trustee or the
Obligor, as the case may be, taking reasonable measures available to it; and

(B) an opinion of independent legal advisers of recognised standing to the effect that the Trustee or
the Obligor, as the case may be, has or will become obliged to pay additional amounts as a
result of such change or amendment,

and the Delegate shall be entitled to accept and rely on such certificate and legal opinion as sufficient
evidence of the satisfaction of the conditions precedent set out in Condition 8(b)(i) or, as the case may
be, Condition 8(b)(ii) above (without liability to any person), in which event it shall be conclusive and
binding on Certificateholders.

Upon expiry of any such notice given in accordance with this Condition 8(b) and payment in full of
the Dissolution Distribution Amount to Certificateholders, the Trustee shall be bound to dissolve the
Trust.

Dissolution at the Option of the Obligor (Optional Dissolution Right): If Optional Dissolution
Right is specified as applicable hereon, the Obligor may in its sole discretion deliver to the Trustee a
duly completed Exercise Notice in accordance with the provisions of the Sale Undertaking and, on
receipt of such notice, the Trustee shall, on giving not less than 15 nor more than 30 days’ irrevocable
notice to the Delegate and the Certificateholders (or such other notice period as may be specified
hereon) redeem all (and not some only) of the Certificates on any Optional Dissolution Date. Any such
redemption of Certificates shall be at their Dissolution Distribution Amount on the date specified in
such notice as the Optional Dissolution Date in accordance with this Condition 8(c). Upon payment
in full of the Dissolution Distribution Amount to all Certificateholders, the Trustee shall be bound to
dissolve the Trust.

Dissolution at the Option of Certificateholders (Certificateholder Put Right): If Certificateholder
Put Right is specified as applicable hereon, the Trustee shall, at the option of the holder of any
Certificate, upon the holder of such Certificate giving not less than 15 nor more than 30 days’ notice
to the Trustee (or such other notice period as may be specified hereon), redeem such Certificate on the
Certificateholder Put Right Date at its Dissolution Distribution Amount. For the purposes thereof, the
Trustee shall deliver to the Obligor a duly completed Exercise Notice in accordance with the
provisions of the Purchase Undertaking. If all (and not some only) of the Certificates are to be
redeemed on any Certificateholder Put Right Date in accordance with this Condition 8(d), upon
payment in full of the Dissolution Distribution Amount to all Certificateholders, the Trustee shall be
bound to dissolve the Trust.

To exercise such option the holder must deposit the certificate representing such Certificate(s) with
the Registrar or any Transfer Agent at its specified office, together with a duly completed exercise
notice (a “Certificateholder Put Exercise Notice”) in the form obtainable from any Paying Agent,
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the Registrar or any Transfer Agent (as applicable) within the notice period. No certificate so
deposited and right exercised may be withdrawn (except as provided in the Agency Agreement)
without the prior consent of the Trustee.

Dissolution at the Option of the Certificateholders (Change of Control Put Right): The Obligor
has agreed in the Declaration of Trust to notify the Trustee and the Delegate forthwith upon the
occurrence of a Change of Control Event and to provide a description of the Change of Control Event.
The Trustee, upon receipt of such notice from the Obligor or otherwise upon becoming aware of the
occurrence of a Change of Control Event, shall promptly give notice (a “Change of Control Put
Event Notice”) of the occurrence of a Change of Control Event to the Delegate and the
Certificateholders in accordance with these Conditions. The Change of Control Put Event Notice shall
provide a description of the Change of Control Event and shall require, provided Change of Control
Put Right is specified as applicable hereon, Certificateholders to elect within the period commencing
on (and including) the date on which the Change of Control Put Event Notice is given and ending on
(and including) the date which is 30 days after the date on which the Change of Control Put Event
Notice is given (the “Change of Control Put Period”) if they wish all or any of their Certificates to
be redeemed.

If Change of Control Put Right is specified as applicable hereon and a Change of Control Event
occurs, and provided that Certificateholders elect to redeem their Certificates, in whole or in part, in
accordance with this Condition 8(e), the Trustee shall redeem such Certificates on the Change of
Control Put Date at the Dissolution Distribution Amount. For the purposes thereof, the Trustee shall
deliver to the Obligor a duly completed Exercise Notice in accordance with the provisions of the
Purchase Undertaking. If all (and not some only) of the Certificates are to be redeemed on any Change
of Control Put Date in accordance with this Condition 8(e), upon payment in full of the Dissolution
Distribution Amount to all Certificateholders, the Trustee shall be bound to dissolve the Trust.

To elect to redeem all or any of its Certificates in accordance with this Condition 8(e), a
Certificateholder must deposit its Certificate(s) with the Registrar or any Transfer Agent at its
specified office, together with a duly completed exercise notice (a “Change of Control Exercise
Notice”) in the form obtainable from any Paying Agent, the Registrar or any Transfer Agent (as
applicable) within the Change of Control Put Period. No Certificate so deposited and right exercised
may be withdrawn (except as provided in the Agency Agreement) without the prior consent of the
Trustee.

Dissolution at the Option of the Obligor (Obligor Clean Up Call Right): If 75 per cent. or more
in face amount of the Certificates then outstanding have been redeemed and/or purchased and
cancelled pursuant to this Condition 8, the Obligor may in its sole discretion deliver to the Trustee a
duly completed Exercise Notice in accordance with the provisions of the Sale Undertaking and, on
receipt of such notice, the Trustee shall, on giving not less than 30 nor more than 60 days’ irrevocable
notice to the Delegate and the Certificateholders (or such other notice period as may be specified
hereon) (such notice being given within 30 days after the Change of Control Put Date or the
Certificateholder Put Right Date, as the case may be) redeem all of the Certificates on the date
specified in such notice (the “Clean Up Call Right Dissolution Date”). Any such redemption of
Certificates shall be at their Dissolution Distribution Amount and upon payment in full of the
Dissolution Distribution Amount to all Certificateholders, the Trustee shall be bound to dissolve the
Trust.

Dissolution following a Dissolution Event: Upon the occurrence of a Dissolution Event, the
Certificates may be redeemed at the Dissolution Distribution Amount and the Trustee may be required
to dissolve the Trust, in each case subject to and as more particularly described in Condition 12.

Purchases: The Obligor and the Obligor’s Subsidiaries may at any time purchase Certificates in the
open market or otherwise at any price.

Cancellation: Any Certificates purchased by or on behalf of the Obligor or any of the Obligor’s
Subsidiaries shall be surrendered for cancellation by surrendering the certificate representing such
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Certificates to the Registrar and by the Obligor delivering to the Trustee a duly completed
Cancellation Notice in accordance with the terms of the Declaration of Trust, the Agency Agreement
and the Sale Undertaking. All Certificates so surrendered and all Certificates that are redeemed in
accordance with this Condition 8 and/or Condition 12 shall be cancelled forthwith and may not be
reissued or resold and the obligations of the Trustee in respect of any such Certificates shall be
discharged. If all (and not some only) of the Certificates are cancelled in accordance with this
Condition 8(i), the Trustee shall be bound to dissolve the Trust.

No other Dissolution: The Trustee shall not be entitled to redeem the Certificates or dissolve the
Trust other than as provided in this Condition 8 and Condition 12. Upon payment in full of all
amounts due in respect of the Certificates of any Series and the subsequent dissolution of the Trust as
provided in this Condition 8 and/or Condition 12 (as the case may be), the Certificates shall cease to
represent interests in the Trust Assets and no further amounts shall be payable in respect thereof and
the Trustee shall have no further obligations in respect thereof.

Payments

Method of Payment: Payments of the Dissolution Distribution Amount shall be made against
presentation and surrender of the relevant Certificates at the specified office of any of the Transfer
Agents or of the Registrar and in the manner provided below.

Payments of Periodic Distribution Amounts in respect of each Certificate shall be paid to the person
shown on the Register (or, in the case of a Certificate held by two or more persons, to the person
whose name appears first on the Register) at the close of business on the fifteenth day before the due
date for payment thereof (the “Record Date”).

Payments of Periodic Distribution Amounts and the Dissolution Distribution Amount in respect of
each Certificate shall be made in the Specified Currency by transfer to an account in the Specified
Currency maintained by the payee with a bank in the principal financial centre for such currency or,
in the case of euro, in a city in which banks have access to the TARGET System, as notified by the
holder to the specified office of the Registrar or any Transfer Agent before the Record Date.

Payments subject to Laws: Save as provided in Condition 10, payments will be subject in all cases
to (i) any applicable fiscal or other laws, regulations and directives in the place of payment, and (ii)
any other laws and regulations to which the Trustee, the Obligor or any of their Agents agree to be
subject. No commission or expenses shall be charged to the Certificateholders in respect of such
payments.

Appointment of Agents: The Principal Paying Agent, the Paying Agents, the Registrar, the Transfer
Agents and the Calculation Agent initially appointed by the Trustee and their respective specified
offices are listed below. The Principal Paying Agent, the Paying Agents, the Registrar, the Transfer
Agents and the Calculation Agent act solely as agents of the Trustee and do not assume any obligation
or relationship of agency or trust for or with any Certificateholder. The Trustee reserves the right at
any time with the approval of the Delegate to vary or terminate the appointment of the Principal
Paying Agent, any other Paying Agent, the Registrar, any Transfer Agent or the Calculation Agent(s)
and to appoint additional or other Paying Agents or Transfer Agents, provided that the Trustee shall
at all times maintain (i) a Principal Paying Agent, (ii) a Registrar, (iii) a Transfer Agent, (iv) one or
more Calculation Agent(s) where the Conditions so require, (v) a Paying Agent (which may be the
Principal Paying Agent) having a specified office in at least two major European cities, (vi) such other
agents as may be required by any stock exchange on which the Certificates may be listed and (vii) a
Paying Agent with a specified office in a European Union member state that will not be obliged to
withhold or deduct tax pursuant to any law implementing European Council Directive 2003/48/EC or
any other Directive implementing the conclusions of the ECOFIN Council meeting of 26-27
November 2000.

Notice of any such change or any change of any specified office shall promptly be given by the
Trustee to the Certificateholders.
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Non-Business Days: If any date for payment in respect of any Certificate is not a business day, the
holder shall not be entitled to payment until the next following business day nor to any profit or other
sum in respect of such postponed payment. In this Condition 9(d), “business day” means a day (other
than a Saturday or a Sunday) on which banks and foreign exchange markets are open for business in
the relevant place in which the specified office of the Registrar is located, in such jurisdictions as shall
be specified as “Financial Centres” hereon and:

(1) (in the case of a payment in a currency other than euro) where payment is to be made by
transfer to an account maintained with a bank in the relevant currency, on which foreign
exchange transactions may be carried on in the Specified Currency in the principal financial
centre of the country of such Specified Currency; or

(i)  (in the case of a payment in euro) which is a TARGET Business Day.

Taxation

All payments in respect of the Certificates shall be made free and clear of, and without withholding or
deduction for, or on account of, any present or future taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or assessed by the Relevant Jurisdiction unless such
withholding or deduction is required by law. In that event, the Trustee shall pay such additional amounts as
shall result in receipt by the Certificateholders of such amounts as would have been received by them had no
such withholding or deduction been required, except that no such additional amounts shall be payable:

(a)

(b)

(©

Other connection: to, or to a third party on behalf of, a holder who is liable to such taxes, duties,
assessments or governmental charges in respect of such Certificate by reason of his having some
connection with the Relevant Jurisdiction other than the mere holding of the Certificate; or

Presentation more than 30 days after the Relevant Date: if the relevant Certificate is presented for
payment more than 30 days after the Relevant Date except to the extent that the holder of it would
have been entitled to such additional amounts on presenting the Certificate for payment on the last
day of such period of 30 days irrespective of whether that day is a business day (as defined in
Condition 9(d)); or

Payment to individuals: where such withholding or deduction is imposed on a payment to an
individual and is required to be made pursuant to European Council Directive 2003/48/EC or any
other Directive implementing the conclusions of the ECOFIN Council meeting of 26-27 November
2000 on the taxation of savings income or any law implementing or complying with, or introduced in
order to conform to, such Directive.

As used in these Conditions, “Relevant Date” in respect of any Certificate means the date on which
payment in respect of it first becomes due or (if any amount of the money payable is improperly
withheld or refused) the date on which payment in full of the amount outstanding is made or (if
earlier) the date seven days after that on which notice is duly given to the Certificateholders that, upon
further presentation of the Certificate being made in accordance with the Conditions, such payment
will be made, provided that payment is in fact made upon such presentation. References in these
Conditions to “Periodic Distribution Amounts” and the “Dissolution Distribution Amount” shall be
deemed to include any additional amounts that may be payable under this Condition or any
undertaking given in addition to or in substitution for it under the Declaration of Trust.

The Transaction Documents provide that payments thereunder by the Obligor shall be made without
any withholding or deduction for, or on account of, any present or future taxes, duties, fees,
assessments or charges of any nature unless such withholding or deduction is required by law, and
without set-off or counterclaim of any kind. If withholding or deduction is required by law, the
Transaction Documents provide for the payment by the Obligor of such additional amounts as will
result in receipt by the Trustee or the Delegate, as the case may be, of such amounts as would have
been received by it had no withholding or deduction been made.
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Further, in accordance with the terms of the Purchase Undertaking and the Declaration of Trust, the
Obligor has undertaken to pay such additional amounts as may be necessary pursuant to this
Condition 10 so that the full amount due and payable by the Trustee in respect of the Certificates to
the Certificateholders is received by the Trustee for the purposes of payment to the Certificateholders
in accordance with and subject to the provisions of Condition 10.

Prescription

Claims against the Trustee for payment in respect of the Certificates shall be prescribed and become void
unless made within 10 years (in the case of the Dissolution Distribution Amount) or five years (in the case
of Periodic Distribution Amounts) from the appropriate Relevant Date in respect of them.

12
(a)

(b)

13
(a)

Dissolution Events

Dissolution Event: If a Dissolution Event occurs and is continuing:

(i)  the Delegate, upon receiving written notice thereof under the Declaration of Trust or otherwise
upon becoming aware of a Dissolution Event (through actual knowledge or express notice)
shall (subject to it being indemnified and/or secured and/or pre-funded to its satisfaction)
promptly give notice of the occurrence of the Dissolution Event to the Certificateholders with
a request to the Certificateholders to indicate to the Trustee and the Delegate in writing if they
wish the Certificates to be redeemed and the Trust to be dissolved; and

(i)  the Delegate in its sole discretion may, and shall if so requested in writing by the holders of at
least 20 per cent. of the then aggregate face amount of the Series of Certificates outstanding or
if so directed by an Extraordinary Resolution (subject in each case to being indemnified and/or
secured and/or pre-funded to its satisfaction), give notice (a “Dissolution Notice”) to the
Trustee, the Obligor and the Certificateholders that the Certificates are immediately due and
payable at the Dissolution Distribution Amount, whereupon they shall become so due and
payable. A Dissolution Notice may be given pursuant to this Condition 12(a)(ii) whether or not
notice has been given to Certificateholders as provided in Condition 12(a)(i).

Upon receipt of such Dissolution Notice, the Trustee (or the Delegate in the name of the Trustee
(subject to Condition 13(a)) shall deliver an Exercise Notice to the Obligor under the Purchase
Undertaking and thereafter execute the relevant transfer agreement for the transfer and conveyance of
the Share Interests relating to the Shares comprised in the Share Portfolio. The Trustee (or the
Delegate in the name of the Trustee) shall use the proceeds thereof to redeem the Certificates at the
Dissolution Distribution Amount on the date specified in the relevant Dissolution Notice (the relevant
“Dissolution Event Redemption Date”) and the Trust shall be dissolved on the day after the last
outstanding Certificate has been so redeemed in full. Upon payment in full of such amounts and
dissolution of the Trust as aforesaid, the Certificates shall cease to represent interests in the Trust
Assets and no further amounts shall be payable in respect thereof and the Trustee shall have no further
obligations in respect thereof.

Enforcement and Exercise of Rights: Upon the occurrence of a Dissolution Event, to the extent that
any amount payable in respect of the Certificates of the relevant Series has not been paid in full
(notwithstanding the provisions of Condition 12(a)), the Trustee or (subject to Condition 13(a)) the
Delegate may (acting for the benefit of the Certificateholders) take one or more of the following steps:

(1) enforce the provisions of the Transaction Documents against the Obligor; and/or
(i)  take such other actions, steps or proceedings as the Trustee or the Delegate may consider

necessary to recover amounts due to the Certificateholders.

Realisation of Trust Assets

The Delegate shall not be bound in any circumstances to take any action, step or proceeding to enforce
or to realise the relevant Trust Assets or take any action, step or proceeding against the Trustee and/or
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the Obligor under any Transaction Document to which either of the Trustee or the Obligor is a party
unless directed or requested to do so: (i) by an Extraordinary Resolution; or (ii) in writing by the
holders of at least 20 per cent. of the then outstanding aggregate face amount of the relevant Series
and in either case then only if it shall be indemnified and/or secured and/or prefunded to its
satisfaction.

No Certificateholder shall be entitled to proceed directly against the Trustee or the Obligor unless the
Delegate or the Trustee, as the case may be, having become bound so to proceed, fails to do so within
a reasonable period and such failure is continuing. Under no circumstances shall the Delegate or any
Certificateholder have any right to cause the sale or other disposition of any of the relevant Trust
Assets (other than as expressly contemplated in the Transaction Documents) and the sole right of the
Delegate and the Certificateholders against the Trustee and the Obligor shall be to enforce their
respective obligations under the Transaction Documents to which they are a party.

Following the enforcement, realisation and ultimate distribution of the net proceeds of the relevant
Trust Assets in respect of the Certificates of the relevant Series to the Certificateholders in accordance
with these Conditions and the Declaration of Trust, the Trustee shall not be liable for any further sums
and, accordingly, Certificateholders may not take any action against the Trustee, the Delegate or any
other person (including the Obligor) to recover any such sum in respect of the Certificates or the
relevant Trust Assets.

Conditions 13(a), 13(b) and 13(c) are subject to this Condition 13(d). After enforcing or realising the
relevant Trust Assets in respect of the Certificates of the relevant Series and distributing the net
proceeds of the relevant Trust Assets in accordance with Condition 5(b), the obligations of the Trustee
in respect of the Certificates of the relevant Series shall be satisfied and no Certificateholder may take
any further steps against the Trustee (or any steps against the Delegate) to recover any further sums
in respect of the Certificates of the relevant Series and the right to receive from the Trustee any such
sums remaining unpaid shall be extinguished. In particular, no Certificateholder shall be entitled in
respect thereof to petition or to take any other steps for the winding-up of the Trustee.

Meetings of Certificateholders, Modification and Waiver

Meetings of Certificateholders: The Declaration of Trust contains provisions for convening
meetings of Certificateholders to consider any matter affecting their interests, including the
sanctioning by Extraordinary Resolution of a modification of any of these Conditions or any
provisions of the Declaration of Trust. Such a meeting may be convened by Certificateholders holding
not less than 10 per cent. in face amount of the Certificates for the time being outstanding. The
quorum for any meeting convened to consider an Extraordinary Resolution shall be two or more
persons holding or representing not less than a clear majority in face amount of the Certificates for
the time being outstanding, or at any adjourned meeting two or more persons being or representing
Certificateholders whatever the face amount of the Certificates held or represented, unless the
business of such meeting includes consideration of proposals, inter alia, (i) to amend any Dissolution
Date in respect of the Certificates or any date for payment of Periodic Distribution Amounts in respect
of the Certificates, (ii) to reduce or cancel the face amount of, or any premium payable on redemption
of, the Certificates; (iii) to reduce the rate or rates of profit in respect of the Certificates or to vary the
method or basis of calculating the rate or rates or amount of profit, or the basis for calculating any
Profit Amount in respect of the Certificates; (iv) to vary any method of, or basis for, calculating the
Dissolution Distribution Amount; (v) to vary the currency of payment or denomination of the
Certificates; (vi) to modify the provisions concerning the quorum required at any meeting of
Certificateholders or the majority required to pass an Extraordinary Resolution; (vii) to modify or
cancel the payment obligations of the Obligor (in any capacity) and/or the Trustee under the
Transaction Documents and/or the Certificates (as the case may be), (viii) to amend any of the
Obligor’s or the Trustee’s covenants included in the Transaction Documents or to amend the covenant
given by the Trustee and the Delegate in Clause 14.1 of the Master Declaration of Trust; or (ix) to
amend the above list, in which case the necessary quorum shall be two or more persons holding or
representing not less than 75 per cent., or at any adjourned meeting not less than 25 per cent., in face
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amount of the Certificates for the time being outstanding. Any Extraordinary Resolution duly passed
shall be binding on Certificateholders (whether or not they were present at the meeting at which such
resolution was passed).

The Declaration of Trust provides that a resolution in writing signed by or on behalf of the holders of
not less than 75 per cent. in face amount of the Certificates outstanding shall for all purposes be as
valid and effective as an Extraordinary Resolution passed at a meeting of Certificateholders duly
convened and held. Such a resolution in writing may be contained in one document or several
documents in the same form, each signed by or on behalf of one or more Certificateholders.

For so long as the Certificates are represented by a Global Certificate, an Extraordinary Resolution
may also be passed by Certificateholders giving electronic consent, provided that consent to such
resolution is given through the relevant clearing system(s) (in a form satisfactory to the Delegate) by
or on behalf of not less than 75 per cent. in face amount of the Certificates. See “Summary of
Provisions relating to the Certificates while in Global Form”.

Modifications, Waivers, Authorisations and Determinations: The Delegate may (but shall not be
obliged to), without the consent of the Certificateholders: (i) agree to any modification of any of the
provisions of the Declaration of Trust or the Transaction Documents that is in its opinion of a formal,
minor or technical nature or is made to correct a manifest error; or (ii) (A) agree to any other
modification of any of the provisions of the Declaration of Trust, the Transaction Documents or to any
waiver or authorisation of any breach or proposed breach, of any of the provisions of the Declaration
of Trust or the Transaction Documents; or (B) determine that any Dissolution Event or Potential
Dissolution Event shall not be treated as such provided that such modification, waiver, authorisation
or determination is in the opinion of the Delegate not materially prejudicial to the interests of the
Certificateholders and is not in contravention of any express direction given by Extraordinary
Resolution or request in writing by the holders of at least 20 per cent. of the outstanding aggregate
face amount of that Series and, in the case of modifications under Condition 14(b)(ii)(A) only, is other
than in respect of a matter which requires a special quorum resolution (as defined in the proviso to
paragraph 2 of Schedule 3 of the Master Declaration of Trust). Any such modification, authorisation,
determination or waiver shall be binding on the Certificateholders and, unless the Delegate agrees
otherwise, shall be notified to the Certificateholders in accordance with Condition 17 as soon as
practicable.

Entitlement of the Delegate: In connection with the exercise of its functions (including but not
limited to those referred to in this Condition) the Delegate shall have regard to the interests of the
Certificateholders as a class and shall not have regard to the consequences of such exercise for
individual Certificateholders and the Delegate shall not be entitled to require, nor shall any
Certificateholder be entitled to claim, from the Trustee, the Obligor or the Delegate any
indemnification or payment in respect of any tax consequence of any such exercise upon individual
Certificateholders.

Delegate

Delegation of Powers: The Trustee will in the Declaration of Trust irrevocably and unconditionally
appoint the Delegate to be its attorney and in its name, on its behalf and as its act and deeds, to
execute, deliver and perfect all documents, and to exercise all of the present and future, powers
(including the power to sub-delegate), rights, authorities (including, but not limited to, the authority
to request directions from any Certificateholders and the power to make any determinations to be
made under the Transaction Documents) and discretions vested in the Trustee by the Declaration of
Trust, that the Delegate may consider to be necessary or desirable in order to, upon the occurrence of
a Dissolution Event or Potential Dissolution Event, and subject to its being indemnified and/or
secured and/or prefunded to its satisfaction, exercise all of the rights of the Trustee under the
Transaction Documents and make such distributions from the relevant Trust Assets as the Trustee is
bound to make in accordance with the Declaration of Trust (together the “Delegation” of the
“Relevant Powers”), provided that: (i) no obligations, duties, liabilities or covenants of the Trustee
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pursuant to the Declaration of Trust or any other Transaction Document shall be imposed on the
Delegate by virtue of this Delegation; (ii) in no circumstances will such Delegation of the Relevant
Powers result in the Delegate holding on trust the relevant Trust Assets; and (iii) such Delegation of
the Relevant Powers shall not include any duty, power, trust, right, authority or discretion to dissolve
any of the trusts constituted by the Declaration of Trust following the occurrence of a Dissolution
Event or Potential Dissolution Event or to determine the remuneration of the Delegate. The Trustee
shall ratify and confirm all things done and all documents executed by the Delegate in the exercise of
all or any of the Relevant Powers.

In addition to the Delegation of the Relevant Powers under the Declaration of Trust, the Delegate also
has certain powers which are vested solely in it from the date of the Master Declaration of Trust.

The appointment of a delegate by the Trustee is intended to be in the interests of the Certificateholders
and does not affect the Trustee’s continuing role and obligations as sole trustee.

Indemnification: The Declaration of Trust contains provisions for the indemnification of the
Delegate in certain circumstances and for its relief from responsibility, including provisions relieving
it from taking any action, step or proceeding unless indemnified and/or secured and/or prefunded to
its satisfaction. In particular, but without limitation, in connection with the exercise of any of its rights
in respect of the relevant Trust Assets or any other right it may have pursuant to the Declaration of
Trust or the other Transaction Documents, the Delegate shall in no circumstances be bound to take
any action, step or proceeding unless directed to do so in accordance with Conditions 12 or 13, and
then only if it shall also have been indemnified and/or secured and/or prefunded to its satisfaction.

No Liability: The Delegate makes no representation and assumes no responsibility for the validity,
sufficiency or enforceability of the obligations of the Obligor or the Trustee under the Transaction
Documents and shall not under any circumstances have any liability or be obliged to account to
Certificateholders in respect of any payments which should have been paid by the Obligor or the
Trustee but are not so paid and shall not in any circumstances have any liability arising from the
relevant Trust Assets, in each case other than as expressly provided in these Conditions or in the
Declaration of Trust.

Reliance on Certificates, Reports and/or Information: The Delegate may rely on any certificate,
report or information of the auditors or insolvency officials (as applicable) of the Trustee or the
Obligor, or any other expert or other person called for by or provided to the Delegate (whether or not
addressed to the Delegate) in accordance with or for the purposes of the Declaration of Trust or the
other Transaction Documents and such certificate, report or information may be relied upon by the
Delegate (without liability to any person) as sufficient evidence of the facts stated therein
notwithstanding that such certificate or report and/or any engagement letter or other document entered
into by the Delegate in connection therewith contains a monetary or other limit on the liability of the
auditors or insolvency officials of the Trustee or the Obligor or such other expert or other person in
respect thereof and notwithstanding that the scope and/or basis of such certificate, report or
information may be limited by an engagement or similar letter or by the terms of the certificate, report
or information itself and the Delegate shall not be bound in any such case to call for further evidence
or be responsible for any liability or inconvenience that may be occasioned by its failure to do so.

Proper performance of duties: Nothing shall, in any case in which the Trustee or the Delegate has
failed to show the degree of care and diligence required of it as trustee, in the case of the Trustee
(having regard to the provisions of the Declaration of Trust conferring on it any trusts, powers, rights,
authorities or discretions) or as donee and delegate, in the case of the Delegate (having regard to the
powers, rights, authorities and discretions conferred on it by the Declaration of Trust and to the
Relevant Powers delegated to it), respectively exempt the Trustee or the Delegate from or indemnify
either of them against any Liability for gross negligence, wilful default or actual fraud of which either
of them may be guilty in relation to their duties under the Declaration of Trust.

Notice of Events: The Delegate shall not be responsible for monitoring or ascertaining whether or not
a Dissolution Event, Potential Dissolution Event, Tax Event or Change of Control Event has occurred

59



or exists and, unless and until it shall have received express written notice to the contrary, it will be
entitled to assume that no such event or circumstance exists or has occurred (without any liability to
Certificateholders or any other person for so doing).

16  Replacement of Certificates

If a Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to applicable laws,
regulations and stock exchange or other relevant authority regulations, at the specified office of the Registrar
or such other Paying Agent or Transfer Agent, as the case may be, as may from time to time be designated
by the Trustee for the purpose and notice of whose designation is given to Certificateholders, in each case
on payment by the claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security and indemnity (which may provide, infer alia, that if the allegedly lost, stolen or destroyed
Certificate is subsequently presented for payment, there shall be paid to the Trustee on demand the amount
payable by the Trustee in respect of such Certificate) and otherwise as the Trustee may require. Mutilated or
defaced Certificates must be surrendered before replacements will be issued.

17 Notices

Notices to the holders of Certificates shall be mailed to them by first class mail (airmail if overseas) at their
respective addresses in the Register.

The Trustee shall also ensure that notices are duly given and/or published in a manner which complies with
the rules and regulations of any listing authority, stock exchange and/or quotation system (if any) on which
the Certificates are for the time being admitted to listing, trading and/or quotation. Any notices shall be
deemed to have been given on the fourth day (being a day other than a Saturday or Sunday) after being so
mailed (or on the date of publication, or if so published more than once or on different dates, on the date of
first publication).

So long as the Certificates are represented by a Global Certificate and such Global Certificate is held on
behalf of Euroclear or Clearstream, Luxembourg, or any other clearing system, notices to the holders of the
Certificates of that Series may be given by delivery of the relevant notice to that clearing system for
communication by it to entitled accountholders in substitution for mailing as required by Condition 17. Any
such notice shall be deemed to have been given to the holders of the Certificates on the day on which the
said notice was given to Euroclear and/or Clearstream, Luxembourg and/or such other relevant clearing
system.

18 Contracts (Rights of Third Parties) Act 1999

No person shall have any right to enforce any term or condition of the Certificates under the Contracts
(Rights of Third Parties) Act 1999 but this does not affect any right or remedy of any person which exists or
is available apart from that Act.

19  Governing Law and Arbitration

(a)  Governing Law: The Declaration of Trust (including these Conditions), the Agency Agreement and
the Certificates and any non-contractual obligations arising out of or in connection with the same are
and shall be governed by, and construed in accordance with, English law.

(b)  Arbitration: The Delegate, the Trustee and the Obligor have in the Declaration of Trust agreed that,
subject to Condition 19(c), any dispute, claim, difference or controversy arising out of or in
connection with the Declaration of Trust (which includes the Certificates, these Conditions and this
Condition 19(b)) (including any dispute as to the existence, validity, interpretation, performance,
breach or termination of the Declaration of Trust or the consequences of its nullity and any dispute
relating to any non-contractual obligations arising out of or in connection with it) (a “Dispute”) shall
be referred to and finally resolved by arbitration in accordance with the Arbitration Rules of the
London Court of International Arbitration (the “LCIA”) (the “Rules”), which Rules (as amended
from time to time) are deemed to be incorporated by reference into this Condition 19. For these
purposes:
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(1) the seat of arbitration shall be London, England;

(i1)  there shall be three arbitrators, each of whom shall be disinterested in the arbitration, shall have
no connection with any party to the Dispute and shall be an attorney experienced in
international securities transactions. The parties to the Dispute shall each nominate one
arbitrator and both arbitrators in turn shall appoint a further arbitrator who shall be the
chairman of the tribunal. In cases where there are multiple claimants and/or multiple
respondents, the class of claimants jointly, and the class of respondents jointly shall each
nominate one arbitrator. If one party or both fails to nominate an arbitrator within the time
limits specified by the Rules, such arbitrator(s) shall be appointed by the LCIA. If the party
nominated arbitrators fail to nominate the third arbitrator within 15 days of the appointment of
the second arbitrator, such arbitrator shall be appointed by the LCIA; and

(iii)  the language of the arbitration shall be English.

Option to Litigate: Notwithstanding the agreement described in Condition 19(b) above, the Delegate
may, in the alternative and at its sole discretion, by notice in writing to the Trustee and the Obligor in
accordance with the Declaration of Trust:

@) within 28 days of service of a Request for Arbitration (as defined in the Rules); or
(i)  if no arbitration has commenced,

require that the Dispute be heard by a court of law (a “Notice to Litigate”). If the Delegate gives a
Notice to Litigate, the Dispute to which such notice refers shall be determined in the manner described
in Condition 19(e) and, subject as provided below, any arbitration commenced under Condition 19(b)
(in respect of that Dispute will be terminated. Each of the parties to the terminated arbitration will
bear its own costs in relation thereto (other than the Delegate whose costs will be borne by the
Obligor).

Notice to Terminate: If any Notice to Litigate is given after service of any Request for Arbitration in
respect of any Dispute, the Trustee must also promptly give notice to the LCIA Court and to any
Tribunal (each as defined in the Rules) already appointed in relation to the Dispute that such Dispute
will be settled by the courts. Upon receipt of such notice by the LCIA Court, the arbitration and any
appointment of any arbitrator in relation to such Dispute will immediately terminate. Any such
arbitrator will be deemed to be functus officio. The termination is without prejudice to:

(1) the validity of any act done or order made by that arbitrator or by the court in support of that
arbitration before his appointment is terminated;

(i)  his entitlement to be paid his proper fees and disbursements; and

(iii) the date when any claim or defence was raised for the purpose of applying any limitation bar
or any similar rule or provision.

Effect of exercise of option to litigate: If a notice is issued pursuant to Condition 19(c), the following
provisions shall apply:

(1) subject to paragraph (iii) below, the courts of England shall have exclusive jurisdiction to settle
any Dispute and each of the Trustee and the Obligor have in the Master Declaration of Trust
submitted to the exclusive jurisdiction of such courts;

(i)  each of the Trustee and the Obligor have agreed that the courts of England are the most
appropriate and convenient courts to settle any Dispute and, accordingly, that they will not
argue to the contrary; and

(iii)  this Condition 19(e) is for the benefit of the Delegate for and on behalf of the Certificateholders
only. As a result, and notwithstanding paragraphs (i) and (ii) above, the Delegate shall not be
prevented from taking proceedings relating to a Dispute (“Proceedings”) in any other courts
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with jurisdiction, and to the extent allowed by law, the Delegate may take concurrent
Proceedings in any number of jurisdictions.

Service of Process: In the Master Declaration of Trust, the Trustee and the Obligor have each
irrevocably appointed an agent in England to receive, for it and on its behalf, service of process in any
Proceedings or Disputes in England.

Waiver of Immunity: Under the Declaration of Trust, the Obligor has acknowledged that the
transactions contemplated by the Transaction Documents are commercial transactions and, to the
extent that the Obligor may claim for itself or its assets or revenues immunity from suit, jurisdiction,
enforcement, prejudgment proceedings, injunctions, execution, attachment (whether in aid of
execution, before judgment or otherwise) or other legal process and relief and to the extent that such
immunity (whether or not claimed) may be attributed to the Obligor or its assets or revenues, the
Obligor has agreed not to claim and has irrevocably and unconditionally waived such immunity in
relation to any legal or arbitral proceedings or Disputes. In addition, the Obligor has irrevocably and
unconditionally consented to the giving of any relief or the issue of any process, including, without
limitation, the making, enforcement or execution against any of its assets whatsoever of any award,
order or judgment made or given in connection with any legal or arbitral proceedings or Disputes.

Waiver of Interest:

(1) Each of the Trustee, the Delegate and the Obligor has irrevocably agreed in the Declaration of
Trust that no interest will be payable or receivable under or in connection therewith and if it is
determined that any interest is payable or receivable in connection therewith by a party,
whether as a result of any judicial award or by operation of any applicable law or otherwise,
such party has agreed to waive any rights it may have to claim or receive such interest and has
agreed that if any such interest is actually received by it, it shall hold such amount in a suspense
account and promptly donate the same to a registered or otherwise officially recognised
charitable organisation.

(i)  For the avoidance of doubt, nothing in this Condition 19(h) shall be construed as a waiver of
rights in respect of Periodic Distribution Amounts payable under the Certificates, any amounts
payable under the Transaction Documents, the amount of any Wakala Portfolio Revenues
collected in accordance with the Service Agency Agreement or profit of any kind howsoever
described payable by the Obligor (in any capacity) or the Trustee (in any capacity) pursuant to
the Transaction Documents and/or the Conditions, howsoever such amounts may be described
or re-characterised by any court or arbitral tribunal.
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SUMMARY OF PROVISIONS RELATING TO
THE CERTIFICATES WHILE IN GLOBAL FORM

1 Initial Issue of Certificates

Each Series of Certificates will initially be represented by a Global Certificate in registered form. Global
Certificates will be delivered on or prior to the issue date of the Series to a common depositary for Euroclear
and Clearstream, Luxembourg (the “Common Depositary”).

Upon registration of the Certificates in the name of any nominee for, and deposit of the Global Certificate
with, a Common Depositary, Euroclear or Clearstream, Luxembourg will credit each subscriber with a face
amount of Certificates equal to the face amount thereof for which it has subscribed and paid.

Certificates that are initially deposited with the Common Depositary may also be credited to the accounts of
subscribers with (if indicated in the applicable Final Terms) other clearing systems through direct or indirect
accounts with Euroclear and Clearstream, Luxembourg held by such other clearing systems. Conversely,
Certificates that are initially deposited with any other clearing system may similarly be credited to the
accounts of subscribers with Euroclear, Clearstream, Luxembourg or other clearing systems.

2 Relationship of Accountholders with Clearing Systems

Each of the persons shown in the records of Euroclear, Clearstream, Luxembourg or any other clearing
system (an “Alternative Clearing System”) as the holder of a Certificate represented by a Global Certificate
must look solely to Euroclear, Clearstream, Luxembourg or any such Alternative Clearing System (as the
case may be) for his/her share of each payment made by the Trustee to the registered holder of the underlying
Certificates, and in relation to all other rights arising under the Global Certificates, subject to and in
accordance with the respective rules and procedures of Euroclear, Clearstream, Luxembourg, or such
Alternative Clearing System (as the case may be). Such persons shall have no claim directly against the
Trustee in respect of payments due on the Certificates for so long as the Certificates are represented by such
Global Certificate and such obligations of the Trustee will be discharged by payment to the registered holder
of the underlying Certificates, as the case may be, in respect of each amount so paid.

3 Transfers in part

3.1 Global Certificates

Transfers of the holding of Certificates represented by a Global Certificate pursuant to Condition 3(a)
(Transfer of Certificates) may only be made in part:

1) if the Certificates represented by the Global Certificate are held on behalf of Euroclear or
Clearstream, Luxembourg or any Alternative Clearing System and any such clearing system is
closed for business for a continuous period of 14 days (other than by reason of holidays,
statutory or otherwise) or announces an intention permanently to cease business or does in fact
do so; or

(i)  upon the occurrence of a Dissolution Event,

provided that, in the case of the first transfer of part of a holding pursuant to paragraph (i) above, the
holder of the Certificates represented by the relevant Global Certificate has given the Registrar not
less than 30 days’ notice at its specified office of such holder’s intention to effect such transfer. Where
the holding of Certificates represented by the relevant Global Certificate is only transferable in its
entirety, the Certificate issued to the transferee upon transfer of such holding shall be a Global
Certificate. Where transfers are permitted in part, Certificates issued to transferees shall not be Global
Certificates unless the transferee so requests and certifies to the Registrar that it is, or is acting as a
nominee for, Clearstream, Luxembourg, Euroclear and/or an Alternative Clearing System.
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4

Amendment to Conditions

The Global Certificates contain provisions that apply to the Certificates that they represent, some of which
modify the effect of the terms and conditions of the Certificates set out in this Base Prospectus. The
following is a summary of certain of those provisions:

4.1

42

43

4.4

4.5

5

Payments

All payments in respect of Certificates represented by a Global Certificate will be made (against
surrender of that Global Certificate if no further payment falls to be made in respect of the
Certificates) to, or to the order of, the person whose name is entered on the Register at the close of
business on the Clearing System Business Day immediately prior to the date for payment, where
“Clearing System Business Day” means Monday to Friday inclusive except 25 December and
1 January.

A record of each payment made will be noted on the relevant Register (as defined in the Conditions)
which shall be prima facie evidence that such payment has been made in respect of the Certificates.

Meetings

The holder of Certificates represented by a Global Certificate shall (unless such Global Certificate
represents only one Certificate) be treated as being two persons for the purposes of any quorum
requirements of a meeting of Certificateholders. All holders of Certificates are entitled to one vote in
respect of each integral currency unit of the Specified Currency of the Certificates comprising such
Certificateholder’s holding.

Certificateholder Put Right and Change of Control Put Right

Any early dissolution right of the Certificateholders provided for in the Conditions of any Certificates
while such Certificates are represented by a Global Certificate may be exercised by the holder of the
Certificate(s) in accordance with the standard procedures of Euroclear, Clearstream, Luxembourg or
any other clearing system (as the case may be).

Cancellation

Cancellation of any Certificate represented by a Global Certificate that is surrendered for cancellation
(other than upon its redemption in full) will be effected by reduction in the aggregate face amount of
the relevant Series of Certificates in the Register.

Notices

Notices required to be given in respect of the Certificates represented by a Global Certificate may be
given by their being delivered (so long as this Global Certificate is held on behalf of Euroclear and
Clearstream, Luxembourg or any Alternative Clearing System) to Euroclear, Clearstream,
Luxembourg or such Alternative Clearing System, as the case may be, or otherwise to the holder of
the Global Certificate, rather than by publication as required by the Conditions, provided that such
notices must also be given or published in a manner which complies with the rules and regulations of
any listing authority, stock exchange, quotation system or other relevant authority on which the
Certificates are for the time being listed or admitted to trading or quotation. Any such notice shall be
deemed to have been given to the holders of the Certificates on the day on which the said notice was
given to Euroclear and/or Clearstream, Luxembourg and/or such Alternative Clearing System.

Electronic Consent and Written Resolution

While any Global Certificate is held on behalf of, and registered in the name of any nominee for, a clearing
system, then:

®

approval of a resolution proposed by the Trustee or the Delegate (as the case may be) given by way
of electronic consents communicated through the electronic communications systems of the relevant
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(i)

clearing system(s) in accordance with their operating rules and procedures by or on behalf of the
holders of not less than 75 per cent. in nominal amount of the Certificates outstanding (an “Electronic
Consent” as defined in the Master Declaration of Trust) shall, for all purposes (including matters that
would otherwise require a special quorum resolution (as defined in the Master Declaration of Trust),
take effect as an Extraordinary Resolution (as defined in the Master Declaration of Trust) passed at a
meeting of Certificateholders duly convened and held, and shall be binding on all Certificateholders
whether or not they participated in such Electronic Consent; and

where Electronic Consent is not being sought, for the purpose of determining whether a Written
Resolution (as defined in the Master Declaration of Trust) has been validly passed, the Trustee and
the Delegate shall be entitled to rely on consent or instructions given in writing directly to the Trustee
and/or the Delegate, as the case may be, by accountholders in the clearing system with entitlements
to such Global Certificate or, where the accountholders hold any such entitlement on behalf of another
person, on written consent from or written instruction by the person for whom such entitlement is
ultimately beneficially held, whether such beneficiary holds directly with the accountholder or via one
or more intermediaries and provided that, in each case, the Trustee and the Delegate have obtained
commercially reasonable evidence to ascertain the validity of such holding and have taken reasonable
steps to ensure that such holding does not alter following the giving of such consent or instruction and
prior to the effecting of such amendment. Any resolution passed in such manner shall be binding on
all Certificateholders, even if the relevant consent or instruction proves to be defective. As used in this
paragraph, “commercially reasonable evidence” includes any certificate or other document issued
by Euroclear, Clearstream, Luxembourg or any Alternative Clearing System, or issued by an
accountholder of them or an intermediary in a holding chain, in relation to the holding of interests in
the Certificates. Any such certificate or other document shall, in the absence of manifest error, be
conclusive and binding for all purposes. Any such certificate or other document may comprise any
form of statement or print out of electronic records provided by the relevant clearing system
(including Euroclear’s EUCLID or Clearstream, Luxembourg’s CreationOnline system) in
accordance with its usual procedures and in which the accountholder of a particular face amount of
the Certificates is clearly identified together with the amount of such holding. Neither the Trustee nor
the Delegate shall be liable to any person by reason of having accepted as valid or not having rejected
any certificate or other document to such effect purporting to be issued by any such person and
subsequently found to be forged or not authentic.
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FORM OF FINAL TERMS

The form of Final Terms that will be issued in respect of each Series, subject only to the deletion of non-
applicable provisions, is set out below:

Final Terms
[Date]

Mumtalakat Sukuk Holding Company
Issue of [Aggregate Face Amount of Series] [Title of Certificates]

under the U.S.$1,000,000,000 Trust Certificate Issuance Programme

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Terms and Conditions of
the Certificates set forth in the Base Prospectus dated 30 October 2014 [and the supplement(s) to it dated [*]]
which [together]| constitute[s] a base prospectus (the “Base Prospectus”) for the purposes of Directive
2003/71/EC, as amended (which includes the amendments made by Directive 2010/73/EU to the extent that
such amendments have been implemented in a relevant Member State) (the “Prospectus Directive”). This
document constitutes the Final Terms of the Certificates described herein [for the purposes of Article 5.4 of
the Prospectus Directive]' and must be read in conjunction with the Base Prospectus®. Full information on
the Trustee, the Obligor and the offer of the Certificates is only available on the basis of the combination of
these Final Terms and the Base Prospectus. The Base Prospectus [and these Final Terms]? [is/are] available
for viewing in accordance with Article 14 of the Prospectus Directive on the website of the Central Bank of
Ireland (www.centralbank.ie) and during normal business hours at the registered office of the Trustee at the
offices of Maples Corporate Services Limited, P.O. Box 309, Ugland House, Grand Cayman, KY1-1104,
Cayman Islands and copies may be obtained during normal business hours from the registered office of the
Principal Paying Agent at Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB, United
Kingdom.

1 (a)  Issuer and Trustee: Mumtalakat Sukuk Holding Company
(b)  Obligor and Service Agent: Bahrain Mumtalakat Holding Company B.S.C. (c¢)
2 Series Number: []
3 Specified Currency: [°]
4 Aggregate Face Amount of Series: [*]
5 Issue Price: [¢] per cent. of the Aggregate Face Amount
6 (a)  Specified Denominations: []
(b)  Calculation Amount: []

1 To be included only if the Certificates are to be admitted to trading on the regulated market, and listing on the official list, of the
Irish Stock Exchange.

2 To be deleted where the Certificates are neither admitted to trading on a regulated market in the EEA nor offered in the EEA in
circumstances where a prospectus is required to be published under the Prospectus Directive.

3 To be included only if the Certificates are to be admitted to trading on the regulated market, and listing on the official list, of the
Irish Stock Exchange.
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7 (a)  Issue Date: [*]

(b)  Profit Commencement Date: [[*]/Issue Date]
8 Scheduled Dissolution Date: []
9 Profit Basis Fixed Rate Certificates (further particulars specified below)
10 Dissolution Basis: Dissolution at par
11 Put/Call Rights: [Not Applicable]

[Optional Dissolution Right]
[Certificateholder Put Right]
[Change of Control Put Right]
[Obligor Clean Up Call Right]*

12 Status Unsubordinated

13 Date of Trustee’s Board approval [*] and [], respectively
and date of Obligor’s Board
approval for issuance of Certificates:

Provisions relating to profit payable (if any)

14 Periodic Distribution Provisions:

(a)  Profit Rate(s): [¢] per cent. per annum payable [annually/semi-annually/
quarterly/monthly/[*]] in arrear on each Periodic
Distribution Date

(b)  Periodic Distribution Date(s): [¢] in each year up to and including the Scheduled
Dissolution Date, commencing on [¢]

(¢)  Periodic Distribution Period [As per the Conditions]/[[*]]

(d)  Profit Period Date [Periodic Distribution Date]/[[*]]
(e)  Fixed Amount(s): [¢] per Calculation Amount
(f)  Broken Amount(s): [[*] per Calculation Amount, payable on the Periodic

Distribution Date falling [in/on] [*]/Not Applicable]

(g)  Day Count Fraction: [Actual/Actual]
[Actual/Actual — ISDA]
[Actual/365 (Fixed)]
[Actual/365 (Sterling)]
[Actual/360]

[30/360]

[360/360]

[Bond Basis]

[30E/360]

[Eurobond Basis]
[30E/360 (ISDA)]
[Actual/Actual — ICMA]

(h)  Determination Date(s): [[*] in each year/Not Applicable]

4 For Shariah reasons, the Optional Dissolution Right and the Certificateholder Put Right cannot both be specified as applicable in
the applicable Final Terms in respect of any single Series.
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Provisions relating to dissolution
15  Optional Dissolution Right:

(a)  Optional Dissolution
Distribution Amount:

(b)  Optional Dissolution Date(s):

(c)  Notice period:
16  Certificateholder Put Right:

(a)  Dissolution Distribution
Amount:

(b)  Certificate holder Put Right

Date(s):
(c)  Notice period:
17  Change of Control Put Right:

(a)  Dissolution Distribution
Amount:

18  Obligor Clean Up Call Right:

(a)  Dissolution Distribution
Amount:

(b)  Notice period:

19 Dissolution Distribution Amount

following redemption on the

Scheduled Dissolution Date, on any

Early Tax Dissolution Date or
following the occurrence of a
Dissolution Event:

[Applicable/Not Applicable]

[As per Condition 1/[*]/Make-Whole Redemption Amount]’

[*]
[[*]/As per Condition [8(c)]]
[Applicable/Not Applicable]

[As per Condition 1/[¢]]

]

[[*]/As per Condition [8(d)]]
[Applicable/Not Applicable]
[As per Condition 1/[*]]

[Applicable/Not Applicable]

[As per Condition 1/[*]]

[[*]¢/As per Condition [8(f)]]

As per Condition 1

General provisions applicable to the Certificates

20 Form of Certificates:

21 Financial Centre(s) relating to
payment (Condition 9(d)):

Provisions in respect of the Trust Assets
22 Wakala Portfolio on the Issue Date

(a)  Share Percentage:

(b)  Murabaha Percentage:

Registered Certificates: Global Certificate exchangeable for
Certificates in definitive registered form in the limited
circumstances specified in the Global Certificate.

Reg S Compliance Category 2; TEFRA not
applicable.

[Not Applicable/[*]]

[¢] per cent.

[¢] per cent.

5  The Make-Whole Redemption Amount will only be applicable to U.S.$ denominated trades.

6  Such notice being 30 days after the Change of Control Put Date or the Certificateholder Put Right Date, as the case may be.
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23 Trust Assets:

24 (a)  Details of Transaction Account:

(b)  Supplemental Declaration of
Trust

(c)  Supplemental Assignment
Agreement

(d)  [Purchase Order and Letter of
Offer and Acceptance:

Signed on behalf of Mumtalakat Sukuk
Holding Company

By
Duly authorised

Condition [5(a)] applies

Bahrain Mumtalakat Holding Company B.S.C. (c)
Transaction Account No: [¢] with [¢] for Series No.: [¢]

Supplemental Declaration of Trust dated [] between the
Trustee, the Obligor and the Delegate

Supplemental Assignment Agreement dated [¢] between the
Trustee and the Obligor

Purchase Order dated [*] from the Obligor (as “Buyer”) to
the Trustee (as “Seller”) and Letter of Offer and
Acceptance dated [°] from the Seller to the Buyer.]

Signed on behalf of Bahrain Mumtalakat Holding
Company B.S.C. (¢)

By s
Duly authorised
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PART B — OTHER INFORMATION

Listing and Admission to Trading

(a)  Listing and Admission to
trading:

(b)  Estimate of total expenses
related to admission to
trading:

Ratings

Ratings:

[Application has been made by the Trustee (or on its
behalf) to the Irish Stock Exchange plc for the Certificates
to be listed on its Official List and admitted to trading on its
regulated market with effect from [¢].][Application is
expected to be made by the Trustee (or on its behalf) to [¢]
for the Certificates to be listed on [¢] and admitted to
trading on [¢], with effect from [*].][Not Applicable.]

]

The Certificates to be issued [have been/are
expected to be] rated:

[Standard & Poor’s:[]]
[Fitch:[]]

Interests of Natural and Legal Persons involved in the Issue

[Save for any fees payable to the [Managers/Dealer], so far as each of the Trustee and the Obligor is
aware, no person involved in the issue of the Certificates has an interest material to the offer.]

Yield:

Operational Information
(a) ISIN:
(b)  Common Code:

(¢)  Any clearing system(s) other
than Euroclear Bank
S.A./N.V. and Clearstream
Banking, société anonyme
and the relevant identification
number(s):

(d) Names and addresses of
additional Paying Agent(s)
(if any):

(e)  Stabilising Manager(s):

Use of Proceeds

[¢] per cent. per annum

The yield is calculated at the Issue Date on the
basis of the Issue Price. It is not an indication
of future yield.

[*]
[*]
[Not Applicable/give name(s), address(es) and number(s)]

]

The net proceeds from the issue of the Certificates will be applied by the Obligor for [insert

purpose(s)].
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USE OF PROCEEDS

The net proceeds from the issue of each Series of Certificates will be applied by the Trustee pursuant to the
terms of the relevant Transaction Documents (i) towards the purchase from the Obligor of the Share Interests
relating to the Initial Share Portfolio; and (ii) towards the purchase of commodities to be sold to the Obligor,
in each case, as specified in the applicable Final Terms, such assets to form part of the Trust Assets of the
relevant Series.

The purchase price subsequently received by the Obligor in consideration for the transactions entered into
with the Trustee as set out above, including with respect to the proceeds received from the on-sale of the
commodities of the Obligor, will be applied by the Obligor for the purposes stated in the applicable Final
Terms.
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DESCRIPTION OF THE TRUSTEE

The Trustee

The Trustee, an exempted company incorporated in the Cayman Islands with limited liability, was
incorporated on 16 September 2014 under the Companies Law (2013 Revision) of the Cayman Islands with
company registration number 291803. The registered office of the Trustee is at the offices of Maples
Corporate Services Limited, P.O. Box 309, Ugland House, Grand Cayman, KY1-1104 Cayman Islands,
telephone number +1345 949 8066.

The authorised share capital of the Trustee is U.S.$50,000 divided into 50,000 ordinary shares of U.S.$1.00
each, one of which has been issued. All of the issued shares (the “Trustee Shares”) are fully-paid and are
held by Mumtalakat.

The Business of the Trustee

The Trustee has no prior operating history or prior business and will not have any substantial assets or
liabilities other than in connection with the Certificates.

So long as any of the Certificates remain outstanding, the Trustee shall not incur any other indebtedness in
respect of financed, borrowed or raised money whatsoever or engage in any business or activity (other than
acquiring and holding assets in connection with the Certificates, issuing the Certificates and entering into
related agreements and transactions as provided for in the Transaction Documents), or, inter alia, redeem
any of its shares or pay any dividends or make any other distribution to its shareholders, have any
subsidiaries or employees, purchase, own, lease, or otherwise acquire any real property (including office
premises or like facilities), consolidate or merge with any other person or convey or transfer its properties or
assets substantially as an entity to any person (otherwise than as contemplated in the Transaction
Documents) or issue any shares (other than such Trustee Shares as were in issue on the date hereof or as
contemplated in the Transaction Documents).

The Trustee has, and will have, no significant assets other than the sum of U.S.$1.00 representing the issued
and paid-up share capital, such fees (as agreed) payable to it in connection with the issue of the Certificates
and the acquisition of assets in connection with the Certificates, any bank account into which such paid-up
share capital and fees may be deposited and the Trust Assets. Save in respect of fees generated in connection
with the issue of the Certificates any related profits and proceeds of any deposits and investments made from
such fees or from amounts representing the Trustee’s issued and paid-up share capital, the Trustee does not
expect to accumulate any surpluses.

Restrictions on the Offer of the Certificates

No invitation whether directly or indirectly may be made to the public in the Cayman Islands to subscribe
for the Certificates unless or until the Trustee is listed on the Cayman Islands Stock Exchange.

Financial Statements

Since the date of incorporation, no financial statements of the Trustee have been prepared. The Trustee is not
required by Cayman Islands law, and does not intend, to publish audited financial statements or appoint any
auditors.

Directors of the Trustee

The directors of the Trustee are as follows:

Name Principal Occupation

Zulfekar Ali Chief Investment Officer of Mumtalakat
Suha Karzoon Chief Operating Officer of Mumtalakat
Mahmood H. Al Kooheji Chief Executive Officer of Mumtalakat
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The business address of each of the directors is the offices of Bahrain Mumtalakat Holding Company B.S.C.
(c), Arcapita Building, 4th Floor, Building No. 551, Road 4612, Sea Front 346, P.O. Box 820, Bahrain Bay,
Bahrain.

The Trustee’s Articles of Association provide that the board of directors of the Trustee will consist of at least
one director.

There are no potential conflicts of interest between the duties of the directors of the Trustee to the Trustee
and their private interests or other duties.
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OVERVIEW OF BAHRAIN

Location and Population

Bahrain is an archipelago made up of 36 islands with a total land surface area of 760 square kilometres
situated in the Arabian Gulf. The islands are about 24 kilometres from the east coast of Saudi Arabia and
28 kilometres from Qatar. The largest island, Bahrain Island, comprises nearly 91.3 per cent. of the total land
area of Bahrain and is linked to mainland Saudi Arabia by a 25 kilometre causeway. The capital of Bahrain,
Manama, is on Bahrain Island. Bahrain’s other significant islands include the southern archipelago called
Hawar, near the coast of Qatar, Muharraq island (“Muharraq’) (which is Bahrain’s second largest city and
where Bahrain’s international airport and the country’s main port, Khalifa Bin Salman Port at Hidd, are
located) and Sitra (a mainly industrial island). Muharraq and Sitra are connected to Bahrain Island by
causeways.

Source: Survey & Land Registration Bureau, Bahrain

Most of Bahrain is low-lying barren desert, with the highest point being approximately 134 metres above sea
level, although the northern part of the country has been extensively urbanised and cultivated. Average
rainfall in Bahrain is 47 millimetres per annum. Most of Bahrain is surrounded by the relatively shallow part
of the Arabian Gulf known as the Gulf of Bahrain. Bahrain obtains its drinking water from underground
freshwater deposits and, increasingly, from desalinisation plants.
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Bahrain’s last census, in April 2010, recorded a population of 1,234,571, of whom 46 per cent. are Bahraini
nationals, the remainder being principally expatriate workers. According to the 2010 census, approximately
70.2 per cent. of the population are Muslim, with small minorities of Christians, Hindus and Jews also
present. Arabic is the official language, although English is widely used and understood for business
purposes.

The population is highly urbanised, with up to 89 per cent. of the population living in towns and cities.
According to the 2010 census, nearly 31.8 per cent. of the population is under the age of 15. A census is held
in Bahrain every ten years. The annual population growth rate of Bahrain for 2011 was approximately 4.8
per cent., and the population was projected to reach 1,274.8 million inhabitants in 2013. The national
education system is well established (adult literacy is 93.7 per cent. according to the 2010 census). Bahrain’s
life expectancy for men and women is 76 and 80 years, respectively. This is among the highest in the Arabian
Gulf region.

On 13 June 2014, Standard & Poor’s rated Bahrain’s long-term foreign currency sovereign debt BBB
(Stable). On 20 June 2014, Fitch confirmed Bahrain’s long-term foreign currency sovereign debt rating as
BBB (Stable) and confirmed the local currency rating as BBB+ (Stable).

History

The earliest record of Bahrain dates back to the third millennium BC, when it was known as Dilmun. Dilmun
was a successful station for tradesmen in the Arabian Gulf and its thriving community was closely linked to
that in Mesopotamia. Around 600 BC, Bahrain became part of the expanding Babylonian empire, at a time
when the island was known by the Greek name of Tylos. The island became known for its wealth of pearls
and it enjoyed considerable prosperity. In the 7 century AD, Islam was introduced to Bahrain.

The islands changed hands many times in the following centuries. In the mid-18 century, the Al-Khalifa
family arrived from Al Zubara. They, together with their allies, assumed control of the islands and the family
has remained in power ever since (see “Overview of Bahrain — Constitution and Government”). During the
19 century, Bahrain became the British Empire’s political headquarters in the Gulf. Oil was discovered in
Bahrain in 1932 (which coincided with the collapse of Bahrain’s pearl industry). Bahrain was the first
country to discover oil in the region.

On 15 August 1971, Bahrain declared its independence from Britain. Upon independence, the late Sheikh
Isa assumed the position of Emir as Head of State while his brother, Sheikh Khalifa, became Prime Minister.
In 1972, a constituent assembly was formed and, in May 1973, a constitution was published. In December
1973, a 44-person national assembly (the “National Assembly”) was established, comprising of 30 elected
members. The then National Assembly was dissolved in August 1975 following disagreement between the
National Assembly and the Emir. In the early 1990s, political tensions increased despite limited reforms by
the Government including the establishment of a consultative council (the “Consultative Council”).

In 1981, Bahrain, together with Saudi Arabia, the UAE, Qatar, Kuwait and Oman, established the GCC.

When Sheikh Isa died in March 1999, his son Sheikh Hamad bin Isa Al-Khalifa came to power. The new
Emir (as he was previously referred to) embarked on a programme of political reform, released political
prisoners, permitted the return of exiles and eliminated emergency laws and courts. He also introduced a new
national charter, the National Action Charter (the “NAC”), which sought to establish a new national
assembly that was to be part appointed and part elected. It also paved the way for Bahrain to become a
constitutional monarchy and for Sheikh Hamad bin Isa Al-Khalifa to be proclaimed king of Bahrain (the
“King”). The NAC was approved in a national referendum in February 2001, in which 98.4 per cent. of the
voters voted in favour of it. At the same time the state security law, which had been introduced in 1975, was
repealed.

Constitution and Government

Under a new constitution adopted in February 2002 (the “Constitution”) pursuant to the NAC, Bahrain is a
hereditary constitutional monarchy with a democratic system of government. The system of government
rests on a separation of the legislative, executive and judicial authorities. The legislative authority is vested
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in the King and the National Assembly in accordance with the Constitution. Executive authority is vested in
the King together with the Council of Ministers and the ministerial and judicial rulings are issued in his name
in accordance with the provisions of the Constitution. The Constitution also declares the state religion to be
Islam with Islamic Shariah as a principal source for legislation.

Under the Constitution, the King is entitled to appoint the prime minister and other ministers. The King is
the supreme commander of the Bahrain Defence Force and chairs the Higher Judicial Council (which
oversees the judiciary). The King has power to conclude treaties on behalf of Bahrain, and any amendments
to the Constitution require the approval of the King.

The Constitution provides for a National Assembly comprising two chambers: the Consultative Council (the
“Shura Council”) and the chamber of deputies (the “Chamber of Deputies”). Each chamber has 40
members. The members of the Chamber of Deputies are elected in national elections, whereas the members
of the Consultative Council are appointed by the King. Members of the Chamber of Deputies and
Consultative Council each sit for four-year terms.

Legislation is initiated in the Chamber of Deputies and draft laws are considered by the Consultative
Council, which has the power to comment on and suggest alterations to proposed legislation. New laws may
only be passed when approved by both chambers and ratified by the King.

The Chamber of Deputies represents a wide range of political opinion in Bahrain and plays a significant role
in the development of the democratic process. The first election to the Chamber of Deputies was held in
2002, albeit with only moderate participation by some political groups. A second election process was held
in 2006 and a third election process was held in 2010, with both election processes experiencing full and
active participation from all the major political groupings. The next election process for the Chamber of
Deputies is expected to occur in the last quarter of 2014.

The cabinet (“Cabinet”) is appointed by the King. The Cabinet is headed by the Prime Minister, who, at the
date of this Base Prospectus, is His Royal Highness Prince Khalifa bin Salman Al-Khalifa. The Prime
Minister is responsible for much of the day-to-day running of the country. In accordance with the
Constitution, the King’s eldest son, His Royal Highness Prince Salman bin Hamad Al-Khalifa, is the crown
prince (the “Crown Prince”), the First Deputy Prime Minister and commander-in-chief of the Bahrain
Defence Force.

The judiciary is enshrined under the Constitution as an independent and separate branch of the Government.
The Constitution is upheld by a constitutional court, independent of both the executive and legislative
branches. The Minister of Justice oversees the administration of the court system, but does not exercise a
judicial function.

Bahrain has a dual-court system, consisting of civil courts and Shariah courts. The Shariah courts deal only
with personal law matters relating to Muslims such as marriage, divorce and inheritance. These courts do not
have jurisdiction over commercial matters. The civil court system consists of courts of first instance, which
deal with all civil, commercial and criminal matters. The court of appeal hears all appeals and is the highest
appellate authority in the country on issues of facts. The Court of Cassation is the final appellate authority
and decides on issues of law. The Constitutional Court decides on the constitutionality of laws and
regulations enacted by the legislature.

On 1 June 2011, in the aftermath of the February — March 2011 Protests (see “Risk Factors — Political
Consideration relating to Bahrain”), His Majesty, King Hamad bin Isa Al Khalifa announced the launch of
the Dialogue. The purpose of the Dialogue was to provide a forum for Bahraini society, including Bahraini
citizens and expatriates, to present its views and proposals for future reform in Bahrain.

The Dialogue issued 300 invitations to societies and individuals to participate in the dialogue which
commenced on 2 July 2011. The overwhelming majority of these invitations were accepted, and participants
included political societies, civil and non-governmental organisations, expatriate societies and
representatives of many religious groups. A session of the Dialogue was devoted specifically to expatriates’
issues. The Al-Wefaq society (a large Shia-oriented political society which held 18 seats in the Chamber of
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Deputies prior to early 2011) was invited to the Dialogue, but, having submitted their demands, withdrew
from the Dialogue.

The Dialogue ended on 25 July 2011 and its recommendations were collated into a report. Legislative
reforms to the political system recommended by the Dialogue include increased parliamentary scrutiny over
the Government and enabling the Prime Minister to select his Government, subject to the approval of the
elected parliament. The elected parliament will also be granted greater legislative and monitoring powers.
New measures are intended to ensure non-sectarianism in all civil and political organisations and oversight
of funding of political societies. The Dialogue would also introduce economic reforms, including faster
implementation of Vision 2030, the creation of independent authorities to assess the quality of government
services and implementation of management policies and financial transparency (governance) in ministries
and institutions, in line with international standards, and establishment of mechanisms to manage the
expenditure of government institutions. Societal reforms to be introduced from the Dialogue include
implementation of youth programmes, a national strategy for NGOs (including corporate social
responsibility programmes) and better implementation of legislation on security and peace. Additional
Dialogue reforms include formation of the Supreme Judiciary Council by appointment rather than election,
judicial training on human rights issues, laws protecting the freedom of expression and assembly and
initiatives to improve foreign workers’ rights, including establishing a minimum wage. The Council of
Ministers (the collective decision-making body of the Government, comprising all Government ministers)
formed a ministerial sub-committee to oversee the implementation programme. On 3 October 2011, the
ministerial sub-committee presented its report to His Royal Highness, Prime Minister Prince Khalifa bin
Salman Al Khalifa. The proposed constitutional changes were then sent to parliament and were approved by
the parliament on 30 April 2012.

His Majesty, King Hamad bin Isa Al Khalifa, ratified the constitutional changes on 3 May 2012. The
amendments provide for:

. Increased powers of the parliament: in particular by granting it enhanced democratic scrutiny over the
Government.
. Parliamentary approval of new Governments: the constitution has been amended so that a new

Government will need to secure the approval of the democratically elected parliament.

. Elected Chamber to preside over the National Assembly: responsibility for presiding over the National
Assembly has been transferred from the Chairman of the Shura Council to the Chairman of the
Council of Representatives.

. Greater legislative and monitoring powers for the Elected Chamber: ministers will be required to be
answerable to appointed representatives.

. Measures to create more efficient law-making procedures: these measures will help address and
overcome delays in ratification, and gaps in implementation, of legislation.

The BICI was established on 29 June 2011 pursuant to Royal Order No 28 of 2011. The BICI was developed
in consultation with the Office of the UN High Commissioner for Human Rights and was commended by
the UN Secretary General, Amnesty International together with the UK and U.S. governments.

The BICI has been asked to determine whether the events of the February — March 2011 protests (and
thereafter) involved violations of international human rights law and norms and to make the
recommendations that it deems appropriate.

Professor Mahmoud Cherif Bassiouni, an expert in international criminal and human rights law, heads the
BICI. The BICI was granted access to government officials, records and facilities, as well as the right to
conduct confidential interviews with any complainant or witness. The Commission’s 500-page report,
published on 23 November 2011, contained a detailed narrative regarding the events that had taken place and
presented a series of recommendations involving comprehensive, structural reform and a process of national
reconciliation. The Government pledged to implement in full the BICI recommendations in their entirety.
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To this end, and implementing the very first BICI recommendation, a high-level National Commission was
set up, chaired by the speaker of the upper house of parliament and including independent representatives
from across Bahraini society, to monitor and oversee the Government’s progress in implementing the BICI
recommendations.

On 20 March 2012, this National Commission presented its report on the implementation of the BICI
recommendations. The report found that the Government had made substantial progress towards fully
implementing the BICI recommendations, with the most important issues already addressed and clear
procedures in place to complete those recommendations that remain outstanding. Since March 2012, the
Government has continued to follow these procedures. (See “Risk Factor — Political Considerations relating
to Bahrain™).

The second round of the Dialogue commenced on 10 February 2013. It represented the continuation of the
Dialogue from July 2011 aimed at building on the achievements of the previous Dialogue in order to achieve
further national consensus. Since establishment, the participants met on a weekly basis. The agenda for the
second round of the Dialogue focused on political outcomes and increasing the powers of the National
Assembly. Due to the withdrawal of the Coalition of Six Societies, the remaining participants suspended the
Dialogue sessions and agreed to resume the Dialogue when the Coalition of Six Societies decide to return to
the Dialogue.

Vision 2030

In October 2008, the Government developed Vision 2030, with the ultimate aim of at least doubling the
disposable income of every Bahraini household from the 2008 level by 2030. Vision 2030’s objective is to
shift Bahrain’s economy from an oil-driven economy to a globally competitive economy fuelled by private
enterprise and predominantly based on high productivity sectors, including finance, services, logistics,
tourism and industry. The economic vision sets out the aspirations for Bahrain’s economy, government and
society in accordance with the guiding principles of sustainability, competitiveness and fairness. The key
priority areas of Vision 2030 are taken into account during each budget process and the Government
continues to implement its objectives. In March 2012, His Royal Highness the Crown Prince was appointed
as the First Deputy Prime Minister, and is supporting His Royal Highness the Prime Minister’s efforts to
ensure the efficiency and effectiveness of the Government’s performance, which will underpin its activities
undertaken to achieve its economic vision.

Bahrain has implemented educational reforms to help ensure that the population develops the skills
necessary to implement Vision 2030 objectives. These include the establishment of the Bahrain Teachers’
College and the creation of the National Authority for Qualification and Quality Assurance Authority of
Education and Training (“NAQQAAET”) in 2008. The QAA has been tasked with reviewing and publicly
reporting on the quality of education and training institutions with a view to raising standards of education
and training in Bahrain. The NAQQAAET has published reports on the quality of educational and vocational
institutions, covering private and public schools, universities and vocational courses. NAQQAAET has also
reviewed individual degree courses provided by universities. The reports present the outcomes of the reviews
of the institutions that have been evaluated by the NAQQAAET. They are based on the most important
findings of the review units’ visits to schools, vocational providers and higher education institutions. The
reports highlight each institution’s strengths and areas for improvement, together with recommendations for
development. This is in line with the NAQQAAET’s remit to independently evaluate educational and training
establishments as part of Bahrain’s education reform programme and Vision 2030.

Furthermore, during 2011 and 2012, the Economic Development Board (“EDB”) worked on the
development of secondary technical and vocational paths with the establishment of a specialised technical
college, as well as collaborating with the University of Bahrain and the Bahrain Training Institute on plans
to enhance institutional development. In 2013, Bahrain was ranked 43 out of 148 countries worldwide
(compared to 35 out of 144 countries in 2012) for its overall global competitiveness ranking in the World
Economic Forum’s Global Competitiveness Report 2013/2014.

Bahrain is also in the process of implementing the Business Licensing Integrated System (“BLIS”), the first
phase of which was completed in March 2011. The aim of the BLIS is to simplify the process of business
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registration, streamline licensing requirements and ensure full transparency of procedures and co-ordination
between all relevant organisations. The BLIS project is currently in phase 2, which involves implementing
new streamlined procedures for commercial registration and licences, and launching the BLIS electronic
portal to fully automate the commercial registration and licensing process for 15 pre-selected business
licences.

Furthermore, to improve access to international markets and empower the Micro, Small and Medium
Enterprises (“MSMEs”) sector in Bahrain, the EDB is working closely with the Bahrain Development Bank,
Tamkeen, the Ministry of Industry and Commerce and the Bahrain Chamber of Commerce and Industry to
establish an Export Development Centre (“EDC”) with the objective of assisting Bahrain’s MSMEs to
become successful exporters. The EDC will advise businesses on export opportunities for their products and
provide training in export procedures.

The Government is currently drafting a medium-term national development strategy (the “National
Development Strategy”) that aligns the objectives of Vision 2030 with the anticipated available financial
resources for the period from 2015 to 2018. The National Development Strategy, once finalised, will be used
as the basis for the next Government programme.
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ECONOMY OF BAHRAIN

Bahrain enjoys a strong and diverse economy. Unlike many of its Gulf neighbours, Bahrain has moved to
diversify its economy away from a dependence on oil. Although oil continues to play an important part in
Bahrain’s economy, Bahrain also has an increasingly important financial services industry (acting as a
financial centre for the MENA region). Manufacturing, oil refining, aluminium production and tourism are
also significant contributors to its GDP.

The EDB, established in mid-2000, is the apex organisation for spearheading economic development in
Bahrain. It is currently targeting the following eight sectors for development: information technology;
business services; healthcare; financial services; tourism; logistics; high-tech manufacturing; and education
(see “Economy of Bahrain — Foreign Direct Investment and Privatisation”).

Bahrain benefits from a strong infrastructure which has been developed by the Government since the 1970s
through continued public capital investment (being U.S.$683.2 million in 2011, U.S.$905.6 million in 2012,
U.S.$669.4 million in 2013 and an estimated U.S.$512.2 million in 2014). The decrease in capital
expenditure in 2013 and the budgeted capital expenditure in 2014 was due to a planned reduction in capital
spending on the housing projects compared to previous years. A number of major projects have been
identified and approved by the Government including major housing projects amounting to U.S.$2.2 billion,
electricity and water projects amounting to U.S.$1.1 billion, roads & sewerage projects amounting to
U.S.$0.9 billion, airport improvement project amounting to U.S.$0.8 billion, and a number of other projects
focussing on education, health, social development, youth, sports and industry which will be funded by the
grants received from the GCC Development Fund (see “Public Finance — Government budget”) and under
the memoranda of understanding entered into with the governments of Saudi Arabia, Kuwait and the UAE.
Expenditures relating to projects funded by these grants are not recorded in the budget as capital expenditure.
The funds will be received from the GCC Development Fund (see “Public Finance — Government budget”),
the Saudi Fund for Development (acting on behalf of the Saudi Government) (the “Saudi Fund”), the
Kuwait Fund for Arab Economic Development (acting on behalf of the Kuwait Government) (the “Kuwait
Fund”) and the Abu Dhabi Fund for Development (acting on behalf of the UAE Government) (the “Abu
Dhabi Fund”). Details of the amounts to be provided by these entities are set out in “Public Finance —
Government budget”.

The services sector has benefited from Bahrain’s strong transport infrastructure, its deep water harbour at
Hidd, which replaced the old harbour at Mina Salman in December 2009, and the international airport in
Muharraq. Bahrain has a growing tourism industry with several large-scale tourist developments under
construction or recently finished, including The Lost Paradise of Dilmun water park and the indoor-outdoor
Wahoo Water Park (see “Economy of Bahrain — Other Services — Tourism”).

Bahrain also has a high quality modern telecommunications system, currently operated by Batelco, Zain
Bahrain B.S.C. (C) (“Zain”) and Saudi Telecommunications Company (“STC”) through its “Viva”
operations, see “Economy of Bahrain — Other Services — Telecommunications”.

Gross Domestic Product

In recent years, the financial services sector has been the single largest non-oil contributor to Bahrain’s GDP,
reflecting the importance of trade and finance to the domestic economy.

In 2011, the financial services sector contributed 17.1 per cent. to Bahrain’s real GDP, while manufacturing,
mining and quarrying (including oil and gas), government services, transport and other communications and
real estate and business activities contributed 14.7 per cent., 22.1 per cent., 11.7 per cent., 6.8 per cent. and
5.7 per cent. of GDP, respectively.

In 2012, the financial services sector contributed 17.1 per cent. to Bahrain’s real GDP, while manufacturing,
mining and quarrying (including oil and gas), Government services, transport and other communications and
real estate and business activities contributed 15.5 per cent., 19.6 per cent., 12.1 per cent., 7.0 per cent. and
5.7 per cent. of GDP, respectively.
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In 2013, the financial services sector contributed 16.7 per cent. to Bahrain’s real GDP, while manufacturing,
mining and quarrying (including oil and gas), government services, transport and communications and real
estate and business activities contributed 14.5 per cent., 21.3 per cent., 12.8 per cent., 6.9 per cent. and
5.5 per cent. of real GDP, respectively.

A table setting out the principal sectors of the economy is provided in “Principal Sectors of the Economy”
below.

Direct Government consumption constituted approximately 17.0 per cent. of GDP in 2013, an increase from
16.9 per cent. of GDP in 2012 (a 0.1 per cent. increase from 2012). Government consumption also affects
private consumption since the Government is the country’s major employer and promoter of capital projects.
Government consumption has dramatically increased over the last decade from approximately U.S.$265.96
million in early 2000, to U.S.$4,864.4 million in 2013. Investment itself is affected by the oil sector with
gross fixed capital formation and stock building being affected by periods of fluctuating oil prices.

The following table sets out the GDP of Bahrain for the periods indicated both as a total and on a per capita
basis, and both in current prices and constant 2010 prices for the periods indicated:

2011 2012 2013
Total:
At current prices (U.S.$ millions)M........cccveevrevveerievineriennnn. 29.157.4 30,576.4 32,897.9
At constant 2010 prices (U.S.$ millions)®..........ccecvevevennnnenn 26,1934 27,195.5 28,647.1
Percentage change over previous period:
AL CUITENE PIICES c.utieiitieiieeieeeieeeite et ee et esiteesiteebeeebeeseeeeaees 13.4 4.1 7.0
At constant 2010 PriCes......ceviriirerrieriierieneenieeteneeneeseeeene 1.9 34 5.3
Per capita:
At current prices (U.S.$)D ...coiiiiieieieiieeeeeeeeeee e 24,399.1 25,084.8 26,767.3
At constant 2010 prices (U.S.$)M ..cvviriivineniiineicreene 21,918.8 22,180.6 23,308.5
Note:

(1) Assuming a population of 1,195,020 in 2011 and 2012, and 1,229,033 in 2013.

Source: Central Informatics Organisation

The following table sets out GDP in current prices (using the expenditure approach) and in percentage terms
for the periods indicated:

2011 2012 2013
(US.$ (US.$ (US.$
millions) (%) millions) (%) millions) (%)
Private consumption ..........ccceceeuene 10,988.6 37.7 11,686.2 38.0 13,266.5 40.3
Government consumption 3,655.6 12.5 47,48.4 15.4 5,129.5 15.6
Gross fixed capital formation.......... 5,154.5 17.7 59,65.2 194 5,121.5 15.6
Change in stocks®.........cccevvevenenne 131.4 0.5 222.9 0.7 368.9 1.1
Exports of goods & services .......... 22,945.5 78.7 22,853.2 74.3 24,228.2 73.6
Imports of goods & services .......... 13,884.3 47.6 14,719.4 479 15,216.8 46.3
Change in exports/imports.............. 9,061.2 31.1 8,133.8 26.4 9,011.4 27.4
GDP ..o 29,157.4 30,756.4 32,897.9

Note:

(1) Including net errors and omissions.

Source: Central Informatics Organisation
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The following table sets out the growth in real GDP in percentage terms (by expenditure approach) based on
constant 2010 prices for the periods indicated:

2011 2012 2013

(US.$ (US.$ (US.$
millions) (%) millions) (%) millions) (%)
Private consumption ..........ccceceeuene 10,966.7 419 11,418.1 42.0 11,726.9 40.9
Government consumption............... 3,599.9 13.7 4,594.4 16.9 4,864.4 17.0
Gross investment ...........cceeeeveeennenn. 4,890.9 18.7 5,537.8 20.4 4,778.2 16.7
Change in stocksM........ccecveeneee. 173.5 0.7 -31.6 0.4 220.7 0.8
Exports of goods & services .......... 17,721.9 67.7 17,100.5 62.9 18,616.8 65.0
Imports of goods & services .......... 11,162.0 42.6 11,423.7 42.0 11,560.1 40.4

26,193.4 27,195.5 28,647.1

Note:

(1) Including net errors and omissions.

Source: Central Informatics Organisation

Principal Sectors of the Economy

The table below sets out Bahrain’s GDP by economic activity based on constant 2010 prices and by
percentage contribution for the periods indicated:

2010 2011 2012 2013@
(US.$ (US.$ (US.$ (US.$
millions) (%)  millions) (%)  millions) (%)  millions) (%)

Non-financial corporations............. 18,025.1 70.1 18,161.4 69.3 18,421.8 67.7 19,647.4 68.6
Agriculture and fishing.... . 76.5 0.3 77.8 0.3 79.4 0.3 80.7 0.3
Mining and quarrying®.................. 5,584.5 21.7 5,777.3 22.1 5,307.1 19.5 6,094.4 21.3
(1) Crude petroleum and natural gas 5,429.5 21.1 5,624.8 21.5 5,147.2 18.9 5,936.9 20.7
(1) QUAITYING ..evevenvveviiicienciienene 155 0.6 152.5 0.6 159.9 0.6 157.4 0.5
Manufacturing ...... 3,723.9 14.5 3,839.8 14.7 4,018.9 14.8 4,146.9 14.5
Electricity and water. 342.2 1.3 352.2 1.3 372.6 14 381.5 1.3
Construction.......... . 1,914.3 7.4 1,770.1 6.8 1,835.6 6.7 1,885.3 6.6
Trade ......ccoovevververennne . 1,201.9 4.7 1,179.8 4.5 1,252.2 4.6 1,272.8 44
Hotels and restaurants .................... 693.1 2.7 573.8 2.2 637.8 2.3 673.5 24
Transport and communications ...... 1,721.0 6.7 1,774.6 6.8 1,907.2 7.0 1,966.5 6.9
Social and personal services........... 1,176.3 4.6 1,321.0 5.0 1,469.9 5.4 1,567.6 5.5
Real estate and business activities.. 1,591.5 6.2 1,494.9 5.7 1,540.9 5.7 1,578.1 5.5
Financial corporations .................... 4,511.5 17.5 4,482.6 17.1 4,675.7 17.2 4,781.7 16.7
Financial institutions ....... 1,204.2 4.7 1,254.8 4.8 1,321.5 49 1,361.8 4.8
Offshore financial institutions . 2,020.5 7.9 1,913.1 73 1,946.1 72 1,960.9 6.8
Insurance.........cceeveeeveeennnns . 1,286.8 5.0 1,314.7 5.0 1,408.1 5.2 1,459.1 5.1
Government Services .......... . 2,697.7 10.5 3,066.2 11.7 3,569.0 13.1 3,679.2 12.8
Government education services...... 618.9 2.4 646.0 2.5 702.4 2.6 776.0 2.7
Government health services ........... 339.9 1.3 3554 1.4 522.3 1.9 530.3 1.9
Other Government services............. 1,738.9 6.8 2,064.8 7.9 2,344.3 8.6 2,372.8 8.3
Private non-profit institutions

serving households ............c.c.c... 9 0.0 10.4 0.0 11.1 0.0 12.6 0.0
Households with employed

PEISOMNS et 201.4 0.8 208.6 0.8 220.5 0.8 227.5 0.8
GDP producer prices . 25,444.7 99.0 25,929.2 99.0 26,898.1 98.9 28,348.5 99.0
Import duties. ........eeevereeeeininuenne. 268.6 1.0 264.2 1.0 297.4 1.1 298.6 1.0
GDP ..o 25,713.3 100.0 26,193.4 100.0 27,195.5 100.0 28,647.1 100.0

Notes:
(1) Mining and quarrying comprises (i) crude petroleum and natural gas; and (ii) quarrying.
(2) Provisional data.

Source: Central Informatics Organisation
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The following paragraphs provide a brief description of the principal sectors of the economy based on
percentage contribution for the relevant periods.

Mining

QOil

Bahrain has the lowest oil reserves of all of the GCC countries, with an average crude oil production of
42,510 barrels per day (“bpd”) as at 31 December 2011, 42,510 bpd as at 31 December 2012 and 47,887
bpd as at 31 December 2013 from its only onshore oilfield, Awali. Bahrain has authorised two companies,
PTT Exploration and Production Company Limited (part of the PTT Thailand group of companies) and
Occidental of Bahrain Ltd. (“Occidental”), to carry out exploration and production of new offshore fields.
Bahrain has also signed a U.S.$1.2 billion deal with Occidental and MDC Oil and Gas (Bahrain Field) LLC
(“Mubadala”) to increase production from its existing onshore field. Bahrain also exports crude oil from the
Abu Saafa oilfield which is located on its border with Saudi Arabia. Under a treaty signed with Saudi Arabia
in 1958, Bahrain is entitled to receive 50 per cent. of the output from this field. Bahrain’s share in the
production at Abu Saafa amounted to around 147,771 bpd in 2011, 127,666 bpd in 2012 and 149,708 bpd in
2013. The decreased production in 2012 compared to 2011 was caused by an unplanned shutdown of
facilities following the breakage of some submerged pipes. This issue has now been resolved and production
resumed to the previous levels. Bahrain also processes about 273,870 bpd of crude oil for Saudi Arabia at its
refinery at Sitra (see “Economy of Bahrain — Mining — Oil — Refining”). Bahrain’s crude oil production
for the four quarters of 2013 was 4.1, 4.3, 4.6 and 4.5 million barrels, respectively.

In November 2009, Occidental, Mubadala, The Oil and Gas Holding Company B.S.C. (¢) (“nogaholding”)
(together the “Joint Venture Partners”) and the National Oil and Gas Authority of Bahrain (“NOGA”)
announced the creation of a new state-owned joint operating company, Tatweer Petroleum-Bahrain Field
Development Company WLL (“Tatweer Petroleum”). Tatweer Petroleum operates under a Development
and Production Sharing Agreement signed in April 2009 by the Joint Venture Partners and NOGA, approved
by the Bahraini parliament in May 2009 and ratified by His Majesty, King Hamad bin Isa Al Khalifa. Tatweer
Petroleum’ is responsible for all of Bahrain’s onshore domestic field activities including operation of the
Awali field and the Khuff gas reservoir. Tatweer Petroleum’s production and development activities are well
under way with its team largely comprised of individuals from the state-owned Bapco, together with
employees from both Occidental and Mubadala. The company also continues to hire additional local
employees. As an example of the increased level of activity in the Bahrain field, Tatweer Petroleum drilled
a total of 193 wells in 2013, which has increased the total number of oil wells at Awali oilfield to 645, and
is on target to drill in excess of 140 additional new oil wells in 2014.

Tatweer Petroleum’s strategic aim is to increase the production of oil from the onshore field. Tatweer
Petroleum increased crude oil production from 2010’s daily average of 31,900 bpd to production levels of
47,887 bpd in 2013, where actual production in 2013 was higher than the 2013 forecast daily average of
47,500 bpd. The increase in production in 2012 and 2013 has largely been achieved by the use of tertiary
production techniques. The significant drilling and work over activity now taking place will ensure that
production continues to increase steadily.

Tatweer Petroleum has continued to focus on developing its production capabilities at the Awali oilfield and
improving production efficiency through new facilities and automated systems, with improvements such as:

. the launch of an enhanced oil recovery (“EOR”) pilot programme, with new technologies being
introduced at the Awali oilfield such as water flooding and steam injection, and commencement of
eight separate EOR pilot programmes;

. the construction of new strategic projects to enhance the efficiency and productivity of field
operations, including the new Mauddud light oil steam flood project, expansion of the Mauddud water
flood project, two new tank batteries, many new pipelines and 15 new well manifolds;

. the installation of a new fibre optic network, connecting all major production facilities; and
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. the completion of an independent power distribution system comprised of three substations, with the
capacity to import up to 140 megawatts of power from the Electricity and Water Authority’s national
power grid.

The new Tatweer Petroleum headquarters building was completed in July 2014. A new central control facility
is also being constructed, adjacent to the headquarters building.

Bapco manages and distributes gas from Bahrain’s main gas field, the Khuff gas reservoir, to end-user
customers and manages and operates the Sitra oil refinery. The table below sets out the cumulative annual
daily crude oil produced by Bahrain:

2010 2011 2012 2013

(bpd)
Crude oil from Awali ......c..cccovvvreeinieeeinieenns 31,876 42,510 45,289 47,887
Crude oil from Abu Saafa...........c.ocoeeen.. 149,974 147,771 127,666 149708
Crude oil from Saudi Arabia............c........... 234,679 217,160 219,027 215,297
Total ..o 416,529 407,441 391,982 412,892

Source: National Oil and Gas Authority

Bahrain has been in talks with Saudi Arabian Oil Company (“Saudi Aramco”) over plans to proceed with
the construction of a new pipeline measuring 71 miles in length between Bahrain and Saudi Arabia, which
is expected to result in increased capacity and efficiency as compared to the existing pipeline. The design
discussions regarding the size, capacity and route of the pipeline have been finalised, and the front end
engineering is virtually complete. The project, expected to cost approximately U.S.$350 million,
commenced at the end of 2009, and the pipeline is expected to be commissioned in early 2017. Bahrain has
appointed the MTQ Group to provide oilfield equipment and engineering services in connection with this
project.

The pipeline, which is expected to carry around 350,000 bpd of crude oil between Bahrain and Saudi Arabia
(with a maximum of 400,000 bpd), will replace the existing pipeline that carries 230,000 bpd. Bahrain plans
to steadily increase its own oil production over the next 20 years. The pipeline is a key pre-requisite for the
Bapco Modernisation Programme (see “Economy of Bahrain — Mining — Oil — Refining”).

Refining

Bahrain has an oil refinery at Sitra which has a capacity in excess of 250,000 bpd and operates at levels close
to capacity. The principal products currently produced at the refinery, in terms of volume, are gas and fuel
oil, jet fuel, diesel, naphtha and gasoline. Bapco has commissioned major new plants under the Bapco
Modernisation Programme designed to reduce the sulphur content of the middle distillates to enable it to
meet current environmental standards and the requirements of its principal customers. The low sulphur diesel
complex was completed in June 2007 and a refinery gas desulphurisation plant was completed and has been
in operation since January 2009.

Bapco is working on a modernisation programme with the aim of increasing its refining capacity by a third
and significantly improving its product mix, which is expected to occur over a period of five years and is
estimated to cost in excess of U.S.$4.5 billion (the “Bapco Modernisation Programme”).
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The table below provides details of activities in relation to Bahrain’s oil refining industry for the periods
indicated:

2010 2011 2012 2013

(bpd)
Refined oil production ..........cccceeeeveereennenne. 272,226 263,086 276,239 273,870
Local sales of refined products.................... 25,989 24,074 25,743 26,888
EXPOItS™) .o 234,529 226,107 236,600 238,858

Note:
(1) Includes exports by Bapco.

Source: National Oil and Gas Authority

Gas

Although Bahrain’s gas reserves are relatively small, total gas production (comprising natural gas from the
Khuff reservoir and the associated gas production) has gradually increased over the years, from 393.0 billion
cubic feet in 1998 to 556.6 billion cubic feet in 2010, and then decreased to 552.1 billion cubic feet in 2011
and 542.5 billion cubic feet in 2012, and then increased to 679.5 billion cubic feet in 2013. Gas production
for the four quarters of 2013 was 149.5, 169.6, 192.7 and 167.6 billion cubic feet respectively. Natural gas
production from the Khuff reservoir has increased over the years, from 393.0 billion cubic feet in 1998 to
447.6 billion cubic feet in 2010, and then decreased to 392.4 billion cubic feet in 2011, and then increased
to 438.5 billion cubic feet in 2012 and 481.6 billion cubic feet in 2013.

Gas is sold directly to Bapco’s principal domestic consumers: Alba (which accounted for 28 per cent., 27 per
cent. and 20 per cent. of total gas utilisation in 2011, 2012 and 2013, respectively), followed by Bahrain’s
power stations, Gulf Petrochemical Industries Company (“GPIC”) (which accounted for 8 per cent., 10 per
cent., 9 per cent., and 7 per cent. of total gas utilisation in 2010, 2011, 2012 and 2013, respectively), and the
Sitra refinery (which accounted for 10 per cent., 10 per cent., 11 per cent., and 9 per cent. of total gas
utilisation in 2010, 2011, 2012 and 2013, respectively). The other principal use of the natural gas produced
from the Khuff reservoir was for oil field injection which accounted for 15 per cent., 15 per cent., 15 per
cent., and 24 per cent. of total gas utilisation in 2010, 2011, 2012 and 2013, respectively.

Bapco successfully completed the drilling of three gas wells as part of a major U.S.$100 million Government
programme to boost natural gas production in Bahrain by an additional 500 million cubic feet per day. The
Government aims to increase the production capacity of the Khuff gas reservoir to 2.4 billion cubic feet per
day by 2024. The programme, which involves drilling a total of eight new deep gas wells in the Khuff gas
reservoir, aims to meet Bahrain’s growing demand for natural gas for power generation and local industries.
In addition to the eight new wells, the programme also includes the work over of five previously-drilled wells
at the same reservoir. The Khuff gas drilling programme started in early 2009. The first well (No. 866) was
drilled to a vertical depth of 10,550 feet into the Khuff reservoir. The second well (No. 869) was the first
directional gas well drilled in Bahrain to a measured depth of 12,325 feet into the pre-Khuff formation. The
third well (No. 868) was drilled and completed to a vertical depth of 12,100 feet into the pre-Khuff
formation. During 2010, Tatweer Petroleum drilled three Khuff gas wells (Nos. 867, 871 and 873) and one
gas well (No. 872) during March 2011. Gas wells are not drilled unless they are necessary to meet both the
average demand and the peak demand for gas which occurs in the summer.

The increase in gas production is due to the new technique used for drilling the new wells, which is an
improvement on the drilling method used for some of the existing wells in that some were directionally
drilled, maximising contact by exposing added reservoir over the same thickness which, in turn, increases
production from the same well-bore. Additionally, all wells are equipped with seven-inch diameter
production tubes which should enhance the production capacity of these wells compared to previous wells
equipped with five-inch production tubing.

Gas, which is produced with crude oil, i.e. associated gas, is sold to the Bahrain National Gas Company
(“Banagas”). Banagas produces liquefied propane and butane for export, and naphtha which is pipelined to
the refinery. Residue gas from Banagas subsequently enters the national gas system at a pressure lower than
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Khuff gas and is sold to local customers who can accommodate the lower pressure. The Government aims
to increase its production volume of associated gas in connection with its strategic aim to increase its oil
production.

Further, the Government aims to increase the amount of liquefied natural gas available by importing from
abroad through the implementation of its Liquefied Natural Gas Supply Project (the “LNG Supply
Project”). The LNG Supply Project is currently still under review, but it is currently anticipated that it will
involve the deployment of a floating storage and regasification facility and the importation of liquefied
natural gas from a number of exporters worldwide. The LNG Supply Project is currently in its final
evaluation and configuration determination phase. The selection of the preferred strategic partner is currently
in process and the design and construction phase of the LNG Supply Project is currently anticipated to
commence in the fourth quarter of 2013.

Manufacturing

The discovery of oil in the early 1930s was the spur for industrialisation in Bahrain. The principal
manufacturing facilities in Bahrain are an aluminium smelter operated by Alba, an oil refinery operated by
Bapco at Sitra and the petrochemicals complex operated by GPIC. Other areas of manufacturing include ship
repair, iron palletising facilities, light engineering facilities, and textile production.

Aluminium

The Alba aluminium smelter, with a capacity of 912,000 tonnes per year, is one of the largest aluminium
smelters in the world. The Alba aluminium smelter is the world’s fourth largest producer of aluminium by
individual smelter capacity. Alba is state-owned on a majority holding basis with 69.4 per cent. of its share
capital held through Mumtalakat and 20.6 per cent. of its share capital held by Saudi Basics Industries
Corporation (“SABIC”). In November 2010, Mumtalakat conducted a global offering of a portion of its
ordinary shares in Alba. Alba’s ordinary shares are listed on the Bahrain Bourse and global depositary
receipts representing such shares are listed on the London Stock Exchange under the symbol “ALBH”.
Alba’s global depositary receipts were listed on the London Stock Exchange on 30 November 2010 (see
“Public Finance — Revenue — Alba”).

Bahrain’s largest non-oil export is aluminium, which is smelted at the Alba aluminium smelter, estimated by
the CBB to account for 11.3 per cent. of total exports and 44.6 per cent. of all non-oil exports in 2010, 9.4
per cent. of total exports and 44.6 per cent. of total non-oil exports in 2011, 10.1 per cent. of total exports
and 43.7 per cent. of total non-oil exports in 2012 and 10.8 per cent. of total exports and 40.2 per cent. of
total non-oil exports in 2013.

At the start of 2002, Alba drew up a broad-based business plan, which can be broken down into three separate
but interrelated parts: (i) a strategic plan to ensure the efficient operation of the smelter; (ii) a marketing plan
to ensure a sustainable and secure revenue stream from existing and new markets and products; and (iii) new
business development initiatives, such as acquiring broad-based assets or developing business partners, to
ensure opportunities for expanding Alba’s business. The strategic plan identifies five key performance areas
that should be focused on: safety, people, environment, cost and productivity.

In line with the strategic plan, Alba has diversified its customer base by exporting aluminium to Asia, Europe
and across the MENA region.

There are a number of other aluminium-based industries in Bahrain, including plants which produce
approximately 165,000 tonnes per year of rolled products, 180,000 tonnes per year of aluminium cables, and
25,000 tonnes per year of extruded aluminium products.

In addition, a coke-calcinating plant operated by Alba with a capacity of 550,000 tonnes per year began
production in January 2002. The majority of its production is used by Alba and the balance is exported. Alba
previously imported coke from the United States and Argentina.
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Petrochemicals

GPIC, which is a joint venture between the Government (which has a 33.3 per cent. share in the company
through nogaholding), SABIC and Petrochemical Industries Inc. of Kuwait, established a petrochemicals
complex at Sitra in 1985. The plant includes production capability of 1,200 tonnes per day of methanol and
ammonia and 1,700 tonnes per day of urea. In 1995, a sulphur derivatives plant was commissioned by
National Chemical Industries Corporation. This plant has a capacity of 9,000 tonnes per year of sodium
sulphite and 6,000 tonnes per year of metabisulphite and uses feedstock from the refinery operated by Bapco.

Financial Services

Bahrain has become one of the major financial centres in the MENA region. It benefited significantly when
financial institutions left Lebanon during the 1975-1990 civil war, and its success is due, in part, to its
geographical location between the east and west time zones and its proximity to Kuwait and Saudi Arabia.
Financial services remained the largest non-oil component of the real economy, accounting for
approximately 17.1 per cent. in 2011, 17.2 per cent. in 2012, and 16.7 per cent. in 2013.

Pursuant to Vision 2030, Bahrain continues to develop a diverse economy by placing an emphasis on
attracting commercial and investment banks, Islamic banks and other financial firms to the area. Its exchange
rate is pegged to the U.S. dollar and has remained at the same level for more than 20 years.

The CBB is the sole banking regulator in Bahrain. Established in 2006 as a successor to the Bahrain
Monetary Agency (“BMA”), the CBB performs the role of financial agent to the Government, a role which
principally entails advising the Government in relation to financial matters generally, as well as
administering Government debt. More specifically, the main functions of the CBB are to arrange and
implement the issuance of currency; to maintain monetary stability; and to supervise and construct the
regulatory framework applicable to financial institutions. The CBB is not directly accountable to parliament
and is independent of the Government but is accountable to the Minister of Finance. There are seven
members of the board of directors of the CBB, including an independent chairman, each of whom is
appointed by royal decree. The governor of the CBB serves for a five-year term (the current governor was
reappointed in January 2010).

The Bahraini legal system is seen as a sound system for settling disputes and there has been a relaxation of
ownership rules, with certain activities now being permitted to be undertaken by 100 per cent. foreign-owned
Bahraini entities and/or entirely foreign firms.

In a move aimed at attracting more foreign investors and reinforcing Bahrain’s status as a “commercial hub”
for the region, a new independent arbitration centre for commercial disputes was unveiled in January 2010.
The Bahrain Chamber of Dispute Resolution (the “Chamber”), which is a joint initiative between Bahrain’s
Ministry of Justice and the New York-based American Arbitration Association, will act as arbitrator between
parties that voluntarily present their grievances and agree to accept its ruling as a final and binding
resolution.

The Chamber has been developed as a means by which parties to a dispute can avoid the delays and
uncertainty arising from using national courts. It has the authority to arbitrate cases where the claim is for
more than BD500,000 and involves an international party or a party licensed by the CBB. Its rulings are not
subject to challenge in Bahrain once they are handed down, but the parties involved can still seek alternative
legal redress through foreign courts where local law permits such a legal challenge and the parties involved
opt to do so.

The Chamber, which costs between BD2.5 million and BD3 million per year to run, is intended to serve
regional needs in the GCC, Iraq, Yemen, and Iran, and also to review cases from other parts of the world.
Disputes arising after 4 January 2010 can be heard by the Chamber.

The Bahrain Financial Trust Law 2006 has broadened the range of specialised services that can be offered
by financial institutions in Bahrain. It provides opportunities for companies and individuals to hold both
conventional and Islamic assets situated anywhere in the world for employees’ or their spouses’ benefit.
Recently, the CBB has approved the first Real Estate Investment Trust to be established in Bahrain. The
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Bahrain Financial Trusts Law 2006 provides the basis for the legal recognition of financial trusts established
in accordance with the requirements of that law. Amongst other things, the trustee must be licensed by the
CBB. The CBB operates a secure Trust Registry Office relating to trusts established under the Bahrain
Financial Trusts Law 2006.

The English law concept of “trust” however, is not widely recognised by the courts of Bahrain. Furthermore,
any judicial consideration by the Bahraini courts of any application to enforce a decision of a foreign court
as to the legal and beneficial ownership of property (including rights in respect of securities) in Bahrain
which is the subject of a trust is unknown. Unless a trust is created which meets the requirements of the
Bahrain Financial Trusts Law 2006, it is not clear whether or not any trust created under any other method
will be enforceable in Bahrain.

The table below sets out the annual aggregate balance sheet of all banking institutions in Bahrain
(conventional and Islamic).

At 31 December

As at May
2010 2011 2012 2013 2014
(U.S.$ millions)

Wholesale Banks
ASSOLS v 156,724.8 129,736.2 114,610.7 116,685.7 112,354.0
Domestic ......coeeeevveeennnenn. 10,967.0 10,068.7 7,879.9 7,490.5 7,347.6
Foreign .......ccoocvevevecienienen. 145,757.8 119,667.5 106,730.8 109,195.2 105,006.4
Liabilities ............cccuuu...... 156,724.8 129,736.2 114,610.7 116,685.7 112,354.0
Domestic ......cooevuvveeeeeeennnns 15,398.0 12,826.6 11,359.0 10,207.7 9,859.9
Foreign .......cccooveevieennnnne. 141,326.8 116,909.6 103,251.7 106,478.0 102,494.1
Retail Banks
ASSCLS v, 65,452.9 67,380.9 71,711.7 75,313.6 79,121.8
Domestic ......coeeeeevveeennnnn. 34,859.6 37,385.6 40,372.9 41,233.2 40,750.3
Foreign .......cccooveenieennennn. 30,593.4 29,995.2 31,338.8 34,080.3 38,371.5
Liabilities ............ccouuu...... 65,452.9 67,380.9 71,711.7 75,313.6 79,121.8
DomestiC ......coeevvveeeeeeeennns 35,439.9 37,390.7 39,889.1 40,290.2 40,888.3
Foreign .......cccooeeevieennnnne. 30,013.0 29,990.2 31,822.6 35,023.4 38,233.5
Total...........oooovvnneiiiiinn, 222,177.7 197,117.1 186,322.4 191,999.3 191,475.8
Source: CBB

As at 31 December 2010, 2011, 2012 and 2013 total deposits were U.S.$19,994.4 million, U.S.$20,566.2
million, U.S.$21,392.0 million and U.S.$23,133.0 million, respectively, and increased to U.S.$23,846.8
million as at 30 June 2014.

The structure of the banking industry in Bahrain is currently as follows:

Conventional Banks

Retail Banks

Retail banks include domestic banks, which hold most of the assets of this category and foreign banks as
well as six Islamic banks. As at 31 December 2010, there were 30 retail banks, of which six were Islamic
retail banks. As at 31 December 2011, there were 30 retail banks, of which six were Islamic retail banks. As
at 31 December 2012, there were 29 retail banks, of which six were Islamic retail banks. As at 31 December
2013, there were 28 retail banks, of which six were Islamic retail banks. As at 31 July 2014, there were 28
retail banks, of which 6 were Islamic retail banks.

Wholesale Banks

Wholesale banks comprise locally-incorporated banks and branches of foreign commercial and investment
banks which use Bahrain as a base. Locally-incorporated wholesale banks are subject to the capital or cash
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reserve requirements of the CBB and, in the case of branches of overseas banks, may operate with significant
tax benefits with regard to their home jurisdiction. Wholesale banks pay the CBB an annual licence fee and
under specific conditions and limitations may accept deposits from residents of Bahrain. Wholesale banks,
including wholesale Islamic banks, are the most important sector in Bahrain’s financial services industry. As
at 31 December 2010, 2011, 2012 and 2013 and 31 July 2014, there were 77, 76, 74, 76 and 76 wholesale
banks in Bahrain, respectively, of which 21, 20, 20, 18 and 18, respectively were wholesale Islamic banks.

Islamic Banks

Bahrain is increasingly involved in the rapidly expanding Islamic banking business and hosts the industry’s
global oversight body, the Accounting and Auditing Organisation for Islamic Institutions, as well as the
Islamic Rating Agency and the International Islamic Financial Market. This banking sector was created in
Bahrain in 1978 with the establishment of the Bahrain Islamic Bank and expanded in the 1980s with the
issue of four banking licences to Islamic banks. Eight further banking licences were issued to Islamic banks
in the 1990s.

As at 31 December 2010, there were a total of 29 Islamic licences, of which six were retail banks, 21 were
wholesale banks and two were representative offices. As at 31 December 2011, there were a total of 29
Islamic licences, of which six were retail banks, 20 were wholesale banks, and three were representative
offices. As at 31 December 2012, there were a total of 27 Islamic licenses, of which six were retail banks,
20 were wholesale banks, and one representative office. As at 31 December 2013 and 31 July 2014, there
were a total of 25 Islamic licenses, of which 6 were retail banks, 18 were wholesale banks, and one
representative office.

Bahrain also has an established insurance sector and a stock exchange, both of which are regulated by the
CBB. The Bahrain Bourse (formerly known as the Bahrain Stock Exchange) commenced operations in June
1987; and in late 2010 by the Royal Decree No. (60) of 2010 was established as a shareholding company
and renamed the Bahrain Bourse (“BHB”). As at 30 June 2014, the Bahrain Bourse had 47 Bahraini firms
listed with a total market capitalisation of U.S.$21.6 billion (compared to 49 Bahraini firms listed with a total
market capitalisation of U.S.$16.6 billion as at 31 December 2011, 47 Bahraini firms listed with a total
market capitalisation of U.S.$15.6 billion as at 31 December 2012 and 47 Bahraini firms listed with a total
market capitalisation of U.S.$18.5 billion as at 31 December 2013). In addition, currently five overseas firms
are also listed on the exchange as a result of cross-listing arrangements with other exchanges.

Other Services

Tourism

Saudi nationals are the principal tourists to Bahrain with the causeway linking the two countries facilitating
this movement. In 2010 and in the first half of 2011, the most recent periods for which data is available,
9,528,214 and 3,021,630 tourists, respectively, arrived in Bahrain via the causeway. Bahrain aims to continue
being a destination of choice, particularly for Saudi tourists travelling to Bahrain for retail shopping and
weekend breaks. It is anticipated that such tourism from Saudi Arabia will continue to increase, as will the
growth in the number of foreign visitors to Bahrain for business travel, despite considerable competition
from Dubai for tourists from the west. In order to accommodate tourists and foreign visitors to Bahrain,
Bahrain had approximately 105 hotels in 2013, of which 13 were considered five star.

Bahrain and Qatar have agreed to build a 40 kilometre toll-operated causeway called the Qatar Bahrain
Friendship Bridge (linking both countries). It is anticipated that completion of the project will result in a
growth in the number of tourists and business travellers to Bahrain.

Foreign Trade

Bahrain has signed several significant international trade agreements, including agreements with Malaysia
and Thailand. Bahrain also concluded a Free Trade Agreement with the United States in 2004, a first for a
GCC country. As a block, the GCC is working on trade agreements with the EU and other countries such as
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Japan, India and China. The GCC also signed a free trade agreement with Singapore which came into force
in September 2013. Bahrain is also working to boost trade with Japan, one of Bahrain’s top trade partners.

Bahrain is one of the members of the GCC common market (as described in more detail in “Economy of
Bahrain — Common Market”).

The GCC has a uniform 5 per cent. import tax rate (with some exemptions and a special tax for tobacco of
100 per cent. and alcohol of 100 per cent.). Bahrain exports to the GCC are exempt from tax and are therefore
more competitive than from other non-GCC countries (with no free trade agreements).

Bahrain trades heavily with the GCC, in particular with Saudi Arabia. Of total Bahraini non-oil goods
exports in 2008, 52 per cent. were to the GCC and of total imports of non-oil goods, 15 per cent. were from
the GCC. Bahrain also imports about BD2.8 billion of oil (in 2011 prices) annually from Saudi Arabia.

The GCC tax agreement has also been particularly appealing for those foreign investors whose main market
is the GCC but who prefer Bahrain’s business and social environment. These companies make employment
contributions to Bahrain in addition to their export contributions.

Telecommunications

Bahrain also has a high quality modern telecommunications system, currently operated by Batelco, Zain and
STC through its “Viva” operations. Batelco, a listed entity on the Bahrain Bourse, is 77.23 per cent. owned
by the Government through Mumtalakat and the Social Insurance Organisation (“SIO”) (formerly the
General Organisation for Social Insurance and the Pension Fund Commission (which merged in February
2008)).

Mumtalakat and SIO directly own shares in Batelco of 36.67 per cent. and 20.56 per cent. respectively. In
addition, Mumtalakat and SIO own 20.0 per cent of shares in Batelco through Amber Holding Company
(“Amber”). Amber itself is a 100 per cent. subsidiary of Hawar Holding Company, which is owned by
Mumtalakat (33.33 per cent) and SIO (66.67 per cent). Batelco shares are traded on the Bahrain Bourse. Zain
began operations in December 2003 following the implementation of the law passed on 5 November 2002
permitting competition in the telecommunications sector.

Viva became the third mobile operator in Bahrain and commenced commercial operations in February 2010.
Viva will provide competition for the incumbent mobile operators, Batelco and Zain. STC Group is one of
the leading telecommunications groups in the MENA region with more than 160 million subscribers to its
service worldwide through nine countries.

The Telecommunications Regulatory Authority (“TRA”) was established by Legislative Decree No. (48) of
2002 promulgating the Telecommunications Law. The TRA is an independent body and its duties and powers
include protecting the interests of subscribers and users of telecommunication services, and promoting
effective and fair competition among established and new licensed operators. The TRA’s vision is to develop
Bahrain as the region’s most modern communications hub and to facilitate the development of the market.
Its mission is to protect the interests of subscribers and users of telecommunications services and maintain
effective and fair competition between established and new entrants to the telecommunications market of
Bahrain. Two “National Communications” plans, each one lasting three years, set out strategies for the future
of the telecommunications sector in Bahrain. The first National Communication plan, signed in 2003, set out
the liberalisation objectives, the short term role of the TRA, licensing strategies aimed at a de facto
monopoly, the establishment of the Bahrain Internet Exchange (“BIX”), the Government’s role as
shareholder and the corporate governance of Batelco. The second National Communication plan, signed in
2008, set out the overall objectives of Government policy for the telecommunications sector, an initiative to
help provide better service, continuing to develop the potential of competition, creating the right climate for
investors, enhancing the use of the internet and broadband amongst all users and developing the regulatory
environment to take account of convergence.
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Common Market

On 1 January 2008, the six GCC countries declared the creation of a common market in the GCC region.
Bahrain, Saudi Arabia, Qatar and Kuwait approved a monetary union pact in December 2009. As a
consequence of the monetary union pact, a GCC Monetary Council (the “GCC MC”) was established in
Riyadh, holding its inaugural meeting in March 2010. At this meeting, H.E. Mohammed Al-Jasser (former
Chairman of the Saudi Arabian Monetary Agency) was elected as chairman for a term of one year with H.E.
Rasheed Al Maraj (governor of CBB) as vice chairman. In 2014, H.E. Sheikh Abdullah S. Al-Thani,
governor of Qatar Central Bank, was elected chairman, and H.E. Dr Mohammad Y. Al-Hashel, governor of
the Central Bank of Kuwait, was elected vice chairman. The GCC MC'’s primary strategic aim is to provide
the foundation, and act as a precursor institution, for the establishment of a GCC Central Bank (the “GCC
CB”). The GCC MC set itself the primary task of consulting with GCC member countries in order to draft
the legal and organisational framework that will underpin the GCC CB. The board of directors of the GCC
MC met six times a year in each of 2010, 2011, 2012 and 2013, and has held four meetings to date in 2014.
Preparation for the development and implementation of a proposed GCC single currency will be the
responsibility of the GCC CB. No timeline for the implementation of a GCC single currency has yet been
set.

Inflation

The CBB maintains the Bahraini dinar’s peg against the U.S. Dollar, which has provided price stability over
the years, and as a result managed to keep inflation relatively stable. As Bahrain has no significant domestic
production, its inflation (as measured by the Consumer Price Index) has been mainly affected by the cost of
imports. Until 2008, Bahrain recorded moderate consumer price increases in the range of 3 per cent. to 4 per
cent. However, during the years 2009, 2010 and 2011, consumer prices decelerated, particularly in 2011,
where a deflation rate of 0.4 per cent. was recorded. This was mainly due to a reduction in consumer
spending. In 2012 and 2013, there was a reversal of the deflationary trend seen over the preceding three years
and consumer prices grew to 2.8 per cent. and 3.3 per cent., respectively.

The table below shows the CPI and inflation for each of the four years listed below:

2010 2011 2012 2013
Consumer price index (CPI)
(2006=100) ....c.0eeecreeeriecreeeieeee e 112.1 111.6 114.7 118.5
Inflation (per cent.) ....c.ccceevceeeriieniienieeene 2.0 0.4) 2.8 33

Source: Central Informatics Organisation

In 2010 there was a further slowdown in consumer prices as the CPI increased by 2.2 per cent. to 112.1
recording an inflation rate of 2.0 per cent. This decrease in the rate of inflation in 2010 was again a result of
the decrease in commodity and food prices as well as a general fall in the price of rents. In 2011, the CPI
decreased by 0.4 per cent. to 111.6 recording a negative inflation rate of 0.4 per cent. This decrease in the
rate of inflation in 2011 was due to a decrease in consumer spending. In 2012, the CPI increased by 2.8 per
cent. to 114.7 due to renewed consumer and investor confidence. In 2013, the CPI increased by 3.3 per cent.
to 118.5 due to increases in the prices of “housing, water, electricity gas, and other fuels” by 8.7 per cent.
and “furnishings, household equipment, and routine household maintenance” by 7.1 per cent.

The CPI for Bahrain includes 11 broad categories of consumer goods that are representative of consumption

9 ¢

patterns in the economy. These components are: “food and non-alcoholic beverages”, “alcoholic beverages,
tobacco”, “clothing and footwear”, “housing, water, electricity, gas, and other fuels”, “furnishing, household
equipment and routine household maintenance”, “heath care services”, “transport, communication”,
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“recreation and culture”, “education”, “restaurants” and “miscellaneous goods and services”.

Inflation data is collected and calculated on a monthly basis by the Central Informatics Organisation.
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The table below shows the consumer price index during each month in the period 1 January 2014 to 30 June
2014 and inflation when comparing the CPI in each of those months to the corresponding months in the
previous year:

January February March April May June
2014 2014 2014 2014 2014 2014

Consumer price index (CPI)
(2006=100) 120.2 120.9 120.9 120.1 120.1 121.7
Year on year charge (per cent.) ...... 33 3.7 2.3 1.9 1.9 3.1

Source: Central Informatics Organisation

The main contribution to the year-on-year CPI fluctuation for the 12 month period ended on 30 June 2014
compared to the 12 month period ended on 30 June 2013 was an increase in the prices of “housing, water,
electricity, gas, and other fuels” by 5.6 per cent., “miscellaneous goods and services” by 5.2 per cent., and
“education” by 5 per cent.

Wages

The Labour Market Regulatory Authority (the “LMRA”) has developed a database of wage information
(relating to Bahraini nationals only) based on International Labour Organisation (“ILO”) best practices and
standards. There is no official minimum wage level in Bahrain although the concept has been debated in the
past by the LMRA. The Ministry of Labour recommends that a Bahraini employee’s minimum wage should
be no less than BD250 per month.

The table below sets out median monthly wage rates for Bahraini nationals working in the public and private
sector for the periods indicated:

Q1
2012 2013 2014
(U.S.$)
PUDLIC SECLOT ....eeviieiiiiieiieieeeee et 1,758.0 1,720.7 1,752.7
Private SECTOT .....eiiiiiiiieiieiie e 933.5 970.7 997.3
(percentage change)®

PUDIIC SECLOT ...cuiiieiiieciieeee ettt 0.2) 2.1 2.7)
Private SECLOT ...civuiiiiiiieieeieeeeeeee et 3.5 4.0 2.5

Note:

(1) Percentage change reflects year-on-year comparison of wage levels.

Source: LMRA, Bahrain

In 2012 and 2013, there was a decrease of 0.2 per cent. and 2.1 per cent., respectively, in the median monthly
wages in the public sector, whereas there was an increase of 3.5 per cent. and 4.0 per cent., respectively, in
the median wages in the private sector.

Employment

Bahrain has a high proportion of non-Bahrainis amongst its working population (76.7 per cent. in 2010,
77.1 per cent. in 2011, 76.9 per cent. in 2012, 77.1 per cent. in 2013, and 76.8 per cent. in the first quarter
of 2014). The Government has sought to implement a policy in recent years of increasing the number of
Bahraini nationals in employment, principally through specialised training. A number of different training
programmes are offered in the financial services, hotel trade and technical fields and, more recently, in the
retail trade area. The employment of Bahraini nationals who have completed these types of training courses
is encouraged by the Government. The Government has also implemented a policy of restricting certain
sectors of employment to Bahraini nationals exclusively. These sectors include truck drivers, machinery
operators and unskilled workers in Government ministries.
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The unemployment rate among Bahraini nationals which, according to the 2001 census was 12.1 per cent.,
has declined rapidly due to focused Government reforms. In 2006, the Government launched an ambitious
labour market reform programme based on four pillars: the National Employment Project (“NEP”), the
LMRA, the Labour Fund and the Unemployment Insurance Programme. The reform programme seeks to
stimulate investment and technological change, as well as education and training of the Bahraini labour
force. Since the launch of the programme, unemployment has been reduced from 15.0 per cent. in 2005 to
just under 4.3 per cent. in 2013.

In accordance with Vision 2030, the Government aims to ensure that all residents and citizens are treated
equally under the law and in accordance with human rights including ensuring equal access to services and
support for adequate job training. In addition, the Government aims to create a level playing field in the job
market for Bahrainis through immigration reform and the revision of labour laws. In implementing this
vision, the Government, through the Ministry of Labour, issued a decision in April 2009 to abolish the
sponsorship system for foreign employees which restricted employees from transferring into new jobs
without their employer’s approval. The decision, which came into effect in August 2009, allows foreign
employees to transfer from one job to another independent of their sponsors, and lifts all restrictions that
were previously applicable to employees under the sponsorship programme.

The Government issued a new labour law pursuant to legislative decree No. (36) of 2012 dated 12 August
2012 (the “New Labour Law”). The New Labour Law is meant to complement the provisions of Labour
Law No. 23 of 1976 and is aimed at increasing worker protections in a manner consistent with ILO guidance.
In case of a contradiction between the provisions of the New Labour Law and Labour Law No. 23 of 1976,
the provisions of the New Labour Law prevail.

Among other amendments, the New Labour Law provides that all domestic workers are required to be
employed under contractual terms in line with all private sector employees and has increased annual,
maternity and sick leave entitlements. Employees will now also be entitled to compensation for any delays
in payment. Fines will be imposed on employers who fail to comply with the provisions of the New Labour
Law.

Foreign Direct Investment and Privatisation

Bahrain benefits from a number of characteristics which enhance its reputation as a favourable business
environment. The country generally has had a long and stable economic and political history. In 2013,
75.4 per cent. of its banking sector employees were Bahraini nationals (demonstrating a lack of reliance on
the need to attract foreign expatriate workers from abroad). The price of conducting business in Bahrain is
relatively low when compared to other countries in the MENA region. There are also significant and
established wholesale banking, insurance and reinsurance and fund management industries (including
industries ancillary to these, such as audit firms) and an efficient and robust legal and regulatory framework
which has set in place a single legal framework maintained by the CBB which acts in a dual role as Bahrain’s
sole banking regulator and Bahrain’s Central Bank.

The table below sets out Bahrain’s foreign direct investment for the periods indicated:

2010 2011® 2012M 2013®
(U.S.$ millions)
Direct Investment (N€t) .........ccceeeevveeeeineeens (7,271.3) (7,158.5) (7,127.4) (7,063.8)
ADroad..........ooovviiiiiiiiiie e, 7,882.7 8,776.3 9,698.7 10,751.1
In Bahrain.........ccoocoeeeiiiiiieciieciec e, 15,154.0 15,934.8 16,826.1 17,814.9

Note:

(1) Provisional Data

Source: Central Informatics Organisation

Bahrain’s net international investment position, comprised of Bahrain’s outstanding international assets and
liabilities, amounted to U.S.$25.2 billion at the end of 2013, compared to U.S.$20.4 billion and U.S.$22.6
billion at the end of 2011 and 2012, respectively.
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Foreign Direct Investment

The EDB was established by decree in March 2002 to promote foreign direct investment in Bahrain in order
to further diversify the economy. The EDB is an independent public sector organisation constituted under its
own law which is headed by the Crown Prince and consists of seven ministers and seven prominent business
leaders. In recent years, the principal source of foreign direct investment has been reinvested earnings by
Bahrain’s significant offshore banking sector.

The EDB has identified eight key economic areas in which it intends to promote foreign direct investment.
These are information technology; business services; education; tourism; healthcare; logistics; high tech
manufacturing; and financial services.

Privatisation

In 2002, the Government passed a privatisation law which, among other matters, established procedures for
determining privatisation policy, identified the sectors to be targeted for privatisation and detailed the use of
privatisation proceeds. The total proceeds raised from privatisations in Bahrain between 1989 and 2000 were
less than U.S.$79.8 million. Since then, privatisations have accelerated, and during 2006 and 2007 Hidd
Power plant was privatised, generating U.S.$738 million. In 2007, the Seef Mall privatisation generated
U.S.$72 million for the Government. Private power capacity has increased significantly following the
establishment of the private Al Ezzel 950 plus megawatt power and 90 metre gallons per day (“gpd’”) water
plant which began commercial production in April 2006.

As set out in Vision 2030, privatisation remains a priority for the Government and includes a focus on
deregulation in order to encourage private investment in schools, hospitals and other public services. Over
the last two decades, a considerable share of Bahrain’s growth has been driven by the public sector. Local
Bahraini employees have tended to be provided with employment opportunities within the public sector;
however, in light of the gradual decline of oil reserves, the Government’s strategy is, by 2030, to move away
from public sector employment and provide opportunities through the private sector.

Accordingly, the Government has announced that privatisation will take centre stage as the private sector will
remain the focus for economic growth. This is part of the Government’s strategy to make the private sector
the key area for Bahrain’s economic growth.

In 2008, a power water production agreement was signed for a 1200 megawatt electricity generation and 100
million gpd water production facility. The first stage of the facility, capable of producing 400 MW of
electricity, was commissioned in June 2010. Commercial production at the facility commenced in the first
quarter of 2012. Currently, 48 million gallons of water are produced at this plant, and the second stage of the
power plant has also been commissioned. As a result, 90 per cent. of electricity and water are currently
produced by the private sector. As the demand for electricity and water continues to grow, it is intended that
new private water and electricity plants will be developed. The Government is also encouraging private
sector investment in various sectors such as utilities, education and healthcare and has privatised its public
transport system.

In November 2010, Mumtalakat conducted a global offering of a portion of its ordinary shares in Alba. The
ordinary shares are listed on the Bahrain Bourse and global depositary receipts representing such shares are
listed on the London Stock Exchange.

The King Hamad University Hospital is managed by the Bahrain Defence Force (unlike other Government
hospitals which are managed by the Government) and among its functional roles, the 312-bed hospital
located in Muharraq will be used as a teaching hospital for the adjacent, privately run medical university. The
hospital opened in late 2011. Similarly, an agreement to build a fully private waste to energy plant with a
capacity of 390,000 tons of waste was signed on 24 June 2010. This plant is to be located in the Askar area
and is expected to be operational by the end of 2014. This plant is expected to process 390,000 tons of solid
waste through an incinerator and to produce 25 MW of power.
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PUBLIC FINANCE

The 2013/2014 Government budget has been approved. The relevant Decree (Decree No (17) for 2013),
which authorised the total state revenue and expenditure for the fiscal years 2013 and 2014, was issued on
3 July 2013. In the 2013/2014 budget, total revenue is budgeted at U.S.$7,422 million for 2013 and
U.S.$7,429 million for 2014, total expenditure is budgeted at U.S.$9,639 million for 2013 and U.S.$9,861
million for 2014 and the budget deficit is budgeted at U.S.$2,216 million for 2013 and U.S.$2,432 million
for 2014.

The 2015/2016 budget is under preparation and focuses on many of the same themes as the 2013/2014
budget, such as the stimulation of economic growth through assistance from the GCC Development Fund,
the control over the level of Government expenditure, the stimulation of growth in key economic sectors, the
prioritisation of Government projects relating to housing and investment, the development of a policy for the
management of Government subsidies, a focus on improving the Government’s administrative and financial
discipline, the creation of job opportunities and maintenance of a low level of unemployment, focus on
vocational training, addressing educational needs to meet market demand and the maximisation of optimal
use of natural and financial resources.

Government budget

Bahrain prepares budgets on a biennial basis, taking into account the key priority areas of Vision 2030 during
each budgeting process. For more information on this economic strategy, see “Overview of Bahrain — Vision
2030”. The most recently published budget related to the financial year 2011/2012 which was approved by
the National Assembly and published on 1 June 2011. The budget is built around a two-year cycle, but
separate budgets are prepared for each calendar year. The financial year commences on 1 January and ends
on 31 December.

Bahrain’s budget is not consolidated. Local authorities are funded by transfers from the Government budget
to cover any shortfall in their own budgets. Local authorities are not permitted to borrow funds in their own
name. The social security system is excluded from the scope of the budget, though it is consolidated in the
Government Finance Statistics (“GFS”) published by the International Monetary Fund.

Bahrain’s budget is presented on a cash basis.

The following table summarises the execution of the Government budget for the periods indicated:

2010 2011 2012 2013
Actual Actual Actual Actual
(U.S.$ millions)
Revenues..........ccccoovvvvvviiiiiiiiiiiiiiiiieeeee, 5,786 7,504 8,070 7,829
Oil and @as ...ccoveeeeieeiieieeie e 4,926 6,593 7,036 6,915
Taxation and fees ..........ccceeveeevirieeecveeeennnenn. 476 448.6 579 595
Other NON-0il........ccoevuviiiiiiiieiiiieeeciee e, 384 462.4 455 318
Expenditure .............c..ocoeeviiiiiiiiiiiee, 7,009 7,588 8,673 8,920
Recurrent expenditure ..........cccceeeveeeneennenne 4,968 6,415 6,712 7,652
Projects expenditure Armed & development 2,041 1,172 1,960 1,268
Surplus/(deficit)......cceeeveeverierieiiieieeieeieene, (1,223) (83) (602) (1,091)
Transfer to reserve for sovereign and
strategic projects & roll over .................... 834 797 736 720

Source: Ministry of Finance

In the 2013/2014 budget, the budget deficit was budgeted at U.S.$2,216 million for 2013 (compared to the
actual deficit of U.S.$1,091 million) and U.S.$2,432 million for 2014, recurrent expenditure was budgeted
at U.S.$8,119 million in 2013 (compared to the actual recurrent expenditure of U.S.$7,652 million) and
U.S.$8,396 million in 2014, and project expenditure was budgeted at U.S.$1,520 million in 2013 (compared
to the actual project expenditure of U.S.$1,268 million) and U.S.$1,465 million in 2014. The 2013/2014
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budget was based on an average oil price of U.S.$90 per barrel, compared to the actual average oil price of
U.S.$103 per barrel in 2013.

In March 2011, the Foreign Ministers of the GCC announced the establishment of the GCC Development
Fund, which will provide grants that will be distributed evenly between Bahrain and Oman, with each
country receiving U.S.$10 billion to be distributed over a ten-year period. The GCC Development Fund
proceeds are expected to be utilised towards the achievement of Vision 2030’s developmental goals. For
more information on this economic strategy, see “Overview of Bahrain — Vision 2030 .

In June 2011, the GCC discussed the options and mechanism for managing the GCC Development Fund and
the proposed utilisation by the donee states. In response, Bahrain has identified specific priority projects to
be financed through the GCC Development Fund, in the following priority sectors:

o housing;

o infrastructure;

o electricity and water;

o education;

o health;

. social development; and
. youth programmes.

The Government has entered into individual project agreements with the Saudi Fund for the contribution of
funds to projects as set out below:

Amount
(U.S.$ millions)
Type of Project
HOUSING PIOJECLS ..ottt ettt ettt et e bt e et e et e esabeesabeenbeeebeesabeeans 200
EdUCAtION PIrOJECES . .cuutieiiieiieetie ettt ettt ettt et et e sttt ette et eeeabe e s et e e sateesbeeenbeeenseesaseesanean 85
Roads & SEWETAZE PIOJECES ...cvveiiiiiiiiiiieiieieeie ettt ettt sttt ettt st ettt et st e b e b 136
Water TranSmiSSION PIOJECT.....c.evueruiriiririieiieiieteieterteste ettt ettt et st bt e ese e eneaenesaesneas 27

TOCAL ...ttt ettt e e e e e e e e e e e e e e e e e e e e e e e e e e e —————————————_ 448

The Government has entered into a framework agreement and individual project agreements with the Kuwait
Fund for the contribution of funds to projects as set out below:

Amount
(U.S.$ millions)
Type of Project
HOUSING PIOJECLS ..ottt ettt s e bt e bt e e bt e e bt e sabeesabeebeeebeesabeeaas 890
EIECHIICILY PIOJECES ..cuvviutieuiieiiieiteste ettt ettt ettt ettt st sb ettt st b e sb e et s e sbeenbe e 940
ROAAS PIOJECES ...ttt ettt e sttt e et e e tte e beeeabeesabeesnteesaeeeseeenseesnbeesareas 274
Social DeveloOPmENt PrOJECES .......cuecueiiriiriiriiiiieiieiieieteee ettt ettt e 23
TOLAL ...t e e e e e e e e e ——— e e e e e e e —aaeeeeea—raaeeeaaaaes 2,127

The Government has signed a memorandum of understanding with the Abu Dhabi Fund regarding the use of
U.S.$2,500 million of available funds. The individual project agreements will be signed in due course.
Currently, discussions on projects of value up to U.S.$1,500 million are being finalised.

The GCC Development Fund will be in addition to the project budget allocations, shown above, that are
recommended for 2014.
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Revenue

Total revenues for the year ended 31 December 2010 increased to U.S.$5,786 million, compared to
U.S.$4,543 million for the year ended 31 December 2009. Total revenues for the year ended 31 December
2011 increased to U.S.$7,505 million, compared to U.S.$5,786 million for the year ended 31 December
2010. Total revenues for the year ended 31 December 2012 increased to U.S.$8,070 million, compared to
U.S.$7,505 million for the year ended 31 December 2011. Total revenues for the year ended 31 December
2013 decreased to U.S.$7,829 million, compared to U.S.$8,070 million for the year ended 31 December
2012. In the 2013/2014 budget, the Government budgeted for total revenues of U.S.$7,423 million in 2013.

The table below sets out a breakdown of Government revenues for the periods indicated:

2010 2011 2012 2013 2013
Actual Actual Actual Actual Budgeted®
(U.S.$ millions)

Oil and gas ....cccccevevveruennene 4,926 6,593 7,036 6,915 6,401
Taxation and fees .............. 476 448 579.2 595 527
Government goods and
SEIVICES .eveeuvreenieeeneeeenreenenens 138 107 120 140 138
Government investment
and properties.........c.o.eve.. 52 41 40 47 198
GIrants ......coceeeeeeeevennennenne 76 266 150 0 100
Fines, penalties and misc .. 117 48 143 131 59
Sale of capital assets......... 1 1 2 1 1
Total.........ccooviiieen 5,786 7,505 8,070 7,829 7,423
Note:

(1) As provided in the Government’s adjusted budget for fiscal years 2013/2014.

Source: Ministry of Finance

The principal source of revenue for the last five years has been, and is expected to be in 2014, the oil and
gas industry, which is highly dependent on world oil prices. In 2010, 2011, 2012 and 2013, revenues from
the oil industry represented 85 per cent., 87.8 per cent., 87.2 per cent. and 88.3 per cent., respectively, of total
revenue.

In 2010, 2011, 2012 and 2013, taxation and fees revenue represented 8.2 per cent., 5.9 per cent., 7.2 per cent.
and 7.6 per cent., respectively, of total revenue.

Other significant sources of revenue include visa fees, residence permits, car licences, company registration
fees and fees for employment permits.

Revenue from Government goods and services (the other significant non-oil contributor to total revenue)
principally comprise port charges, airport taxes and airspace use fees.

Revenue from Government investments and properties principally comprise dividends earned on the
Government’s shareholdings, as well as grants (being amounts paid annually to Bahrain by other GCC
countries). The Government’s major domestic shareholdings as at 31 March 2014 were its 100 per cent.
shareholding in each of its holding companies, Mumtalakat and nogaholding.
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Recurrent Expenditure

The following table shows the structure of the Government recurrent expenditure budget for the years
indicated:

2010 2011 2012 2013
Actual Actual Actual Actual
(U.S.$ millions)

MANPOWET ..ottt 2,308.7 2,673 3,202 3,459
SEIVICES .ooiiiiiiieieeee e 347.2 453 489 561
Consumables ..........ceeveeeeiiiiiiiiiiiiiiieieeeeeeeen, 211.9 249 293 349
YNy £ 554 81 82 82
MaINLENANCE ... 118.1 157 162 177
TransSters.......oeeeeeeeiieeeeeeeeeeeee e, 1,407.9 1,688 1,547 1,848
Grants, subsidies and payment..................... 518.8 1,115 938 1,177
Total ... 4,967.9 6,415 6,712 7,652

Source: Ministry of Finance

Recurrent expenditure on manpower (principally comprising wages and pension contributions) is the most
significant part of Government recurrent expenditure. In 2010, 2011, 2012 and 2013, manpower expenditure
comprised 46.5 per cent., 41.7 per cent., 47.7 per cent. and 45.2 per cent., respectively, of total recurrent
expenditure. The principal employers within the Government sector in Bahrain are the Ministries of Defence,
Interior, Education and Health, which between them accounted for 80.4 per cent. in 2010, 80.4 per cent. in
2011, 80.2 per cent. in 2012 and 80 per cent. in 2013, of total employers.

Projects Expenditure

The following table shows the structure of the Government’s projects expenditure for the years indicated:

2010 2011 2012 2013
Actual Actual Actual Actual
(U.S.$ millions)

InfrastruCture ..........ccoooevvvveeeiieciieeeeeeeeeen 597.6 683.2 905.6 669.4
Social SErVICES....ccivvviiiiiieieeiiiieeeeeeeeieeeeen 97.8 117.6 229.3 136.7
ECOnomic SEIVICES .......cooovvvvviviiiiiiiiiiiieeeennnn. 21.8 12.8 23.7 94
Administrative SErviCes..........uuvvvvrrereeeeeeeenn.. 65.4 114.9 138.9 87.2
ONETS .. 1,258 243.8 662 365.1
Total ..o 2,040.9 1,172.3 1,960.1 1,267.8

Source: Ministry of Finance

The projects expenditure is financed through the general budget. While the budgeted expenditure for 2013
was U.S.$1,520 million, the actual projects expenditure for that period was U.S.$1,267.8 million. A similar
trend is expected for projects expenditure budgeted for 2014.

The principal area of projects expenditure is infrastructure, which accounted for 29.2 per cent. in 2010,
58.2 per cent. in 2011, 46.2 per cent. in 2012, and 52.8 per cent. in 2013, and is forecasted to be 40.4 per
cent. in 2014.
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RELATIONSHIP WITH THE GOVERNMENT

The Government has minority and majority stakes in a wide range of enterprises in diverse sectors. With the
aim of improving the performance and governance of and transparency with regard to state-owned assets,
the Government has grouped its assets under the control of two wholly state-owned holding companies.
Nogaholding was established to hold and manage the Government’s oil and gas assets, while Mumtalakat
was established by Royal Decree No. 64/2006 dated 26 June 2006 to hold and manage the Government’s
stakes in non-oil and gas commercial assets. Effective 29 June 2006, the Government transferred its interest
in 29 commercial assets to Mumtalakat, including its interest in Alba, Gulf Air, Edamah, Batelco and NBB,
each of which are described in “Description of the Trustee” below.

Members of Mumtalakat’s nine-member Board of Directors are appointed to four-year terms by resolution
of the EDB, for which His Royal Highness Prince Salman bin Hamad Al Khalifa, the Crown Prince, serves
as Chairman. Mumtalakat’s Board of Directors is composed of both public sector individuals, including key
government officials, and private sector individuals. His Excellency Shaikh Khalid bin Abdulla Al Khalifa,
Deputy Prime Minister, is Chairman of Mumtalakat’s Board of Directors. His Excellency Mr Kamal Ahmed,
Minister of Transport, is Deputy Chairman of Mumtalakat’s Board of Directors. Other key government
officials that serve on Mumtalakat’s Board of Directors include His Excellency Shaikh Ahmed bin
Mohammed Al Khalifa, Minister of Finance and His Excellency Mr Essam Abdulla Khalaf, Minister of
Works.

Mumtalakat is subject to oversight by the NAC which conducts regular reviews of the ministries, various
governmental entities and public authorities. After finalising and consolidating the results of its various
audits, the NAC submits its report annually to His Majesty, King Hamad bin Isa Al Khalifa, the Prime
Minister and the Chairman of the Representatives Council. Mumtalakat is also subject to oversight by the
Tender Board of Bahrain, whose main role is to oversee the procurement practices and processes of
governmental bodies, to ensure transparency, fair competition, efficiency and the best use of public funds.

Mumtalakat, as a wholly-owned Government entity, is obligated to submit periodic performance and
financial reports to the Government. In addition, Mumtalakat is required to hold annual general shareholder
meetings to approve its financial statements.

Like any other governmental entity, Mumtalakat is also required to answer all parliamentary queries and to
provide any appropriate supporting material. Any queries related to Mumtalakat or any of its portfolio
companies that are raised by Parliament are submitted through the Minister of the National Council Affairs
(Representatives and Shura Councils) who present the queries to the Minister of Transportation. The
Minister of Transportation may then request that the management of Mumtalakat provide responses and
supporting material.

Although created by royal decree and wholly-owned by the Government, Mumtalakat is incorporated as a
commercial entity and is therefore subject to the commercial laws of Bahrain, including those laws and
processes relating to insolvency. Mumtalakat is regulated by the Ministry of Industry and Commerce as a
private commercial company in Bahrain.
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DESCRIPTION OF MUMTALAKAT

Introduction

Mumtalakat, a closed joint stock company incorporated and existing pursuant to the Bahrain Commercial
Companies Law 2001 with Commercial Registration Number 61579, was established by the Royal Decree
No. 64/2006 dated 26 June 2006 as an independent holding company for the Government’s stakes in key
commercial assets. Mumtalakat owns stakes in strategic commercial assets of Bahrain, which are significant
contributors to the Bahraini economy and directly and indirectly support many other businesses in the
country and the region. Mumtalakat’s portfolio of companies spans a variety of sectors, including aluminium
production, financial services, telecommunications, real estate, aviation, tourism, and food production.
Effective June 29, 2006, the Government transferred its interest in 29 commercial assets to Mumtalakat,
including its interest in Alba, Gulf Air, Batelco, and Edamah, each of which are described below. Mumtalakat
was created to help align and implement the execution of the Government’s initiatives to improve governance
and transparency, pursue value-enhancing opportunities, and help achieve operational excellence for its
strategic commercial assets. Mumtalakat is wholly-owned by the Government.

As of 30 June 2014, Mumtalakat held minority and majority stakes in over 35 commercial enterprises and
held investments in third party managed funds. Mumtalakat’s portfolio value represents the value of
investments in subsidiary companies (greater than 50 per cent. shareholding), associate companies (20-50
per cent. shareholding), other investment companies (less than 20 per cent. shareholding) and the value of
investments in third party managed funds. The value of investments in subsidiary companies and associate
companies is calculated based on equity accounting. Under the equity accounting methodology, the value of
an investment is calculated at the original cost of the investment plus further investments, share of profit and
other comprehensive income of the subsidiary/associate company less share of loss, dividend received and
share of other comprehensive loss of the subsidiary/associate company and impairment losses. The value of
other investment companies is based on their fair market value as of the reporting period.

As at 30 June 2014, the value of Mumtalakat’s total direct equity investments, as determined above, was
BD2,628.8 million (U.S.$6,991.5 million). As at 30 June 2014, Mumtalakat’s portfolio included BD95.4
million (U.S.$253.7 million) of investments deployed in third party managed funds. Mumtalakat’s total
portfolio value as at 30 June 2014 was BD2,724.2 million (U.S.$7,245.2 million).

The chart below highlights Mumtalakat’s portfolio companies and ownership as at 30 June 2014.

Government of Bahrain

100%

Mumtalakat

S G |k I [ s ]

* Bahrain Airport Company (100%)

* Gulf Air (100%)

« Gulf Air Holding Company B.S.C.(c) (100%)

* Gulf Aviation Academy B.S.C.(c) (100%)

¢ Gulf Technics Co. B.S.C.(c) (100%)

Real estate/Tourism

¢ @Bahrain (100%)

* Bahrain International Circuit Company (100%)

« Bahrain Real Estate Investment Co (Edamah) (100%)
* Southern Tourism Company B.S.C.(c) (100%)

¢ Southern Area Development Co. B.S.C.(c) (56%)
Food

 Bahrain Flour Mills Company B.S.C. (66%)

* General Poultry Company B.S.C.(c) (100%)

indirectly held 7% stake in Batelco)
Financial Services
* NBB (45%)
Automotive
¢ McLaren Group Limited (50%)
¢ McLaren Automotive Limited (49%)
Real estate/Tourism
 Durrat Khaleej Al Bahrain Company B.S.C.(c) (50%)
Aluminium
* GARMCO (37%)
Food
* ASMAK B.S.C. (33%)
 Bahrain Livestock Company B.S.C.(c) (25%)

Aluminium Telecommunications Pan-Arab / GCC ownership companies
* Alba (69%)  Batelco (37% directly held by Mumtalakat) * Arab Company for Drug Industries and Medical
Aviation * Hawar Holding Company (33%, holds Mumtalakat’s Appliances (1%)

Arab Investment Company (2%)

Arab Maritime Petroleum Transport Company (4%)
Arab Petroleum Investment Corporation (3%)

Arab Petroleum Services Company (3%)

Arab Satellite Communications Organisation (3%)
Arab Shipbuilding and Repair Yard Company (19%)
Dar Al Mal Al-Islami Trust (less than 1%)

Gulf International Bank (less than 1%)

Gulf Investment Corporation G.S.C. (17%)

United Arab Shipping Company S.A.G. (less than
1%)

Other

* Al Jazeera Tourism Company (20%)

* Oasis Capital Bank (4%)

« Bahrain International Golf Course Company B.S.C.(c)
(14%)
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Examples of the importance of these assets to the economy, strategy and people of Bahrain include:




. Alba, Gulf Air and Batelco are significant employers of Bahrainis and have historically served as
important institutions for the development and advancement of the local workforce;

. Alba, representing over 40 years of Bahrain’s industrial history, was the first aluminium smelter in the
Middle East and continues to be one of the leading producers of primary aluminium in the world;

. Gulf Air is the national flagship carrier and serves the critical role of connecting Bahrain to key
financial centres of Europe and other important regional destinations;

. NBB was established more than 55 years ago as Bahrain’s first locally owned bank and is the
country’s leading provider of retail and commercial banking services with the largest network of
branches and ATMs in Bahrain;

. Batelco’s origins as the national telecommunications provider has helped it maintain a leading market
share in an increasingly deregulated market and it remains Bahrain’s only fully integrated
telecommunications provider;

. The Formula 1 race track operated by Bahrain International Circuit Company (“BIC”) was the first
to bring Grand Prix racing to the Middle East and continues to enjoy its position in the Formula 1
calendar, having successfully hosted the 2014 Grand Prix race in Bahrain on 5 April 2014; and

. Bahrain Livestock Company B.S.C. and Bahrain Flour Mills Company B.S.C. are responsible for the
import, processing and sale of Government subsidised livestock and wheat products in Bahrain as part
of the Government’s programme to ensure that the broader population has access to basic needs.

Mumtalakat’s vision is to grow the wealth of Bahrain by driving value creation in the strategic commercial
assets of Bahrain and managing, over time, a diversified portfolio aimed at securing sustainable returns and
wealth creation for future generations of Bahrain.

Mumtalakat’s registered address is Arcapita Building, 4th Floor, Seaside, Bahrain Bay, P.O. Box 820,
Manama, Bahrain and its telephone number is +973-17561111.
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SUMMARY FINANCIAL DATA

Summary financial data has been provided for the reader’s convenience. Please refer to the index to this
Base Prospectus for the full consolidated financial statements of Mumtalakat for the years ended
31 December 2011, 2012 and 2013 and the associated notes and the half yearly financial statements of
Mumtalakat for the period ended 30 June 2014 and the associated notes. Mumtalakat’s financial statements
are prepared in Bahraini Dinar and all the conversions from Bahraini Dinar to U.S. Dollars are done at the
rate of BD0.376 = U.S.$1.00.

The following tables present certain summary financial data of the Group for the periods indicated.

Selected consolidated income statement data

Year ended (audited) Six month period ended (unaudited)
31 December 31 December 31 December 30 June 30 June
2011 2012 2013 2013 2014

BD US.$ BD USS$ BD USS$ BD US.$ BD US.S$

(in millions)

Consolidated operating
income (1088) .......coevrvrrrnnnnns (59 @As57) 232 61.7 70.7  188.0 26.2 69.7 34.2 91.0
Consolidated net income (loss)  (270.7) (719.9) (181.7) (483.2)  82.7 2199 49.1  130.6 440 117.0

The Group recorded a consolidated operating loss for the year ended 31 December 2011 of BD5.9 million
(U.S.$15.7 million) primarily due to operating losses of Gulf Air. Consolidated net loss for the year ended
31 December 2011 was BD270.7 million (U.S.$719.9 million) and was mainly due to impairment losses of
BD316.5 million (U.S.$841.8 million). The impairment losses of BD316.5 million (U.S.$841.8 million)
comprise of BD209.7 million (U.S.$557.7 million) related to investment properties, BD94.0 million
(U.S.$250.0 million) related to investment in associates and BD12.8 million (U.S.$34.0 million) related to
non-trading investments.

The Group recorded consolidated operating income of BD23.2 million (U.S.$61.7 million) for the year
ended 31 December 2012 compared to a consolidated operating loss of BD5.9 million (U.S.$15.7million)
for the year ended 31 December, 2011. The increase in operating income was mainly due to receipt of
BD185.0 million (U.S.$492.0 million) Government assistance for Gulf Air that was partially offset by the
impact of the reduction in the London Metal Exchange (the “LME”) price of aluminium.

The decrease of 32.9 per cent. in consolidated net loss to BD181.7 million (U.S.$483.2 million) for the year
ended 31 December 2012 compared to BD270.7 million (U.S.$719.9 million) for the year ended
31 December 2011 was primarily due to lower impairment losses, Government assistance for Gulf Air, that
was offset by a reduction in operating income on account of the lower LME price of aluminium. The Group
recorded impairment losses of BD226.9 million (U.S.$603.5 million) for the year ended 31 December 2012
compared to BD316.5 million (US$841.8 million) for the year ended 31 December 2011. The 2012
impairment losses comprise of BD206.7 million (U.S.$549.7 million) relating to goodwill, BD19.0 million
(U.S.$50.5 million) relating to investment in associates and BD1.2 million (US$3.2 million) relating to non-
trading investments.

The increase of 204.7 per cent. in consolidated operating income to BD70.7 million (U.S.$188.0 million) for
the year ended 31 December 2013 compared to BD23.2 million (U.S.$61.7 million) for the year ended
31 December 2012 was primarily due to a significant reduction in operating losses at Gulf Air as a result of
the restructuring initiatives (See “Portfolio Companies — Gulf Air”).

The increase in consolidated net income to BD82.7 million (U.S.$219.9 million) for the year ended
31 December 2013 compared to a net loss of BD181.7 million (U.S.$483.2 million) for the year ended
31 December 2012 was primarily due to lower impairment losses and improved operating results at Gulf Air.
The Group recorded impairment losses of BD20.9 million (U.S.$55.6 million) relating to property, plant and
equipment in 2013 as compared to impairment losses of BD226.9 million (U.S.$603.5 million) in 2012.
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The increase of 30.5 per cent. in consolidated operating income to BD34.2 million (U.S.$91.0 million) for
the six month period ended 30 June 2014 compared to BD26.2 million (U.S.$69.7 million) for the six month
period ended 30 June 2013 was primarily due to improved operating results of Gulf Air that were partially
offset by the lower LME price of aluminium.

The decrease of 10.4 per cent.in consolidated net income to BD44.0 million (U.S.$117.0 million) for the six
month period ended 30 June 2014 compared to BD49.1 million (U.S.$130.6 million) for the six month
period ended 30 June 2013 was primarily due to lower LME prices of aluminium and lower mark-to-market
gain on derivatives that was partially offset by improved operating results of Gulf Air.

Selected consolidated balance sheet data

As of

31 December 31 December 31 December 30 June
2011 (audited) 2012 (audited) 2013 (audited) 2014 (unaudited)
BD US.$ BD US.$ BD US.$ BD US.$

(in millions)

Consolidated total assets........... 42192 11,2213 4,095.6 10,892.6 4,048.3  10,766.8 4,0459 10,760.4
Consolidated total liabilities..... 1,653.9 4,398.7 1,693.9 4,505.1 1,492.7 3,969.9 1,424.0 3,787.2
Consolidated total equity ......... 2,565.3 6,822.6 2,401.6 6,387.2 2,555.5 6,796.5 2,621.9 6,973.1

Consolidated total assets decreased by 2.9 per cent. from 31 December 2011 to 31 December 2012, primarily
due to impairment losses on goodwill.

Consolidated total assets marginally decreased by 1.2 per cent. from 31 December 2012 to 31 December
2013, primarily due to reductions in cash and bank balances and property, plant and equipment on account
of depreciation.

Consolidated total assets remain relatively unchanged as at 30 June 2014 compared to 31 December 2013.

Consolidated total liabilities increased by 2.4 per cent. from 31 December 2011 to 31 December 2012,
primarily due to increases in accounts payable, accruals and other liabilities.

Consolidated total liabilities decreased by 11.9 per cent. from 31 December 2012 to 31 December 2013,
primarily due to repayment of certain borrowings.

Consolidated total liabilities decreased by 4.6 per cent. from 31 December 2013 to 30 June 2014, primarily
due to repayment of certain borrowings that was partially offset by an increase in trade accounts payable,
accruals and other liabilities.

Changes in consolidated total equity over the above periods mainly represent consolidated net income (loss),
other comprehensive income (loss) and net capital contribution from the shareholder.

Borrowings on a consolidated basis were BD1,014.2 million (U.S.$2,697.3 million), BD930.8 million
(U.S.$2,475.5 million), BD829.4 million (U.S.$2,205.9 million) and BD744.5 million (U.S.$1,980.1
million) as of 31 December 2011, 2012, 2013 and 30 June 2014, respectively.

Borrowings at the parent level were BD468.4 million (U.S.$1,245.7 million), BD429.8 million
(U.S.$1,143.1 million), BD426.6 million (U.S.$1,134.6 million) and BD396.3 million (U.S.$1,054.0
million) as of 31 December 2011, 2012, 2013 and 30 June 2014, respectively.

Of Mumtalakat’s total parent level borrowings of BD426.6 million (U.S.$1,134.6 million), as of
31 December 2013, BD28.2 million (U.S.$75.0 million) is due for repayment in 2014, BD281.5 million
(U.S.$748.7 million) in 2015, BD65.7 million (U.S.$174.7 million) in 2016, BD34.1 million
(U.S.$90.7 million) in 2017 and BD17.1 million (U.S.$45.5 million) in 2018.

Of Mumtalakat’s total parent level borrowings of BD396.3 million (U.S.$1,054.0 million), as of 30 June
2014, BD28.2 million (U.S.$75.0 million) is due for repayment in 2014, BD315.5 million
(U.S.$839.1 million) in 2015, BD35.0 million (U.S.$93.1 million) in 2017 and BD17.6 million
(U.S.$46.8 million) in 2018.
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Interest expenses at the parent level were BD21.2 million (U.S.$56.4 million), BD20.2 million (U.S.$53.7
million) and BD20.1 million (U.S.$53.5 million) for the years ended 31 December 2011, 2012 and 2013
respectively. Interest expenses at the parent level for the six month period ended 30 June 2014 were BD9.8
million (U.S.$26.1 million).

Mumtalakat’s borrowings as at 31 December 2013 and 30 June 2014 were denominated in U.S. dollars (100
per cent). The principal and interest on any sukuk issuances under the RM 3,000,000,000 (or its equivalent
in foreign currency) programme for the issuance of Islamic securities were converted to U.S. Dollars through
currency swaps. Therefore, the net exposure is in U.S. Dollars.

The following table shows dividends received by Mumtalakat from certain select portfolio companies.

Year ended (audited) Six month period ended (unaudited)
31 December 31 December 31 December 30 June 30 June
2011 2012 2013 2013 2014

BD US.$ BD US.$ BD US.S$ BD US.$ BD US.S$
(in millions)

69.9 1859 532 1415 27.6 73.4 13.8 36.7 21.7 57.7

23.8 63.3 18.5 49.2 11.1 29.5 5.3 14.1 5.8 15.4

11.4 30.3 12.6 33.5 10.5 27.9 10.5 27.9 16.1 42.8

Total dividends received by Mumtalakat, at the parent level, from its portfolio companies were BD107.4
million (U.S.$285.6 million), BD86.1 million (U.S.$229.0 million) and BD50.2 million (U.S.$133.5
million) for the years ended 31 December, 2011, 2012 and 2013 respectively. Total dividends received by
Mumtalakat, at the parent level, during the six month period ended 30 June 2014 were BD44.4 million
(U.S.$118.1 million) compared to BD30.4 million (U.S.$80.9 million) received during the same period of
2013.
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STRATEGY

Mumtalakat’s strategy is designed to fulfil its long term objective of enhancing the value of its portfolio,
which represents a source of future wealth for the people of Bahrain. Mumtalakat will seek to increase the
value of its investment portfolio as a whole through the following strategies:

Identification and implementation of value-enhancing initiatives at its portfolio companies. A core
element of Mumtalakat’s strategy is to enhance value at its existing portfolio companies. Mumtalakat
is an active shareholder and exerts its influence through its nominee directors appointed to the boards
of its portfolio companies. Through this governance structure, Mumtalakat has supported significant
value-enhancing initiatives across its portfolio of investments and expects to continue supporting such
initiatives. Implementation of past Mumtalakat supported initiatives has led to operational
restructurings, appointments of key management personnel, and refinements of strategy and growth
plans at select portfolio companies. To ensure Mumtalakat’s nominee directors are properly equipped
to execute their duties at the boards of companies, Mumtalakat undertakes proactive steps to train and
educate its representatives.

Further investments for growth of the portfolio. Mumtalakat seeks direct investments in companies
with established track records of growth and profitability that demonstrate potential for continued
expansion. Mumtalakat is primarily focused on investing in companies that are market leaders with
strong management teams and effective governance systems. Mumtalakat’s typical approach to such
investments is to establish a significant minority interest in the equity of the company and to secure
board representation and appropriate shareholder rights. Such investments are primarily driven on the
basis of expected financial returns.

Within Bahrain, Mumtalakat also seeks opportunities to develop companies and projects that take
advantage of Bahrain’s appeal and strong positioning as a regional business hub and a popular tourism
destination. In such opportunities, Mumtalakat’s involvement is subject to critical analysis of
commercial feasibility and Mumtalakat’s requirement to generate appropriate financial returns on its
investment.

Carefully planned portfolio adjustments, which may include partial or complete divesting of select
assets. Mumtalakat continuously evaluates opportunities for partial or complete exits of direct
investments within its portfolio. When considering a partial exit, Mumtalakat aims to maintain a
significant minority interest in its portfolio companies to maintain board representation. In certain
strategic assets, Mumtalakat may continue to hold a majority interest for the foreseeable future.

Diversification of the portfolio. Over time, Mumtalakat seeks to diversify its portfolio through active
portfolio management activities, including investments in new assets and exits from existing
investments. Given its significant stakes in several large companies, Mumtalakat is particularly
exposed to certain sectors such as aluminium, aviation, telecommunications and financial services. A
fundamental element of Mumtalakat’s long-term strategy with respect to its direct investments
portfolio is to diversify its exposures across geographies, sectors and companies.
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PORTFOLIO COMPANIES

Oversight of Portfolio Companies

As a shareholder, Mumtalakat is focused on implementing effective corporate governance practices at the
holding company and encourages each of its portfolio companies to do the same. Mumtalakat’s oversight
and influence over a portfolio company is exercised through its representative directors appointed to the
portfolio company’s board of directors. Thus, the level of Mumtalakat’s influence over a given portfolio
company is generally determined by the level of Mumtalakat’s ownership stake in that portfolio company.
Mumtalakat selects nominees for directorships of the portfolio companies and submits the nominations to
the Chairman of the Board of EDB, who makes the final decision on their appointment.

Below is a diagram illustrating the governance model used by Mumtalakat and the Government to maintain
effective oversight of Mumtalakat’s portfolio companies.

Mumtalakat Board of Directors appointed by resolution of EDB

Mumtalakat
Board of Directors

Direct and oversee
Management

Support Directors with data, analysis and
recommendations

Mumtalakat Management X
Appoint and i

empower

Selected Board

Member(s)

Portfolio Company
Board of Directors

Direct and oversee
Management

Support Directors with data, analysis and
recommendations

Portfolio Company

Management

Mumtalakat is focused on managing its business in a manner that is sustainable on a stand-alone basis,
without requiring the Government to provide funding support. Similarly, Mumtalakat’s expectation is that
directors and management teams of each of its portfolio companies run their respective companies in an
independent manner based on long-term sustainable operating and financial practices. Each portfolio
company is expected to manage and access its own funding needs, which should be done on a non-recourse
basis to Mumtalakat and the Government. By instilling such principles in its portfolio companies,
Mumtalakat believes that directors and managements of these companies will be encouraged to embark on
commercially viable and attractive projects that are likely to attract third party funding support. In
exceptional situations where portfolio companies require shareholder support, such as Gulf Air, Mumtalakat
has worked and will continue to work with the Government to structure and deliver appropriate support in a
timely manner. See “Description of Select Portfolio Companies — Gulf Air”.

Description of Select Portfolio Companies

As of 30 June 2014, Mumtalakat’s portfolio of direct investments included equity stakes of varying amounts
in more than 35 companies.

Alba, Gulf Air, Edamah, Batelco, NBB and GIC, together represented approximately 78.1 per cent. of
Mumtalakat’s total direct investments portfolio value as of 30 June 2014.
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Unless otherwise stated, the financial information for Alba, Gulf Air, Edamah, Batelco, NBB and GIC
presented below has been extracted from the financial statements of such portfolio companies, each prepared
in accordance with IFRS.

Select Subsidiary Companies

Alba, Gulf Air and Edamah, as subsidiary companies, are consolidated into the Group’s consolidated
financial statements and represented 96.4 per cent. of the Group’s consolidated revenues for the year ended
31 December 2013 and represented 95.8 per cent. of the Group’s consolidated revenues for the six months
ended 30 June 2014.

Alba

Introduction

Alba was incorporated in 1971 to construct, own and operate Bahrain’s primary aluminium smelter. Alba
commenced commercial operations in May 1971 as the first aluminium smelter in the Middle East and has
now grown into one of the leading producers of primary aluminium in the world. In November 2010,
Mumtalakat conducted an offering of a portion of its ordinary shares in Alba (in this section, the “Offering”).
The Offering enabled Mumtalakat as selling shareholder to sell ordinary shares (in this section, “Ordinary
Shares”) that it owned in Alba, representing 10.0 per cent. of Alba’s total issued, fully paid and outstanding
share capital. The Ordinary Shares are listed on the Bahrain Bourse and global depositary receipts
representing such Ordinary Shares are listed on the London Stock Exchange. As a consequence of the
Offering, Mumtalakat holds a 69.38 per cent. equity shareholding in Alba. SABIC continues to hold a 20.62
per cent. equity shareholding in Alba. Mumtalakat is represented directly by six directors on Alba’s nine-
member board of directors. As of June 30, 2014, its market capitalisation was BD630.5 million
(U.S.$1,676.9 million).

Alba operates an aluminium smelter, power plant and a coke calcining plant located in Askar, Bahrain. In
2013, Alba produced over 912,000 metric tonnes of aluminium.

Business

Alba’s industrial facilities consist of four on-site captive power stations, five metal production lines, two cast
houses, a carbon plant, a coke calcining plant and a marine terminal. Alba also possesses its own waste
management system and water treatment plant. Since 1971, Alba has continuously produced a variety of
aluminium products, including extrusion billet, liquid metal, rolling slab, foundry alloy, standard ingot and
tee ingot. Alba’s facilities have consistently produced aluminium with a purity level exceeding global
standards. The uninterrupted expansion of Alba’s facilities over 40 years has led to a vertical integration of
the production process and a diversification of Alba’s product mix.

In addition, Alba’s in-house coke calcining plant allows for a high degree of control over the supply and
quality of calcined petroleum coke (“CPC”) used in the aluminium production process. Its calcining plant
can produce approximately 550,000 metric tonnes of CPC each year, allowing it to meet its needs and sell
the surplus. Alba also has four on-site captive power stations with a total installed capacity of 2.2GW that
meets all of the electricity requirements of Alba’s smelters. The gas required for the production of power is
supplied by state-owned Bapco, which operates Bahrain’s gas fields and is wholly-owned by Nogaholding.
All of Alba’s other raw material imports (primarily alumina ore) are supplied by sea through its marine
terminal, located approximately 10 kilometres from its smelter. Production exports are delivered to Sheikh
Khalifa port, as well as by road via the King Fahad Causeway.

As a result of its captive power generation facilities and low-cost gas from Bapco, Alba is among one of the
lowest-cost facilities in the aluminium industry. In 2011, Bapco announced a 50 per cent. increase in the
price of gas for all of its customers in Bahrain, effective 1 January 2012. Despite this increase, Alba remains
highly competitive globally and within the region. As competition increases, Alba’s low-cost operating
model represents a key competitive advantage. Alba’s regional competitors include Sohar Aluminium in
Oman, Qatalum in Qatar, Emirates Global Aluminium in the UAE and Ma’aden in Saudi Arabia.
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Under the terms of a quota agreement between Alba and its then shareholders dated 3 September 1990, as
most recently amended on 29 July 2003 (the “Quota Agreement”), the current shareholders of Alba are
entitled to take a proportion of Alba’s aluminium production equal to their respective percentage ownership
in Alba at a specified price. Conversely, Alba may require its shareholders to purchase their proportional
share of aluminium from Alba at the same specified price. Before 2008, ALBA Marketing (“ALMA”) which
was an unregistered joint venture between Mumtalakat and SABIC Industrial Investment Company
(“SIIC”), marketed and sold Mumtalakat’s and SIIC’s aluminium quotas to third-party buyers on their
behalf. In 2008, in order to commercialise Alba’s operations, ALMA’s operations were integrated with
Alba’s. As a result of this integration, and notwithstanding contractual arrangements with shareholders, the
current practice involves Alba selling and marketing aluminium to third parties on a commercial basis. In
2010, Mumtalakat (but not SIIC) waived its right to purchase its share of the aluminium production on an
on-going basis. However, Alba retains the right to require Mumtalakat to purchase its proportional share of
aluminium. Alba may take further steps to commercialise its operations in respect of the Quota Agreement
in the future.

Alba’s core customer base is comprised of downstream manufacturers primarily located in the MENA region
requiring aluminium inputs. Bahrain-based Gulf Aluminium Rolling Mill Company B.S.C. (¢) (“Garmco”)
and Midal Cables Ltd. (“Midal Cables”) are Alba’s two largest customers, representing approximately
36 per cent. of Alba’s sales in 2013. Garmco and Midal Cables manufacture aluminium-based products,
including aluminium rod, electrical conductors, cold-rolled coil and sheet, aluminium circles and aluminium
foil. Alba’s site is in close proximity to the principal manufacturing operations of both Garmco and Midal
Cables.

Strategy

Alba’s strategy is focused around maintaining and expanding its position as one of the world’s leading low-
cost smelters.

The cyclical nature of the aluminium prices continued to impact marginal smelters wherein curtailments and
shutdowns gained pace in 2013 and led the aluminium market into a deficit of 61,000 metric tonnes. Demand
for primary aluminium exceeded production for the first time since 2006 in 2013. Global demand is
projected to grow by an average of 5 per cent. per annum in the coming 10 years.

Alba has completed a feasibility study to assess the commercial viability of expanding its production
capacity by supplementing its five existing potlines with an additional potline, Line 6. The production
expansion of Line 6, if it proceeds, is targeted to be completed by 2018 and is expected to add around
400,000 tonnes to Alba’s existing capacity of over 912,000 tonnes of aluminium per year. The preliminary
capital expenditure estimate for constructing potline Line 6, replacing and expanding the power capacity of
the existing power plant facilities is expected to be not less than U.S.$2.5 billion.

Selected Financial Information

For the six month period ended 30 June 2014, Alba’s revenues decreased by 1.6 per cent. to BD376.4 million
(U.S.$1,001.1 million) from BD382.6 million (U.S.$1,017.6 million) during the same period in 2013. This
was mainly due to lower LME prices. Revenues were BD883.3 million (U.S.$2,349.2 million), BD743.7
million (U.S.$1,977.9 million) and BD749.3 million (U.S.$1,992.8 million) for the years ended
31 December 2011, 2012 and 2013, respectively.

For the six month period ended 30 June 2014, Alba’s net profit decreased by 47.1 per cent. to BD32.4 million
(U.S.$86.2 million) from BD61.2 million (U.S.$162.8 million) during the same period in 2013 mainly due
to lower LME prices and lower mark-to-market gains on derivatives. Profit for the year was BD211.9 million
(U.S.$563.6 million), BD96.5 million (U.S.$256.6 million) and BD79.8 million (U.S.$212.2 million) for the
years ended 31 December 2011, 2012 and 2013, respectively.

In 2011, 2012 and 2013, average LME aluminium prices were U.S.$2,398 per metric tonne, U.S.$2,019 per
metric tonne and U.S.$1,846 per metric tonne, respectively. Alumina is Alba’s main variable cost,
representing on average approximately 30 per cent. of total costs, and its price is linked to the official prices
on the LME. The rest of Alba’s costs are mainly fixed. For the year ended 31 December 2013, Alba also
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gained BD17.9 million (U.S.$47.6 million) related to mark-to-market profit on derivatives, an increase of
203.4 per cent. compared to BD5.9 million (U.S.$15.7 million) for the year ended 31 December 2012.

Total assets were BD1,304.8 million (U.S.$3,470.2 million), BD1,211.9 million (U.S.$3,223.1 million),
BD1,178.3 million (U.S.$3,133.8 million) and BD 1,169.1 million (U.S.$3,109.3 million) as at 31 December
2011, 2012, 2013 and 30 June 2014, respectively. Total liabilities were BD496.0 million (U.S.$1,319.1
million), BD382.3 million (U.S.$1,016.8 million), BD309.8 million (U.S.$823.9 million) and BD298.7
million (U.S.$794.4 million) as at 31 December 2011, 2012, 2013 and 30 June 2014, respectively.

The total shareholders’ equity was BD808.8 million (U.S.$2,151.1 million), BD829.6 million (U.S.$2,206.4
million), BD868.5 million (U.S.$2,309.8 million) and BD870.4 million (U.S.$2,314.9 million) as at
31 December 2011, 2012, 2013 and 30 June 2014, respectively. As at 30 June 2014, the debt to equity
multiple was 0.19 (compared to 0.23 as at 31 December 2013).

Alba is one of the largest employers in Bahrain. As at 30 June 2014, it had approximately 2,900 employees
of which approximately 87 per cent. were Bahraini nationals.

Gulf Air

Introduction

Established in 1950, Gulf Air is today the national carrier of Bahrain, connecting traffic from Europe and
Asia to the Middle East and targeting regional traffic within the Middle East. Gulf Air’s principal activity
during its more than 60-year operating history has been the transportation of passengers and freight on a
scheduled basis. Until 2002, Gulf Air was jointly owned by Bahrain, Qatar, Abu Dhabi and Oman, which
had originally established Gulf Air as a GCC carrier. In November 2007, Mumtalakat became the sole
shareholder of Gulf Air, as each of the other GCC countries gradually established their own respective airline
carriers and withdrew from their respective ownership in Gulf Air. Mumtalakat owns 100 per cent. of Gulf
Air Group Holding B.S.C. (c), which, in turn, owns 100 per cent. of Gulf Air.

Business

Gulf Air is a full-service carrier with operations to over 40 destinations in the Middle East, Asia, Europe and
Africa. Gulf Air, in addition to its high quality service standards, has launched several innovative service
concepts including the Sky Chef and Sky Nanny and was the first airline in the region with a state-of-the-art
in-flight connectivity suite including live TV programming. As a carrier in the Middle East, Gulf Air is also
well positioned geographically to benefit from passenger traffic and cargo traffic growth in the region. Gulf
Air is currently operating a fleet of 28 aircraft comprising 22 narrow-bodied and six wide-bodied aircraft.

Change in Business Strategy

In 2010, Gulf Air commenced a significant operational and strategic restructuring with the objective of
placing Gulf Air on the path to sustainability. These measures included retiring and replacing Gulf Air’s fleet
of old aircraft with new aircraft, closing persistently unprofitable routes, focusing more on origin-and-
destination passengers and less on transit passengers, and adding new MENA routes.

Gulf Air commenced the implementation phase of the restructuring strategy in January 2013. Within 12
months of commencing implementation, the airline achieved a 52 per cent. reduction in annual losses (before
restructuring costs, impairment losses and government grants) and a financial performance that surpassed the
airline’s restructuring target by BD14.5 million (U.S.$38.6 million). The significant reduction in Gulf Air’s
annual losses was achieved through a number of major cost-saving initiatives including reduction in aircraft
leasing costs through early return of aircraft (which were not required for the new business model), retiring
of old aircraft, closure of loss-making routes, opening of new destinations, increasing frequencies to existing
destinations, reduction in staff expenses, renegotiation of over 2,000 contracts with existing suppliers and
productivity improvements. The airline continues to rationalise its cost-base and increase revenue as part of
its plans to reduce its dependency on Government’s support.

In addition to operating one of the youngest fleets of aircraft in the region, Gulf Air continues to implement
initiatives to enhance its customer experience both in the air and on the ground. The airline has introduced a
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number of new products during the year, including traditional Middle Eastern games on-board its flights. The
airline has commenced the retrofit of its A330 fleet, introduced full-flat bed seats in Falcon Gold class,
revamped the Economy class and upgraded the in-flight entertainment system across the entire fleet.

The realignment of the airline’s workforce in 2013 to meet the requirements of the new fleet and network
achieved a significant improvement in workforce efficiency and significant reduction in manpower. Gulf Air
continues to be a key employer committed to developing a national workforce of aviation professionals. As
at 30 June 2014, Gulf Air had 2,745 employees of which approximately 65 per cent. were Bahraini nationals.

Selected Financial Information

The Gulf Air financial data provided herein has been prepared on the basis that Gulf Air continues as a going
concern.

For the six month period ended 30 June 2014, Gulf Air’s revenues increased by 10.0 per cent. to BD168.0
million (U.S.$446.8 million) from BD152.7 million (U.S.$406.1 million) during the same period in 2013.
Gulf Air’s revenues were BD374.0 million (U.S.$994.7 million) in 2011, BD377.2 million (U.S.$1,003.2
million) in 2012 and BD307.2 million (U.S.$817.0 million) in 2013.

For the six month period ended 30 June 2014, Gulf Air recorded a net profit of BD1.5 million (U.S.$4.0
million) compared to a net loss of BD18.6 million (U.S.$49.5 million) during the same period in 2013. This
was mainly due to an increase in passenger revenue and a decrease in total expenditure. The net loss/profit
for the six month periods ended 30 June 2013 and 30 June 2014 reflected Government assistance recognised
as Government grants in the respective income statements of BD47.5 million (U.S.$126.3 million) and
BD37.5 million (U.S.$99.7 million), respectively. Gulf Air has recorded net losses of BD210.7 million
(U.S.$560.4 million), BD81.5 million (U.S.$216.8 million) and BD12.0 million (U.S.$31.9 million) in each
of 2011, 2012 and 2013, respectively. The net loss amounts recorded in 2012 and 2013 include Government
assistance recognised as government grants in the respective income statements of BD185.0 million
(U.S.$492.0 million) and BD95.0 million (U.S.$252.7 million), respectively. Gulf Air’s losses were
primarily due to volatile oil prices and heavy competition from strong airlines operating in the region such
as Emirates, Etihad, Qatar Airways and Air Arabia and due to the impact of recent regional unrest and other
events.

Gulf Air’s total assets were BD600.0 million (U.S.$1,595.7 million), BD749.3 million (U.S.$1,992.8
million) and BD660.3 million (U.S.$1,756.1 million) as at 31 December 2011, 2012 and 2013 and BD657.0
million (U.S.$1,747.3 million) as at 30 June 2014, respectively. Gulf Air’s total liabilities were BD486.1
million (U.S.$1,292.8 million), BD716.8 million (U.S.$1,906.4 million) and BD640.5 million (U.S.$1,703.5
million) as at 31 December 2011, 2012 and 2013 and BD635.6 million (U.S.$1,690.4 million) as at 30 June
2014, respectively.

Historically, Gulf Air has received material liquidity assistance from Mumtalakat and the Government to
help the airline offset its operating losses, fund the acquisition of new aircraft, refinance facilities on existing
aircraft and assist funding of various other corporate needs. Mumtalakat provided BD168.9 million
(U.S.$449.2 million) in 2008 and BD196.7 million (U.S.$523.1 million) million in 2009 directly to Gulf Air
in the form of cash equity contributions and loans.

In connection with the operational and strategic restructuring in 2010, Gulf Air required material financial
support. On 15 October 2010 the Government issued Legislative Decree No. 39 of 15 October 2010, which
provided Gulf Air with BD400.0 million (U.S.$1,063.8 million) of financial support in the form of an equity
injection. In addition, certain of Gulf Air’s liabilities owing to other Government controlled entities in the
amount of BD71.2 million (U.S.$189.4 million) were settled as an equity contribution.

Since January 2012, Mumtalakat and the Government have been working closely with Gulf Air and its
strategic advisers to review and refine Gulf Air’s strategy by focusing on cost reduction and rationalisation
of business operations. A five-year business plan detailing the restructuring of Gulf Air’s operations along
with a detailed assessment of the Government funding required to achieve the restructuring was presented to
the Government and a parliamentary sub-committee. The five-year plan received final approval from the
leadership of Bahrain and, pursuant to Royal Decree No. 54 of 11 October 2012, the Government began

110



transferring funds to the airline to support its restructuring. In 2012 and 2013, the Government transferred
amounts of BD185.0 million (U.S.$492.0 million) and BD95.0 million (U.S.$252.7 million) respectively to
fund operating losses, meet financial obligations and assist Gulf Air in implementing its restructuring
strategy. In 2012, Gulf Air received further liquidity assistance from Mumtalakat in the form of a shareholder
loan amounting to BD30.0 million (U.S.$79.8 million). For the period beginning 1 January 2012 and ending
30 June 2014, Gulf Air has received a total of BD317.5 million (U.S.$844.4 million) from the Government.

Edamah

Introduction

Edamah, which was incorporated in Bahrain in 2006, is an investment property company with an extensive
portfolio in Bahrain. Currently, it is principally involved in leasing out property under operating leases and
is also involved in the development and management of property. Edamah has one of the largest land banks
in Bahrain with approximately 3.4 million square metres of land as of 31 December 2013. This represents
the cornerstone for future development of real estate opportunities for Mumtalakat. Edamah is a wholly-
owned subsidiary of Mumtalakat.

The Government has transferred substantial land and properties to Edamah as part of its overall strategy to
effect more commercial management of these assets and to ensure proper development and utilisation of
such commercial assets. The total land and property value on Edamah’s balance sheet was BD132.8 million
(U.S.$353.2 million) as at 30 June 2014. Edamah retains economic control over all of the land and property
on its balance sheet and continues to receive rental income from various properties. Edamah is restricted
from selling or mortgaging any of its properties by the Government.

Business

Edamah’s main source of revenue comes from the rental income of the properties it owns. Many of its leased
properties are under long-term lease contracts with very favourable terms to the lessees. Material new
projects to develop Edamah’s extensive land bank will be subject to long lead times for feasibility
assessment, planning and construction.

During 2013, Edamah has concentrated on improving its core business of property management including
improving its capabilities, exploring future development opportunities and securing new lands from the
Government that have potential for future development.

Strategy

Edamah’s strategic plan is to manage existing real estate properties efficiently and effectively and to develop
new, commercially viable real estate projects in Bahrain that will attract international investors and operators
as partners.

Selected Financial Information

For the six month period ended 30 June 2014, Edamah’s revenues remained at BD1.1 million (U.S.$2.9
million) as compared to the same period in 2013. For the six month period ended 30 June 2014, Edamah’s
net profit decreased to BD0.2 million (U.S.$0.5 million) from BD0.4 million (U.S.$1.1 million) during the
same period in 2013. The decrease was mainly due to increase in staff costs and other operating expenses.

Revenues were BD2.7 million (U.S.$7.2 million), BD2.2 million (U.S.$5.9 million) and BD3.1 million
(U.S.$8.2 million) for the years ended 31 December 2011, 2012 and 2013, respectively. Net loss for the year
ended 31 December 2011 was BD209.3 million (U.S.$556.6 million), primarily due to impairment losses on
investment properties. Net profit was BDO0.4 million (U.S.$1.1 million) and BD1.6 million (U.S.$4.3
million) for the years ended 31 December 2012 and 2013, respectively.

As at 30 June 2014, the total shareholders’ equity marginally increased to BD145.4 million (U.S.$386.7
million) compared to BD145.2 million (U.S.$386.2 million) as at 31 December 2013. The total shareholders’
equity was BD140.4 million (U.S.$373.4 million), BD141.5 million (U.S.$376.3 million) and BD145.2
million (U.S.$386.2 million) as at 31 December 2011, 2012 and 2013, respectively. As at 30 June 2014, the
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debt to equity ratio decreased to 2.2 per cent. compared to 2.7 per cent. as at 31 December 2013, reflecting
a lower risk profile of the investments made by Edamabh.

As at 30 June 2014, Edamah had 19 employees.

Select Associate Companies

Batelco and NBB are Mumtalakat’s two most material investments in associate companies on the basis of
contribution to Mumtalakat’s direct investments portfolio value. Together they represented 86.2 per cent. of
the Group’s consolidated share of profit of associates for the year ended 31 December 2013, and represented
92.3 per cent. of the Group’s consolidated share of profit of associates for six months ended 30 June 2014.

Batelco

Introduction

Batelco was established in Bahrain in 1981, and is the leading integrated telecommunications provider in
Bahrain. Mumtalakat directly owns 36.67 per cent. of Batelco’s shares. Further, Amber Holding Company,
(a 100 per cent. subsidiary of Hawar Holding Company (an associate of Mumtalakat)) holds 20 per cent. in
Batelco. Mumtalakat holds 33.33 per cent. in Hawar Holding Company (which represents 6.67 per cent.
indirect shareholding of Mumtalakat in Batelco) and SIO holds 66.67 per cent. of the shareholding in Hawar
Holding Company (which represents 13.33 indirect shareholding of SIO in Batelco). The Government,
directly or indirectly, including through Mumtalakat, owns 77.2 per cent. of Batelco’s shares. The remaining
shares are held by other financial and commercial organisations and various GCC citizens. Mumtalakat is
represented directly by three directors on Batelco’s ten-member board of directors. Amber Holding
Company also has two seats on Batelco’s board of directors. Batelco is listed on the Bahrain Bourse. As of
30 June 2014, its market capitalisation was BD615.4 million (U.S.$1,636.7 million).

Business

As Bahrain’s only fully integrated provider, Batelco’s comprehensive service offering includes mobile
services, international roaming, high speed internet connections, WiFi, VPN network management, data
communications, information and telecommunications services and national/international fixed line services
to residential, business and Government customers. Batelco is also the only operator licensed to build and
maintain fixed telecommunications infrastructure in Bahrain. It provides wholesale services to other licensed
operations under a regulated access and pricing regime.

In April 2013, Batelco acquired operations of Cable & Wireless Communications (“CWC”) in Dhiraagu
(Maldives), SURE Channel Islands and Isle of Man, and SURE Falkland Islands, St. Helena, Ascension and
Diego Garcia, as well as a 25 per cent. shareholding in Compagnie Monegasque de Communications
(“CMC”), which holds CWC’s 55 per cent. interest in Monaco Telecom. Total consideration paid for these
assets was U.S.$570 million. However, in December 2013, Batelco and CWC agreed to reverse the
acquisition of 25 per cent. shareholding in Compagnie Monegasque de Communication SAM, and
accordingly CWC paid back U.S.$100 million that Batelco had paid for the acquisition of the shares in
Compagnie Monegasque de Communication SAM. The acquisition was reversed as it was determined by the
parties that CWC was unlikely to obtain the relevant regulatory approvals for the transfer.

Batelco had also entered into an agreement with CWC to acquire its shareholding in Cable & Wireless
(Seychelles) but the acquisition did not receive regulatory approval. In April 2013, Batelco issued U.S.$650
million 7 year Reg S Notes to fund the acquisitions from CWC. In the fourth quarter of 2013, Batelco,
commenced a buyback of its U.S.$650 million 7 year Reg S Notes. Notes with an aggregate value of
U.S.$177.1 million were repurchased as of 30 June 2014.

Batelco also has subsidiaries and joint ventures in Kuwait, Yemen, Saudi Arabia, Jordan and Egypt. Batelco’s
overseas operations contributed 54 per cent. of gross revenues for the year ended 31 December 2013
compared to 41 per cent. for the year ended 31 December 2012. As of 30 June 2014, Batelco’s overseas
operations contributed 57.6 per cent. of gross revenues.
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Batelco owns 96 per cent. of the shares of Umniah Mobile Company PSC (Jordan) (“Umniah”), a mobile
cellular telecommunication network provider operating in the Hashemite Kingdom of Jordan. As at
31 March 2014, Umniah had over 3 million mobile customers, which represented a market share of over 31.5
per cent. The broadband services offered by Uminah have increased significantly over the last two years, and
Uminah provides wireless internet services to approximately 80 per cent. of the Jordanian population.

In February 2014, Batelco acquired 46 per cent. of Ali Alghanim & Sons General Trading and Contracting
Company W.L.L. shareholding in Qualitynet, a data and internet service provider operating in Kuwait. The
acquisition increased Batelco’s shareholding in Qualitynet from 44 per cent. to 90 per cent. Qualitynet is the
largest indoor Wi-Fi provider in Kuwait and the first provider to successfully complete Hotspot 2.0 trials in
the country.

In Yemen, Batelco has a 26.94 per cent. shareholding in Sabafon, the largest GSM mobile operator in the
country, providing national coverage to over 4.4 million mobile subscribers.

Batelco owns 15 per cent. of the shares in Etihad Atheeb Telecom, a fixed broadband (WIMAX) operator in
Saudi Arabia operating under the GO brand. The Capital Market Authority of Saudi Arabia suspended the
trading of Etihad Atheeb Telecom shares on Tadawul on 5 June 2014 for non-compliance with the
announcement requirements under the Saudi Arabian Capital Market Law and its implementing regulations.
Trading was resumed on 8 June 2014 after the company issued a revised notification including all the
relevant details.

In 2009, Batelco acquired, through its subsidiary Batelco Millennium India Company (“BMIC”), a 42.7 per
cent. stake in S Tel Ltd (‘S Tel”), an Indian mobile operator with licenses to operate in northeast and
northwest India. S Tel launched services in 2009. Following the cancellation of 2G licences by India’s
Supreme Court in February 2012, including those held by S Tel Batelco exercised its rights under a put
option agreement with Siva Limited and Chinnakannan Sivasankaran, chairman of Siva Limited, which
under certain circumstances, such as the cancelation of S Tel’s 2G licence, or a failure by Siva to secure debt
financing, required Siva Limited to buy back the shares acquired by BMIC at the original acquisition price
(i.e., U.S.$174.5 million). BMIC and the defendants entered into a settlement agreement (the “S Tel
Settlement Agreement”) to give effect to this commitment. Siva Limited and Chinnakannan Sivasankaran
failed to comply with their obligations under the S Tel Settlement Agreement. BMIC subsequently
commenced proceedings against the Siva Limited and Chinnakannan Sivasankaran in the English High
Court and on 12 June 2014 obtained the judgement for U.S.$212 million, which amount was required to be
paid by 26 June 2014. However, Mr Sivasankaran and Siva Limited failed to comply with the court order.
BMIC filed an application enforcement for the judgement. On 5 August 2014, BMIC obtained a worldwide
freezing order against the assets of Siva Limited and Chinnakannan Sivasankaran. The Court also ordered
Mr Sivasankaran to provide an affidavit to BMIC, on an expedited basis, addressing apparent deficiencies
with the statements of assets he has previously provided. The on-going dispute with Siva Limited and
Chinnakannan Sivasankaran is not expected to have a long term effect on Batelco’s results of operations.

Strategy

Batelco seeks to retain its domestic market share, with a focus on its higher value customers, continue to
enhance its network and services and grow its non-core revenue in response to competitive and regulatory
pressures. Until 2002, Batelco was the sole provider of telecommunications services in Bahrain. Following
the implementation of the law passed on 5 November 2002 permitting competition in the
telecommunications sector in Bahrain, Zain Bahrain B.S.C. (¢) and Saudi Telecommunications Company,
through its “Viva” operations, have commenced mobile telephone operations in Bahrain. The entry into the
Bahrain market of the third player, Viva, has led to the erosion of Batelco’s market share and average revenue
per user, owing to the limited size and high penetration (over 182 per cent. in 2013) of the Bahrain market.
However, Batelco remains the country’s leading telecommunications provider.

Batelco also intends to continue the geographic expansion of its business, focusing on mobile and broadband
services in particular.
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Selected Financial Information

For the six month period ended 30 June 2014, Batelco’s revenues increased by 14.0 per cent. to BD194.6
million (U.S.$517.6 million) from BD170.7 million (U.S.$454.0 million) during the same period in 2013.
The increase was mainly due to the consolidation of the financial statements of the entities acquired from
CWC in the second quarter of 2013. For the six month period ended 30 June 2014, Batelco’s, net profit
increased by 3.2 per cent. to BD29.0 million (U.S.$77.1 million) from BD28.1 million (U.S.$74.7 million)
during the same period in 2013. The increase was mainly due to the consolidation of the financial statements
of the entities acquired from CWC in the second quarter of 2013.

Revenues were BD327.0 million (U.S.$869.7 million), BD304.7 million (U.S.$810.4 million) and BD370.6
million (U.S.$985.6 million) for the years ended 31 December 2011, 2012 and 2013, respectively. Net profit
was BD80.0 million (U.S.$212.8 million), BD60.3 million (U.S.$160.4 million) and BD43.6 million
(U.S.$116.0 million) for the years ended 31 December 2011, 2012 and 2013, respectively.

For the six month period ended 30 June 2014, the net operating income increased by 26.5 per cent. to BD39.1
million (U.S.$104.0 million) from BD30.9 million (U.S.$82.2 million) during the same period in 2013. The
increase was mainly due to the consolidation of the financial statements of the entities acquired from CWC
in the second quarter of 2013. Net operating income was BD88.0 million (U.S.$234.0 million), BD65.4
million (U.S.$173.9 million) and BD62.8 million (U.S.$167.0 million for the years ended 31 December
2011, 2012 and 2013, respectively.

As at 30 June 2014, the total shareholders’ equity decreased by 1.4 per cent. to BD584.8 million
(U.S.$1,553.3 million) from BD593.1 million (U.S.$1,577.4 million) as at 31 December 2013. The total
shareholders’ equity was BD518.7 million (U.S.$1,379.5 million) and BD520.2 million (U.S.$1,383.5
million) as at 31 December 2011 and 2012, respectively. As at 30 June 2014, the debt to equity ratio was
0.31 times (compared to 0.41 times as at 31 December 2013).

As one of the leading telecommunications operators of Bahrain’s high quality, modern telecommunications
system, Batelco is strategic to the long-term economic development of Bahrain.

Batelco is a significant employer in Bahrain. As at 31 December 2013, Batelco had approximately 1,000
employees, of which approximately 90 per cent. were Bahraini nationals.

NBB

Introduction

Established in 1957 as Bahrain’s first locally owned bank, NBB has grown steadily to become one of the
country’s leading providers of retail and commercial banking services. NBB is publicly listed on the Bahrain
Bourse, and as at 30 June 2014 was owned 43.9 per cent. by the public, 11.1 per cent. by SIO and 45.0 per
cent. by Mumtalakat. Mumtalakat’s and SIO’s combined ownership gives the Government a controlling
stake in NBB. Mumtalakat is represented by four directors on NBB’s eleven-member board of directors. As
at 30 June 2014, its market capitalisation was BD715.1 million (U.S.$1,901.9 million).

Business

NBB is principally engaged in providing retail and wholesale commercial banking services, treasury and
investment activities, and investment advisory services. NBB is one of the key players in the domestic
commercial banking market, and has the largest coverage network in Bahrain, consisting of 26 branches and
59 ATMs.

NBB sells various products and services to individuals through Personal Banking. Business Banking
provides products and services to governments, corporations, small and medium enterprises and financial
institutions. Treasury & Investments has the overall responsibility for managing NBB’s liquidity, interest
rate, foreign exchange and market risk. Its activities comprise borrowing and lending in the interbank market,
purchase of treasury bills, proprietary dealing, investments and trading in securities, derivatives, managed
funds and equities in international markets and selling of NBB’s own private label fund to clients.

NBB’s main strategic business units are Personal Banking, Business Banking and Treasury & Investments.
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Strategy

NBB'’s strategy is to achieve sustainable growth through diversification and enhancement of its presence in
active segments of the domestic market, coupled with selective expansion in regional markets. Pursuant to
this strategy, NBB has opened branches in Abu Dhabi and Riyadh with a focus on corporate banking.

Selected Financial Information

For the six month period ended 30 June 2014, NBB’s net income increased by 7.1 per cent. to BD28.7
million (U.S.$76.3 million) from BD26.8 million (U.S.$71.3 million) during the same period in 2013. The
increase was mainly due to steady growth in net interest income and other income. Net income was
BD45.6 million (U.S.$121.3 million), BD47.5 million (U.S.$126.3 million) and BD51.4 million
(U.S.$136.7 million) for the years ended 31 December 2011, 2012 and 2013, respectively.

As at 30 June 2014, non-performing loans increased by 15.9 per cent. to BD77.3 million (U.S.$206 million)
from BD66.7 million (U.S.$177.4 million) as at 31 December 2013. This was mainly due to increase in past
due loans and advances. Non-performing loans were BD18.0 million (U.S.$47.9 million) and
BD69.8 million (U.S.$185.6 million) as at 31 December 2011 and 2012, respectively.

For the six month period ended 30 June 2014, operating income increased by 8.2 per cent. to BD46.1 million
(U.S.$122.6 million) from BD42.6 million (U.S.$113.3 million) during the same period in 2013. This was
mainly due to increase in interest income and other income as well as reduction in interest expense during
the period. Operating income was BD79.9 million (U.S.$212.5 million), BD86.6 million (U.S.$230.3
million) and BD84.7 million (U.S.$225.3 million) for the years ended 31 December 2011, 2012 and 2013,
respectively.

For the six month period ended 30 June 2014, NBB’s net interest income increased by 7.4 per cent. to
BD30.5 million (U.S.$81.1 million) from BD28.4 million (U.S.$75.5 million) during the same period in
2013. This was driven primarily by growth in earning assets and better liability management resulting in a
reduction of funding costs. Net interest income was BD55.4 million (U.S.$147.3 million), BD61.9 million
(U.S.$164.6 million) and BD59.8 million (U.S.$159.0 million) for the years ended 31 December 2011, 2012
and 2013, respectively.

For the six month period ended 30 June 2014, NBB’s other income (which includes commissions and fee
income, profits from sale of investments, gains or losses on fair value as well as dividends income) increased
by 10.0 per cent. to BD15.6 million (U.S.$41.5 million) from BD14.2 million (U.S.$37.8 million) during the
same period in 2013. This was mainly due to growth in core banking activities, higher dividends received on
the investments and increased returns from the associates. Other income was BD24.6 million (U.S.$65.4
million), BD24.7 million (U.S.$65.7 million) and BD24.8 million (U.S.$66.0 million) for the years ended
31 December 2011, 2012 and 2013, respectively.

For the six month period ended 30 June 2014, the operating income generated by the personal banking
segment increased by 5.9 per cent. to BD9.0 million (U.S.$23.9 million) from BD8.5 million (U.S.$22.6
million) during the same period in 2013.

For the six month period ended 30 June 2014, the operating income generated by the business banking
segment decreased by 79.5 per cent. to BD0.8 million (U.S.$2.1 million) from BD3.9 million (U.S.$10.4
million) during the same period in 2013.

For the six month period ended 30 June 2014, the operating income generated by the treasury and investment
segment increased by 28.9 per cent. to BD20.5 million (U.S.$54.5 million) from BD15.9 million (U.S.$42.3
million) during the same period in 2013.

As at 30 June 2014, the total shareholders’ equity increased by 4.1 per cent. to BD378.0 million
(U.S.$1,005.3 million) from BD363.1 million (U.S.$965.7 million) as at 31 December 2013. The total
shareholders’ equity was BD274.7 million (U.S.$730.6 million) and BD318.9 million (U.S.$848.1 million)
as at 31 December 2011 and 2012, respectively.
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As at 30 June 2014, NBB had a provision coverage ratio (calculated as the ratio of total principal provisions
over total non-performing loans) of 45.3 per cent. compared to 49.4 per cent as at 31 December 2013.

As at 31 December 2012, NBB had a provision coverage ratio (calculated as the ratio of total principal
provisions over total non-performing loans) of 39.8 per cent. compared to 104.2 per cent. as at 31 December
2011.

As at 30 June 2014, the Bank’s total assets were BD2,857.7 million (U.S.$7,600.3 million) an increase of
3.9 per cent. compared to BD2,749.2 million (U.S.$7,311.7 million) as at 31 December 2013. The Treasury
Bills portfolio as at 30 June 2014 was BD566.6 million (U.S.$1,506.9 million) a decrease of 0.6 per cent.
compared to BD570.1 million (U.S.$1,516.2 million) as at 31 December 2013. As at 31 December 2013, the
Bank’s total assets were BD2,749.2 million (U.S.$7,311.7 million) an increase of 3.6 per cent. compared to
BD2,654.6 million (U.S.$7,060.1 million) as at 31 December 2012. The Treasury Bills portfolio as at
31 December 2013 was BD570.1 million (U.S.$1,516.2 million) an increase of 50.0 per cent. compared to
BD380.1 million (U.S.$1,010.9 million) as at 31 December 2012.

Liquid assets represented 32.5 per cent. and 30.0 per cent. of total assets as at 30 June 2014 and 31 December
2013, respectively. As at 30 June 2014, customer deposits increased by 4.5 per cent. compared to
31 December 2013.

NBB’s capital adequacy ratio was 31.2 per cent. and 30.8 per cent. as of 31 December 2013 and 30 June
2014, respectively, with Tier 1 ratio at 29.2 per cent. and 25.5 per cent. as of 31 December 2013 and 30 June
2014, respectively. The ratios were calculated in accordance with the Basel II and CBB guidelines. NBB’s
capital adequacy ratio, encompassing credit, operational and market risk, is well above the Basel requirement
of 8 per cent. and also comfortably above the minimum level of 12 per cent. set by the CBB. The main factors
that contribute to NBB’s strong capital adequacy ratio are a relatively high capital base, and the relatively
low risk profile of NBB’s on-balance sheet and off-balance sheet exposures, which includes lower risk
weighted assets, namely loans to governments, public sector undertakings, banks and financial institutions.

NBB is a significant element in Bahrain’s financial services sector. As at 30 June 2014, NBB had 523
employees.

Select Other Investment Holdings

GIC is Mumtalakat’s most significant investment in other investment holdings on the basis of contribution
to Mumtalakat’s portfolio value.

GIC

Introduction

GIC is an investment company incorporated in Kuwait on November 15, 1983 as a Gulf Shareholding
Company. It is equally owned by the governments of the six member states of the GCC: Bahrain, Kuwait,
Oman, Qatar, Saudi Arabia, and the UAE with issued and paid up capital of U.S.$2.1 billion. GIC was
formed to foster economic growth, economic diversification and capital markets development across the
GCC region. Mumtalakat holds Bahrain’s 16.67 per cent. stake in GIC.

Business

GIC successfully invests in strategic projects across a range of industry sectors including financial services,
telecommunications, petrochemicals, metal and electricity. GIC’s clients include governments, quasi-
government institutions, the corporate sector and other major investors who are active in the GCC region.
GIC’s global markets business is a vital component of the business model. The Global Markets Group, which
includes equities, bonds and hybrid securities, focuses on GIC’s asset management business which is
involved in proprietary investments that spread across a range of different asset classes.
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Strategy

From inception, GIC has been the premier development investor for the GCC Region. GIC’s principal
investments activity in particular has made significant contributions to the GCC economies through
development of major power and industrial project initiatives and, during its approximately thirty years
history, has led or participated in initiatives with a total project value in the tens of billions of dollars,
generating employment for thousands of people in the region. GIC has also been an innovator through its
development of GCC financial markets, including the introduction of the first GCC stock and bond mutual
funds.

Selected Financial Information

Revenues were U.S.$344.0 million, U.S.$273.0 million and U.S.$359.0 million for the years ended
31 December 2011, 2012 and 2013, respectively. Profit was U.S.$182.0 million, U.S.$131.0 million and
U.S.$165.0 million for the years ended 31 December 2011, 2012 and 2013, respectively.

Net operating income was U.S.$292.0 million, U.S.$222.0 million and U.S.$302.0 million for the years
ended 31 December 2011, 2012 and 2013, respectively.

The total shareholders’ equity was U.S.$2,405.0 million, U.S.$2,303.0 million and U.S.$2,578.0 million as
at 31 December 2011, 2012 and 2013, respectively.

GIC’s enhanced capital base, combined with improved overall asset quality, and augmented capital adequacy
ratios resulted in a Tier 1 capital ratio of 36.0 per cent. as at 31 December 2013 from 29.5 per cent.as at
31 December 2012.

117



INFORMATION TECHNOLOGY

Mumtalakat’s IT strategy is closely integrated with its overall business strategy. The technology architecture
provides a solid foundation for Mumtalakat to execute its long term growth strategy across its various lines
of businesses. Mumtalakat’s technology is based on a scalable and robust enterprise support system designed
to be fully resilient and secured. Mumtalakat’s IT processes and procedures are adapted from international
best practices in the field of IT service management. Mumtalakat continuously strives to optimise its IT
infrastructure with the goal of achieving the highest possible return on investment in technology.

Mumtalakat’s business continuity implementation policy includes replication of all data to the disaster
recovery site located in Muharraq. Further, once a year Mumtalakat restores all the data from the recovery
site to check the efficiency of its business continuity processes.
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DIRECTORS, MANAGEMENT AND EMPLOYEES

Board of Directors

Members of Mumtalakat’s nine-member Board of Directors (the “Board”) are appointed to four-year terms
by resolution of the EDB, for which His Royal Highness Prince Salman bin Hamad Al Khalifa, the Crown
Prince, serves as Chairman.

The Board of Mumtalakat currently comprises nine directors listed below:

Name Title

H.E. Shaikh Khalid bin Abdulla Al Khalifa Chairman

H.E. Shaikh Ahmed bin Mohammed Al Khalifa Board Member

H.E. Shaikh Mohammed bin Essa Al Khalifa Board Member

H.E. Mr Kamal Ahmed Vice Chairman

H.E. Mr Essam Abdulla Khalaf Board Member

Mr Mahmood Hashim Al Kooheji CEO and Board Member
Dr Essam Abdulla Fakhro Board Member

Dr Samer Al Jishi Board Member

Mr Redha Abdulla Faraj Board Member

The address of each member of the Board is Arcapita Building, 4th Floor, Seaside, Bahrain Bay, P.O. Box
820, Manama, Bahrain. There are no potential conflicts of interest between the private interests or other
duties of the directors listed above and their duties to Mumtalakat.

Detailed below is brief biographical information on the Board members:

H.E. Shaikh Khalid bin Abdulla Al Khalifa

H.E. Shaikh Khalid is the Deputy Prime Minister of Bahrain. Prior to that, he was the Minister of His Royal
Highness the Prime Minister’s Court. He began his career as a roads engineer in the Directorate of Works in
1966. He rose in the organization to become the Director of Public Works Directorate in 1971. From 1975
to 1995, he took the role of Minister of Housing. He was Chairman of the Housing Bank from 1979 to 2002,
and Chairman of the Central Municipal Council between 1987 and 1995. From 2001 to 2002, Shaikh Khalid
served as Minister of Housing and Agriculture. Before that, he was the Minister of Housing, Municipalities
& Environment.

In addition to his role as Chairman of Mumtalakat, Shaikh Khalid is the Chairman of the following
organizations: Hawar Islands Development Committee; Ministerial Committee for Services and
Infrastructure; Civil Service Bureau; Committee for Studying, Building Materials Supply; Committee for
Organizing Tourism in Bahrain.

Shaikh Khalid is also a board member of the Ministerial Committee for Finance and Economy, Bahrain
Economic Development Board, Committee for Revising the Strategic Diagrammatic National Masterplan for
Bahrain, Shaikh Isa Award for Service to Humanity and the Supreme Committee for Information Technology
and Communications.

Shaikh Khalid holds a Bachelor of Science Degree in Civil Engineering from the College of Engineering at
Cairo University.

H.E. Shaikh Ahmed bin Mohammed Al Khalifa

H.E. Shaikh Ahmed has been Minister of Finance for Bahrain since January 2005. From 1989 to 1996,
Shaikh Ahmed was the head of operations for the Bahrain Stock Exchange. In 1997, he became a Director
until 2001, when he was appointed Governor of the Bahrain Monetary Agency.

Shaikh Ahmed is the Chairman of the Future Reserve Generation Council and the World Bank’s
Development Committee.

Shaikh Ahmed is a member of the Board of Governors for the World Bank, the International Monetary Fund,
the International Finance Corporation, the Multilateral Investment Guarantee Agency, the Arab Monetary
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Fund, the Islamic Development Bank, the Arab Fund for Economic & Social Development, the Arab Bank
for Economic Development in Africa, the Arab Investment and Export Credit Guarantee Corporation and the
Arab Authority for Agriculture Investment and Development.

Shaikh Ahmed graduated from St. Edwards University, Austin, Texas with a masters degree in Business
Management.

H.E. Shaikh Mohammed bin Essa Al Khalifa

H.E. Shaikh Mohammed bin Essa Al Khalifa was appointed the role of Political and Economic Adviser to
His Royal Highness the Crown Prince’s Court in 2012. He served as Chief Executive of the Economic
Development Board of Bahrain from 2005-2012 and was responsible for ensuring the continued growth and
stimulation of the Bahraini economy.

Shaikh Mohammed is also deeply involved in the wider economic development of the region, notably
through the World Economic Forum’s Davos and regional fora and chairs, including the Tamkeen, Young
Arab Leaders’ Bahrain chapter, Bahrain Development Bank and Bahrain Polytechnic, and Capital Club,
Bahrain. Shaikh Mohammed is a board member of the Bahrain Association of Banks, the Bahrain Labour
Market Regulatory Authority and the Crown Prince’s International Scholarship Programme.

Shaikh Mohammed graduated from the American University in Washington D.C. with a Bachelor Degree in
Economic Theory and with a Postgraduate Diploma in Business Studies from the London School of
Economics.

H.E. Mr Kamal Ahmed

H.E. Minister Kamal bin Ahmed Mohammed was appointed as Minister of Transport in February 2012. He
is also the Acting Chief Executive Officer of the Bahrain Economic Development Board. Prior to his
appointment as Transport Minister, he was Minister of Cabinet Affairs, and prior to that he was the Chief
Operating Officer of Bahrain Economic Development Board. He began his career as a project engineer in
1994 at Gulf Petrochemical Industries Company, which he left in 2004.

Minister Kamal Ahmed is currently a board member of the Bahrain Economic Development Board, National
Authority for Qualifications & Quality Assurance Authority for Education and Training, Higher Education
Council, and Civil Service Council.

He holds a Bachelor of Science Degree in Civil Engineering from the University of Bahrain and a Master
Degree in International Project Management from Leeds University.

H.E. Mr Essam Abdulla Khalaf

H.E. Minister Essam Bin Abdulla Khalaf holds the position of Minister of Works. Prior to this role, he served
as Assistant Undersecretary for Roads from 2005 until October 2010. He joined the Ministry in 1978 as a
trainee engineer and was appointed as Planning Engineer in 1981. He held several key positions in the
Ministry and was appointed Assistant Undersecretary for Roads and Sewerage in 2002. Additionally, he was
responsible for the Coordination and Monitoring Committee with the Municipal councils.

Mr Essam Bin Abdulla Khalaf is a board member of Hawar Island Development Board, Junior Board in the
Ministry of Justice and Islamic Affairs, Traffic Board, and the Civil Defence Board.

Mr Essam Bin Abdulla Khalaf holds a Bachelor of Science Degree in Civil Engineering from Texas
University at Austin, a Master Degree in Transportation Planning from Virginia Tech and State University
and a Diploma in Advanced Management Administration from University of Bahrain. He is an active
member in many international professional organizations such as International Road Federation and the
Institute of Transportation Engineers, both in the U.S. He is also a graduate member in the Institute of Civil
Engineers in the United Kingdom.

Mr Mahmood Hashim Al Kooheji

Mr Mahmood Al Kooheji is the Chief Executive Officer of Mumtalakat. As the CEO of Mumtalakat, Mr Al
Kooheji oversees the management of the company’s stakes in over 35 commercial enterprises, and the
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growth of its portfolio. He also directs the company’s initiatives to firmly implement the highest standards
of transparency and corporate governance across Mumtalakat and its diverse holdings.

Mr Al Kooheji is actively involved in the management of portfolio companies and sits on the board of Gulf
Air. He is also a board member of McLaren Automotive Limited and McLaren Group Limited. In addition,
he sits on the boards of Durrat Khaleej Al Bahrain Company, the Arab Petroleum Investment Corporation
(“APICORP”), Governors of the Royal College of Surgeons in Ireland, Bahrain.

Mr Al Kooheji served as the Chairman of the Board of Alba from 2008 to 2014. Within this role, he
spearheaded the company’s restructuring in 2009 and the successful listing of 10 per cent. of its shares on
both the London and Bahrain stock exchanges in 2010.

Mr Al Kooheji holds a Bachelor of Science Degree in Mechanical Engineering from Staffordshire
University, and an MBA from the Henley College of Management, Brunel University.

Dr Essam Abdulla Fakhro

Dr Essam Abdulla Fakhro is currently the Deputy Chairman of the National Bank of Bahrain and Chairman
of the Abdulla Yousif Fakhro & Sons Company.

In addition, Dr Fakhro is on the board of directors of several organisations, including Bahrain Cinema
Company, Bahrain Livestock Company and General Trading and Food Processing Company.

Dr Essam holds a Bachelor of Science Degree and a Ph.D. in Mechanical Engineering from London
University.

Dr Samer Al Jishi

Dr Samer Al Jishi is the managing director of BFG International, a multinational company manufacturing
composites based products and systems. From 1990 to 1992, Dr Al Jishi advised the Minister of Industry in
Bahrain on industrial development. He also held a teaching post at the University of Bahrain as guest lecturer
for the department of Physics.

Dr Al Jishi graduated from Rensselaer Polytechnic Institute with a Bachelor of Science in Engineering and
from Princeton University with a Master Degree and a Ph.D. in Electrical Engineering.

Mr Redha Abdulla Faraj

Mr Redha Faraj is the founder of Al Faraj Consulting W.L.L. From 1991 to 2001, Mr Faraj was a partner in
Ernst & Young, Bahrain. He also held the position of Deputy Chief Executive Officer of Arab Shipbuilding
and Repair Yard Company (ASRY). Prior to that, he was the Finance and Account Manager at British
Petroleum (Eastern Agencies) Ltd.

Mr Faraj is a board member of BMMI, Bahrain Development Bank, Almoayyed International Group, Y.K.
Almoayyed & Sons Group, Instrata Capital, Bahrain Chamber for Dispute Resolution, American Mission
Hospital and Eskan Bank.

Mr Faraj is a Chartered Accountant and a Fellow of the Chartered Association of Certified Accountants UK,

one of the first Bahrainis to receive this qualification.

Executive Management

Senior executives of Mumtalakat’s management team include:

Name Title

Mahmood Hashim Al Kooheji Chief Executive Officer
Zulfe Ali Chief Investment Officer
Tony Robinson Chief Financial Officer
Suha Karzoon Chief Operating Officer
Rima Al Masri Head of Legal

The biography of Mahmood Hashim Al Kooheji is provided under “—Board of Directors” above.
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Zulfe Ali

Mr Zulfe Ali joined Mumtalakat in June 2009 and holds the role of Chief Investment Officer. He is
responsible for developing and implementing the global investment strategy for Mumtalakat and ensuring
the long-term growth of Mumtalakat’s investment portfolio.

Prior to holding this role, Mr Ali held the role of Chief Operating Officer with responsibility for overseeing
Mumtalakat’s corporate functions, including Finance, Risk Management, Legal, Information Technology,
and Corporate Finance. Prior to being appointed as the COO, Mr Ali took the role of Vice President
Corporate Finance. His responsibilities have included defining and implementing Mumtalakat’s corporate
finance and funding strategies, as well as managing Mumtalakat’s portfolio of liquid investments.

Mr Ali has over 20 years of experience in the financial services industry in both asset management and
investment banking. Prior to joining Mumtalakat, he worked in the Acquisition and Leveraged Finance group
of JPMorgan in both London and New York. Before that, he worked at Bank of America as a member of the
Institutional Equities team.

Mr Ali holds an MBA from Cornell University’s Johnson School of Management and a Bachelor Degree in
Mathematics from Carleton College in the U.S.

Tony Robinson

Mr Tony Robinson joined Mumtalakat in April 2011 and holds the role of Chief Financial Officer. He is
responsible for overseeing the finance functions of Mumtalakat including financial control, corporate
financial management, treasury activities and management of Mumtalakat’s portfolio of liquid investments.

Prior to holding this role, Mr Robinson held the position of Investment Manager and Coordinator of Direct
Investments at Mumtalakat.

Mr Robinson has over 30 years of finance, accounting, taxation and operations experience in the finance
industry and the accounting profession. Prior to joining Mumtalakat, Mr Robinson worked in the general
insurance industry in a project management role. Before that, he worked at Investcorp Bank in Bahrain
where he held various positions including Group Financial Controller and Chief Internal Auditor over his 14
year career with the bank.

Mr Robinson is a Chartered Accountant holding membership with both the Australian and English institutes
of Chartered Accountants. Mr Robinson holds a Masters of Taxation Degree from Curtin University Perth,
Australia and a Bachelor Degree in Accounting from the Western Australia Institute of Technology.

Suha Karzoon

Ms. Suha Karzoon joined Mumtalakat in September 2014 as Chief Operating Officer. She is responsible for
overseeing Mumtalakat’s corporate functions including Legal, Risk, Human Resources and Administration,
and IT. She is also responsible for corporate governance practices at Mumtalakat, and ensuring compliance
with legal and regulatory requirements where needed.

Prior to joining Mumtalakat, Ms. Karzoon held the role of Vice President, Finance and Support at Tamkeen
(Bahrain Labour Fund), where she was responsible for Tamkeen’s internal operating units. Before being
appointed Vice President at Tamkeen, she held the role of Internal Audit Manager. Formerly, Ms. Karzoon
held different positions at KPMG Bahrain, Qatar, and Texas.

Ms. Karzoon is a Certified Public Accountant, and holds a Bachelor of Science Degree in Accounting from
the University of Bahrain.

Rima Al Masri

Ms. Rima Al Masri heads the Legal Department at Mumtalakat and is responsible for managing and
overseeing Mumtalakat’s legal affairs at both the corporate level and on the investment side of Mumtalakat’s
business.
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Ms. Rima Al Masri joined Mumtalakat in June 2013 as Corporate Secretary and Senior Manager in the Legal
Affairs department. Within this role, she is responsible for ensuring corporate compliance with statutory and
regulatory requirements and the implementation of Board of Directors directives; as well as providing
commercial and corporate legal support and developing risk mitigation strategies.

Ms. Al Masri’s experience in Bahrain has included positions both in private practice as a legal consultant, as
well as leading legal departments of Bahraini companies. Prior to coming to Bahrain, Rima held various
roles in her capacity as legal counsel including litigation solicitor of a specialist legal center in New South
Wales, Australia, where she convened and facilitated law reform submissions and presented them to State
Ministries and Parliament.

Ms. Rima Al Masri holds a Bachelor of Laws and a Graduate Diploma in Legal Practice, both from the
University of Western Sydney. As well as being an Associate of the Chartered Institute of Arbitrators, she is
a solicitor of the Supreme Court of New South Wales, Australia (since 2000) as well as the High Court of
Australia (2011).
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CORPORATE GOVERNANCE

Mumtalakat is committed to developing the highest standards of corporate governance. Responsibility for
adopting these standards rests with the Board of Directors, which recognises the importance of this
responsibility.

Mumtalakat voluntarily complies with Bahrain’s Corporate Governance Code (the “Code”). The Code was
developed in a consultative process involving the Ministry of Industry and Commerce, the CBB and the
National Corporate Governance Committee (a steering committee created under the auspices of the Ministry
of Industry and Commerce composed of public and private sector stakeholders), and became effective in
January 2011. The Code applies to all companies incorporated under Legislative Decree No. 2001 with
respect to promulgating the Bahrain Commercial Companies Law (the “Commercial Companies Law”)
whose shares are listed on the Bahrain Bourse. However, the Code can also function as a model and reference
framework for all other companies, including unlisted Bahraini companies and foreign companies doing
business in Bahrain. The Code is a testament to the Government’s commitment to sound corporate
governance principles and making Bahrain an attractive business environment.

The Code is based upon nine core principles of corporate governance reflecting international best practices,
including in the areas of board evaluation, internal control, remuneration of officers and directors,
shareholder participation and publicly available written corporate governance guidelines. The Code
supplements the Companies Law, but goes beyond the requirements of Companies Law on several points.
Examples include the Code’s recommendations that the chairperson of the board and the CEO should not be
the same person, and that at least 50 per cent. of the members of the board of directors should be non-
executive directors. The Code also calls for companies to operate within a “comply or explain” corporate
governance framework, which means that companies should comply with the recommendations, or give an
explanation in the case of non-compliance.

The corporate governance structure of Mumtalakat is as follows:

Kingdom of Bahrain (Shareholder)

Board of Directors Board of Directors

Board Committees Board Compensation and

Board Risks & Audit Committee

< . g Board Investment Committee
Governance Committee

) Management Executive Management Investment
Management Committees Committee Committee

Board of Directors

Mumtalakat’s Board of Directors is appointed by resolution of the EDB and convenes at least four times a
year. The Board of Directors reviews and approves Mumtalakat’s strategic business plan. The Board also
reviews and approves rules governing investment policy and guidelines for Mumtalakat. The Board of
Directors exercises, through the executive management, all powers necessary for the management of
Mumtalakat, including reviewing and approving:

. the administrative and financial policies necessary to organise Mumtalakat’s business and supervision
of their implementation;

. the organisational structure of Mumtalakat and personnel policies;
. Mumtalakat’s annual budget and audited accounts; and
. periodic reports concerning funding of Mumtalakat’s business and adoption of the necessary decisions

concerning them.
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The Chairman of the Board of Directors is responsible for submitting to Mumtalakat’s shareholder semi-
annual periodic reports about Mumtalakat’s business activities, operations, achievements, difficulties faced
and solutions adopted.

The Board of Directors reviews and approves Mumtalakat’s annual budget and asset allocation strategy.
Within the limitations adopted by the annual budget and asset allocation strategy, Mumtalakat’s Board
Investment Committee must approve any investment and divestment activity exceeding BD25 million
(U.S.$66.5 million).

Investment and divestment transactions below BD25 million (U.S.$66.5 million) can be approved by the
Management Investment Committee, if such activity has been pre-approved by the Board of Directors within
the annual budget and asset allocation strategy.

The management of Mumtalakat is not aware of any potential conflicts of interest between the duties to
Mumtalakat of the members of the Board or management and their private interests or other duties.

Board Compensation and Governance Committee

The Board Compensation and Governance Committee assists the Board in identifying and nominating
individuals to serve as Board sub-committee members; recommends the remuneration and rewards policy for
Mumtalakat and, in particular, for the executive directors and executive management team; supports the
Chairman of the Board in the performance review of the Board and its sub-committees; and establishes
Mumtalakat’s corporate governance framework.

The committee members are appointed by the Board, and comprise three members, all of whom are non-
executive directors.

Board Audit and Risk Committee

The Board Audit and Risk Committee assists the Board in independently ensuring and maintaining oversight
of Mumtalakat’s financial reporting system, internal control and risk management processes, audit functions
and legal and regulatory requirements. The duties and responsibilities of the Board Audit and Risk
Committee include assisting the Board in identifying and managing principal financial and compliance risks;
approving the internal audit plan to be undertaken by KPMG, who conducts internal audits of Mumtalakat;
assessing the independence, accountability and effectiveness of the external auditor; and evaluating the
adequacy and effectiveness of Mumtalakat’s procedures and systems (such as the management reporting
processes) for ensuring compliance with legal and regulatory requirements and internal policies.

This committee meets at least four times per year, and its members are appointed by the Board. The Board
Audit and Risk Committee comprise a minimum of three members, all of whom are independent non-
executive directors.

Board Investment Committee

The Board Investment Committee is a non-executive committee and is independent of senior management
and any executive directors. Its membership includes at least one independent director. Under its charter, the
Board Investment Committee’s members are recommended by the Board Compensation and Governance
Committee and appointed by the Board. The Board Investment Committee meets at least four times per year.

Its duties and responsibilities include reviewing and approving investment and divestment opportunities and
divestments in excess of BD25 million (U.S.$66.5 million); monitoring credit risks and other issues
associated with specific investments; and monitoring potential insider dealing and managing any potential
conflicts of interest identified in relation to prospective or existing investments.

Management Executive Committee

The Management Executive Committee was established by resolution of the Board to assist the Board in
fulfilling its oversight responsibilities in relation to strategy, governance, budget, financing plans,
investments, operations, corporate social responsibility and staff-related matters. In particular, the

125



Management Executive Committee, in conjunction with the Investment Committee, oversees the day-to-day
performance of Mumtalakat’s investments and operations. The Management Executive Committee meets on
a weekly basis or as required to undertake its role effectively or as requested by any member of the senior
management.

Management Investment Committee

The role of the Management Investment Committee is to oversee the investment activities of Mumtalakat in
coordination with the Management Executive Committee. The Management Investment Committee reports
to the Board Investment Committee, and its members, including its chairman, are appointed by the Board
Investment Committee. The Management Investment Committee meets on a weekly basis.
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HUMAN RESOURCES

Mumtalakat recognizes the importance of human capital in achieving its objectives and fulfilling its
commitment to all its stakeholders. Mumtalakat’s human resources policies and procedures have been
developed with this as the underlying principle and are aimed at being consistent, transparent and fair to all
employees. Mumtalakat’s organisation is staffed with approximately 80 employees across the investment and
corporate teams.
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SUMMARY OF THE PRINCIPAL TRANSACTION DOCUMENTS

The following is a summary of certain provisions of the principal Transaction Documents and is qualified in
its entirety by reference to the detailed provisions of the principal Transaction Documents. Copies of the
Transaction Documents will be available for inspection at the offices of the Principal Paying Agent (as
defined in the Conditions). Defined terms used below have the meaning given to them in the Terms and
Conditions and the glossary of defined terms set out below (see “— Defined Terms” ).

Master Assignment Agreement

The Master Assignment Agreement will be entered into on 30 October 2014 between the Trustee (in its
capacity as “Purchaser”) and the Obligor (in its capacity as “Seller”’) and will be governed by Bahraini law.
A Supplemental Assignment Agreement (together with the Master Assignment Agreement and in respect of
a Series, the “Assignment Agreement”) between the same parties will be entered into on the Issue Date of
each Series and will also be governed by the laws of Bahrain.

Pursuant to the Assignment Agreement, the Seller will assign, transfer and convey to the Purchaser, and the
Purchaser will agree to purchase and accept the assignment, transfer and conveyance from the Seller of,
Share Interests relating to certain Shares comprising the Initial Share Portfolio for an amount equal to the
Share Percentage (as defined in the Conditions) of the Issue Proceeds, which will be payable on the Issue
Date of the relevant Series. The Purchaser will use no less than 51 per cent. of the Issue Proceeds of a Series
to purchase such Share Interests pursuant to the Assignment Agreement. To effect such assignment, transfer
and conveyance, the Seller and the Purchaser will enter into a Supplemental Assignment Agreement on the
Issue Date of the relevant Series which will, among other things, describe the Initial Share Portfolio and
specify its Purchase Price.

Pursuant to the Master Assignment Agreement, the Seller and the Purchaser acknowledge (and the Seller
undertakes to ensure) that, notwithstanding any other provision of the Master Assignment Agreement, under
no circumstances shall any assignment, transfer or conveyance of Share Interests as described above:

(a)  be registered or perfected in any way (notwithstanding that such registration or perfection may be
required under applicable law); or

(b)  result in the Purchaser acquiring legal title to the relevant Shares under any applicable law.

Upon the assignment, transfer and conveyance of the Share Interests as described above, the Seller shall be
deemed to have transferred to the Purchaser all of the risks and rewards relating to the relevant Shares,
including, but not limited to: (i) any reduction or depreciation in the Value of such Shares; (ii) the full or
partial loss of capital in an insolvent winding-up of the Relevant Company in which such Shares are issued;
(iii) the insolvency of such Relevant Company; and (iv) any adverse management or corporate action taken
by or relating to such Relevant Company.

Service Agency Agreement

The Service Agency Agreement will be entered into on 30 October 2014 between the Trustee and
Mumtalakat (in its capacity as Service Agent) and will be governed by English law.

Pursuant to the Service Agency Agreement, the Trustee will appoint the Service Agent to manage the Wakala
Portfolio relating to each Series. In particular, the Service Agent, in relation to each Series:

(a) shall ensure that, on the Issue Date of the Series and at all times thereafter, the Value of the Share
Interests relating to the Shares comprised in the Wakala Portfolio shall be equal to no less than 33 per
cent. of the Value of the Wakala Portfolio (the “Share Value Requirement”);

(b) if, at any time, the Share Value Requirement in respect of such Series is not satisfied (a “Share Value
Requirement Breach”), shall promptly give notice (a “Notice of Share Value Requirement
Breach”) to Mumtalakat (in its capacity as Obligor under the Purchase Undertaking) of the
occurrence of such Share Value Requirement Breach giving details thereof. Upon receipt of a
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Substitution Instruction from Mumtalakat (in its capacity as Obligor pursuant to the Purchase
Undertaking) (following delivery of a Notice of Share Value Requirement Breach), the Service Agent
shall, as agent of the Trustee, execute (for and on behalf of the Trustee) or procure that the Trustee
executes a Transfer Agreement in connection with the substitution of the relevant Substituted Shares
and New Shares in accordance with the terms of the Substitution Instruction, provided that the
signatory for Mumtalakat in its capacity as Service Agent is not the same as the signatory for
Mumtalakat in its own capacity and any such substitution shall otherwise be undertaken on the terms
and subject to the conditions of the Service Agency Agreement and the Purchase Undertaking;

shall monitor the activities and financial information of the Relevant Companies in which the Shares
comprised in the Share Portfolio are issued in order to check on an annual basis, in consultation with,
and acting on advice from, its Shariah Adviser whether such Shares satisfy the Eligibility Criteria.;

if, at any time, some or all of the Shares comprised in the Share Portfolio cease to satisfy the
Eligibility Criteria (an “Eligibility Criteria Breach”), shall promptly give notice (a “Notice of
Eligibility Criteria Breach”) to Mumtalakat (in its capacity as Obligor under the Purchase
Undertaking) of the occurrence of such Eligibility Criteria Breach giving details thereof. Upon receipt
of a Substitution Instruction from Mumtalakat (in its capacity as Obligor pursuant to the Purchase
Undertaking) (following delivery of a Notice of Eligibility Criteria Breach in accordance with this
paragraph), the Service Agent shall, as agent of the Trustee, execute (for and on behalf of the Trustee)
or procure that the Trustee executes a Transfer Agreement in connection with the substitution of the
relevant Substituted Shares and New Shares in accordance with the terms of the Substitution
Instruction, provided that the signatory for Mumtalakat in its capacity as Service Agent as agent of
the Trustee is not the same as the signatory for Mumtalakat in its own capacity and any such
substitution shall otherwise be undertaken on the terms and subject to the conditions of this
Agreement and the Purchase Undertaking;

shall do all acts and things (including execution of such documents and issue of notices) as are
necessary to ensure that any substitution of Shares for new Shares as described in paragraphs (b) and
(d) above is valid and effective and appropriately transfers the relevant Share Interests relating to such
New Shares to the Trustee;

shall exercise (or refrain from exercising) all voting rights and take (or refrain from taking) all
corporate actions in relation to the Shares comprised in the Share Portfolio in its absolute discretion
on behalf of the Trustee, provided that such action or exercise of such voting rights is not prejudicial
to the interests of the Certificateholders;

shall discharge or procure the discharge of all obligations to be discharged by the Trustee in respect
of the Wakala Portfolio, it being acknowledged that the Service Agent may appoint one or more agents
to discharge these obligations on its behalf;

it shall pay on behalf of the Trustee any actual costs, expenses, losses and Taxes which would
otherwise be payable by the Trustee as a result of the Trustee’s ownership of the Wakala Portfolio;

it shall use reasonable endeavours to ensure the timely receipt of all Wakala Portfolio Revenues (free
and clear of, and without withholding or deduction for, Taxes), investigate non-payment of Wakala
Portfolio Revenues and generally make all reasonable efforts to collect or enforce the collection of
such Wakala Portfolio Revenues as and when the same shall become due and shall record such Wakala
Portfolio Revenues in the Collection Account (as defined below);

shall maintain the Collection Account and the Reserve Account (as defined below), in each case in
accordance with the Service Agency Agreement;

shall obtain and maintain all necessary authorisations in connection with any of the Shares and its
obligations under or in connection with the Service Agency Agreement;

if, following payment of amounts standing to the credit of the Reserve Account as described in Clause
6.4 of the Service Agency Agreement, a Shortfall Amount remains on any Wakala Distribution
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Determination Date, may provide Shariah-compliant funding to the Trustee to the extent necessary to
ensure that the Trustee receives on each Wakala Distribution Determination Date the Required
Amount payable by it in accordance with the Conditions of the relevant Series on the immediately
following Periodic Distribution Date, by payment of the same into the Transaction Account and on
terms that such funding is repayable (i) in accordance with the provisions of Clause 6.3.1 of the
Service Agency Agreement or (ii) on the relevant Dissolution Date (such funding in relation to a
Series, a “Liquidity Facility”); and

(m) shall carry out any incidental matters relating to any of the above.
The Service Agent also undertakes in the Service Agency Agreement, in relation to each Series, that it shall:

) keep and maintain all documents, books, records and other information reasonably necessary or
advisable for the collection of all amounts due in respect of the Deferred Sale Price and the Shares
comprised in the relevant Share Portfolio (including, without limitation, records adequate to permit
the identification of all amounts received in respect of the Deferred Sale Price and each Share, as the
case may be, and records of all dividends (whether in the form of cash, shares or any other form) and
other distributions accruing to the Trustee (on behalf of the Certificateholders) under the Shares
during each Wakala Distribution Period); and

(i)  except to the extent it is under any duty or obligation to keep such information referred to in paragraph
(i) above confidential, make such documents, books, records and other information available to the
Trustee or such other person as the Trustee may request.

The Service Agent shall perform its duties under the Service Agency Agreement in accordance with all
applicable laws and regulations and with the degree of skill and care that it would exercise in respect of its
own assets.

Mumtalakat shall be entitled to receive a fee for acting as Service Agent which will comprise a fixed fee of
U.S.$100 (the receipt and adequacy of which is acknowledged by the Service Agent under the Service
Agency Agreement) and may also receive incentive payments as described below.

In the Service Agency Agreement, the Trustee and the Service Agent agree, in relation to each Series, that,
provided no Dissolution Event or Potential Dissolution Event has occurred and is continuing, Mumtalakat
may at any time exercise its rights under the Substitution Undertaking to substitute any one or more of the
Shares comprised in the Share Portfolio for new Shares in a Relevant Company, as the Service Agent may
select in accordance with the Substitution Undertaking. The new Shares for these purposes shall satisfy the
Eligibility Criteria and shall be of a Value not less than the Value of the Shares to be substituted and any such
substitution shall otherwise be undertaken on the terms and subject to the conditions of the Service Agency
Agreement and the Substitution Undertaking.

The Service Agent will maintain, in relation to each Series, two book-entry ledger accounts (referred to as
the “Collection Account” and the “Reserve Account”), each of which shall be denominated in the Specified
Currency.

All Wakala Portfolio Revenues relating to a Series will be recorded in the Collection Account.

In relation to each Series, amounts standing to the credit of the Collection Account will be applied by the
Service Agent no later than one Business Day prior to each Wakala Distribution Determination Date in the
following order of priority:

(a) first, in payment into the Transaction Account an amount equal to the Required Amount payable on
the immediately following Periodic Distribution Date;

(b)  second, in repayment to the Service Agent of any amounts advanced by it to the Trustee by way of a
Liquidity Facility;

(c)  third, in repayment to the Service Agent of any Service Agent Liabilities Amounts for the Wakala
Distribution Period ending on the immediately following Wakala Distribution Date and (if applicable)
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any Service Agent Liabilities Amounts for any previous Wakala Distribution Period that remain
unpaid; and

(d)  fourth to the Reserve Account.

If there is a shortfall on a Wakala Distribution Determination Date in relation to a Series between the
amounts standing to the credit of the Transaction Account (after payment into the Transaction Account as set
out above) and the Required Amount payable on the immediately following Periodic Distribution Date,
amounts standing to the credit of the Reserve Account shall be applied towards such shortfall. Following
such application, the Service Agent may also advance amounts to the Trustee by way of a Liquidity Facility
to ensure the Trustee receives the Required Amount on such Periodic Distribution Date to pay the relevant
Periodic Distribution Amount, by paying the amounts so advanced into the Transaction Account on the
Business Day immediately preceding the relevant Periodic Distribution Date. Any Liquidity Facility shall be
provided on terms that it is repayable from Wakala Portfolio Revenues in accordance with paragraph (b)
above or on the Dissolution Date.

The Service Agent will be entitled to deduct amounts standing to the credit of the Reserve Account at any
time during the Wakala Ownership Period and to use such amounts for its own account, provided that such
amounts shall be immediately repaid by it if so required to fund any shortfall as described above.

The Service Agent shall keep detailed records of all movements in the Collection Account for each Series
and, if so requested, provide the Trustee with copies of such records and any other information or details in
relation to the Collection Account as the Trustee may request. Following payment of all amounts due and
payable under the Certificates of a Series on its Dissolution Date, the Service Agent shall be entitled to retain
any amounts that remain standing to the credit of the Reserve Account for that Series for its own account as
an incentive payment for acting as Service Agent.

The Service Agent will agree in the Service Agency Agreement that all payments by it under the Service
Agency Agreement will be made without any deduction or withholding for or on account of Taxes unless
required by law and without set-off or counterclaim of any kind and, if there is any deduction or withholding,
the Service Agent shall pay all additional amounts as will result in the receipt by the Trustee of such net
amounts as would have been received by it if no deduction or withholding had been made. The payment
obligations of the Service Agent under the Service Agency Agreement in relation to a Series will be direct,
unconditional, unsecured and general obligations which rank at least pari passu with all other unsecured,
unsubordinated and general obligations of the Service Agent, present and future.

Purchase Undertaking

The Purchase Undertaking will be executed as a deed on 30 October 2014 by Mumtalakat as obligor and will
be governed by English law.

Mumtalakat will, in relation to each Series, irrevocably undertake in favour of the Trustee and the Delegate
to purchase the Share Interests relating to:

(a)  all of the Shares comprised in the Share Portfolio on the Scheduled Dissolution Date, a Dissolution
Event Redemption Date, an Optional Dissolution Date, each Change of Control Put Date and each
Certificateholder Put Right Date, as the case may be, in each case provided that all Certificates of the
relevant Series are to be redeemed in full on such date;

(b)  aproportion of the Shares comprised in the Share Portfolio on each Change of Control Put Date and
each Certificateholder Put Right Date on which some but not all the Certificates of the relevant Series
are to be redeemed, where such proportion of Shares will be equal to such proportion as is determined
by dividing (i) the aggregate face amount of the Certificates being redeemed pursuant to the Change
of Control Put Right or the Certificateholder Put Right, as the case may be, by (ii) the aggregate face
amount of the Certificates of the relevant Series outstanding immediately prior to such redemption
pursuant to the Change of Control Put Right or the Certificateholder Put Right, as the case may be
(the “Change of Control Shares” or “Certificateholder Put Right Shares”, respectively),
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in each case in consideration for payment by the Obligor of the relevant Exercise Price, Change of Control
Exercise Price or Certificateholder Put Right Exercise Price, as the case may be, by entering into a transfer
agreement.

Pursuant to the Service Agency Agreement, the Service Agent may, from time to time, and shall in certain
circumstances substitute Shares comprised in the Share Portfolio for New Shares as more particularly
described above. To effect such substitution, Mumtalakat shall irrevocably grant the right to the Trustee and
the Delegate to require Mumtalakat to assign, transfer and convey to the Trustee its Share Interests relating
to the relevant new Shares in consideration for the transfer and or conveyance to Mumtalakat of all of the
Trustee’s Share Interests relating to the substituted Shares pursuant to the Purchase Undertaking, provided
that certain conditions are satisfied. Upon receipt of a Notice of Share Value Requirement Breach or a Notice
of Eligibility Criteria Breach pursuant to the Service Agency Agreement, the Obligor shall use its best
endeavours as soon as reasonably practicable thereafter to (i) identify new Shares in a Relevant Company
which satisfy the Eligibility Criteria and which have an aggregate Value such that, immediately after such
substitution, the Share Value Requirement is satisfied in replacement for the Shares in respect of which the
Share Value Requirement Breach or the Eligibility Criteria Breach (as the case may be) has occurred; (ii) as
soon as reasonably practicable following such identification, deliver a Substitution Instruction to the Trustee
in respect of such Shares; and (iii) following delivery of the Substitution Instruction in accordance with (ii)
above, execute a Transfer Agreement in connection with the substitution of the relevant Substituted Shares
and New Shares in accordance with the terms of the Substitution Instruction, provided that for the purposes
of any Transfer Agreement to be entered into as aforesaid, the signatory for Mumtalakat in its capacity as
Service Agent (as agent of the Trustee) is not the same as the signatory for Mumtalakat in its own capacity
and any such substitution shall otherwise be undertaken on the terms and subject to the conditions of the
Service Agency Agreement and the Purchase Undertaking.

Mumtalakat will undertake in the Purchase Undertaking that, if:

(a) the transfer, assignment or conveyance of Share Interests relating to any of the Shares comprised in
the Initial Share Portfolio from Mumtalakat (in its capacity as Seller) to the Trustee under the Master
Assignment Agreement is not valid or effective, or becomes invalid or ineffective, in whole or in part,
in any jurisdiction for any reason (the “Initial Defective Assignment”); or

(b)  the transfer or conveyance of any of the Trustee’s Share Interests relating to:

(i)  the Shares comprised in the Share Portfolio, the Certificateholder Put Right Shares, the Change
of Control Shares or the Substituted Shares pursuant to the exercise (or purported exercise, as
the case may be) of the Purchase Undertaking by the Trustee or the Delegate (as applicable);
or

(i)  the Shares comprised in the Share Portfolio, the Cancellation Shares or the Clean Up Call Right
Shares pursuant to the exercise (or purported exercise, as the case may be) of the Sale
Undertaking by Mumtalakat,

is not valid or effective, or becomes invalid or ineffective, in whole or in part, in any jurisdiction for
any reason, including without limitation by reason of any Initial Defective Sale (a “Subsequent
Defective Sale”),

and as a result of either the Initial Defective Sale or a Subsequent Defective Sale, the Trustee or the Delegate
(as applicable) is unable to realise in full, or does not actually receive in full, the relevant Exercise Price,
Certificateholder Put Right Exercise Price or Change of Control Exercise Price, as the case may be, which
is expressed to be due and payable under the Purchase Undertaking at the relevant time, the Obligor shall:

(A) in respect of the Initial Defective Sale, immediately on demand, make payment to the Trustee or the
Delegate (as applicable) of an amount equal to the Purchase Price by way of restitution; and

(B) inrespect of any Subsequent Defective Sale, immediately on demand, indemnify fully the Trustee or
the Delegate (as applicable) for the relevant Exercise Price, Certificateholder Put Right Exercise Price
or the Change of Control Exercise Price, as the case may be, which is expressed to be due and payable
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under the relevant undertaking at the relevant time (without double counting any amounts actually
received pursuant to paragraph (A) above).

Mumtalakat will agree in the Purchase Undertaking that all payments by it under the Purchase Undertaking
will be made without any deduction or withholding for or on account of tax unless required by law and
without set-off or counterclaim of any kind and, in the event that there is any deduction or withholding,
Mumtalakat shall pay all additional amounts as will result in the receipt by the Trustee of such net amounts
as would have been received by it if no deduction or withholding had been made. The payment obligations
of Mumtalakat under the Purchase Undertaking in relation to a Series will be direct, unconditional,
unsecured and general obligations of Mumtalakat which rank at least pari passu with all other unsecured,
unsubordinated and general obligations of Mumtalakat.

Where the Change of Control Shares or Certificateholder Put Right Shares, as the case may be, would
include a proportion of one Share that is less than the whole of such Share, a Transfer Agreement shall not
be entered into in respect of such proportion of the Share Interests relating to that Share (the “Relevant
Share Interests”) and the transfer to the Obligor of such Relevant Share Interests shall be deferred until such
time as the Exercise Price, the Change of Control Exercise Price or the Certificateholder Put Right Exercise
Price, as the case may be, becomes payable by the Obligor in relation to such Relevant Share Interests in full
(the “Relevant Transfer Date”), and the Trustee shall hold the Relevant Share Interests for the benefit of
the Obligor, until the Relevant Transfer Date.

Sale Undertaking

The Sale Undertaking will be executed as a deed on 30 October 2014 by the Trustee and will be governed
by English law.

Pursuant to the Sale Undertaking, the Trustee will irrevocably grant to Mumtalakat the right:

(a)  on the conditions described in Condition 8(b), to require the Trustee to transfer and convey to
Mumtalakat on the Early Tax Dissolution Date all of the Share Interests relating to the Shares
comprised in the Share Portfolio at the Exercise Price by executing a transfer agreement;

(b)  provided that Optional Dissolution Right is specified as applicable in the relevant Final Terms and
Mumtalakat has exercised the Optional Dissolution Right in accordance with the Conditions, to
require the Trustee to transfer and convey to Mumtalakat on the Optional Dissolution Date all of the
Share Interests relating to the Shares comprised in the Share Portfolio, at the Exercise Price by
executing a transfer agreement;

(c)  provided that 75 per cent. or more in face amount of the Certificates then outstanding have been
redeemed and/or purchased and cancelled pursuant to Condition 8, to require the Trustee to transfer
and convey to Mumtalakat on the Clean Up Call Right Dissolution Date all of the Share Interests
relating to a proportion of the Shares comprised in the Share Portfolio equal to such proportion as is
determined by dividing (i) the aggregate face amount of Certificates being redeemed pursuant to the
Obligor Clean Up Call Right by (ii) the aggregate face amount of the Certificates of the relevant Series
outstanding immediately prior to such redemption pursuant to the Obligor Clean Up Call Right (the
“Clean Up Call Right Shares”) at the Clean Up Call Right Exercise Price by executing a transfer
agreement; and

(d) if and to the extent that any Certificates have been purchased and are to be cancelled pursuant to
Conditions 8(h) and 8(i), to require the Trustee to transfer and convey to Mumtalakat on the
Cancellation Date all of the Share Interests relating to a proportion of the Shares comprised in the
Share Portfolio equal to such proportion as is determined by dividing (i) the aggregate face amount of
Certificates to be cancelled by (ii) the aggregate face amount of the Certificates of the relevant Series
then outstanding (the “Cancellation Shares”) by executing a transfer agreement.

Where the Cancellation Shares or Clean Up Call Right Shares, as the case may be, would include a
proportion of one Share that is less than the whole of such Share, a Transfer Agreement shall not be entered
into in respect of such proportion of the Share Interests relating to that Share (the “Relevant Share
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Interests”) and the transfer to Mumtalakat of such Relevant Share Interests shall be deferred until such time
as the Exercise Price or the Clean Up Put Right Exercise Price, as the case may be, becomes payable by
Mumtalakat in relation to such Relevant Share Interests in full (the “Relevant Transfer Date”) and the
Trustee shall hold the Relevant Share Interests for the benefit of Mumtalakat, until the Relevant Transfer
Date.

Substitution Undertaking

The Substitution Undertaking will be executed as a deed on 30 October 2014 by the Trustee and will be
governed by English law.

Pursuant to the Substitution Undertaking, the Trustee will grant to Mumtalakat the right to require the
Trustee to transfer and convey all of its Share Interests relating to certain Shares comprised in the relevant
Share Portfolio to Mumtalakat in exchange for Mumtalakat assigning, transferring and conveying to the
Trustee its Share Interests relating to certain new Shares on an “as is” basis but free from any Encumbrance
(without any warranty express or implied as to condition, fitness for purpose, suitability for use or otherwise
and if any warranty is implied by law, it shall be excluded to the fullest extent permitted by law), and
otherwise on the terms and subject to the conditions of the Substitution Undertaking, provided that certain
conditions are satisfied including that the new Shares are of a Value which (i) is equal to or greater than the
Value of the substituted Shares and (ii) when aggregated with the Value of any Shares not replaced or
substituted, satisfies the Share Value Requirement. The substitution of the substituted Shares for the new
Shares will become effective on the date specified in the substitution notice to be delivered by Mumtalakat
in accordance with the Substitution Undertaking, by the Trustee and Mumtalakat entering into a transfer
agreement. Each transfer agreement will (i) effect the transfer of Share Interests relating to the substituted
Shares from the Trustee to Mumtalakat and (ii) effect the transfer of Share Interests relating to the new
Shares from Mumtalakat to the Trustee.

The new Shares and any Shares not replaced on the Substitution Date will constitute the Share Portfolio for
the relevant Series for the purposes of the Service Agency Agreement.

Master Murabaha Agreement

The Master Murabaha Agreement will be entered into on 30 October 2014 between the Trustee (in its
capacity as Seller) and Mumtalakat (in its capacity as the “Buyer”) and will be governed by English law.

In connection with each Series of Certificates, the Trustee shall enter into a Commodity Murabaha
Investment with the Buyer using no more than 49 per cent. of the issue proceeds of the Series.

Pursuant to the Master Murabaha Agreement, the Seller agrees and undertakes that, on receipt of a purchase
order from the Buyer, the Seller shall on the Issue Date for the relevant Series and on the terms set out in the
purchase order enter into purchase transactions no later than the Issue Date with commodity suppliers to
purchase Commodities at the Commodity Purchase Price. Following the purchase of the Commodities by the
Seller, and provided that the Seller has acquired title to, and actual or constructive possession of, the
Commodities, the Seller shall deliver to the Buyer no later than the Issue Date a letter of offer and acceptance
indicating the Seller’s acceptance of the terms of the purchase order made by the Buyer and detailing the
terms of the offer for the sale of the Commodities to the Buyer from the Seller no later than the Issue Date.

Pursuant to the Master Murabaha Agreement, the Buyer irrevocably and unconditionally undertakes to
accept the terms of, countersign and deliver to the Seller any letter of offer and acceptance delivered to it in
accordance with the Master Murabaha Agreement and (as a result of the Seller having acted on the request
of the Buyer set out in the purchase order) purchase the Commodities acquired by the Seller for the Deferred
Sale Price (to be paid in the currency and amounts and on the dates as specified in the relevant Letter of Offer
and Acceptance).

As soon as the Buyer has countersigned the letter of offer and acceptance, a Murabaha Contract shall be
created between the Seller and the Buyer upon the terms of the letter of offer and acceptance and
incorporating the terms and conditions set out in the Master Murabaha Agreement, and ownership of and all
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risks in and to the relevant Commodities shall immediately pass to and be vested in the Buyer, together with
all rights and obligations relating thereto.

The Master Declaration of Trust, as supplemented by each Supplemental Declaration of Trust.

The Master Declaration of Trust will be entered into on 30 October 2014 between the Trustee, the Obligor
and the Delegate and will be governed by English law. A Supplemental Declaration of Trust between the
same parties will be entered into on the Issue Date of each Series of Certificates and will also be governed
by English law.

Upon issue of a Series of Certificates, the Master Declaration of Trust and the relevant Supplemental
Declaration of Trust shall together constitute the trust over the relevant Trust Assets declared by the Trustee
in relation to such Series (the Master Declaration of Trust as supplemented by the relevant Supplemental
Declaration of Trust for each Series being referred to herein as the “Declaration of Trust”).

The Trust Assets in respect of each Series of Certificates shall comprise:

(a)  the cash proceeds of the issue of Certificates, pending application thereof in accordance with the terms
of the Transaction Documents;

(b) the rights, title, interest, benefits and entitlements, present and future of the Trustee in, to and under
the Wakala Portfolio;

(c) the rights, title, interest, benefits and entitlements, present and future of the Trustee in, to and under
the Transaction Documents (other than in relation to the Excluded Representations (as defined in the
Conditions) and the covenant given to the Trustee pursuant to Clause 17.1 of the Master Declaration
of Trust);

(d)  all moneys standing to the credit of the Transaction Account from time to time; and
(e)  all proceeds of (a) to (e) above.

Pursuant to the relevant Declaration of Trust, the Trustee will, in relation to each Series of Certificates,
amongst other things (i) hold the relevant Trust Assets on trust absolutely for the holders of the Certificates
as beneficiaries pro rata according to the face amount of Certificates of that Series held by each
Certificateholder; and (ii) act as trustee in respect of the Trust Assets, distribute the income from the Trust
Assets and perform its duties in accordance with the provisions of the relevant Declaration of Trust.

Pursuant to the Master Declaration of Trust, the Trustee will irrevocably and unconditionally appoint the
Delegate to be its attorney and in its name, on its behalf and as its act and deed to:

(a)  execute, deliver and perfect all documents, and

(b)  exercise all of the present and future powers (including the power to sub-delegate), trusts, authorities
(including, but not limited to, the authority to request directions from any Certificateholders and the
power to make any determinations to be made under the Transaction Documents) and discretions
vested in the Trustee by the Declaration of Trust and the Certificates,

that the Delegate may consider to be necessary or desirable in order to, upon the occurrence of a Dissolution
Event or a Potential Dissolution Event, and subject to its being indemnified and/or secured and/or pre-funded
to its satisfaction, (i) exercise all of the rights of the Trustee under the Purchase Undertaking and any of the
other Transaction Documents and (ii) make such distributions from the Trust Assets as the Trustee is bound
to make in accordance with the Conditions and the Declaration of Trust (together the “Delegation” of the
“Relevant Powers”), provided that (i) no obligations, duties, liabilities or covenants of the Trustee pursuant
to the Declaration of Trust or any other Transaction Document shall be imposed on the Delegate by virtue
of the Delegation); (ii) in no circumstances will such Delegation of the Relevant Powers result in the
Delegate holding on trust the Trust Assets; and (iii) such Delegation of the Relevant Powers shall not include
any duty, power, trust, right, authority or discretion to dissolve the trusts constituted by the Declaration of
Trust following the occurrence of a Dissolution Event or Potential Dissolution Event or to determine the
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remuneration of the Delegate. The Trustee will undertake in the Master Declaration of Trust to ratify and
confirm all things done and all documents executed by the Delegate in the exercise of all or any of its powers
pursuant to the Delegation.

The Delegation is to be made by the Trustee to the Delegate for the benefit of the Delegate and the
Certificateholders, subject to the terms of the Conditions and the Declaration of Trust. Each of the Obligor
and the Trustee will confirm in the Master Declaration of Trust that the Delegate may consult with or request
and rely on (without liability to any person for so doing) the advice of any lawyer, valuer, banker, broker,
accountant or other expert in exercising the rights, powers or actions delegated to it under the Master
Declaration of Trust.

In addition to the Delegation of the Relevant Powers, certain powers under the Master Declaration of Trust
will be vested solely in the Delegate, including, amongst other things, the power to call and conduct meetings
at the request of Certificateholders, to waive or authorise a breach of an obligation or determine that a
Dissolution Event or Potential Dissolution Event shall not be treated as such, and the power to consent to
certain types of amendments to any Transaction Document or the memorandum and articles of association
of the Trustee, in each case as more particularly described in the Master Declaration of Trust.

Pursuant to the Master Declaration of Trust, Mumtalakat will agree to pay certain fees and expenses incurred
by the Trustee and/or the Delegate and will grant certain indemnities in favour of the Trustee and the
Delegate in respect of any liabilities incurred in connection with their involvement in the Programme.

The Master Declaration of Trust will specify that the rights of recourse in respect of Certificates shall be
limited to the amounts from time to time available and comprising the relevant Trust Assets of that Series.
The Certificateholders have no claim or recourse against the Trustee to the extent the Trust Assets have been
exhausted following which all obligations of the Trustee shall be extinguished.

A non-interest bearing Transaction Account will be established in respect of each Series of Certificates.
Monies received in the Transaction Account in respect of each Series will, inter alia, comprise Wakala
Portfolio Revenues (see “Summary of the Principal Transaction Documents — Service Agency Agreement”
and “Summary of the Principal Transaction Documents — Master Murabaha Agreement”). The Master
Declaration of Trust provides that all monies credited to the Transaction Account in respect of each Series
will be applied in the order of priority set out in Condition 5(b).

Agency Agreement

The Agency Agreement will be entered into on 30 October 2014 in relation to the Certificates between,
amongst others, the Trustee, Mumtalakat, the Delegate, the Principal Paying Agent and the Registrar. The
Agency Agreement will govern the arrangements between the Trustee and the agents named therein for the
issuance of Certificates and the making of payments in respect thereof. The Agency Agreement will be
governed by English law.

Defined Terms

“Business Day” means, in respect of each Certificate, (i) a day other than a Saturday or Sunday on which
Euroclear and Clearstream, Luxembourg are operating; (ii) a day on which banks and foreign exchange
markets are open for general business in the city of the Principal Paying Agent’s specified office; and (iii) (if
a payment is to be made on that day) a day on which banks and foreign exchange markets are open for
general business in the principal financial centre for the Specified Currency or, in the case of euro, a day on
which the TARGET System is operating;

“Certificateholder Put Right Exercise Price” means, in relation to each Series:
(a)  the aggregate Value of the Certificateholder Put Right Shares; plus

(b) if all of the Certificates of a Series are being redeemed, an amount equal to the Outstanding Liquidity
Amount (if any); plus
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(c)  without duplication or double counting, an amount representing any amounts payable by Mumtalakat
Sukuk Holding Company (in any capacity) under the Transaction Documents (including but not
limited to costs and expenses due but unpaid to the Delegate and any unpaid Service Agent Liabilities
Amounts); plus

(d)  any other amounts payable in relation to the Certificates being redeemed on the exercise of the
Certificateholder Put Right as specified in the applicable Final Terms;

“Change of Control Exercise Price” means, in relation to each Series:
(a)  the aggregate Value of the Change of Control Shares; plus

(b) if all of the Certificates of a Series are being redeemed, an amount equal to the Outstanding Liquidity
Amount (if any); plus

(c)  without duplication or double counting, an amount representing any amounts payable by Mumtalakat
Sukuk Holding Company (in any capacity) under the Transaction Documents (including but not
limited to costs and expenses due but unpaid to the Delegate and any unpaid Service Agent Liabilities
Amounts); plus

(d)  any other amounts payable in relation to the Certificates being redeemed on the exercise of the Change
of Control Put Right as specified in the applicable Final Terms;

“Commodities” means the Shariah-compliant commodities (excluding currencies, gold and silver, that are
each used as a medium of exchange) which are identified in the Purchase Order and Letter of Offer and
Acceptance in connection with any Series;

“Commodity Buyer” means a person other than the Commodity Supplier to whom the Buyer sells
Commodities;

“Commodity Murabaha Investment” means, in relation to each Series, the sale of Commodities by the
Seller to the Buyer, initially purchased by the Seller using no more than 49 per cent. of the proceeds of the
issue of the Certificates of such Series, pursuant to the Master Murabaha Agreement and having the terms
set out in the relevant Murabaha Contract;

“Commodity Supplier” means a person other than the Commodity Buyer from whom the Seller purchases
the Commodities;

“Deferred Sale Price” means, in relation to a Murabaha Contract, the amount specified as such in the Letter
of Offer and Acceptance;

the “Eligibility Criteria” in respect of any Shares shall be satisfied if:

(a)  the core business activities of the Relevant Company in which the Shares are issued comply with the
principles of Shariah and, in particular, the Relevant Company does not undertake core business
activities or core investments in the following industry sectors:

1) conventional finance;
(ii)  conventional insurance;
(iii)  alcohol,

(iv) pork-related products and production, packaging and processing of food that is prohibited
under Shariah or any other activities related to pork and food that is prohibited under Shariah;

(v) advertising and media (excluding media and advertising companies generating revenues in
excess of sixty-five per cent. (65%) of total income from the GCC countries, newspapers, news
channels and sports channels);

(vi) tobacco;
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(b)

(c)
(d)

(vii) cloning;

(viii)) gambling;

(ix)  pornography; and

(x)  trading of gold and silver as cash on deferred basis.

in relation to the Relevant Company in which the Shares are issued:

) its total conventional finance debt obligations are less than thirty-three per cent. (33%) of, if
the Relevant Company’s Shares are unlisted, its total assets or, if the Relevant Company’s
Shares are listed, its average market capitalisation over the past 36 months (in each case, as
specified in its most recent set of audited financial statements) (for the avoidance of doubt, this
ratio excludes the Islamic finance debt obligations of the company);

(i)  its total cash plus interest bearing investments and deposits are less than thirty-three per cent.
(33%) of, if the Relevant Company’s Shares are unlisted, its total assets or, if the Relevant
Company’s Shares are listed, its average market capitalisation over the past 36 months (in each
case, as specified in its most recent set of audited financial statements);

(iii)  its accounts receivables are less than forty-nine per cent. (49%) of, if the Relevant Company’s
Shares are unlisted, its total assets or, if the Relevant Company’s Shares are listed, its average
market capitalisation over the past 36 months (in each case, as specified in its most recent set
of audited financial statements); and

(iv) its total revenue per annum from non-permissible income (other than interest income) that does
not comply with Shariah does not exceed more than five per cent. (5%) of its total revenues per
annum (as specified in its most recent set of audited financial statements);

the Shares are fully paid; and

all Taxes and other outstanding monetary obligations due and payable in respect of the Shares have
been paid in full;

“Encumbrance” means any lien, pledge, mortgage, security interest, deed of trust, assignment charge or
other encumbrance or arrangement having a similar effect;

“Exercise Price” means, in relation to each Series:

(a)
(b)
(©

(d)

the Value of the Share Portfolio; plus
an amount equal to the Outstanding Liquidity Amount (if any); plus

without duplication or double counting, an amount representing any amounts payable by Mumtalakat
Sukuk Holding Company (in any capacity) under the Transaction Documents (including but not
limited to costs and expenses due but unpaid to the Delegate and any unpaid Service Agent Liabilities
Amounts); plus

any other amounts payable on redemption of the Certificates as specified in the applicable Final Terms
(including, if applicable, any Make-Whole Dissolution Amount);

“Initial Share Portfolio” means, in relation to a Series, the Shares described in the relevant Supplemental
Assignment Agreement;

“Letter of Offer and Acceptance” means the letter to be delivered by the Seller to the Buyer substantially
in the form set out in Schedule 2 of the Master Murabaha Agreement;

“New Shares” means, in respect of the exercise of the right granted under sub-Clause 2.1.5 of the Purchase
Undertaking, the Shares specified as such in the relevant Substitution Instruction;
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“Outstanding Liquidity Amount” means the amount (if any) of funding provided under a liquidity facility
pursuant to the terms of the Service Agency Agreement and which has not been repaid in accordance with
the provisions of the Service Agency Agreement;

“Purchase Price” means the purchase price payable by the Purchaser in respect of any Share Interests which
are the subject of a Supplemental Assignment Agreement, as set out therein;

“Relevant Company” means a member of the Group which is incorporated in Bahrain;

“Service Agent Liabilities Amount” means, in relation to each Series, the amount of any claims, losses,
costs and expenses properly incurred or suffered by the Service Agent or other payments made by the Service
Agent on behalf of the Trustee, in each case in providing the Wakala Services during a Wakala Distribution
Period, but does not include any amount due to the Service Agent under the Service Agency Agreement in
respect of any Liquidity Facility;

“Share Interests” means, with respect to any Shares that satisfy the Eligibility Criteria and are the subject
of a Supplemental Assignment Agreement, all of the Seller’s interests, rights, benefits and entitlements
(excluding legal title) in, to and under such Shares including, but not limited to, the right to receive any
payments or other distributions made in respect of the Shares, the benefit of any appreciation in the Value of
the Shares and the right to exercise all voting rights attached to the Shares;

“Shares” means shares in one or more Relevant Companies and “Share” shall be construed accordingly;

“Share Portfolio” means, in relation to each Series (i) the Initial Share Portfolio relating to that Series, (ii)
from the time of any substitution of Shares in accordance with the Service Agency Agreement, the Purchase
Undertaking or the Substitution Undertaking, shall include the new Shares so substituted and shall cease to
include the substituted Shares, (iii) from the time of any other transfer or conveyance of Share Interests
relating to Shares from the Trustee to Mumtalakat in accordance with the Sale Undertaking or purchase of
Share Interests relating to Shares by Mumtalakat from the Trustee pursuant to the Purchase Undertaking,
shall cease to include the Shares so transferred, conveyed or purchased;

“Share Value Requirement” has the meaning given to it in sub-Clause 4.1.1 of the Service Agency
Agreement;

“Shariah Adviser” means any reputable independent Shariah adviser(s) as may be appointed by Mumtalakat
for such purpose in connection with a Series;

“Shortfall Amount” has the meaning given to it in sub-Clause 6.4.1 of the Service Agency Agreement;

“Substituted Shares” means, in respect of the exercise of the right granted under sub-Clause 2.1.5 of the
Purchase Undertaking, the Shares specified as such in the relevant Substitution Instruction;

“Substitution Instruction” means a substitution instruction in or substantially in the form set out in
Schedule 3 to the Purchase Undertaking;

“Supplemental Assignment Agreement” means, in respect of a Series, an agreement substantially in the
form set out in the Schedule to the Master Assignment Agreement;

“Taxes” means any tax, levy, impost, duty or other charge or withholding of a similar nature;

“Value” means, on any date, the amount in the Specified Currency determined by the Service Agent on the
relevant date as being equal to:

(a)  in respect of a Wakala Portfolio, the aggregate of (i) the Value of each Share in the Share Portfolio
which Value shall be equivalent to the Share Interests relating to each such Share and (ii) the Value of
the Commodity Murabaha Investment;

(b)  in respect of any Shares or the Share Interests relating to any Shares or new Shares in a Share
Portfolio:
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(1) if such Shares or, as the case may be, new Shares are listed on a stock exchange on the relevant
date, the market value of the Shares or, as the case may be, the new Shares; and/or

(i)  if such Shares or, as the case may be, new Shares are not listed on any stock exchange on the
relevant date, the book value of the Shares or, as the case may be, the new Shares determined
by reference to the most recent audited consolidated financial statements of the Relevant
Company; and

in respect of a Commodity Murabaha Investment, the aggregate of all outstanding amounts of the
relevant Deferred Sale Price and any other outstanding amounts payable in respect of such
Commodity Murabaha Investment on or after the relevant date;

“Wakala Distribution Date” means, in relation to a Series, each Periodic Distribution Date;

“Wakala Distribution Determination Date” means, in relation to a Series, the Business Day immediately
preceding each Wakala Distribution Date;

“Wakala Distribution Period” means, in relation to a Series, the period beginning on (and including) the
Issue Date and ending on (but excluding) the first Wakala Distribution Date and each successive period
beginning on (and including) a Wakala Distribution Date and ending on (but excluding) the next succeeding
Wakala Distribution Date;

“Wakala Ownership Period” means, in relation to each Series, the period commencing on the Issue Date
and ending on the date on which all of the Certificates of that Series are redeemed in full;

“Wakala Portfolio” means, in relation to each Series, the Share Interests relating to the Shares comprised
in the Share Portfolio and the Commodity Murabaha Investment for such Series and all other rights arising
under or with respect to the Share Portfolio and the Commodity Murabaha Investment (including the right
to receive payment of the Deferred Sale Price and any other amounts or distributions due in connection with
the relevant Share Interests and Commodity Murabaha Investment); and

“Wakala Portfolio Revenues” means, in relation to a Series, all revenues in respect of the Wakala Portfolio
including (i) any amounts of Deferred Sale Price to be paid in respect of the Commodity Murabaha
Investment and (ii) any dividend or distribution amounts paid in respect of the Share Portfolio.
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TAXATION

The following is a general description of certain Cayman Island, Bahraini and European Union tax
considerations relating to the Certificates. It does not purport to be a complete analysis of all tax
considerations relating to the Certificates, whether in those jurisdictions or elsewhere. Prospective
purchasers of Certificates should consult their own tax advisers as to which countries’ tax laws could be
relevant to acquiring, holding and disposing of Certificates and receiving payments under the Certificates
and the consequences of such actions under the tax laws of those countries. This summary is based upon the
law as in effect on the date of this Base Prospectus and is subject to any change in law that may take effect
after such date.

Cayman Islands

The following is a discussion on certain Cayman Islands income tax consequences of an investment in the
Certificates. The discussion is a general summary of present law, which is subject to prospective and
retroactive change. It is not intended as tax advice, does not consider any investor’s particular
circumstances, and does not consider tax consequences other than those arising under Cayman Islands law.

Under existing Cayman Islands laws, payments on the Certificates will not be subject to taxation in the
Cayman Islands and no withholding will be required on the payments to any holder of the Certificates, nor
will gains derived from the disposal of the Certificates be subject to Cayman Islands income or corporation
tax. The Cayman Islands currently have no income, corporation or capital gains tax and no estate duty,
inheritance or gift tax.

The Trustee has obtained an undertaking from the Governor in Cabinet of the Cayman Islands, pursuant to
the Tax Concessions Law (1999 Revision) of the Cayman Islands, that for a period of 20 years from the date
of grant of that undertaking no law which is enacted in the Cayman Islands imposing any tax to be levied on
profits, income, gains or appreciations shall apply to the Trustee or its operations and, in addition, that no
tax to be levied on profits, income, gains or appreciations or which is in the nature of estate duty or
inheritance tax shall be payable on or in respect of the shares, debentures or other obligations (which
includes the Certificates) of the Trustee or by way of the withholding in whole or part of any relevant
payment as defined in section 6(3) of the Tax Concessions Law (1999 Revision). No capital or stamp duties
are levied in the Cayman Islands on the issue, transfer or redemption of Certificates. However, an instrument
transferring title to such Certificates, if brought to or executed in the Cayman Islands, would be subject to
Cayman Islands stamp duty. An annual registration fee is payable by the Trustee to the Cayman Islands
Registrar of Companies which is calculated by reference to the nominal amount of its authorised capital. At
current rates, this annual registration fee is approximately U.S.$855. The foregoing is based on current law
and practice in the Cayman Islands and this is subject to change therein.

Bahrain

As at the date of this Base Prospectus, there are no taxes payable with respect to income, withholding or
capital gains under existing Bahraini laws. Corporate income tax is only levied on oil, gas and petroleum
companies at a flat rate of 46 per cent. This tax is applicable to any oil company conducting business activity
of any kind in Bahrain, including oil production, refining and exploration, regardless of the company’s place
of incorporation.

There are no currency or exchange control restrictions currently in force under Bahraini law and the free
transfer of currency into and out of Bahrain is permitted, subject to any anti-money laundering regulations
and international regulations in force from time to time.

Under existing Bahraini laws, payments under the Certificates will not be subject to taxation in Bahrain, no
withholding will be required on such payments to any holder of Certificates and gains derived from the sale
of Certificates will not be subject to Bahraini income, withholding or capital gains tax. In the event of the
imposition of any such withholding, the Obligor has undertaken to gross-up any payments subject to such
withholding, as described under Condition 10.
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EU Directive on the Taxation of Savings Income

The Savings Directive requires EU Member States to provide to the tax authorities of other EU Member
States details of certain payments of interest and other similar income paid or secured by a person established
within its jurisdiction to (or for the benefit of) an individual resident, or certain other types of entity
established, in that other EU Member State, except that Austria and Luxembourg will instead impose a
withholding system for a transitional period (subject to a procedure whereby, on meeting certain conditions,
the beneficial owner of the interest or other income may request that no tax be withheld) unless during such
period they elect otherwise. The Luxembourg government has announced its intention to elect out of the
withholding system in favour of an automatic exchange of information with effect from 1 January 2015.

A number of other countries and territories including Switzerland have adopted similar measures to the
Savings Directive. The precise scope of what constitutes interest or similar income for the purposes of the
Savings Directive is unclear and accordingly it is possible that certain payments which are made in respect
of the Certificates (such as the Periodic Distribution Amounts) could be within the scope of the Savings
Directive.

On 24 March 2014, the Council of the European Union adopted the Amending Directive which will, when
implemented, amend and broaden the scope of the requirements of the Savings Directive described above.
The Amending Directive will expand the range of payments covered by the Savings Directive, in particular
to include additional types of income payable on securities, and the circumstances in which payments must
be reported or paid subject to withholding. For example, payments made to (or for the benefit of) (i) an entity
or legal arrangement effectively managed in an EU Member State that is not subject to effective taxation; or
(ii) a person, entity or legal arrangement established or effectively managed outside of the EU (and outside
any third country or territory that has adopted similar measures to the Savings Directive) which indirectly
benefit an individual resident in an EU Member State, may fall within the scope of the Savings Directive, as
amended. The Amending Directive requires EU Member States to adopt national legislation necessary to
comply with it by 1 January 2016, which legislation must apply from 1 January 2017.

Investors who are in any doubt as to their position should consult their professional advisers.

The Proposed Financial Transactions Tax (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Commission’s Proposal”) for
a Directive for acommon FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria, Portugal,
Slovenia and Slovakia (the “participating Member States”).

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings in
Certificates (including secondary market transactions) in certain circumstances. The issuance and
subscription of Certificates should, however, be exempt.

Under the Commission’s Proposal the FTT could apply in certain circumstances to persons both within and
outside of the participating Member States. Generally, it would apply to certain dealings in Certificates
where at least one party is a financial institution, and at least one party is established in a participating
Member State. A financial institution may be, or be deemed to be, “established” in a participating Member
State in a broad range of circumstances, including (i) by transacting with a person established in a
participating Member State; or (ii) where the financial instrument which is subject to the dealings is issued
in a participating Member State.

A joint statement issued in May 2014 by the participating Member States (other than Slovenia) indicated an
intention to implement the FTT progressively, such that it would initially apply to transactions involving
shares and certain derivatives, with this initial implementation occurring by 1 January 2016. However, full
details are not available. The FTT, as initially implemented on this basis, may not apply to dealings in the
Certificates.

The proposed FTT remains subject to negotiation between the participating Member States and the timing
remains unclear. Additional Member States may decide to participate. Prospective holders of Certificates are
advised to seek their own professional advice in relation to the FTT.
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Foreign Account Tax Compliance Act

Sections 1471 through 1474 of the U.S. Internal Revenue Code of 1986 (“FATCA”) impose a new reporting
regime and potentially a 30 per cent. withholding tax with respect to certain payments to (i) any non-U.S.
financial institution (a “foreign financial institution”, or “FFI” (as defined by FATCA)) that does not
become a “Participating FFI” by entering into an agreement with the U.S. Internal Revenue Service
(“IRS”) to provide the IRS with certain information in respect of its account holders and investors or is not
otherwise exempt from or in deemed compliance with FATCA; and (ii) any investor (unless otherwise
exempt from FATCA) that does not provide information sufficient to determine whether the investor is a U.S.
person or should otherwise be treated as holding a “United States Account” of the Trustee (a “Recalcitrant
Holder”). The Trustee may be classified as an FFI.

The new withholding regime began to be phased in from 1 July 2014 for payments from sources within the
United States and will apply to “foreign passthru payments” (a term not yet defined) no earlier than 1 January
2017. This withholding would potentially apply to payments in respect of (i) any Certificates characterised
as debt (or which are not otherwise characterised as equity and have a fixed term) for U.S. federal tax
purposes that are issued on or after the “grandfathering date”, which is the later of (a) 1 July 2014; and (b)
the date that is six months after the date on which final U.S. Treasury regulations defining the term foreign
passthru payment are filed with the Federal Register, or which are materially modified on or after the
grandfathering date; and (ii) any Certificates characterised as equity or which do not have a fixed term for
U.S. federal tax purposes, whenever issued.

The United States and a number of other jurisdictions have announced their intention to negotiate and the
United States has recently concluded several intergovernmental agreements to facilitate the implementation
of FATCA (each, an “IGA”). Pursuant to FATCA and the “Model 1” and “Model 2” IGAs released by the
United States, an FFI in an IGA signatory country could be treated as a “Reporting FI” not subject to
withholding under FATCA on any payments it receives. Further, an FFI in a Model 1 IGA jurisdiction would
not be required to withhold under FATCA or an IGA (or any law implementing an IGA) (any such
withholding being “FATCA Withholding”) from payments it makes (unless it has agreed to do so under the
U.S. “qualified intermediary,” “withholding foreign partnership,” or “withholding foreign trust” regimes).
The Model 2 IGA leaves open the possibility that a Reporting FI might in the future be required to withhold
as a Participating FFI on foreign passthru payments and payments that it makes to Recalcitrant Holders.
Under each Model IGA, a Reporting FI would still be required to report certain information in respect of its
account holders and investors to its home government or to the IRS.

If the Trustee becomes a Participating FFI under FATCA, the Trustee and financial institutions through
which payments on the Certificates are made may be required to withhold FATCA Withholding if (i) any FFI
through or to which payment on such Certificates is made is not a Participating FFI, a Reporting FI, or
otherwise exempt from or in deemed compliance with FATCA or (ii) an investor is a Recalcitrant Holder.

If an amount in respect of FATCA Withholding were to be deducted or withheld from profit, principal or
other payments made in respect of the Certificates, neither the Trustee, the Obligor, the Principal Paying
Agent nor any other person would, pursuant to the conditions of the Certificates, be required to pay
additional amounts as a result of the deduction or withholding. As a result, investors may receive less interest
or principal than expected.

Whilst the Certificates are in global form and held within the ICSDs, it is expected that FATCA will not
affect the amount of any payments made under, or in respect of, the Certificates by the Trustee, the Obligor,
the Principal Paying Agent and the Common Depositary, given that each of the entities in the payment chain
between the Trustee and the participants in the ICSDs is a major financial institution whose business is
dependent on compliance with FATCA and that any alternative approach introduced under an
intergovernmental agreement will be unlikely to affect the Certificates. The documentation in respect of the
Certificates expressly contemplates the possibility that the Certificates may go into definitive form and
therefore that they may be taken out of the ICSDs. If this were to happen, then a non-FATCA compliant
holder could be subject to withholding. However, definitive Certificates will only be printed in remote
circumstances.
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The Cayman Islands have entered into a Model 1 IGA with the United States (the “US IGA”) and have
entered into a similar IGA with the United Kingdom (the “UK IGA”) (together with the US IGA, the
“Cayman IGAs”). The Trustee will be required to comply with the Cayman Islands Tax Information
Authority Law (2013 Revision) (as amended) together with regulations and guidance notes made pursuant
to such Law (the “Cayman FATCA Legislation™) that give effect to the Cayman IGAs. To the extent the
Trustee cannot be treated as a Non-Reporting Cayman Islands Financial Institution (as defined in the
Cayman IGAs) by taking advantage of one of the categories set out in Annex II to the Cayman IGAs (for
example by being a Sponsored Investment Entity (as defined in the Cayman IGAs)), the Trustee will be a
Reporting Cayman Islands Financial Institution (as defined in the Cayman IGAs). As such, the Trustee is
required to register with the IRS to obtain a Global Intermediary Identification Number (for the purposes of
the US IGA only) and to report to the Cayman Islands Tax Information Authority any payments made to (i)
Specified US Persons with respect to US Reportable Accounts and (ii) Specified UK Persons with respect to
UK Reportable Accounts (each such term as defined in the relevant Cayman IGA). The Cayman Islands Tax
Information Authority will exchange such information with the IRS or Her Majesty’s Revenue and Customs,
as the case may be, under the terms of the relevant Cayman IGA. Under the terms of the US IGA,
withholding will not be imposed on payments made to the Trustee unless the IRS has specifically listed the
Trustee as a non-participating financial institution, or on payments made by the Trustee to the
Certificateholders, unless the Trustee has otherwise assumed responsibility for withholding under United
States tax law.

FATCA is particularly complex and its application is uncertain at this time. The above description is
based in part on regulations, official guidance and model IGAs, all of which are subject to change or
may be implemented in a materially different form. Prospective investors should consult their tax
advisers on how these rules may apply to the Trustee and to payments they may receive in connection
with the Certificates.

TO ENSURE COMPLIANCE WITH IRS CIRCULAR 230, EACH TAXPAYER IS HEREBY
NOTIFIED THAT: (A) ANY TAX DISCUSSION HEREIN IS NOT INTENDED OR WRITTEN TO
BE USED, AND CANNOT BE USED BY THE TAXPAYER FOR THE PURPOSE OF AVOIDING
U.S. FEDERAL INCOME TAX PENALTIES THAT MAY BE IMPOSED ON THE TAXPAYER; (B)
ANY SUCH TAX DISCUSSION WAS WRITTEN TO SUPPORT THE PROMOTION OR
MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED HEREIN; AND (C) THE
TAXPAYER SHOULD SEEK ADVICE BASED ON THE TAXPAYER’S PARTICULAR
CIRCUMSTANCES FROM AN INDEPENDENT TAX ADVISER.
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SUBSCRIPTION AND SALE

Summary of Dealer Agreement

Subject to the terms and on the conditions contained in a dealer agreement dated 30 October 2014 between
the Trustee, the Obligor, the Arranger and the Permanent Dealers (the “Dealer Agreement”), the Certificates
will be offered on a continuous basis by the Trustee to the Permanent Dealers. However, the Trustee has
reserved the right to sell Certificates directly on its own behalf to Dealers that are not Permanent Dealers.
The Certificates may be resold at prevailing market prices, or at prices related thereto, at the time of such
resale, as determined by the relevant Dealer. The Certificates may also be sold by the Trustee through the
Dealers, acting as agents of the Trustee. The Dealer Agreement also provides for Certificates to be issued in
syndicated Series that are jointly and severally underwritten by two or more Dealers.

Each of the Trustee and the Obligor has agreed to reimburse the Arranger for certain of its expenses incurred
in connection with the establishment of, and any continuing responsibilities relating to, the Programme and
to indemnify the Dealers against certain liabilities incurred by them in connection with the offer and sale of
the Certificates.

The Trustee and the Obligor will pay each relevant Dealer a commission as agreed between them in respect
of Certificates subscribed by it and a further placing commission may be paid to third parties.

The Dealer Agreement entitles the Dealers to terminate any agreement that they make to subscribe
Certificates in certain circumstances prior to payment for such Certificates being made to the Trustee.

Certain of the Dealers and their respective affiliates have from time to time performed, and may in the future
perform, investment banking, commercial banking and various financial and advisory services for, and have
from time to time provided, or may provide, credit facilities to the Obligor for which they have received, or
may in the future receive, customary fees and expenses. Each of the Dealers and their respective affiliates
may, from time to time, engage in further transactions with, and perform services for, the Obligor in the
ordinary course of their respective businesses.

Selling Restrictions

United States

The Certificates have not been and will not be registered under the Securities Act, as amended, and may not
be offered or sold within the United States or to, or for the account or benefit of, U.S. persons, except in
certain transactions exempt from the registration requirements of the Securities Act. Terms used in this
paragraph have the meanings given to them by Regulation S.

Each Dealer has agreed and each further Dealer appointed under the Programme will be required to agree
that, except as permitted by the Dealer Agreement, it will not offer, sell or deliver Certificates (i) as part of
their distribution at any time; or (ii) otherwise until expiration of 40 days after the completion of the
distribution of all Certificates of the Series of which such Certificates are a part, as determined and certified
to the Principal Paying Agent by such Dealer (or, in the case of a Series of Certificates sold to or through
more than one Dealer, by each of such Dealers with respect to Certificates of a Series purchased by or
through it, in which case the Principal Paying Agent shall notify such Dealer when all such Dealers have so
certified), within the United States or to, or for the account or benefit of, U.S. persons, and it will have sent
to each Dealer to which it sells Certificates during the distribution compliance period a confirmation or other
notice setting out the restrictions on offers and sales of the Certificates within the United States or to, or for
the account or benefit of, U.S. persons. Terms used in the preceding sentence have the meanings given to
them by Regulation S.

The Certificates are being offered and sold outside the United States to non-U.S. persons in reliance on
Regulation S.

In addition, until the expiration of 40 days after the commencement of the offering of any Series of
Certificates, an offer or sale of Certificates within the United States by any dealer (whether or not
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participating in the offering of such Series of Certificates) may violate the registration requirements of the
Securities Act.

This Base Prospectus has been prepared by the Obligor for use in connection with the offer and sale of the
Certificates outside the United States. The Trustee, the Obligor and the Dealers reserve the right to reject any
offer to purchase the Certificates, in whole or in part, for any reason. This Base Prospectus does not
constitute an offer to any person in the United States. Distribution of this Base Prospectus by any non-U.S.
person outside the United States to any U.S. person or to any other person within the United States, is
unauthorised and any disclosure without the prior written consent of the Trustee and the Obligor of any of
its contents to any such U.S. person or other person within the United States, is prohibited.

United Kingdom

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that:

(i)  in relation to any Certificates which have a maturity of less than one year (a) it is a person whose
ordinary activities involve it in acquiring, holding, managing or disposing of investments (as principal
or agent) for the purposes of its business; and (b) it has not offered or sold and will not offer or sell
any Certificates other than to persons whose ordinary activities involve them in acquiring, holding,
managing or disposing of investments (as principal or as agent) for the purposes of their businesses
or who it is reasonable to expect will acquire, hold, manage or dispose of investments (as principal or
agent) for the purposes of their businesses where the issue of the Certificates would otherwise
constitute a contravention of Section 19 of the FSMA by the Trustee;

(i) it has only communicated or caused to be communicated and will only communicate or cause to be
communicated an invitation or inducement to engage in investment activity (within the meaning of
Section 21 of the FSMA) received by it in connection with the issue or sale of any Certificates in
circumstances in which Section 21(1) of the FSMA does not apply to the Trustee or the Obligor; and

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to any Certificates in, from or otherwise involving the United Kingdom.

UAE (excluding the Dubai International Financial Centre)

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that the Certificates have not been and will not be offered, sold or publicly
promoted or advertised by it in the UAE other than in compliance with any laws applicable in the UAE
governing the issue, offering and sale of securities.

Dubai International Financial Centre

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that it has not offered and will not offer the Certificates to any person in the
Dubai International Financial Centre unless such offer is:

i) an “Exempt Offer” in accordance with the Markets Rules (MKT) Module of the Dubai Financial
Services Authority (the “DFSA”); and

(i1)) made only to persons who meet the Professional Client criteria set out in Rule 2.3.2 of the DFSA
Conduct of Business Module.

Bahrain

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that it has not offered or sold, and will not offer or sell, any Certificates,
except in compliance with Article 81 of the CBB and Financial Institutional Law promulgated by Legislative
Decree No. 64 of 2006 to persons in Bahrain who are “accredited investors”.
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For this purpose, an “accredited investor” means:

1) an individual holding financial assets (either singly or jointly with a spouse) of U.S.$1,000,000 or
more;

(i)  acompany, partnership, trust or other commercial undertaking which has financial assets available for
investment of not less than U.S.$1,000,000; or

(iii)) a government, supranational organisation, central bank or other national monetary authority or a state
organisation whose main activity is to invest in financial instruments (such as a state pension fund).

Kingdom of Saudi Arabia

No action has been or will be taken in Saudi Arabia that would permit a public offering of the Certificates.
Any investor in Saudi Arabia or who is a Saudi person (a “Saudi Investor”’) who acquires any Certificates
pursuant to an offering should note that the offer of Certificates is a private placement under Article 10 or
Article 11 of the “Offer of Securities Regulations” as issued by the Board of the Capital Market Authority
resolution number 2-11-2004 dated 4 October 2004 and amended by the Board of the Capital Market
Authority resolution number 1-28-2008 dated 18 August 2008 (the “KSA Regulations”), through a person
authorised by the Capital Market Authority (the “CMA”) to carry on the securities activity of arranging and
following a notification to the CMA under the KSA Regulations.

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that any offer of Certificates to a Saudi Investor will comply with the KSA
Regulations.

The offer of Certificates shall not therefore constitute a “public offer” pursuant to the KSA Regulations, but
is subject to the restrictions on secondary market activity under Article 17 of the KSA Regulations. including
as follows:

(a)  a Saudi Investor (referred to as a “transferor’’) who has acquired Certificates pursuant to a private
placement may not offer or sell those Certificates to any person (referred to as a “transferee’”) unless
the offer or sale is made through an authorised person where one of the following requirements is met:

(i)  the price to be paid for the Certificates in any one transaction is equal to or exceeds Saudi
Riyals one million or an equivalent amount;

(i)  the Certificates are offered or sold to a sophisticated investor; or

(iii)) the Certificates are being offered or sold in such other circumstances as the CMA may
prescribe for these purposes;

(b) if the requirement of paragraph (a)(i) above cannot be fulfilled because the price of the Certificates
being offered or sold to the transferee has declined since the date of the original private placement,
the transferor may offer or sell the Certificates to the transferee if their purchase price during the
period of the original private placement was equal to or exceeded Saudi Riyals 1 million or an
equivalent amount;

(c) if the requirement in paragraph (b) above cannot be fulfilled, the transferor may offer or sell
Certificates if he/she sells his/her entire holding of Certificates to one transferee; and

(d)  the provisions of paragraphs (a), (b) and (c) (inclusive) above shall apply to all subsequent transferees
of the Certificates.

State of Qatar

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that it has not offered or sold, and will not offer or sell, directly or indirectly,
any Certificates in Qatar, including the Qatar Financial Centre, except (i) in compliance with all applicable
laws and regulations of Qatar, including the Qatar Financial Centre; and (ii) through persons or corporate
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entities authorised and licensed to provide investment advice and/or engage in brokerage activity and/or trade
in respect of foreign securities in Qatar.

State of Kuwait

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that the Certificates have not been and will not be offered, sold, promoted
or advertised by it in Kuwait other than in compliance with Decree Law No. 31 of 1990 and the
implementing regulations thereto, as amended, and Law No. 7 of 2010 and the bylaws thereto, as amended
governing the issue, offering and sale of securities.

No private or public offering of the Certificates is being made in Kuwait, and no agreement relating to the
sale of the Certificates will be concluded in Kuwait. No marketing or solicitation or inducement activities
are being used to offer or market the Certificates in Kuwait.

Japan

The Certificates have not been and will not be registered under the Financial Instruments and Exchange Act
of Japan (Act No. 25 of 1948, as amended, the “FIEA”). Accordingly, each Dealer has represented and
agreed, and each further Dealer appointed under the Programme will be required to represent and agree, that
it has not, directly or indirectly, offered or sold Certificates, and will not, directly or indirectly, offer or sell
any Certificates in Japan or to, or for the benefit of, any resident of Japan (which term as used herein means
any person resident in Japan, including any corporation or other entity organised under the laws of Japan),
or to others for re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, any resident
of Japan, except pursuant to an exemption from the registration requirements of, and otherwise in
compliance with, the FIEA and other relevant laws and regulations of Japan.

Hong Kong

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that:

(1) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Certificates other than (a) to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong (the “SFO”) and any rules made under the SFO; or (b) in other
circumstances which do not result in the document being a “prospectus” as defined in the Companies
Ordinance (Cap. 32) of Hong Kong (the “Companies Ordinance”) or which do not constitute an
offer to the public within the meaning of the Companies Ordinance; and

(i) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Certificates, which is directed at, or the contents of which are
likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the
securities laws of Hong Kong) other than with respect to Certificates which are or are intended to be
disposed of only to persons outside Hong Kong or only to “professional investors” as defined in the
SFO and any rules made under the SFO.

Malaysia

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that:

(i)  this Base Prospectus has not been registered as a prospectus with the Securities Commission of
Malaysia (the “SC”) under the Capital Markets and Services Act 2007 of Malaysia (the “CMSA”).
While a copy of this Base Prospectus will be deposited with the SC, the SC takes no responsibility for
its content; and

(i)  accordingly, the Certificates have not been and will not be offered or sold, and no invitation to
subscribe for or purchase the Certificates has been or will be made, directly or indirectly, nor may any
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document or other material in connection therewith be distributed in Malaysia, other than to persons
falling within any one of the categories of persons specified under Schedule 6 (or Section 229(1)(b))
and Schedule 7 (or Section 230(1)(b)) read together with Schedule 8 (or Section 257(3)) of the
CMSA, subject to any law, order, regulation or official directive of the Central Bank of Malaysia, the
SC and/or any other regulatory authority from time to time.

Residents of Malaysia may be required to obtain relevant regulatory approvals including approval from the
Controller of Foreign Exchange to purchase the Certificates. The onus is on the Malaysian residents
concerned to obtain such regulatory approvals and none of the Dealers is responsible for any invitation, offer,
sale or purchase of the Certificates as aforesaid without the necessary approvals being in place.

Singapore

Each Dealer has acknowledged, and each further Dealer appointed under the Programme will be required to
acknowledge, that this Base Prospectus has not been and will not be registered as a prospectus with the
Monetary Authority of Singapore under the Securities and Futures Act, Chapter 289 of Singapore (the
“SFA”). Accordingly, each Dealer has represented and agreed, and each further Dealer appointed under the
Programme will be required to represent and agree, that it has not offered or sold any Certificates or caused
such Certificates to be made the subject of an invitation for subscription or purchase and will not offer or sell
such Certificates or cause such Certificates to be made the subject of an invitation for subscription or
purchase, and has not circulated or distributed, nor will it circulate or distribute, this Base Prospectus or any
other document or material in connection with the offer or sale, or invitation for subscription or purchase, of
such Certificates, whether directly or indirectly, to persons in Singapore other than (i) to an institutional
investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the “SFA”); (ii) to
a relevant person pursuant to Section 275(1), or any person pursuant to Section 275(1A), and in accordance
with the conditions specified in Section 275, of the SFA, or; (iii) otherwise pursuant to, and in accordance
with the conditions of, any other applicable provision of the SFA.

Where Certificates are subscribed or purchased under Section 275 of the SFA by a relevant person which is:

1) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or more
individuals, each of whom is an accredited investor; or

(i)  a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments and
each beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights and
interest (howsoever described) in that trust shall not be transferred within six months after that corporation
or that trust has acquired the Certificates pursuant to an offer made under Section 275 of the SFA except:

(a)  to an institutional investor or to a relevant person defined in Section 275(2) of the SFA, or to any
person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(b)  where no consideration is or will be given for the transfer;
(c)  where the transfer is by operation of law;
(d) as specified in Section 276(7) of the SFA; or

(e) as specified in Regulation 32 of the Securities and Futures (Offer of Investments)(Shares and
Debentures) Regulations 2005 of Singapore.

Cayman Islands

Each Dealer has represented and agreed, and each further Dealer appointed under the Programme will be
required to represent and agree, that no invitation or offer, whether directly or indirectly, to subscribe for any
Certificates issued under the Programme, has been or will be made to the public in the Cayman Islands.
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General

These selling restrictions may be modified by the agreement of the Obligor, the Trustee and the Dealers
following a change in a relevant law, regulation or directive. Any such modification will be set out in the
Final Terms issued in respect of the issue of Certificates to which it relates or in a supplement to this Base
Prospectus.

No representation is made that any action has been taken in any jurisdiction that would permit a public
offering of any of the Certificates, or possession or distribution of this Base Prospectus or any other offering
material or any Final Terms, in any country or jurisdiction where action for that purpose is required.

Each Dealer has agreed that it shall, to the best of its knowledge, comply with all relevant laws, regulations
and directives in each jurisdiction in which it purchases, offers, sells or delivers Certificates or has in its
possession or distributes this Base Prospectus, any other offering material or any Final Terms therefore in all
cases at its own expense.
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GENERAL INFORMATION

This Base Prospectus has been approved by the Central Bank of Ireland as competent authority under
the Prospectus Directive. Such approval relates only to the Certificates which are to be admitted to
trading on the Main Securities Market or any other MiFID regulated markets or which are to be
offered to the public in any EU Member State. The Central Bank of Ireland only approves this Base
Prospectus as meeting the requirements imposed under Irish and EU law pursuant to the Prospectus
Directive. Arthur Cox Listing Services Limited is acting solely in its capacity as listing agent for the
Obligor in connection with the Certificates and is not itself seeking admission of the Certificates to
the Official List of the Irish Stock Exchange plc or to trading on the Main Securities Market for the
purposes of the Prospectus Directive.

Application has been made to the Irish Stock Exchange plc for Certificates issued under the
Programme during the 12 months from the date of this Base Prospectus to be admitted to the Official
List and admitted to trading on the Main Securities Market. It is expected that each Series of
Certificates which is to be admitted to the Official List and to trading on the Main Securities Market
will be admitted separately as and when issued, subject only to the issue of a Global Certificate
representing the Certificates of such Series. Prior to official listing and admission to trading, however,
dealings will be permitted by the Irish Stock Exchange plc in accordance with its rules. Transactions
on the Main Securities Market will normally be effected for delivery on the third working day after
the day of the transaction. However, unlisted Certificates may be issued pursuant to the Programme.

Each of the Trustee and the Obligor has obtained or will obtain from time to time all necessary
consents, approvals and authorisations in connection with the establishment of the Programme, the
issue and performance of the Certificates and the entry into and performance of the Transaction
Documents to which it is a party. The establishment of the Programme was authorised by a written
resolution of the board of directors of the Trustee dated 30 October 2014, a resolution of the board of
directors of the Obligor dated 17 July 2014 and a resolution of the shareholder of the Obligor dated
24 September 2014.

There has been no significant change in the financial or trading position, or material adverse change
in the prospects, of the Trustee since the date of its incorporation.

There has been no significant change in the financial or trading position of the Obligor or of the Group
since 30 June 2014 and there has been no material adverse change in the prospects of the Obligor or
of the Group since 31 December 2013.

Neither the Trustee nor the Obligor nor any other member of the Group is or has been involved in any
governmental, legal or arbitration proceedings (including any such proceedings which are pending or
threatened of which the Trustee or the Obligor is aware) in the twelve months preceding the date of
this Base Prospectus which may have or has had in the recent past significant effects on the financial
position or profitability of the Trustee, the Obligor or the Group.

Certificates have been accepted for clearance through the Euroclear and Clearstream, Luxembourg
systems (which are the entities in charge of keeping the records). The Common Code, the
International Securities Identification Number (ISIN) and (where applicable) the identification
number for any other relevant clearing system for each Series of Certificates will be set out in the
applicable Final Terms.

The address of Euroclear is 1 Boulevard du Roi Albert II, B-1210 Brussels, Belgium and the address
of Clearstream, Luxembourg is 42 Avenue JF Kennedy, L-1855 Luxembourg. The address of any
Alternative Clearing System will be specified in the applicable Final Terms.

There are no material contracts entered into other than in the ordinary course of the Trustee’s or the
Obligor’s respective business, which could result in any member of the Group being under an
obligation or entitlement that is material to the Trustee’s or the Obligor’s ability to meet its obligations
to Certificateholders in respect of the Certificates being issued.
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The issue price and the amount of the relevant Certificates will be determined by the Trustee, the
Obligor and the relevant Dealer(s) before filing of the applicable Final Terms of each Series, based on
prevailing market conditions. Neither the Obligor nor the Trustee intends to provide any post-issuance
information in relation to any issue of Certificates.

For so long as Certificates may be issued pursuant to this Base Prospectus, physical copies (and
English translations, which will be accurate and direct translations, where the documents in questions
are not in English) of the following documents will be available, during usual business hours on any
weekday (Saturdays and public holidays excepted), for inspection at the office of the Principal Paying
Agent:

1) the constitutional documents of the Trustee and the Obligor;
(i)  the Transaction Documents;

(iii)  the unaudited interim condensed consolidated financial statements of the Obligor as at and for
the six months ended 30 June 2014, together with the review report prepared in connection
therewith;

(iv) the audited consolidated financial statements of the Obligor as at and for the years ended
31 December 2013 and 31 December 2012, together with the audit reports prepared in
connection therewith;

(v)  the most recently published audited consolidated financial statements of the Obligor and the
most recently published unaudited interim condensed consolidated financial statements (if any)
of the Obligor, in each case together with any audit or review reports prepared in connection
therewith;

(vi) each Final Terms (save that Final Terms relating to a Series which is neither admitted to trading
on a regulated market within the EEA nor offered in the EEA in circumstances where a
prospectus is required to be published under the Prospectus Directive will only be available for
inspection by a Certificateholder of such Series and such holder must produce evidence
satisfactory to the Trustee and the Principal Paying Agent as to its holding of Certificates and
identity);

(vii) acopy of this Base Prospectus together with any supplement to this Base Prospectus or further
Base Prospectus; and

(viii) all reports, letters and other documents, balance sheets, valuations and statements by any expert
any part of which is extracted or referred to in this Base Prospectus.

The Final Terms for Certificates that are listed on the Official List and admitted to trading on the Main
Securities Market and, for a period of 12 months only from the date hereof, this Base Prospectus will
be published on the website of the Central Bank of Ireland (www.centralbank.ie).

Copies of the latest annual report, the most recently published audited consolidated financial
statements of the Obligor and the most recently published unaudited interim consolidated financial
statements (if any) of the Obligor may be obtained at the specified offices of each of the Paying
Agents during normal business hours, so long as any of the Certificates is outstanding.

Deloitte & Touche — Office 44, 4th floor — Al Zamil Tower, Government Avenue, P.O. Box 421,
Manama, Bahrain (“Deloitte”) have audited, and rendered unqualified audit reports on, the
consolidated financial statements of the Obligor for the year ended 31 December 2013. Ernst & Young
Bahrain of P.O. Box 140, 14th Floor — The Tower, Bahrain Commercial Complex, Manama, Bahrain
(“E&Y”) have audited, and rendered unqualified audit reports on, the consolidated financial
statements of the Obligor for the years ended 31 December 2012 and 31 December 2011.
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Each of Deloitte and E&Y is registered with the Ministry of Industry and Commerce in Bahrain. Some of
the professionals of Deloitte and E&Y are members in the Bahrain Accountants Association and / or other
professional international bodies.

Since the date of its incorporation, no financial statements of the Trustee have been prepared. The Trustee is
not required by Cayman Islands law, and does not intend, to publish audited financial statements.
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e OI e Dedasitte & Tauche - MAicdne East

Al-Zanu] Tened
Gavernment Avenie
PO Box 871, Marama
ke m of Bakwain

Tel: +973 1721 4450

Far. #5973 1721 4S50

s deloitte.com
REPORT ON THE REVIEW OF INTERIM CONDENSED CONSOLIDATED o

FINANCIAL STATEMENTS TO THE BOARD OF DIRECTORS OF
BAHRAIN MUMTALAKAT HOLDING COMPANY B.S.C. (c)

frnfrodiction

We have reviewed the accompanying interim consclidated statement of financial position of Bahrain
Mumtalakat Holding Company B.S.C. {c) {"the Company”} and its subsidiaries {together "the Group") as
at 30 June 2014, the retaled interim consclidated statement of income, comprehensive income, cash
flows and changes in equity for the six-month period then ended. The Board of Birectors is responsible
for the preparation and presentation of these interim condensed consolidated financia! statements in
accordance with International Accounting Standard 34 “Interim Financial Reporting” (*lAS 34"}, Qur
respensibility is to express a conclusion on these interim condensed consolidated financial statements

based on our raview.

Scope of Raview

We conducted our review in accordance with International Standard on Raview Engagements 2410,
"Review of interim Financial Information Performed by the Independent Auditor of the Entity™. A review
of interim financia! information consists of making inquiries, primarly of persons responsible for
firancial and accounting maters, and applying anaiytical and cther review procedures. A review is
substantially less in scope than an audil conducted in accordance with International Standards on
Auditing and consequently does not anakle us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion
Based on our review, ngthing has come to ouwr aftention that causez us to believe that the

accampanying inferim condensed consolidated financial statements are not prepared, in all material
raspacts, in accordance with 1AS 34.

"Delofha v (}Eu ct{-e___

23 September 2014 Delgitte & Touche
Manama, Kingdom of Bahrain

Kerriber of Deloitie Taaht Tohmatsy Lmited
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Bahrain Mumtalakat Holding Company B.S.C. {c)
INTERIM CONSOLIDATED STATEMENT OF FINANCIAL POSITION
30 June 2414

Unaudiied Auchied
ddJdune 3 Decomber
2014 203
Nate BD ‘000 B0 a0
ASSETS
Cash znd bark batances 255.450 245 547
Dervative hrarcaal ingliuments 192 .
Trade accounts recelvable, prepaymants and other receivablas 162,465 163.835
Invenlories 166,603 160,657
Invastments carmied &l fair value Ihrough statement of income 95,889 92147
Nan-rading investments 243,535 235,460
Inverstrman in associates 838218 999 306
Invasimeni properies 17041 216.954
Propery, panl and squiprrent 1,221,696 1.253.213
Other assels 98,660 98.285
GSoodwill 582247 562 247
TOTAL ASSETS 4,045,920 4,048 280
e N E—
LIABILITIES AND EQUHTY
Limbiiities
Borrowings 744,520 829430
Dervativa financial instrumants 13.234 16,635
Trade accounts payable, accruals and other liablifies 566,214 524 767
Employvees’ end of service benefis +1.183 11.508
Oitigations melating to acquired entitios 58,855 110,375
Total linbilities 1.424,008 1493727
Equity attribuiable 10 shareholder of the parsnd
Share capital 1,845,535 1.845 6356
Capital confribulion 1,173,203 1173175
Statutory reserve 30,474 27072
Oiher rieservas 3 asaM 55,714
Aocumulated lasses (TEH9.658) {820.280)
Z.346.475 2281316
Non-controlling interests 275,439 274,222
Total equity 2621914 2,555,538
TOTAL LIABAMES AND EQUITY 4,045,520 4.048.260
o soc—

C —— ﬂ‘J-\
" Khalid bin Abdulla Al Khalit Mahmood H. AlKooheyi
Chairman Chief Executive ONioer

ny L. Aokinson
Chied Financial Cificer

The afiached notes 1 10 9 form part of these inlerim condensed consolidated financial statements,
2
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Bahrain Mumitalakat Holding Company B.S.C. ()
INTERIM CONSOLIDATED STATEMENT OF INCOME
Six monih period ended 30 June 2014 {unaudited)

Six months ended
S Sune
2014 2013
Note BG 0G BO ')

568,858 557,081

Revenue
Cirect costs 498,250 494 710
Grass profit 70,709 62,371
Dividend income 5 143
Gafn on investments carried at fair value through statemend of income 34883 2556
Ciher operating income 5,345 4,561
Government assistancea 488 43,203 53,801
Selling and disiribution axpenses (38,880} {36,183)
Administrative expenses {50,453} (44,540}
Qther pparating expenses {253) (17.413)
Operating incama 34,164 26,196
Share of profit of associates 23,906 22772
Interast ingome 1,956 2,963
interast expense (16.54%) {18,156)
Fair value gain on revalualion/setttement of denvatives {nat} 542 15,368
NET INCOME FOR THE PERIQD 43,993 49143
Attributable to:

Shargholder of the parent 34,024 30,292

ton-controlling interests 5,969 18,831

43,983 43,143

The attached notes 1 10 8 form part of these interim condensed consolidaled financial statements,

3
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Bahrain Mumtalakat Holding Company B.5.C. (c)

INTERIM CONSOLIDATED STATEMENT GF COMPREHENSIVE INCOME

Six month pericd endad 30 Jdune 2014 {unaudited)

NET INCOME FOR THE PERIQD

Other comprahensive incoma

flarmns that will be reclassified to consolidated statement
of income i subseguant panods:

Movemant in cumutative changes in fair values

Share of changes in aquity of associates

Fareign cumency Iransiation

fterms that will not be reclassiffed o consofidated statemeant
of income it subsequant periods:
Remeasuremant losses on defined benefit plan

Total other comprehensive Income for the period
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
Attributable t2:

Sharehaldar of the parent
Mon-controlling interasts

Six months ended
30 tune
2014 2013
BD 00 80 160
43,9593 49,143
9.930 16,623
11084 1,656
9,697 (G668}
504 -
21,215 B8.611
75208 &T.754
851 38,650
10,077 19,104
75,208 5T 7o4

The attachad notes 110 9 farm part of thass inteérim condensed consolidated financial stalaments.

4
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Bahrain Mumtalakat Holding Company B.5.C. (c)

INTERIM CONSOLIDATED STATEMENT CGF CASH FLOWS

Six month period ended 30 June 2014 furaudiled)

OPERATING ACTWVITIES
Meat incame for the panoed
Adjustments for:
Depreciation
Fair value gain on dervalives
Gain on investmerds camed at fair value through statement of income
Gain on sale of nen-krading investments
{zain on sale of invastmeant in associats
Share of profits of associalas
Impairment los5es on 2ezets hald for sala
Provision for impairment on frade accounts and other receivable
Loss (gain} on disposal and write-off of property, plant and equipment
Interesl income
Interast expanse
Governmenl assistance
Employees' end of service benefits

Operating profit before changes in operating asseats and liabilities

Changas in operating assets and liabilities:
Inventories
Trade accounts raceivable, prepaymeants and other receivables
Trade accounts payable, accreals and other izbilities

Cash from operations
Interest expense

Dearivative iinancial instruments
Employess’ end of service benefits paid

Net cash from {used in} operating activiies

INVESTING ACTIVITIES

Investment in associales

Procesds from sala of associate

Purchase of non-trading and other investments
Proceeds from sale of non-lrading and other investmenis
Purchase of propearty, plar and squipment

Praceads from disposal of grapary, plant and equipment
Investment in properties

Other assels

Short term deposits

Dividends from associates

Met cash inflow on acquisilion of a subsidiary

Intare st raceived

Met cash from {used in} investing activities

Six monihs ended
30 June
2014 2012
B0 000 B 0on
43,992 49143
57 .49% 5520
{512) {15,368)
{3,883) (2,556)
{121} -
{2,092} -
(23,906} {22,772}
- 9,000
1,819 -
927 (217}
{1.956) {2,963)
16,545 18,156
- (47 500)
1.006 1,268
89,315 41 482
{5,515) (12.588)
(5.416) 12 408
G0 464 (47.152)
118,848 {5,860)
{16,637} {18,156}
{4.808} {6,006}
{1329} {2,457}
90,074 {32 469}
- {453)
28,077 -
{16,047} {9,180}
19,306 -
(26,843} {18,302}
105 838
{189) (88)
{260 ¥.B651
{12,587 {3,015)
25,6810 18,300
- 2142
1.692 1,356
19,152 (841)

The attached notaes 1109 form pad of these interim condensed consolidalad financial slatemsants.
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Bahrain Mumtalakat Holding Company B.S.C. (¢)
INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS {continued}
Six month period ended 30 June 2014 {unaudited}

Six months ended
30 June
2014 2in3

EO D00 80000
FINANCING ACTIVITIES

Capital contribultion 28 16111

Proceads frem bomowings 101,832 204,020

Repaymenl of barrawings (188,441} {270,140)
Dividend paid to nan-candrolling interesis (9,451} {6,152)
WMovemenl in non-controlling interests 390 {1.252)
Obligations relating io acquired entities (21,520) {22.437)
Net cash used in financing activiies {116,962) (79,850}
INCREASE (DECREASE) IN CASH AMD CASH EQUIVALENTS 1,264 {113,160}
Cash and cash equivalents on 1 January 141,705 277,435

GCASH AND CASH EQUIVALENTS AT 3 JUNE (Note 6) 143,059 164 275

The attached notas 1 to 9 form pad of these interim condensed consolidated financial statemants,

&
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Bahrain Mumtalakat Helding Company B.S.C. (¢}

NOTES TC THE INTERIM CONDENSED CONSQLIDATED FINANCIAL
STATEMENTS

20 June 2014 {unaudited)

1 INCORPORATION AND PRINCIPAL ACTIVITIES

Bahrain Mumtalakal Heolding Company B.S.C. (¢} {"the Company™}, a closed Bahraini Joint Stock
Company. was incorporated in the Kingdom of Bahrain by Decree number 64 of 2006 and reqisterad
with the Ministry of Industry and Commerce vnder Commergial Registration {CR) number 61579, an 29
June 2008, The Company operates as an investment company. The postal address of the Company's
registered office is P.C. Box 820, Manama, Kingdom of Bahrain.

The Campany i$ fully owned by the Govemment of the Kingdom of Bahrain {"the sharehalder”} through
e Ministry of Finance. The Campany acts as the invesiment am of the Kingdom of Bahrain.

The interim condensed consclidated financial slatements were authorised for issuve in accordance with
& résolution of tha Board of Directors on 23 September 2014,

2 BASIS OF PREPARATIDN

2.1  Basiz of consalldatlon
The interim candensed consolidated financial statements comprise the interim fingngial statements of
the Company and its subsidiaries. The Company has the following subsidiarias:

Ownership
Hating
pawear at Date of
36 Junte effective
Name 2014 confrol Activity

Aluminium Bahrain B.S.C. (¢} 69.38% 29 June 2006 Owns and operates a primary
aluminium smegler and the
refated infrastruciure.

Bahrain Atrport Company B.5.C. (¢} 100% 17 January 2008 Managing airport facilities,
airplanes greund servicas
and airport surounding area
devalopment,

Bahrain Flour Milks 65.7% 28 July 2006 Produclion and sate of flour

Company B5.C. (g) and related products.

Bahrain International Circuit 100% 29 June 2006 Managing, operating and

Company 5.P.C. renting the car racing track In
Bahrain.
Bahrain Real Estate Investmant 100% 29 June 2006 Development, leasing and
Company B.5.C. {c) managing investment
properties,
Gulf Air Holding 100% 2 February 2010 Investment helding company,
Company B.5.C. ()
(formerly Falcon Group Holding
Company B.S.C.(c))

Gulf Alr B.8.C. {¢) 100% 5 May 2007 Transpaorlation of passenpers
and freight on a scheduled
and charter basis,

g
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Bahrain Mumtalakat Helding Company B.S.C. {¢)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

30 June 2014 {unaudited;

2 BASIS OF PREFARATION {contlnted)

2.1 Basis of consclldation {continued)

Cwnorship
fvoting
power at Date of
20 Junhea affactive
Name 20714 corntrol Activity
Gulf Aviation Academy 100% 22 July 2009 Providing training for airine
B3.C.(c) pilats, cabin crew and retated
SErvices.
Ganeral Poultry Company B.S.C. (¢} 100% 29 Jung 2006 Poultry farming and sale of
eqgs.
Gulf Technics 100% 20 January Maintenance of aviation,
Company B.S.C. (o} 2010 repair, and flaet kechnical
management.
Southern Area Development 55 00% T October 2013 Development of a hotel and

Company B.5.C. (c) associated facilities and ather
tourism related activilies

Southern Tourism Company B.S.C. {c) 100% 25 Apnl 2013 Froviding sea transpariation
and loursm servicas.

Dwuring the six month peroed ended 30 June 2014, Guif Air Group Halding Company B.5.C, (¢} was
liguidatad and Falcon Graup Holding Company B.S.C. (c} was renamed to Gulf Air Motding Company
B.5.C. {c). Thera have been no changes i¢ the ownarship and voting powers of other subsidiaries.

All of the subsidiaries above are incorporated in the Kingdom of Bahrain.

Subsidiaries are fully consolidated fram the date of acquisition, being the date on which the Group
ohtains conirol, and continue to be consalidaled until the data that such control ceases.

All material intra-group balances and transaclions, including matenial unrealised gains and logses on
transactions, betwean Group companies have besn gliminated on consolidation,

2.2 Accounting policies

The interim condensed consolidated financial statements of the Group are prepared in accordance with
Internationa! Accounting Standard 34, Interim Financial Reporting. The accaurding policies used in the
praparation of the intenm condensed consofidated financial statements are consistant with those used
in the preparation of the consolidated financial statements for the year ended 31 December 2013
axcept for the adaptian of the new f amendad standards, effective as of 1 January 2014 nated balow,
which did not have any impact on the accounting policies, financial position or performance of the
Group.

Invesimeant Entities (Amendments to IFRS 10, IFRS 12 and 1AS 27)

Thase amandmenis provide an excaplion to the consolidation requirament for entilies sl meet the
dafiniticn of an invasiment entity undar IFRE 10 Consofidaled Financial Stalements. The exception to
consalidalion reguirgs “invastment entities” to account for subsidiaries at fair valea through orofit or
loss. The Company is nol considersd as an investment entity under IFRS 10,




Bahrain Mumtalakat Holding Company 8.5 .C. (¢}

NOTES TC THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

30 June 2014 {unaudited)

2 BASIS OF PREPARATION {continuad}

2.2 Accountlng polities {continued)

Cffselting Financial Assets and Financial [ fahilitias = Amendments {o [AS 32

These amendments clanfy he meaning of "surranlly has a legally snforceable right to set-off” and the
criteria for non-simultaneous setlement mechanisms of clearing houses to qualify for offsetting. Thesa
amendments are not expected to impact the Group's financial position ar performance.

Novation of Dervatives and Continuafion of Hedge Accounting — Amendments fo 1AS 359

Thase amendments provide relief from discontinuing hedge accounting when novation of 3 derivalive
designated as a hedging instrumerdl meets certain criteria. These amendmenis have no impact to the
Group as the Group has not novated s derivatives durning the cument or prior pericds.

Recoverable Amount Disclosures for Non-Financial Assels — Amendmeants fo IAS 36

These amendments remove the unintended consequences of IFRS 13 Fair Vatue Measurement on
the disclosures reguired under 1AS 36 Impaimenl of Assels. In addilion, these amendmenls require
disclosure of the recoverable amours for the assets or cash-generaling units {CGUSs) for which an
impalrment G988 has been recognised or revarsad during the peniod. These amendments have no
impact on the Group.

IFRIC 21 Levias
IFRIC 21 is effective for annual periods beginning an ar after 1 January 2014 and is applied

retrospectively. It is applicable to all levies imposed by govermments under legistalion, olher than
pulfiows that are within the scope of other standards {e.g., |1AS 12 Income Taxes) and finas or other
penalties for breachas of legislation.

The interpretation ctarifies that an entity recognisas a liability for a levy no eariier than when tha activity
that triggers payment, as idantified by the ratevant fegislation cccurs. |t also clarifies that a levy liabiiity
is accrued prograssively only i the activity that riggers paymant cecurs over a period of fime, in
accordance with the relevant legisiation. For a levy Ihal is triggered upon reaching a minimum
lhresheld, no liability is recognised before the specified minimum threshold is reached. The
interpradation reguires these same principles o be applied in interim financial statemants. These
amendmants have no impact on the Groug.

The Group has not eary adopted any other standard, interpretation or amendmeanl that was issued but
is not yet effective,

The intenim condensed consclidated financial statements do nol include all information and
disclosures reguirad in the annual consclidated financial statements, and should be read in
carjLngtion with the Groug's consalidated finencial stetements for the year ended 31 December 204 3.
In addition, resulis for the six month peniod ended 20 Jung 2014 are not necessanly indicalive of the
resuits that may be expacted for the financial year ending M1 Cecember 2014,

13 Judgments and astimates

The preparation of the interim condensed consolidated financial statements requires management ko
make judgmenis, astimates and assumplians lhal affect the application of accounting policies and the
reported amounts of assets and liabilities. income and expenses. Aclug! resuils may differ from these
estimates.

The significant judgments made by the management in applying the Group's accounting policias ware
tha sama a5 those applied (o the consolidalad financizl stalements as at and for the year ended 31
Decembear 2013. There warg no signilicant changas to key sources of estimation uncertainty that were
applied to the consolidated financial statements as at and for the year ended 31 December 2013,

10



Bahrain Mumtalakat Holding Company B.S C. {¢)

NOTES TG THE INTERIM CONDENSED CONSQLIBATED FINANCIAL
STATEMENTS

A0 June 2014 (unaudited}

3 OTHER RESERVES

Foreign
Avarabfe for Cash flow SUrency Pansian
sale financial hedges  lransfaiion plan
assels reserve raserve raservg rasarve Toal

80 00 80 "t BD 000 280000 80 "0

Balante at 31 December 2013 69,651 {3.335} (9,428) (1.174) 55,714
{Audited)
Tatal other comprahensive
income for the period 19,188 oo 11,316 504 3,107
Balance at 30 June 2814 88,829 (3,236) 1,868 {670} 86.821
Balance at 31 December 2012 36,543 {1,830) (19,764) - 14,949
{Audited)
Total other comprahansive
income {loss) for the perod 17,294 &1 (9.547) 8,358
Balance at 30 June 2013 53,937 (1,31, {28,311} - 23,207

4 GOVERMMENT ASSISTANCE
K{ NGTET ) 30 June
2074 213
BD "G00 80 1000

Government assistance {Note 8) 43,203 53,801

The Government assistance camprizas of BO 37,500 thovsand {20123: BD 47,500 thousand) provided
to Gulf Air and BD 5,703 thousand (2012: BD 6,301 thousand} to Bahrain Flour Milks Company B.5.C.
from tha Ministry of Finance on behalf of the Govemment of the Kingdom of Bahrain.

The Government of the Kingdom of Bahrain has included BD 75 million {2013 BD 85 milion} in its
approved state budget as financial assistance to Guif Air to support its operations for the year 2014,
Accordingly, an amount of BD 37,500 thousand has been recaived as Governmenl sssistance for the
six mordh pericd ended 30 June 2014, For the six month period ended 30 Juna 2013, BD 47,500
thousand was accrued and included in rade accounts receivable, prepaymenis and olher raceivables
asg of 30 June 2013,  There are no uniutfiled condilions or contingencies attached to this assistance.

Tha amount recaived by Bahrain Flour Mills Company BS5.C. is o enable it to sefl flour at a
Govarnment ¢ontrolbad price,

5 COMMITMENTS AND CONTINGENCIES

Capital commilmeants a5 of 31 December 2013 were BO 1,438,058 thousand, There hava been no
significant changes to capital and other commitmerds as of 30 June 2014 as compared o 31
December 2013, In addition, there have been no significart changes to oulstanding contingencies as
compared to 31 December 2013,

i1
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Bahrain Mumtalakat Holding Company B.5.C. {¢)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
30 June 2014 {unaudited)

6 CASH AND CASH EQUIVALENTS
30 June 0 e

2014 2013
8L ‘000 B0 006

Cash and bank bafances 259,400 180,562
Bank balances undear lien, term depasits and margin

deposits wilh an original malurity of mora than three months {116 334} {15,724)
Bank overdrafts included under borrowings [ {563)
CASH AND CASH EQUIVALENTS 143,059 184,275

? OPERATING SEGMENT INFORMATION

For managaement purpases, the Group is organised into the following major business segmants:

Metals and minerals - Comprising of product manufacture of aluminium.
Transportation - Principally handling air iransportation.

Banking and firance - Comprising of irwesiment in banking and financial institutions.
Raal astate - Compriging of investment in real estate,

Telecom - Comprising of invastment in telecommunications.

There ara no matenal ransfers between operating segmanis.

Melals Banking
and Transporil- and Real
minerals atlon finance estate  Telecom Othar Tota!

8D ‘0o ap ‘90 BD'UG0 BD'GDD BOD 000 B0 '00¢ B ‘O

Six morths ended 30 June 2014 {Unaudited)

Revenug 375,989 181,523 - 858 - 10,589 568,959
Share of rasulls

of associalas {101} 2,71 13,327 {1,065) 9,833 (B39} 23,906
MNat income

{loss) 31,085 7,563 13,327 {1.,632) 9,833 {16.1812) 43,993
30 June 2014 (Unaudited)
Invastent in

associates 11,518 232 67T 294 543 BB, 156 125,700 37624 998,218

Total assels 1,748,853 924056 497,623 248,517 335,428 291,341 4,045,920

12
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Bahrain Mumtalakat Helding Company 8.5.C. {c)

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
30 June 2014 {unaudited}

? OPERATVING SEGMENT INFORMATION (continued)

Mofals Banking
and  Trangport- and
fminerafs ation finance

BD 030 809 BD'DO0

&y months ended 30 June 2013 (Unaudited)

Reventea 382 107 164,998
Share of results

of azsociates (424) 120 12,916
Met income

(loss) 60,273 (17,540} 12916

31 Docomber 2012 {Audited)
Investment in
associates 12,164 228349 34875

Total agsets 1.708.022 815528 511,271

Geographic information

Reaf

eskate

80 G000

868

{2,609}

(2,353)

86,657
250,064

A analysis of the revenues by geographic location is as follows:

Kingdom of Bahrain

Aszia

Rest of Middle East and Morth Africa
Reast of the wortd

a RELATED PARTY TRAMBACTIONS

Telagom
B QoG

10418

10,418

320 485
328,243

Other Total
B 000 B0 008
9,108 557 081
2 351 22772
{14,571) 49,743
37,362 q99 906
284,132 4,048,260
30 June 30 Sune
2044 2013
BD 0G0 B0 000
233,767 242 560
71612 63,280
150,937 163,288
112,643 87,03
haT 081

568,958

Az of the intarim statement of financizl position date, cash and bank balances include BD 28,532 thousand
(31 Deecember 2013: BD 34 ,532) with an associate and borrowings inciude BD 155,309 thousand {31
Dacember 2013 BD 153,864 thousand) dug to an associate. Trade accounts payable, accrueals and other
liabilities as of the iInterim statement of financial position date include BO 230,102 thousand {31 December
2013: BD 183 808 thousand} due to anlities controlled by the shareholder. Govammen! assistance from
the Shareholder recognised as income for the current pericd amaunted to BD 42,203 thausand {2013 BD
53,801 thousand). Administrative expenses paid lo associatas for the current period amounted to BD
5,93¢ thousand (2013: BD 409 thousand). There have besn no other significant changes to the refated

party trangactions and batanges duning the six month period ended 30 June 2014,

13
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Bahrain Mumtalakat Holding Company B.S.C. {c)
NOTES TO THE INTERIM CONDENSED CONSQOLIDATED FINANCIAL

STATEMENTS
an June 2014 {funaudited)

g FAIR VALUES OF FINANCIAL INSTRUMENTS
Financlal mslruments comprise of inancial assels, nancial liabilities and dervative financizl instruments.

Firancial assets comprise of investments, deposits, bank balances, lpans and accounts receivable.
Firarusial liakilities comprise of bormowings, cbligations relating fo acquired entities and krade and other

payables.

¥ith the exception of cerlain unguoted avaifable-for-sale-investments which are carried at cosl {as the fair
value cannot be reliably estimaled) amounting to BC 472 thousand (31 December 2013: BD 472
thousand} and cartain lasse deposit recalvabies which are nor intersst eaming amounting to BD 8,180
thousand (31 December 2013 BD 8,136 thousand), the fair values of financial assets and financial
liabilities are nol materially different from their camying vaives at the statement of financial pazition date,

The Group uses the following hierarchy for determining and disclosing the fair value of financial
instrumeants by valualion echnigque:

Level 1 : Quoted {unadjusted) prices in active markets for idanlical assets or liabilities;
Leve! 2. Other tachnigues for which all inputs which have a significant effect on the recorded fair value are

pbservable, eilher directly or indirectly;
Level 3 @ Technigques which use inpuls which have a significant effect on the recordad fair value that are
not based on observabla market data.

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

20 June 2074 Level ¥ Level 2 Level 3 Tolal
8D 900  BD G040 BD 009 BD ‘B00
Drerivative financial insirumenis (asseals) - 192 - 192
Investments camied al fair value through
statemert of income 2,007 93,706 - 95,713
Man-trading investrments 6,604 3,046 233412 243,063
Carivative financial instruments {liabilities) - 13,234 - 13,224
31 Dacambar 2013 (Auditad) fevel 1 Level 2 Leval 3 Total

80 o0 8D 900 B} TN 80 ‘a0

Investmeants carred at fair value through

statement of income 1,910 890,233 - 92,142
Mon-trading investments 6,223 2.824 225 850 234,997
Derivative firancial instruments {liabilities) - 16,835 - 16,635

During the six month period ended 30 June 2014, there have baen no transfar between Level 1 and Leval
2 and transfers into and out of leval 3. Unguoted investments carried at cost are not includad in the above

higrarchy.

For levet 3 measurements, changing inputs to reasonabiy possible altemnalive assumplions will not result
in sigmificant change in fair values,

14
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Bahrain Mumtalakat Holding Company B.5.C. (c)
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS
30 June 2014 {unaudited)

9 FAIR VALUES OF FINANCIAL INSTRUMENTS {(continuad)

The movemagnts in leval 3 financial instruments measured at fair value during Ihe six manth peniod ended

30 Juna 2014 ara as follows:
2014 2012

8L ‘068 ap o

Balanca at beginning of the periad 225950 203,672
Fair value changes 10,704 15,531
Sale during the period f3.241} -
Transfer fram cosl to fair value - 201
233 413 _ 219,404

Balance at 30 June

Valuation techniguas used for laval 2 and tawvel 3 financial Instruments

Tha fair values of derivalive financial instruments are ohizined from counterparty financial instilutions,
Inveslments camed at fair value through statement of income comprizeé managed funds, which are Fair
valued basad on net asset values. Mon-trading investments (Available-for-zale investments) in level 2
hierarchy comprise Invesimends in funds, which are fair valued based on net assets values, Non-trading
investments {Available-for-sale investments) in the tevel 3 hierarchy comprise uvngquoted equity
investments, which are fair valued primarily based on market multiptes of quoted comparable campanies,

15
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Bahrain Mumtalakat Holding Company B.S.C. [¢)
CONSOLIDATED FINANCIAL STATEMENTS
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Bahrain Mumtalakat Holding Company B.8.C. (c)
BOARD CF DIRECTORS' REPORT

The Board of Bahrain Murntalakat Holding Company B.5.C. {c} {(herainafter refermed to as the
“Group”}is pleased to present its repor together with the audited consofidated financial statements

for the year ended 31 December 2013,

Firrancial highlights

The Group registered a iotal comprehensive income of BD 123.9 million compared to a loss of 8D
156.9 million in the prior year, The significant improvemant in perdfomance is attributed t improved
opergtional performance of Guif Alr BS.C. {¢} a principal company of the Group, and tower
impainment losses, The aperaling income {for the year was BO 707 million campared to BD 23.2

million far the year ended 31 December 2012,

The Group's lotal assets and equity attributable to the sharehotder of the parenl company as al 31
Dacember 2013 were BD 4.0 billicn and BD 2.3 billion respechively (2012: B0 4.1 bilion and 30 2.1

billion respactivaly).

The movement in equity attribiiabla o shareholdar of Bahrain Mumtalakat Holdirg Company is as
foilows:

BD K}

Balance as al December 31, 2012 2142079

Total comprehensive income 98 965

Conlritution by the shareholder 40,264

Balance 25 at December 31, 2013 2.281.316
e ——

The decrease in Group revenues was primarily due to tower fare revenues registered at Guif Air as
a resuit of closure of unprofitable roctes. Gulf Air achieved significard operational cost efficiencies
during 2013 due lo Ihe initigtives that began in 2012, As a result, Gulf Air's loss from operalions
for the year declined from BD 183.8 million in 2012 to BD 95.4 million in 2093, Guif Air's nel lass for
the year, afler ope-time restructudng costs, impaiments and govemment grants declined from BD
1.5 million in 2012 o B0 2.0 million in 2013,

Aduminium Bahrain B.S.C. {Alba), 2 pringipal company of the Group contributed posilivaly despite
challenging markel conditions coupled with the downlrend of LME aluminium prices, which dropped
B% in 2013. Alba's revenues amounted to BD 749.3 million for the full year 2013 {2012: BD 7437
million) on the back of higher aluyminium gremiums and sates valumes,

The share of profit from associates in 2013 of BD 48.5 miliion was marginally higher than the prior
year (2012: BD 45.8 million) reflecting the strong cantritiutions from the Group™s principal associate
companies. The Group's share of profits from Bahrain Telecommunications Company B3.C and
Mational Bank of Bahrain B.5.C for 2013 were BD 135.4 million and BD 24.F milion respectively
{2012: BO 21.4 milign and B0 226 milfion respectively).  This coupled with lower impaimment
losses (BD 20.9 million in 2013 compared to BO 2289 millign in 2012} resultad in a net profit for
the Group of BD 82.7 milifon in 2012 compared to a net loss of BD 181.7 milkon in 2012,
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Bahrain Mumialakat Holding Company B8.5.C. {c)
BOARD OF DIRECTORS' REPORT (continued)

Birectors
The fallpwing is the lsl of direclors who were in office ag of the date of this report;

= H.E. Shaikh Khalid bin Abduitz & Kihalifa

- H.E. Shaikh Ahmed bin Mohammed Al Khalifa
- H.E. Ehaikh Mohammead bin Essa al-Khalifa

= H.E. Mr. zmal bin Ahmed Mohammed

- H.E. Mr. Essam Abdulla Khatal

- Mr. Mahmood Hashirn Al Kooheji

- Dr. Esam Abdulla Fakhro

- Dr. Samer Al Jishi

- Mr. Redha Abdulta Faraj

Auditers

Deloitte & Touche have expressed their willingness to continue in office and a resalution praposing
their appointment as auditors of the Company, for the year ending 3 December 2014 will be
submitted (o the Anrwal General Meeling,

By order of the Board of Direclors

Chaimman Dlirector

3 June 2014
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INDEPENDENT AUDITOR'S REFORT TO THE SHAREHOLDER
Bahrain Mumialakat Holding Company B.5.C. (¢},

Manama,

Kingdom of Bahrain

Report on the Consolidated Financial Statements

We have aedited the accompanying consolidated financial statements of Bahrain Mumtalaka
Holding Company B.S.C. (c) ("the Company™}) and its subsidiaries (logether “the Group™},
which comprse the consolidated statement of financial position as at 31 December 2013, and
the consolidated statements of income and comprehensive income, cash flows and changes in
cquity for the year then ended, and a summary of sigmificant accounting policies and other

explanatory information.

Direetors' Responsibifity for the Consolidated Fingnoial Statements

Diirectors are responsible for the preparation and fair presentation of these consolidated
financial statements in aecordance with Intemnational Financial Reporting Standards, and for
such internal control as management determines is necessary to enable the preparation of
consolidated financial statements that are free from material misstatement, whether due to

fraud or crror.

Auditors ' Responsibility

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

free from matesal rmisstatement,

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on the
auditor's judgement, including the assessment of the risks of material misstatement of the
eonsolidaled finaneial statements, whether due to fraud or error. In making thosc risk
assessments, the auditor considers internal controd relevant to the entity’s preparation and fair
presentation of the consclidated finaneial statements i order to design audit procedures that
are appropnate 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 policics used and the reasonableness of accounting estimates
made by management, as well as gvaluating the pverall presentation of the consolidated

financial statements,

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

siember of Oeloite fouche Tohnatso Limited
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Deloitte

INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDER
INDEPENDENT AUDITOR'S REPCGRT 10O THE SHAREHGLDER (CONTINUED)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
financial position of Bahrain Mumtalakat Holding Company B.8.C. {¢) and its subsidiaries as
af 31 December 2013 and of their financial performance and cash flows for the year then

ended in accordance with Interational Firancial Reporting Standards.

Other Matter _
The consolidated financial statements of the Group as al and for the year ended 31 December

2012 were audited by another auditor who expressed an unmaodified opinion on those
statements on 28 May 2013.

Report on Other Legal and Regulatory Requiremenis

In our opinion, the Company has maimained proper accounting records and the consolidated
financial stalements have boeen prepared in accordance with those records, W¢ [urther report
that, to the best of our knowledge and belief, the financial information provided in the Board
of Directors” Report is in agreement with the consolidated financial statements and based on
the information and explanations provided by the management which were required for the
purpose of our audil, we are not awarg of any violations of any viclations of the relevant
provisions of Bahrain Commercial Companies Law 2001 and the Company's Memorandum
and Articles of Association having occurred during the year ended 31 December 2813 thal
might have had a material effect on the business of the Group or on its finaneial position.

. . —
Manama, Kingdom of Bahrain D Cﬂd "k A
3 June 2014 Decloitte & Touche
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Bahrain Mumtalakat Holding Company B.5.C. (¢)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
31 December 2013

2013 2072
Nofe B 900 a0 oG
ASSETS
ash and bank batances 3 245 547 290,145
Derivative financial instruments 4 - 4
Trade accounts receivable, prepaymenls znd olher assets 5 163,825 181,204
Inventories 5 160,657 158,918
Investimenis camed at Fair value throwgh statement of income 7 92,143 32
Mon-trading invesiments a8 235,468 211,573
Invesimenl in asscciates o 955 006 A70,403
Invesiment properties 10 216,954 219,207
Property, pflam and egquipment 11 1,253,213 1,338,645
Other assels 12 98,289 161,738
Goodwall 13 8z 247 581,117
TOTAL ASSETS 4048260 4,005 558
LIABILITIES AND ECLNTY
Liahilities
Bomowings 14 BZ22 438 930,813
Dertvalive financial insbuments a4 16,635 3\
Trade apcounts payable, accruals and other liabiites 15 524,767 567,960
Employees’ end of service benefits 15 11,506 132756
Obligatians relating (o acquired entities 17 110,375 143107
Tata liabillties 1492721 168308
Equlty atiributable to shareholder of the parent
Shara capitaf 18 1,845,635 1,845 635
Capital conbribution 18 1173475 1.i132.806
Statutory reserve 19 27072 21,252
Chher reserves 20 55,714 14,848
Accumulated losses {820,280) (872 663
228 318 2142070
Non-contralling interests 274,222 2589 533
Total equity 2555539 2401512
TOTAL LIABILITIES AND EQUITY 4,048,260 4005558
Khalid bin Abdullah Al Khalifa tahmood H. Al-Kaoheii
Chaimnan Director and Chief Execulive Officer

Chief Financial Officer

tached notes 1 1o 36 form part of these consolidaled financial statements.
5
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Bahrain Mumtalakat Holding Company B.S.C. (c)
CONSOLUIDATED STATEMENT OF INCOME
Year ended 31 Decembear 2013

20713 nz
MNoha B0 vog B0 00
Revenue 22 1097525 1962758
Direci costs 23 988,088 1,116,105
Gross profit 109,437 46 563
Dividend income 218 1,128
Gain {loss) on investments camied al fair value
through statement of income 7457 5808
Cither operating incame 24 17,4098 42772
Government assislance 25 167,554 196 473
Selling and distribution expenses (71.872) (87.242)
Administrative expenses (92.9H}F {100,157
Other operaling expenses 2g {7,498) {B2.205)
Operating incoma 70,705 23,240
Share of profit of associates o 46,545 45 766
irleresl income 4987 8,482
Interesi expense (35,7648} {38.166)
Fair value gain on revaluglion/sett emenl of denvatives (net) 4 17,871 5,860
impairment losses 27 {20,878) (226,911}
HET PROFIT (LOSS) FOR THE YEAR 82,661 (181,729)
Attributable to:
Shareholder of the parent 58,203 (211,561}
MNon-controlling interests 24,458 24,832

82,661  {181,729)

" Knalid tin Abdullah Al Khalifa Mahmood H. AkKoohaii
Chairman Directer and Chief Executive OFfcer

The attached notes 1 to 36 form pan of these consolidated financial statements.

]
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Bahrain Mumtalakat Holding Company B.S.C. (¢)
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2013

2013 2012
8D ‘o6t BD 0a0

NET PROFIT [LOSS5} FOR THE YEAR £2.661 (181,72¢)

QOther comprahansive income
fterns that waill e raciassified to consofidated statement of ncoma

in subsedquent pertods
Movement in cumulative changes in fair values 22,302 7498
Shara of changes in equity of associates 14122 11,880
Foreign currency transtalion 5,950 5399

frarms that will not be recfassified o consolidaled statement of income
fn subsagquent patiods

Femaasurement losses on defined benefil plan {1,174} .
Total other comprehensive incoma for the yaar 41,200 24,787
TOTAL COMPREHENSIVE INCOME (LOSS) FOR THE YEAR 123,861 (156,942)
Attributable to:
Sharahaldar of the parent 93,968 {186,975)
MWon-controlling interasts 24,893 30,033

123,861 (156,942}

The sttached notes 1 to 36 form part of these consolidated financial slatemants,

i
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Rahrain Mumtalakat Holding Company B.S.C. (¢}
CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 Gecember 2013

2012 2012
Note 8D 00 B0 000
QPERATING ACTIVITIES
Wet profit {loss) for the year 82661 {181,729)
Adjustments for:
Depreciation 112,620 107,771
Fair valua gain on derivatives i {17,871) {5,860}
Gain on investments carried al fair valug through
statemanl of income {7,467} {5,908)
G3ain on non-frading investments {8} -
Share of profits of associates (46,545) {45 766}
Impaimernd losses 27 20,879 226911
Provision for impairmend on trade accounts
ary other receivables 5 261 1,237
Frovision far impairment of inventories & 416 400
{Gain} loss on disposal and write-off of
propary, plant and eguipment 24 36 {1,820) 11,435
Gain on disposal of investment properties {811) -
inleras! incame (4.487) (8,482
Interast expense 35,768 38,166
Employees’' end of service benefits 16 2,176 2.421
Operaling profit before changes in operaling assets and labilitffes 176,072 140,596
Changes in operating assels and liabilities:
Inventories (1.812) 14 467
Trade accounts raceivable, prepaymeants and oher assels 40,681 {15,825)
Trade accounis payable, accruals and other liabilifies {24, 7B} 176 556
Caszh from operating aclivilies 168,359 315,704
Interast paid (36,116} {28,258)
Darivative financial instruments (9,348) {20,4423)
Employaes’ end of sarvice benefils paid 16 (#4.083) {2.376)
Mat cash from operaling aclivitias 110,802 264 717

INVESTING ACTIVITIES

invastment in associates (19,613) {9.311}
Purchase of non-trading and other inveslmants (42,409) {49186}
Procesds from sala of non-trading investments and ather investments 3,236 a1
Purchase of proparty, plant and sgquipmsnt 11 {69,132y  {140.042)
Net cash out flow on acquisition of subsidiaries {2,176} -
Investment in proparies 10 93 {24}
Procesds from disposal of property, plant and equipment 15,345 20,431
Cther assets (#4,230) {T.527}
Shaot tarm deposils {89,747} 20,39
Interest received 2,152 2484
Dividends from associates 25,056 34,424
Met cash used in invasting aclivities (153,411} {84,269}

The attached nates 1 o 36 form part of these consolidated financial statements.
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Bahrain Mumtalakat Holding Company B.S.C. (c)

CONSOLIDATED STATEMENT OF CASH FLOWS {continued)
Year ended 31 December 2013

2013 202
Mate 8D von BO 000
FINANCING ACTIVITIES
Capilal coniritition 18 32,5909 15,346
Froceeds from borrowings 430,383 342 666
Repayment of bomrowings (514,750} {426 560)
Dividend paid to non-controlling interasts {12,074) {23.241)
Movement in non-cantrelling interests {net) (1,455) 551
Margin deposits with brokers {1,291) {143}
Chligations relaling (o acquired entitias [29.843) {28 245)
Met cash ussd in financing activities {93,031} (119.626)
(EECREASE) INCREASE IN CASH AND CASH EQUIVALENTS {135,640} 50,822
Cash and cash equivalents at beginning of the year 277,435 226,613
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 3 141,795 277 435

The attached notes 1 to 26 tarm part of these consolidaled financial statements.
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Bahrain Mumtalakat Holding Company B.S.C. {¢)
NOTES TO THE CONSQOLIDATED FINANCIAL STATEMENTS
31 December 2013

1 INCORPCGRATION AND PRIMCIPAL ACTIMVITIES

Bahrain Mumlalakat Haolding Company B.5.C. {¢) {"the Company™, a closed Bahraini Joint Stock
Company, was incarporated in the Kingdom of Bahrain by Royal Decree number &4 of 2006 and
registered with the Ministry of Industry and Commerce under Commercial Regisiralion {CRY number
£1579, on 29 June 2006. The Company operales as an inveslmenl company. The postal addrass of
the Company's regustered office is P.C. Box 820, Manama, Kingdom of Bahrain.

The Company iz fully ownad by the Government of the Kingdom of Bahrain {“the shareholder™) thraugh
the Ministry of Finanee. The Company acts as the investment arm of the Kingdom of Bahrain.

The censclidated financial statements were authorised for issue in accardance wilh a resolution of the
Board of Directors on 3 June 2014,

2 BASIS OF PREPARATION

The consolidated financial statemenls have besn prepared on a hislorical cost basis, except for
derivative financial instrumenis, financial assets at fair value through the statement of income and
available far sale invesimanls, which are carried & faic value, The camying values of recognised assets
and liabiities that are hedged items in fair value hedges, and ace otherwise carrigd at cost, are
adjusted to record changes in fair values afiributable to risks thal are baing hadged.

The consclidated financial statements are presented in Bahraini Dinars, being the functional and
presentational currency of the Company and are rounded to the nearest thousand [BD 'G00).

21 Statement of compllance

The consolidated financial statements of Bahrain Mumlalakat Helding Company B.5.C. (¢} ("the
Company”) and s subsidiaries {togelher “the Group™) have been prepared in accordance with
Intarnational Financial Reporling Standards {IFRS), and in conformity with the Bahrain Commercial

Companies Law.

2.2  Basis of copsolidation
The consolidated firancial statements comprise the financial statements of the Company and its
subsidiaries as at 3 December 2013, The Company has the following subsidiaries:

Chwriershipyd
YOG power
at 31
Decambar  Dats of sffective
MNamea 23 corirol Principal actvity

Alurminium Bahrain B.S.C. {Alba} G4.38% 2% Juna 2006 Ownis and operates a
primany giurmicium smeler
and the related
infrastructyre.

Bahrain Airport Company B.S.C. (g} 100% 17 January 2008 Managing airport facilities,
airplanes ground senvices
and airporl surrounding
area deyelopment,
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Bahrain Mumtalakat Holding Company B.5.C. {c}
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decemnber 2013

2 BASiIS OF PREPARATION [continued)

2.2 Basis of consolidation {continued)

Dwirershipd
voling power
at 3
December Date of effective
Name 2013 contral Activity

Bazhrain Flour Mills Company B.5.C. 65.70% 29 June 2006 Froduchon and sate of flour
and related products,

Bahrain internalional Circuit 100% 29 June 2006 Managing, operaling and

Company S.P.C. renting the car racing track
in Bahrain.

Bahrain Real Estate Investment 100% 29 June 2006 Ceveloping, teasing and

Company B.S.C. {c) managing investment
properies,

General Fovily Company B.S.C, (2) 100% 29 June 20086 Poullry farming and sale of
aggs.

Gulf Aviation Academy B.5.C. (¢} 100% 22 July 2009 Prowiding braining for aidine
pilols, cabin ¢rew and
related services.

Gulf Air Company B.5.C_{c) 100% 5 May 2007 Transportation of
passengers and fraighl on
a scheduled and chartar
Lagis.

GGulf Air Group Holding 100% 19 March 2008 Invesirnant holding

Campany B.5.C. (¢} cCOmpany.
Gulf Technics 100% 20 January 2010 Maintenance of aviation,
Company B.5.C. {c) equipment and fleat
technical managament.
Falcon Group Holding 100% 2 February 2000  Investmenl holding
Caompany B.5.C. () Company.
Southern Area Development : 55 00% 7 October 2013 Developmert of a hotel and
Company B.5.C. (¢ associated facilities and
ather tourfsm relatad
activities

Southem Tourism 100.00% 25 Aprl 2013 Providing sea

Company B.5.C. {c) transporiation and laursm
services.
12
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Bahrain Mumtalakat Holding Company B.S.C. {(c)
NCQTES TC THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION (continued}

2.2 Basis of consclidation [continuad)

Refer to note 34 for acquisitions during the year. Awali Real Eslate Campany B.5.C. (¢), Bahrain Food
Holding Company 5.P.C. Hawar Island Development Company B.S.C. (¢) and Tourism Project
Company B.5.C. (c} were liquidated during the currend year, There ware no changes in lhe Company's
awnership in other subsidianas during the year.

All of the subsidiaries above are incorporated and principally operate in the Kingdom of Bahrain,

Subsidiarigs are fully consoliddated from the date of acquisiion, being the dale on which the Group
abtains contral, and continue 10 be consalidated until the date that such condrol ¢easas,

All material intra-group balances and ransaclions, including material unrealised gains and losses on
transactions and dividends, batween Group companias have been eliminated on consolidation.

The financial statemenls of the subsidiaries are prepared for the sams reporting pericd as tha pareni
company using consisterd accounting policies.

MNon-controlling interéasts régreseant the partion of profit or loss artd net s#ssels not held by the Group
and are prasented saparately in the consciidated statement of income, consolidated slatement of
comprehensive income and within equity in the consolidated stateament of financtal posion, separately
from the parent sharehclders equity. Losses within a subsidiary are altributed to the non-controlling
interest gvan if thal resuits in a deficit batance. A change in the ownership interest of a subsidiary,
withoul loss of conlral, is accounled for as an equity transaction, If the Group loses control over a
subsidiary, it:

- Derecognises the assets {including gocdwill} and liabilities of the subsidiary

- Dergcognises the carmyving amount of any non-contralling intarest

- Dergcognises the cumulative iranslation differerces, recorded in equity

- Hecognises tha fair value of the consideration received

- Recognisas the fair valite of any invesimant retaied

-  Recognises any surplus or deficl in statement of income

- Raclassifies the parent's share of components previously recognised in other comprahensive
income o profit or loss or retained eamings, a5 sppropnate

2.3  SignHicant accounting policles

Changes in accounting policles
The accounting policies adopted by the Srowp are consistent with those of the pravious financial year

except for the adaption of the new / amended standards, noted below:

fAS 1 Presentation of llems of Other Comprehensive Income - Amendrmegnis to [AS )

The amendmenis to |AS 1 introduce a grouping of items prasented in other comprehensive income
{QCI). ltems that could be reclassiied {or recycled) to profit or loss a1 a future point in time [8.g., net
gain on hedge of net inveslment, exchange differances on lransiation of foreign operations, net
movemeanl an cash Aow hedges and nat 1053 or gain on available-for-sale financial assets) now have o
be presented separately from items that will never be reclassified {&.9., actuaral gains and losses on
defined benefit plans and revalualion of land and buildings). The amandment afected presentation
only and had no impact on the Group's financial pasilion or performance.
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Bahrain Mumtalakat Helding Company B.5.C. {c}
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decemnber 2613

2 BASIS OF PREPARATION {continuad)

2.3  Significant accounting policies {continued)

Changas in accounting policies {continuad)

IFRE ¥ Financeal Instremems: Discfosures Offsefiing Financial Assels and Fingncial Lishifities
Ameandmeants o FRS Y

The amendment requires an entity to disclose information about rights to set-off financial instruments
and relate¢ arrangemants (g.g., collateral agreements). The disclosures would provide usars with
information that is usehul in evaluating the effect of netting amangements on an entity’s financial
position. The new disclosueres are reguired for all recognised financizl ingtruments that are set off in
accordance with |AS 32. The disclosures also apply {o recognised Tinancial instruments that are subject
to an enforceable master netling arrangemenl or similar agreament, frrespective of whether the
financial inslrumanls are set off in accordance with |AS 32. As the Group is not selting off financial
instruments in accordance wilth 1AS 32 and doss not have relevant offselting arrangemems, the
amendment does not have an impact an the Group.

IFRS 10 Consofidatad Financial Statermeants and 1AS 27 Separate Financial Staterments

IFRS 10 establishes a single conbrol model that applies to all entittes including special purpose
entitizs. IFRS 10 replaces pars of previously existing 1AS 27 Consolidated and Separate Financizl
Statements thal daal wilh consclidated financial statemenls and SIC -12 Consolidation- Special
Purpose Enfities. IFRS 10 changes the definition of contral such that an investor controls an investee
whan it is exposed, or has rights, to variable returns from its involvement with the investes and has the
ability to affect those relurns through its power over the investee, To meat the definition of control in
IFRS 110, all threg cniterta must ba met, including {a) an investor has power over an investee; (b} the
invastar has exposurs, of rights, 1o variable retums fram its invalvement with the investes; and {c) the
investor has the ability to use its power over lhe investes 0 affecl the amount of the investors retums.
Additional guidance has bean included in IFHS 10 to explain when 2n investar has condrg! over an
investee. [FRS {0 had no impact on the consolidation of investments held by the Group.

IFRS 11 Joint Arrangements and TAS 22 Investment in Associates and Joint Venlures

IFRS 11 replaces |AS 31 Interests in Joint Verlures and SIC- 13 Jointly Controlted Entities - Mon-
monetary Contributions by Venlures. IFRS 11 removes the oplion to accound for joindly controlted
entities (JCEs) wusing proporlionate consolidation. Instead JCEs that meet the definition of a joint
verture under IFRS 11 mugl be accounted for vsing the equity medhod, IFRS 11 had no impact on the
Group's financial position or performance.

IFRS 12 Disclosure of interests in Other Enlilies

IFRS 12 s a new disclosure standard and is applicable to entilies that have interasts in subsidiaries,
joint arrangaments andfor uncansalidated structured antities. The applicelion of IFARS 12 has resuled
in macg axlensive disclesures in the consalidated financial statements. Refer to noles 9 and 33 for
additional disclosures an associates and subsidiaries respectively.

IFRE 13 Fair Value Measursmmernt

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13
does not change when an entity is required to use fair value, but rather provides guidance on how to
measure fair value under IFRS when fair vaiue is required or permitted. The application of IFRS 13 has
not materially impacted the fair value measuremenis camried aut by the Group. Additional disclosures
whera required, arg provided in the individveal notes relating to the assets and Fabilittes whose fair
values wareg detgrmingd. Fair valug higrarchy is provided in note 31,
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Bahrain Mumtalakat Holding Company B.S.C. {c}
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Dacamber 2013

2 BASIS OF PREPARATION {continued)

2.3 Significant accounting pollcies {continwed)

Changes in accounting policles (continued}

fAS 19 Employes benalfits

The Group alse adopted lhe revigions o A5 19 Employee Beanefits issusd by the |ASE in 2011,
effective for annuzl periods beginning an or after 1 January 2013, retrospactively. The most significant
amendment raguirgs actuanal gains and 105565 O be recognised in gther comprebhensive ingoma (OCH
and excluded parmanently rom profit and Inss, and also removes the option to defar the recogniion of
agtuarial gaing and losses {i.e. the corridor approach) available under the previous standard.

The impacl of this changa iz reflacied in the consalidated slatement of compreheansive incomae,

New standards and interpretations Issued hut not yat affective

fFRS 9 Financial fnstruments
IFRS 9, as issued, reflects the first phase of the |IASEs work on the replacement of 1AS 39 and applies

to classification and measurement of financial assels and financial liabiliies as defined in 1AS 359 In
subsequent phases, the IASE is addressing hedge accounting and impairment of financial assels. The
adoption of the first phase of IFRS 9 will have an effect on the ¢lassification and measurement of the
Company's financizal assels. The Company will guantify the efecl in conjunclion with the olber phases,
whan the fing!l standard including all phases is issued. The slandard was initially effactive for annual
perieds beginning on or after 1 January 2013, but amendments to IFRS & mandatery affective date of
IFRS 9 and transilion disclosures, issuad in Deceamber 2011, moved the mandatory effective date to 1
January 2015, On Novemnber 19, 2013, the International Accounting Standards Board {IASB) issuad
amegndments 1o IFRS 3 that introduced a new general hedge accounting and remaved the 1 January
2015, mandatory effective date from IFRS 5. The new hedge accounting model significantly differs
from the 1AS 39 hedge accounting model in a number of aspects including eligibility of hedging
instruments and hedged items, accourding for the time value componen of oplions and forward
contracts, qualifying cnteria for applying hedge accounting, madification and discondinuation of hedging
rglationships ebe. Under the amendments, entilies that adopl IFRS & (as amended in November 2013}
&an cheosa an accounting policy of either adopting the new IFRS © hedge accounting moedeal now or
conlinuing to apply Ihe hedge accounting model in {AS 38 for the time being. On 20 February 2014, the
IASE set the mandatory afective date at 1 Januwary 2018,

The Group will quantify the effect of adoplion of this standard, in conjunction wilh the other phases,
whean issued, 1o presant & compraheanswve piciure,

Armendmenis 1o JAS 32 Offsatling Financial Assets and Financial Liabilities

The amendments to [AS 32 clarify the reguirements refaling to the offset of financial assets and
financial labiliies. Specifically, the amendments clarify the meaning of ‘currently has a legally
snforceable right of set-off' and simultansous realisation and setliemant. These are effective for annual
perods beginming on or after 1 January 2014, Theaze smendments are nol expactad to impact the
Group's financial posilion or performance.

IFRS 15 Revenuea from Contracts with Cusltomers

IFRS 15 issued in May 2014 astablishes principles for reporting useful infarmation to users of financial
statemeants about the nature, amount, timing and uncertainty of revenue and cash flows arising from an
enlity’s contracts with customers. The standard supersedes |AS 18 'Revenug’, IAS 11 ‘Construclion
Contracts' snd & numbear of revenue-rakatad interpratations. IFRS 15 is effective for annueal pericds
beginning on or after 1 January 2007 The Groop is corranlly assassing the full impact of this new
standarnd.

Other standards and interpretations that have been issued but nil yet effeclive are not likely 1o have
any significant impact on the consolidated financial statements of the Group in the period of thair initial
application.

15

F-33



Bahrain Mumtalakat Holding Company B.5.C. {c)
HNOTES TO THE CONSOLIBATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION {continued)

23  SBignificant accourding polictes (contfnuad)

Cash and cash aguivalants

Far the purpasa of the consolidated slatemenl of cash lows, cash and cash equivalents comprise of
cash in hand, bank Balances, deposits held al call with banks and other short-term deposits with an
original maturity of three months or tess, net of cutstanding overdrafts.

Barivative financial instruments and hedging
The Group usas derivative inanclal instruments such as forward and future aluminium metal conlracts

The recognition of changes in the fair values of derivalive financial instruments entered into far hedging
purpcses is determined by the naiurg of the hedging relationship. For the purposes of hedge
ageqaunting, derivative finaacial instrurnents are designated a5 a haedge of eithar:

i} thechanges in fair value of a recognised azset or Nahility (fair value hadge); or

i) tha future cash flows atiibutable o a2 recognised asset or liability ar an unrecognised firm
commilment (cash flow hedge).

The Group's criteria far a dervative financial instrpment to be aceounted for 28 a hedge include;

- at the ingeplion of the hedge thare is formal documentation of the hedging retationship and the
enterprise’s fsk management objective and strategy for undertzking the hedge. That
documentation should include identification of the hedging instrumend, the related hedged item
or Iransachion, he nelure of the rsk being hedged, and how Lha enlerprize will assess the
hedging instrument's effeclivaness in offsetting the exposure to changes in the hedged item’s
fair value or the hedged Icansaction’s cash Aows thal is alldibutable (o the hedged nisk;

- ihe hedge is axpected to ba highly effaclive in achiaving offseliing changes in fair value or cash
flows attributable to tha hedged risk, consistant with the originally documented risk management
strategy for that particular hedging relalionship;

- for cash flow hedges, a forecasted transaction Lhat is the subject of the hedge must be highly
probable and must present an gxposura ko variations in cash flows that could ultimately affect

repaned profil or loss,

- the effectiveness of the hedge can be reliably measured, that is, the fair value or cash flows of
the hedged Hem and the fair value of the hedging insirumenl can be rafiably messured; and

- 1he hedge must be assessed an an ongoing basis and determingd lo have actually been highly
effective throughout the financial reporting pediod.

Changes in fair valugs of derivative financial inskruments that are designated, and qualify as cash flow
hedges and prove 1o be highly efective in refalion to the hedged nsk, are recognised in other
comprehensive income. Unrealised gains or losses on any inaffective portion of cash fiow hedging
transactions are recognized in the consolidated statameant of ingome.

When a hedging instrument axpires or is sold, or when a hedge no longer meets the crileda for hedge
accourting, any cumulative gain or loss axisting in ‘olher rezerves’ at that time remains in shareholders
equily and is recognised when the forecast iransaction is ultimately recognized in the consclidated
statement of income. When a forecast transaclion is no [enger expected to occur, the cumulative gain or
Yoss that was reported in ‘other reservas’ i$ immediately fransferred o the consclidated stalemenl of

inGeme,

Changes in the [@ir value of any derivative instroments thal do not qualify lor hedge accourling and are
ctassified as held for trading, are immediately recognised in the consclidated statement of income.
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Bahrain Mumtalakat Helding Company B.5.C. (¢}
NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION {continued}

23  Sigpificant accounting policies {continued}

Investmants and ather financhal assets

Financial assets within the scope of 1AS 39 are classilied as financial assels at fair valve through the
statament of income, réceivables, hedd o maturity invesimeants, or available for sala Inancial assels, as
appropriate. When financial assets are racognisad initially, they are measured at fair value, plus, in the
case of iInvestments not a1 fair value throvgh statement of incaome, directly attibutable transaction cosls.

The Group determings tha classification of its financial assets on intial recognition and, where allowed
and apprapriate, re-gvalrates this designation at each financial year end.

All regular way purchasas and sales of financial assets are recegnised on the trade date, which is the
date that the Group commits to purchase the assel. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the period generally established by
regulaticn or convendion in the markelplace,

Finaneial assats camfed al fair value through statement of incoma

Financial assels carred at fair valve through statement of income represent financial assets designated
upon initial recognition at fair value through statement of income. These assets are parl of a group of
financial assets which ars managed and thair pedormance is evaluated on a fair value basis, in
accordance wilh a documanted risk management or investment stralagy.

Financial assels carred at fair value through staterment of income (conlinued)

Financial assatls at fair value through statament af income are recorded in the consolidated staterment of
financial position at fair value. Changes in fair value are recorded in gain or loss on investments caried
at fair value through the consotidated slatement of income.

Loans snd receivables

Loans and receivables are non-denvative financial assets with fixed or determinable payments that are
nect quoted in an aclive market. Such financial assete are carrfed at amortised cosl using the effeclive
inlerest rate method, tess impaiment. Gains and losses are recognised in the consolidated stalement of
incoma when the leans and receivables are derscognised or impaired, as well as through the
amaortigation procass.

Mor-trading investrments
These are classilied as follows:

-~ Held to maturity
- Available-for-sale

Held to malurty invesiments

Investments with Nxed or deteemingble payments and fived malurities are classified as hald to maturity
when the Groug has the positive intenlion and ability to hold to maturity, After initial measurement haid
to maturity investments are measured at amortised cost vsing the effective interest method, less
impairment. The catculabion takes intd account any premium or discount on acquisition and ingludes
transaction costs and fees that are an integra! part of the effective interest rate, Gains and losses are
recognised in the consclidated statemerd of income when the investments are derecognised or
impaired. as well as thicugh the amarisation process.
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Bahrain Mumtalakat Holding Company B.5.C. (¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION (continued)

2.3 Signlficant accounting policles {continuad)

Invastmants and other financial assets (continuad)

Avaitable-for-sala invesiments

Available-for-sale investments are those non-derivalive financial assels that are designated 23 available
for-sale or are nol classified in any of the preceding categories. After inilial measurement, available-for-
sale financial assels are maasured at fair value with varealised gaing o Insses being recognised in
olhar comprahansive income as cumulative changes in Fair valuas. Investmeants whose fair value cannct
be reliabiy measured are camied al cost less impairment losses, if any. ¥When the investment is
disposed of or derscognised or is impaired, the comulative gain or loss previously recorded in other
compranensive incame is recognised in the consclidated statement of incame. Interest eamed or paid
on the investments is repored as interest income or expense using the effective interest rate, Dividends
earned on investments are recognised in the consolidated statement of income as 'dividend income’
when the righl to receive the payment has been established. Losses arising frem impaimment of such
invesimenis are transfermad from other comprahensive income 1o the consofidated statement of income
and recognisad &8 impairmenl 05588

Fair vaiues

Fair value is the price ihat would be received to sell an asset or paid to transfer a lizbility in an orderdy
transaction btetween market participants al the measurement daie. The fair value measurament s
based on the gresumplion that the ransaction o sell an assel or trangfer a liahility tzkes place either in
the principal market, orin the absence of a principai market, in the most advantagecus market.

- Fair value of inancial instruments that are quoted in an active markes! is determined by raference
to market bid prices respectively at the close of business on the reporting data.

- For equity investmenis that are not quoted in an aclive madket, fair valuation is based pimarily
on market multiples of comparable companias which are quatad.

«  |nvestments in managed funds are based on net assel values,

- Denvatives which are not traded in an aclive marksl such as commodity options, interesl rate
collars and swaps etc. are determinad by valualtion techniques carfed out by counterparies.

- Forward foreign exchange contracts are determined using forward exchange markel rates at the
reporting date with the same maturity.

mpairment and uncollectabllity of flnancial assets
The Group assesses at each reporting date whelher a financial assel or group of financial assets is

impaired.

Assats carried 51 arnorlised cost

If thare is cojsclive svidence that an impairment loss on ssseis camed at amorised cost has been
incurred, the amount of the 16ss is measured a5 the difference bedween the asset's carmying amound and
the present value of estimated future cash flows discounted at the financial asset's original affechive
interest rata. The carmying amourd of the investmeant is reduced through the use of an aliowance account
and the amamit of the loss is recognised in the consalidated stabement of income.

If, in & subsequant percd, the amount gf lhe impaimment loss decrgases and the decrease can be
related obfeclively to an event oocurming afler the impaiment was recognised, the previously recognised
impairment loss is reversed, to the extent thal the camying value of the investment does not exceed its
amortised cosl at the reversal dalte, Any subsequent reversal of an impairment loss is recognised in
consolidated slatement of income.
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Bahrain Murntalakat Halding Company B.S.C. {¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

2z BASIS OF PREPARATION {continued)

2.3  Slgnificant accounting policies {continued)

Irmpairment and uncoltectahllity of inanctal assets [continued)

Trachs accoums receivable

A provision for impairmmenl is made when thare iz objeclive evidence (such sz the probability of
ingolvancy or significent inancial dificulties of the debtor) that the Group will nol ba able 1o collect all of
lhe amounts due under the original terms of the invoice. The camying amounl of the receivable is
reduced through the use of an allowance accourd, Impaired recelvables are written off when they are
aszassed as uncollectzble. IF any wrile-off is later recovered, the recovery is recognized as olhar
income in the consolidated slatement of income.,

Availabletor-sale-nvesimoanis
For available-for-sale investmeants, the Group assess ai each reporting date whether there is objective

evidence that an investmant is impaired. In case of equily investments, classified as available for sale,
objective evidences inglude a 'significant or prolonged’ decling in the fair value of the invesiment below
il cast. 'Significant’ is evaluated against the oniginal cosl of the investment and "prolonged” againsl the
period in which the fair value has been below il onigingl cost.

If an available-for-sale-investment is impaired, an amount comprising the difference betwaan its cost
{net of any principal paymant and amortisation} and its current fair value, less any impairmenl loss
praviously recognised in the consolicated statamenl of income, is transfared fram other comprehensive
incoma ko the consolidated statement of income. Reversals in respect of equity insiruments classifisd
as available-for-sals are not recognised in the consolidated statement of income. Reversals of
impaimment losses on debd instruments are raversed through the consolidated statament of incomas, if
the increase in fair value of the instrument can be objectively refated to an event coccurring after tha
impairment {oss was recognisad in the consolidated statement of income.

Assets hald for sale f distributlon

Assets held for sale { distnbution comprise of assets which are expected 1o be sold f distibuted within
twelve monihs from the datg of the statemenl of financial posilion and are measured at the lowsr of their
carmying amaunt and fair vaiue less costs to sell or dislribute,

Inventories
Inventories are stated at the lower of cosl and net realisable value. Costs are those sxpenses incumed

in bringing each product Lo s prasant localion and conditian,

Mat reatisable value is based on estimated selling price, less any further cosls expected to be incumad
on compleficn and disposal.

Whera nacessary, an impairment provision is made for obsclete, slow moving and defeclive ilams.

Invastmeant in associates

An associzle is an entity over which the Group has significant influence. Significant influence is the
power o participate in the financial and operating palicy decisions of the investee, bl not control or joint
cordre gver those palicies. The Group's investiment in its associates is accounted for vsing the equity
method of accounting.
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Bahrain Mumtalakat Holding Company B.S.C. (¢)
NCTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decemboer 2013

2 BASIS OF PREFARATICN (continued)

2.3 Signifficant accounting policles (continued)

Investment in associates (continuad}

Lnder the eguity method, the wavesimenl in the associate is camied in Lhe consalidated slatgment of
financial position al cost plus post acguisition changes in the Group's share of net assets of the
ausociate. Goodwill relating b the associate (s included in the camying amount of the investment and is
not amorised. The consoiidated stalamenl of inceme reflects the share of the results of operations of
the associate. ¥here there has been a change reccgnised directly in the other comprehensive income
of the associate, the Group recognises its share of any changes and discloses his, when applicabls, in
ather comprahansive incomea. Prafits and [osses resulting from transactions betweean the Growp and the
associale are aliminaled to lha extent of the interasl in the associale.

Gains or losses on patial disposal of inferest that does not result in a loss of signiicant infleences on
associales is recognised in the consolidated statemen of income and a proportionate amaunl of gain or
toss pravicusly recognised in other comprehensiva income is reclassified to the consolidated statemant
of iIncome,

Upon loss of significant influence over the associate, the Group measures and recegnises any rataining
investmant at its fair valug. Any differences batween the camying amount of the associate upon loss of
significant influence and the fair value of the retaining investiment znd proceads from disposal is
recognised in consolidated statement of income.

The financral stataments of the associates ars prapared for the same reporing period as the Company.
¥YWhen necessary, adiustments are made o bring the accounting policies in line with those of the Group.

Investment propertles
Froparty that is held to earn long termn rantals or fer capital appreciation or both, and that is not occupied

by any member of the Group is cassified as investment property. Investment properies comprise land
and buildings. Investment properies are initialy messured 21 cost, including fransaclion costs,

After initial recognition, the investmenl properliss aré measursd at oot lass accumulated depraciation
and any accumulated impaiment losses. Depreciation is calcufated on a straighl line basis over the
astimated useful lives of 20 years. No depreciation is provided on freahold land.

Subsequent expenditure is capilalised 1o lhe assat’s carrying amount only when if is protratile that future
economic benefits associated wilth the expenditure will flow to the Group and the cost of the tem can be
measuwred raliably. Al other sxpenses arg incheded in the consolidated statement of income when
mcurread.

Investmeant property under construction s trealed as investment property basad on 148 40 {revised),

Invesiment properias are derscogrised when aither they have been disposed of or when the
investment property is pemanently withdrawn from use and no future economic bengfit is expectad
from Hs disposal. Any gains Or |osses on the retirement or disposal of an investment properly are
recognised in the consolidated statement of income in the year of refirement or disposal.

Property, plant and equipment, and depraciatlon
Froperty, plant and eguipment is stated al cost less accumulated depreciation and accumulaled
impairment losses. Land and assets in the process of completion are not depreciated.

Cost includes all costs directly afiributable Lo bringing the asset to woerking condilion for its intendad use,
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Bahrain Mumtalakat Holding Company B.5.C. {¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
3 December 2013

2 BASIS OF PREPARATION (continuad)

2.3 Significant accounting polictes (continuad)
Property, plant and equipment, and depreciation {continued)

Depreciaion is catoulated on a straight line basis over the estimated usaful lives of property, plant and
equipmant as follows:

Lisafufl fives

{years)

Buiicings and leasahold improvements 25-35
Aircraft &-18
Plant, machinery and equipmen? 3-25
Muotor vehicles 4
Fumiture and office equipmend =

Leased aircraft and componants are recardéd by the Group @ per the terms of the underying lease
agreamants as oparating leasas.

Azgets in the process of complalion are trensfared W property, plant and equipmeant whan the zsset is
ready o be el inko commercial usea,

Expenditure incurred to replace a component of an item of property, planl and eguipment that is
accounted for separately is capilalised and the camying amount of the component that is replaced is
written off, Other subsequent expenditure is capitalised only when it increasss the fulure economic
benafits of the related item of property, plant and equipment. All other maintenance expendilure is
recognisad in tha consolidaled statement of income as lhe expense is incurmed.

Business combinations and goodwlll

Business combinalions are accounted for using the acquisiion method, The cost of an acquisilion is
measured as the aggreqate of the eonsideration transfarrad, measured at acquisition date fair value and
the ameunt of any non-controliing interast in the acquiree. For gach business combination, the acquirer
maasures the non-controlling interest in the asquires eilher at fair value or at the preportionate shara of
the acquires's identiiable net assets. Acguisition costs incumed are expensed and incheded in
administralive expenses.

When the Group acquirgs a business, it assesses the inancial assets and Anancial liabillies assumed
for appropriate classificstion and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions 25 at the acquisition date. This includes the separation of
embedded denvalives in host conlracts by the acouires.

If the busingss combinalion is achieved in slages, the acquisilion date fair value of the acquirers
previously held equily interast in the acquiree is remeasured to fair value at the acquisition data through
consolidated statement of income,

Goodwill is inifially measured at cost being the excess of the aggregate of the consideration transferred
and the amount recognised for non-controlling interest over the net identifiable assels acquired and
liabilities assumed. If this consideralion is lower than the fair value of the nel assets of the subsidiary
acquired, the differance is racognised in consofidated statement of income,

After initial recognition, goodwill is measured al cosl less any aocumulated impaiment losses. For the
purpose of impaiment testing, goodwill acquired in a business combination s, from the acquisiion dabe,
allocaled to each of the Group's cash-generating units that are expected io benefit from the
combination, imespective of whather other assets or liabiliies of the acquiree arg assigned to those
units,

1

F-39



Bahrain Mumtalakat Holding Company B.S.C. {c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION [continued}

2.3 Significant accounting pollches {continued}

Buslness combinations and goadwlll {continuad)

Where goodwill forms part of & cash-generating uait and parl of the operation within that unit is disposed
of, the goodwill associated with the operalion disposed of is included in the carrying amount of the
nperation when detarmining the gain or toss on disposal of the operation. Goodwill disposed of in Lhis
circumstance is measured based on the relative values of the operation disposed of and the pertion of
the cagh-generating unil relained.

Impairment of non-fnancial assets
The Group assesses at each reporing dale whether there is any indication thal an asset may be

impaired. if any such indicalion exists, or whan annual impaiment tgsling far an asset is required, the
Group eslimates the assel's recoverable amount. An assel’s recoverable amount is the highar of an
asset’s or cash-generating unit's [air value less costs to sell and ils value in use and is determined for
an individual asset, unless the asset does nol generate cash inflows that are largely indapandeant of
ihose from other assels or groups of assets. Where the camying amount of an assel excoeds its
recoverable amaount, the assat is considered impaired and is wiithen down to is recoverable amount. In
assassing value in use, the estimated future cash flows are discounted to their prasent value using a
discount rate that reflecls cument markel assassmeants of the time value of money and the risks specific
to the assel. In detarmining Fair value less costs to sell, an appropriate valuation model is vsed.

For non-financial assets axcluding goodwill, an assessmenl is made at each reporling date as to
whather Lhere is any indicalion that previously recognised impairment tossas may no longer axisl or may
have decreased. If such indication exisls, the Group makes an estimate of recoverable amount. A
previously recognised impairment loss is reversed only if thers has been a change in the estimates
used to determing the asset's recoveralla amount sinee the last impaiment loss was recognised. ff that
is the case the camying amaunl of the asset is increased to its recoverable amound. That increased
amaunl cannot excesd the carnying amound that would have besn determined, nel of dapraciaticn, had
no impairmend loss been recognised for the assel in prior years. Such reversal is recognised in the
consolidaled slatemeant of inceme unless the asset is camied at revalued amount, in which case the
revarsal is ireated as a revaluation increase.

The following criteria are alsc applied in assessing impairment of specific assats:

Fraperly, plant and aquipment

The camying values of property, plant and equipment are reviewed for impaiment when évenls or
changes in circumstances indicate the camying value may nol be racoverable at the reporling date. For
the aircraft, the Group assesses impairmeant on the basis of independent external valuations.

Goodwill
The Group assesses whether there are any indicators that goodwill is impaired al each reporing date.
Soodwill is tested for impairment annually and when circemslances indicale that theg camying value may

b impaired.

Impairmant is determined for goodwill by assessing the recoverable amount of the cash-generating
ynits, to which the goodwil! relates. Where the recoverable amaunt of the cash-genarating units is less
than thair camying amourd, an impairmend lass is recognised. Impairment losses relating to goodwill
cannct be reversed in future periods. The Group performs ils annual impairment test of goodwill as at
31 Decamber.
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Bahrain Mumtalakat Holding Company B.S.C. {¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION {continued)

2.3 Significant accounting palicies {continued}

Impairment of non-flrancial assets {continued}

Associales

After application of the sguity melhod, the Group determines whather it is netessary to récognise an
additional wnpairmenl loss of the Group's investment in its associates. The Group determines at aach
reporting date whether thera is any objective evidence that the investment in associate is impaired. If
thiz is 1h& case the Group catoulates the amount of impaitment 25 being the difference betwean the
recoverable amount and the camying value of the associate and recognises the amoont inn fhe
consolidated statement of incoma,

Investment properties
The investment properties are fair valued for impaiment assessments at year end. The approaches
followed in fair valyation are summnsed beatow:

- Vacanl land; these zre measured based on rasidual mathod where there is potantial economic
devalopment or recant comparable transaction prices.

- 3round lease land: these are measured by laking into account the potential future income, as
per lzase agreemenls in place and the value of the assel to the Group on expiry of the lease,
The incomea is discountad 1o prasant value.

- The value of the property to the Group on axpity of the laase term is assessed ailher assuming
that the property will be in a fit state to ganerate rental income in which case a capital future
income methgd (s used or the property would be considered 25 a redevelopment sita.

if the fair value of the investment properties falls below the camying amouvnl, the difference is
recognised as impainmend losseas in the consolidatad statement of income.

Financtal liabilities
Obfigations refating la acquired enlities
Obligations retaling o acquired enlifies are agsessed at each period end and adjusted accordingly,

Sorrowing s

Bomrowings are recocgnised initially at the fair valus of the consideration received less directly
atrributable fransaction costs. Subsequent to initial recognition, borrowings are carried al amorlised
cost,

Amortised cost is caleulated by (aKing into account any discount o premium on acquisition and fees or
costs that are anintegral parl of the affeclive yield,

Irderest b2 chamed as an expanss based on efective yield, with vnpaid amounts included in "accreed
SXpEnSes”.

Trada accounls payable and accrusals
Lizhilities sre recognised for amounts to be paid in the fulure for goods or services received, whether
billed by the supplier or not.
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NOTES TO THE CONSOLICATED FINANCIAL STATEMENTS
31 December 2013

2 BASIS OF PREPARATION {contitwiad}

23 Significant accounting polictes {cantinued)
Deracognition of financial assets and finrancial liabilities
Financial asseals

A financial asset (in whole or in part) is derecognised whare:

- the right ta receive cash flows from the assel has expired;

- the Group has ransfermed ilz rights bo cash flows from an assal and either (a) has fransfamed
substantially all the nisks and rewards of ownership or {b} when it has neither lransferred or
retained substantially all the rsks and rewards and when it no longer has control over the
financial asset, but bas ransferred condrol of the asset.

Financial fiabilities
A financial ligkility i5 derecognised when the obligation under the hability is dischamed or cancelled or
BXpires.

Cffsetting f financial instruments

Financial assets and financial liabilities are offset and the net amount is reported in the consolidated
statemnent of financial position i, and only if, thare is a curmently enforceable legal right to offset the
recognised amounts and there is an intention to seftle on 2 net basis, or o realise the assets and setlle
the liabilittes simultanequsly

Empleyea henefits

End of service benaffts

The expatriate employees of the Group are paid an end of service indemnity, which rapresenis 2
defined benafit plan in accordance with the provisions of the labour law in their respective counlries of
employment. This liability, which is nol funded, is provided for on the basis of the nolional amount
payable based on accrued service as at the statement of financial position date.

Other benafits
Employees other banefils such as housing, annual leave, air passage and cther shor-term benefils are

recogrised as they acorue 1o the employees.

Bahraini nationals

For Bahraini nationats, the Group makes condributions to the Social Inswrance Organisation (5100
Scheme. This is a funded defined conlribution scheme and the Group's contributions are charged to tha
consolidated statement of income in the year 1o which they refate. The Group's obligations are limited to
the amounts contributed 10 the Scheme. In addition, the Group atse provides for end of service benefits
to certain Bahiaini naticnals whose salaries exceed a certain limit as stipulated in the Labour Law.

Provisions

Provisions are recognised when the Group has a presant obligation {legal or consiructive) 25 3 rasult of
a past evenl, it is probable that an outllow of resources embodying econamic benefits will be required o
sattle the obligation and a reliabla estimate can be made of tha ampunt of the obligation.

Resgtructuring provisions

Restrucluring provisions are recognised only when the recognition criterfa for provisions are fulfilted.
The Group has a consiructive obligation when a detailed formal plan iderdifies the business or part of
Ihe business concamed, the location and number of employees affected, a delailed sstimate of the
associated costs, and an appropriate timeline. Furthermare, the amployees affected have been notified
of the plan's main features.
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31 December 2013

2 BASIS OF PREPARATION {continued)

23  Significant accounting palicies {continued}

Loases

The determination of whether an arangement is, or conltaing a lease is based on the substance of the
arrangement 2l inception date, whether fWlfillmant of arangement is dependenl on the use of a spacific
asset or assets or the arangemeant conveys a righl o use the asset,

Fimanca laases

Group as a lesses!

Finance leases, which iransfer to the Group substantially all the rsks and benefits incidental 1o
ownership of the leased item, are capitalisad at the commensement of the tease at the fair value of the
leazed asset or, if lower, at the present valug of the minimum lease paymenis. Lease paymenls ara
apportioned between finance charges and reduction of the lease liability so as lo achieve a constant
rate of intarest on the remaining balznce of the lkability. Finance charges are recognised in the
consolidated statemenl of incomea.

Leased asgels ang depreciated over the useful life of the assat. However, if thers is no reasonable
cartainty tha! the Group will abtain cwnership by the end of the lease term, the assel is depreciated over
the shorter of the estimated useful life of the asset and the lease lemn.

Dparating leases

Froup a5 a essee!

Leases where a significant portion of the risks and rewards of ownershig are retained by the lessor are
classified as operating leasss. Payments mada under aparating leasss ara charged to the consolidated
statemetd of income on a straighl-line basis over the lease tarm,

Eroup a8 & lessor:

Assets leased out under operating leases are included in invesimeni properlies in the consolidated
slatement of fnancial position. They are depreciated over their expected usaful lives on 2 basis
consistent with similar owned property, plant and eguipmenl. Rental income (net of any incentives given
to lessees) is recognised on a straight-line basis over the lgass em.

Foraign currgncy transtation

Transactions in foreign currencias are inlially recorded in Bahraini Dinars at the exchange rate ruling at
the date of the transaction. Monetary assets and lFabilities denominated in foreign cuvmencies are
retranslated into Bahraini Dinars at the exchange rate ruling at tha repating date. All exchange gaing
and loszas are taken to lhe consolidated statement of income, Mon monetary items that are measured
in terms of historical cost in a foreign cumency are translated using lhe exchange rates at the date of the
initial transaclions. Non monetary items measured at fair valug in a fareign currency are transiated using
the exchange rates at tha date when the fair value is detemined, Any goodwill ansing on the acquisition
of a foreign operation and any fair value adjustments to the carrying amounts of assels and liabililies
ariging on the acgquisilion are treated as assets and liabilibes of the foreign opearation and translated at
the closing rate,

Translalian gains of losses on non-monelary available for sale items camiad at fair valua are included in
other comprehensive income as part of the fair value adjustment dn available for salg invastments,
unlgss part of an effeclive hedging stratany.

The assets and labilittes of foreign operalions are Wransiated into Bahraini Dinars at the rate of
axchange ruling at the reporting date and their statemant of income dems ace ranslated ot the average
exchange rales for the year The exchange diferances ansing on the translation are takan lo ather
comprehaensive income. On disposal of a foreign enlity, the deferred cumulative amount recognised in
other comprehensive income refaling to that paricular foreign operation is recognised in the
consolidated statermant of income.
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2 BASIS OF PREPARATION [continted)

2.2 Bigeificant accounting policias {continuead)

Ravenus recegnition

Revanue is recognised ko the extend that il iz probable that the econamic benefils will Tow 16 the Grous
and the revenus can be relizbly measured. Revenue is measured at the fair value of the consideratian
receivaed, exciuding discounts,

Paggsanger tickets and cargo biffs
Sale of passenger tickets and cargo airway bills are recognised as revenus when theg iransportation

service is provided.

Sate of pazsenger lickets and cargo ainway bills are inttially recorded as unearned revenue, The value
of passenger and cargo tickets sold but which have remained unused for mare than 24 months, or are
otherwise not expected {o be used based on customer usages slatislics, is accounted for a5 INcome.

Sate of metal amnd othar products
Reavenue from the sale of finished metal and other goods is recognised when the significant risks and

rewards of ownership of the geeds have passad to the buyer.

Direct cosls
Direct costs are recognised al the same time as the revenue to which they relate.

Dividend income
Revenue is recognised when the Group's right to receive the payment is established.

interest incomea
Inberast income is recoanised based on efectiva inlerasl rates

Government assistance

Govermment assistance is recognised where there is reasonable assurance thal the assistance will be
received and all attached condilions are complied with. ¥YWhen the assisiance relates to an exgense
item, it is recognised as income on a systematic basis over the pericds that the cosls, which it is
intended to compensate, are expensed. Whan the assistance relales 1o an assatl, it is recognised as
incorme in equal amownds ever the expectad useful life of the refated asset,

Sovernmenl assistance that becomes receivable as compensation for expenses o lossas already
incermed or for the pumpose of giving mmedizte financial sopport with no fulure refated costs ane
recognised in the statement of income in the period in which they become receivable.

Bomowing coats

Borrawing costs direclly atinbutable to the acquisition, construclion or production of an asset thai
necessarily takes a substantial period of time {o get ready for its intended use or sale are capitalised as
part of tha cost of the respective assels. All other bomowing costs are expensed in he perod they
Qcour.

Taxes
There is no Lax on corporale income in the Kingdom of Bahrain.
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3 CASH ANE BANK BALANCES

2013 2012
ED i BO 000
Cash and current accounts with banks 76,666 100,548
Call deposits 31,382 20310
Tarm daposits 137,499 160,259
Cash and bank balances 245 547 290,146
Bank balances under lign and term deposits wilh an arigingl maurity
of more than three manths {103,746} {12,70%)
Bank ovardrafts {note 14} (&) {2)
Cash and cash aquivalents as per ihe consoifdated
statement of cash flows 141,745 277.435

The majority of the cash and bank balances, and call and term deposils arg denominated in Bahraini
Dinars and US Dollars. As at 31 Decembear 2013, the effeclive interast rate on call deposits was 0.14%
(2012: 0.28%) per annum and term deposils was 1.85% (2012: 1.02%) per annum,

4 CERIVATIVE FINANCIAL INSTRUMENTS
The Group has a number of dervative financtal instruments comprising inlerest rate collars, knockout
swaps, forward foreign exchange centracts and commodity options. The fair value of the derivalive

financial instruments at the statemeant of Anancial position date and gaing or tosses for the year endead
A1 December 2013 are a5 follows:

Galns {losses) for the year ended

At 31 Dacembar 2013 31 Decamber 2013
Fosltive  Negative
fair value  fair value Revaluation Realised Total
ar ‘cog BC 000 80 ‘dof BC 00G B0 ')
Hald as trading
Commedity oplions and futures - 9,402 24,918 {8,845) 18,078
Interest rate coliars and
knockout swaps - Fita: 2254 {2,508) (254)
Forward foreign exchange
confracts - - 47 - a7
Total - 16,103 A0 (9,348} 17,871
Heid az cash flow fedges
CIross CUTency swaps " 6,532 . . -
Total - 16,625 a2r21% (9,348} 17,871
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4 DERIVATIVE FINANCIAL INSTRUMENTS {continuad)

Gaing flosses) for the vear ended

At 31 Dacarnber 2012 37 Decembar 2042
Positive MNegative
fair vaiue fair vafue Revaluation Fealisad Total
20000 B0 080 80 000 80060 80 000
Hald as trading
Commodily options and futures 104 34,424 21,994 {16.940) 5,054
Interest rate collars and
krockoul swans - 2,655 5363 {4,848) 15
Forward foraign exchange
contracts - 47 291 - 291
Total 104 37.426 27.648 {21.788) 5,860
Held a5 cash flow hedges
Cross currency swaps - 1,245 - - -
Total 104 By 27,548 {21,788) 5860

The Group does not engage in proprietary kading activilies in denvalives. However, the Group enters
into derivatlive transactions 1o hedge scanomic risks undear ifs sk maragement guidalings that may nol
qualify for hedga accounting under PAS 28, Consequently, gains or iossas resulting fram the re-
measuramend o fair value of thesa derivatives are taken {o the consofidated statement of income.
Derivatives held under cash flow hedges represent cross cumency swaps to hedge against certain

borrowings {note 14 ii.

Intarest rata collars and knockout swaps
Tha Group initially entered into interest rate collar and knockout swap transactions for BD 585,500

thousand (US$ 1500000 thousand) floating rate borrowings for financing certain projects of
Aluminium Bahrain B.5.C. to manage overall financing costs. Thase conlracts expire on 17 Fabruary

2015,

The nolional amaunts culstanding a5 at 31 December 2013 were BD 101,790 thousand (LUS% 270,000
thausand) and a5 at 31 December 2012 ware BD 190,422 thousand (US$ 505,098 thausand].

Commodity options
The Group ertered inlo commodity oplions to offset the premiom payatle on the interast rate collar.

The exposure 1o the Group is that if the London kMetal Exchange (LME) price of gluminiem exceeds
S 1,650 {2012: LSS 1,650) per metric tonne than the Group will pay the difference between the
market price and the average coniracted price of US$ 1,650 (2012: USE 1.650) per metric tonne for

certain tonnages of aluminium,

The fair values of derivative financial instrumenis are obtained from counterparty financial ingtilutions,
These are claszified under level 2 fair value hierarchy {note 31}

3 TRADE ACCOUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASSETS

2013 2012

BO G B0 000

Trade accounts receivable {nat of provision for impairmenl) 107,940 122,145
Other receivables {net of write back] 41.5M 42 423
14,324 16,636

Prepayments

163,835 181,204
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5 TRADE ACCOUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASSETS {cantinued)

The movemers in the provision for impairment of kade receivables were as followes:

2013 2012

BD 900 80 000

Balance at baginning of the yaar 14,036 13,422
Provided during the year, net 143 1,237
Amaunt written off during the year {1,815} {623)
Balance at end of the year 12,384 14,036

Thea ageing analysis of unimpairad trade aceounts receivable is as follows:
Neither past Pag! due but rot irnpairad
dua nor 31-64 61— 40 a1-72g

Toral impaired < 30 days days days days =120 days
B0 'G00 BD 0OG  BD 000 B0 G0 B0 000 80 110 80 000

2013 107.940 97652 2,098 1,504 742 872 4,972
2m2 122,145 1008 699 2,739 2515 1,411 1727 4,054

Unimpaired irade accounts and other receivable are expected, on the basis of expenience, to be fully

regoverable

8 INVENTORIES

2013 2012
80D 000 80 100
Rew matgrials 28,504 29,195
Waork in progress 44,713 52.051
Finishead goods 13.430 18,444
Store, spare parls and consumablas 7,438 35,768
Goods in ransit 37, 760 25281
162,845 160,753
Provisicn for impairment of inventones {2,188) {1,834)
160,657 158,919
Tha movamant in provision for impairment of Inventorlas ara as follows:
2013 2M2
ar oo 80 uoo
Balance at beginning of the year 1,834 1,625
Provided during the year 416 400
Inventorias writtan off during the year (62) {191}
2,188 1,834

Balance at end of the year

29

F-47



Bahrain Mumtalakat Holding Company B.5.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

T INVESTMENTS CARRIED AT FAIR VALLUE THROUGH STATEMENT OF INCOME
2013 2012
BD 000 [zl ili]
Equilias 1,910 1,827
ianaged funds 90,582 71,435
Bonds 150 150

92,143 73412

Equities are quoted and fair valused based on market bid prices at the close of business on the
reperling date, These are classified under lgvel 1 fair valug higrarchy. Managed funds are fair valued
bagad on net ass& valves and ingluded in Level 2 fair value hierarchy. Ref to note 21 for disclosura of
fair value hisrarchies.

4 NON-TRADING INVESTMENTS

2013 2M2
ok 'oce 80 000
Available-for-sale quotad Investments

Equities 6,223 5,211
Managed funds 2,824 2,242
9,047 7,453

Avaifable-for-sale unguoted investments
Equities 226,422 204 120
235,469 211,573

Available-for-sale investmenls incizde tnquotad investmeants amaounting to BD 472 thousand {2012:
BD 448 thousand) which are carried at cosl. The fair value of these securifies cannot be reliably
astimated due io the unpredicltable nature of their future cash flows and the lack of suitable alternate
methods for armving al a reliable fair value, Mo impairment losses racognised an available-for-sale
invastments during the cumrent ygar (2012: BD 1,229 thousand) (nate 27).

Qugoted equities aré fair valugd based on market bid prices at the close of business on the reporting
date. Cuated managed funds are f2ir valued based on net asset valves.

Unguoled equily investments are fair vaived based pramarily on market multiples of comparable
campanies using Leval 3 inputs. Discount for lack of marketability ranges from 0% - 30% applied in the
valuation is considered as a significant unobservable input. Discount for fack of marketability
represents the amounts thal the Group has determined thel markst paricipants would take inlo
gcocount when pricing these invesiments. An increase in the discound for lack of marketability would
decraase the fair value of the investment and vice versa. Ref 1o nate M for disclosure of fair value
higrarchy.

a0
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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9 INVESTMENT IN ASSCCIATES
L] The Group has the follow/ng material associates at 31 December 2813 and 2H2:
Ownership/

Couniry of incorporation voling

AsE0Ciaie and pperaiion Principa! activilias %

Bathrain Telacommunications Kirngdom of Bahrain Providing lelecom IBET%

Comgpany E.5.C. (Batalgo} sarvices

Mationat Bank of Bahrain Kingdom of Bahrain Banking 49.00%;

B.5.C. (NEB}

113] Summarised financial information of material associatas

Summansad financial iInformation in respect of the materig! associales is 5e1 oul below. The sumarised
financial information balow represents amounts reported in the associates” financial statements
prepared in accordance with IFRS.

Batalco NEB

2013 2012 2013 20z

BO 900 B0 000 B0 O BD '000
Total assels 1,042,164 609,268 2,745,230 2 654 560

Total labitilies {449,019) ({169,187) {2,366,090% (2,335620)
Mat assets 593,145 520,181 363,140 318,940
Revenug 370,581 4,710 £4,650 86,610
Meat profit far the yaar 49,954 63,343 50,410 46 210
Other comprehensive income for the year 13,205 424 13170 23660
Todal comprahansive inoome for the yaar 63,159 63,767 65,580 60870
Dividend received during the year 11,088 18,480 10,478 12,574

(i} Raconclliatlon of summarised financlal Infarmation to the carrying value of Investmants:

Batalceo NBE
2013 2012 2013 22
B0 ‘000 BD ‘000 8D 600 BD 000
Group's share of the net assets 197,785 185 594 1H7.937 166,281
Goodwil 101,525 101,525 136,928 136,938
Carrying value of investment 269,310 290,119 314875 283,219

{iw)  Market values

MBEB and Balelco are listed on the Babrain Bourse. The market values based on quoded prices at 31
December 2013 were BO 295,065 thousand (2012; BD 222,137 thousand) and B0 174,240 thousand
{2012; BD 213,312 thousand) respaclively.

{w) Aggregate information of associates that ara not individually materlal

2013 2012

20 000 B0 000

Group's shara of profil lar the year [nat) €,405 1,732
(3roup’s share of olher comprehensive income for the year {net) 1,849 89
Group's share of tofal comprehensive incoma for the year (net) 8,254 1.821

Aggragate camying value of Group's investmenl in thase
associales s 12 296 155
ic}
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Bahrain Mumtalakat Holding Company B.5.C. {c}
NGTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decermber 2013

9 INVESTMENT IN ASSOCIATES [continued)

(v} tmpairmeant losses

The Group determines at gach reparling dale whether there is any indication of iImpairment as definad
in 1AS 36 'Impairmant of Asssls' Accordingly, the Group performed impaimment tests on cerain
investments in associales as at 31 December 2013, In order to reasonably assass the recoverable
amount of the associate, the Group used a number of valuation technigues including value in use,
market valuations and trading comparables which indicated a range 10 the enterprise valug of thase

associates.

Value in use calculations are basad on cagh flow projections covernng an initial period of ong yaar,
Cash flows for years 2 10 4 have heen delermined on the basis of managament expectativn of the
business taking inle aceount the prevailing global and GCC economic condilions in general and the
specific indusiry of the associate in particular. Based on the impairment tesls, no impairment loss was
required to be recognised in lhe consclidated statement of incoms for the current year (2012: BD

12,011 thousand).

(vil} Contlngencies

Tha Company has 33.33% ownership intergsl in Hawar Holding Company (Hawar) which owng 20% of
the issued share capilal of Bateleo. The 20% shares of Batelco owned by Hawar is pledged to financial
institutions as a security againsi loans obtained by Hawar for the purpose of financing the acquisition of
lne said shares. The loan ouistanding as of 31 December 2013 was BD 113,100 thousand {201 2: BD
113,100, The terms of the lcan agreement require that in the event of default in payment by Hawar,
lhe shareholders of Hawar will be liable 10 repay the loan amount. The loan is currantiy fully repayable
on 9 January 2017.

The Groups” share of the conlingent liabilities of the associgtes at 31 December 2013 was BD 2,181
thousand (2012; BD 2017 thousand).

10 INVESTMENT PROPERTIES

Freahofd land Buildings Total
BO 000 80 '00d B0 900
Cost:
Balance at 1 January 2013 (nel of impairment losses) 217,835 1,558 219,383
Addilions 3083 3 3178
Disposals (37D - (79
Transfers {5.,000) (24) (5.024)
At 31 Decomber 2012 213,541 1,627 217,168
Accumulated depraciation:
Balance at 1 January 2013 - 186 186
Charge for the year - 28 28
At 31 December 2013 - 214 214
Net camying amount:
At 31 December 2013 215,541 1,413 216,954
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10 INVESTMENT PROPERTIES [continued)

Frechold Iand Buitdings Tataf
20 000 80 000 80 900
asl

Balance at T January 2012 {nel of impairment losses) 212,212 1534 213.746
Additions 5623 24 5.647
At 31 December 2012 217 835 1558 219243

Accumulated depreciation:
EBalance at 1 January 2012 - 158 138
Charge for the year - 26 28
At 31 December 2012 - 186 186

Met carrying amount:
At 31 Decamber 2012 217,835 1,372 219,207

The Group svaluates the recoverable amount of the properies a8 at the reporting date based on the

following medhods:

- Wacant kand- residual method and comparable pricas

- Ground l2ase land- assessed taking into account the poterdial fulure income, as per lease
agreements in place and the value of the asseat 1o the Group an expiry of the lezse. The income
i discountad to present valug.

The asset value to the Group on expiry of the lease has been zssessed sither assuming thal the
property would be in a fit state to generate rental income in which case a capital future income methad
is used ar the property would be cansidered a5 a redevalopment site;

The approaches also factor the exisling and/or prospective usa and zoningfurban planning
reguireamenls, and restriclions such a3 currant limited macka! damandgd, restriclions of the propearty itself
(&0, NG accass 10 the site), axisting ground [eases, existing tenancies; el

Investment properties are unencumbered at the reporting date. The fair value of the invastmant
properties at 31 December 2013 was BD 232,250 thousand (2012; BD 223,142 thousand}). This
comprises of properlies wilth fair valee of BD 86864 thousand (2012: BD 85444 thousand)
determined by independant appraisars based on level 2 inputs and properties with fair value of BD
145,385 theusand (2012: BD 124,698 thousand} determined internally based on lavel 3 inpuis using
valuation methodologies discussed above. There has been no change in the valuation methedologies

during the year.

Based on the impairment assessment at the year end, ne impaiment loss was required to be
recagnised for the yvéar snded 31 Dacamber 2013,

The invesimeni properties comprise of a diversified portfolio of properties. Since the valuations are
based on varous assumptions such as marketability, lease term, ranlals, discounl rate eto.,
computation of the sensilivity of the valuation to reasonably possible changes in the assumptions used
is neither practicable nor relevani.

Investment properdies of BD 88 318 thousand (2012: BD B4,794 thousand), are leased out under
operating leases. Rental income from such investment preperties included in revenue amounling 1 80
1,764 thousand (2012: 1,611 thousand} and the related expenses amounting to BD 290 thouwsand
(2012: BD 274 thousand).

All fraahald tand included in invesimerd propartias are registened in the name of the Group.

23
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Bahrain Murmtalakat Holding Company B.5.C. {¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

11 PROFPERTY, PLANT AND EQUIPMENT [continued)

fi Assels on lease

Gulf Air 8.5 .C. (¢} {"GuIf Air'Y's headguarters are siluated on land belonging to the Government of the
Kingdom of Bahrain {the "Government™) that had been made available on a rent free basis until 31
December 20110, During 2011, the Geovermment began negobiating with Guif Air to charge rent on the
land. The final outcome of the negeliations has not yet bean formalised n a renl agreemerd. However,
a provigion of BD 865 thowsand (2012: BD 577 thousand) has been made in lhe consolidaled inancial
statemenls. In addition, Aluminium Bahrain B.5.C._ {"Alba™) uses land leased from the Govarnment and
from The Bahrain Patrolevm Company B.5.C. (c}. These leases are rent free. Bahrain Airport Company
BE.S.C. (c) ["BAC") had a long tarm license agreement with the Govermmani through the Ministry of
Finance for the use of Bahrain airport land for 100 years, commencing 1 Aonl 2008, at & rent of BD 1
par annum, This license was sumendarad on 20 Jung 2012 and an the same day antersd into an
agreament with 1he Ministry of Fingnce o lease the airport land, installations, struciores, lerminal
building and runway for 95 years at a rent of BD 1 per annum. On 4 June 2013, BAC signed a
supplemental lease agreamend with the Ministry of Finance which extended BAC's right to use, but not
own, the airport planl and equipment. In acdition, Bahrain Intemational Circuit Company 3.P.C. uses
the circuil and other facilties leased from the Govarnmanl al a rent of BD 1 per annum.

During 2012, aircrafts have been sold and leased back with a net book value of BD 48,841 thousand
which have been excluded from the purchssas of proparty, plar and aguipment in the consolidated
statament of cash flows. There was no sale and lease back transaction in 2013,

i) Secured assels

Assets acquired under finance leases included aircraft with & nat camying amount of BD 140,319
thousand {2012; BD 197,081 thousand) and plant 2nd machinery and ather equipment of BD 15,421
thaousand (2012: BD 16 83% thousand} which are secured by charges on these assets. The ilems
include both direct purchases through finance leases which are secured thereto, and aircraft and
angines purchased under condilional sale agreements whereby the Group has possession of all the
rigks and rewards of ownership but whare title ramaing with the selter until payment is made in ull of

the purchass price.

(i) Assals in the process of complation

Assaets in the process of completion include pre-delivery paymenis of BD 43 517 thousand {2012 BD
85,676 thousand) in respect of aircraft scheduled for delivery betwsen 2014 and 2020 and other
capital projects of BD 128 318 thousand (2012; BD 92,278 thousand).

{iv)  Impairment

Impairment loss of BD %000 thousand has baen recognised on aircrafts and BD 11 879 thousand on
other items of property, plant and equipment during the cument ygar (2012 nit). The impaimant was
based on the Surrent markesd value of valug of the undelying asseis.

12 OTHER ASSETS

2043 2012

BD 000 ED 000

Deposits 9,544 10,298
Receivable from associates {note 29) 81,169 143,315
Miscellaneous assels 7976 8,125

94, 289 161,728

A6
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

12 OTHER ASSETS {contliged)

Ceposils represent amounts placed with lessors for the lease of aircraft and engines and other security
deposils. These deposits carry ne interest and are repayabla at various dates until 2020 (refer note 28,
commitments, (il

Receivable fram associstes include an amounl receivable from Gulf Aluminium Ralling Mil Company
BS.C. {t) (GARMCO] of BD 10,315 thovsand {2012: BD 12,753 thousand), Mclaren Automotive
Limited of BD 61,173 thousand (2012: BD 120493 thousand} and Mclaren Group Limited BD 9,681
thousand (2012: BD 9.069 thousand). The amount receivable from GARMCO was originally an overdue
trade receivable and was converted into a long term lean duning 2007 The lean is répayatile in 16 half
yaarly installments with the first installment due on 20 Jung 2009, Interest is paysble half yearly on the
putstanding balances at § month LIBOR ples a mangin of 1%. The effective interesl rate as of 31
December 20H 3 was 1.42% (2012 1.73%) par annum,

The amount receivable from MocLargn Automolive Limited rgpresents loans provided by the Group to
finange the comparny's expansion praject. During 2013, lsans amounting to BD 61,284 thousand was
converted to equily. The loan balance as of 31 December 2013 does not cany interest, The effeclive
interest rate of the loan as of 31 December 2012 was 4.64% per annum. The loans are partly secured
by pledge of shares by the olher shareholders of MclLargn Automative Limited. The effective interast
rate on the loan provided to McLaren Group Limiled as of 31 December 2013 was 5.3% (2012: 5.3%)

P& annum.

Miscellaneous asseats include a receivable of BD 3,104 thousand {2012; BD 3,228 thousand} which is
securad against borrowings {nole 14}

13 GOODWILL

2013 Zme2
8o 000 B0 G0
Balange at beginning of the year 581,117 787 778
Arising on acquisition during the yaar {note 34 {ii}) 1,130 -
Impairment loss recognised during the yaar (note 27) - (206 661}
Balance at end of the year 582,247 581,117

Impairment testing of goodwill
Goodwill acquired throegh business combinations has baen allocated to the fallowing cash-yeneraling

units, for impaimment testing as follows;

BD 800
. Aluminium Bahrain B.S.C. [Alba] 586G, 152
. General Pouliry Company B.S.C. (¢ [Genera! Poullry] 965
J Bahrain Airport Company S P.C {BAC) (note 34) 1,130

582,247
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13 GOODWILL {¢continuad)

[n accordance with the requirements of IFRES, the Group has performed an impairment test as at 31
December 2013 in respect of the goodwill relaling to Alba, using the services of an independent valuer.

The recoverable amount of the Alba cash generating unil was determined based on valug in use
calculation. The foracasls use cash flow projections based on fnancial budgets approved by
management covering an indial peried of ong year. Cash flows for years 2 w0 4 have baen determined
on the basis of managament's expaclation of the business laking intd accounl the prevailing global and
Gulf Cooperation Coundil ecanomic conditions in general and the aluminium induskry in paricular.
Revenue forecasis are basad on forward estimates of aluminium prices published by CRU, an
indapandant market authority on metal prices. In 2012 revenue forecasts were based on LME forwards.
In addition, a growth rate of 2.5% (2012: 3% has been applisd from year 5 into perpetuity which is in
line with the long term average growih rates of the busingss in which the cash gengrating unif oparates,

The cash flows are discounted using 3 discount rate of 12% (2012: 12%), which reflects market specific
rigks relating to Alba.

Based on the independent valuzation, the goodwill was nol considered impaired as of 31 Decembar
2013, Impairmant lass of BD 206 661 thousand was recognised against Alba cash ganerating unit in
2(312. This impairment loss was due to reduclion in projected cash flows primarily on account of weak
aluminium prices outlock on the backdrop of poor global sentiments about recovery in construction and
infrastructure industries as a result of ongoing ecanomic crisis.

Sensitivity to changas in assumptions

With regard to the assessment of valle in use, managemant believas thal reasonably possible
changes in the growth rate and EBITDA margins would not cause a matenal change o the recoverabla
amourl. However, an increase in the rate used to discount the projected cash flows by 1% {(with all
other vanables remain unchanged) would result in a reduction in the redovergbts amount of the cash
genarating vnit by BO 100,002 thovsand (2012: BD 117 946 thousand). A changa in LME price by USD
100/m1 (with all ether varablas remain unchangad) throughod the forecast period would result in a
change in the recoverable amount of the cash generating by BD 170,000 thousand {2012: BD 175 531

thousand}.

14 EORROWINGS

Total Total

Effective intarost rales 2013 2012

2013 2M2 80 ‘000 a0 e

Bank overdrafts {note 3} 3.30% 3.25% &8 Z

Murabaha borrowings 8.50% 3.24%-6.5% 9,425 35438

Short tarm loans (i} 3.61%3.8%  0.95%-4% 4,398 56,395

Working capilal revelving credit 1.35%-1.89%  1.4%-2.28% 67.680 65,800
Aluminium Bahrain B.5.C.,

project loans 0.85%.2.23% 0.94%-3.26% 80,949 171,525
Aluminium Bahrain B.5.C.

refinancing loan 2.64%-2.77% - 52,205 -

Other tarm Ioans {i} 1.45%-6% 1.91%-6% 490,397 456 688

Finance laase cbhligalions (i} 2.87% 3.08% 123,684 144,271

Loan from the shareholder {iv} 5% 5% 694 694

B29,438 930,813
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14

fiii}

{iv}

BORROWINGS [continued)

Short term loans as of 31 Decamber 2012 include BD 17 160 thousand availed from financial
institutions in the Kingdom of Bahrain by the assignmenl of certain trade receivables.

Other term loans comprise of the following:

Loans amounting ko BD 31 580 thousand {2012: BD 47 516 thousand} which carry interest at
flcating rates. These loans require re-routing of certain cash colleclions, calculated as a multiple
of the monthly loan installment amount. There are no restriclions on the vse of such proceeds.
The effective interast rate at the year end was 4.07% (2012: 3.84%} per annum.

Loans amounting o BD 3,930 thousand {2012: BD 5,403 thousand) which are secured againsl
certain other receivables of the Group {note 12} The effective interest rate at the yaar end was
£.29% (2012 5.14%) per annum,

Unsecured lozns amounting to BE 122,204 thousard (20M2: BD 87087 thousand). The
gffective intarest rale at the vear end was 2. 46% (2012: 2.04%) par annum.

U5t 750 million (BD 282,750 thousand) notes issued by the Company duning 2010, The notas
are unsecurad, cammy a coupon rate of 5% per annum and due for repaymant in 2015, The
camying value of the notes at 31 Dacember 2013 was BD 281 502 thausand (2012: BD 280,669
thousand).

MYR 300 millicn Sukuk issued by the Company during 2012, The Sukuk is unsecured, camies
profit al 5.5% per annum and dus for repayment in 2017 The Sukuk is hedged through a cross
currancy swap whareby he MYR 200 million is swapped to USS 86,774 thousand wilh profit rale
at 5% per annum (note 4). The carrying value of the sukuk at 31 December 2013 was BD
34,057 thousand {201 2: BD 36,013 thousand).

MYR 150 million Sukuk issued by the Company during the year. The Sukuk is unsecurad,
carrtes profil'at 5.35% per annum and due for repayment in 2018 The Sukuk is hedged through
a cross currency swap wheraby the MYR 150 million is swapped to US$ 49 456 thousand with
prafil rate at 4.25% per annum (note 4). The carrying valus of the sukuk at 31 December 2013
was BD 17124 thousand.

Represents finance leass abligations which are secured against property, plant and equipment.

Fulure minimum legse paymenls under finance leases togethar with the prasent value of lhe
minimum lease payments at 31 Decamber are as follows:

2013 2012
Present Prasat
Minimum valua of Adirirrierer value of
payments payments paymernts  paymants
8D 000 80 660 BD 000 B 000G

Within one year 16,912 13,252 25 366 21,309
After one year but not more than

five years 74,895 64,864 ¥5 327 63712
After five years 41718 45,528 62411 59,249

139,525 123,684 163,104 144,271

Less: Finance charges {15,841} . {18.833} -
Present value of minimum

lease payments 123,684 123,684 144,271 144,271

Reaprasents an unsecured loan abtained fram the Government of the Kingdom of Bahrain for a
capital project. The lgan carries interest at a fixed rate of 5% {2012: 5% per annum.
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15 TRADE ACCOUNTS PAYABLE, ACCRUALS AND OTHER LIABILITIES

2013 2072

B0 000 BO ‘00

Made acoounts payable (i} 289,286 266,631
Accrued expenses (i) 181,049 231402
Urneamed revens 30,144 38,406
{ther payables 24,288 31,540
524 76T BT 980

ifl Details of payables o relaled paries included in trade accounts payable are disclosed in note

29,

L] Accrued expenses include BO 3,000 thousand (2012: BD 3,000 thousand) in respect of legal
claims (refer note 28). [t also includes restructuring provisions in conneclion with Gulf Air of BO

22,037 thousand {(2012: BD 70,000 thausand} (refer note 26).

16 EMPLOYEES' END OF SERVICE BENEFITS

2073 2072
2L '0op BD 000
Balance at beginning of the year 13,275 13,230
Refaling o acquistions during thg year 148 -
Provision far ihe yaar 2,176 2.4
Payments guring the year {4,093) {2.376)
Batance at end of the year 11,306 13,275
17 OBLIGATIONS RELATING TO ACQUIRED ENTITIES
2013 2012
BD 090 80 0
Balance at baginming of the yaar 143 107 171,352
Movements during the year (32,732) (28,245)
Balance at end of the year 110,375 143107

These abligations were assumed by Bahrain Mumtatakat Holding Company B.5.C. {¢) on 28 June 2006

as an integral part of the acquisition of invesiments.
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18 SHARE CAPITAL AND CAPITAE CONTRIBUTION
2013 2012
80 Vi 80 D0
Share capitaf
Authorised:
2,000,000,000 shares of BD 1 each 2,000,000 2,000.000

[ssued and fully paid:
1.845,634,591 shares of BD 1 each : 1,845,635 1545625

The Company has resalved to incrgase the authonised sharg capital fram 2.000,000,000 shares of BD
1 each to 5,000 000,000 shares of BD 1 each, in order to issue additional sharas relating to the capital
contribulion. The legal formalities of registering the issue of shares for the additional capital are in
progress at the reporting date,

Capital conlribution

During the year, the Group received investmerd properties valuesd al BO 1,895 thousand (2012 BD 622
thousand), and cash of BD 32,999 thouvsand {2012: BD 15,2496 thousand) from the shareholder as
capital contribution. In addition, invesimant in a subsidiary with a nel fair value of BD 2,485 thousand
has been transfarred to the Company during the year {note 32 {i)).

19 STATUTORY RESERVE

The statutory reserve has been created in accordance with the regquirements of the Bahrain
Commercial Companias Law and the Artichas of Association of the Company. The Company transfers
10% of its annual net income 1o ifs stalutory reserve until such lime as the reserve equals 50% of the
issued share capila! of the Company. The reserve is nol available for distribution, axcept in
circumstances as stipulated in the Bahrain Commercial Companies Law. BD 5,520 thousand has bean
transfamad to stalutary reserve during the cument year. No transfer was made in the previous year as
the: Group raponted losses.

20 OTHER RESERVES

Foraign
Availabis for Cash fow CLITERG Y Panxion
sale financial hedges iransfation pian
dssals rasere resernvg resane rasere Total
BO 000 BD 000 B0 400 BD 000 20 000
fi}
Balance at 1 January 2013 36,543 (1,839 {19,764} . 14,349
Tutal other comprehensiva
income (loss) far the year 33,108 (1,505) 10,338 (1,174) 45,765
Balance at 31 December 2013 69,651 £3.335) {9,428) (1,974} 55,714
Balance at 1 January 2012 16,018 (598) (25,059] - {4.637)
Total other comprehensive
income {loss) for the year 20,525 {1,234} 5,295 - 24 586
Balance at 31 Decamber 2012 35,543 {1,830) [19.764) . 14,9449

iy Cash Row hedges reserve represents the change in fair vaive of cross currency $waps and
share of associates’ change n Fair value of derivatives during the year. These hadges have
been assessed as highly effeclive.
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21 OTHER MOVEMENT IN NON-CONTROLLING INTERESTS

Clher movement in non-cantrolling interests represents the nel movement in tréasury shares held by
Aluminium Bahrain B.5.C. ("Alba").

22 REYEMNUE

2013 2012

8D 000 ED 000

Metals and minerals 749,033 44 835
Transportation 322,438 3a2 202
Cither 26,054 25621

1097525 1162758

23 DIRECT COSTS

2013 2012

B0 G0 BD 000

Raw materials, spares and consumables 140 30 102
Staff costs 123,503 129,143
Capracialion 107,252 103,043
Fuel 125,523 182,234
Operating lease rerdals 17,194 42,542
67,762 0z 036

Repairs and maintanance
Others 169,704 176,095

948,0BE 1,116,195

In addition to the above staff costs, selling and distibution expenses and adminisirative axpenses
include staff casts of BD 9,535 thousand and BO 44,460 thousand respectively (2012 BD 12370
thausand and BD 44 856 thousand raspectively].

24 OTHER OPERATING INCCME
2013 2012

8D ‘oM 80 000

Recovery fram tegal ¢laims {i) . 11,960
Gain on disposal of property, plant and equipment 1.820 -
Miscellaneous 15,678 10,812

17,498 42,772

42

F-60



Bahrain Mumntalakat Holding Company B.5.C. {c)
NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
31 Decemnber 2613

d OTVHER OPERATING INCOME {contined)

iy Recovery from lagal Hlaims

On 9 Oclober 20412, Alba erdered into an cul-oflcoud setffement agreement with Alcoa Inc., Alcoa
Warld Aluming L.L.C. and members of ils senior management {together, “Alcoa”), The setfiement
agreed was a combination of cash amounting to BD 31,960 thousand (USS 85,000 thousand) as well
as concessions on lang term alumina supply and related agreemants. The Group recagnised the cash
recovery of BD 31,960 thousand as other aperating income for the year ended 31 December 2012,

25 GOVERMMENT ASSISTANCE

2013 2tz
20 "GO0 80 Tl

Govemment assislance 167,554 196473

The Governmeanl assistance comprises of B0 95,000 thousand (2012: BD 185.000) receivad by Gulf
Air, BD 12,254 thousand (2012: BD 11,473 thousand) by Bahrain Flour Mills Company B.5.C. and BD
300 thausand by Southern Tourism Company B.S.C {c } (2012Z:nil} from tha Ministry of Finance on
behalf of the Govarnment of the Kingdom of Bahrain.

In acgardance with the Royal Decree numbar 54 for the year 2012, the Govemmant of the Kingdom of
Bahrain had transfarred an amount of 80 185 million to Gulf Air through BMHC in order to sopport its
restructuring plan. During 2013, Gulf Air has recsived BD 85 million from the Govarnment of the
Kingdom of Bahrain, There arg no unfulfilled conditions or canlingencias attached to this assistance.

The amound received by Bahrain Flour Mills Company B.S.C. is {0 enablg it to sell lour at a controlted
price,

2 QOTHER QPERATING EXPEMNSES

2013 242
&D 000 B i1}
Loss on disposal and write-off of proparty, plant and aguipment - 11,435
Restructuring costs (nate) 4,121 0770
{ther 2477 -
7,198 82,205
Mot

On 9 January 2013, the Beard of Oirectors of Gulf Air ratified and announced a new detailed formal
raslructuring plan which primarily focused on:

- geagraphical stations to cantinue in gparation;

= mix and size of aircraft feet o be used,

- numbar and tocalion of stafl o continue in service; and
- othar aparational canirollable expensas.
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26 OTHER OPERATING EXPENSES {continued)

Restructuring costs comprise the following:

Etaff related costs
Adrcraft related costs
Olhers

The movements in the restrucluring provision were as follows:

Balance at beginning of the year
Accrued duning the year
Lititisation during the year

Balance at end of the yaar (note 15 (i)

27 IMPAIRMENT LOSSES

Impairmen lgsses on non-trading investmenls {note 8)
Impairmen less on investment in associates (note 9)
Impaimmerd losses on proparty, plant and equipment {note 11}
Impairmeand loss on goodwill (note 13)

28 COMMITMENTS AND CONTINGENT LIABILITIES

Commitmants
{iy Capital expendifure

2013 2012
8D '600 BOD ‘000
204 30,685
3.67¢ 40,000
540 85
4721 70,770
2013 2012
80 006 BD 000
70,000 -
4,721 70,000
(52,684} -
22,037 70.000
2013 2012
BD ‘000 B GOG
. 1,23¢
. 19,011
20,879 -
- 206,661
20,879 226,911

At the reporting date, the Group had the following capital expendilure commitmanis relaling to the

acquisition of property, plant and equipmant.

Aircralt {note a)
Giner {note b)

Motes;

2013 2012

ao 'too BO W00
1,354,167 1,396,525
83,801 51,680
1438058 1448805

(g} At 31 December 2013, aircraft commitments of BD 80,582 thausand (2012: B0 21,5909
thousand] are due wilthin one year, BO 678,482 thousand (2012: BD 360,400 thousand} are due
within ocne to five years and BD 597,123 thouwsand {2012: BD 1,014,676 thousand) are due after

more than five yearg from the regoding dale.
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28

COMMITMENTS AND CONTINGENT LIABILITIES {continuad}

Commitments {conatinued}

{p}

{ii)

{ii) Other capital expenditure commiments include technology related commilments of BD 2,208
theusand (2012, BD 2,171 thousand) due within ong year 2nd BD 6,573 thousand (2012 BD
6,7 thousand) dug wilhin ong 1o five yaars of the reporing date. The Group has thea righ to
aarly terminahon of the agreement subject to certain conditions.

Cperaling fease commitimants

Future minimum renlals payable uvnder non-cancellable oparating leases at 31 Dacember 2013 are as

fallows:
2012 22

BG 000 BOD 000
YWithin one year 16,631 38,941
After oneg year but not more than ive years B1,187 81,602
Aftar five years 13,167 28.589

90,985 148 202

{iiih Laotters of credit

Tha commitmants on outstanding leters of credit as al 31 December 2013 were BO 14 912 thousand
(2012: BD 14 566 lhousand). The commitments are expected o ba seitled within one yaar.

The Group had no outstanding leitars of credit to countarparties for derivativa transactions at 31
Decamber 2013 {2012: BD 3,760 thousand).

Contingancias

D)

(i}
a)

b}

Guaraniees

The Group has issued guarantees to banks and other instiutions amounting o BLD 22,004
thousand {2012; BD 19,145 thousand),

Law sonts

Law suits have bean filed against Guif Air in the Kingdom of Bahrain and in other jurisdictions
whare Gulf Air gperates. These relate to claims which are in the nomal course of business. In
managemaenl's view based on independent legal advice, adequalte provision has been made in
these consolidated financial statements for liabilities that may anise from these law suits, and the
possibility of incuming significant additional penalties o damages pending firal judgment is
axpected o be remote [note 15 (i)].

A third party has iniliated a chaim againgt Aluminivm Bahrain B.5.C. {"Alba™), towards damages
caused to its business unik. Alba is defending the claim and it is not practicable to estimate the
liability and timing of any payments al this stage. Hence, no provision has been recognised in
these consclidated financial stalements,
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28

COMMITMENTS AND CONTINGENT LIABILYTIES {(Gontinued)

Contingencies [centinuad}

c}

d)

29

On 27 Fehruary 2008, Alba filed a lawsuit in the United States District Court for the Western
District of Pennsyivania against Alcoa, Inc., Aleoa Warld Alumina LLC, & member of its senior
management {together, “Alcoa™) and Victar Dahdateh. In the complainl, Alba alteged thal Alcoa
conspired to bribe cenzin former members of itz senior management and officials of the
Government of the Kingdom of Bahrain to ensure, among other things, that Alcoa continued 1o
benefit from Alba's glumina purchases at inflated prices. Among other réemedies, Alba sought
damagas for illicil activities that took place from 1983 to 2006,

In March 2008, the Court granted the U.5, Govemment's urtoppased mation to intervens and
stay discovery, as the U.S. Goveamment conductad a cnimingl nvestigation ralated to the same
sltegations. The stay was lifted in November 2011, and on 11 June 2012, the Court denied
maolions fited by Alcoa and the other defendants seeking to dismiss the lawsuit. On 8 October
2012, the Company reached a sefliement with the Alcoa defendanls comprised of a
combination of cash and a long-term aluming supply arangemeant (nole 24 (i)} The lawsud
against Victor Dahdaleh is still argoing.

During 2008 Alba filed & complaint with the Public Prosecutor, who inittrated a criminal
proceeding against three farmer employees of Alba Marketing {ALMA} Alba joined the
proceedings as a civil night claimant. In its submission Alba claimed that the three former
employees eamed money from criminal activitias and recaivad commissions in contravention of
the Bahrain Commercial Companies Law and the Prohibilion of and Combating Money
Laurdenng Law of Bahrain {("PFCMLL"). In s civil right claim Alba sought to oblige Lhe
defandants to pay the amount of USE 17 ,49% thousand as interim relief, while preserving Alba's
civil righl ko have recoursa against the defendants for all the damages which ALMA has incurred
as 3 result of the acts commitled by the three former employees. In November 2010, the
Bahrain criming! court found the defendants guitty under the FCMLL. In s judgment, the court
did not make any referance ko the reservation of Alba's righl to compensation pursuant to Article
3.2 of PCMLL. The criminal conviction was pardonad by a Royal Decrea. Howevar Alba's civil
claim is still pending under a civil court proceading.

It iz nol practical to astimate the effecls of the law suits {c) and {d} above on the consolidated
financial statements of the Group at this stage.

RELATED PARTY DISCLOSURES

Relaled paries as defined in 1AS 24: Related Farty Disclosures, represent the sharehoider, entities
cantrolled by the sharaholder, associates, directors and key managemend personnel of the Group and
entities controlled, jointly controlled or significantly influgncad by such parties. Pricing policies and
terms of these ransactions are approved by the shareholder and the boards of directors of lhe various
Qrosp Companiss,

In the ordinary course of business, the Group purchases supplies and services from entifies refated lo
the Govarnment of the Kingdom of Bahrain, principally natural gas, jet fusl and public utility services, A
royalty, based on the preduction of Aluminium Bahrain B.5.C, is glso paid to the Government of the
Kingdom of Bahrain.
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29 RELATED PARTY DISCLOSURES [contined)
Transactions with related padies included in the congolidaled statement of income are as follows:

2013
Entities
controlfed
by the
Shareholder shkareholder Associztes Total
B0 'GGY BD 0 BD 900 80 0o

Income
Revenue - 14 101,654 101,658
GFovernment assistance 7,554 - - 107,554
Other operaling incame 1,206 - - 1,206
Intarest income - - 2,364 2,364
108,760 14 104,018 212,792
Expensas T
Direct costs 7R3 149,492 15,575 168,850
Administralive expenses 288 - 08 1,196
Interest expense 35 - 6174 6,140
4,106 149,492 22 587 176,195
2012
Entitias
controffad
by the
Sharehalder sharehofder  Associales Tolal
80000 B0 1000 80 g B 008
Income
Revenle 218 J5G 94,909 895,486
Govemmenl assistance 196 473 - - 196,473
Crther oparating incoms 649 - 210 859
Interest income - - T.031 7.031
197,340 359 102,150 290 B4G
Expenses
Direct costs 3,690 168 548 21552 183,790
Administralive expenses 288 - 8,463 8,791
Interest expense 35 - 7187 T.222
4013 153,543 3r.2oz 188 763

Datails of land |zased from related parties, free of rent, arg disclosed in nots 11.
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28 RELATED PARTY DISTLOSURES {continued)
Balances with related parlies included in the consolidated statement of financial position are a5 follows;

2013

Entities

controlfed

by the
Skareholder sharpholder Associatos Total
B DGO ED ‘000 B0 00 BD 'D0¢

Assels
Olher assets (nole 12)
Trade aceounts receivable, prepaymants

. - 81,169 41,169

and olher assets 1,190 - 27,5313 28723
Cash and bank balances - - 34,532 34,532
1,198 - 143,234 144,424
Liabilities
Barrowings 694 - 153,864 154 558
Trade accourds payable, accrued expensas
and cther habilities 736 183,808 25,783 211,327
1.430 181,808 180,647 365,885
22
Entities
controfied
by the
Sharehofder  shareholder  Associales Total
8D 000 B0 000 B0 0aa B0 000
Assetls
Other assets {note 12) - - 143,315 143,315
Trade accounts receivable, prepayinents
and ather assets 1,936 123 20,978 23,042
Cash and bank balances - - 153 481 152,481
1,936 128 MNFIT4 319,838
Liabllitles
Bomowings 654 - 159,546 160,240
Trade accounis payable, accrued expenses
and cther liakilities 5,413 146,381 33818 185612
6,107 146,381 193,364 345852

Campensation of key managemant personnel
The remunerafion of members of key management personna! for the year was BD 4,999 thousand

{20M2: BD §.289 thousand).

Fees to the dirgctors of he Group companies providad for during the year was BO 547 thousand (2012:
BD 512 thausand).
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30 FINANCIAL RISK MANAGEMENT

Dwverview
The Group has expasure 1o the following risks fram a financial perspective:

- Credit risk

- Liquridity risk

- Marked rizk

- Qparationaf risk

This note reprasents information about the Group's exposure to each of the above risks, the Groug's
approach to risk management and the managemenl of capitz!. Quantitative disclosures about various
risks are includad in the respective sections. The Group's overzll risk managemant approach is o
moderate the effects of such nisks on its financigl parfomance. The Group uses denvalives in hedging
specific exposures (note 4,

Risk Managemant Frameawork

The Board of Directars has the overalf responsibility for the estzblishment and oversight of the
Company's risk management approgch and for approving the nsk management policies and
procedures, These policies are established o identify and analyse risk faced by the Campany and s
appropriate rigk limils and contrals 10 monilor risks. These policies are reviewad regulary o reflect
changes according to marke! condition and Group’s activities. The Company. through its policies,
praceduras and processas aims o develop and maintain a robust cortral environment in which all
employees understand their roles and responsibililies.

The Company asseszes and manages risk through a committee structure. The existing committee
slructure for risk is designed to ensure a pericdic review of risks, a sharing of knowledge about risks
across all funclions, an understanding of the rafationships of the risks of the enterprse, and to ensura
that each functional area remains accountahle for the risks for which il is responsible.

Beoard Audit and Risk Commilites

The Board Audit and Risk Commitlee oversees how the management monitors compliance with the
Company risk managemeant policies and procedures and reviews the adequacy of the risk management
framework in ralalion to the risks faced by the Comgany. The Board Audil and Risk Commitles is
assisted in these functions by the Intemal Audit Funclion which undertakes both reqular and ad-hoc
reviews of isk managemant controls and proceduras, the results of which are repored to the Board
Audit and Risk Committes.

Board Investmen! Committee

The Board Invesiment Committee s responsible for sssessing nsks  associsled  with
investmentdivestmend decisions and monitaring nisks associated wilh the existing portfolio. The Board
Investmenl Commiltee is sssisted by the Management Invesiment Committee in fulfifling its oversight
rasponsibililies on policy, standards and procedures for invesling in a responsible manner.

Management Commilttes
The Managemenl Commiliesa regularly reviews several aspects of Company's various risks.

{a) Cradit risk
Credit risk is the risk thal cne party to a financial instrument will fail to dischargs an cbligation and
cause the other party to incur a financial loss.

The Group is exposed to credil risk on its bank batances including term deposits, loans and receivables
and the posilive fair value of derivatives. The Group places its deposits with repulable banks with a
good credit rating. Berivalive contracls arg entered into with counterpanties wilh sirong credit ratings
and are not subject to significant credit risk,
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30 FINANCIAL RISK MANAGEMENT {continued)

(@) Credltrisk {continued)
Cradit risk with respect to loans and receivables is managed by assessing the feasibility of the
investment opportunity that is being funded, prior to advancing any funding.

The sale of passenger and cargo transportation is largely achieved through a large number of
International Air Traffic Association (IATA) accredited sales agenis. Unless exprassly stated otherwise
in the conlract, receivables and payables among ailings are seltled sither bilalerally or via the 1IATA
clearing house, For all other service relationships, depanding on the nature and seoepe of the service
renderad, callateral is reguired, credit repotsfraferances are abfained and use is made of histarics!
dats from previous business relations, especially with ragard to paymeant behavior, in order to avold non-
performance.

Credit risk with raspect o receivables from customers 15 managed by granling credit terms and
manitaring the exposurg 1o customsrs on an ongeing basis. An impairment allowance is made [or
doubtful accaunls whanever risks of default are identified,

The maximum credit sk exposure at the reporiing date is equal to the carrying value of the financial
assets shown in the consolidated staternent of financial pesition, which are net of impairment

allowances.

The Group sells its products to a large number of customers. its five fargest customers account for 30%
of the outstanding accounts recaivable as of 11 Decamber 2013 (2012 30%}

(b} Liquidity risk

Liquidity risk (also referred to as funding nisk) i the risk that an enterprize will encountar difficeity in
raiging funds o meat commitments assecialed wilh hnancial insieuments. The Group limits its liquidity
risk by managing cash and ensuring bank facilities are available. Trade payables are normally saiiled
within 90 to 150 days of the dale of invoice. The Group's cash flow from operalions are normally
adequate to meel expected liquidity requirements.

The lable below summarises the maturities of the Group's undiscounted financial fiabiliies at 31
Decembar 2013, based on contractual paymenl dates and current market interest rates.

31 Decamiber 2613 Lass than 3o Ttoh More than
JImonths 12 months years 5 years Yolal
BD 0} B0 "0} BD 060 BD 000 80 060
Barrowings 169,458 118,816 619,629 47,883 895,836
Derivatives a9y 3,956 11,782 - 16,6835
Trade accounls payabte and
other kabilities 269,278 27125 241 . 296,650
Cbligations relating to
acquired antilies 16,149 13,698 108,177 - 130,024
385,732 163,599 13181 47,983 1,338,145
31 Decambar 2012 Less than F i fros More than
3 manths 12 momths yoars 5 years Tolal
8O aoe BO 00 B0 000 BD 0 80 G
Borrowings 166,221 228 964 hig 471 63,163 985,814
Derivatives 1.617 11,813 25,341 - 3E.7N
Trada accounts payabile and
olhar lighilitiss 203 261 T4 B36 864 - 278 961
Obligations relating to
acquired entities 186,111 14,293 144,702 - 175,106
387 210 329,906 709,378 63,163 1,483 657

Details of capital expanditurg commilme s ang given in note 28,
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K1+ FINANCIAL RISK MANAGEMENT {continued)

{€) Market risk

Currancy risk

Currency risk is the risk associaled wilh fluctuations in the value of a financial instrument due to
changes in foreign exchange rates. The Group's financial instruments are mainly denominated in
Bahraini Ginars and US Dollars, The Group wses forward forgign edchange conlragts and cross
curmancy swaps to hedge against curency flucluations (nole 4).

As the Behraini Dinar is pegged to the US Dollar, balances in US Dollars @re not considered ko
repraserd significant currancy risk.

Thae table balow indicates the Group's sensitivily 10 currency risk at M Decamber 2013, as a resuil of
its monetary assets and ligbilties. The analysis calculates the effect of a reasonably possible
movament of the Bahraini Dinar currency rate against the Euro, Pound Sterling and Indian Rupee with
all other varables held conslant, on the consolidated statement of income (due 1o the fair value of
currency sensitive monetary assets and liabilities), The effect of degreases in comancy rate is expeactad
to ba equal and opposite,

Forelgn exchange Effect! on results for
Change in positien long (short) Mg yesr
currency 2013 2012 2013 202
rate ap o BO 000 8D ‘900 B0 000
Euro 10% {9,278} {19,012} (928) (1.901}
Pound Sterling 10% 23,008 79,920 2,310 7,993
Indian Rupee 10% 2,506 3242 251 324

fnteres! rate risk

Interest rate nsk adses from he possibility that changes in inderest rates will affect the fulure prohtability
ar the fair valug of financial assels and liakilities. The significand portion of the financial assets and
financial liabilities are variable interast rate based.

The Group is exposed to intarest rale risk on its interest bearng assets and liabilittes {call account,
term deposits, margin deposits and borrowings). This risk is parlly mitigated by interast ratg derivatives
inote 41,

The sensitivity of the consolidated statement of income is the efecl of the assumed changes in interast
rates on the Groug's nel income for ang year, based on the floating rate financial assels and financtal
liatrililies.

The fallowing lable demanstrates the sensitivity of the consolidated statement of income to reasonably
possible changas ininterest ratas, with all olher varables held constant,

increase’ Effect before Effectof  Effectan
decrease Interest rate interest rate rasults
in basis derivatives derivalives far the year
points B0 0o a0 'eo0 80 ‘0o

2013 +100 (2,5086) (4 (2,810)
100 2,806 4 2,810
2012 +100 (3,008} (733} (3.741)
-100 3008 733 3,741
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30 FINAMCIAL RISH MANAGEMENT (continued)

{€) Market risk (contlnuad)

Commaodity price risk

Commodity price risk is the risk that future profitability is affected by change in commodity pricas. The
Group is exposed to commodity price risk as selling grices for aluminivm are generally ased on
aluminium prices guoted on the London Melal Exchange {LME). Alba hedges its selling price using
futures commodity conlracts, based on customers' options. The forecast is deemed to be highly
orobable.

The fllawing table demonstrates the sensitivity of the consolidated statemanl of income 10 reasonably
passible changes in the LME price on derivatives outstanding as of 31 Decambar 2013, with all olher
variables held constant.

Increasa’ Effact on
decrease results
it LME for the year
price BLC D08

2013 10% L2
-10% {386)
2012 10% {3.432)
-10% 3,260
Jat fuel price risk

The Group's eamings zre affected by changes in the price of jet fuel refating to Gulf Air. Gulf Air's
strategy far managing the risk on fuel price aims to provide Gulf Air with protection against sudden and
significant increase in jel fuel pricas. In meeting these objeclivas, Gulf Air vses options with approved
countarpariies and wilhin approved credil limils.

A 109% change in the prica of jet fuel affects the Group's annual fuel cost by BD 12,096 thousand (2012:
BD 17,931 thousand), assuming there is no change in the volume of fuel consumed.

Erjutty price risk

Eguity price fisk is the risk that the fair value of equily securilies will uciuale as a result of changes in
equity prices or indices, or fair value in case of unquoted equities. Equity price risk arises from the
Group's investment in equities and managed funds included in non—trading investments and
investments camead at fair value thraugh statement of income. The Group manages the risk through a
process of diversificalion of its investments in terms of industry concentration,

The majority of the Group's investments camigd al fair value through statemenl of income are
investments in managed funds. The Group's non-lrading invesiment portiolic is mainly comprised of
unquoted invesimeant which is re-measured to fair value using different valuation technigques.

FVTRL invesimeants

A 10% {2012: 10%) increase in the net asset values of funds will increase the ned profit by BD 2,214
thousand {2012: decrease in nat loss by BO 7,341 thousand). The effect of decreases in equily prices
is expected to be equal and opposita o the affact of the increasas shown.

Mon-frading invastments

The lollowing lable demonsirates the sensilivity of the cumulative changes in [gir valug to reasonably
possible ¢changes in equity prices, with all other vanables held conslanl. The eflecl of decreases in
equity prices is expected to be aqual and opposite to the effect of the increases shown.

5
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30 FINANCIAL RISK MANAGEMENT (continuad)

fel  Markat risk (contlnued)

Equity price risk {continued)

% Change in Effoct Efact
|iuity prica o Bguity arn equity
2013 202

BL 000 &0 900

Cucted and unguated investmernds +10% 23,500 20,432

{d} Capital maragemant

The primary abjective of the Group's capital management is to ensure that it mainfzins & slrong
financial pasitict and healthy capital ratios in order to supperl its business and maximize shareholder
value. The Group manages its capial structure dynamically and makes necessary adjustmenis, in lighi
of the macro economic conditicng, Mo changes werg made in the objectives, policies or processas
during the year gnded 21 December 2013 and the comparalive period.

The Group monitors capital using & geanng ratio, which is nal detd divided by tolal squity.

2013 2012
Ao 6o B 0ah
Bomowings (nole 14) 829,438 830,813
Derivative financial instrumerts (note 4) 16,635 8,771
Total dabl B46,673 962 584
Less: cash and bank balances (nole 3) {245,547) {290, 148)
Mot dobt 600, 526 £79.428
Total equity 2,535,53¢ 2401612
Gearing ratio 3% 28%

3 FAIR VALUES OF FINANCIAL INSTRUMENTS

Finangial instruments comprise of financial assets, financial liabilites and derivalive finangial
instruments.

Financial assets comprigse of invesimeams, depasits, bank balances, lgans and acoounls raceivable,
Financial lizbilities comprise of barrowings, obligalions relating to acquired entittes and trade and other
payables.

With the exception of certain unquated available-for-sale-investments which are carried &t cost and
details of which are disclosed in nole 8 and deposits which are interest free and details of which are
disclosed in note 12, the fair values of financial assets and financial liabilities are not materially differant
from their carrying values at the reporting dale.

The Group wses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technigue:

Level 1: Quoted {(unadjusted} prices in active markels for identical assets or liabilitias;

Leve| 2; Other techniques for which all inpuls which have a signilicant effect on the recorded fair value
are ohservable, aither dirgclly ar indirecily,

Level 3 ; Technigques which use inputs which hava a significant efecl on the recorded fair value that
are not based on observable markel data.

53

F-71



Bahrain Mumtalakat Holding Company 8.5.C. (¢}

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2013

H FAIR VALUES OF FINANCIAL INSTRUMENTS {continued)

The following table shows an analysis of financial instruments recorded at fair vaive by leve! of the lair

value hierarchy:

31 Decamber 20713 Level 1 Lavel 2 Lovel 3
HOD 500 8O ‘000 B 600

investments carried at fair value through

statement of income 1,910 80,233 -
Nan-lrading investments 6,223 2.824 225,950
Derivalive financial instruments (liabillies) - 16,635 -
31 Decamber 2042 Lavel 1 Level 2 Loval 3
B0 600 BD Q08 B 000
Darivative financial instruments {asseats) - 104 -
Investmeands carned at fair value through
statemant of income 1,827 71,585 -
Non-frading investmants 5211 2,242 203,672
Derivative financial instruments (liabilities) - 28,77 -

TYotat
80D 00

92,143
234 997
16,625

Total
BD 000

104
73412

211,125
38771

During the years 2013 and 2012 there have bean no lransfers betweean Level 1 and Level 2 and no
translers inlg 2nd gul of Lavel 3. Unguoted invesiments carded al cost are nol included in the above

hisrarchy.

For level 3 measurements, changing inputs to reasonably possible altemative assumplicns wall ngt

result in significanl change in fair values.

The movemeants in level 3 inancial instrumeants measured at fair value ara as follows:

2092 2012
B 0on BO 000
Balance at beginning of the year 203,672 197 627
Sale during the year - {732)
Fair value changes 22278 8020
Impaiment loss - {1,238)
Balance at end of the year 225,550 203,672

32 CPERATING SEGMENT INFORMATION

Far management purposes the Group is organised into the following major business segmenis:

Metals and minerats - Comprising of manufaciore of aluminiem.

Transportation - Principally handting air transpariaiion.

Banking and finance - Comprising of investment in banking and financial services.
Real estata - Compriging of investment in real estate,

Talecom - Compnsing of investment in kelecommunications.

Othar - Includes all other activilies not included above.

There are no material transfers bebwean aperaling segments.
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3z DPERATING SEGMENT INFORMATION (continued)

Segment informalion for the year gnded 31 December 2013 was as foltows:

2013 Motals Banking
and  Transport. and
minerals ation Anénce Real astala Telecam Other

B0 000 D90 BDYG¢  BLD oD B 000 BD 00

Ravanue 749,033 331,448 - 1,858 = 15,186
Share of results
of associales {1,220} 4,533 24,701 {3,396) 17.026 4.8
impaiment
losses . 4,336 - - - 6,543
Met profi
{loss) 76,757 {B,832) 24,791 (2,084) 17,026 (24,907
Investment in
assaciates 12,164 228348 314,875 86,657 320,459 37,362
Total assels 1,758,022 515,528 511,271 250,064 320,243 284,132
2012 Metals Banking
snd  Transpor- and
fHinarats ation finance Real astale Talasom Othoer

20000 B0 00G  BOD 900 B0 000 Br 060 80 0OG

Revenua ¥d4,8935 400,583 - 1,71% - 15521
Share of results

of associates 1,466 (A005) 22843 {4,284} 23,980 4,966
Impairment

losses 206,661 - 10,011 - - 1,239
MNet profit

floss) {(107,440)  (B4.813) 4141 {4,379) 23,980 {13.218)

Inyestment in
associates 14,195 137 450 283219 0,795 308,748 35128

Total assels 1,812,333 841468 470,872 246 184 316,952 407,769

Total

ED 60

1,897,525

46,545

20,879

82,6681

999,906

4,048, 260

Total

B0 000

1,182,758

45,766

226,911

[181,729)

870,493

4,095,558

The segmenl revenue reported above reprasents revenue genersted from extemal customers. Infer-

segmant ravenue is negligible.
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a2 OPERATING SEGMENY INFORMATION (continued)

Gaographle information
An analysis of the revenue by gecgraphic location is as follows:

2013 2012
BD 900 BD 000

Kingdom of Bahrain AT5 870 448 895
Az 118,543 144 1650
Rest of Middte Cast and Notlt Africa 333,546 368,064
Rest of the world 169,566 2073649

1.097.523 1,162,758

Customers
Fevenue from a customer amounted to BD 170,151 thousand {2012: BD 141,370 thousand] being mora

than 10% of the consolidatad revenius of the Group.

33 MATERIAL PARTLY OWNED SUBSIDIARIES

Aluminium Bahrain B.S.C (Alba) is a parily ownead subsidiary of the Sroup that has material non-gontrolling
interests, The proponionate ownership interest and voling rights held by non-conirolling intarests as of 31
Decamber 2013 and 31 December 2012 was 30.62%. The summarsed financial infermation of Alba before
intragroug eliminations is set out below;

Bummarised staterment of financial position 2013 2012
a0 000 B 006}
Current assets 303,083 286 B50
Mon-gurrent assels BT3,185 §12.083
Current iabilities (219,162} {2B0.318)
tNan-currendt liabilitres {90,645}  {102.007)
Total aquity __ Baga51 820618
Attrititatle =
Equity holders of the pareni 802,51 575,589
Man-contraliing interests 265,920 284 029

B€B,451 829.618

Summarised statemant of Income and comprehensive Income 2013 2042
8D ‘000 B0 000

Reavenue 749,338 743,725
Met profit and {otal comprenensive income T 96,545
Attritiutatile toc
Equity halders of the parem 55349 66,083
Mon-controlling interests 24.428 29 562
__ 79,777 96.545
=1
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33 MATERIAL PARTLY OWNED SUBSIDIARIES (continued)

Summarlsed statement of cash flows 2013 2012
8D ‘600 a0 gog
Met cash inflow rom aparating activities 130,172 153,058
Met cash cutllows from investing activilies {47,654) (32,208}
Met cash outflows from financing activities {(79,583) (158.733)
Met cash inflow [outflow) 2935 (37,862}
Dividends paid io non-controlling interasts 11,903 23,070

34 BUSINESS COMBINATIONS AND ACQUISITION OF NON-CONTROLLING INTERESTS
fi} Acqulsitions during 2013

Transfar of assets from the Ministry of Finance

On 25 Apnl 2013, the Government of the Kingdam of Bahrain ransferred its 100% ownership in the issued
share capilal of Southern Toutism Company B.5.C (¢ ) (5TC) hald through Eskan Bank B.5.C (¢ } to the
Company. Eskan Bank is a wholly owned enlity of the Gavammenl of The Kingdom of Bahrain, The fair
value of the net assels acquired amounting to BO 2,485 thousand has bean considersed as a capital
sondribution from the sharaholdar {note 13}

Acquisition of control of Southern Area Development Company B.5.C {c ) (SADC}

5A0C was an associate of the Company wilh 28.13% ownership in the issued share capilal vnlil 6 October
2013, The Company's ownership interest was increased to 55.9% on 7 Oclober, 2013 through a rights
issug for a consideration of BD 2,000 thousand.

Acguisition of contrad of BAC Facllity Managament 8.P.C (BACFM}

The Group through Bahrain Airpart Company S P.C had a 50% ownership in BACFM {formeriy Hochtief
Facility Managameant Bahrain Airpart W.LE) On 11 Saptember 2013, Bahezin Airpport Company S.P.C
acquired the remaining 50% shares of BACFM for a consideration of BD 2,000 thousand. The acquisilion
was made with the objective of reducing airport maintenance costs, to improve airport asset parformance
and sarvice levals.

The above acquisitions ware accounted for in accordance wilh IFRS 3 - Business combinations. The Grouwp
glected (@ measura the non-controlling intsrasts in Ihe acquires at the proportionate share of its interast in
the acquires’s identiiable net assels.
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34 BUSINESS COMBINATIONS AND ACQUISITION OF NONCONTROLLING INTERESTS

{continued)

{il) Assets acquired and liabilities assumed

The fair value of assets acquired and lighilites assumed at the acquisition gate are mentioned below:

8TC SADC BACFM Total
80D 000 BD "G00 BD 008 BD ‘030
Property, plant ard aquipment 216 4,855 176 5307
Trade receivables, prepayments and olher assets 136 3.024 3154 6318
Inventories . 15 237 252
Cash and cash equivalents 2.148 78 484 2,711
Trade accounts payable and other liabilities (3N {430 {2,205} {2,672)
Ermployess’ end of service banefits {38) N {110) {148}
Fair value of nel assets acquired 2,485 7,543 1740 11,768
Less: Fre-acquisilion egquity interast measured
at fair value - {1,247} (870 {2,087)
Har-contralling irterests at fair valua - {3,326} - (3,328)
2,485 3000 870 6,355
Purchase consideration 2,485 L0680 2,000 7485
Goaodwill arising on acquisition {note 13) - 1,130 1,130
35 CURRENT AND NOMN CURRENT ASSETS AND LIABILITIES
The takle below provides the analysis of cumrend and non current assets and kahilklias:
Less than one year Ovar ane paar
2013 2012 2013 2072
BD 000 B0 TG BD 0 B0 00
ASBETS
Cash arnd bank batances 245,547 290 146 - -
Derivative financial instruments - 104 -
Trade actounls raceivable,
prepayments and other assets 162,067 178,264 1,768 2,940
Inventories 168,657 158,919 - -
Investments carred at fair
valua through slatement of incoma 89,353 70,848 2,798 2,564
Mon-trading invesiments - 235,469 211573
Investment in associates - - 995,908 879,493
Invasimeant properties - - 216,954 219,207
Property, planl and equipment - 1,253,213 1.338.845
Cther assels 3,598 4 270 94,691 157 468
Goodwill - - 582 247 581,117
661,222 2551 3387038 3,393,007
o8
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a5 CURRENT AND NON CURRENT ASSETS AND LIABILITIES {continued)

Legs than one year Cver one year
2013 2012 2013 2012

20D 000 B0 00 B0 000 B0 GO0
LIABILITIES
Borrowings 261,17 369 377 628,267 581,436
Dernivative financial instruments 5313 14,775 11,322 23,096
Trads accounts payable, accruals and olher liabilittes 483,553 218108 24 -
Employaes’ end of service benefits - - 11,506 13275
Obligations refaling to acquired enlities 28.23% 28,763 42,140 114,344

T8 272 O31.023 733,259 713.08

Maturity gap {57,050} (225472} 2653,77% 2670556

Naole: Trade acoounts payable excludes the effedt of unsamed income and deferred income of BD 30,144
thousand and BD 11,046 thousand (2012: BD 38 406 thausand and BD 11,466 thousand} respechively as
these do not represent financial liabilities

36 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparalion of the Group's consolidated financial statements reguires managemant o make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liakbilities, at the reporting date. However, uncertainty about these
assumptions and estimates could result in outcomes that could reguire a matédal adjusimant to the
cartying amount of the asset ar Fabilily afected in the Tuture.

Judgments

In the process of applying the Group's accounting policies, maragement has made the following
judgments, apart from those involving estimations, which have the mosl significant affect on e amounts
recognised in the consolidated financial statements;

Cperaling feass commilinents — group a3 lessor

The Group has entered indG commercial propaty leases on its investment praparty portfiolic and leases for
aircrafts. The Group has determined, basad on an ewvaluation of the terms and conditions of the
arrangements, that il retains all the significant risks and rewards of ownership of these propadies and so
accounts for the contracts as operaling leases.

Clagsification of investments

The Group's management determines the classification of investments as sither fair value through
statemenl of ingome, held to malurity, of availatle-for-sate. This chassificalion is based on management's
invasimend strategy taking inlo accound their evalualion of performance, the intention and ability to hold
investmenis for cartain time periods and their assassmant of investments which ara available 1o be sold,

Estimates and assumpifons

The key assumptions concerning he future and other key sowrces of estimation uncerainty 21 the
statement of financial position date, that have a significant risk of causing a material adjustment to the
carrying amounts of assels and liabililies within the nex financial year are discussed below.

Useful fives of property, pfant and equipment

The Group's managemeand delermines the eslimated useful fves of ils property, plant and equipment for
calculating depreciation. This estimale is determined after considering the expected usage of lhe assst or
physical wear and tear. Management reviews the residual values and useful lives annually and flure
depreciation charges would be adjusted where the management belisves the useful lives differ Irom
pravicles aslimatss.
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a6 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS {continued)
Estimates and assumptions {continued)

impairment of aircraft

In case of aircraft, impairment is recognised when evenls and circumstances indicate that the aircraft may
be impaired and the carrying amounts of the aircrafl exceed the recoverabla amounts. In detarmining the
recoverable amounts of the aircrafl, cartain estimates regarding the current fair market value and the basa
value {valua in usa) of the aircraft are made, The current fair markat and the base values are datermined
based on independent valualions camigd out by an industry expart.

fmpairment of non-fnancial assets {nciuding goodwill}

VWhen value in use calculations are undertaken, managemant must astimate the expacted future cash lows
from the assel or cash-generating unil and choose a suitable discount rate in order to cafculate the present
value of those cash flows. Further datails, including key assumptions, are givan in notes 10 and 13.

{mpairment of avaiable for sale fnancial assets

The Group classifies certain assets as available for sale and recognises movements in their fair vatue in
othar comprahensive incomeé, When the fair valug dedines, management makes assumplions about the
decling in value to determine whelher it is an impairment that should be recognised in the consclidated
statement of income. No impairment loss was required 1o be recognised for available for sale assets a1 31
Cecember 2013 {2012: BD 1,239 thousand). The carrying amounl of available-for-sale assets was BD
235,469 thousand (2012, BD 211,573 thousand).

FRasiructuring costs

Restructuring provisions are recegnised only if evenils have occurmed lhat give rise to a consiructive
obligalion as of the reporting date, include only direcl expenditure which is necessarly entailed by the
restructuring plan and not associated with the angeing aclivities of the Guif Air. In determining the amounts
that can be provided for and presentad as restruciuring costs, estimates are made by the maragemant on
lhe approximate number of employees who will be compensated under voluntary redundancy scheme,
settlement to lessors of aircraft whose operating leases are intended to be terminated early and olher

relevant restructuning eXpenseas.

At 31 December 2013, the total carying amount of estimated restructuning provisions was BD 22 037
thousand {2012: BD 70,000 thovsand).

&
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BAHRAIN MUMTALAKAT HOLDING COMPANY B.5.C. (¢)

BOARD OF DIRECTORS' REPORT

The Board of Bahrain Mumtalakat Holding Company B.S.C. (¢} (hereinafter
referred to as the “Group"} is pleased to present its report together with the audited
consclidated financial statements for the year ended 31 December 2012,

Financial highlights

The Group registered a total comprehensive loss of BD 157 million with a
decrease in revenue and gross marging of 2.9% and 66.8% respectively. The
operating income was BD 23 million and net loss after taking inte consideratien
interest expense, fair value gain/{loss) on derivatives and impairment losses was
BD 181.7 million compared to the net loss of BD 270.6 million for the year ended
31 December 2011,

The Group's total assets and squity attributable to the sharsholder of the parent
company as at 31 December 2012 were BD 4.1 bilion and BD 2.1 billion
respectively (2011; BD4 . 2hillion and BD 2.3 billion respectively).

The movement in equity atiributable to shareholder of Bahrain Mumtalakat Helding
Company is as follows:

B0 ‘000
Balance as at December 31, 2011 2,313,085
Total comprehensive loss (186,975)
Contribution by the shareholder 15,969
Balance as at December 31, 2012 2142 079

The decrease in Group revenues was primarily due to lower London Metal
Exchange (LME) price of aluminium affecting the performance of Aluminium
Bahrain B.5.C. (Alba), a key group company. The decrease in the LME price of
aluminium resulted in Alba’s net income declining from BD 211.2 million in 2011 1o
BD 96.5 million in 2012, Gulf Air has continued restructuring initiatives to reduce
operating losses, achieve cost efficiencies and improve the quality of product
offering and customer service. To help mitigate the operating losses incurred by
the airline in 2012, and to fund one-time restructuring costs, the Government of the
Kingdom of Bahrain approved a financial assistance package of BD 185 million.
As a result, Gulf Air's loss for the year declined from BD 210.7 millicn in 2011 to
BD 81.5 million in 2012. The share of profit from associates increased by 9.1% as
a result of an improvement in the operating perfermance of certain associate
companies. This coupled with lower impairment losses (BD 226.9 million in 2012
compared to BD 318.5 million in 2011) resulted in a net loss for the Group of BD
181.7 million in 2012 compared to a net loss of BD 270.6 million in 2011,
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Directors
The followmng is the List of directors who were m office as of the date of this report;

- H.E. Shaikh Khalid birt Abdulla Al Khalifa

- H.E. Shaikh Ahmed bin Mohammed Al Khalifa
- H.E. Shaikh Mohammed bin Essa Al-Khalifa

- H.E. #r. Kamal bin Ahmed Mohammed

- H.E. dr. Essam Abdulla Khalaf

- Mr. Mahmood Hashim Al Koaheji

- Dr. Ezam Abdulla Fakhro

- Dr. Samer Al Jishi

- Mr. Redha Abdulla Faraj

Auditors
A resolution proposing the appointment of Deloitte & Touche, as auditors of tha

Company, for the year ending 31 December 2013 will be submitted to the Annual
General Meeting

By order of the Board of Directors

Chairman Diractor

28 May 2013
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INDEPEMDENT AUDITORS' REPORT TO THE SHAREHCLDER OF
BAHRAIN MUMTALAKAT HOLDING COMPANY B.5.C. (¢}

Report on the consalidated financial statements

We have audited the accompanying consolidated financial statements of Bahrain
Mumtalakat Holding Company B.5.C. (¢) {"the Company"y and its subsidiaries (tagether
"the Group"), which comprise the consolidated statement of financial position as at 31
December 2012, and the consolidated statements of income, comprahensive income, cash
flows and changes in equity for the year then ended, and a summary of significant
accounting policies and other explanatory infgrmation.

Directors' responsibility for the consolidated financial statements

The Company's Board of Directors is respansible for the preparation and fair presentation
of these consolidated financial statements in accordance with International Financizal
Reporting Standards, and for such internal control as the Board of Dhrectors determines is
necessary to enable the preparation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error,

Auditors’ responsibifity

Our responsibility is (o express an apinion on these cons lidated bnanoial statements
based on our audit. We conducted our audit in accordan e with International Standards on
Auditing, Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial
statements are free from material misstatement.

An audit invelves performing procedures to obtain audit evidence aboul the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on
the auditers' judgement, including the assessment of the risks of matenial misstateme L of
the consolidated finangial statements, whether due to fraud or errer  In making those risk
assessments, the auditor considers internal control relevant 1o the entity's preparahion and
fair presentation of the consolidated financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
axpressing an opinion on the effectivenass of the entity’s internal control. Anauditas
includes evaluating the appropriateness of accounting policies used and the
reasanableness of accounting estimates made by the Board of Directors, as well as
evaluating the averall presentation of the consslidated financial statements.

We belieye thal the audit evidence we have obitained is sufficient and appropnate to
provide a basis for our audit opinian,
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOL.DER OF
BAHRAIN MUMTALAKAT HOLDING COMPANY B.S.C. (¢) {continued)

Cpinfon

In aur opinion, the consolidated finan 1al statements present farly, in all mate ial respects,
the financial position of the Group as of 31 December 2012, its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report on other regulatory reguirements
As required by the Bahrain Commercial Companies Law, we report that:
a} the Company has maintained proper accounting recards and the consolidated

financial statements are in agreement therewith; and
by  the financial information cantained in the Repert of the Board of Directors is

consistent with the consclidated financizl statements.

We are not aware of any violations of the Bahrain Commercial Companies Law or the terms
of the Company's memarandum and articles of association during the year ended 21
December 2012 that might have had a material adverse effect on the business of the
Carnpany or onils financial position. Satisfactory explanations and information have been
provided to us by the management in respense to all our requests,

¥

28 May 2013
Manmama, Kingdom of Bahrain
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Bahrain Mumtalakat Holdin Com an B.S.C. ¢

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 December 2012

ASSETS

Cash and bank balances

Cerivative financial inslruments

Trade accounts receivable, prepayments and other assets
Inventories

Investments carried &t fair value through staterment of income
Mon-trading investments

Imvestment in associates

Investment properties

Property, plant and equipment

Cther assets

Goodwill

TOTAL ASSETS

LIABILITIES AND EGLITY

Liabilities

Borrowings

Derivative financial instrumeants

Trade accounts payable accruals and other liabilities
Employees' end of service benefits

Ohligations relating to acquired entitie

Total liabilities

Equity attributable ta shareholder of the parent
Share capital

Capital contrbution

Statutory reserve

Cither reserves
Accumulated deficit

Non-controlling interests
Total equity
TOTAL LIABIL|TIES AND EQUITY

Khalid bin Abdullah Al Khalifa
Chairman

A

Anlho .0 oinson

Chief Financial Sfficer

The attached notes 1 1o 34 form  arl of These consalidated financial statemenls
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15
16
17

18
18
14
20

A

2012 2011
80006 8D 100
290,946 250,765

104 -
181,204 160,598
158919 174,996

73,412 62,664
211,873 204,771
879,493 859,762
219,207 213,588
1,336,645 1,240,745
161,738 154,514
581,917 787778
4,095,558  4.219.181
930813 014,210
38771 64,970
567,980 390,144
13,276 13230
143,107 174,352
1,693,946 165396
1,845,635 1,845,635
1,132,906 1116937
21252 21252
14349 (9637
{872,663) {861,102
2,442,079 2,313,085
250,533 252,180
2,401,612 2,565,275
4,095,558 4,219,181

Mahmood H. Al-Kooheji
Chrector and Chief Executive Officer



Bahrain Mumtalakat Holdin Com an B.S.C. ¢

CONSOLIDATED STATEMENT OF INCOME
Year ended 31 Decemnber 2012

Revenue
Direct cosls

Gross profit

Dividend income

Gain {loss) on investments carried at fair value
through statement of income

Qther operaling income

Gowvernment assistance

Seliing and distribution expenses

Administrative expenses

Other operating expenses

Operating income (loss)

Share of profit of associates

Interast income

Interast expensea

Fair value gain on revaluation/settlernent of denvatives (net)
iImpairment [oEs2s

NET LOSS FOR THE YEAR

Attributanie to:
Shareholder of the parent

Man-conlraliing interests

Khalid bin Abdullah Al Khalifa
Chairman

Ant . obinson

MNoie

22
23

24
25

26

27

Mahmood H. Al-Kooheji

2012 2011
8D 906 B0 090
1,162,754 1,291,223
1,116,195 1,150,862
46,563 140,361
1,124 874
5908 {1,548
42,772 43 803
196,473 11,637
{BT 242) {92 458)
{100,157y  (100,176)
{82,205) {7,639)
23,240 {5,842}
45,766 41,955
8,482 10,050
{38,166) (a7, 080}
5,860 36 898
{226,411) {316,531}
{181,729) {270,650}
{211,561}  {335816)
29,832 65,166
{181,729} {270,650}

Dirgctor and Chief Execulive Officer

Chi nancial Officer

The atlached naotes 1 to 34 form  art of Ihese consolidated financial statements.
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Bahrain Mumtalakat Helding Company B.5.C. {¢}

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
Year ended 31 December 2012

2042 2011
Mote BD ‘000 8o 0ado
LOSS FOR THE YEAR {181,729} (270,650}
Gther comprehensive income
Movermnent in cumulative changes in fair values 7,498 (2,269
Transfer to consclidaled statement of income - 247
Share of changes in equity of associates g 11,890 [9,522)
Foreign currency translation G 5,399 {578
Total other comprehensive income {loss) for the year 24,787 19,952,
TOTAL COMFREHENSIVE LOSS FOR THE YEAR {156,942) {280 602)
Attributable to:
Shareholder of the parent {186,975} {345,821)
Mon-cantrolling interests 30,033 65219
{156,942) {280, 602)

The attached notes 1 to 34 form part of these consalidated financial statements.
5
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Bahrain Mumtalakat Holding Cempany B.S.C. (c)

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 December 2012

2012 2011
Nole BD ‘000 B0 g0
OPERATING ACTIVITIES
Met loss for the year {181,720} (27,650
Adjustments for:
Cepreciation 107,7M 108,274
Fair value gain on derivatives 4 (5,860} {36, 898)
{Gain) inss on investments carned at fair value through
statemnent of incoma {5,909} 1,548
Gain on non-trading investments - {762)
Gain on sale of investment in associate - {21, 748)
Share of profits of associates 2] (45,766) {41,955)
Impairment losses 2¥ 226,911 216,521
Provision for impairment on trade accaunts
and other receivables 5 1,237 3,230
Loss on disposal and write-off of property, plant and equipment 26 11,435 7.803
Interest income {8,482) {10,050
Interest expense 38,166 37,079
Employees’ end of service benefits 18 2421 2427
Operating profit before changes in operating assets and labilities 140,185 94 629
Changes in operating assets and liabilites:
Imventories 14,8567 {5,361}
Trade accounts receivable, prepayments and other assets {15,825} 10,587
Trade accounts payable, agcruals and other liabifities 176,556 BG,4353
Cash from operating activities 315,793 186,308
Irtarest paid (36,258) {37.079)
Derivative financial instruments (20.443) {42 036)
Employees’ end of service banefits paid 16 {2,376) £1.837)
Met cash from aperating activities 254 T16 105,356
INVESTING ACTIWITIES
Investment in associates 2] (9,311) {15,105}
Furchase of han-trading and other investmeants (4,915) {62,151}
Proceeds from sale of non-trading investments and othar investments 741 1,479
Purchase of property, plant and equiprnent 11 {190,242  {123383)
Investrment in properties 10 {24} {1503
Proceeds from disposal of property, plant and equipment 20,401 19244
Other agsets (7.527) {15,045}
Oividends from associates 9 34,424 38,243
Net cash used in investing activities {107,123} {156,868}

The aHached notes 1 to 34 form part of thege consolidated financial statements.
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Bahrain Mumialakat Holding Company B.S.C. (C)

CONSCLIDATED STATEMENT OF CASH FLOWS {continued)
Year ended 31 December 2012

2012 2011
Mate BD 000 &0 000

FINANCING ACTIVITIES
Capital contribution 18 15,346 14,650
Proceeds from bormowings 342,665 200,275
Repaymeant of borrowings (426,56D0) {243175)
Dividend paid to non-contralling interests (23,241) {30 935)
Moverment in non-controling interests {net) 551 {1,321}
literest recenved 2 464 4 478
Margin deposits with brokers and cther depasils 20,248 {16,359)
Obiigations relating to acquired entities (28,245) {24 751}
Net cash used in from financing actvilies (96,771) (157.138)
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 50,822 (248 650)
Cash and cash eguivalents at beginning of the year 226,613 475263
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 3 277 A35 226612

The attached notes 1 to 34 form part of these consolidated financial statements.
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Bahrain Mumtalakat Holding Company B.5.C. {¢}
NOTES TO THE CCNSCLIDATED FINANCIAL STATEMENTS
31 December 2012

1 INCORPORATION AND PRINCIPAL ACTWITIES

Bahrain Mumtalakat Holding Company B.S.G. (o) ("the Company™), a closed Bahraini Joint Stock
Company. was incorporated in the Kingdom of Bahrain by Royal Decree number &4 of 2006 and
registered with the Ministry of Industry and Commerce under Commercial Registration (CR} number
81570, on 29 June 2006. The Company operates as an investment company. The postal address of
the Company's registered office is P.C. Box 820, Manama, Kingdaom of Bahrain.

The Company is fully owned by the Government of the Kingdom of Bahrain ("the shareholder™] through
the Ministry of Finance. The Company acls as the investment arm of the Kingdom of Bahrain.

The consolidated financial statements were authorised for issue in accordance with a resolution of the
Board of Directers on 28 May 2013.

2 BASIS OF PREPARATION

The consclidated financial statements have been prepared on a historical cost basis, except for
derivative financial instruments, Anancial assets at fair value through the statement of income and
available for sale investments, which are carned at fair value. The carrying values of recognised assets
and liakilities that are hedged itlems in fair value hedges, and are otherwise carried at cost, are adjusted
to record changes in fair values attributable o risks that are being hedged.

The consolidated financial statements are presented in Bahraini Oinars, being the functional and
presentational currency of the Company and are rounded to the nearest thousand (BD 000},

21 Staternent of compliance

The consolidated financial statements of Bahrain Mumtalakat Heolding Company BS.C. (g} ("the
Company”; and itg subgidiaries (together "the Group”) have been prepared in accordance with
International Financial Reporting Standards {IFRS), and in conformity with the Bahrain Commercial
Companies Law.

22 Basis of consolidation
The cansclidated financial statements comprise the financial statements of the Company and its
subsidiaries as at 31 December 2012, The Compary has the following subsidiarias:

Ownership at
3 December  Dale of effective
MName 2012 coniral Activity

Aluminium Bahrain B.5.C. 69.33% 28 June 2006 Dwns and operates a
primary alurminium smelter
and the related

infrastructure.
Atbabrain B.S.C. {c) 100% 25 November Development of investment
2008 properties.
Awal Real Estate Company 100% 2 Seplember Developing, buying, seiling
BS.C () 2008 and rmanading invastment
properties.,
Bahrain Airport Company B.3.C. (c) 100% 17 January 2008 Managing airport facilities,

airplanes ground sernvices,
airport surrgunding area
development afc.
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Bahrain Mumtalakat Holding Company B.S.C. {c)

NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION {continuad)

2.2  Basis of consolidation (continuad)

Owrtership al
37 December  Date of sffachive
Marrme 2z coniral Aoty

Bahrain Food Helding Company S P.C. 100% 20 July 2008 Investment holding
company.

Bahrain Fleur Mills Company B.5.C. 65 70% 29 June 2008 Froduction and sale of four
and related produsts.

Bahrain International Circuit 100% 29 June 2006 Managing, operating and

Company 5.P.C. renting the car racing track
in Bahrain.

Bahrain Real Estate Investment 100% 29 June 2008 Develaping, leasing and

Company B.S.C. (] managing investment
properties.

General Poultry Company BS.C. {c) 100% 29 June 2008 Poultry farming and sale of
20gs.

Gulf Aviation Academy B.S.C. (c) 100% 22 July 2009 Froviding training for airtine
pilcls, cabin crew and
related services.

Gulf Air Company B.5.C. (c) 100% 5 May 2007 Transportation of
pagsengers and freight on a
scheduled and charter
basis.

Gulf Air Group Holding 100% 15 March 2008 Investment holding

Company B.S.C. {c) company.
Gulf Technics 100% 20 January 2010 Maintenance of aviatian,
Coempany B.5.C. {g) equipment, fleet technical
managenment, ete.
Falcon Group Halding 100% 2 February 2010 Investment hotding
Company B.S.C. (¢ company.
Hawar lsland Developrment 100% 27 February 2007  Developing, boying, selling,
Company B S.C. (c) leasing and management of
investment properties.
Tourism Project Company B.S.C. (¢} 100% 2% June Z008 Beveloping and managing

koursm resorts.

Awali Real Estate Company B.5.C. (¢}, Bahrain Food Holding Company 3.P.C., Hawar Island
Devalapment Company B.S.C. (c) and Tourism Project Company B.S.C. (¢} were liquidated subsequent
to the year end. This will have no significant impact on the Group's conselidated financial position or
gonsolidated performance.

10
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Babrain Mumtalakat Holding Company B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION [continued)

2.2  Basis of consolidation {continued)
All of the subsidiaries above are incorporated in the Kingdom of Bahrain. There was no change in the
Company’s ownership in the subsidiaries during the year.

Subsidiaries are fully rorsofidated from the date of acguisition, being the date on which the Group
obtains control, and continua to be consolidated until the date that such control ceases.

All material intra-group balances and transactions, including material unrealised gains and losses on
transactions and dividends, between Group companies have been eliminated on consclidation.

The financial statements of the subsidiaries are preparsd for the same reporting period as the parent
company using consistent accounting policies.

Nan-cantrolling interests represent the portion of profit or loss and net assels not held by the Group and
are presented separately in the consolidated statement of income, consclidated statement of
comprehensive income and within equily in the consolidated statement of financial position, separately
from the parent shareholder's equity. Losses within @ subsidiary are attributed to the non-contrelling
interest even if that resulls in a deficit batance. A change in the ownership interest of a subsidiary,
without 198 of control, i3 accounled for as an equity transaction. if the Group |oses control over a
subsidiary, it:

- Derecognises the assets {including goodwill) and iiabilites of the subsidiary

- Derscognises the carrying amount of any non-controlling interest

- Derecognizes the cumulative translation differences, recorded in equity

- Recognises the fair value of the consideration received

-  Recognises the fair value of any investment retained

-  Recognises any surplus or deficit in statement of income

- Reclaszifies the parent's share of components previously recognised in other comprehensive
income ko profit or kass or retained eamings, as appropriate

2.3  Significant accounting policies

Changes in accounting policies

The agcounting policies adopted by the Group are cansistent with those of the previous financial year
axcapt that the Group has adopted the following new IFRSs effective as of 1 January 2012 which had no
impact on the Group's financial position, performance or its disclosures:

- 1AS 12 Income Taxes {Amendment) - Deferred Taxes: Recovery of Underlying Assets.

- IFRS 1 First-Time Adoption of International Financial Reporting Standards {Amendment) -
Severe Hyperinflation and Removal of Frxed Dates for First-Time Adopters,

- IFRS 7 Financial Instruments : Disclosures - Enhanced Derecognition Disclosure Requirements.

Neaw standards and interpretations issued but not yat effective

Standards issued but not yet effective up to the date of issuance of the Group's financial statements are
listed below. This listing is of standards and interpretations issued, which the Group reasonably expects
to be applicable at a future date. The Group intends {0 adopt those standards {where applicaile) when
they become effeclive:

1
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Bahrain Mumtalakat Halding Company B.5.C. (c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION {continued)

2.3  Significant accounting policies {continued}

New standards and interpretations issued but not yet effactive [continued)

JAS 1 Presentation of ltems of Other Comprehensive Income — Amendments {0 JAS 1

The amendments o [AS 1 change the grouping of #lems presented in othér comprehensive income
{OCI). terns that could be reclassified (or recycled’) to profit or loss at a fulure point in time (for
example, net gain on hedge of net investment, exchange differences on translation of fareign
operatinns, net movernent on ¢ash flow hedges and nat loss or gain on available-for-sale financial
assels) would be presenled separately from items that will never be reclassified (for example, actuarial
gains and losses on defined benefit plans and revaluation of land and buildings). The amendment
affects presentation only and has no impact on the Group's consplidated fnancial position or
cansoiidated performance. The amendment becomes effective for annual periods beginning on or after
1 July 2012, and will therefore be applied in the Group's first annual report after becoming efiectve.

IAS 22 Offsatting Financlal Assats and Financial Liabilittes — Amendments to (AS 32
These amendments clarify the meaning of "currently has a legally enforceable right to set-off. The
amendments also clarify the application of the IAS 32 offsetting criteria to settlenent systems (such as
central clearing house systems) which apply gross setllement mechanisms that are not simultanaous,
These amendments are not expected to impact the Group's congolidated financial position or
performance and become effective for annual periods beginning on or after 1 January 2014,

IFRS 7 Disclosures — Offsetting Firancial Assets and Financial Liabilities —

These amendments require an entity to disclose information about nghts o set-off and related
arangements {e.g., collateral agreements). The disclosures would provide users with infarmation that is
uzaful in evaluating the effect of netting amangements on an entity's financial position. The new
disclasures are required for all recagnised financial instruments that are set off in accordance with 1AS
32 Financial instruments. Presentation, The disclosures also apply to recognised financial instrumenls
that are subject to an enforceable master metting arrangement or similar agreement, irrespective of
whether they are set off in accordance with 1A5 32, These amendments will not impact the Group's
consolidated financial position ar consolidated performance and became effective for annual periods
Beginning on or after 1 January 2013,

IFRS 9 Financial instruments: Classification and Measuramant

IFRS 9, as issued, reflects the first phase of the I1ASB's work on the replacement of 1AS 39 and applies
to classification and measurement of financial assets and financial liakilities as defined in 1AS 39, The
standard was inmtially effective for annual perods beginning on or afler 1 January 2013, but
Amendments to IFRS 9 Mandatory Effective Date of IFRS § and Transilion Disciosures, issued in
December 2011, moved the mandatory effective date to 1 January 2015, In subsequent phases, the
IASE will address hedge accounting and impairment of financial assets. The adoption of the first phase
of IFRS 9 will have an effect on the classification and measurement of the Group's financial assets, but
will not have an impact on classification and measurements of financial iabilities. The Group will quantify
the effect in conjunclion with the other phases, when the firal standard inciuding all phases is issued.

IFRS 10 Consolidated Financial Statements

IFRS 10 introduces a new approach to determining which investees should be consolidated and
provides & single consalidation madel that ientifies control ¢ the basis for consolidation for all types of
antities,

Aninvestar conlrgls an investee when:
- itis exposed or has rights to varable retums from its involvernent with that investee;
- it has the ability to affect those reburns through its power over that investee; and
- Ihere is a link between power and returms.

12
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Bahrain Mumtalakat Holding Company B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION {continuad)

2.}  Significant accounting policies {continued)

New standards and interpretations issued but not yet effective (continued)
IFRS 10 Consolidated Financial Stataments fcontinuad)

Contral is re-assessed as facls and circumstances change.

IFRS 10 replaces 1AS 27 Consolidated and Separate Financial Statements and SIC-12 Cansolidation -
Special Furpose Entities. IFRS 10 is effective for annual pericds beginning on or after 1 Janaary 2013
and earlier application is permitted. The rew standard will have no impact on the Group's consolidated
financial position ar consociidated performance.

IFRS 11 Joint Arrangements
IFRS 11 establishes principles far the financial reporting by parties ko a joint arrangement and improves
on 1AS 31 by establishing principles that are applicable o the accounting for all joint arrangements.

IFRS 11 classifies joint arrangements into two types — joint pperations and joint ventures; and defines
jeint contral as the contractually agreed sharing of control of an arrangement, which exists only when
gecisions about the relevant aclivites (ie activites thal significantly affect the returns of the
arrangernent) require the unanimaus consent of the parties sharing control.

IFRS 11 supersedes 1AS 31 interests in Joint Ventures and SIC-13 Jointly Controlled Entities — Nan-
monetary Contributions by Venturers and is effective for annual periods beginning on or after 1 January
2013, The new standard will have ng impact on the Graup's consolidated financial position or
consolidated performance.

IFRS 12 Dizclosura of interasis in Qther Entities

IFRS 12 combings, enhances and replaces the disclosure requirements for subsidiaries, joint
arrangemaents, associales and uneonsohidated structured entiies. As a consequence of these new
IFFiSs, the IASHE alse issued amended and refitled 145 27 Separate Finangial Statements and 1AS 28
investmnents in Associates and Joint Yentures.

IFRS 12 aims to provide informabon ta enable users ta evaluate;
- the nature of, and risks associated with, an entity's interests in other entities; and

- the effect of those interests an the entity’s financial position, financial performance and cash
flows.

IFRS 12 is effective for annual periods baginning on or after 1 January 2013 and eadier application is
permitted. The Groug is currently assessing the full impact of this new standard.

IFRS 12 Fair value measurerent

IFRS 13 replaces the fair value measurement guidance contained in individual IFRSs with a single
source of fair value measurement guidance. It defines kair value, establishes a framework for measuring
fair value and sels out disclosure requirements for fair value measurements. [t explains how to measure
fair value when it is required or permitted by other IFRSs. IFRS 13 does not extend the use of fair value
accounting but provide guidance on how it should be applied where its use is already required or
permitted by other standards within IFRSs.

IFRS 13 is effective for annual periods beginning on or after 1 January 2013 and earlier application is
perritted. The Group is curranlly assessing the full impact of this new standard.

13
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Bahrain Mumtalakat Holding Company B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decemnber 2012

2 BASIS OF PREPARATION (continuad)

2.3  Significant accounting policies {continued)

New standards and interprétations issued but not yet effectlve {continued)

IAS 27 Separate Financial Statements (as revised in 2011}

IAS 27 {2011]) supersedes IAS 27 (2008). As a consequence of the new IFRS 10 and IFRS 12
aforementioned, 1AS 27 (2011) camies forward the existing accounting and disclosure requirements for
separate financial statements, with some minor Clarfications.

1AS 27 {2011) 15 effective for annual pericds beginming on or after 1 January 2013 and earlier applicatan
is permitted. The Company does not present separate financial staterments,

IAS 28 Invesiments in Associates and Joint Ventures Separate Financial Statements (as revised
in 2071)

A4S 28 (2011) supersedes 1AS 28 (2008} As a conseguence of the new IFRS 11 and IFRS 12 (refer
abovel, (A4S 28 has been renamed 1AS 28 Investiments in Assaciates and Joint Ventures, and describes
the application of the equity method to investments in joint ventures in addition to associates,

[AS 28 {2011} is effective for annual pericds beginning on ar after 1 January 2013 and earlier application
is permitted. The amendments will have no impact on the Group's consolidated financial posiion or

cansolidated parformance.

Cash and cash equivalents
For the purpose of the consolidated statement of cash flows, cash and cash eguivalents comprise of

cash in hand, bank balances, deposits held at call with hanks and other short-lerm deposits with an
onginal maturity of three manths or less, net of gutstanding overdrafts.,

Derivative financial instruments and hedging

The Group uses derivative financial instruments such as forward and future aluminiym metal contracts
and aluminium metal aptions ta hedge its risk associated with aluminiurm price fluctuatians, and option
contracts {o hedge against fuel costs. The Group alse uses ferward foreign exchange contracts and
interest rate collars and swaps to hedge itg rigks associated wilh interest rate and foreign currency
fuctuations, Such dervative financial instruments are initially recognised at fair value on the date on
which a derivative cantract is entered into and are subseguently remeasured at fair value, Derivatives
are carried as assets when the fair value is positive and a5 liabilities when the fair value is negative.

The recognition of changes in the fair values of derivative financial instruments enterad inte for hedging
purposes is determined by the nature of the hedping relationship. For the purposes of hedge
atcounting, derivative financial instruments are designated as a hedge of either,

it the changes in fair value of a recognised asset or liability (fair value hedge); or

i) the future cash flows attributable to a recognised asset or liakility or an unrecognised firm
commitment {cash flow hedge).

The Group's criteria for a dervative financial instrument o be accaunted for as a hedge include:

- at the inception of the hedge there is formal documentation of the hedging refationship and Lhe
enterprise’s risk managemenl chjective and strategy for undertaking the hedge. That
documentation should include identification of the hedging instrument, the related hedged item or
transaction, the nature of the rigk being hedged, and how the enterprise wili assess the hedging
instrument's effectivenass in offsetting the exposure to changes in the hedged tem's fair value or
the hedged transaction’s cash fows that 15 attributable to lhe hedged risk;

14
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Bahrain Mumtalakat Helding Company B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decarmber 2012

2 BASIS OF PREPARATION {continued)

2.2 Signiflcant accounting pelicies {continued}
Derivatlve financial ingtruments and hedging {continued)
- the hedge is expected o be highly effective in achieving offsetting changes in far valug or cash
flows attributable to the hedged risk, consistent with the originally documented risk managament
strategy for that particular hedging relationship;

- far cash flow hedges, a forecasted transaction that is the subjest of the hedge must be highly
probable and rmust present an exposure to vanations in cash flows that could ulimately affect
reported proft or 10ss;

- the effeciveness of the hedge can be refiably measured, that is, the fair value or cash flows of
the hedged item and the fair value of the hedging instrument can be reliably measured; and

- the hedge must be assessed on an ongoing basis and determined to have actually been highly
affective throughout the inancial reparting period.

Changes in fair values of derivative financial instruments that are designated, and gualify as cash flow
hedges and prove to be highly effective in relation to the hedged risk, are recognised n other
comprehensive income. Unrealised gains or losses on any ineffective portion of cash flow hedging
transactions are recognised in the consclidated statement of income.

When a hedging instrument expires or is sald, or when & hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss existing in 'other reserves' at that time remains in shareholders
equity and is recognised when the farecast transaction is ultimately recognised in the consalidated
staterment of income. When a forecast transaction is no lenger expected o accur, the cumulative gain or
Ioss that was reported in ‘other reserves' 15 immediately transferred to the cansolidated statement of
INCome.

Changes in the fair value of any derivative instruments that do not qualify for hedge accounting and are
classified as held for trading. are immediately recognised in the consolidated sltatement of income.

Investmants and ather financial agsets

Financiat assels within the scope of 1AS 39 are classified 28 financial assets at fair value through the
statement of income, receivables, held o maturity investments, or available for sale financial assets, as
appropriate. When fnancial assets are recognised initially, they are measured at fair value, plus, in the
case of investments not at fair value through staterment of income, directly attributable transaction costs.

The Group detarmines the classification of its financial assets on initial recogrition and, where allowed
and appropriate, re-evaluates this designation at each financial year end.

All regutar way purchases and sales of financial assels are recognised on the trade date, which is the
date that the Group commits to purchase the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assels within the period generally established by
regulation or convention in the marketplaca.

Financial assets cared at fair value through statermant of income

Financial assets carried at fair valug through statement of income represent financial assets designated
upon initial recognition at fair value through statement of incorme. These assets are part of a group of
financial assels which are managed and their performance is evaluated on afair  value basis, in
accordance with a documented sk management or investment strategy.

15

F-96
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Dscember 2012

2 BASIS OF PREPARATION {continuad)

2.3  Significant accounting policies {continued)

Investments and cthar financial assets (¢antinued)

Financial assefs carried af fafr value through statemeant of income fcontinued)

Financial assets at fair value through statement of incame are recorded in the consolidated statement of
financial position at fair valug. Changes in fair value are recarded in gain or loss on investments carried
at fair value through the consolidated staterment of incoma.

Loans and recelvablies

Loans and receivables are non-derivative financial assets with fixed or determinable paymeants that are
nat quoted in an active market, Souch financial agssets are carried at amortised cost using the effactive
interest rate method, less impairment. Gains and losses are recognised in the consolidated statement of
income when the lpans and receivables are derecogmised or impaired, as well as through the
amgrisation process.

Mon-trading investments
These are classified as follows:

- Held to maturity
- Available-for-sale

Heid fo malunty investments

Investments with fixed or determinable payments and fixed maturities are classified as held to maturity
whan the Group has the positive intention and ability to hold to maturity. After initial measurement held
to matunly investments are measured at amortised cost using the effective interest method. less
impairment. The calculation takes into account any premium or discount on acquisition and includes
transaction costs and fees that are an integral part of the effective interest rate. Gains and losses arg
recognised in the consolidated statement of incorme when the investments are derecognised &r
impaired, as well as through the amortisation process.

Avaifable-for-sale invastments

Available-for-sale investments are those non-derivative financial assets that are designated as available-
for-sale or are not classified in any of the preceding categories. After initial measurement, available-for-
sale financial assets are measured at fair value with unreatised gains or logses being recognised in
other comprehensive income as cumulative changes in fair values. Investments whose fair value cannot
be reliably measured are carried at cost less impairment losses, it any. When the investment is
disposed of or derecognised or is impaired, the cumulative gain or loss previously recarded in other
comprehensive income is recognised in the consolidated statement of income.  Intarest earned or paid
an lhe investments is reparted as interest income or expense using the effective interest rate. Dividends
earned on investments are recognised in the consolidated statement of income as 'dividend income’
when the right to receive the payrment has been established, Losses arising from impairment of such
inveskments are trangferred from other comprehensive income to the consolidated staterment of income
and recagrised as 'impairment [Qs5es"
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2 BASIS OF PREPARATION (continued)

2.3  Significant accounting policies {continued)

Investments and other financial assets (cantinued)

Fair valtss

For financial instruments traded in an active market, fair value 15 determined by reference 1o quoted
market bid prices for assets and quoted market offer prices for liabilities.

- Far inyestments where there is no active rmarkel, fair value is determined osing valuation
techniques. Such techniques include wsing recent arm's length market transactions,; reference {o
the current market value of another instrument which is substantialiy the same; discounted cash
flow analysis or other valuation models.

- Derivatives which are not traded in an active market such as commadity oplicns, interest rate
collars and swaps ete. are determined by valuation techniques camied out by counterparties.

- Forward foreign exchange contracts are determined using forward exchange market rates at the
statement of inansial position date with the same maturiby.

Impairment and uncollectability of financial assets
The Group assesses at each statement of financial position date whether a financial asset or group of

financial assets is impaired.

Assels carried at armartised cost

if there is objective evidence that an impairment lpss on assets carried at amortised cost has been
incurred. the amount of the loss is measured as the difference between the assel's carrying amount and
the present value of estimated future cash flows discounted at the financial assels original effective
interest rate, The carrying amaount of the investment is reduced through the use of an allowance account
and the amount of the 19ss is recognised in the consalidated statemnent of income.

If, in a subsequent period, the amount of the impairment kss decreases and the decrease can be
relaled objectively to an event occurring after the impairment was recognised, the previously recognised
impairment (058 is reversed, to the extent Lhat the carrying value of the investment does not exceed its
amortised cost at the reversal date. Any subsequent reversal of an impairment loss is recognised in
consolidated statement of income.

Trade sccaunts receivabing

A pravision for impairment is made when there is objective evidence {such as the probability of
insolvency or significant financial difficulties of the deltor) that the Group will nat be able to coliect all of
the amounts due under the original terms of the inveice. The carrying amount of the receivable is
reduced through the use of an allowance account. Impaired receivables are written off when they are
assessed as uncollectable. If any wiite-off is later recovared, the recovery is recognized as olher income
in the consalidated statermnent of income.

Availabla-for-sale-invasimenis

For available-for-sale investments, the Group assess at each statement of financial position date
whether there is objective evidence that an inveslment is impaired. In case of equity investments,
classified as available for sale, objective evidence include a 'significant or prolonged’ decline in the fair
valug of the investment below its cost. "Significant’ is evaluated against the orginal cost of the
investment and 'prolonged’ against the periad in whith the fair value has been below its original caost.
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2 BASIS OF PREPARATION {continuad)

2.3 Significant accounting policies {cantinued)

Impairment and uncoliectability of financial assets (continued}

Available-for-sale-invesimants {continued)

if an available-for-sale-investment is impaired, an amgunt comprising the difference between its cost
{net of any principal payment and amortisation) and ils current fair value, less any impairment (058
previcusly recognised in the consolidated staterment of income, is transferred from other comprehensive
income to the consolidated staterment of income. Reversals in respect of equity instruments clagsified as
available-for-sale are not recognised in the consclidated statement of incorme. Reversals of impairment
losses an debl instruments are reversed through the consolidated statement of income, if the increase
ine fair value of the instrument can be objectively related to an event occurring after the impairment ioss
was recognised in the consolidated staternent of income.

Assets held for sate f distribution

Assets held for sate { distribution comprise of assets which ara expected o be sold / distributed within
twelve months from the date of the statement of financial position and are measured at the lower of their
carrying amaunt and fair value less costs to sell or distribute.

Inventories
Inventories are stated at the lower of cost and net realisable value. Casts are those expenses incurred
in bringing each product fo its present lecation and condition.

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

Where necessary, an impairment provision is made for obsclete, slow moving and defective ilems,

Investment in associates

The Group's investment in its associates is accaunted far using the equity meathod of accounting. An
associake 15 an entity in which the Group bas significant influence normally comprising an interest of
20% - 50% in the voting capital and which is neither & subsidiary nor a joint venture.

Under the equity method, the investment in the associate is carried in the staternent of financial position
at cost plus post acquisition changes in the Group's share of net assets of the associate. Goodwill
relating o the associate is included in the carrying amount of the investment and is not amortised. The
consolidated staterment of income reflects the share of the results of operations of the associate.
Whera there has been a change recognised directly in Lhe other comprehensive income of the
associate, the Group recognises its share of any changes and discloses this, when applicable, in the
staterment of comprehensive income. Profits and losses resulting from transactions betwean the Group
and the associate are eliminated to the extent of the interest in the associate.

Gains or losses on partial disposal of interest that does not result in a loss of significant influence on
associates is recognised in the consolidated statement of income and a proportionate amount of gain or
loss pravinusly recognised in other comprehensive income  is reclassified to the cansolidated staternent
of Income.,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION {continued)

2.3  Significant accounting policies (continued)

Investment in associates (continued)

Lpan logs of significant influence over the associate, the Group measures and recognises any retaining
investment at its fair value. Any diference between the carrying amount of the associate upon less of
significant influence and the fair value of the retaining investment and proceeds from dispasal is
recognised in consolidated statement of income.

The financial staterments of the associales are prepared for the same repoarting period as tha Company.
When necessary, adjustments are made to bring the accounting policies in line with those of the Group.

Investment properties

Froperly that is held to earn long term rentals ar for capital appreciation or both, and that is not occupied
by any member of the Group is classified as investment property. Investment properties comprise land
and buildings. Investment properties are initially measured at cosl, including fransaction costs.

After initial recognition, the investment properties are measured at cost less accumulated depreciation
and any accumulated impairment losses. Depreciation is caloulated on a straight line basis over the
estimated useful lives of 20 years, No depreciation is provided on freeheld land.

Subzequent expenditure is capitalised to the asset’s carrying amount only when it is probable that future
economic benehts associated with the expenditurs will liow Lo the Group and the cost of the item can be
measured reliably. Al other expenses are included in the consclidated statement of income when
incurred.

Investment property under construction is treated as investment property based on 1AS 40 (revised).

Inyestment properties are derecognised when either they have been disposed of or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its
digposal. Any gaing or loszes on the retirement or disposal of an investment property are recognised in
the consclidated statement of income in the year of retirement or disposal.

Property, plant and equipment, and depreciation
Property, plant and equipment is stated at cost less accumulated depreciation and atcumulated
impairment losses, Land and assets in the process of completion are not depreciated.

Cost includes all costs directly attributable to bringing the asset to working conditicn for its intended use.

Depreciation is calcutated on a slraight ine basis over the estimated useful lives of property, plant and
aquipment as follows:

Uiseful lives

(years)

Buildings and leasehold improvements 25 - 35
Aircraft 5-18
Plant, machinery and equipment 3-25
Moior vehicles 5
Furniture and office equipment 5

Leased aircraft and components are recorded by the Group as per the terms of the underlying lease
agreements as operating leases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2012

2 BASIS OF PREPARATION [continuad}

2.1  Significant accounting policies (continued)

Property, plant and equipment, and depraciation [continued)

Assets in the process of completion are transferred to property, plant and equipment when the asset is
ready {0 he put intd commercial use.

Expenditure incurred to replace a component of an item of property, plant and equipment that is
accounted for separately is capitalised and the carrying ameount of the component that is replaced is
written off. Other subsequent expenditure is capitalised only when it increases the future economic
benefits of the related item of property, plant and eguipment. All other maintenance expenditure is
recoghised in the consolidated statement of income as the expense is incurred.

Business combinations and gacdwil)

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measured as the aggregats of the consideration transferred, measured at acquisition date fair value and
the amount of any non-cantrelling interest in the acquires. For each business combination, the acquirar
measures the non-controling interest in the asquires either at fair value or at the propoertionate share of
the acquiree's identifiable net assets. Acuisition costs incurred are expensed and included in
administrative expenses.

When the Group dcguires a business. it assesses the financial assets and financial liabilities assumed
for appropriate classification and designation in accordance with the contractyal terms, economic
circumstances and pertinent conditions as at the acquisition date. This includes the separation of
embedded derivatives in host contracls by the acquiree.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's
previausly held equity interest in Lhe acquiree is remeasured to fair value at the acquisition date through
consolidated statement of incame.

Goodwill is initially measured at cost being the excess of the aggregate of the consideration transferred
and the amount recognised for nen-controlling interest over the net identifiable assets acquired and
liabilities assurned. If this consideration is lower than the fair value of the net assets of Lhe subsidiary
acquired, the diference is recognized in consolidated statement of income,

Aftar initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the
purpose of impairment testing, goodwill acquired in a business combination is, from the acgquisition date,
sllocated 1o each of the Group’s cash-generalting units that are expected to benefit from the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those
unils.

Where goodwill forms part of & cash-generating unit and part of the cperation within Lhat unit is disposed
of, the goodwill associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on disposal of the operation. Gaodwill disposed of in this
circumstance is measured based on the relative values of the operation disposed of and the portion of
the cash-gengrating unit retained.
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2 BASIS OF PREFPARATION [continued)

2.1  Significant accounting pelicies {continuad)

Iimpairment of non-financial assets

The Group sssesses at each reporting date whether there is any indication that an asset may be
impaired. |F any such indicatinn exists, or when annual impairment testing for an asset is required, the
Group estimates the asget's recoverable amount. An asset's recoverable amount is the higher of an
asset's of cash-generating unit's fair vaiue less costs to sell and its value in use and is determined for an
individual asset, unless the assel does not generate cash infiows that are largely indapendent of those
from other assets or groups of assets, Where the carrying amount of an asset exceeds its recoverable
amount, the asset is considered impaired and is writlen down to its recoverable amount. In assessing
value in use, the estimated future cash fiows are discounted to their present value wsing a discount rate
that reflects current market assessments of the time value of maney and the risks specific to the assst
In determining fair value less costs 1o sell, an appropriate valuation model is used,

For non-financial assets excluding goodwil, an assessment is made at each reporting date as to
whether there g any indication that previpusly recognised impairment losses may ho longer exist ar may
have decreased. If such indication exists, the Group makes an estimate of recoverable amount, A
previously recognised impairmeant 1055 is reversed only if there has been a change in the estimates used
to determine the asset's recoverable amount since the last impairment loss was recognised. IFthat is the
caze the carrying amount of the asset is increased to its recoverable amaount. That increased amount
cannot exceed the carying amount that would have been determined, net of depreciation, had no
impairment loss been recogrised for the asset in prior years. Such reversal is recognised in the
consclidated statement of income unless the asset is caried at revalued amount, in which case the
reversal is treated as a revaluation increase.

The following criteria are also applied in assessing impairment of specific assets:

Froperty, plant and equipment

The carrying values of property, plant and equipment are reviewed for impairmenl when events or
changes in circumstances indicate the carrying value may not be recoverable at the statement of
financial position date. For the aircraft, the Group assesses impairment on the basis of independent
external valuations.

Gooduilf

The Group assesses whether there are any indicators thal goodwill is impaired at each reporting date,
Goodwill is tested for impaimment annually and when circurmstances indicate that the carrying value may
be impaired.,

impairment is determined for goodwill by assessing the recoverable amount of the cash-generating
units, to which the goodwill relates. Where the recoverable amount of the cash-generating units is less
than their carrying amount, an impairment loss is recognised. Impairment losses relating to goodwitl
cannot be reversed in future perods. The Group performs its annual impairment test of goodwill as at 31
Deacember.

Associates

After application of the equity method. the Group determines whether it is necessary {0 recognise an
additional impairment logs of the Group's investment in its assaciates. The Group determines at each
statement of financial position date whether there is any objective evidence that the investrment in
asscciate is impaired. If this 1s the case the Group calcuiates the amount of impairment as being the
ditference batween the recovarable amount and the carrying value of the associate and recognises the
amount in the consalidated statement of income.
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2 BASIS OF PREFPARATION {continued)

2.3 Significant accounting policies (continued)

Impairment of non-financial assets [continued)

Investment properties

The investment properties are fair valued far impairment assessments at year end. The approaches
fellowed in fair valuation are summrised below:

- Wacant land: these are measured based on residual methogd where there is potential #conomic
devefopment or recent comparable transaction prices.

- Ground lease land: these are measured by taking into account the potential future income, as
per lease agreements in place and the value of the asset to the Group on expiry of the lease.
The income is discounted to present value.

The walue of the property to the Group on expiry of the lease term is assessed either assuming
that the property will be in a fit state to generate rental income in which case a capital future
incame methed is used or the property would be considered as a redevelopment site,

If the fair value of the investment properties falls below the carrying amount, the difference is recognised
as impairment (o555 in the consclidated statement of income.

Financial Wabilities
Obligations relating to acquired entities are assessed at each perod end and adjusted accardingly.

Borrawings

Borrowings are recognised initially at the fair value of the consideration received less directly attributable
transaction costs. Subsequent to initial recopnition, borrowings are carried at amortised cost.

Amprtised cost is calculated by taking into account any discount or premium ¢n acquisition and faes or
costs that are an integral part of the effective yield,

knterest is charged as an expense based on effective vield, with unpaid amouonts incleded in "accrued
expensas”.

Trade accounts payahla and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whathaer
billed by the supplier or not.

Derecognition of financial assets and financial liabilities
Finanvial assels
A fnancial asset {in whale or in part) is derecognised wherea:

- the right to receive cash flows from the asset has expired;

- the Group has transferred its rights to cash flows from an asset and either (a) has transferred
substantially all the risks and rewards of ownership or (b} when it has neither transferred or
relained substantially all the risks and rewards and when it no longer has control Gver the
financial asset, but has transferred control of the asset.

Financial fiakilities
& financial liability is derecognised when the obligation under the lability is discharged ar cancelled or
axpires,
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2 BASIS OF PREPARATION (continuad)

2.3  Significant acceunting policies {cantlnued)

Cffsetting of financial instrumenits

Financial assets angd financial lahilities are offset and the net amount s reported in the consolidated
statement of financial position if, and only if, thers is a currenlly enforceable legal right o offset the
recognised amounts and there is an intention to settle on a net basis, or {0 realise the assets and settle
the liabilities simultanecusly.

Employee henefits

End of service bencfits

The expatriate employees of the Group are paid an end of service indemnity, which represents a
defined benefit plan in accordance with the provisions of the labour law in their respective countries of
employment. This liability, which is not funded, is provided for on the basis of the notional amount
payvable based on accrued service a5 at the statement of financial positicn date.

Other benefils
Employess' other benafits such a8 housing, annual leave, air passage and other shart-term benefits are
recogrised as they accrue to tha employees.

Bahraini nafionals

For Bahraini nationals, the Group makes contrbutions to the Secial Insurance Organisation [(SIO)
Scheme. This is a funded defined contribution scheme and the Group's contributions are charged to the
consolidated statement of income in the year lo which they relate. The Group's cbligations are limited to
the amaunts contributed to the Scheme. 1n addition, the Group also provides for end of service benefils
to certain Bahraini nationals whose salaries exceed a certain limil.

Provisions

Provisicns are recognised when the Group has a present obligation {legat or constructive) as a result of
a past event, it is probabile that an outflow of resources embodying economic benehts will be required to
settle the obligation and a reliable estimate can be made of the amount of the obligation.

Restructuring provisions

Restrusturing provisiong are recagnised only when the recognition criteria for provisions are fulfilled. The
Group has a constructive obligation when a detailled formal plan identifies the business or part of the
business concerned, the location and number of employees affected, a detailed estimate of the
associated costs, and an appropriate timefine. Furthermaore, the employees affected have been notified
of the plan's main features.

Leases

The determination of whether an arrangement is, or contains a lzase is based on the substance of the
arrangemant at inception date, whather fulfilimeant of arrangerment is dependent an lhe use of a specific
asset or assets of the arrangement conveys a right to usa the asset.

Finance leases

Grout 85 & lessee)

Finance leasas, which transfer to the Group substanlially all the risks and berefits incidental to
ownership of the leased itemn, are capitalised at the commencement of the lease at the fair value of the
leased asset or, if lower, at the presenl value of the minimum lease payments. Lease payments are
apportiongd betwaen finance charges and reduction of the lease liability so as to achieve a constant rate
of interest on the remaining balance of the lability. Finance charges are recognised in the consclidated
staterment of income.

Leased assets are depraciated over the uselul life of the asset However, if there is no reasonable
certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over
ihe shorter of the estimated useful life of the asset and the lease term.
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2.3  Significant accounting policies {continued)

Leasss {continued)

Operating leasos

Graup as a lessee:

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under operating leases are charged to the consclidated
statement of income cn a sraight-line basis over the lease term.

Group as a fessor:

Assels keased oot under operating leases are included in investment properties in Lhe consolidated
statement of finangial position. They are depreciated over their expected useful lives on a basis
cansistent with similar owned property, plant and equipment. Rental incorme [net of any incentives given
to lessees) is recofnised an & straight-ling basis over the lease term.

Forglgn currency translation

Transactions in foreign currencies are initially recorded in Bahraini Dinars at the exchange rate ruling at
the date of the {fransaction. Monetary assets and liabilities denominated in foreign currancies are
refransiated into Bahraini Dinars at the exchange rate ruling at the statement of financial position date.
All exchange gains and losses are taken to the consolidated stalernent of income. Non monetary items
that are measured in terms of historical cost in a foreign currency are franslated using the exchange
rates at the date of the initial trangacticns, Non monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value is determined. Any
goodwill arising on the acquisition of a foreign operatien and any fair value adjustments to Lhe carrying
amounts of assets and liabilities arising on the acquisition ara treated as assets and babilibies of the
foreign operation and translated at the closing rate.

Translation gains or logses an non-manestary available for sale ftems carried at fair value are included in
other comprehensive income as part of the fair value adjustment on available for sale investments,
unless part of an effective hedging strategy.

The assets and habifities of foreign operations are transiated into Babraini Dinars at the rate of
exchange ruling at the staterment of financial position date and their staterment of income items are
transiated at the average exchange rates for the year. The exchange differences arising on the
translation are taken to other comprehensive income. On disposal of a forgign entity, the deferred
cumulative amount recognised in cther comprehensive income celating to that particular foreign
operation is recognised in the consolidated statement of income.

Revenue recognition

Revenue is recognised o the exlent that it is probable that the economic benefits will flow to the Group
and the revenue can be reliably measured. Revenue is measured at the fair value of the consideration
received, excluding discounts.

Passenger tickets and cargo bilfs
Sale of passenger tickets and carge airway bills are recognised as revenug whean the transporation
senvice is provided.

Sale of passenger tickets and cargo airway bills are inilially recorded as unearned revenue. The value of
passenger and carge tickets sold but which have remained unused for more than 24 months, or are
otherwise not expected to be uzed based on customer usage statistics, 15 accounted for as income.

Sale of matal and other progucts
Revenue from the sale of finished metal and other goods is recognised when the significant risks and
rewards of ownership of the goods have passed to the buyer,
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23 Significant accounting policies {continued)
Revenue recognition (continued)

Diract costs
Direct costs are recognised at the same time as the revenue to which they relate.

Dividend income
Revenue is recognised when the Group's right ko receive the paymenl is established,

{nterest income
Interest income is recognised based on effective interest rates

Government assistance

Government assistance is recognised where thers iz reasonable assurance that the assislance will be
received and all attached conditions are complied with, When the assistance relates to an expense itam,
it is recognised as income on a systematic basis over the periods that the costs, which it is intended to
compensate, are expensed. When the assislance relates to an asset, it is recognised as income in
aqual amounts over the expacted usafl life of the related asset.

Covernment assistance that becomes receivable as compensation for expenses or losses alréady
incurred or for the purpose of giving immediate financial support with no future retated costs are
recognised in the staterment of income in the penod in which they beceme receivable.

Borrowing casts

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily lakes a substanlial period of time 1o get ready for its intended use or sale are capilalised as
part of the cost of the respective assets. Al other borrowing casts are expensed in the period they
Qecuyr.

Taxes
There is ng tax on corprate incore in the Kingdom of Bahrain.
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3 CASH AND BANK BALANCES

2012 2011
BD ‘09 B0 000
Cash and current accgunts with hanks 100,548 28,1258
Call deposits 258,339 132,261
Term deposits 160,259 g8 379
Cash and bank balances 260,146 250 765
Bank balances under lien and term deposits with an original maturity
of more than three months {12,7089] {32,949}
Bank overdralts {note 14} {2) (203]
Cash and cash equivalents as per the consclidated
staterment of cash flows 277435 226 613

The majarity of the cash and bank balances, and call and term deposits are denominated in Bahraini
Dinars and US Dollars. As at 31 December 2012, the effective interest rate on call deposits was 0.259%
{2011: 0.19%) andg term deposits was 1.02% {2011: 1.25%).

4 DERIVATIVE FINANCIAL INSTRUMENTS

The Groyp has 2 number of dervative financial instruments camprising interest rate collars, knockout
swaps, forward fereign exchange contracts and commaodity options. The fair value of the derivative
financial instruments at the staterment of financial position date and gaing or losses for the year ended

31 December 2012 are as follows:

Gains flosses) for the year ended

A? 31 Dacember 2012 31 Dacember 2012
Positive  Negafive
fairvalue fair value Revaluation Realised Total

BD ‘903 80 ‘00Q ap ‘aoe a0 g BD 090
Held a5 trading

Commodity options and futures 104 34,424 21,994 [16,94D) 5,054
Interest rate ccllars and
knockout swaps - 2,955 5,363 {4,848) 515
Forward foreign exchange
contracts - 47 201 - 291
Total 104 37,426 27,648 (21,788) 5,860
Held as cash fow hedges
Cross CUrrency Swaps - 1,345 - - -
Total 104 s 27.548 (21,788) 5,860
25
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4 DERNATIVE FINANCIAL INSTRUMENTS (continued)

Gains (losses) for the yaar ended

At 31 Decemnber 2011 21 December 2011
Positive  MNegalive
fair value  fair vafue Revsiuabion Reafisad Total
a5 0o B0 000 a5 0o 80 000 GO 004G
Held as trading
Cammodity options and futures - 56,314 T2725 {34.511) 38,214
Interest rate collars and
knockout swaps - B,318 5,212 {7.525) (2313
Forward foreign exchange
contracts - 33z 997 - 997
Tatal - 64,970 78,934 {42.036} 36,898

The Group does not engage in proprietary trading activities in denvatives. However, the Group enters
inte derivative transactions to hedge ecancmic risks under its risk management guidelines that may not
qualify for hedge accounting under 1AS 39, Conseguently, gains or losses resulting from the re-
measurement to fair value of these derivatives are taken to the consofidated statement of income.
Derivatives held under cash Now hedges as of 31 December 2012 represent cross currency swaps to
hedge against certain borrowings {note 14 i

Interast rate collars and knockout swaps

Tne Group initially entered inte interest cate collar and knockoul swap transaclions for BD 565 500
thausand (LUS% 1,500,000 thousand) floating rate borrowings for financing certain projects of Aluminium
Bahrain B.5.C. to manage overall financing costs, These conlfracts expire on 17 Fabruary 2013,

The notional amounts outstanding as at 31 December 2012 were BD 190,422 thousand (US55 505,088
thousand} and as at 31 December 2011 were BD 193 438 thousand (US% 513,087 thousand).

Cammoadity optians

The Group entered into commaodity options to cffset the premium payable on the interest rate collar. The
exposure to the Group is that if the Lendon Metal Exchange (LME) price of aluminium excesds USE
1,658 (2011: US$ 1.658) per metrc tonne then the Group will pay the difference between the market
price and the average contracted price of USS 1 658 {(2011: US$ 1,658) per metric tonne for cerain
tonnages of alurminilm.

5 TRADE ACCOUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASSETS

2042 2011

8D 000 80 ‘Go0

Trade accounts receivable (net of provision for impairment) 122,145 108,329
Cther receivables {net of write back) 42 423 34 601
Prepayments 15,636 17 66B

181,204 160,598

Trade receivables of BO 64 676 thousand (2011 BD 48 406 thousand) were assigned to financial
institutions against short term borrowings of BD 17,160 thousand (2011: BO 13,084 thousand) and other
term borrowings amounting to BD 47,516 thousand (2011; BD 35,322 thousand) {note 14}
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5 TRADE ACCCUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASBETS (continued)

The maveaments in the provision for impairment of trade receivables were as follows:

2012 241
ap 0op B 000
Balance at baginning of the year 13422 11,067
Frovided during the year, net 1,237 3,230
Armount written off during the year {623 (B875)
Balance at end of tha year 14,036 13,422
The ageing analysis of unimpaired trade accounts receivable is as follows:
Neithar past Fast due bt nol impaired
e nor 31 - 60 61— 90 T =120
Totat impairad < 30 days tays days days  »720days
80 000 80 '000 B0 000 B 000 BD 000 B 000 B0 000
2012 122,145 108,699 2,738 2,515 1,411 1,727 4,054
2011 108,329 100,572 1.432 1,674 092 1.645 2,04
Unimpaired trade accounts and olbher recewvable are expected, on the basis of experience, to be fully
recoverable.
] INVENTORIES
2012 2011
BD 0560 B 100
Raw materials 29,199 44,12
Viork in progress 52,051 52 006
Finished goods 18444 19,751
Store, spare parts and consumables 35,768 34,695
Goods in transit 25291 20,257
160,753 176,621
Frovigion for impairment of inventaries {1,834) (1,625)
158,919 174,996
The movement in prevision for impairment of inventories are as follows:
20712 2611
BG 600 80 '00a
Balance at beginning of the year 1,625 3,021
Provided during the year 400 402
Inventories written off during the year (191) {1,794)
Balance at end of the year 1834 1,625
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7 INVESTMENTS CARRIED AT FAIR VALUE THROUGH STATEMENT OF INCOME

012 2019

BD 'GOY B0 "G00

Equities 1,827 1.612
Managed funds 71,435 601842
Bonds 150 210
73,412 62,664

Managed funds are fair valuad based on net asset values provided by the fund managers.

8 NCN-TRADING INVESTMENTS

2012 2011
BD 000 80 oo
Available-for-gale quoted investments

Equities 5,211 4643
tWanaged funds 2,242 2,058
7453 8,701

Available-for-sate unquoted invastments
Equities 208120 198,070

211,573 204,771

Available-for-sale investrments include unguoted investments amounling to BD 448 thousand {2011: BD
448 thousand} which are carried at cost. The fair value of these sacuribies cannot ba reliably estimated
due to the unpradictable nature of Lheir Future cash lows and the lack of suitable alternate methods for
arriving at a refiable fair valus. Impairment losses on available-for-sale investments recognised in the
cansolidated statement of income ware BD 1,234 thousand (2011: BD 12 801 thousand} (note 277

2 INVESTMENT IN ASSOCIATES
{i) The Group has the following principal associates at 31 Gecember 2012 and 2071:

Country of Ownership

incorporation %
Bahrain Telecommunications Company B.5.C.  Kingdom of Bahrain 26.67%
Durrat Al Khalegj Al Bahrain B.5.C. (<) Kingdom of Bahrain 50.00%
Gulf Aluminium Ralling Mill Caempany B.S.C. (¢} Kingdom of Bahrain 37_30%
Hawar Holding Company (nole) Cayman iglands 33.33%
McLaren Group Limited United Kingdam 50.00%
McLaren Aulomdtive Limiled United Kingdom 40.87%
National Bank of Bahrain B.5.C. Kingdom of Bahrain 45 00%

Nate: This associate owns 20% of the issued share capital of Bahrain Telecommunications Company
B.8.C. The 20% shares of Bahrain Telecommunications Company B.5.C. owned by the associate is
pledgead to financial institutions as a security against loans abtained by the associate for the purpose of
financing the acquisition of the said shares. The loan outstanding as of 31 December 2012 was BD
113,100 thousand (USE 300,000 thousand). The terms of the loan agreement require that in the event
of default in payment by the associate, the sharehalders of the associate will be liable ke repay the lban
amount, The laan is currently fully repayable on 12 January 2014,
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g INVESTMENT IN ASSOCIATES [continued)

{ii} The movements in investment in associates during tha year comprises:

2012 2011
80 960 280 000
Balance at beginning of the year 859,762 420,901
Post acquigition share of profit 45,766 41,955
Investments made during the year 9,311 15,106
Share of change in equily of associates 11,880 (9,522
Fareign currency translalion 53588 (578)
Impairment I0sses (note 27) (19,011} {94,087)
Dividends receivad (34,424 (38,243)
Gain on deemed dispasal (note) - 23873
Other 400 28
Balance at end of the year 679,493 855 762
Hote

During 2011, Mclaren Automotive Limited had increased its share capital by issuing new shares to the
Company and other investors, Accardingly, the Company's ownership had been diluted fram 30% at 31
Cecember 200 to 40.87% at 31 Decermnber 2011, The dilllion in ownership was treated as a deemed
disposal and a gain of BD 23 673 thousand was recognised in the cansolidated statement of income for
the year ended 31 December 2011. Foreign currency translation logs relating to he deemed disposal
amounting to BD 1,925 thousand was reclassified from other comprehensive income to the consclidated
statement of income. The net gain of BD 21,748 thousand was included in other operating income (note
24).

(iii} Impairmant lossas

The Group determines at each slatement of financial position date whether there is any indication of
impairment as defined in 145 36 'Impairment of Assets’. Accardingly, the Group performed impairment
tests on certain investments in associates as at 31 Decamber 2012, In order 1o reasonably assess the
recoverable amount of the assogiate, the Group used a number of valuation techniques including value
in use, market valuations and trading comparables which indicated a range o the enterprise value of
these associates.

Value in use calculations are based on cash flow projections covering an initial penod of ane year. Cash
flows for years 2 to 4 have been determined on the basis of management expectation of the business
taking into account the prevailing global and GCC economic conditions in general and the  specific
industry of the associate in particular. Based on lhe impairment tests, the carmying value of certain
associates exceeded the recoverable amount and accordingly impairment losses of BD 19,011
thousand have been recognised in the consolidated statement of income (2011; BD 84,067 thousand}.

[iv) Summarised financial information
2012 2011

8D 400 8D ‘000
Share of the assaciates' statement of financial position:

Assets 2,060,114 1,880,819

Liabilities (1,545,330 (1,397,842}

Met assats 514,784 483077
30
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Ed INVESTMENT IN ASSO0CIATES (continuad)

(iv) Summarised financial infermation {cantinued)

Share of associates” revenue and profit:

Revenue

Profit

iv} Market values

2ir12
2L 000

400,923

45,766

2t
B ‘000

380,908

41 455

Matignal Bank of Babrain B.5.C. and Bahrain Telecommunications Company B.5.C. are listed on the
Bahrain Bourse. The market values based on quoted prices at 31 December 2012 were BD 222,137
thousand (2011; BD 240998 thousand) and BD 213,312 thousand {2011 BO 206576 thousand)

respectivaly.

10 INVESTMENT PROPERTIES

GCost:

Balance at 1 January 2012 {nel of impairment losses)

Addilions
At 31 December 2012

Depreciation:
Balance at 1 January 2012
Charge for the year

At 31 December 2012

Met carrying amount:
At 31 Dacembar 2012

Cosl
Balance at 1 January 2011
Additions
Transfer bo assets held for distnbution
Impairment provided for the year 2011 {nole 27)

At 31 December 2011
Depreciation:

Balance at 1 January 2011
Charge for the year

At 31 December 2011

Met carrying amount:
At 31 December 2011

Frashald fand Buiidings Tolal
BD 000 BC 000 B 00
212,212 1,534 213748
5623 24 5,647
217,835 1,558 219,393
- 158 158
- 28 28
186 186
217,835 1,372 219,207
Freshold fand Buildings Total
&0 000 B 000 80 ‘¢00
475,605 3109 473,714
. 150 150
{50,455} - {50,455}
(207,038} {1.725} {209 5663)
212,212 1,534 213746
B0 80
- 78 78
- 158 1328
1,376 213,588

212,212
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10 INVESTMENT PROPERTIES [continued)

Based on the impairment assessment at the year end, no impairment lbss was reguired to be
recognised for the year ended 31 December 2012 Impairment loss of BD 2085 683 thousand was
recognised for the year ended 31 December 2011.

The investment properties comprige of a diversified pertfolic of properties. Since the valuations arg
based on wvarious assumptions such as marketability, lease term, rentals, discount rate etc
computation of the sensitivity of the valuation to reasonably possible changes in the assumptlicns used
is neither practicable nor relevant.

Invastment properies are unancumbered at the statement of financial position date. The fair value of
the investment properties at 31 December 2012 was BD 223,142 thousand (2011: BD 218,839

thousand).

Investment properties of BD 84,794 thousand {2011: BD 128772 thousand), are izased out under
aperating leases.

Al freehnld land included in investment properties are registered in the name of the Group.

32

F-113



EE

sv9'ase’)

SS0'BLL £5¢°2

A% ol ¥

#90'9L2

KzL's5z

AR TR P0G
GZHILS - srE'LL GI5E 13 ] o FE0°05 L1605 -
(gl . oL} (g2} (9l . - -
{025'gE) . {Ztt L) (1Ed {ggz's1) {o:8'e) {ezz} -

. . L0L"EL . 0s8'1] {LEE'DL) - -
19%'401 - OFL'S o7zt 008'0L £30'c2 8EL'2 -
BFEFEr - QoE"ag I89'E LCB'0RT BLL'DF ris] g -
PI5'198'L SE0'8LL Z0L'6L LSL'S Pas'Z90'L 51L8'50¢ £8L'6Z7 411
(£LE) {zL] {Led {ns) {6E L) (g5 - -
(BEB'ZOL) {ges's} (€451} {Bged (BEE'TL) {Ge0'29) (8.2 -

- {L26'70L} FLO'PL 65E oS SEg'0C 6FZ'S -
EL8'BEL gab'0g 299'¢ g850'L Gea’L1 Li1'68 Zzo's -
EBE'PILL BOL'90T nLoeg Lri'y LEE'RIDL LEF LOT 06:'122 06
felelsuls) 06, (78 000, a8 GO0, 08 000, a8 000, a9 o0, g 000, g9
jeio uoneldiion  Justidinbs  Sarien JuaLdinba ey SpudLRALITUY  pUE]

Jossaxud  SNY0 pue  I0joW pue DIOLESEE JUB  Proyasld
U] Uf BJSSEY SIS Areurynei shuiping
uers

ZHOZ Jequadeq ¢ 1y

qunowe Budnes an

ZH0Z 1aquadad LE Iy

=0 #uw o] Buneay
glesodsip o) Buneay
ssasued of Bugeey
Jeal ol oy sfieys
ZL0Z fenuer L 1y
ucyelxeudag

ZHIZ 1aqwadaq Lt 1Y

S0 A

s|esodsi

SJalSUR|

EUOHIp Y

ZL0Z Aenuer | iy
1507

INIWAINDA ANY LNYd ‘ALY3dONd 18

Z10Z 1squ=asq g

SLNIWILVYLS TVIONVYNIA O31vaITOSNOD IHL OL SFI0ON

(2} "~'g'g Auedwod BUIp|oH 1B)EBIWNK UIBIYE]

F-114



SkLOFE'L

o0c a0z nSo'a peb L PIEOTL £69'9EF rEC'asl 05
SFLFEY - 09c'es IS9'T LEB'0BT 8E/'OF a5t'Ch -
{262'1) - (£22) {12} (282"t} . {zey) -
{(828'6L) - 854" {5’} (229°LE) {422} (z6b) -
LSBT 201 - EBE'E LR QEDLL G/9'EE 60'8 -
=T WA - af'LE ZLE'E ODZ'ZSE Sop'cE ELZ'SE -
EERRLL'L ong a0z aLo'es RN 7 LEE 0L LEp' 9T 06\ 27 w05
(el - {¢az) {14} {8621 - fos L) -
{oBL'06) {£5) LLO'RZ (£E2'L) {LG2'6E) {gor'gs} {z6g) -

- (Zergl) 056 €75 054 P 180'69 0B0'E {v)
a1+ G569 CFl gEL’k wLTL E¥G'E LES'DL 608 -
GZO00L'L Zra'cel vz ZE FAR" R BOG 566 LBT'POT EPTBLE 805
o0, a8 000, a9 000, a9 000, 749 000, 09 0. g oo, ag o0, ag
izl vogsduiod  uswdinbe  SenEeA luatedinha yeaony Sjuatraacsdiy  Duer

JOsseocd  BMyc pue 0o pue DIOLESES PUE  Diofasid
Y Uf SjOSEY NI Aiawiyaell shupng
jugrs

EVOE JSQUiada] LE Y

qunole Burfues 1an

LLOE Jaquaa LE 1Y

S40 8)lim o) Bune oy
sesods|p o) Bune|ay
Iead ay] 1oj abiey”)

LLOZ Atenuer | 1y
‘uonenadag

LLOE Jequesad LE 1Y

SH0 IR

s esadsi]

siasuel |

SUCNIPRY

|10z Alenuer | iy
1500

INIWAINDI ONY LNVId ‘ALY3d0ud k)

ZI0Z J8qWasad |LE

SINIWILYLS TYIONYNIA Q31¥aINOSNOD JHL QL S31ON

{0} g'g Auedwon BuploH 1Bye(eluny ueiyeg

F-115
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NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
31 December 2012

11 PRCPERTY, PLANT AND EQUIFMENT {cantinued)

(L] Assels on lease

Gulf Air B.S.C. (¢} ("Gulf Air'Y's headquarters are situated on land belenging to the Government of the
Kingdom of Bahrain {the "Government”) that has been made availabiz on a rent free basis until 31
December 2010, During 2011, the Government began neqotiating with Gulf Ajr e charge rent on the
land. The final outcome of the negotiations has not yet been formalised in & rent agreement. However, a
provizion of BD 577 thousand (2011 BD 288 thousand) has been made in the consolidated financial
statements. In addition, Aluminium Bahrzin B.5.C. ("Alba"} uses land leased from the Gowernment and
from The Bahrain Petroleurn Company B.S.C. {¢). These leases are rent free. Bahrain Airport Company
B.S.C. (¢) {"BAC" had a long term license agreement with the Government through the Ministry of
Finance for the use of Bahrain airport fand for 100 years, commencing 1 April 2008, at a rent of BD 1 per
annum, Thig icense was surrendered on 20 June 2012 and on the same day entered into an agreement
with the Ministry of Finance to lease the airport land, installations, structures, terminal building and
runway for 95 years at a rent of BG 1 per annum. In addition, Bahrain international Circuit Company
& P.C. uzes the circuit and other fagilities leased from the Government at a rent of BD 1 per annum,

Cluring the year aircrafts have been sold and leased back wilh a nelt book value of BD 48,841 thousand
{2011 BD 43,505 thousand) which have been excluded from the ourchases of property, plant and
equipment in the consclidated statement of cash flows.

{ieh Secired assels

Assets acquired under finance leases included aircraft with a net carrying amoont of BD 197.081
thousand (2011 BD 167,508 thousand) and plant and machinery and other equipment of BD 16,859
thousand (2011: BD 12,985 thousand) which are secured by charges on these assets, The tems inglude
both direct purchases through Fnance leases which are secured thereto, and aircraft and engines
purchased under conditional sale agreements whereby the Group has possession of all the risks and
rewards of ownership but where title remains with the seller until payrnent is made in full of the purchase
price.

fiid Assats in the procass of completion

Assets in the process of complation include pre-delivery payments of BD 85676 thousand (2011: BD
88,538 thousand) in respact of aircraft scheduled for delivery petwaen 2012 and 2020 and cther capital
projects of BD %2 378 thousand (2011: BD 117 768 thousand).

12 OTHER ASSETS

2012 2011

B0 '000 B 't

Deposits 10,258 10,507
Recevable from associates 142,115 135,737
Miscellaneous assels 8,125 8,270

161,738 154,514

Ceposits reprasent amaounts placed with lessars for the lease of aircraft and engines and other security
deposits. These deposits Garry no interest and are repayable at various dates until 2020 (refer note 28,
commitments, {ii}}.

Receivable from associates include an amount receivable from Gulf Aluminium Rolling Mill Company
B.5.C. {c) (GARMCO) of BD 13,753 thousand (2011: BD 17,191 thousand), McLaren Automotive
Lirnited of BD 120,493 thousand {2011: BD 117,530 thousand) and McLaren Group Limited BD 8,619
thousand {2011: nill . The amount receivable from GARMCO was originally an overdue trade receivable
and was converied into a long term loan dunng 2007. The Ioan is repayable in 18 half yearly
instatiments with the first installment in 30 June 2009 interest is payable half yearly on the outstanding
palances at & month LIBOR plus 2 margin of 1%. The effective interast rale as of 31 December 2012
was 1.73% (2011: 1.39%).
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12 OTHER ASSETS (continued)

The amount receivable from Mcharen Automotive Limited represents loans provided by the Group to
finance the company's expansion project. The effective interest rate as of 31 Decembear 2012 was
4.64% (2011; 467%). The loans are parlly secured by pledge of shares by the cther shareholders of
MclLaren Auvtomotive Limited, The effective interest rate on the loan provided to MclLaren Group Limited
as of 31 December 2012 was 5.3% (2011: 5.3%}

Miscellaneous assets include & receivable of BD 3,238 thousand {(2011: BD 3,670 thousand) which is
secured against borrowings (note 14).

13 GOODWILL

2012 2011

&0 00 80 000

Balance at beginning of the year 87,778 Jer e
Impairment loss recognised during the year {208,661} -

Balance at end of the year 581,117 787778

Impairment testing of goodwill
Goodwill acquired through business combinations an 29 June 2006 has been allocated to two individual
cagh-generaling units, for impairment kesting as follows:

v Alyumirium Bahrain B.S.C. [Alba] 786,813
' General Foultry Company B.S.C. (€] [Seneral Poultry) 985
787,778

In accordance with the requirements of IFRS, the Group has perfarmed an impairment test as at 31
December 2012 in respect of the goadwill relating to Alba, using the services of an independeant valuer.

The recoverable amount of the Alba cash generating unit was determined based on valle in use
calculation. The forecasts use cash flow mojections based on financial budgets approved by
management covering an initial period of one year. Cash flows for years 2 to 4 have been determined on
the basis of managemeant's expectation of the business taking into account the prevailing global and Guif
Cooperation Council econamic cenditions in general and the aluminium industry in particular. In addition,
a growth rate of 3% (2011: 3%) has been applied frorm year 5 into perpetuity which is in line with the long
term average growth rates of the business in which the cash generating unit operates.

The cash flows are discounted using a discount rate of 12% (2011: 12%), which reflects market specific
risks relating to Alba.

Based on the independent valuation, the value in use has fallien below the carrying value of Alba cash
generating unit by BD 206,661 thousand. Managament consider that the value in use has fallen below
the carrying amount due 1o reduction in projected cash flows primarily on account of weak aluminiem
prices outlock oh the backdrop of poor giphal sentiments about recovery in construction and
infrastructure industries as a result of ongaing ecancmic crisis. Consequently, an impairment 10ss of BD
206,661 thousand (2011 mi) has been recognised in these consolidated financial statements, The
whale of the impaimment loss has been recognised against the goodwill allocated to the Alba cash
generating unit
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13

GOODWILL [continued)

Sensitivity to changes in assumptions

With regard to the assessment of value in use, management believes that reasonably possible changes
in the growth rate and EBITDA marging would not cause a material change to the recoverable amount.
However, an increase in the rate used to discount the projected cash flows by 1% would result in a
further reduction in the recaverable amount of the cash generating unit by BD 117 546 thousand (2011:
BD 1456568 thousand). A change in LME price by USD 100/mt throughout the forecast period woutld
result in @ change in the recoverable amount of the cash generating urnit as of 31 December 2012 by BD
175,531 thousand.

14 BORROWINGS
Total Total
Effaclive interest ratas 2012 2041
2012 2017 BD 'p0f B0 300
Bank overdrafts (note 3) 3.25% 6.38% 2 203
Murabaha borrowings 3.34%-6.5% 3.7% 35,438 43,353
Short Lerm loans (i) 0.95% 4% 0.92%-4.15% 5E,395 54,214
Wiorking capital revolving credit 1.4%-2.28% 1.5%-3.44% 65,800 60,160
Aluminium Bahrain B.5.C.
project lnans 0.94%-3.26% 0.78%-31.26% 171,525 187,933
Aluminiem Bahrain B.5.C.
refinancing loan - 0.89%-1.27% - 88 708
Other term kans {ii} 1.91%-5.21% 2.39%-6% 456,668 487 178
Finance lease obligations (iii} 3.06% 310% 144,271 131,770
Loan from the shareholder {iv) 5% 5% 594 B84

{1}

(i)

930,813 1,014,210

This includes short tarm loans of BD 17 160 thausand (2011 BD 13,084 thousand) availted from
financial institutions in the Kingdom of Bahrain by the assignment of certain trade receivables.

Gther term loans comprise of the fellowing:

Loans amounting to BD 47.516 thousand {2011: BD 35,322 thousand) which carry inlerest at
floating rates and are secured by 3 charge over trade receivables of the Group, The effective
interest rate 2t the year end was 3.84% (2011 4.18%).

Loans amaunting to B 5,403 thousand (2011: BD § 876 thousand) which are secured against
certain other receivables of the Group {nate 12). The effective interest rate at the year end was
5.14% {2011, 5.07%).

Unsecured lgans amounting to BD 87,087 thousand {2011 BO 145,143 thousand). The effectiva
interest rate at the year end was 2.04% {2011: 2.56%).

USE 750 million (BD 282 750 thousand) notes issued by the Campany during 2010, The notes
are unsecured, cary a coupon rate of 5% per annum and due for repayment in 2015 The
carrying value of the notes at 31 December 2012 wag BD 280,669 thousand {2011 BD 279,833
thgusand).

MYR 300 milion (BG 236,013 thousandy Sukuk issued by the Company during the year. The
Sukuk s unsecurad, carmies profil at 5.5% per annum and due for repayment in 2017 The
Sukuk is hedged through a cross currency swap whereby the MYR 300 millon is swapped to
LIS% 96,774 thousand with profit rate at 5% per annum {note 4),
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14 BORROWINGS (continued)

(i} Represents finance lease obligations which are secured against property, plant and equipment.
Future minimum |ease payments under finance leases together with the present value of the
minimum lease payments at 31 December are as follows:

2092 2011
Prasent Prasent
Minimum valire of Minimum vafue of
paymants payments paymemns payments
ap ‘o6o BD '000 80 000 B0 000
Within ane year 25,368 21,209 27,839 24,233
After one year but not more than
five years 75,327 83,713 57,746 40,205
Aftar five years 62,411 59,249 62 326 58,332
163,104 144,271 147,844 131.770
Less: Finance charges {18,833 - {16,171) -
Present valug of minimum
lease payments 144,271 144,271 131,770 131,770

{iv} Represents an unsecured loan cbtained from the Government of the Kingdom of Bahrain for a
capital project. The loan carries interest at a fixed rate of 5% per annum {2011 5%

15 TRADE ACCOUNTS PAYABLE, ACCRUALS AND OTHER LIABILITIES

2042 2011
BD 600 B0 fog

Trade accounts payable {) 266,631 163,474

Accrued expenses (i 231,403 156 085

Ungarnad revenys 38,406 47,593

Other payables 31,540 azmz

567,980 390,144

{i} Dietails of payables to related parties included in trade accounts payable are disclosed in note
28,

fit} Accrued expenses include BD 3,000 thousand (2011; BD 3,000 thousand) in respect of legal
claims (refer note 28). it alsa includes restructuring provisions in connection with Gulf Air of BD
70,000 thousand (2011; nil} frefer note 26)

16 EMPLOYEES' END OF SERVICE BENEFITS

2072 2041
B 000 a0 ‘000

Balance at beginning of the yaar 13,230 12,640

Provision for the year 2,421 2427

Payments during the year {2,37&) {1,827

Balance at end of the year 13,275 13,230
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17 OBLIGATICGNS RELATING TO ACQUIRED ENTITIES

202 2019

BO 000 B0 000

Balance at beginning of the year 171,352 196,103
Movements during the year (28,245) {24,751)
Balance at end of the year 143,107 171,352

These obligations were assumed by Bahrain Mumtalakat Holding Company B.S.C. (¢} on 28 June 2006
as an integral part of the acquisition of investmeants.

18 SHARE CAPITAL AND CAPITAL CONTRIBUTION
20112 2011
B0 000 B T
Share capital

Authorised:

2,000,000,000 shares of BD 1 each 2000000 2000000
Issued and fully paid:

1,845,634 591 shares of BD 1 each 1,845,835 1,845,635
Capital contribulion

During the year, the Group received investment properties valued at BD 523 thausand (2011: nilj and
cash of BO 15,346 thousand {2011, BD 14 650 thousand} from the shareholder as capital contribution,

Duning 2011, the Group had transferred investment properties with a carrying value of BD 384,128
thousand to the shareholder with a corresponding reduction in capital contribution.

The Company has resolved lo increase the authorised share capital fram 2.000,000.000 shares of BD 1
each to 5.000.000,000 shares of BD 1 each, in order to issus additional shares refating to the capital
contribution. The legal formalites of registering !he issue of shares for the additional capital are in
progress at the statement of financial position date.

19 STATUTORY RESERVE

The statutory reserve has been created in accordance with the requirements of the Bahrain Commercial
Companies Law and the Articles of Association of the Company. The Company transfers 10% of its
annual net ingorne to its statutory reserve until such time as the reserve equals 50% of the issued share
capital of the Company. The reserve is nol available for distnbution, except in circumstances as
stipulated in the Bahrain Commercial Companies Law. Mo transfers have been made in the current and
previous year as the Group reported losses,

39
F-120



Bahrain Mumtalakat Holding Company B.5.C. {¢)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2012
20 OTHER RESERVES

Cash flow Foragn
Available for hedges CLUFENCY
sale resenag reserve  iransiaiion Toral
80 000 B0 060 8D 000 80 o0
{i}
Bzlance at 1 January 2012 16,018 {506} (25.059) (9,637}
Total other comprehensive income {loss)
for the year 20,525 {1.234) 5,295 24,586
Balance at 31 December 2012 36,543 {1.830) (19,764) 14,949
Balance at 1 January 2011 26 844 {584) {25,892} aBa
Total other comprehensive income {(0ss)
for the year (10.826) (12} 833 {10.005)
Bzlance at 31 Decembaer 2011 16,018 {558} (25.058) {2.637)
() Cash flow hedges reserve represents the change in fair value of cross currency swaps and

share of associates' change in fair value of derivatives during the year. These hedges have been

assessed as highly effective.

21 MOVEMENT IN NCN-CONTROLLING INTERESTS

Movement in non-controling interests represents the net movernent in treasury shares held by

Aluminium Bahrain B.5.C. ("Alba").

22 REVENUE

Metals and minarals
Transportation
Cther

23 DIRECT COSTS

Raw materials, spares and consumables
Staff costs

Depreciation

Fuel

Operating lease rentals

Repairs and maintenance

Cthers

2012 2011
BD 0G0 BL 000
744,935 882,514
392,202 287 632
25,621 21,077
1,462,758 1,291,223
2012 20119
B4 '0og 50 000
331,102 434,149
128,143 143,218
103,043 100,716
182,234 186,829
42,542 42,550
92,036 102,118
176,085 135,282
1,116,195 1,160,862

In addition to the sbove staff costs, selling and distnbution expenses and administrative expenses
include staff costs of BD 12,370 thousand ang BD 44,856 thousand respectively (2011 BD 12 347
thousand and BO 46 376 thousand respectively}.
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24 DTHER QPERATING INCOME

2012 2011
50 000 ED 000

Settlement of legal claims (1) 31,960 -
Gain on deemed disposal of investment in associate (note 8) - 21,748
Miscellanegus 10,412 21,055

42,772 a2 803

{1 Selfiament of lagal claims

€n 8 QOctober 2012, Alba entered into an out-of-coun settlement agreement with Alcoa Ing., Alcoa World
Alumina L.L.C. and members of its senior management (together, "Alcog™). The settlement agreed was
a combination of cash amounting to BD 31860 thausand {USE 85000 thousand} as well as
concessions on long term alumina supply and related agreerments, Setflemant amount of BD 15,880
thausand was received in 2012 and the balance is due in October 2013. The Group recegnised the cash
settlernent of BD 31,960 thousand as other operating income.

25 GDVERNMENT ASSISTANCE
2012 2011
ap oo g0 ‘000

Government assistance 198,473 11,637

The Government assistance comprises of BO 185,000 thousand {2011:nil} received by Gulf Air through
BMHC and BD 11,473 thousand {2011: BD 11,637 thousand) by Bahrain Flour Mills Company B.S.C.
from the Ministry of Finance on behalf of the Government of the Kingdom of Bahrain.

In accordance with the Royal Decree number 54 for the year 2012, the Government of the Kingdom of

Bahrain has translerrad an amount of BD 18% million to Gulf Air through BMHE in order lo support its
restructuring plan. There are no unfulfilled conditions or contingencies attached to this assistance.

The amount received by Bahrain Flaur Mills Company B.S.C. is to enable it to sell flour at a controlled
price.

26 DTHER QPERATING EXPENSES

2012 2011
80 'ooo BO Dao
Loss on disposal and write-off of property, plant and equipment 11,435 7603
Restructuring costs {note) 0,770 -
Cither - {64}
82,205 7,538
Mote:

During the prigr years, the Board of Directors of Gulf Air ratified a restructuring plan ko streamline
revenuas and oplimise costs of the airline. During 2012, the Board of Directors camied out a detailed
assessment of ils resbructuring plan and reliably estimated the associated costs as well as the
appropriate timeline to execute this plan using independent consulting firms.
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25 OTHER CPERATING EXPENSES (tontinued)

The plan is expected to be complated in 2013 Gulf Air has paid BD 770 thousand during the year
relating to restructuring costs and restrucluring provisions of BD 70,000 thousand were made as at 31
Crecembar 2012 [note 15 ()] for the fallowing:

BD 40,000 thousand to phase out the older Airbus A319, A330 and A340 and Embraer E190
aircraft rom Gulf &ir fleet as part of its restructuring plan. This amount relates o the expected
lease rentals and maintenance required (o return the aircraft in good condition o the
manufaciurers and lessors.

BO 30,000 thousand to setle the voluntary redundancy scheme formulated by the Board of
Directors of Guif Air to reduce the workforce.

27 IMPAIRMENT LOSSES

2012 2044
BG 00G 85 9
Impairment lngses on non-trading investmeants {note 8) 1,239 12,801
Impairment loss on investment in associates (note 9) 16,011 94 067
Impairment loss on investment properties (note 10} - 209,683
Impairment Inss on goodwill fnote 13) 206,661 -
226,911 316,531

28 COMMITMENTS AND CONTINGENT LIABILITIES

Commitments

{i} Capilal expenditure

Al the statement of financial posilion date, the Group had the following capital expenditure commitments
relating to the acquisition of praperty, plant and eguipment.

2012 2011

B0 000 B 000

Aircraft (note} 1,296,925 1,746 056
Other - Due within one ta five years of the reparing date 51,680 40,581

1,448,605 1,788,677

Mote:

At 31 Decernher 2012, arcraft commitments of BO 21,909 thousand (2011: BD 150,535 thousand} are
due within ong year, BD 360,400 thousand (2011: BD 576,362 thousand} are due within one to five
years and BD 1014616 thousand (2011; BD 1,019,199 thousand} are due after more than five years
from the reporting date.

{in Operating fease commilments
Future minimum rentals payable under non-cancellable operating leases at 31 December 2012 are as
follows,

2012 2011

B0 '000 a0 oo

Within one year 38,921 42122
Alter one year but not more than five years 81,692 749,876
After five years 2B,58% 21,850

149,202 143,957

(i} Leters of cradi
The commitments on putstanding |etters of credit as at 31 December 2012 were BD 14,366 thousand
{2011: BD 20,837 thousand). The commitments are expected to be setiled within ong year.
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28

COMMITMENTS AND CONTINGENT LIABILITIES {zontlnued)

In addition, the Group's bankers have issusd letters of credit to counterparties for derivative
transactions armounting to BD 3,760 thousand {2011: BD 11,280 thausand).

Contingencies

i}

(i

b)

d}

Guarantess
The Graup has issued guaranlees to banks and other institutions amounting o BD 18,146
thousand {2011: BD 19 557 thausand),

Law suits

Law suits have been filed against GuIf Air in the Kingdom of Bahrain and in other jurisdictions
where Gulf Airs operates. These relate to ctaims which are in the normal course of business. In
managements view, adequate provision has been made in these consolidated financial
statements for liabilities that may arise from these law suilts, and the possibility of incurring
significant additional penalties or damages pending final judgment is expacled to be remote
[note 15 fii)].

A third party has initisted a claim against Aluminium Bahrain B.5.C. ("Alba"), towards damages
caused to its business unit. Alba is defending the claim and it is nat practicable to estimate the
liabyility and timing of any payments at this stage. Hente no provision has been recagnised in
these conselidated financial statements.

Qn 27 February 2008, Alba filed a lawsuit in the United States District Court for the Western
District of Pennsylvania against Alcoa, Inc., Alcoa World Aluming LLC, a member of ils seniar
manageament (together, "Alcoa™ and Victor Dahdaleh. In the complant, Alba alleged that Alcoa
conspired to bribe certain former members of s senior management and officials of the
Government of the Kingdom of Bahrain to ensure, among other things, that Alcoa continued to
benefit from Alba's alumina purchases at inflated prices. Among other remedies, Alba sought
damages for illigit activities that took place from 1893 to 2008,

In March 2008, the Court granted the U5, Government's unopposed motion o intervene and
stay discovery, as the U.S. Government conducted a criminal investigation related to the same
allegations. The stay was lifted in November 2011, and on 11 June 2012, the Court denied
maotions filed by Alcga and the other defendants seeking to disrmiss the lawsuit, On O October
2012, the Company reached a seftlerment with the Alcca defendants cormprised of a combination
of cash and a long-term alumina supply arrangement. The lawsuil against Victor Dahdaleh is still
orgoing.

Cunng 2009 Alba filed a complaint with the Public Prosecutor, who initated a criminal
proceeding against three former employees of Alba Marketing (ALMA).  Alba joined the
proceedings as a civil fight claimant. In its submission Alba claimed that the three former
aemployees earned mongy from crimingl aclivities and received commissians in contravention of
the Bahrain Commercial Companies Law and the Prohibition of and Combating Money
Laundering Law of Bahrain {"PCMLL™. in its civil right claim Alba sought ta oblige the defendants
to pay the amount of USE 17,499 thousand as interim relief, while preserving Aloa’s civil right to
have recourse against the defendants for all the damages which ALMA has incurred as a result
of the acls committed by the three former employees. In November 2010, the Bahrain ciminal
caurt faund the defendants guilty under the PCMLL. In its judgment, the court did not make any
reference to the reservation of the Alba's right to compensation purstant to Aricle 3.2 of
PCMLL. Therefore, it is not clear whether Alba in fact will be able to collect any damages from
the defendants. The criminal conviction was pardoned by a Royal Decree. However the Alba's
civil clairm is 34l pending under a civil court proceeding.

It is not practical ko estimate the effects of the law suits (c) to (d} above on the consolidated
financial staterments of the Group at this stage.
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28 RELATED PARTY TRANSACTIONS

Related paries represent the shareholder, profit oriented entities controlled by the shareholder,
associates, directors and key management personngt of the Group and enlities controlled, jointly
controlled gr gignificantly influenced by such parties. Pricing policies and terms of these transactions are
approved by the sharehclder and the boards of directors of the various group companies.

ln the ordinary course of business, the Group purchases supplies and services from entities related to
the Government of the Kingdem of Bahrain, principally matural gas, jet fuel and public utility services. A
royalty. based on the production of Aluminiurn Bahrain B.S.C.. is also paid to the Govemment of the

Kingdom of Bahrain.

Transactions with related parties included in the consolidated statement of income are as follows:

Income

Revenue

Covernment assistance
Cther operating income
Intergst income

Expenses

Direct costs
Administrative expanses
Interest expense

Income

Revenue

Government assistance
Qther operating incame
Interest income

Expenses

Direct costs
Administrative expenses
Interest expense

2012
Entitios
controlfed
by the
Sharoholdar sharaholder Asspciate Tatal
8D 000 8D 600 BD 000 B0 0D
218 359 94,809 95,496
196,473 - - 196,473
649 - 210 858
- - 7.0 7,00
197,340 359 102,150 299,849
3,600 158,548 21,552 183,790
288 - 8,463 8,751
as - 7187 7.222
4013 154,548 37,202 199,763
2011
Eniities
contrallad
by the
Shareholdar  shareholder  Associates Tatal
B0 000 g0 0o 80 ‘God B toa
75 1495 131,807 131.777
11,637 - 11,637
9 607 - a 607
- - §,940 €.940
21,119 185 138,447 158 981
3,863 126,017 21,547 151 127
348 - 7.050 7,308
35 - 4613 4 548
3.948 126,017 A3,110 163 073

Detaits of land leased from related parties, Fee of rent, are disclosed in note 11.

During the year, the Group acquired investment properties valuged at BOD 5000 thousand from an

assnciate.
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25 RELATED PARTY TRANSACTIONS (continued)

Balances with related parties included in the consolidaled statement of financial position are as follows:

Assats

Cther assets (note 12}

Trade accounts receivable, prepayments
and other assets

Cash and bank batances

Liabilities

Borrowings

Trade accounts payable, accrued expenses
and other liahilitizs

Assels

Other agsets (note 12)

Trade accounts receivable, prépayments
and other assets

Cash and bank balances

Liabilities

Borrowings

Trade accounts payable, accrued expenses
and other liabilities

181,137

2012
Entitios
contralied
by the
Sharoholdar shareholder Associate Tots!
80 000 B0 000 B 0600 B0 000
- - 143,315 143,315
1,836 128 20,978 23,042
- - 153,481 153,481
1,936 128 Mr T 319,838
694 - 159 546 160,240
5413 146,381 33,518 185,612
6,107 148,381 163,364 345,852
2011
Entities
controlied
by fhe
Sharoholder  shareholdar  Associales Total
840 000 80 ‘000 B 000 86 onn
135,737 135,737
1,050 234 15 835 17,219
- - 103,033 103,033
1,080 234 254 B0S 255 8849
694 - 171,175 171,889
475 71,668 D082 82,123
1,164 71,666 253,992

Compensation of key management personnel
The remuneration of members of key management persanngl far the year was BD 6,289 thousand

{2011: 80 £,286 thausand).

Fees to the directors of the Group companies provided for during Lhe year was BD 519 thousand (2011

BD 668 thousand).
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30 FINANCIAL RISK MANAGEMENT

Dvervigw
The Graup has exposure ta the following rigks from a financial perspective:

- Credit risk

- Liquidity sk

- Market risk

- Operatignal risk

This note represents information about the Group's exposure to each of the above risks, the Group's
approach to nsk management and the management of capital. Quantitative disclosures about various
risks are included in the respective sections. The Group's overall nsk management appreach is to
maderate the effects of such risks on its financial performance. The Group uses derivatives in hedging
specific exposures [note 4}

Risk Management Framawork

The Bgard of Directors has ihe owverall responsibility for the establishment and oversight of the
Company's rsk managemsnt approach and for approving the risk management policies and
procedures. These policies are established to identify and analyse risk faced by the Company and set
appropriate nigk limilz and controls o monitor nisks. These policies are reviewed regularly to reflect
changes according to market conditton and Group's activities. The Company, through its policies,
procedures and processes aims 10 develop and maintain a robust contral environment in which 2l
employees understand their roles and responsibilities.

The Company assesses and manages nsk through a cormmittee structure. The existing committee
structure for risk is designed to ensure a pericdic review of risks, a shanng of knowledge about risks
across all functions, an understanding of the relationships of the risks of the enterprise, and to ensure
that each functignal area remains accountable for the risks for which itis responsible.

Board Audit and Risk Committes

The Board Audit and Risk Committee oversees how the management monitors compliance with the
Company risk management palicies and procedures and reviews the adequacy of the risk management
framework in relation to the risks faced by the Company, The Board Audit and Risk Committee is
assisted in these functions by the Internal Audit Function which undertakes both regular and ad-hoc
reviews of risk management controls and procedures, the results of which are reported to the Board
Audit and Risk Cammittee.

Board Investment Committee

The Board Iovestment Committee s responsible for  assessing  risks  associated  with
investment/divestment decisians and monitoring risks associated with the existing portfolin. The Beard
Investment Cammittee is assisted by the Management Investment Committee in fulfiling its oversight
responsibilities on policy, standards and preceduras for investing in a responsible manner,

Managemant Committea
The Management Committee regularly reviews several aspects of Company's various risks.

() Credit risk
Credit rigk is the risk that one party o a financial instrurnent will fail to discharge an obligation and cause
the other party to incur a financial 105%.

The Group is exposed e credit risk on its bank balances ingluding term deposits, loans and retenables
and the positive fair value of dervalives. The Group places its deposils with repulable banks with & good
credit rating. Darivative centracts are entered inlo with counterparties with strong credit ratings and are
not subject to significant credit risk.
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30 FINANCIAL RISK MANAGEMENT {continued)

{a} Credit risk [continued}
Credit risk wilh respect to loans and receivables is managed by assessing lhe feasibility of the
investment apportunity that is being funded, pricr to advancing any funding.

The sale of passenger and cargo transportation is largely achieved through & large number of
international Air Traffic Association (JATA) accredited sales agents. Unless expressly stated otherwise in
the contract, receivables and payables among aidines are settled either bilaterally or via the ATA
clearing housa. For all other service relationships, depending on the nature and scope of the service
rendered, collateral is required, credil reportsireferences are ghtained and use is made of histarical data
from previous business relations, especially with regard to payment behavior, in order to aveid nen-
performance.

Credit risk with respect o receivables from customers is managed by granting credit terms and
monitaring the exposure to customers on an ongeing basis. An impairment allowance is made for
doubtful accounts whenever risks of default are identified.

The maximum credit risk exposure at the statement of financial position date is equal to the carrying
value of the financial assets shown in the consolidated statement of financial position, which are net of
impairmeant allawances.

The Group selis its products to a large number of customers. s five largest customers account for 30%
of the outstanding accounts receivable as of 31 December 2012 (2011: 34%).

b} Liguidity risk

Liquidity risk (alse referred to as funding risk} is the risk that an enterprise will encounter difficulty in
raising funds to meet commitments assaciated with financial instruments. The Group limits its liguidity
ek by managing cash and ensuring bank faciliies are available. Trade payables are normally settled
withun 90 to 150 days of the date of invoice. The Group's cash flow frem aperations are normally
adequate to meet expected liguidity requirements.

The table helow summarizes the maturities of the Group's undiscounted financial lakilites at 31
December 2012, based on contraclual payment dates and current market interest rates.

31 December 2012 Lags than 3o 185  Morethan
Fmonths 12 months years 5 years Total
BDO0O BDOGD BDOGG 20000 BCOOG
Borrowings 166,221 228 964 538,4T1 63,163 996,819
Derivativas 1,817 11,813 25,341 - g
Trade accounts payable and
other liabilittes 203,261 74,836 64 - 278,961
Obligations relating to
acquired entities 16,111 14,293 144,702 - 175,106
3B7,210 329,906 709,374 63,163  1,489657
31 December 2011 Less than Jio 105 More than
3 monihs 12 months years 5 pears Tolaf
BOHHEN BO000 SO0000 BOOO0 8oo0g
Borrowings 135,117 137,463 774,087 63,215 1,109,942
Derivalives 8122 24,263 36,383 - 68,858
Trade accounts payahle and
other liabilities 140,255 20,927 167 - 161,349
Obligations relating to
acguired entities 18,529 11,330 144 554 2302 207 425
A2 023 194,073 855,161 96,327 1,547 hB4

Dretails of capital expenditure commitments are given in note 28.
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30 FINANCIAL RISK MANAGEMENT [continuad})

{c) Markat risk

Currancy risk

Currency risk iz the rigk associated with fluctuations in the value of a financial instrument due to changes
in Fareign exchange rates. The Group's financial instruments are mainly denominated in Bahraini Dinars
and US Dollars. The Group uses forward foreign exchange contracls and cross currency swaps to
hedge against currency fluctuations (note 4},

A5 lhe Bahraini Dinar is pegged to the US Dollar, balances in US Dellars are not considered to reprezent
significant currency risk.

The tabie below indicates the Group's sensilivity to currency risk at 31 December 2012 as a result of its
monetary assets and liabilities. The analysis calculates the effect of a reasonably possible movement of
the Bahraini Dinar currency rate against the Eurp, Pound Sterling and Indian Rupes with all other
variables held constant, on the consolidated statement of income {due ko the fair value of currency
sensitive monetary assets and liabilities). The affect of decreases in currency rate iz expected to be
equal and opposite.

Foralgn exchangs Effect an consojidated
Change in position fong {shart) siatement of Incoma
CLNTENECY 2012 2011 20712 2011
rata BDOGH BLOOG BDOGD BOOOG
Eurg 10% {19,012} {21,154) {1,901} (2,115)
Poung Sterling 10% 79,930 56,241 7.993 6.624
Indian Rupee 10% 3,242 2078 124 208

Intarest rate rigk

Interest rate risk arises from the possibility that changes in interast rates will affect the future profitability
or the fair value of financial assets and liabilities. The significant portion of the fnancial assets and
financial liakilities are variable interest rate haged.

The Group is expesed to inferest rate risk on its interest bearing assets and liabilities {call account, term
deposits, margin deposits and borrowings). This risk Is partly mitigated by interest rate derivatives (note
4},

The sensitivity of the consolidated statement of income is the effect of the assumed changes in interest
rates on the Group's net ingome for one year, hased on the floating rate financial assets and financial
liabilities.

The fcllowing tatle demonstrates the sensitivity of the consolidated statement of income to reasonably
possible changes in interest rates, with all olher varialiies held constant.

increase’ Effect before Effact of Effact on

decreasa [nlorestrate intores! rate het foss

In basis  dervatives darfvatives for the year

points BD 000 80 ‘0a9 ED 000

2012 +100 {3,08) (733} (3,741)
=100 3,008 733 3,741

2011 +100 {5,222} {377 (5.509]
=100 5222 377 5,508
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a0 FINANCIAL RISK MANAGEMENT {continuad)

{c} Market risk (continued)

Commaodity price rsk

Commaodity price risk is the risk that future profitability is affected by change in commodity prices. The
Group is exposed to commodity price risk as selling prices for aluminium are generally based on
aluminium prices guoted on the Longdon Metal Exchange (LME). The cammadity price rigk is managed
by Alba by hedging against fixed price sales commitments through commedity futures and other
derivative products (note 4.

The follawing table demonsirates the sensitivity of the consolidated statement of income to reasonably
possible changes in the LME price on derivatives outstanding as of 31 December 2012, with all other
variables held constant.

Increase’ Effect on
decrease netincome
in LME for the year

pricea BDooo
2012 10%: 3,432

0% {3,280}
2011 10% {5,631}

-10% {5,350}

Jot fuel price risk

The Group's eamings are affected by changes in the price of jet fuel relating to Gulf Air. Gulf Air's
strategy for managing the rigk on fuel price aims to provide Gulf Ajr with protection against sudden and
significant increase in jet fugl prices. In mesting these objectives, Gulf Air uses options with approved
counterparties and within approved credit limits.

A 10% change in the price of jet fuet affects the Group's annual fuel cost by BD 17,931 thousand (2011:
BC 19,393 thpusand}, agsuming there is no change in the volume of uet cansumed.

Eguity price risk

Equily price risk is the risk that the fair value of equity securities will luctuate as a result of changes in
equity prices or indices, or fair value in case of unquoted equities. Equity price risk arises from the
Group's investment in equities and managed funds included in non—trading investments and
invastments carried at fair value through staterment of income. The Group manages the risk through a
process of diversification of its investments in terms of industry concentration.

The majority of the Group's investments carried at fair value through statement of income are
investrents in managed funds, The Group's non-trading investment portfalio is mainly comprised of
unguoted investment which is re-measured to fair value using different valuation technigues,

FYTRL imvestments

A10% (2011 10%) increase in the net asset values of funds will decrease the net 1055 by BLD 7,341
thausand {2011: BD 6.266 thousand). The effect of decreases in eguity prices is expected to be equal
and opposite to the effect of the increases shown.

Mon-trading investments

The following table demonstrates the sensitivity of the cumulative changes in fair value to reasanably
possible changes in equity prices, with all alher variables held constant The effect of decreases in
equity prices is expected to be equal and cpposite to the effect of the increases shown.
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0 FINAMCIAL RISK MANAGEMENT {continued)

{c} Market risk {continued)

Equity price risk {continued)

% Change in Effect Effect

aguily price  on eguity on equity

2012 2611

BG 8o

Cuated and unguoted investments +10%20,068 20,432

(d) Capital management

The primary objective of the Group's capital management is to ensure that it maintains a strong financial
position and healthy cagital ratios in order to support its business and maximize shargholder value. The
Group manages its capital structure dynamically and makes necessary adjustments, in light of the
macre economic conditipns. Mo changes were made in the objectives, polities or processes dunng the
yaar ended 31 December 2012 and the comparative period.

The Group monitars capital using a gearing ratio, which is net debt divided by total equity.

2012 2011

B 000 ED 030

Borrowings 930,813 1,014,210
Derivative financial instruments 38BN 64,4970
Total dabt 959,584 1,079,180
Lese cash and bank balances (naote 3) (250,146) [259.765)
Met debt 679,438 819,415
Total equity 2401612 2565275
Gearing ratio 28% 2%

N FAIR VALUES OF FINANCIAL INSTRUMENTS

Financial instruments comprise of fnancial assets, financial babilities and dernivative financial
instruments

Financial assets comprise of investments, deposits, bank balances, loans and accounts receivabile.
Financial lizpilites comprise of borrowings, obligations relating to acquired entities and trade and other
payables.

With the exceplion of certain unquoted availabke-for-sake-investments which are carried at cost and
detailz of which are discloged in nole 8 and deposits which are interest free and details of which are
disclosed innote 12, the fair values of financiat assets and financial liakilittes are not materially different
from their carrying values at the statement of inancial position date.

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

Level 1 - Quoted {unadjusted) prices in active markets for identical assets or liabilities;

Level 2: Other techniques for which all inputs which have a significant effect on the recorded fair valug
are observable, either directly or indirecthy;

Level 3 : Techniques which use inputs which have a significant effect on the recorded fair value that are
not based on observable market data.
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31 December 2012

K| FAIR VALUES OF FINANCIAL INSTRUMENTS {continuad)

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

value hierarchy:

31 Decamper 20712

Derivative financial instruments (assets)

investments carmed at fair value through
statement of incoma

Men-trading investments

Derivative financial instruments {liabilities)

31 Docember 2011

Investments carried at fair value through
statement of incame

Non-trading investmenls

Derivative financial ingtruments {liabilities)

Laval T
A0 ‘000

5211

Level 1
BO 000

8701

Lavel! 2
B0 130
104
¥3diz2
s, ™M

Lovel 2
80 '00d

62 664

64 570

Lavel 3
B0 a0

203,672

Lavel 3
B0 000

197 622

Total
80 ‘Dop

T3 A2
208,583
38,771

Texlal
g0 ‘Goo

62,664
204,323
64,970

Curing the years 2012 and 2011 there have been no lransfers between Level 1 and Levet 2 and no
transfers inte and out of Level 3. Unquoted investments carried at cost are nat included in the above

higrarchy.

For tevel 3 measurements, changing inputs to reasonably possible alternative assumptions will not result
n significant change in fair values.

The rmavements in level 3 financial instrurments measured & fair value are a5 follows:

At beginning of the year

Sale during the year
Fair value changes
Impairment |oss

Instruments transferred from cost to fair value

Balance at end of the year

2012 2011
ED ‘000 BD 000
197 622 210,758

{732) (315)

8,020 (4,962)
{1,238) {12,663}
. 4,803
203,672 197 522

32 OPERATING SEGMENT INFORMATION

For management purposes the Group is organised into the following major business segments:

Metals and minarals

Transportation
Banking and finance
Real astata

Telecom

Other

Compnsing of manufacture of aluminium.

Frincipally handling air transportation.

Coamprising of investment in banking and financial services.
Comprising of investment in real estate.

Comprising of investment in telecommunications.

Ineludes all other activities not included abave.

There are no material transfers between operating segments.
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iz CPERATING SEGMENT INFORMATICN [continued)

Segment information for the year ended 31 Dacember 2012 was as follows:

2012 Metals Banking
and Transport- and
minerals ation  finance Real estato Tefacom Other Total
BD ‘ton BD ‘000  BD ‘0G0 2D '000 B '000 BL 000 BE ‘00D
Revenue 744 535 400,583 - 1,718 - 15,521 1,162,758
Share of results
of associates 1,466 (3,005) 22,643 (4,284) 23,960 4,966 45 766
tmpairment
losses 206,561 - 19,011 - - 1.239 226,911
Met income
{lass) {107,440} {B4.813) &, 14% (4,.379) 23,980 (13,218} {181,729}
tnvestment in
associales 14,155 137 A5G 29312158 90,795 308,746 35,124 879,493
Total assels 1,812,333 841468 ATD,R72 246,164 316,952 407,769 4,095 558
2011 Metals Banking
and  Transpori- and
rminerals ation finance Real estate Telacom Oifier Total
B0 000 80 ‘60 80 i BO 000 ED 000G BD 0G0 B0 000
Revenue BeZ. 514 306 TR2 - 2224 - 0,723 1,281,223
Share of resulls
of assoriates 1.075 {10,277} 21,134 {6,043 32,335 4,531 41,855
tmpairment
losses (2.853) (8,540 (20917  (20D,663) {91,174) {2,210} {316,531)
Net income
{loss) 207 832 {187 701} 18,043 (216,242} {58,839) (34 043) (270,650)
Investmeant in
associates 12,200 125,858 200,568 44 966 302 550 33,180 850 762
Total agsets 2,081 236 TA1 028 467082 254 323 N8 130 316,483 4219181
Geographic information
An analysis of the revenue by geographic location 15 as follows:
2m2 2011
80 G0D RO 'G00
Kingdarm of Bahrain 448,855 518,895
Asia 144,150 206 672
Rest of Middle East and North Africa J66.064 341,116
Rest of the world 203,643 224 540
1,162,758 1,291,223
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32 OPERATING SEGMENT INFORMATICN (continued)
Customers
Revenue from a custemer ameunted to BD 141,370 thousand being mare than 10% of the consolidated

revernue of the Group {2011 Revenue from two customers of the Group amounted to BD 301,733 thousand,
each being more than 10% of the consgolidated revenue of the Group).

3 CURRENT AND NON CURRENT ASSETS AND LIABILITIES

The table below provides the analysis of current and non current assets and liabilities:

Less ihan one year Cver one year
202 211 2012 2019
D 0o 80 000 80 600 20 00
ASSETS
Cash and bank halances 290,146 258 765 - -
Dervativae financial instruments 104 - - -
Trade accounts receivable,
prepayments and other assets 178,264 154,558 2,940 6.040
tnventories 158,919 174,996 - -
investments carried at fair
value through statement of income 70,848 60,271 2,564 2,393
Non-trading investments - - 211,573 204,771
Investment in asscciates - - 879,493 B850, 762
Investment properties - - 219,207 213,588
Property, plant and eguipment - - 1,328,645 1,340,745
Other assets 4,270 6,163 157 468 148,351
Goodwill - - 581,117 FH7. 778
702,551 655,753 3,393,007 35631428
LIABILITIES
Borrowings 369,377 243,307 561,436 770,903
Derivative inancial instruments 14,775 30648 23,996 34,324
Trade accounts payable, accruals and other liabilities 518,108 Iy - ¥at]
Employees’ end of service benefits 13,275 13,230

Qbligations relating to acquired entities 28,763 28247 114,34 143,105
531,023 833,517 713,051 862,082

Liquidity gap {228,472) 22236 2,679,956 2,601,346

Mote: Trade accounts payable exclude the effact of unearned income and deferred income of BD 38 406
thousand and BD 11,488 thousand (2011: BD 45652 thousand and BO 12 615 thousand) respectively as
these do not represent financial liabilities.
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34 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group's consolidated financial statements requires management to make judgments,
estimates and assumptions that affect the reported amounts of revenues, expenses, assets and liabilities,
and the disclosure of contingent liabilities, at the reporting date. Howewer, uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the carrying
amount of the asset or lability affected in the fulure.

Judgments

In the process of applying the Graup's accounling policies, management has made the foilowing judgments,
apart from these involving estimations, which have the most significant effect on the amounts recognised in
the consolidated financial statements:

Operating lease commitments — group a5 195501

The Group has entered intn commercial property leases on its investment property portfolic and leases for
aircrafts. The Group has determined, based on an evaluation of the térms and conditions of the
arrangements, that it retaing all the significant risks and rewards of ownership of these properties and 50
accounts for the contracts as operating leases.

Estimates and assumptions

The key agsumptions congerning the future ang other key sources of estimation uncertainty at the statemant
of financial position date, that have a significant risk of causing & material adjustment ko the carrying
amaunts of assets and hiabifities within the next financial year are discussad below,

Uiseful fives of property, plarl and egquiprment

The Group's managemsent determines the estimated useful lives of its property, plant and equipment for
calculating depreciation. This estimate is determined after considering the expected usage of the asset or
physical wear and tear. Management reviews the residual values and useful lives anoually and future
depreciation charges would be adjusted where the management believes the useful fives differ from
previous estimates,

irnpairement of aircealt

In case of aircraff, impairment is recognised when events and circumstances indicate that the aircraft may
be impaired and the carrying amounts of the aircralt exceed the recoverable amounts. In determining the
recoverable amounts of the aircraft, certain estimates regarding the current fair market value and the base
value {vaiue in use) of the aircraft are made. The curment fair market and the base values are detarmined
based on independent valuations camied cut by an industry expert.

Classification of invesimants

The Group's management deiermines the classification of investments as either fair value through
statement of income. held to maturity, or available-for-sale, This classification is based on management's
investment strategy taking into account their evaluation of performance, the intention and ability to hold
investments for certain time peripds and their assessment of investments which are availabla 1o be s0ld.

Impairment of non-Mnancial assefs (including goodwilt)

When value in use calculations are undertaken, management must estimate the expected future cash flows
from the asset or cash-generating unit and cheose a suitable discount rate in order to calculate the present
value of those cash flows, Further details, including key assumptions, are given in notes 10 and 13

impairment of available for sale fnancial assets

The Group classifies certain assets as available for sake and recognises movements in their fair value in the
statement of comprehensive income. When the fair value declines, management makes assumptions about
the decline in value o determine whether it is an impairment that should be recognised in the tonsolidated
staternent of income. &t 31 December 2012, an impairment loss of BD 1,239 thousand (2011: BD 12,801
lhousand) has been recognised for available for sale assels. The carrying amount of available-for-sale
assets was BD 211,573 thousand (2011: BD 204,771 thousand).
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34 SIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

Estimates and assumptions {continued)

Restruciuring costs
Restructuring provisions are recognised only if events have occurred thal give rise to a constructive

obligation as of the consolidated statement of financial position date, include anly direct expenditure which is
necessarily entailed by the restructuring plan and not associated with the ongoing activities of the Gulf Air, in
determining the amounts that can be provided for and presented as restructuring costs, estimates are made
by the management on the approximate number of emplayees who will be compensated under voluntary
redundancy schemse, setflement to lesgors of aircraft whose cperating leases are intended to be terminated
early and other relevant restructuring expenses.

At 31 December 2012, the total carrying amount of estimated restrucluring provisions was BD 70,000
thousand (2011: nil).

53
F-136



Bahrain Mumtalakat Holding Company B.S.C. (c)
CONSOLIDATED FINANCIAL STATEMENTS

31 DECEMEER 2011

F-137



BOARD OF DIRECTORS® REPORT

he Board of’ Bahrain Mumialakat Holding Company {hereinaiter referred to as the “Group™) is
leased W present Lheir report 2long with the audited consohdated financial stalements for the
ear ended 31 December 208 1.

Finnneial highlights

The Group repistered o tolal comprehensive loss of GO 281 mullion wilh inerease in revenue and
pross margine of 8.4% and 5.5% respectively. The opuerating foss was BD 6 million and net loss
afler taking into consideration interesl expense, fair value gain/(ioss} on dervalives and
impatement losses was BD 27006 million compared 1o the not logs of BD 234.3 million for the
year ended 31 December 20110,

The Group’s twtal ussets and equity aunbutable to shareholder of the parent as at 31 December
2011 were BD 4.2 billion and 8D 2.3 billion respectively (2000: BD 5 billion and BD 3 billion
respectively).

The movemenl 1 equity alivibulable to sharcholder ol Bohran Mumialakat Holding Company 1s
as follows

BD 000
Balance as at December 31, 2014 3.028.384
Tolal com rehensive incomefloss) 345821
Contribution b 1he sharcholder 14,650
Drisiribution of assels 1o sharcholder 384, 128%
Balance as at December 31, 2011 2313085

The werease in Group rovenues was primanly duc 1o strong perfernance ol Alba, o key group
company. The increase in LME price of aluminium coupled with operational and eost
efficiencics helped Alba improve its prior yeor nel income ol BD 138 millivn w1 2010 10 BD 212
million in 2011, Several restructuring iniliatives were undertaken at Gulf Air to reduce operating
losses. achieve cost efficiencies and improve the guality of product offenng and custemer
service. However, the regional geo-political situation significamily alfecied the operations o
Gull Air and resulted in a higher operaiing loss of BD 210.4 million iz 2011 compared o BD
i39.7 million in 2010 {excluding one-off restructunng charges of BC 48.4 millan). The share of
profil trom asgsueiate companies declined by about | 1% as 8 result of lower operaling income in
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these compames.  I'his coupled with higher impairmen losses (BD 316.5 million in 201]
compared to BD [91.2 million 1n 2010 resulted in o net loss of' BD 270.6 million in 201 |.

Directors
he following is the list ol divectors who were in office ss of the date of this repart:

H.E. Shakh Khalid hin Abdulla Al Khalifa

H E. Shaikh Ahmed bin Mohammed Al Khalifa
H.E. Shaikh Mohammed bin Essa Al-Khalifa

H E. Mr. Kamal bin Alimed Mohammet

H.E. Mr. Essam Abdulla Khalal

Mr. Mahmoed Hashim Al Koohgji

D, Esam Abdulla Fakhen

Dv. Samer Al lishi

Mr. Redha Abdulla Faraj

Aunditors

Ernst & Young have cxpressed their willingness 1o centinug in office and a resotution proposing
their appointment, as auditors of the Company, For the yeor ending 31 Decemnber 2012 will be
submytted 1o the Anneal General Mecling.

rder of the Board of Dheetars

== )P

Drecior Dhrector

21 June, 200172
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDER OF
BAHRAIN MUMTALAKAT HOLDING COMPANY B.5.C. (&)

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Bahrain
Mumtalakat Holding Company B.5.C. {¢ ) ("the Company") and its subsidiaries ({ogether
“the Group"), which comprise the consolidated statement of financial position as at 31
Cecember 2011, and the consclidated statements of income, comprehensive inceme, cash
flows and changes in equity for the year then ended, and a summary of significant
accounting palicies and other explanatery infarmation,

Directors' Responsibifity for the Consolidated Financiaf Statements

The Company's Board of Directors is responsible for the preparation and fair presentation
of these consolidated financial statements in accordance with International Financial
Reparting Standards, and for such internal control as the Board of Directors determines is
necessary to enable the preparation of the consolidated financial statements that are free
from material misstatement, whether due to fraud or error,

Auditors’ Responsibility

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

An audit involves performing procedures to obtain sudit evidence about the amounts and
disclosures in the consolidated financial statements. The procedures selected depend on
the auditors' judgement, including the assessment of the risks of material misstatement of
the cansolidated financial statements, whether dug to fraud or error. v making those risk
assessments, the auditor considers internal controd relevant to the entity's preparation and
tair presentation of the consclidated 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 contral. An audit also
includes evaluating the appropriateness of accounting policies used and the
reasonablengss of accounting estimates made by the Board of Directors, as well as
avaluating the overall presentation of the consolidated financial statements.

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

A Prustribupe Firm gl E1triL 8 dmortp (bt Lot
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INDEFENDENT AUDITORS® REPORT TO THE SHAREHOLDER OF
BAHRAIN MUMTALAKAT HOLDING COMPANY B.S.C. (c)}{continued)

Dpinian

In our gpinien, the consolidated financial staterments present fairly, in all material respects,
the financial position of the Group as of 31 December 2011, its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Emphasis of matter

Without qualifying our opinion, we draw attention to note 2.1 to the Group's consolidated
financial statements which describes the uncertainty related to Gulf Air G.5.C. {renamed
Gulf Air B.5.C.{¢) with effect from 20 February 2012) ("Gulf Air"). The Company owns
100% of the issued share capital of Gulf Air. As of the date of issue of the Group's
consolidated financial statements, the audit of the financial statements of Guif Air was stifl
in progress due to uncertainties over the future funding of Gulf Air which is currently under
consideration by the Government of the Kingdom of Bahrain. The Group's financial
statemants have been prepared on the assumption that Gulf Air continues as a going
concern.

Report on other regutatory reguiraments

As required by the Bahrain Commercial Companies Law, we repart that:

a) the Company has maintained proper accounting records and the consolidated
financial statements are tn agreement therewith; and

by the financial information ¢cantained in the Report of the Board of Directors is
consistent with the consolidated financial statements.

We are not aware of any violations of the Bahrain Commercial Companias Law or the terms
of the Campany’s memorandum and articles of association during the year ended 31
December 2011 that might have had a material adverse effect on the business of the
Company or on its financial position. Satisfactory explanations and information have been
provided to us by the management in response to all our requests.

Samet ¥

21 June 2012
Manama, Kingdom of Bahrain
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Bahrain Mumtaiakat Holding Company B.5.C. (¢)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

31 Dacamber 2011

ABSETS

Cash and bank balanges

Derivative financial Instrumenis

Trade accounts receivable, prepayments and other assats
lrenloriss

Invesimenls carried at fair vatue through statermenl of Incomea
Asseats heid for distnbution

Non-trading rvesiments

tmvesimenl in assocates

Inveslment properles

Froperty, plant and equipmant

Oither assels

Goodwill

TOTAL ASSETS

UABILITIES AND EQUITY

Liahilities

Borrowings

Danvalive financial instruments

Trade ascounls payable, accruals and olher habilities
Employeas &nd of service benefils

Oklhgalions relabing to acquirad enlities

Tetal liabllitiaa

Equity attributable to aharahalder of the parent
Share capital

Capital conlribution

Stalutary resarve

Qlher reserves

Agcurmulated defiot

Nan-controliing fntareats
Total aquity
TOTAL LIABILITIES AND EQUITY

Shakh Mo amm d bin Essa Al Khalfa
Chwecior

2011 2010
Nole — BD'GO0  BD 000
3 259,765 498,384
4 - 2,352
5 160,558 167,660
6 174,096 168831
7 62,684 2,607
8 - 33873
9 204771 222339
10 #59,762 920,901
11 213,508 473,534
12 1,340,745 1,352,089
13 154514 139775
4 797776 7ATTB
4,219,181 5,070,032
15 1,014,270 1,163,732
4 64,970 146,256
16 300,944 203,601
17 13,230 12,640
18 171,352 196,103
1,663,006 1,822,422
19 1,845,635 1,845,635
19 1,116,937 1,486,415
20 21,262 21,252
21 (9,637) 368
(661,102) (325,266}
2313,085  3,028.384
22 252390  219.227
2,565,275 8.247.611
4219,981  5,070.033

Mabmond H Al-Kooheji
Chiaf Execuliva Officer

The atlached notes 1 1o 34 form parl of Lhese consclidated financia! statements.

3
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Bahrain Mumtalakat Holding Company B.S.C. (c)

CONSOLIDATED STATEMENT OF INCOME
Year ended 31 December 2011

Mole
Revenus 23
Direct cosis 24

Gross profit

Dividand income
{Loss) gain on investments carried at farr value
through statement of income
Olher aperaling ncome 25
Selling and disiribution expenses
Administralive expanses

Olher operaling expenses 25
Operating loss
Share of profit of associales 10

Inlerest income

Inlerest expense

Fair value gain {'oss) on revaluation/setiement of derivatives {net} 4
Impairment losses 27

HET LOSS FOR THE YEAR

Attributable to:
Shareholder of the parent
Nor-contralling interests

2011 2070
BD D00 B ‘00
1,291,223 1,180,939
1,156,862 1,057,669
144,361 133.070
878 801
{1.548) 171
54,440 29,636
(92,458)] {8,658
{100,176) (102,591}
(7,539} {17,993}
{5,042) {48,875}
41,955 47 363
10,050 8,475
{37.080) {36,680)
36,898 (10,358)
{316,531) {191,253
(270,650  (234,328)
.- -]
(335316} (265,106}
65,166 n7r7e
{270,650)  (234,328)

The altached notes | 1o 34 form part of these consolidated financial statemenis.

4
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Bahrain Mumtalakat Holding Company B.S.C. {¢)

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Yaar ended 31 December 2011

LOSS FOR THE YEAR

Other comprehensive income

Movemani in cumulative changes in fair values
Transfer io consolidated staternent of income
Share of changes in equity of associates
Foreign currangy translation

Total other comprehansive {loss) income for the year

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

Attributahle 10
Sharehplder of the parent
Non-controlling interests

The altached notes 1 k& 34 form part of these consolidated financial statements.

2011 2010
BD 006 BD 000
(270,650)  (234,328)
{2,269} 8,091
2,417 3,538
{9,522) 3.976
{578) {(3.275)
{9,952) 13,230
(280,602)  (221,008)
(345,821} (251,951
65,219 30,853
{280,602)  {221,098)
e — - —

5
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Bahrain Mumtalakat Holding Company B.S.C. (¢)

CONSOLIDATED STATEMENT OF CASH FLOWS
Year ended 31 Decamber 2011

2017 207
Nole 80 000 BC 000
OPERATING ACTIWITIES
et loss for the year (270,650] {234,328)
Adjustrnents for:
Depreciation 108,274 114,278
Fair value {gain} loss on derivatives 4 {36,898) 10,358
Loss (gain} on investments carried at fair value through
stalement of income 1,548 {171)
Gain on non-rading investments (762} {224)
{Gain) loss on sale of investimant in associata {21,748) 16,630
Share of profits of associates {41,955) (47,363)
Impairment loss on non-trading investmenls, investment in
associates and investment properties ar 316,531 191,253
Frovision for {write back of} impairment on trade accounts
and cther receivables 3,230 {4,833
Loss on disposal and write-off of property, plant and equipment 26 7,603 1,613
Interesl income (10,0508) [5,398)
Interasi expense 37,079 36,540
Employvess’ and of service banefils 17 2,427 1,826
Cperating profit before changes [n operaling assets and liabilites 94,629 80,261
Changes in operating assets and liabililies:
Inventorias {5,361) 4,879
Trade accounts receivable, prepayments and other assets 10,587 2,523
Trade accounts payable, accruals and other liabilities 85,453 {56,247)
Cash from aperating activities 1B6 308 31,436
Interest paid {37.079) {37.261)
Gerivalive financial instrurments {42,036} {22, 706"
Employees' end of service banefits paid 17 (1,837) {2.818}
Mel cash from {used in) operating activities 105,356 {31,349}
INVESTING ACTIVITIES
Investment in associates 10 {15,105} (1.600)
Purchase of nan-trading and ather investments (62,151} {454)
Proceeds from sale of non-trading investments and other investmenis 1.479 1,126
Froceeds from sale of investment in associate - 12,784
Purchase of property, plant and equipment 12 (123.333) {54,393
lnvestment in properties 11 {150) {353
Proceeds from disposal of property, plant and equipment 19,244 4,822
Other assets {15,045) {47,364}
Dividends from associates 10 38,243 41,681
Ned cash used in investing activities (156.868) {83,741}

The aftached noles 1 to 34 form part of these consolidated fingncial statemenls,
G
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Bahrain Mumtalakat Holding Company B.5.C. (c)
CONSOLIDATED STATEMENT OF CASH FLOWS {continued)
Year ended 31 December 2011

2071 2010
Note BD ‘000 B0 1004

FINANCING ACTIVITIES

Capital contribution 14,650 400,000
Praceeds from borrowings 201,275 575,915
Repayment of borrowings (343175  (393617)
Dividend paid 10 nor-controlling interests {20,935) {16,639
Acquisilion of nan-ceniralling interests {1,321) {17,271}
Arncunt received fram non-controliing interests . 122,366
Inlerest received 4478 5,398
Margin deposits wilh brokers and other deposits {18,3548) {4,763}
Obligations relating to acquired entities {24,751) {14,089)
MNel cash {used in) from financing activities (197,138) A57,300
[DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS {248,850 542,210
Cash and cash equivalenis al beginning of lhe year 475,263 [66.947)
CASH AND CASH EQLWALEMNTS AT END OF THE YEAR 3 226 613 475,263
[ECEETEEE==————— =

The attached noles 1 to 34 form part of these consolidated financial slaterments,
7
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Bahrain Mumtalakat Holding Company B.S.C. (¢)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

1 INCORPORATION AND PRINCIPAL ACTIVITIES

Bahrain Mumtalakat Holding Company B.S.C. (o) ("the Company®), a closed Bahraini Joint Stock
Company, was incorporated in the Kingdom of Bahrain by Royal Decree number 64 of 2008 and
regislered with the Ministry of Industry and Commerce under Commercial Registration (CR) number
61579, on 29 June 2006. The Company operates as an investmenl company. The postal address of
the Company's registered office is P.O. Box 820, Marama, Kingdom of Bahrain.

The Carmpany is fuly owned by Ihe Government of the Kingdom of Bahrain {"the shareholder”) through
he Ministry of Finance. The Campany acts as the investmaent arm of the Kingdom of Bahrain.

The consolidated financial statements were authorised for issue in accordance with a resolution of the
Board of Directors on 21 June 2012.

2 BASIS OF PREPARATION

The consolidated financial slalements have heen prepared on a historical cost basis, except for
derivative financial instruments, financial assets al fair value through the statement of income and
available for sale investments, which are camied at fair value. The carnpng values of recognised assels
and liabilities that are hadged items in fair value hedges, and are otherwise carried at cost, ara adjusted
to record changes in fair values aliribuiable to risks that are heing hedged.

The consolidated financial statements are presented n Bahraini Dinars, being the functional and
presentational currency of the Company and are reunded 1o the nearest thousand (BD "000).

21 Going concarn

The Company owns 100% of Guif Alr G.S.C. {renamed Gulf Alr B.5.C.{¢) with effect from 20 February
201 2) ("Gulf Air"). As of the date of issue of the Group's consolldated financial statements the audit of
lhe financial statements of Gulf Air was still in progress due ta uncertainlies over the future funding of
Gull Air which is currently under consideration by the Gavernment of the Kingdom of Bahrain. As per the
draft Sulf Air consolidated financial statements, Gulf Air recorded a loss of BO 210,667 thousand (2010
BD 188,059 thousand) for the vear ended 31 December 2011. The current liabilities exceeded lhe
current assels by BD 124,549 thousand {2010: current assets exceeded the current liabilities by BD
138 759 thousand), and, as of Lhat date, Guif Air did not have encugh liquidity to meel its obligations to
Lthird parlies for the foreseeable futura, This gives nise 1o a material uncertainly which may cast
significant doubt on the ability of Gulf Air to continue as a going concern.

Pending a final decision by the Government of Kingdom of Bahrain on the fulure funding of Gulf Air, tha
financial statements of Guif Air have been prepared on a going concern basis and incorporated in these
consclidated financial statements of the Company.

Hawever, il the future funding refemred to sbove is not approved by the Government or is not
forthcoming in a timely manner andfor insufficient amounts, Gulf Air may be unakle to sustain ils
operations and meel its financial obligations in the normal course of its business, which in turn may hava
a material adverse effect on Ihe consolidaled financial statements of tha Company.

2.2  Stateamant of compllance

The consolidated financia! statements of Bahrain Mumtalakat Holding Company B.5.2. {2) {"the
Company™) and ils subsidiaries {together "the Group™ have been prepared in accordance with
Interrational Financial Repodting Standards {IFRS), and in conformity wilh the Bahrain Commercial
Companies Law.
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Bahrain Mumtalakat Holding Company B.5.C. (c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2011

2 EAS|S OF PREPARATION [continued]

2.3 Basis of consolidation

The consclidaled financial statemenis comprise the financial statements of the Company and ils
subsidiaries. The Company has the followling subsidiaries:

Chwnership at
31 Decembar  Dafe of effeclive
MName 2011 canirol Ackivily

Aluminium Bahrain B.S.C. 60.368% 2% June 2006 Orams and operates a
primary alumlnium smeltar
and the related
infrastructure.

Athahrain B.3.C. {&) 100% 25 November Developmeant of invesiment

2008 properies,
Awali Real Estate Company 100% 2 Soptember Developing, buying, selling
B.S.C (g} 2008 and managing invesiment
properies.

Bahrain Arport Company B.S.C. (¢} 100% 17 Januvary 2008 Managing airport facilities,
airplanes ground services,
airpor surpunding area
development &t

Bahrain Food Holding Company S.P.C. 100% 20 July 2008 [nvestmant holding
COMmpany.

Bahrain Internationsl Circuit 100% 24 June 2006 Managing, operating and

Company S P.C. renting the car racing track
in Bahrain.

Bahrain Real Estale Investment 100% 29 Jung 2008 Developing, leazing and

Company B.5.C. {c) managing imsasiment
properties.

Gulf Aviation Academy B.5.C. {¢) 100%: 22 July 2009 Providing training for airline
pilots, cabin créew and
related services.

Sulf Air Company G.5.C. 100% & May 2007 Transportation of
passengers and freight on a
schedulad and charter
basis.

Gulf Air Group Holding 100% 19 March 2008 [mvestmeant holding

Company B.5.C. [g) COmpany.
Guif Technics 100% 20 January 2010 Maintenance of aviation,
Company B.5.C. (c) equipment, fieet technical
managesmant, elc,
Falcon Group Holding 100% 2 February 2010 Investmeni helding

Company B5S.C. (c}

COMpany.

10
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Bahrain Mumtalakat Holding Company B.S.C. {c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Dacembar 2011

2 BASIS OF PREPARATION (continued}

2.3 Basis of consolidation {cantinued)
Bahrain Food Holding Company S.P.C. has the following subsidiaries:

Qwnership at
31 December  Date of effsciive
Name 2011 conirof Activily
Hawar Istand Development 1008% 27 February 2067 Developing, buying, selling,
Company B.S.C. {¢) leasing and management of
investment properties.
Tourism Project Company B.5.C. 100% 28 June 2006 Developing and managing
tourism resorts.
Bahrain Flour Mills Company B.S.C. 65.70% 28 Jure 2006 Production and sale of flour
and related products.
General Pouitry Company B.S.C. {g) 100% 29 June 2006 Fouliry farming and sale of

£9gs,

Al of the subsidiaries above are incorporated in the Kingdom of Bahrain. There was no change in the
Company's ownership in the subsidiaries during the year.

Subsidiaries are fully consclidated from the date of acquisition. being the date on which the Group
abtaing contrel, and continue 19 be consolidated until the date that such control ceases.

All material inra-group balances and transactions, including material unrealised gains and logsses on
trangackons, betweasn Group companisas havé bean eliminated on copsaolidation.

The financial slalements of the subsidianes are prepared for the same reporting penod as the parent
company using consistenl accounling policies.

Non-controlling interests represent the portion of profit or loss and net assets not held by the Group and
are presented separately in the consolidated statement of income, consolidated statement of
cormprehensive income and within equity in the conzolidated stalemeni of financial pozsition, separalely
from the parent shargholder's equily. Losses within a subsidiary are altributed to the non-conlralling
interesl even if that results in a deficit balance. A change in the ownership interest of a subsidiary,
without loss of confrol, is accounted for as an equity transaction. If the Group loses control over a
subsidiary, it

- Derecognizes the assels (including goodwill) and liabiliies of the subsidiary

- Derecognises the ¢arrying amount of any non-contralling interast

- Derecognises the comulative fransiation differences, recorded in equity

- Recognises the fair value of the consideration received

- Recognises the fair value of any investment retained

- Recognizes any surplus or deficit in statement of income

- Reclassifies the parent's share of components previously recognised in other comprehensive
income to profit or loss of retained earnings, as sppropriate

11
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Bahrain Mumtalakat Helding Company B.5.C. {c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decembar 2011

2 BASIS OF PREPARATION jcontinued)
2.4  Significant accounting policies

Changas in accounting policies
The accounting policies adopted by the Group are cansistent with those of the previous financial year
except thal the Group has adopted the following new and amended IFRS.

AS 24 Refaled Party Disclosures (Armendrment)

The IASB has Issued an amendment to [AS 24 that clarifies Lhe identification of related party
relationships, parliculary in relation to significant influence or joint control. Tha new definitions
emphasize a symmelrical view on related party relationships as well a5 clarifying in which circumstances
persons and key management personnel affect refated party relationships of an entity. Secondly, the
amendment inroduces an exemption from the general related party disclosure requirements for
transactions with a governmert and entities that are controlled, joinlly comtrolled or significantly
influenrced by the same government as lhe reporting entity. The adoption of the amendment did not
have any impact on the financial statements of the Group.

{48 32 Einancial Instruments: Prasentation {(dmsndment)

The amendment alters the definition of a financial liability in 1AS 32 to enable enlities to classify rights
issues and cerain oplions or warranls as equity instruments. The amandmant is applicable if the rights
are given prorat 1o all of the existing owners of the same class of an entity's non-derivative equity
instruments, to acquire & fixed number of the entity's own equily instruments for a fiked amount in any
currgncy. Tha amendment has had no effect on the financial position or performance of the Group as
the Company has not issued thase types of instruments,

(RS 7 Financial instrumenis: Disclosures (Amendment)
These amendments inlroduced new disclosure requirements for ransfers of finangial assets, including
disclosures for;

- financial assets that are not derecegnised in their entirety; and

- firancial asssts that are derecognized in their entirety but for which the antily retains conlinuing
involvament,

The amendment has had no effect on the disclosures made by the Group as the Group has not issued
these types of instruments.

imerovernents o IFRSe

In May 2010 the IASE issyed it third aminibus of amendmenls to its standards, primarily with a view to
remaving inconsistencies and clarifying wording. There are separale transltional provisions for each
standard. The adoplion of the following amendments resulted in changes to atcounting palicies, but did
not have any impacl on the financial pesition or performance of the Group.

- IFR3 3 Busingss Cormbinations: The measurement oplions available for non-conirglling interest
{NCI1) have been amended. Only components of NCI that constitute a present cwnership interest
that enlifles their holder to 2 proporlionats share of the antitys net assels in the evenl of
liguidation rmust be measured al eilher fair value or at b presenl ownership instruments’
proporticnate share of the acquiree's identifiable net assets. All olher componants are 1o be
measured at Iheir acquisition date fair value.

- RS 7 Financial Insiruments - Disclosures : An amendment was inlroduced to simplify the
disclosures provided, by reducing the volume of disclosures around collaleral held and improving
dizclasuras by requiting qualitative information 10 put the quantitative information in context.
Cther amendments added an explicil staternent that qualitative disclosures should be made in
the context of the quantitative disclosures to betler enable users to evaluale an enlity's exposure
to risks arising from financial inslruments.

12
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Bahrain Mumtalakat Holding Company B.5.C. {c)

NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continued}
2.4  Significant accounling pollcies {continued)

Changes in accounting policies (continued}
Improvemsnts to IFRSs (continued)
- 1AS {1 Presenistion of Financial Slaternenis: The amendment clarifies that an analysis of each
component of other comprehensive income may be presented either in the statement of changes
in equily o in the noles to the financial slatemants.

Other amandments resulling from Improvements to IFRSs to the following slandards did nol have any
impact on the ascounting policies, financial position o parformance of the Group:

- IFRS 3 Business Combinations {Contingent consideration arising from business combination
prior to adoption of IFRS 3 {as ravised in 2008},

- IFRS 3 Businezs Combinations (Un-rapleced and volunterily repfaced share-based payment
award),

- JAS 27 Consolidated and Separate Financial Statemeanis;
- JAS 34 Inferi Financial Staternents; and
- IFRIC 19 Extinguishing Financial Liabifiifes with Equily Inslrurmsngs.

Mew standards and interpretations issued but not yet effactive

Standards issued but not vet effective up 1o the date of issuance of the Growp's financial statements are
listed betow. This listing is of standards and interpretations issued, which the Group reasonably expects
to be applicable at a future date. The Group intends to adopt those standards (where applicable) when
they bacome effactiva:

IAS 1 Presentation of Financial Statemenis

The amendments becomes effective Tor annual perinds beginning on or after 1 July 2012 and require
that an entily present separately, the items of other comprehensive income that wauld be reclassified (o
recycled) to profit or loss in the future if certain conditions are met (for example, upon derasognilion o
sotfament), from those that would never be reclassified to profil or foss. The amendment affects
presentalion only, therefore, will have ng impact on the Group's financial position or performance.

IAS 19 Employee Benefils

The |ASE has issued numerous amendments to 1AS 19, which ara effeclive for annual periods
teginning on of afier 1 Jaruary 2013, These include the slimination of the corridor approach and
recognising all actuarial gains and losses in the other comprehensive income as they occur; immediale
recognition of all past service costs; and replacement of interest cost and expected return on plan
assets with 3 nat interest amount that is caleulaled by applying Lhe discount rate to Ihe nat defined
benefit liabllity (asset);, and certain clarifications and re-wording. The Group is currently assessing the
full impact of these amendments.

IFRS 9 Financial Instruments
IFRS 9 as issued reflects the first phase of the IASB's work on the replacement of 1AS 3% and applies to
classification and measurement of financial assets and financial liabilities as defined in 1AS 39

Il replaces he parls of 1AS 35 that relate 10 the classification and mezzuremenl of financial instruments.
IFRS 9 requires financial assets to be classified into two measurement categoeries: thosa measured as
al fair value and those measured al amorised cost. The detarmination is made at initial recognition. The
classification depends on the enlity's business model for managing its financia! instruments and the
contractual cash flow characteristics of the instrument.

13
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Bahrain Mumtalakat Holding Company B.S.C. (c)

NOQTES TC THE CONSOLIDATED FINANCIAL STATEMENTS
31 Dacaember 2011

2 BASIS OF PREPARATION (continued)
24 Significant accounting policies (continued]

New standards and interpretations issued but not yet effective (continuad}

IFRS 2 Financial Instruments {continted)

For financia! liabilities, the standard retaing most of the 1AS 39 requiremenis. The main change is that, in
cases where the fair value oplion is taken for financial liabilities, the part of a fair value change due toan
entity’s own credit risk is recorded in other comprehensive income rather than the consolidated
staternent of income, unless this creates an acoounting mismatch.

It also includes those paragraphs of 1AS 39 dealing wilth how o measure fair value and accounting for
derivatives embedded in a contract that contains a host that is not a financial asset, as well as tha
requirements of IFRIC 9 Reasssssment of Embedded Daerivatives .

The |ASE issued amendments to IRFS 9 that defer the mandatory effective date from 1 January 2013 to
1 January 2015 wilh gary applicalion continuing to be parmitted. In subsequent phases, the IASE will
address hedge accounting and Impairment of financial assets.

The Group will quantify the effect of adopbion of this Standard, in conjunction with 1he other phases,
when issued, 1o present a compreheansive picture.

fFRS 10 Consolidated Financial Staternonts

IFRS 10 introduces & new approach (o determining which investees should be consdlidated and
provides a single consolidation model that identifies contral as the basis for consolidation for all types of
entilies

An investor controls an investee when:
- itis exposed or has righls o variable returns from its involvement with that investes;
- it has the ability 1o affect those returns through its power gver that investes; and
- there is a link betwaen power and returns.

Control is re-assassed a5 facts and circumstances change.

IFRS 10 replaces 145 27 Consolidated and Separate Financial Statements and 51C-12 Consolidation -
Special Purpose Enlities. The Group is currently assessing the full impact of this new standard,

IFRS 11 Jolnt Arrangements
IFRS 11 establishes principles for the finangial reporling by parties 1o 2 joint arrangement and improves
on 1AS 31 by establishing principles that are applicable to the accounling for all joinl arrangements.

IFRS 11 classifies joint arangaments inlo two types - joint operations and joint venlures; and defines
|pint contrdl as the contractually agreed sharing of control of an arangemenl, which exists only when
decisions about the relevant activiies (ie. activities that significantly affect the returns of the
arrangement) require the unanimous consent of the parties sharing control.

IFRS 11 supersedes A5 31 Intarests in Joint VYentures and SIC-13 Jointly Contrelled Entilies — Non-
monetary Contribulions by Venlurers. The Group does not expect this standard to have a significant
impact on tha Group's financial position or parformance.

IFRS 12 Disclosure of interesis in Other Entities

IFRS 12 combines, enhances and replaces the disciosure requirements for subsidiaries, joint
arrangements, associales and unconsolidated structured entilies. As @ consequence of these new
IFRSs, tha 1ASB also issued amendad and retitled 1AS 27 Separate Financial Statements and 1AS 28
Investmants in Associates and Joint Venlures,

14
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Bahrain Mumtalakat Holding Company B.S.C. (¢}

NOTES TO THE CONSGLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continued)
2.4 Significant accounting policles (continued)

New standarde and interpretations issued but not yet effective {continued)
IFRS 12 Disclosure of Interasts in Other Entities {continued)
IFRS 12 aims lo provide infarmation 1o enable users o avaluals:
= the nature of, and risks asgociated with, an enlity's interesls in ather entities; and
- the effect of those interests on the entity's financial pesition, financial perfermance and cash
flows.

IFRS 12 iz effective for annual perlods beglnning on or after 1 Janwary 2013 and earlier application is
permitted. The Group is currently assessing the full impact of this mew starkard,

IFRS 13 Fair value measurament

IFRE 13 replaces the fair value measurement guidance contained in individual |[FRSs with & single
source of fair value measurement guidance. It defines fair value, establishes a framework for measuring
fair value and sets qut disclosura requirements for fair value measiuramenls. It explains how to measure
fair value when it i3 requirsd or permitted by olhey IFRSs. IFRS 13 does not exterid the use of Tair value
accounting but provide guidance on how it should be applied where its use is already required or
permitted by other siandards within IFRSs.

IFRS 13 is effective for annual periods beginning on o afler 1 January 2013 and earlier application is
parmilted. The Group is currenty assessing the full impacet of this new standard.

IAS 27 Separate Financial Statements {as rovisod fn 2011}

&S 27 {2011} supersedes WS 27 (2008). As a consequence of the new IFRS 10 and IFRS 12
aforementionad, 1AS 27 (2011) carries forward the exisling accounting and disclosure requirements for
separate financial statements, with some minor clarificalions,

IAS 27 (2011} is effective for annual peripds beginning on or after 1 January 2013 and earlier application
is permitted. The Company does net present separate financial statemants.

IAS 28 Investments in Assoclates and Joint Venturas Separate Financial Statermants (as revised
in 2011)

|AS 28 (2011) supersedes [AS 28 (2008). As a consequence of the new IFRS 11 and IFRS 12 {refer
above), 1AS 28 has been renamed JIAS 28 investiments In Associales and Jeoint Ventures, and describes
the application of the equity method to investments in joinl ventures in addilion 1o associalas.

|AS 28 (2011} is affective for annual peviods beginning on or after 1 January 2013 and aariier applicalion
is permitted. The amendments will have no impact on the Group's financial position or performance.

Cash and cash eguivalents

For the purpose of the consolidated stalement of cash flows, cash and cash equivalents comprise of
cash in hand, bank balances, reasury bills, deposits held at call wilh banks and other short-term
deposits wilh an original maturity of three months o less, net of outstanding overdrafls,

Derivative financial instruments and hedging

The Group uses derivative financial inslruments such as forward and future aluminium metal contracts
and aluminium metal options to hedge its risk associaled wilh aluminivrm price fluctuations, and oplion
contracts to hedge against fuel costs. The Group also uses forward foreigh axchange conlracts and
interest rate collars and swaps o hedge its risks associaled with inlerest rate and foreign currency
fluctuations, Such derivative financial instruments are inilially recognised at fair value on the date an
which a derivalive coniract is enterad into and are subsequently remeasured at fair value. Derivatives
are carried as assets when the fair value is positive and as liabilities when the fair value is negative.
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Bahrain Mumtalakat Holding Company B.S.C. (¢)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREFPARATION {continuad)
2.4  Significant accounting policies (continuad)

Derivat|ve financial instruments and hedging (continued)

The recognilion of changes in the fair values of denivalive financgial instruments enterad inlo for hedging
purposes i datermined by Lhe nature of the hedging relationship. For the purposes of hedge
acoountirg, derivative finandcial instrumenls are degsignated as a hedge of sither;

il the changes in fair value of a recognised asset or liabllily (fair value hedge); or

i} the fulure cash flows altrbulable 10 a recognised asset or liability ar an unrecognised firm
commitment [cash flow hedge).

The Group's criteria for a derivative financial ingtrument to be accounted for s a hedge inglude:

- at the inceplion of the hedga Lhere ig formal documentation of the hedging relaticnship and the
enlerprise’s sk management objective and strategy for undertaking the hedge. That
documentation should inciude identification of the hedging instrument, the related hedged item ar
transaction, the nature of ihe risk beirg hedged, and how 1he enterprise will assess the hedging
instrument’s effectiveness in offsalting the exposure to changes in the hedged item's fair value or
the hadged ransaction's cash flows that is atinibutable to 1he hedoed risk;

- the hedge iz expected to be highly effective in achisving offsetting charges in fair value or cash
flows atfributable to the hedged risk, consislent with the originally documented risk management
sirategy for that particular hedging relationship;

- for cash flow hedpes, a forecasted transaction that is the subject of the hedge must be highily
probable and must present an exposure to varalions in cash flows that could ulimalely affect
reported profit or loss;

- the effectiveness of the hedge can be reliably measurad, that iz, the fair value or cash flows of
the hedged ilem and the fair value of the hedging instrument can be refiably measured; and

- the hedge must be assessed on an ongoing basis and determined to have aclually been highly
effective throughout the financial reporting period.

Changes in fair values of denivative financial ingtruments thal are designated, and qualify as cash flow
hedges and prove 10 be highly effective in relalion 10 the hedged risk, are recognised in olher
comprehensive income. Unrealised gains or losses on any ineffective portion of cash flow hedging
transaclions are recognised in the consdlidated statement of incoma.

When a hedging instrument expiras or is sold, or when a hedge no longar meels the criteria for hedge
aceounling, any cumulative gain or loss existing in 'cther reserves’ at that time remains in shareholders
equity and is recognised when the forecast transaction is ullimalely recognised in the consolidated
siatement of income. When a forecast ransaction is 0o longer expected 1o occur, the cumulative gain or
loss that was reported in "other reserves' is immediatedy transfemed to the consolidated stalernsnt of
inGsorme,

Changes in the fair value of any derivative instruments that do not qualify for hedge accounting and are
classified as held for trading, are immediately recognised in the consalidatad staternant of incoma,

Invastments and othar financial assats

Financial assats within the scope of 1AS 38 are classified as financial assels at fair value through the
slatement of income, recaivables, held 10 maturity investments, or available for sale financial assets, as
appropriata, When financial assets are recognised inilially, they are measured at fair value, plus, in the
case of invesiments not at fair value through statement of income, directly attributable transaction costs.

16
F-155



Bahrain Mumtalakat Holding Company B.S.C. (¢}

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
21 December 2011

2 BASIS OF PREPARATION jcontinued)
2.4 Significant aceounting policies (continued)

Investments and other financiat assets (centinued)
The Group determines the classification of its financial assets on initial recognition and, where altowed
and appropriate, re-evaluates this designation at essch financial year end.

All regular way purchases and sales of financial assels are recognised on the trade date, which is the
date that the Group commits Lo purchase the asset. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the perfod generally established by
regutation or sorvention in the marketplace.

Finangcial assels carried af fair value frough statement of income

Financial assels carried al fair value through statement of income raprasent financial assets designated
upan initial recogrition at fair value threugh statement of income, These assats are part of a group of
financial assets which are managed and their performance is evaluated on & far value basis, n
accordance with a documented risk management or investment stralegy.

Financial assets al fair value through staterent of income are recorded in the consclidated slalement of
financial posHion at fair value. Changes in faic value are recorded in gain or loss on inveslmenis carried
at fair value through consclidated statement of income.

Loans and recaivables

Loans and receivables are non-derivative financial assets wilh fixed or determinable payments that are
not quoled in an active market. Such financial assels are camed at amortlsed cost using the effeclive
interest rate method, less impairment. Gains and losses are recognised in the consolidated statement of
income when the loans and receivables are derecognised or impaired, as well as through the
amortisalion process.

Non-lrading investimenis
These are classfied as follows:

- Held to malurity
- Available-for-sale

Held to maturily invesimants

Invesimentzs wilh fixed or daterminable payments and fixed maturities are classfied as held to maturity
when the Group has the positive intention and ability to hold b maturity, Afler initial measurement held
to maturity investments are measured at amortised cost using the effeclive interest method, less
impairment. The calculation takes into accounl any premium or dizcount on acquisiion and includes
transaction costs and fees thal are an integral part of lhe effeclive inlerest rale. Gains and losses are
recognised in the consolidated slatement of income when Lha invesiments are derecognised or
impaired, as well as through the amostisation process.
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Bahrain Mumtalakat Heolding Company B.S.C. (c)

NOTES TO THE CONSCLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continued)
24  Significant accounting pollcles (continued)

Investmants and other financial agsets (continued)

Avaiabie-for-sale investmends

Available-for-sale investments are those non-derivative financial assels that are designated as available-
for-sale o are not classified in any of the preceding categories. After initial measurement, available-for-
sale financial assels are measured at fair value with unrealised gains or losses being recognised in
ather comprehensive incoma as cumulalive changes in fair values. Investments whosea fair value cannot
be reliably measured are carried at ¢ost less impaiment lgsses, if any. When the investment is
disposed of or derecognised or is impalred, the cumulative galn or lgss praviously recorded in other
comprehensive income is recognised in the consclidated statement of income. Interest eamed or paid
on the investments is reporied as interest income or axpense using the effective intérest rate. Dividends
earned on investments are recognised in the consolidated statement of income as ‘dividend income’
whan the right o receive the payment has been established. Losses arising from impaiment of such
investments are transferred fram other comprehensive Income to the consolidated stalemenl of income
and recognised as impairment lossas’,

Fair values
For finangial instruments raded in an active markel, fair value is delermined by reference to quoted
market bid prices for assets and quoted marked offer grices for liabilites.

- For investmaeants where there is no active market, fair valug iz dalermingd using valuation
techniques. Such techniques include using recent arm's length market lransactions, reference 1o
the current market value of ancther instrument which is substantially tha same; discounted cash
flow analysis or oiher valuation models,

- Dervatives which are net traded in an active market such as commodity options, inlarest rate
collars and swaps elc. are determined by valuation techniques cared out by counterpartias.

- Forward foreign axchange contracts are determined using forward exchange market rates at the
statement of financial posilion date wilh the same maturity.

Impairment and uncollectability of financlal assets
The Group assesses at each statemerd of financial position date whelher a financial azset or group of
financial assets is impaired.

Aszsets carried at amorlisad cost

If there is objective evidence thal an impairment 1055 on assets carried at amortised cost has incurred,
tha amount of the loss is measured as the difference between the assel's carrving amount and the
present value of astimated future cash flows discounted at the financial asset's original effective interest
rate. The carrying amounl of the invesiment is reduced through the use of an allowance account and
the amount of Ihe loss is recognized in the consalidated siatement of income.

If, in 2 subsequent peried, the amount of the impaiment loss decreases and the dacrease can be
relaled objectively to an event ogourring afler the impairment was recognised, the previously recognised
impairment loss is reversed, to tha extent that lhe carmying value of Ihe investment does not exceed its
amortized cosl at the reversal dale. Any subsequent reversal of an impairment loss is recognised in
consolidated stalement of income.

Trade accounts racaivable
A provision for impairment is made when lhere is objective evidence (such as the probability of
insolvency or significant financial difficullies of the debtor) that the Group will not be able to collact all of
the amounts due under the original terms of the invoice. The carnying amount of the receivable is
reduced through the use of an allowance account. Impaired recaivables are wntten off when thay are
asseszed as uncollectabls,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION (contlnued)

24  Significant accounting policies {(continued)

Impairment and uncollactabilily of financial assets [continued)

Available-for-gale-investments

For avallable-for-sale investments, the Group assess at each statement of financial position date
whelher there is objective evidence that an investmenl is impaired. In case of equity investments,
classified as available for sale, objecliva evidence include a "significard or prolonged’ decline in the fair
valug of the investmenl below its cast. 'Sigrificant’ is evaluated apainsl the original cost of the
investment and "prolonged” against the period in which the fair valua has been below its original cost.

[F an available-for-sale-investimant is impaired, an amount comprisingg the difference between its cosl
{net of any psincipal payment and amertisation) and its current fair value, iess any impairment loss
previously recognised in consolidaled statement of income, is transferred from olher comprehensive
income o the consolidaled statement of income. Reversals in respect of equity instruments classified as
available-for-sale-are not recognised in the consolidated stalement of income. Reversals of impairment
losses on debt instruments are reversed through the consolidated statement of incore, if the Increase
in fair value of the instrument can be objectively related to an event ocowring after the impaiment foss
was recognised in the consolidaled statemeni of income.

Aszzets held for sale f distribution

Assets hald for sale ! distribution comprise of assets which are expected to be sold / distributed within
twelve months from the dale of the statement of finaneial posilion and are measured at tha lower of thair
cartying amount and fair value less costs to sell or distrbute,

Inventories
Invenlonies are stated al the lower of ¢ogl and nel realizable valua. Costs are those expenses incurred
ire bringing each product to its present location and condition,

Met realisable value is based on estimated selling price, less any further cosis expected to be incurred
on complation and disposal.

Where necessary, an impairment provision is made for chsolete, slow moving and defective items.

Invastrant in associates

The Group's investment in its associates is accounted for using the equity mathod of accounting. An
associate is an enlity in which the Group has significant influence normally comprising an interest of
20% - 50% In the voting capital and which is neilher 3 subsidlary nor a joint vantura.

Urnder the equity methad, the investment in the associate is carried in the statement of financial position
al cost plus post acquisition changes in the Group's share of net assets of the associate, Goodwill
relating to the associate is included in the camying amount of the investment and /s not amortised. The
consclidated statement of income reflects the share of the resulls of operations of the associate.
Where there has besn a change recognised directly in the other comprehensive income of the
associate, the Group recognises its share of any changes and discloses this, when applicablg, in the
statement of comprehensive income. Profils and losses resulling from transachions between the Group
and the associate are siminatad to the extent of the inlerest in the assodiate.

Gains or losses on partial disposal of interest that does nol result in & loss of significant influence on
associates is recognised in the consolidated stalemenl of income and a propertionate amount of gain or
loss previously recognised in gther comprehensive income is reclassified to the consolidated statement
of income.
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Bahrain Mumtalakat Holding Company B.S.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continuad)
2.4  Significant accounting pelicies (continued)

investment in associates (continued)

Upon loss of significant Influence over the associate, the Group measures and recognises any retaining
investment &l its fair value. Any difference between the carying amount of the associate upon loss of
significant influence and the fair value of the retaining investiment and proceeds from disposal is
recognised in consolidated statement of Incomss.

The financial slatemants of the associales are prepared for the zame reporting pericd as the Company,

Invastment propertios

Property that is held to earn fong tern rentals or for capital appreciation or both, and hal is not occupied
by any member of the Group is clazsified as investment propeady. Invesiment properties comprise land
and buildings. mnvestmeant properdies are initially measured al cost, including ransaction costs.

After initial recognition, the investment properties are measured at cost less accumulaled deprecigtion
and any accumulated impairment, losses. Depreciation is celculated on a siraight line basis over the
estimated useful livas of 20 vears. No dapraciation is provided on freehold land.

Subsequent expendilure is capialised to the asset's carnying ameount anly when it is probable that future
economic benefits associaled with the expendilure will flow to the Group and the cosl of tha item can be
measured reliably. Al olher expenses are included in the consclidated statement of income when
incurred.

Investment property under construction is treated as investrmen property based on 1AS 40 (revised).

Investment propertias are derscogrised when sither they have bean disposed of or whan the invesiment
poperty is permanently withdrawn from use and no future economic benefit is expected from its
disposal. Any gains or losses on the relirement ar disposal of an investment properly are recognised in
lhe consolidated stalement of income in the year of ratirement or disposal.

Property, plant and equipment, and depreciation
Property, plant ard equipment is staled al cost less accumulated depreciation and accumulated
impairment losses. Land and assels in the process of completion are nol dapreciated,

Cost includes all cosls directhy attributable to bringing the assel to working condition for its intended use.

Depreciation is calculated on a siraight line basis over the estimated usefu! lives of property, plant and
equipmment as follows;

Usaful lives

fyears}

Buildings and leasehold improvemenis 25-35
Aircraft 5-18
Filant, machinery and equipmeant 3-2h
Motor vehicles 5
Furniture and office equipment 5

lLeased aircraft angd components sre recorded by the Group ag per ihe terms of the underying lease
agreaments as operaling leases.

Freshold land is not depreciated as itis deemed to have an indefinile life.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continuad)
2.4 Significant accounting pelicles (continued)

Preperty, plant and equipmant, and depraciation [continued)
Assets in the process of completion are Iransferred to property, plant and equipment when the asset is
ready o be put into commercial use,

Excapt for owned aircraft, where the cost of aircrafl is idenlified by the Group into the estimated values
of the major componenls and embedded maintenance costs, expendilure incurrad to replace a
component of an item of property, plant and equipment that is accounted for separately is capitalised
and the camying amount of the component that is replaced is written off. Other subsequent expenditure
i% capitalised only when it increases the future aconomic boanefits of the related item of proparty, plani
and equipment. All other maintenance expenditure is recognised in the consolidated statement of
income as e expense is inclrad,

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is
measurad as the aggregate of Ihe consideration ransferred, measured al scquisition date fair value and
the amount of any non-controlling interast in the acquires. For each business combination, the acquirer
measures the non-conirolling inlerest in the acquiree either at fair value or at the proportionate share of
tha acquiree's identifiable net assels. Acquisiion costs incurred are expensed and included in
administralive expanses.

When the Group acquirgs a busingss, it assessas tha inancial assets and financial liakilities assumed
for approprizle classification and designation in accordance with the contractual terms, economic
circumstances and pertinent conditions as at the acquisiton data. This includes the separation of
embedded derivatives in host conlracts by the acguiree.

If the business combinallon is achleved in stages, the acquisilion date fair value of the acquirer's
praviously held equity interest in the acquiree is remeasured to fair value at the acquisilion date through
consolidated statement of income.

Goodwill is initially measured at cost being the excess of the aggregata of the consideration transferred
and the amount recognised for non-controlling interest over the net identifiable assets acquired and
liakilites assumed. If this consideration is lower lhan the fair value of the net assels of the subsidiary
acquired, Lhe difference is recognised in consolidated statement of income,

After initial recognition, goodwill is measured at cosl less any accumulated impaimment losses. For the
purpose of impairment testing, goodwill acquired in a busingss combination is, from the acquisition date,
allocated o each of the Group's cash-generating units that are expected lo benefit from the
combirsation, imespective of whether other assels or liabilities of the acquiree are assigned to those
units.

Where goodwill forms part of a cash-generaling unit and part of the operalion wilhin that unit is disposed
of, the goodwill assocciated with the operation disposed of is included in the carmying amount of the
operalion when determining the gain or loss on disposal of lhe operation, Goodwill disposed of in this
gircumstance is measured based on the relative values of the operation disposed of and the portion of
the cash-generating unit retained.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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2 BASIS OF PREPARATION {continuad}
24 Significant accounting palicies (continued)

Impairment of non-financial assets

The Group assesses at each reporling date whether there is any indication that an asset may be
impaired. If any such indication exisls, or when annual impairment testing for an asset is required, the
Group aslimates the assal's recoverable amounl. An asset’s recoverable amount is the higher of an
asset’s or cash-genearating unit's fair value legs costs to sell and ils value inuse and is determined for an
individual asset, unless tha asset does not generate cash inflows that are largely independent of those
from other assets or groups of assets, Where the carmying amount of an assel exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted o their present value using a discount rate
lhat raflects current market assessments of tha time valkle of money and Ihe risks specific ko the asset,
In determining fair value lass costs to sell, an appropnate valualion model is used.

For assels exciuding goodwill, an assessment is made al each reporting date as to whether there is any
indication that previously recognized impairment losses may no longer exist of may have decreased. If
such indication exists, the Group makes an estimate of recoverable amount. A previously recognised
impairment loss is reversed only if there has bean a change in the esiimates used ko determina tha
@sset’s recoverable amount sinca ihe last impaiment l0ss was recognised. K that is the case the
carrying amount of the asset is increased to il recoverable amount. That increased amount cannot
exceed the carrying amount that would have been determined, net of depreciation, had no impairment
logs been recognised for the asset in prior years. Such reversal is recognised in the consolidated
slatement of income unless the asset is camed at revalued amounl, in which caze the reversal ig
treated as a revaluation increase.

The fallowing criteria are 2lso appliad in assessing impairment of specific assets:

FProperty, plart and equipmernt

The carrying values of property, plant and equipment are reviewed for impairment when events of
changes in circumstances indicate the carrying valua may not be recoverable at the statement of
financigl position data, For the aircrafl, the Group assesses impairment on the basis of indapendent
external valuations,

Gooowill

The Group assesses whether there are any indicators Lhat goodwill is impaired at each reporting date.
Goodwill is tested for impairment annually and when circurmstances indicate Lhat the carrying value may
be impaired.

Impairment is determingd for goodwill by assessing the recoverable amount of the cash-generaling
units, ko which the goodwill relales. Where the recoverable amount of the cash-generating units is less
than their carrying ampunl, an impairment loss is recognised. Impairment losses refating to goodwill
cannot be reversed in futura periods. Tha Group perdorms its annual impairment test of goedwill as at 34
December.

Associafes

After application of the equity meathod, the Group delermines whether it is necessary 10 recognise an
additional impairment loss of the Group's investment in its associates. The Group determines at each
statement of financial position date whelher there is any objective evidence that the investment in
aszociate is impaired. I this is the case the Group calculates the amount of impairment as being the
difference between the recoverable amount and the carrying value of the associate and recognises tha
amounl in the consolidated statement of income.
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2 BASIS OF PREPARATION {continuod}
2.4  Significant accounting policies {continuad)

Financial llabilitles
Chbligations relating to acquired entities are assessed at each period end and adjusted accordingly.

Borrowings
Borrowings are recognised initially at the fair value of the consideration received lass directly attributable
lransaction costs. Subsequent to inilial recognition, borrowings are camied at amortised cost.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an inlegral part of the effective yield.

Interast is charged as an expense based on effective yield, with unpaid amounts included in "accrued
axpenses”,

Trada accounts payable and accruals
Liahilitias are recognised for amounts to ke paid in the future for goods or senvices received, whether
billed by the supplier or ngt.

Darecegnition of financial assets and financial liahilities
Financial assels
A finagncial asset (in whole or in part) is derecognised where:

- the right to receive cash flows from the asset has expired,;

- the Group has transferred is righls to cash flows from an asset and sither (&) bas ransfered
substantially all the risks and rewards of ownership or {k) when it has neither transferred or
retlained subsiantlally all the rasks and rewards and when it no longer has contrd over the
financlzl asset, but has lransferred contral of the assel.

Financial liabililies
A financial liability is derecognised when 1he obligalion under Lhe liakility is discharged or cancelled or
expires.

Offsetting of financial instruments

Financial agsets and financial labililies are offset and the nel amount is reported in the consclidated
statement of financial position if, and anly if, there is a currenily enforceable legal right ta offsat the
recognised amounts and there is an intention t¢ setfle on a net basis, or 1o realise the assets amd sattle
the labilities simullaneocisy.

Employae benefits

End of service banelits

The expalriate employees of the Group are paid an end of service indemnity, which represenis a
defined henefil plan in accordance wilh the provisions of the labour [aw in their respective countries of
emplayment. This hability, which is not funded, 15 provided for on the basis of the notional amount
payable based on accrued service as at the statement of financial position date.

Olher banefits
Employees’ other benefits such as housing, annual leave, air passage and other short-term benefits are
recoqnized as thay accrue 1o the amplovess.

Bahraind nationals

For Bahraini nationals, the Group makes contributions to the Social Insurance Qrganisation (S10)
Scheme. This ig a funded defined contribulion scheme and the Group's contribulions arg charged 1o the
consolidated slatermnent of income in the year to which they relate, The Group's obligations are limited to
the amounts contributed ig the Scheme.

23
F-162



Bahrain Mumtalakat Holding Company B.S.C. (c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

2 BASIS OF PREPARATION {continued)
2.4 Significant accounting policles (continued)

Pravisions

Provisions are recognised when the Group has a present obligation (lega! or constructive) as a result of
a past event, it is probable that an outliow of resources ambodying economic benefits will ba required to
settle the obligation and a reliable eslimate can be made of the amount of the obligation.

Leases

The delermination of whether an arangemenl is, of containg a lease is based on the substance of the
amrangement al inception date. whether fulfillment of arangement is dependant on the use of a specific
asset or assels or the arrangement conveys a right to use the assel.

Finance leases

Group as a fessea:

Finance leases, which transfer to the Group substantially all the risks and benefits incidental to
ownership of the leased tem, are capilalised at the commencement of the (ease at the fair value of the
leased asset o, if lower, at the present value of the minimum lease payments. Lease payments are
apporionsd between finance charges and reduction of the lease liability 50 as to achiave a conslant rale
of interest on the remaining balance of the liability. Finance charges are recognised in the consolidated
statement of income.

Leased asseis are depreciated ower the useful lile of the asset. However, if there is no reasonabla
cerainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over
the shorter of the estimated useful life of the asset and the lease tam.

Operating leases

Group a3 = losses;

Leases whera 2 significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operaling leases. Payments made under operaling leases are charged to the consolidated
statemant of Income on a straightline basis over the lease term,

Group as a lessor;

Assets leased out under operating leases are included in investmeni properties in the consolidated
slatement of financial position. They are depreciated over lheir expected useful lives on a basis
consistent with similar owned property, plant and equipment. Rental income {nel of any incentivas given
to lessees) is recognised on a straight-ine basis over he lease lerm,

Foraign currency translation

Transactions in foreign currencies are inilially recorded in Bahraini Dinars al the exchange rata nuling at
the date of the transaction. Monetary assets and liabilities denominated in forgign currencies are
retranslated into Bahraini Dinars at exchange rate ruling at the statement of financial position dats. All
exchange gains and losses ara taken to the consolidated statement of income, Non monetary items that
are measured in terms of historical cost in a fereign currency are translated using the exchange rates at
the date of the inilial ransactions. Naon monalary items measured at fair value in a foreign currency are
tranglated using the exchange rates at the date when Lhe fair value is determined. Any goodwill arising
o lhe acquisition of a foreign operation and any fair value adjiustments to the carrying amounts of
assets and liabililies arising on the acguisition are treated as assets and liabitiies of the foreign
operalion and translated al the closing rate.

Translation gains or logses on non-monetary available for sale ilems carried at fair value are included in
other comprehensive income as part of lhe fair value adjustment on available for sale investments,
unless part of an effective hedging strategy.
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2 BASIS OF PREPARATICN (continued)
24  Significant accounting policies (continued)

Foreign currency translation {cantinued)

The assets and liabiliies of foreign operations are translated into Bahraini Dinars at the rale of
exchange ruling at the statement of financial position date and their staterment of income items are
lranslated at lhe aversge exchange rates for the year. The exchange differences arising on the
ranslalion arg laken 1o olher comprehensive income. On dispesal of a foreign entity, the defermed
cumulative amount recogrised in olher comprehensive income relating to that parlicular foreign
oparation is recognised in the consolidated statemant of income.

HRevenua recognition

Revenua is recognised 10 1he exlent that i is probable that the economic benefils will flow to the Group
and the revenue can ba raliably measured. Revenue is measured al Lhe fair value of the consideration
received, excluding discounls.

Passengoer lickets and cargo bills
Sale of passenger tickets and cargo ainway bills are recognised as revenue when the rransportation
service is provided.

Sale of passanger lickets and cargo airway billz are injtially recordad as unearned revenue. The valus of
passenger and cargo tickets sold bul which have remained unused for more than 24 months, or are
otherwise not expected to be used based on customer usage statistics, is accounted for 8 income,

Sale of malal ard cther producis
Ravenus from tha sale of finished metal and other goods is recognised whan the significant risks and
rewards of ownership of the goods have passed lo the buyer.

Dirgrct costs
Direct costs are recognisad at the same tims as the revenue to which they relate.

Dividersd income
Revanue is recognised when the Group's right to receive the payment is established.

fnterest income
Interest income is recognised based on effective interest rates

Governmeant Qrants

The Group recognises revenue from government grants when thére is reasonable assurance Lhat the
Group will comply with the conditions altaching ta them and the granls will ba received. Govermment
grants related to income shall be recognised in profit or loss on a systematic basis over the petiods in
which the Group recoqnises as expenses, the relaled cosls for which the grants are intended to
compensala.

Borrowing costs

Borrowing costs direclly alributable to the acquisilion, construction or production of an asset that
necessanly takes a substantial period of lime ko get ready for its intended use or sale are capitalised as
part of the cost of the respective assets. All other borrowing costs are expensed in the period they
QoL

Taxes
Thera is no 1ax an corporate income in the Kingdom of Babrain,
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3 CASH AND BANK BALANCES

2011 2010
B0 voo 80 000
Cash and current accounts with banks 28,125 102,420
Call depasits 152,261 44 DBE
Tarm geposits 99,379 351,878
Cash and bank balances 259,785 498,384
Bank balances under lien and term deposits wilh an original maturity
af more than three months £32,949) {16,687)
Bank overdralls (nole 15} {203) {6.434)
Cash and cash equivalents as per the consclidated
siatement of cash flows 226,613 475 263

The majority of the cash and bank balances, and ¢all and kerm deposits are denominaled in Bahraini
Dinars and S Dollars. A5 at 31 December 2014, the effeclive interest rate on call deposits was 0.189%
{2010: 0.20%} and term deposits was 1.25% (2010 1.57%).

4 DERWATIVE FINANCIAL INSTRUMENTS

The Group has a number of derivative financial instruments comprising interest rate collars, knockout
swaps, forward foreign exchange coniracts and commodity options. The fair value of the derivative
financial instruments at lhe statement of financial position date and gains or losses for the year ended
31 Decembrer 2011 are as follows:

Gains {losses) for the year ended

_At 31 December 2011 31 Decemizer 2011
Posltive  Megativa
fair value  fair value Revaluation Realised Total
80 0G0 BD 000 BD T 8D 000 80 ‘000
Held as trading
Commadity options and futures - 56,314 T2 725 (34.511) 38,214
Interest rate cottars and
knockout swaps - 8,318 5212 {7.525) £2,313)
Forward foreign exchange
contracts - 338 947 - o997
Total - 84970 78,934 {42,038} 36,898
Gaing (losses) for the year endad
Al 31 Decomber 2010 31 Decernber 2010
Fosilive  Megative
fair value  fair vale Revaluation Realised Total

B0 000 BD 660 B0 000 B0 G0 BD 000
Heid as frading

Commodily options and fulures 2,352 131,31 11,43 (14,194} {2,763)
Interest rate collars and

knockoul swaps - 13,530 1415 (5,885} (7.270)

Forward foreign exchange
contracts - 1,335 {325) - {325}
Tatal 2,332 145 256 12,621 {22,679) {10,258}
—— ——— ————————— - ——————
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Bahrain Mumtalakat Holding Company B.S.C. {c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
a1 December 2011

4 DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The Group does nol engage in proprietary rading activilies in derivatives. However, lhe Group enters
into derivative Lransactions 10 hedge economic risks under its risk managemeni guidelines that may not
qualify for hedge accounting under 1AS 39. Consequently, gaing or 0sses resulling from the re-
measuremenl ko fair value of these derivatives are taken to the consolidaled statement of income.

Interast rate collars and kncckout swaps

The Group initially entered into an interast rate collar and knockout swag transactions for BD 565,500
thousand {US% 1,500,000 thousand) floating rale borrowings for financing certain projects of Aluminium
Bahrain B.5.C. to manage oversll financing costs. These contracls expire on 17 Febraary 2015.

The noticnal amounts outstanding as al 31 December 2011 were BD 193,438 thousand {US$H 513,097
thousand) and as at 31 December 2010 were BD 228,632 thousand (USH 608,431 thousand).

Commodity options

The Group entered into commaodity oplions to offset the premium payable on the interest rata coltar. Tha
exposure 10 the Group s that if the London Melal Exchange (LME) price of aluminium exceeds USE
1,658 (2010: USH 1,658) per metric tonne then the Group will pay the difference batween tha markel
price and the average conlracted price of USE 1,658 (2010: USF 1,658) per metric tonne for certain
tonnages of aluminium.

5 TRADE ACCOUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASSETS

2017 2010
8D 000 B0 G0

Trade accounts recaivable {net of provision for impaiment) 108,329 126 335
Other retaivables (net of write back) 34,601 27 985
Frepayments 17,668 12,757

180,588 167,680

Trade receivables of BD 48,406 thousand {2010; BD 34 420 thousand} were assigned to financial
institutions against short term borowings of BO 13,084 thousand (2010: BD 6,813 thousand) and olher
term Borrowings amounling 1o BD 35,322 thousand {2010; BD 27,607 thousand) {note 15),

Movements in the provision for Impairment of trade receivables were as follows:

2019 2010

B0 600 BO 000

Balance at beginning of the year 11,067 13,843
Frovided {wrilten back) during the vear, net 3,230 {2,533)
Amount written off during tha year (975) {243)
Balance at end of the yaar 13,422 11,067

The ageing analysis of unimpaired trade accounts receivable is as follows:

Neither past Past due but not impaired
dua nor 21— 60 &1 - 90 97 -120

Tatal  Impaired < 30 days days days days  >120 days

80 Do 80 0po an v BD 000 BD 000 BD 904 B 'Ooo

2011 108,329 100,572 1.432 1,674 Bg2 1,645 2,014

S e e @ ———— ——— —— .- - —
2010 126,935 100,726 5805 1,53 1,760 4,084 3,930
——————  — I —— =
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Bahrain Mumtalakat Holding Company B.S.C. {c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

5 TRADE ACCOUNTS RECEIVABLE, PREPAYMENTS AND OTHER ASSETS {continuod)

Unimpaired rade accounts and other receivable are axpecled, on the basis of experience, to be fully
recoveratye.

[ INVENTORIES
2011 2010
B0 000 BD 0o0
Raw materials 49,012 38116
Work in progress 52 906 48 786
Finished goods 19,751 26,084
Stova, spare parts and consumables 34,695 35,825
Goads in transit 20,257 23,061
176,621 171,852
Fravizion for impairment of inventorias {1,625) {3.021)

174,896 168,631

Movement in provision for impalmant of inventares Is as follows:

2011 2010
8D ‘o BD 00
Balance at beginning of the year 3.0 3103
Provided during the year 402 2,344
Inventonigs writlen off durirg the year (1.798} {2 426)
Balance at end of the year 1,625 3021
7 INVESTMENTS CARRIED AT FAIR VALUE THROUGH STATEMENT OF INCOME
2011 2040
BD 900 BD 000
Equities 1,612 1,746
Managed funds 60,842 614
Bonds 210 247
62,664 2,607
—_— e_—_——

Managed funds are fair valued based on MAVs provided by the fund managers.
8 ASSETS HELD FOR DISTRIBUTION

During 2013, the Group received a notification from the sharehoider 1o transfer back certain properlies
which had besn contributed by the shareholder it the past. in accordance with Lhe requirements of
IFRS 5 - Non-current Assets Held for Sale and Discontinued Operations”, the Group reclassified
properties with a carying value BD 333,673 lhousand as ‘Assets held-for-distribution” as of 31
December 2010 (nole 11} During the currenl year, the Group has recaived a nolification from the
sharshclder to ransfer back certain additional properlies with a carrying value of BD 50,455 thousand,
These properties with camrying values of BD 50,455 thousard {note 11) and BD 333,673 thousand,
totaling BD 384,128 thousand have been transferred Lo the shareholder with a carrespondding reduction
in he capital contribution (nole 19).

28
F-167



Bahrain Mumtalakat Holding Company B.8.C. (¢)
NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

9 NON-TRADING INVESTMENTS

2017 2010
Held fo Available Hald {o Available
maturity for sale Total maturity for sale Total

BO 900 a0 ‘odo 8D DX B0 008 B 000 B0 G

Quoted investments

Equities - 4,643 4,643 - 4537 4,537

Managed funds - 2,058 2,058 - 1,538 1,538
- 6,701 6,701 - 5,075 6,075

Unguoted investmants

Bonds - - - 250 - 250

Equities - 198,070 198,070 - 216014 216,014
- 198,070 198,070 250 216,014 16284
- 204,711 204,771 250 222089 222,338

Available-for-sale investments include unquoted investmeants amounting to BD 448 thousand (2010, BD
5.255 thousand} which are camied al cosl. The fair value of these securities cannot be reltably
gstimatad dus to the unpredictable natura of their fulure cash flows and Lhe lack of suilabie alternate
methods for arriving at a reliable fair value, Impainrent [osses on available-for-sale invesimants
recognised in the consolidated statement of income were BD 12 801 thousand {(2010: BD 6326
thousand} {note 27).

10 INVESTMENT IN ASSDCIATES
[t The Group has the following principal associates at 31 Decambear 2011;

2011 20490

Country of Ownership  COwrership

incorporation % ]

Bahrain Telecommurcations Company B.5.C.  Kingdom of Bahrain 36.67% 36 6T%
Duarrat Al Khaleej Al Bahrain B.S.C. (c) Kingdom of Bahrain 50% 50%
Gutf Aluminium Rolling Mill Company B.S.C. (¢} Kingdorn of Bahrain 3T.A% 37.3%
Hawar Holding Company {rohe)] Cayrman 1zlands 13.53a% 333%
MecLaren Group Limited United Kingdom 50% 42%
McLaren Autormotive Limiled United Kingdam 40.87% S0.00%
Mational Bank of Bahrain B.5.C. Kingdom of Bahrain 49% 49%

Nete : This associata owns 20% of the issued share capital of Babrain Telecommunications Company
B.S.C. The 20% shares of Bahrain Telecommunications Company B.S.C. owned by the associate is
pledaed to financial institulions as a security againsl loans obtained by the associate for the purpose of
financing 1he acquisitton of the said shares. The [oan outstanding as of 31 December 2011 was BD
113,100 thousand {UJS$ 300,000 thousand). The terms of the loan agreement require that in the event of
default in payment by the associate, the shareholders of lhe associale will be liable to repay the loan
amount, The loan is currently fully repayable on 12 January 2014,

Ciuring the year, Mclaren Automotive Limited has increased its share capital by issuing new shares to
the Company and other investors. Accordingly, the Company’s ownership has been diluled from 30% at
3 December 2040 to 40.87% at 31 December 2011, Tha dilution in ownership has been trealed as a
deemed disposal and a gain of BD 23,673 thousand (note 10 (il)) has been recognised in the
consolidated statement of income. Foreign currengy translation loss relating to the desmed disposal
amounting 10 BD 1,925 thousand has been reclassifled from other comprehensive income to the
consolidated statermend of income. The net gain of B0 21,748 thousand is included in other operating
income {notke 25,
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Bahrain Mumtalakat Holding Company B.S.C. {c)

NOTES TO THE CCNSOLIDATED FINANCIAL STATEMENTS
21 December 2011

10 INVESTMERNT IN ASSOCIATES (continuad}

(i} The movement In investment in associates during the year comprises:

2014 20710
B 0} 80 000
Balance at beginning of the year 220,901 1,092,683
Disposals during the year S {27,263)
Post zequisition share of profit 41,955 47,363
Investments made during Lhe year 15,105 1,6
Share of change in equity of associates (9,522} 3,976
Forelgn currency translation (578} {3,275)
Impairment lossas (note 27) {94,067} {151,887}
Dividends recaned (36,243} (41,691}
Gain an deemed disposal during the year 23,673 -
Other 538 (505}
Balanca at end of the year 359,762 020,201

{iii) impaiment losaaes

The Group determines at each statement of financial position date whather there is any indication of
impairment as defined in IAS 36 ‘Impairment of Assets’. Accordingly, 1he Group performed impairment
tests on certain investments in associates at 31 December 2041, In order to reasonably assess the
recovarable amouni of the associate, the Group used a number of valuation technigues including value
in use, market valuations and trading comparables which indicated a range to the enterprise value of
these associates,

Value in uga caloulations are based on cash flow projections covering an initial pericd of one vear, Cash
flows for years 2 to 4 have been delermined on the basis of management expectation of the business
taking into account tha prevailing global and GCC ecanomic conditions in general and the 1he specific
industry of tha associate in particular, Based on the impairment tests, the carmying value of perlain
assodiates emceeded the recoverable amourt and accordingly impairment losses of 80 94,067
thousand have been recognised in the conscfidated statemant of income (2010: 151,887 thousand}.

{iv) Summarised financial information

2011 2010
8D 900 BD ‘0G0
Share of the associates' statement of financial position:
Assels 1,880,919 1,785,106
Liabilities {1,397.842] {1,338.588)
Met assats A83.077 4458420
e — R TR
Share of associates' revenue and profit
2017 2018
BD 90 BD 0G0
Reverue 360,908 326,302
Profit 41,955 47,363
—— 1 woot
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Bahrain Mumtalakat Holding Company B.S.C. (c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31 December 2011
10 INVESTMENT IN ASSOCIATES [continued)

(v)

Fair valuaes

Mational Bank of Bahrain B.5.C. and Bahrain Telecommunicalions Company B.5.C. ara listed on the
Bahrain Bourse. The fair values based on quoted prices at 31 December 2011 werg BD 240,908
thouzand (2010 BD 236,235 thousand} and BD 206976 thousand (2010: BD 269,280 thousand)

respactively.

Ll INVESTMENT PROPERTIES

Cosl;
Balance 211 January 2011 {net of impairment losses)
Additions
Transfer o assets held for distribution
FProvided for the year 2011 {note 27}

At 31 Dacember 2011

Depraciation:
Balance at 1 January 2011
Charge for the year

At 31 bacombaear 2011

Mel carrying amount:
At 31 December 2011

Cost:
Balance at 1 January 2010
Addilions
Properties coatributed by shareholder (note 19}
Transfer to assets held for distribution
Provided for ithe year 2010 [note 27)

At 31 December 2010
Oeprecizlion:

Balance at 1 January 2010
Charge for the year

At 31 December 2010

Met carrying amount:
At 31 December 2010

Freehofd fand Buildings Total
BO 400 B0 000 B0 ‘000
470,605 3,109 473,714

- 150 150
{50,455} - (50,455}
{207,938} {1,725) (208 BE3)

212,212 1,534 213,745

- 80 80

- Fi= 78

- 158 158

22,212 1,376 213,588

[-————————————

Freehold lang Buifdings Total
B0 G0 80 000 B0 000
816,726 43 817,157

- 353 353

20,582 2,325 297
{333 B673) - (333,573)
(32,0400 - {33,040)

470,605 3,109 473,714

- 18 18

- 62 62

- 80 a0

470,805 3029 473,62

—_——— =  ©u5 } I evo———
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Bahrain Mumtalakat Holding Company B.S.C. {c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

1 INVESTMENT PROPERTIES {continued)

The Group has performed impairment assessments of the investment properlies by using the services
of independent external valuers. The approaches followed by independent external waluers are
summrised below,

- Vacant land: measured hased on residual melhod where there is potential economic
development or recent comparable transaction prices

- Ground lease land: messured by taking inlo account the patential fulure income, as per lease
agreements in place and the value of the aszet to the Group on expiry of the leaze. The income
has bean discountad to present valua,

The value of the property to the Group on expiry of the lease lerm has been assessed either
assuming that the property would be in a fit state to generate rental incomea in which case a
capitat future income method is used or the property would ba considered as a redevelopmeant
sita,

The investrnenl properlies comprise of diversified portfolio of properties. Since the valuations are based
on varipus assumplions such as marketability, lease term, rentals, discount rate efc., computation of the
sensilivity of the valuation to reéasonably possible changes in the assumptions used is neither practicable
nor retevant.

Based on the above assessment, the Group has recognised an impairment loss of BD 209,663
thousand on investment properties during the year {2010 : BD 33,040 thousand).

Invesiment properties ara unencumbered at the statement of financial position date. The fair value of
the investmeant properties, based on independent valuations performed by éxternal property consultants,
al 31 December 2011 was BD 218 839 thousand (2010: BD 510,551 thousand),

Invagiment proparties of BD 128,772 thousand (2010; BD 304,756 thousand), are leased cut under
operating leases,

At 31 December 2011, all freghold Iznd included in investment properties have bean fully registarsd in
the name of the Group. At 31 December 2010, freehold land amounting to BD 458,878 thousand was
registered in the namea of the Group and the tille to the remalning freehcld land amounling to BD 43,767
thousand were In the process of baing registered.

32
F-171



£E

Srr'ore'l 90¢ 90T 054'g ' PiEDTL £69'9IT PEE'BLL ¥i6
8l 'vEr - 09% 95 159°Z LE6'06T gL 0¥ 95t'Sy -
{752°L) - {222} {12} {2821} {2Z1} -
{s9'61L) 437 {584")1) {(zi9°18) (288'2) {287} -
258'40) - tE6E'E LOE' ) 2 1 08 Ze 1618 -
gT6'LFT - ags'IE 212'e Do2'ese Gop'GE £iZGE -
£6B'FLL) S0C'90T OLO'ED LFL'y LLE'LLO'L (B4 ] Fd T d byt
{ro@'s) - {582} {12) {(862°1L) - fosi) -
{om 1 D6} (€ L1O'82 (£1Z'1) (15£'6¢) {gat'ge) (269} -

- (zeL'Lz1} 0s6'L £25 Z0S'LF L3369 020’7 {¥}
2589491 H59°CYL OEL L FLZ'L ErS's L£5'0L 60E'L -
GZO00L" L ZraERL AT FA%TEY 506'S66 LBT'veT EPT'ELT 806

a0t ge (00, g {00, g 000 Qg o, Og o0, Jg O, J9 o0, Og
=l uanspdiios  Juawdinbs  saomian ewdmnbe  yesony SlUaes0rdul | pues
{0 SSeN0NT  BOIjD pUE O puE PIOLSSBe] DUB DGy aa.d
YT LI SIESEY QUL AraunpreLy shurpprg
B

LLDZ Jequiadaq LE Y

Jqunowe BUIALES 18N

I LDZ Jaquisaen) LE I

HO iU 0) Bunejay
sesodzip o Bugeay
Si0)5ue] o) Bullelay

JBak au oy obiey )

LLOZ Aderuer |y
‘uojejaardeg

L2 dequiadaq £ W

RO S8

5)Es0d 5]

SIAJSUEL}

SUCH PPy

LLOZ AEnuer |1y
38D

INIWAINT3 ONY LNV 1d 'AL¥3dOHd Zi

LLOZ Jequiase] |t

SLINIW3LYLS TWIONYNID Q3LVAINOSNOD FHL Ol S3LON

(9) ‘' g Auedwon BuipjoH 1exe|elwunpy uielyeqg

F-172



43

= —= ———E ————— 1 —
GEO'ZSE" | Tra'egl 8Ly OC¥ 602'cre ZER'EEE DL6ER ) 206
STA A o - 98L'Ie TIZE 002'TST S5¢'5Z BLZ'6E -
{zi9') - {£9) {(851) (804 '¥) £l 15 -
{19t"15) - {L¥) irie) (g22) {ao9'6r} {201} -

- - Bae'e - (gso'c) - - -
SEA'CLL - AP +3] oL’ E05'5h 00g'1LE oEg'e -
POE 06 - 699°'12 i+ ZE9°561 208'cr S05'0Z -
SE0'004° ) P o~ %1 rOZ'ZE ZED'E BDE 566 LHE'VOE EFEGLE 206

{861'S) {15) {60} {2q1) {(ZG60'G) - {orL) -
{errool) - {16 {gz6) (558) {0Ey'as) {1 -

- {r1&6'99} AT et BE0'S 9Z5'ce gul -
295" AT o0 v5 9571 2ol LBSTL FrG6E £12 -
a0E'eea’L LOD'9S | guz'cZ BEL'F L6 GRS 14 WS £O1'612 |06

006, gg 000, a8 000, O 200, 08 00, 8 000, ag 200, 39 {00, g
jeray vogapdecs  uswdinba seoNyeA Jusivdinbs  peaogy SluswsACATLE  DUSy
Joszasoud  Boyo pue  iOjoW pue DIOYaSEa] DU [jOUSS
BY} L SISEEY  BUINILIN. Arsuyoeut sBinppng
TS

QL0g 1equeds] LE Ty
Junowe Bulfues 1By

QLOZ 19QUIaa] LE W

Lo BuIM 0] Buneay
slesodsip o) Sunejay
s1aysUel) o) Buneey
Iead auy oy sbieyn

0102 Aenuep | 3y
‘uanenaldag

GLOZ 1Bquladaq Le i

HO AN
S1eS08%10]
BlaEUR) |

SUOMPPY

010z fuenuei | iy
7500

{penunUOS) | NIWJINDT ANY INV1d 'ALHISONd Zl

1102 18quIae] |Le

SINIWIIVLS TVIDNYNIZ J31V3I90SNOD JHL Ol S3LON

(9) '0'g'g Auedwon BuipjoH 1exejelwnp UIelyeg

F-173



Bahrain Mumtalakat Holding Company B.8.C. (c)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

12 PROPERTY, PLANT AND EQLIPMENT {continued)

fil Assels on lease

Gulf Air Company G.5.0.% headquarters are siiualed on land belonging to the Government of Bahrain
that has been mada avallable on a rent free basis unti 31 December 2070, Qurng 2011, the
Government of Bahrain began negotiating with Gulf Air to charge rent on the land. The final cutcome of
the negotiations bas not yet been formalised in & rent agreement. However, a provision of BD 288
thousand has besn made in the consolidated financial statements. In addition, Aluminium Bahrain
B.S.C. uses land [eased from the Government of Bahrain and from The Bahrain Patroleum Company
B.S.C. (o) These leases are rent free. Bahrain Airport Company B.5.C. {c} uses the Bahrain Airport land
leased from the Govarnment of Bahrain at a rent of BD 1 per annum. In addition, Bahrain Intemational
Circuit Company 3.P.C. uses the circuit and other facilities leased from the Government of Bahrain at a
rent of BD 1 per annum.

Cwring the vear aircraft have been sold and leased back with a net book value of BD 43,505 thousand

(2010: BD 43,174 thousand) which have been exgluded from the purchases of property, plant and
equipment in lhe consolidated slatement of cash flows.

finy Secured assels

Assets acquired under finance leases included aircrafl with a net camrying amaounl of BD 167 508
thousand {20M0: BD 228 519 thousand) ard plant and machinery and other equipment of BD 12,985
thousangd {2010 nil) which are secured by charge on these assets. The items include both direct
purchases through finance leases which are secured thereto, and aircrafl and angines purchased under
conditional sale agreements whereby the Group has possession of ali the risks and rawards of
ownarship but where title remains with the seller until payment is made in full of the purchase prica.

fidi) Asgsels in the procass of completion
Assets in the process of completion include pre-delivery payments of BD 88,528 thousand {2019: BD
74,346 thousand) in respect of aircraft scheduled for delivery between 2012 and 2020 and other capiial
projects of BD 117,768 thousand (2010: BD 108715 thousand). Interest capilalised during 2010
amaunied to BD 1,771 thousand (2011 nil).

13 OTHER ASSETS

2011 20710

80 ‘000 B0 000

Deposits 10,507 11,232
Receivable from associates 135,737 121,831
Miscellaneous asaets 8270 6,612

154,514 139,775

Deposits represent amounts placed with lessors for the lease of aircraft and engines and other security
deposits. These deposits carry no interest and are repayable at various dales until 2019 (refer note 28,
commitments, {ii]).

Receivable from assoeiates include an amouni receivable from Gulf Aluminium Rolling Mill Company
BS.C. (2] (GARMCO) of BD 17,19 thewsand (2010; BD 20,630 thousand) and Mclaren Automotive
Limited of BD 117,530 thousand (2040; BO 100,085 thousand). The amount receivable from GARMCO
was originally an overdue lrade receivable and was converled into a long lerm loan duwing 2007, Tha
lgan is repayable in 16 half yearly instalimenls with the first installment commencing 30 Jung 2009,
Inlerest is payable half yearly on tha cutstanding balances at § month LIBOR plus a margin of 1%. The
effective inlerast rate as of 31 December 2011 was 1.39% {2010; 1.75%).

The amount receivable from Mclaren Automotive Limited represents loans provided by the Group to
finance ils expangion project. The eflective interest rate as of 31 December 2011 was 4.67% (2010
4.52%). Tha losns are partiy secured by pledge of shares by the other shareholders of Mclaren
Automotive Limited,

Miscellaneous assets include a receivable of BD 3670 thousand {2010; 3,793 thousand) which is
securad against borrowings {nole 15).
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Bahrain Mumtalakat Holding Company B.S.C. (c)
NOTES TC THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

14 GOODWILL

2011 2010
80 'vod B 006G
Balance at beginning and al the end of the year 787,778 Te7.778

Impairment testing of goodwill
Goodwill acquired through business combinations on 29 June 2006 has been allocated to two individual
cash-generating units, for impairment testing as follows:

- Aluminium Bahrain B.5.C. [Alba] 786,813
. General Fouitry Company B.5.C. (¢} [General Paultry] 965
787,77TB

In accordance with the requirements of IFRS, the Group has perfarmed an impairment test as at 31
December 2011 in respect of Ihe goodwill relating to Alka, using Llha services of an independent valuer.

The recoverable amount of the Alba cash generating unit has been determined based on value in use
calculalion. The forecasts use cash flow projections based on financial hudgets approved by
management covering an initial pericd of one yvear. Cash flows for years 210 4 have been delermined on
the basis of management's expecialion of the business taking inte account the prevailing global and
GCC economic condilions in genaral and lha aluminium industry in particular. In addition, a growth rate
of 3% has been applisd from year 5 into perpetuity which is in line with the long teym average growth
rates of the business in which the cash generating unit operates.

The cash flows are discounted vsing a discount rata of 12%, which reflects markel specific risks refating
o Alba.

Based on tha independent valuation, thare was no impairmant at 21 December 2011 {2010 nil}.

Sansltivity to changes in assumptions

YWith regard to the assessment of value in use, managemeni believes that reasonably possible changes
in the growth rate and EBITDA marging wolld not cause the carrying valug of the unil 1o materially
exceed its recoverable amount. However, an increase in the rale used 1o discount the projected cash
flows by 1% would result in a reduction in lhe recoverable amount of the cash generating unit by BD
145 698 thousand,

15 BORROWINGS

Tatal Tatal

Efloctive intarest rates 2014 2010

2011 2070 BD 0o BD 000

Bank overdrafts {note 3) 6.38% 4.05% 203 6434

Murabaha borrowings 3.7% 4 10% 43,355 43 355

Short term loans {i) 0.92%-4.15% 2.3%6.75% 54,214 72,201

Working capial revolving credit 1.5%-3.44% 2.13%-3.44% 80180 75,200
Aluminium Bahrain B.8.C.

project loans 0.78%~3.26% 0.84%-2.86% 197,833 214 765
Aluminium Bahrain B.5.C.

refinancing lgan 0.69%-1.27% 0.85%-1.27% 58,705 909,065

Othear term loans fii) 2.39%-8% 2.06%-6% 467,176 450 787

Finance lease obhigations (i) 3.10% 4.09% 131,770 191,769

Laan from the shareholder {iv} 5% 5% 584 1,156

1,014 210 1,163,732

{i} This includes short term loans of BD 13,084 thousand (2010; BD 6,813 thousand) availed from
financial institutions in the Kingdom of Bahrain by the assignment of certain rade receivables,
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Bahrain Mumtalakat Holding Cornpany B.S.C. (¢}

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

15 BORROWINGS {continued)

(i} Other term lnang comprise of the following:

. Loans amounting o BD 35,322 thousand {(2010: BD 27 607 thousand) which carmry interast at
floating rates and are secured by & charge over trade receivables of the Group. The effective
interest rate al the year end was 4.18% (2010: 3.4%).

. Loans amounting b BD 6,876 lhousand (2010: BD 2,032 thousand) which are secured against
certain other receivables of the Group {note 13}, The effective interest rate at the year end was
5.07% (2010: 5.02%).

. Unsecured Ipans amounting to BD 145,145 thougand {2010, BD 145,145 thousand). The

effeclive interest rate at the year end was 2.56% (2010: 2.23%).
USE 750 million (BD 282 750 thousand) notes issued by the Company during 2010, The notes
are unsecurad, carry a coupon rale of 5% per annum and due for repayment in 20135, The
carrying value of the notes at 31 December 2011 was BD 275,833 thousand {2010: BD 278,003
thousand).

(i} Represants finance lease obligations which are secured against property, plant and equipment.
Future minimum lease payments under finance leases together with the present value of the
minimum lease payments at 3 December are as follows,

2011 2010
Presant Frasent
Mindmum valie of Mirvirrcm valus of
payments payments  paymenis  paymenfs
B0 Do 20 000 B0 000 8D o0
Within one year 27,459 24,233 43 385 35,950
After one year but not mere than
five years 57,748 49,205 110,134 97,042
After five years 62,318 5R8.332 £1,151 57877
147,941 131,770 214,670 191,769
Less: Finance charges {16,171} {22901}
Fresent value of minimum
lsase payments 131,770 131,770 191,769 191,768
e e——oros D ee—————>

{iv) Reprasenls an unsacured loan obtained from the Government of the Kingdom of Bahrain for a
capital project. The loan camigs interest al a fixed rate of 5% par annum (2010: 55%6)

16 TRADE ACCOUNTS PAYABLE, ACCRUALS AND OTHER LIABILITIES

2017 2010
8D 0 BB 000

Trade accounts payable (i) 53,474 99113

Accrued expensas (i} 156,065 128,812

Unearned ravenue 47,593 51,194

Cther payables D012 24472
390,144 302,691
i} Details of payables to related parties included in trade accounts payable are disclosed in note
29.
i) Accrued sxpenses include BOD 3,000 thousand {2010: BD 3,087 thousand) in respect of legal

claims {refer nole 28}
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17 EMPLOYEES' END OF SERVICE BENEFITS

2014 2010

80 't B0 000

Balance at beginning of the year 12,640 13,532
Provision for the year 2427 1.926

Payments during the year {1.837) {2,818)
13,230 12,840

18 OBLIGATIONS RELATING TO ACQUIRED ENTITIES

20711 2010

BDO ‘o040 B0 00

Balance at beginning of the year 196,103 210192
Movements during Lhe year {24,751} {14,089)

171,352 196,103

These obligalions were assumed by Bahrain Mumtalakat Holding Company B.S.C. {¢) on 29 June 2008
as an integral part of the acquisition of investmenis.

19 SHARE CAPITAL AND CAPITAL CONTRIBEUTION

2011 2010
B0 000 B0 000
Share capital
Authorised:

2.000,000,000 shares of BD 1 sach 2,000,000 2,000,000

lzsued ang fully paid:
1,845 634,531 shares of BD 1 sach 1,845,635 1 845635

Capital conlribution

Curing the year, the Group has transferred investment properlies with a carmying value of BD 284,128
thousand to the shareholder wilh a correaponding reduction in capila! contribution {note £). The Group
has received cash of BD 14,650 thousand from the sharehokder as capital contribulion during the year.

Curing 2010, the Group received investment properties comprising of land and buildings valued at BD
22917 thousand amd cash of BD 400,000 thousand from the sharebolder as additional capital
conlribution, In addition, the shareholder had assumed certain of the Group's trade accounis payable
amounting to BD 71,172 thousand.

The Company has resclved to ingrease the authorised share capital from 2,000,000,000 shares of BD 1
each to 5,000.000,000 shares of BD 1, in order to issuge additional shares relating to the capilal
contribution. The legal formalities of registering the issue of shares for the additional capital are in
progress at the statement of financial position date.
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20 STATUTORY RESERVE

The slatutory resarva has bean created in accordance with the requiraments of the Bahrain Cammercial
Companies Law and the Aricles of Association of the Company, The Company transfers 10% of its
annual nel income 1o its statutory reserve until such time as the reserve equals 50% of the issued share
capital of lhe Company, The reserve is5 nol avaiable for dislrbution, except in circumsiances as
stipulated in the Bahrain Commercial Compantes Law. Mo transfers have bean made in tha current and
previous years as the Group reported osses.

21 OTHER RESERVES
Cash flow Foraign

Avaifable for hedgas currency
sale reserve reserva  fransiation Tolar
BD 000 &0 000 BD 000 B0 0G0
fi)
Balance at 1 January 2011 26 344 (584} (25,892) 388
Total other comprehensive income {loss)
for the year {10,826) {12} 833 {10,005)
Balance at 31 Decembear 2011 16,018 (596) (25,059) {9,637)
Balance at 1 January 2010 10,447 32 (23,276) (12,797
Total other comprehensive income {loss)
for the year 16,397 (616) {2616} 13,165
Balance at 31 Decamber 2010 26,844 (584} {25 890 368
{il Cash flow hedges reserve represents the associales’ changa in fair value of derivatives during

the year, where the hedges have been assessed as highly effective.
22 MOVEMENT IN NON-CONTROLLING INTERESTS

Acguisdion of ron-cortrofing inlarests
During the current year, Aluminium Bahrain B.5.C. {Alba) purchased a certain number of its shares as
treasury shares for a net consideralion of BD 1,321 thousand.

During 2010, {Alba) purchased 3% of its shares held by a minority shareholder for a consideration of BD
13,536 thousand. These shares were reissued to the Company and ancther minonty shareholder,
SABIC Industrial Investments Corporation. In addition, Alba purchased a cerlain number of its shares as
treasury shares for a consideration of BD 3,735 thousand,

Amounits received from non-confrolfing interasis

During Mavamber 2010, the Company sold 2 10% stake in Alba through an Inilial Public Cifering (IPO}
and réceived a net consideralion of BD 122,386 thousand. This has been recorded as an equily
transaction under International Accounting Standard {IAS} 27 [Revised), Consoldsted and Separate
Financial Slatements and aceordingly the carnying value of the non-contralling interest is adjusted o the
extent of the changa in the ownership amounting to BD 71,338 thousand. The difference bebween the
amount received from non-contralling interesls and the above adjustment amounting to BD 51,008
thousand is transterred to accumylaled deficit,

23 REVENUE

2011 2010
BD 060 B0 000
Matals and minerals BB2,514 750,214
Transporialion 337,632 418,096
Other 21,007 22 629
1,291,223 1,190,938

=————=0 © owon

39

F-178



Bahrain Mumtalakat Holding Company B.8.C. (¢}
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 Decembear 2011

24 DIRECT COSTS

2011 2010

B oo 8 000

Raw materizls, spares and consumables 434,149 352,118
Staff costs 143,218 124,948
Depreciation 100,716 104,607
Fuel 185,829 146,645
Ciperating lease renlals 42,550 3I7.664
Repairs and maintenance 102,118 102,530
Others 139,282 189,159

1,156,862 1,057 869

In additien 1o the above staff costs, selling and disiributicn expenses and administrative expenses
include staff costs of BD 12,347 thousand and BD 46,376 thousand respectively (2010; BD 11,725
thousand and BO 44,769 thousand respectively).

25 OTHER OPERATING INCOME

2011 2010

8D ‘D00 B 600

Government subsidy 11,637 8,133
Gain on deemed disposal of investment in associate (note 10) 21,748 -

Miscellaneous 21,055 21,503

54.440 29,636

The Geowvernmenl subsidy represents amounts received from the Ministry of Finance an behalf of the
Government of the Kingdom of Bahrain by Bahrain Flour Mills Company B.5.C. 10 enablg it Lo sall flour
al a controlled price.

26 OTHER OPERATING EXPENSES

20717 2010

BD 00y ED 00

Loss on sale of an associate - 15,830
Loss on disposal and write-off of property, plam and equipment T.603 1613
Other {64} {250
7538 17,993

27 IMPAIRMENT LOSSES

2011 2010

BD 00 BD 060

Impairment losses on non-trading investments (note 9) 12.8M 6,326
Impairment loss on investonant in associates (note 10} 94,067 151,887
Impgairment los$ on investment properties {note 11) 209,663 33,040

316,531 181,253
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2B COMMITMENTS AND CONTINGENT LIABILITIES

Comrmitments

i) Capital expendifure

At the staternert of financial position date, the Group had the fallowing capital expenditure commitments
relating ta the acquisition of property, plan and equipment.

2011 2010
BD 000 BD 000

Aircraft (note) 1,746,096 2,295 D61
Other - Dug within one o five yaars of the raportiog dale 40,581 4% 476

1,786,677 2338437

Mote:

At 31 December 2011, airgraft commitments of BD 150,535 thousand (2010: BD 68,404 thousand) are
due within one year, BD 576,362 thousand (2010: BD 104,206 thousand) are due within ona to five
years and BOA,019,199 thousand (2010: BD 2,123,351 thousand) are due after more than five years
from the reporting date.

fii} Cperating lease commilments
Future mirimum rentals payable under non-cancellable operating lpases at 31 December 2011 are as
follows;

20711 2010

BD B0 B0 000

Within one year 42,122 39975
After ane year bul not more than five years 79,978 81,858
After five years 21,859 341

143,957 122,174

(i} Lettars of crodit
The commitments on outslanding lelters of credit as at 31 December 2011 were BD 20,837 thousand
{2010; BD 8 7 thousand). The commitmenls are axpected to be sellled within one year.

In addition, the Group's bankers have issued lefters of credit to courterparties for derivalive
transactions amounting o BD 11,280 thousand {2010: BD 24 440 thousand),

Coantingencies

)] Guaraniees
The Group has issued guarantees te banks and other institulions amounting to BD 19,557
thousand {2010: BD 16,499 thousand).

fiiy Law suils

al Law suits have been filed against Gulf Air Company G.5.C. in the Kingdom of Bahrain and in
other jurisdiclions where Gulf Air Company G.5.C. operates. These ralate to claims which are in
the normal course of busingss. In managament's view, adequate provision has been mada in
these consolidated financial staternents for liabilities that may anise from these law suits, and the
possibilily of incuming significanl additional penalties or damages pending final judgment is
expected to be remote fnote 16 (],
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28

COMMITMENTS AND CONTINGENT LIABILITIES (cuntinued)

Contingencies {continued)

B

¢

A third parly has initiated a cfaim againsl Aluminium Bahrain 8.5.C. (Alba), towards damages
causad to its business unit. ALEA is defending the claim and it is ngt practicable to estimate tha
liability and timing of any payments at this stage. Hence no provision has been recognised in
these consclidated financial statements.

On 27 February 2008, ALBA filed & suit in a U.5. Federa! Districl Court against Alcos, Ing,, Aleoa
World Alumina LLC and members of ils senigr management {together, “Alcoa™. In the
complaint, ALBA alleges that Alcoa congpired to bribe certain former members of its senior
management and officials of the Government of the Kingdom of Bahrain te ensure that Alcoa
continued 1o benefit from its aluming purchases al inflated prices. Among other remedies, ALBA
is secking damagas in excess of LSS 1 billion (BD 377 millien) for illicit activiies that took place
from 1923 to 2008,

The U.5. Govemment had in March 2008 been gramted an uncppased molion ta interven:a and
to stay discovery to allow the US. Government to conduct a crimina! investigation into the
allggalions withaul Inerference from the angoing civil liligation. The slay was lifted in November
2011 and the suit is stifl ongoing.

During 2009 ALBA filed a complaint wilh the Public Prosecutor, who initiated a <imina
proceeding against teee former employees of Alba Markating [ALMA). ALBA joined the
procesdings as a civil right claimant. In its submission ALBA claimed thal the three former
employees earned money from criminal activities and received commissions in contravention of
the Bahrain Commercial Companies Law and the Prohibition of and Combating Money
Laundering Law of Babhrain ("PCMLL™). In its civll right claim ALBA sought to oblige the
defendants to pay the amount of US$ 17 498 thousand as inlerim reliaf, while prasarving ALBA's
civil nighl to have recourse against the defendants for all the damages which ALMA has incurmed
as a result of he acls commiitted by ihe three former employees. In November 2013, the Bahrain
criminal cour found the defendants guilty under tha PCMLL. In ils judgment, the courl did not
make any refarence Lo Lhe reservation of the ALBA's righl to compensalion pursuant to Article
3.2 of PCMLL. Therefore, it is not clear whether ALBA in fact will be able to collecl any damages
from the defendants. The criminal conviction was pardoned by & Royal Decree. However Lhe
ALBA's civil claim iz shll peanding under a civil court proceeding.

On 18 December 2009, ALBA filed a suit in the LL.S. Federal District Court for the Southern
Districl of Texas against Sojitz Corperalion {Japan} and Sgjitz Corporation of America (together,
“Sojitz™). In the complaint, ALBA alleges that Sojitz, a former customer of ALMA, conspired Lo
bribe certain former members of ALBA's zenior managemerd in order to gain substantial price
discounts, Amaong other remedies, ALBA is seeking compensatory damages in excess of LI5S
31,000 thousand (BD 11,687 thousand) for the illicit activities that took place from 1993 to 2006.
Cn 27 May 2010, the US. Government filed an unopposed motion 10 inlervene and stay
discovery in this case.

It is not practical o estimate the effects of the law suits {c) to (e} above on the consolidated
financial statements of the Group at Lhis slage.
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29 RELATED PARTY TRAMSACTIONS

Relaled parties represent lhe shareholder, profit oriented entilies controlled by the shareholder,
associates, directors and key managemant personnsl of the Group and enlities confrolled, jointly
controlled or significantly influenced by such parlies. Pricing policies and terms of Lhese transactions are
approved by the shareholder and the boards of directors of the various group companies,

In the ordinary course of business, the Group purchases supplies and services from antilies ralatad to
the Government of the Kingdom of Bahrain, principally natural gas, jet fuel and public ulility services, A
rayally, based on the production of Aluminium Bahrain B.S.C.. is also paid to the Government of the

Kingdom of Bahrain.

Transactions with reflated parties included in the consalidated statement of income are as follows:

2017
Entities
coniroied
by the
Shareholder shareholder  Assoiate Total
80 o0 ED 09 BD 0o B0 00D
Incoms
Revenue 75 195 131,507 1777
Other operating income 21,244 - - 21,244
Interest income - 6,940 6,940
21,315 195 138,447 159,961
==  omo o o]
Expanaes
Direct ¢osts 3,562 128,017 21,547 151,127
Administrative expenses 348 - 7,050 7,398
Interest expense a5 - 4,513 4,548
3,946 126,017 33110 163,073
2010
Cnitftias
coniroiled
by the
Sharehoider  shareholder  Associales Tolaf
8D 000 BD GO0 BD 000 8L 000
Incoma
Revenue 130 - 110,092 110,222
Other gperating income 12,039 - - 12,039
Inlerest income - 3.802 3,802
12,169 113,854 126,083
ExXpansas
Direct cosls 3526 107,990 22911 34,427
Administrative expenses 181 - 844 1,025
Interest axpense a5 - 566 5,631
3742 107,990 2637 141,103

Details of land leased from related parties, free of rent, are disclosed in note 12,
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29 RELATED PARTY TRANSACTIONS (centinued)

Balances with related parties included in the consolidaled statement of financial position are as follows:

2014
Entities
controlled
by the
Sharahaldar shareholder Associate Total
B0 00 BD 000 BC 000 8D 000
Assats
Other assels (note 13) - - 135,737 135,737
Trade accounts receivable, prepayments
and other assets 1,050 334 15,835 17,219
Cash and bank balances - - 103.033 103.033
1,050 334 254 605 255,989
P
Liablities
Borrowings 694 - 171,175 171,869
Trade accounts payable, accrued expenses
and other liabilities 475 1,666 9,982 82,123
1,169 71,668 181,157 253,992
2010
Entities
controifed
by the
Sharsholder  shsreholder  Associaios Total
80 00 B0 200 B a0 8D "G00
Assets
Olher assats (note 13) - - 121,831 121,934
Trade accounts receivable, prepayments
and other assets 877 73 10,150 11,200
Cash and bank balances - - 260,325 260,320
977 7a 392,407 393 457
Liabilities
Borrowings 604 - 137170 137,864
Trade accounts payable, accrued expenses
and other [iatilities S20 38,074 221 38,815
1,214 38,074 137,301 176,673
]

Compeansation of key management personne
The remuneralion of members of key management personnel for the year was BD 6,286 thousand
{2010: BD 8,560 thousand}.

Fees 1o the directors of the Group companies provided for during the year was BD 668 thousand (2010
ED 663 thousand).
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30 FINANCIAL RISK MANAGEMENT

Overviow
The Group has exposure o the following risks from a financial perspedctive:

- Credit risk

- Liguidity risk

- Market risk

- Operational risk

This note represents information about the Group's exposure to each of the above risks, the Group's
appreach to risk management and lhe management of capital. Quaniitative disclosures about various
risks arg included in the respective sections. The Group's overall risk management appreach (s (o
moderate the effects of such nisks on its financial performance. Tha Group uses denivatives in hedging
specific exposures [note 4],

Risk Managerment Framework

The Board of Direclors has the overall responsibility for the establishment and owversight of the
Company's risk management approach and for approving the risk management policies and
procedures. These policies are established to idenlify and analyse risk faced by the Company and set
appropriate risk limits and controls 10 monitor risks. These policies are reviewed regulary to reflect
changes according 10 market condition and Group's activities. The Company, through its policies,
procedures and processes aims 10 develop and mainlain a rohusl control envircnment in which all
employees understand 1heir rofes and responsibilites.

The Company assessas and manages risk lhrough a committee structure. The existing commitlee
structure for risk is designed to ensure 3 weekly review of risks, a sharing of knowledge about risks
across 3l functions, an understanding of the relationships of the risks of the enterprise, and o ensure
that each funclicnal area remains accountabla for the risks for which it is responsible.

Board Audit and Risk Committes

The Audit Commitiee oversees how the management moenitors compliance wilh the Company risk
manageman policies and procedures and reviews the adequacy of the risk management framewark in
refation 1o the risks faced by the Company. The Audit Committee is assisted in these functions by the
Internal Audit Function which undertakes both regular and ad-hoc reviews of risk managemenl controls
and proceduras, the rasults of which are repared 1o the Audit Commiltee.

Board Invastmant Committee

The Board Investment Committee is responsible for assessing rsks  associated  with
tnvastment{divestment decisions and monitoring risks associated with the existing portfolic. The Board
Invesiment Committee is assisted by the Managemert Investrent Committes in fulfilling its oversight
responsibiliies on policy, slandards and procedures for invesling in a responsible manner.

Managemant Executive Committea
The Managemenl Executive Commitiee regularly reviews several aspects of Company's risks and ig
assisled by the Operaling Commitles in assessing, managing and monitoring operational risks.

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

The Group is exposed to credit risk on its bank balances including term deposits, loans and receivables,
heid to maturity invesiments and the positive fair value of derivatives. The Group places ils deposils with
reputable banks with a good credit rating. Derivative contracts are entered into with counterparlies with
strong credit ralings and are not subject to significant credit risk,
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30 FINANCIAL RISK MANAGEMENT {continued)

{a) Credit risk {contlnued)
Credit risk with respect o loans and receivables is managed by assessing the feasibillty of the
investment cpportunity that is being fundad, prigr to advancing any funding.

The sale of passenger and cargo btrangportalion is largely achieved through a large number of
Inlernational Air Traffic Association [IATA) accredited sales agents. Unless expressly stated otherwise in
the contracl, receivables and payables among airlines are seitled either bilaterally or via the IATA
clearing house. For zall other service relationships, depending on the nature and scope of the servica
rendered, collateral is required, credil reporta/referances are oblained and use is made of historical data
from previous business relations, especially wilh regard 10 payment behavior, in order to avoid non-
performance.

Credit risk with respect {0 receivables from customers is managed by granting credit terms and
monitoring lhe exposure {o cuslomers on an gngeing basis. An impairmenl allowance is made for
doubtful accounts whanaver risks of default are identified.

The maximum credit risk axposure a2l lhe siatement of financial position date is equal to the camying
value of the financial assets shown in the consalidated statement of financial position, which are nel of
impairment allowances.

The Group sells its products to a large number of customers. [ts five largest customers account for 34%
of the oulstanding accounts receivable as of 31 December 2011 {2010: 319%).

(b} Liquidity risk

Liguidity risk (also referred to as funding risk) is the risk that an enterprize will encounter difficulty in
raising funds to meet commilments associaled with financial instruments. The Group limits its liquidity
risk by managing cash and ensuring bank facilities are available, Trade payables are normally settied
within 80 1o 150 days of the date of invoice. The Group's cash flow frorm operations are normally
adequate 1o meat expected liquidity requiremants.

The table below summarises the malurities of the Group's undiscounted financial liabilities at 31
Decambear 2011, based on contractual payment dates and currenl market interest rates.

31 December 2071 Less than Jto 15  More than
Imonths 12 months years 5 years Total
B0 000 aD oo BD Yoo a0 ‘oo BD 050
Borrowings 135,117 137,453 774,057 63,315 1,109,942
Derivatives 8,122 24,363 36,383 - 68,863
Trade accounts payabta and
other liahilities 140,255 20,927 167 - 161,349
Qbligations redaling to
acquired entities 18,529 11,330 144,554 33.012 207,425
302,023 194,073 955,161 96,327  1.547.584
31 Decambar 20410 Lass than 3o Ttah More than
3 months 12 months Vears 5 years Total
BD ‘GG0 B 00 8D ‘¢G0 80 000 80 TG
Borrowings 98,022 214,703 259,168 12,120 1,284,013
Derivatives 10,837 35,675 108,907 - 155,418
Trade accounts payable and
other liabilities 72,809 30,108 - - 103,05
Chligations relating to
acquired entilies 4682 26,105 141,617 65,085 2394949
185,450 306,589 1,209,692 80,215 1,781,846
———————————  ————— . ——

Details of capilal experditure commitments are given in nole 23.
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30 FINANCIAL RISK MANAGEMENT {continued)

ic) Markat risk

Currency risk

Currency risk is the risk associated with fluctuations in the value of a financial instrument due to changes
in foreign exchange rates. The Group's financial inslruments are mainly denominated in Bahraini Dinars
and US Dollars. The Group uses forward foreign exchange conlracts o hedge against currency
fluciluations (rote 4),

As the Bahraini Oinar is pegoed to the US Dollar, balancas in US Dollars are not considered to represent
sighificant currency risk.

The table below indicates the Group's sensitivity o currency risk al 31 December 2011, as a result of its
maonatary assets and liabilities. The analysis calculates the effect of a reasonably possibla movement of
lhe Bahraini Dinar currency rate against the Euro, Swiss Franc, Pound Stering ard Indian Rupee walh all
other variables held constant, on the consolidated statement of income {due to the fair value of currency
sensilive monetary assets and liabilittes). Tha effect of decreases in currency rate is expected to be
equal and opposite,

Feraign exchanga Effect on consolidated

Change in positlon long (short} sfatement of Income
currency 2011 2010 2011 2010
rate 8D vog B ‘000 8D 0o 8D 000
Eura 1% {21,154) 6.588 (2,115} 890
Swiss Franc 10% - 118 . 12
Found Steding 10% 66,241 46,623 6,624 4,662
Indian Rupee 10% 2,078 1,539 208 154

Interast rata risk

Inlerest rate risk arises frorn the possibility that changes in interest rates will affect the future profilability
or the fair value of financial aszels and liabililies. The majority of the financial assets and financial
liabillies ara variable interesl rale based.

The Group is exposed to interest rate risk on its inlerest bearing assats and liabilities (cal! account, term
deposils, margin deposits and borrowings). This risk is partly mitigated by inlerest rate derivalives {note
4}

The sensitivity of the consolidated statament of income is the affacl of he assumed changes in interest
rates on the Group's net income for one year, based an the floating rate financial assels and financial
liahililies.

The following lable demonslrates the sensitivity of the consolidated statement of incoma Lo reasonably
possible changes in interast rates, with all other variables held constant.

Increase’ ERfect before Effactof Effecton
decrease Interesi rate inlorestrate netincome
fin basis  derivativas derivatives lor the year

points BD'000 BDVOO  BD 100
2011 +100 (5,222) (377) (5,509)
100 5,222 377 5,599
2010 +100 (2.576) (633) (3,200)
100 2,576 633 2,209
47
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30 FINANCIAL RISK MANAGEMENT {continued)

(ch Market risk (continued)

Commodity price risk

Commodity price risk is the risk that future profitability is affecled by change in commodity prices. The
Group is exposed fo commodity price risk as selling prices for aluminium are generally based on
aluminium prices quoted on the London Metal Exchangs (LME). The commaodity price risk is managed
by ALBA by hedging against fixed price sales commitments through commaodity futures and othar
derivative products {note 4}

The following table demonsirates the sensilivity of the consolidated staiement of income to reasanably
possible changes in the LME price on dexivatives outstanding as of 31 December 2011, with all olher
variablas hald constant.

increase’ Effect on
decrease netincoame
in LME for the year
price B0 ‘000

2011 10% (5,631}
-10% 561
2010 10% {12,904}

-10% 12,904

Jat fual price risk

The Group's earnings are affected by changes in the price of jet fuel relating o Gulf Air. Gulf Airs
strategy for managing the risk on fuel price aims 1o provide Gulf Air with protection against sudden and
significant incraase in jet fuel prices. in masting these objectives, Guif Air uses opticns with approved
counlerparties and within approved credit limits.

A 10% change in the price of jel fuel affects the Group's annual fuel cost by BD 19,393 thousand {2010:
BLD 16,544 thousand}, agsuming thers i no changa in the volume of fuel consumed,

Equity price Hsk

Equity price risk is the rigk thal the fair value of equily securities will flucluale as a result of changes in
equity pricas or ingdices, or fair value in case of unquoted equities, Equity price risk arises from the
Group's investment i eguiies and managed funds included in non-trading investments and
investments carried at fair value through statement of income. The Group manages the risk through a
process of diversification of its invesiments in terms of industry concentration,

The majority of the Group's investments carried at fair value through statement of income are
investmeants in managed funds, The Group's non-trading invastmant porfolio is mainty comprised of
unguoted investment which is re-measured to fair value using different valuation technigues.

FVYTPL invastments

A 10% (2010: 10%) increase in the net asset values of funds will decrease the ret 1oss by BD 6,266
thousand (2010: BD 261 thousand). The effect of decreases in equity prices is expected 1o ba equal and
oppasite Lo the &ffect of the increases shown,

MNon-frading invasimenis

The following table demonsirates the sensilivity of the cumulative changes in fair value 10 reasonably
possible changes in equity prices, wilh all other variables held constant, The affect of decreases in
equity prices is expected to be equal and opposite to 1he effect of the increases shown,
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30 FINANCIAL RISK MANAGEMENT (continued)

(s Market risk (continued}

Equity price risk {continued)
% Change in Effect Effact
equity price  on equity an equity
2071 2010
an 80
Unquated investments +10% 20,432 21,688

d} Capital managemant

The primary objective of the Group's capital management is to ensura that il maintains a sireng financial
position and healthy capital ratios in order 1o support ils business and maximize shareholder valua. The
Group manages its capital structure dynamically and makes necessary adjuslments, in lighl of the
macro economic condilions. No changes were made in the ohjectives, policies or processes during the
year ended 31 Decambar 2011 and the comparative period.

The Group monitors capital using a gearing ratio, which is net debt divided by total squity.

2071 2010
BD 09 B0 600
Bomowings 1,014210 1,183,732
Derivative financial insfruments 64,970 146,256
Total dabt 1,079,180 1,309 988
Less: cash and bank balances {note 3) (259,765)  (498,354)
Het debt 519,415 811,604
Equity attributable to shareholdar of the parent 2,565,275 3028384
Gaaring ratio 32% 2%

i FAIR VAL UES OF FINAMCIAL INSTRUMENTS

Financial instrumenis comprise of financial assets, financial liabilities and derivative financial
instruments

Financial assels comprise of invesiments, deposits, bank balances, lwans and accounts receivable.
Firancial habilities comprise of bomowings, obligations refating to acquired entities and trade and other
payables,

With the exception of cerain unquoted available-for-sale-investments which are camied at cost and
details of which are disclosed in note 9 and deposits which are intergst free and details of which are
disclosed in note 13, the fair values of financial assats and financial iabillies are not materialty different
from their carrying values at the staternend of financial position date,

The Group uses the following hierarchy for determining and disclosing the Tair value of financial
instrurments by valuation technigue:

Level 1 : Quoted (unadjusted) prices in active markets for identical assets or liabilities,

Lewel 2: Other techniques for which all inputs which have a significant effect on the recorded fair value
ara observable, either directly or indirectly;

Level 3 Techniques which use inputs which have a significant effect on the recorded fair value that are
nol based on observahle market data,
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3 FAIR VALUES OF FINANCIAL INSTRUMENTS (continued)

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

3f December 2011 Level 1 Level 2 Level 3 Total
8D 'oGo 8D ‘oo B D0 BD 00

Investments camried at fair value through

gtaterment of incomea - 62,664 62,864
Mon-frading investments 6,704 - 197.622 204,323
Denvative financial instruments (liabilities) 64,970 64,970
21 December 2010 Level 1 Lavel 2 Level 3 Total

BD ‘000 BL 000 80 o0 B0 ‘000
Derivative financial instruments [assets} - 2,352 - 2,352
Investmants camried at fair value through

statemeant of incoma - 2807 - 2.807
Hon-trading investments 6,075 - 210,759 216,834
Derivative financial instruments (ligbilities) - 146, 256 - 146 256

Dwring the years 2011 and 2010 lhere have been no transfers between Level 1 and Level 2 and no
transfers inlo and oul of Leval 3. Unquoted investments carred at cost are not included in the above
higrarchy.

Far level 3 magsuremenls, changing inputs to reasonably possible alternative assumptions will not result
i significant changs in fair values,

Movements in level 3 financial instruments measurad at fair value are as follows:

2011 2010
8D vod BD 900
At beginning of the year 210,759 203,557
Sale during the year {315) -
Fair valug changes {4,962} 12,636
Impairmant Ioss {12,663} {6,149}
Instrumenis ransfermed from cost te fair value 4,303 315
Balance at end of the year 197,622 210,759

32 OPERATING SEGMENT INFORMATION

Far management purposes the Group is organised into the following major business segmenis:

Metals and minerals - Comprising of manufacture of aluminivm.

Transportation + Principally handlirg air transportation,

Banking and finance + Comprising of investment in banking and financial services.
Real estate - Comprising of investment in real estate,

Telecom - Comprising of investment in telecommunications.

Other = Includes all olher segements not included above.

There are no material transfers between operating segments.
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32 OPERATING SEGMENT INFORMATION {contlnued)

Segment information for the year ended 31 December 2011 was as follows:

2071 Metals Banking
and  Transport- and
minarals atfonr  financa Real esiale Telecom Other Total
BD 00 BD 0 BD 000 BD ‘000 BD ‘000 BD ‘04 B0 000
Revenue BBZ.514 396,762 - 2224 - 9,723 129,223
Share of resuits
of associates 1,075 (10,277} 21,134 (6,843} 32,335 45311 41 955
Impairmant
0s5es {2,853} {8,540} (2,001) {209,663) (91,174) {2,210} {316,531)
Mat income
{loss) 207,832 {187,701} 19,043 {216,942} (58,839} (34,043) {270,650)
Inveslment in
associates 12,200 125858 200,568 94 966 302,990 33,180 858,762
Tolal agsets 2.091.236 781,928 467,082 254,322 368,130 318,483 4. 219181
2010 Matalz Banking
and  Transport- and
minerals ation finance Rpal astals Telecon Qther Tolal
B 000 BDOOG  BD 000 B8O GO0 80 00a BE 000 ED 000
Revenue 750,214 427976 - 4 901 - 7848 1,190,939
Share of results
of assoclates 754 {7.748) 20477 {5,314} 34,822 4372 47,363
Impairmeant
losses - - - {32,040} (151,887} {6,326) (191,253}
Het income
{loss} 139,083 {194, 068) 20,477 {53660} (117,065} (28,195) (234, 328)
Investment in
associales 15,769 97,935 284,800 0,958 390,084 34,555 420,901
Tolal assets 2112426 879857 468238 851,232 383,058 365211 5,070,033
Geographic information
An analysis of the revenue by geographic: location is as Tollows:
2011 2010
&80 Do) BD 000
Kingdom of Bahrain 518,895 458,071
Asia 208,672 215 494
Resl of Middle East and North Africa 1,118 33726
Rest of the world 224 540 173,645
1,204,223 1,190,939
— - ——————————
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32 OPERATING SEGMENT INFORMATION {continued)

Customers

Ravanug from two customers of the Group amounied to BD 301,733 thousand, each being more than 10%
of the consolidated revernue of the Group { {2010: revenue from & customer amounted to BD 153 367
thousand being more than 10% of the consolidated revenyeg of the Group).

3 CURRENT AND NON CURRENT ASSETS AND LIABILITIES

The table below provides Ina analysis of current and non current assets and lisbilities:

L ass thar one year Chver one year
2011 2010 2011 2010
BD 060 8D 900 B0 ‘00G 8D oG
ASSETS
Cash and bank balances 259,765 408,384 - -
Denivative financial instruments - 2,352 - -
Trade zcocounts receivable,
prepayments and other assets 154,558 159,086 6,040 B.574
Inventories 174,996 168,831 - -
Investments carried at falr
value through statement of income 80,271 - 2,393 2 807
Asseats held for distribution - 333673 - -
Nen-trading invasiments - 250 204711 222 085
Investment in associates . - B£59.782 20,5901
Investrnent propertias - - 213,588 473,634
Froprety, plant and equipment - - 1,340,745 1,252,008
Other asgets 8,163 8,162 148,351 133,623
Geoodwill - - 747,778 TR7Y.778
855753 1168728 3,563,428 3,901,305
{ oo omoeest EBEes  weom T e BV
LIABILITIES
Borrowings 243 307 202 446 770,903 881,286
Cerivalive financkal instruments 318,646 43,514 34,324 102,742
Trade accounts payable, accruals and other liabilities 331,317 242,521 520 360
Employees” end of service benefils - 13,230 12,640
Obligations relating to acquired entities 28,247 78,178 143105 167,925
633,517 505,650 962,082 1,164,953
————————— ——

Liquidity gap 22,236 5720680 2,601,346 2,735,352

MNote ‘Trade accounts payable axclude the effect of uneamed income and deferred income of BD 45,692
thousand and BD 12,615 thousand {2010: BD 48,688 thousand and BD 12,122 thousand) respeclively as
these do nol rapresent financial labilities.

52
F-191



Bahrain Mumtalakat Holding Company B.S.C. {c)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 December 2011

M SBIGNIFICANT ACCOUNTING JUDGMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Group's consolidaied financial statements requires management 1o make judgmeants,
estimales and assumptions lhal affect Ihe reporied amounts of revenues, expenses, assels and liabilities,
and the disclosure of contingant liabllities, at fhe raporting date. However, uncertzinty about thase
assumptions and estimates could result in outcomes that could require a material adjustment 10 the carrying
amount of the asset o liability affected in the futurs,

Judgments

In the process of applying the Group's accounting pdlicies, management has made the following judgments,
apart from those involving estimations, which have the most significant affecl on the amaunts recognised in
the consolidated financial statements:

Uparaling lease commitments - group as fessor

The Group has entered into commercial properly leases on its investment property porttolio. The Group hag
delermined, hased on an evaluation of the lerms and conditions of the arrangements, that it retains all the
significant risks and rewards of ownership of these groperties and so accounts for the conlracts as operating
leases.

Eatimates and assumptions

The key assumptions concerning the future and ¢ther key sources of estimation uncertainty at the statement
of financial position dale, that have a significant risk of causing a material adjustmenl te the carrying
amounis of assels and liabililies within the next financial year arg discussed belaw.

Uself livas of property, plant and equipment

Tha Group's management determines the estimated useful lives of its property, plant and equipment for
caiculating depreciation. This estimate is determined after considering the expected usage of the asset or
physical wear and tear. Managemenl reviews the residual value and usefi! lives annually and future
deprecialion charae would be adjusted where the managemenl believes the useful lives differ from previous
estimates,

Impairmeant of aircraft

In case of aircraft, impairment is recognised when eveniz and circumstances indicate that the aircraft may
be impaired and 1he carrying amounts of the aircraft exceed the recoverable amounts. In determining the
recoverable amounts of the aircrafl, certain estimates regarding the current fair market value and the base
value (value in use) of the aircraft are made. The current fair market and the base values are determined
based on independent valuations camied out by an industry expert,

Classification of investrments

The Group's management determines the classification of investments as either fair value through
siatement of income, hald to malunty, or available for sale. This classilication is based on management's
invesiment stralegy Laking inlo account ther evaluation of performance. the intention and akility to haold
invasiments for cadain lime periods and their assessmert of invesiments which are avallable to be sold.

Impairment of non-Financial agsels

When valua in use calculations are undertaken, management must estimate the expected fulura cash flows
from the asset or cash-generating unit and cheose a suitable discount rate in order to calculate the prasent
value of those cash flows. Further details, including key assumplions, are given in noles 11 and 14.

impairmeant of available for sale financial assels

Tha Group clagsifies certain assets as available for sale and recogrises movements in their fair value in the
slaternent of comprehensive income. When the fair value declines, management makes assumptions about
the decline in value to delermine whether it is an impairment that should be recegnised in the consolidated
slaterment of income. At 31 December 2091, an impairment loss of BD 12,801 thousand {2010: BD 6,326
thousand) has been recognised for available for sale assets. The camying amourt of available for sale
assets was BD 204,771 thousand {2019: BD 222,089 thousand).
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