LI

= m W s N B EBEESNENEBREEREERIREEIEDN

- o

A1
i, Y

Terna Bahrain Holding W.L.L.

REPORT OF THE BOARD OF DIRECTORS
AND FINANCIAL STATEMENTS

31 DECEMBER 2009



Terna Bahrain Holding W.L.L. N
REPORT OF THE BOARD OF DIRECTORS

The Board of Directors has pleasure in submitting their annual report and the audited
financial statements for the year ended 31 December 2009,

Principal activitigs and results for the period

The Company was incorporated on 23 November 2006 to act as a holding company
and cany out business activities through subsidiaries, branches, divisions and
investments in other entities. The Company also carries out contract activities,
Detaifs of the Company's investments in subsidiaries and its associate dre contained
in note no 1 to the accompanying finacial statements.

Results and retained earnings (accumulated losses)

The results and retained earnings (accumulated losses) of the Company are as
follows:

- , 2009 2008
G BD BD
Baiance at the beginning of the year 171,805 320,493
Loss for the year (4,684,8468) (148,688)
Balance at the end of the year {4,513,041) 171,805

Auditors

Emst & Young have expressed their willingness to continue In office, and a
resolution proposing their appointment, as auditors of the Company for the year

.ending 31 December 2010, will be submitted at the Annual General Meeting.

Signed on behalf of the Board of Directors

ude TERNA MECHANICAL & ELECTRICA] W1
r P03 Al 809 AR e

C.R. 70100
; PO. Box: 54368
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
TERNA BAHRAIN HOLDING W.L.L.

We have audited the accompanying financial statements of Terna Bahrain Holding W.L.L.
('the Company"), which comprise the statement of financial position as at 31 December
2009 and the statements of comprehensive income, cash flows statement and changes
in equity for the year then ended and a summary of significant accounting policies and
other explanatory notes.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards. This
responsibility includes: designing, implementing and maintaining internal control relevant
to the preparatign and fair presentation of financial statements that are free from
material misstaté%ﬁén‘t’. whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditors’ Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosure in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the
financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity's preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate for the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

A member firm of Ernst & Young Glabal Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
TERNA BAHRAIN HOLDING W.L.L. (continued)

Opinion

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

Going Concern

Without further qualifying our opinion we draw attention to note 2 to the financial
statements. As of 31 December 2009, the Company had a deficiency of assets of BD
3,629,689 and the total current liabilities exceeded the total current assets by BD
5,296,317. These conditions indicate the existence of a material uncertainty which may
cast significant Jbuht about the Company’s ability to continue as a going concern,
However, these fmanuai statements have been prepared on a going concern basis as
have agreed to provide financial support to the Company to meet its cobligations as and
when they fail due.

Other Matters

We confirm that, in our opinion, proper accounting records have been kept by the
Company and the financial statements, and the contents of the Report of the Board of
Directors relating to these financial statements, are in agreement therewith. We further
report, to the best of our knowledge and belief, that no violations of the Bahrain
Cemmercial Companies Law, nor of the memorandum and articles of association of the
Company have occurred during the year ended 31 December 2009 that might have had
a material adverse effect on the business of the Company or on its financial position.

St ¢

23 March 2010
Manama, Kingdom of Bahrain



g

Fmt

- Terna Bahrain Holding W.L.L. S = ;

- STATEMENT OF FINANCIAL POSITION ' o

At 31 December 2009

2009 2008
Note BD - BD
ASSETS :
Non-current assets
Investment In subsidiarles 6 1,539,900 1,539,900
Investment in an associate 7 4,376,754 8,568,146

5,916,854 10,108,046

Currant assets

Amounts dus from related parties B 8,887,617 7,288,010
Amounts due from an associate 9 2,801,879 2,844,997
Other receivables 55,332 55,332
Bark balances, short-term deposits and cash 10 539,289 6,971,408

12,384,117 17,159,747
TOTAL ASSETS 18,300,771 27,267,793

Eess————— B — 5

(DEFICIENCY OF ASSETS) EQUITY AND LIABILITIES

PR ARRd U N Wd

(Deflciency oﬁhhsels) equlty
Shaye capital " o~ 11 B47,742 847,742
Statutory reserve 12 35,610 35,610
(Accumulated losses) retained earnings {4,513,041) 171,805
Total (deficiency of assets) equity (3,629,889) 1,055,157
Non-current liability
Term loan 13 4,250,026 5,703,000
Current liabilitles .
Amounts due to related parties 14 17,583,706 20,460,953
Trade payables and accruals 98,728 48,683
' 17,680,434 20,509,636
Total llabilltles 21,930,460 26,212,638
TOTAL (DEFICIENCY OF ASSETS) EQUITY AND LIABILITIES 18,300,771 27,267 793
~ D. Antonakos 7 /K fikdis

Chairman actor

The aftached notes 1 to 18‘form part of these financial statements.
3
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Terna Bahrain Holding W.L.L.

STATEMENT OF COMPREHENSIVE INCOME
For the Year Ended 31 December 2009

Contract revenue

tnterest income

Other income

Foreign exchange gains and losses

Impairment of investment in an associate
Staff costs

General and administrative expenses
Finance costs

Bank charges

Foreign exchange gains and iosses

LLOSS FOR THE YEAR
Other comprehensive income

COMPREHENSIVE L.OSS FOR THE YEAR
A
[N

R,
W ol e .

The attached notes 1 to 18 form part of these financial statements.

2009 2008
" BD BD
, 248 623
51,507 224,316
88,296 258,933
228,483 )
368,376 731,872
(4,500,000) ;
(65,826)  (228,492)
(317,200)  (241,655)
(157,890)  (257,837)
(12,216) (53,945)
. (98.631)
(4,684,846)  (148,688)
(4,684,846)  (148,688)




Terna Bahrain Holding W.L.L.

STATEMENT OF CASH FLOWS
For the Year Ended 31 December 2009

OPERATING ACTIVITIES
Loss for the year
Adjustments for:
Impairment of investment in associate
Finance costs
Interest income
Unrealised foreign exchange gain

Operating loss (profit) before working capital changes:

Working capital changes:
(Decrease) increase in amounts due to related parties
Increase in amounts due from related parties
Increase in amounts due from an associate
Increase in other receivables
Increase (decrease} in trade and other payables

Net cash (used in) from operating activities
INVESTING ACTIVITIES
Investment in subsididfies

Investment in associaté” <~ - -
Interest received

Net cash used in investing activities
FINANCING ACTIVITIES

Finance costs paid
Term loan paid

Net cash used in financing activities

(DECREASE) INCREASE IN CASH AND CASH EQUIVALENTS

Caskr and cash equivalents at the beginning of the year

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

Note

10

The attached notes 1 to 18 form part of these financial statements.

- 2008 2008
“BD BD
(4,684,846) (148,688)
4,500,000 .
157,890 257,837
(51,597) (224,316)
- 33,000
(78,553) (82,167)
(2,877,247) 18,856,822
(1,599,607)  (6,788,527)
(56,882)  (2,798,786)
- 463,261
48,045 (139,675)
(4,564,244) 9,510,928
- (1,139,900)
(308,608)  (4,348,231)
51,597 224,316
(257,011)  (5.263,815)
(157,890) (285,125)
{1,452,974) -

{1,610,864) (285,125)
(6,432,119) 3,961,988
6,971,408 3,009,420
539,289 6,971,408

5
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Terna Bahrain Holding W.L.L.

STATEMENT OF CHANGES IN EQUITY
For the Year Ended 31 December 2009

"Retained

earnings

Share Statutory (accumulated
capital reserve losses) Total
BD BD BD 8D
Balance at 1 January 2009 847,742 35,810 171,805 1,085,157
Comprehensive loss for the year - - {4,684,846) (4,684,846)
Balance at 31 December 2009 847,742 35,610  (4,513,041) (3,629,689)
Balance at 1 January 2008 847,742 35,610 320,493 1,203,845
Comprehensive loss for the year - - (148,688) (148,688)
Balance at 31 December 2008 847,742 35,610 171,805 4,055,157

The attached notes 1 to 18 form part of these financial statements.

6




Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

1 ACTIVITIES P
- Terna Bahrain Holding W.L.L. ("the Company") is a limited liability company incorporated in the
Kingdom of Bahrain on 23 November 2008 and is registered with the Ministry of Industry and
Commerce under commercial registration (CR) number 63267. The Company acts as a holding
company and carries out its business activities through its subsidiaries, branches, divisions and
investments in other entities. The Company also carries out contracting activities.

The Company is a wholly owned subsidiary of Terna Overseas Limited, a company incorporated in
and operating under the laws of Cyprus . The ultimate parent company is Terna SA, a company
incorporated in and operating under the laws of Greece. The ultimate holding company's registered
office is at 85 Mesogeion Avenue, T.K. 115-26, Athens, Greece.

The Company's registered office is at Building 418, Road 3207, Block 332 P.0Q. Box 54368, Manama,
Kingdom of Bahrain.

The financial statements were authorised for issue in accordance with a resolution of the Board of
Directors on 23 March 2010.

The Company has the following subsidiaries and associate:

Date of
W Country of Ownership effective
Name “V'2 -incorporation  interest control Principal activity

Subsidiaries
PCC Terna Contracting Kingdom of 80% 23 March  Contracting and construction
Company W.L.L. ("PCC. Bahrain 2007 business.
Terna")
Terna Contracting Kingdom of 99.99% 2 April 2008 Contracting and construction
Capital Company Bahrain business.
W.L.L ("Terma
Terna MEP Capital Kingdom of 70% 5 October  Contracting of mechanical
W.L.L. ("Terna MEP") Bahrain 2008 and electrical business.
Associate
Hamriya Cement United Arab 40% 19June  Production and sale of
Company FZC Emirates 2007 cement.

These are the financial statements of the Company only and have been prepared to determine the
operating results of the Company's activities. The ultimate parent company has prepared consolidated
financlal statements incorporating the financial statements of the subsidiaries and accounting for the
associated company on an equity basis. As permitted by IAS 27 "Consolidated and Separate Financial
Statements”, no consolidated financial statements of the Company have been prepared.




Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

2 FUNDAMENTAL ACCOUNTING CONCEPT

Although the Company has a deficiency of assets and net current liabilities at the statement of financial
position date, the financial statements have been prepared under the going concern assumption as the
parent company has agreed to extend financial support to enable the Company to meet its liabilities to
third parties as and when they fall due.

The accumulated losses of the Company at the statement of financial position date exceeded its share
capital. The Bahrain Commercial Companies Law requires that in such situations, an Extraordinary
General Meeting of the shareholders should be corvened at which the shareholders resolve whether or
not to continue the operations of the Company. This meeting has not been convened till date.

3 SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
These financial statements have been prepared under the historicat cost convention.

The financial statements have been presented in Bahrain Dinars, being the functional currency of the
Company.

Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) is§@p’d by the Intarnational Accounting Standards Board (JASB) and in conformity
with the Bahrain Commertial Companies Law.

Changes in accounting policies and procedures
The accounting policies are consistent with those used in the p‘revious year, except that the Company
has adopted the following new and amended IFRS and IFRIC interpretations:

- Amendments to IFRS 1 First-time Adoption of International Financial Reporting Standards and
Consolidated and Separate Financial Statements effective 1 July 2009 (early adopted)

- IFRS 2 Share-bassd Payment: Group Cash-setfled Share-based Payment Transactions
effective 1 January 2010 (early adopted)

- IFRS 7 Financial Instruments: Disclosures effective 1 January 2009

= IFRS 8 Operating Segments effective 1 January 2009

- IAS 1 - Presenlation of financial statemsnis (Revised) effective 1 January 2009

- IAS 32 Financial Instruments: Presentation and IAS 1 Puttable Financial Instruments and
Obligations Arising on Liquidation effective 1 January 2009

- IFRIC 9 Remeasurement of Embedded Derivatives and I1AS 39 Financial Instruments:
Recognition and Measurement effective for periods ending on or after 30 June 2009
IFRIC 15 Agreement for the Construction of Real Estate 1 January 2009

- IFRIC 18 Hedges of a Net Investment in a Foreign Operation, effective 1 October 2008

- Improvements to IFRSs

When the adoption of the standard or interpretation is deemed to have an impact on the financial
statements or performance of the Company, its impact is described below:
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Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

3 SIGNIFICANT ACCOUN:TING POLICIES (continued)

Changes in accounting policies and procedures (continued)

IFRS 7 Financial Instruments: Disclosures

The amended standard requires additional disclosures about fair value measurement and liquidity risk.
Fair value measurements related to items recorded at fair value are to be disclosed by source of inputs
using a three level fair value hierarchy, by class, for all financial instruments recognised at fair value. In
addition, a reconciliation between the beginning and ending balance for level three fair value
measurements is now required, as well as significant transfers between levels in the fair value
hierarchy. The amendments also clarify the requirements for liquidity risk disclosures with respect to
derivative transactions and assets used for liquidity management.

IAS 1 Presentation of Financial Statements

The revised standard separates owner and non-owner changes in equity. The statement of changes in
equity includes only details of transactions with owners, with non-owner changes in equity presented in
a reconciliation of each component of equity. In addition, the standard introduces the statement of
comprehensive income: it presents ali items of recognised income and expense, either in one single
statement, or in two linked statements. The Company has elected to present one single statement.

improvements to IFRSs

In April 2009 the Board issued its first omnibus of amendments to its standards, primarily with a view to
removing inconsistencies and clarifying wording. There are separate transitional provisions for each
standard. The adopti&h‘;pf the following amendment resulted in changes to accounting policies but did
not have any impact on théfiancial position or performance of the Company. The principal effects of
the changes are as follows: '

IAS 18 Revenue
The Board has added guidance (which accompanies the standard) to determine whether an entity is
acting as a principal or as an agent. The features to consider are whether the entity:

Has primary responsibility for providing the goods or service
Has inventory risk

Has discretion in establishing prices

Bears the credft risk

r

The.Company has assessed its revenue arrangements against these criteria and concluded that it is
acting as principal in all arrangements. The revenue recognition accounting policy has been updated
accordingly.

Other amendments resulting from Improvements to IFRSs to the following standards did not have any
impact on the accounting policies, financial position or performance of the Company:

- IFRS 2 Share-based Payment

- IFRS 5 Non-current Assets Held for Sale and Discontinued Operations

- {IFRS 7 Financial Instruments: Disclosures

- IFRS 8 Qperating Segment Information

- IA8 7 Statement of Cash Flows

- IAS 8 Accounting Policies, Change in Accounting Estimates and Error

- IAS 10 Events after the Reporting Period

- JAS 19 Employse Benefits

- IAS 20 Accounting for Government Grants and Disclosures of Government Assistance

- IAS 27 Consolidated and Separate Financial Stalements

- IAS 34 Interim Financial Reporting

- |AS 39 Financial Instruments: Recognition and Measurement

- IAS 40 Investment Properties

- IFRIC 9 Reassessment of Embedded Derivatives

- IFRIC 16 Hedge of a Net investment in a Foreign Operation
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Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Investments in subsidiaries and an associate
Investments in subsidiaries and associate are carried at cost less provision, if any, for impairment.

Subsidiaries
Subsidiaries are entities, including unincorporated entities such as partnerships, that are controlled by
the Company.

Associate
Associate is an entity over which the Company exercises significant influence and which is neither a

subsidiary nor a joint venture.

Foreign currencies

The Company's financial statements are presented in Bahraini Dinars (BD), which is also the functional
currency of the Company. That is the currency of the primary economic environment in which the
Company operates. Transactions in foreign currencies are initially recorded at the functional currency
rate prevailing at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rate ruling at the statement of financial position
date. All differences are taken to the statement of comprehensive income. Non-monetary items that are
measured in terms of historical cost in a foreign currency are franslated using the exchange rates as at
the dates of the initiakfransactions.

gt
A
VA e e -

Financial Assets '
The Company's financial assets include bank balances, cash and short term deposits, trade and other
receivables and amounts due from related parties and associate.

Initial recognition
Financial assets are recognised initially at fair value plus, in the case of investments not at fair value
through profit or loss, directly attributable transaction costs.

Contract and other receivables

Trade and other receivables are stated at original invoice amount less a provision for any uncollectible
amounts. Subsequent to initial recognition these are carried at amortised cost using effective interest
rate_method. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off when there is no possibility of recovery.

Cash and cash equivalents
For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in hand,
bank balances, and short-term deposits with an original maturity of three months or less, net of
outstanding bank cverdrafts.

Impairment and uncollectibility of financial assets

An assessment is made at each statement of financial position date to determine whether there is
objective evidence that a specific financial asset may be impaired. If such evidence exists, any
impairment loss is recognised in the statement of comprehensive income. For assets carried at cost,
impairment is the difference between carrying value and the present value of future cash fiows
discounted at the current market rate of return for a simitar financial asset.

Financial liabilities
The Company’s financial liabilities include term loan, amounts due to related parties and trade and
other payables.




Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

3 SIGNIFICANT ACCOUNTING POLICIES (continued)

Interest bearing loans and borrowings _

All loans and borrowings are initially recognized at fair value of the consideration received less directly
attributable transaction costs. After initial recognition, interest-bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest method.

Gains and losses, other than the borrowing costs eligible for capitalization, are recognized in the
statement of comprehensive income when the liabilities are derecognized as well as through the
amortisation process.

Trade and other payables

Liabilities for trade and other amounts payable are carried at cost, which is the fair value of the
consideration to be paid in the future for goods and services received, whether or not billed to the
Company.

Offsetting of financial instruments

Financial assets and financial liabilities are offset and the net amount reported in the statement of
financial position if, and only if, there is a currently enforceable legal right to offset the recognised
amounts and there is an intention to settle on a net basis, or to realise the assets and settle the
liabilities simultaneously.

Fair vatue of financial instruments

The fair value of findrgial,.instruments that are actively traded in organised financial markets is
determined-by reference to quoted market bid prices at the close of business on the statement of
financial position date. For financial instruments where there is no active market, fair value is
determined using valuation techniques. Such techniques may include using recent arm’s length market
transactions; reference to the current fair value of another instrument that is substantialty the same;
discounted cash flow analysis or other valuation models.

Amortised cost of financial instruments

Amortised cost is computed using the effective interest method less any allowance for impairment and
principal repayment or reduction. 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.

Deracognition of financial instruments

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

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

- the Company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without materiat delay to a third party under a
‘pass-through’ arrangement; and either (a) the Company has transferred substantially all the
risks and rewards of the asset, or (b) the Company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires.

Pravisions
Provisions are recognised when the Company has a present obligation (legal or constructive) arising

from a past event and the costs to settle the obligation are hoth probable and able to be reliably
measured.

11
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NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

3 SIGNIFICANT ACCOUNTI'\'I’"G POLICIES (continued)

Contract revenue
Contract revenue is recognised under the percentage of completion method.

When the outcome of the contract can be reliably estimated profit is recognised by reference to
completion of the physical propertion of the contract work. When the contract is at an early stage and
its outcome cannot be reliably estimated, revenue is recognised to the extent of costs incurred up to the
year-end, which is considered recoverable. Revenue arising from contract, variations/claims is not
accounted for unless it is probable that the customer will approve the variations/claims and the amount
of revenue arising from the variation/claims can be measured reliably.

The aggregate of the costs incurred and the profit/ioss recognised on the contract is compared against
the progress billings up to the year-end. Where the sum of the costs incurred and recognised profit or
recognised loss exceeds the progress billings, the balance is shown as due from customers for
construction contracts. Where the progress billings exceed the sum of costs incurred and recognised
profit or recognised loss, the balance is shown as due to customers for construction contracts.

Interest income
Interest income is recognised as interest accrues (using the effective interest method) unless collection
is in doubt. '

A1

4 STANDARDS {§SUED BUT NOT YET EFFECTIVE

Standards issued but not yet effective and not early adopted up to the date of the issuance of
Company's financial statements are listed below:

- IFRS 2 Share-based Payment: Group Cash-settled Share-based Payment Transactions
effective 1 January 2010

- IFRS 3 Business Combinations (Revised) and IAS 27 Consolidated and Separate Financial
Statements {Amended) effective 1 July 2009 including consequential amendments to IFRS 7,
IAS 21, IAS 28, IAS 31 and IAS 39

{AS 39 Financial Instruments: Recognition and Measurement — Eligible Hedged ltems effective
1 July 2009
. IFRIC 17 Distributions of Non-cash Assets to Owners effective 1 July 2009

- IFRIC 18 Transfers of Assets from Customers effective 1 July 2009

It is not expected the implementation of these revisions and amendments will have any impact on the
Company's financial performance or position.

5 SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES

The preparation of the Company's financial statements requires management to make judgments,
gstimates and assumptions that affect the reported amounts of revenues, expenses, assets and
liabilities, and the disclosure of contingent liabilities, at the reporting date. However, uncertainty about
these assumptions and estimates could result in outcomes that require a material adjustment to the
carrying amount of the asset or liability affected in future periods.

The key assumptions concerning the future and other key sources of estimation uncertainty at the
statement of financial position date, that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:




Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009

5 SIGNIFICANT ACCOUNTING JUDGMENTS AND ESTIMATES (continued)

Impairment of investment in subsidiaries and an associate

The Company reviews its investments in subsidiaries and an associate at each period-end to determine
if there is any evidence of impairment. The investments are considered impaired if there has been a
significant prolonged decline in the entity's performance or where other objective evidence of
impairment exists. In addition the Company evaluates other factors, including future cash flows and
discount factors for simitar investments.

6 INVESTMENT IN SUBSIDIARIES
Percentage 2009 2008
holding BD BD
PCC Terna 80% 400,000 400,000
Terna Contracting 99.99% 999,900 999,800
Terna MEP 70% 140,000 140,000

1,539,900 1,539,900

7 INVESTMENT IN AN ASSOCIATE

Percentage 2009 2008

”‘f{f;,@;'.! holding BD BD

Hamriya Cement Company FZC 40% 8,876,754 8,568,146
Less: provision for impairment {4,500,000) -

4,376,754 8,568,146

During the period the company was required to invest a further BD 308,608 (2008: BD 4,348,231) in the
associate to further its operations. The Company's holding in the associate did not change.

8 AMOUNTS DUE FROM RELATED PARTIES

2009 2008

P BD BD
Parent company 1,848,292 5,306,064
Subsidiaries:
PCC Terna 6,870,405 1,861,804
Terna MEP 120,242 120,142
Group Companiles:
Terna Qatar Company L.L.C 48,139 -
Malcem Construction Materials 539 -

8,887,617 7,288,010

For terms amd conditions please refer note 15.

13



Terna Bahrain Holding W.L.L.

NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2009 '

9 AMOUNTS DUE FROM AN ASSOCIATE '
2009 2008

BD BD
Hamriya Cement Company FZC 2,901,879 2,844,997

For terms amd conditions please refer note 15.

10 BANK BALANCES AND CASH

Cash and cash equivalents included in the statement of cash flows comprise of the following statement
of financial position amounts:

2009 2008

BD BD

Cash in hand : 4 900
Bank balances 521,667 279,008
Short term deposits 17,618 . 6,691,502

539,289 6,971,408

\.*'}‘

Gfoi Auy . B , .
Short term deposits comprise 'of term deposits which are made for periods varying between 1 - 30 days
earning interest at an effective interest rate of 3.25% (2008: 3.25%).

Bank balances denominated in currencies other than Bahraini Dinars are as follows

2009 2008
BD BD
Euro 518,772 17,386
UAE Dirhams _ 15 15
US Dollars 63 65
) 518,850 17,466
11 SHARE CAFPITAL

2009 2008
BD 8D

Authorised, issued and fully paid:
8,500 ordinary shares of Euro 200 each 847,742 847,742

12 STATUTORY RESERVE

As required by the Bahrain Commercial Companies Law, 10% of the profit for each financial year must
be transferred to the statutory reserve. The Com pany may resolve to discontinue such annual transfers
when the reserve equals 50% of the issued share capital. The reserve cannot be utilised for the
purpose of distribution except in such circumstances as stipulated in the Bahrain Commercial
Companies Law. No transaction has been made in either the current or prior periods due {o losses

13 TERM LOAN

This is a loan from the parent company, denominated in US Dollars, which carries interest at a rate of
LIBOR plus 1.2% per annum and is repayable before 20 September 2012. The effective interest rate at
31 December 2009 was 1.88% (2008: 4.66%) per annum. Accrued Interest payable on the loan is
included within amounts due to related parties. The term loan is unsecured,
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14 AMOUNTS DUE TO RELATED PARTIES

Ultimate parent company

Group Companies:
Terna Qatar
Terna Abu Dhabi
Terna SA Sharjah

Subsidiary:

Terna Contracting

2009 2008

BD BD
132,240 2,629,399
12,485,258 14,938,027
1,346,656 1,346,296
320,952 573,855
3,298,600 973,376
17,583,706 20,460,053

The payable to Terna Qatar Company L.L.C. (Terna Qatar) represents amounts received for short term
cash facilitation of the Company and is denominated in Bahraini Dinars.

For terms and conditions please refer note 15.

15 RELATED PARTY TRANSACTIONS
T

3

Related parties represéﬁt"f'hé' 'parent company, the ultimate parent company, the subsidiaries, the
associate, key management personnef of the Company, and entities controlled, jointly controlled or

significantly influenced by such parties.

See note 8 for amounts due from related parties.

See note 9 for amounts due from an associate.

See note 13 for long term loan payable to parent company.
See note 14 for amounts due to related parties.

Traﬁéactions with related parties included in the statement of
are as follows:

31 December 2009

Parent Company
Group companies

comprehensive income during the year

31 December 2008

Parent company
Group companies

Contract Finance Staff
revenue charges costs
8D BD BD
= 1 571890 -
- 157,890 -
- 257,837 -
248,623 - 183,838
248,623 257,837 183,838
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15 RELATED PARTY TRANSACTIONS (continued)

The sales and purchases from related parties are made on terms agreed by the management of the
Company. Outstanding balances at the period end are unsecured, interest free and settlement occurs
in cash. There have been no gurantees provided or received for any related party receivables or
payables. For the period ended 31 December 2009, the Company has not recorded any impairment of
receivables relating to amounts owed by related parties.

Compensation of Key management personne!
The remuneration paid to a director during the year ended 31 December 2009 was as follows:

2009 2008
- BD BD
Short term benefits 32,609 30,000

16 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Introduction
The Company manages risk through a process of ongoing identification and monstonng of risks it faces.
The Company is expg$ed to mterest rate, liquidity, credit risks and currency.

Board of Dlrectors
The Board of Directors is responsible for the overall risk management approach and for approving the
risk strategies and principles.

Interest rate risk
The Company is exposed to interest rate risk on its interest bearing short-term deposits and term loan,
The effective interest rates are disclosed in the respective notes abave,

The following table demonstrates the net sensitivity to a reasonably possible change in interest rates
(income and expense netted), with all other variables held constant, an the Company's profit:

g
Increase /
decrease in Effect on
basis points profit
BD
2009
+ 50 (21,050)
- 50 21,050
2008
+ 50 4,943
- 50 {4,943)
Liquidity risk

Liquidity risk (also referred to as funding risk) is the risk that an enterprise will encounter difficulty in
raising commitments associated with financial liabilities.

The Company limits its liquidity risk by ensuring that bank facilities are available. The Company's terms
of sale require amounts to be paid within 60-80 days from the date of invoice. Trade accounts payable
are normaily settied within 60 days of the date of purchase. The tabie below summarises the maturities
of the Company's undiscounted financial liabiiities at period-end, based on payment dates and current
market interest rates.

E¥ ]
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16 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (continued)

Liquidity risk (continued)
31 December 2009

Less than 3 3o 12 1to5 Morethan b
months  months years years Total
BD BD 5D BD BD
Amounts due to related parties 17,583,706 - - - 17,583,706
Trade payables and accruals 96,728 - - - 96,728
Term loan 20,096 61,406 4,419,935 - 4,501,437
Total 17,700,530 61,406 4,419,935 - - 22,181,871
31 December 2008
Less than 3 3to12 1to5 Morethan5
months  months years years Total
BD 8D BD BD BD
Amounts due to related parties 20,460,953 - - - 20,460,953
Trade payables and accruals 48,683 - - - 48,683
Term loan 90,5635 276,635 6,712,970 - 7,080,140
, w5,
Total G, 20,600,171 276,635 6,712,970 - 27,589,776
Credit risk

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

The Company is exposed to credit risk on its bank balances including short-term deposits, amounts
due from subsidiaries, amounts due from an associate and receivables. The Company places its
deposit with banks having a good credit rating.

The company has receivables of BD 11,789,496 (2008: BD 10,133,007) due from related parties. All
the receivables are without security which renders them fully exposed to credit risk due to default by the
counterparties.

With respect to credit risk arising from the other financial assets of the Company, inciuding bank
balances and cash and other receivables, the Company's maximum exposure is equal to the carrying
amount of these balances ‘at the statement of financial position date as reflected in the statement of
financial position.

Forelgn currency risk

The Company is exposed to currency risk on its inter company balances with related parties
denominated in Euros.

A=
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16 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued)

Foreign currency risk

The net sensitivity to a reasonably possible change in Euro/Bahraini Dinar exchange rate with all other
variables held constant, of the Company's profit due to change in the fair value of amounts due to and
from related parties is as follows:

Increase/
decrease
in Euro rate
fo the Effect on
Bahraini profit
Dinar BD
31 December 2009 +50 83,197
-5%, (83,197)
31 December 2008 +5% 74,168
-5%, (74,168)

The Company also has balances denominated in United Arab Emirates Dirhams (AED} and United
States Dollars (USD). Both the Bahraini Dinar and the AED are pegged to the United States Dollar, thus
no significant foreign cuirr_ency risk exists against these balances.

Gheeo oL
Capital man’iagement
The primary objective of the Company's capital management is to ensure that it maintains healthy
capital ratios in order to support its business and maximise shareholder vaiue and run its operations
with funds generated from operations and minimise borrowings

The Company sets the amount of capital in proportion to risk. The Company manages the capital
structure and makes adjustments to it in the light of changes in business conditions. In order to
maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to the
shareholders.

17 FAIR VALUES OF FINANCIAL INSTRUMENTS
Finaﬁgial instruments comprises of financial assets and financial liabilities.

Financial assets consist of bank balances, short-term deposits and cash, other receivables, amounts
due from related parties, amounts from an associate, investment in subsidiaries and investment in an
associate. Financial iiabilities consist of trade payables, amounts due to related parties and long term
loan.

The fair values of financial assets and financial liabilities are not materially different from their carrying
values at the statement of financial position date.

18 COMPARATIVE FIGURES
Certain comparative figures for the previous year have been reclassified to conform with the

presentation in the current period. Such reclassifications do not affect previously reported retained
earnings or shareholders’ equity.
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