CHAIRMAN'S REPORT

Dear Shareholders,

On behalf of the Board of Directors, it gives me great pleasure to place before you the unaudited
consolidated financial statements of A'Shargiya Investment Holding Company (SAOG) and its
subsidiary, Qalhat Real Estate Investments & Services, LLC (QREIS) for the six months ended 30
June 2011.

Your company, A'Shargiya Investment Holding Co (SAOG) has made a profit of RO387,871for the
six months ended 30 June 2011, compared to RO 206,620made in the same period last year. The
Company’s operating income registered RO 712,313 - 13.8% increase,from RO 625,771in the
corresponding period last year. The earnings per share has increased to RO 0.00485 on share capital
base of RO 8 million and is up by 87.7 % against RO 0.00258 in the corresponding period of
previous year. The total shareholders' funds have increased by 9.7 % during the period to RO 14.303
million from RO 13.038million in the corresponding period of 2010.

The second quarter 2011 was challenging for global markets, such as mixed corporate earnings,
growing inflation, higher unemployment in developed nations and growing inflation concerns in the
emerging markets. The economic instability in Europe and the impending US debt issues continued
to haunt the market performance during the last quarter. Post regional unrest during Q1, the GCC
markets saw volatility continuing during the second quarter too. However, we have managed a
healthier increase in our earnings during this period.We will continue to maintain a cautious view on
all assets for achieving risk adjusted returns for the full year.

On behalf of the Board of Directors, | would like to express our sincere gratitude to His Majesty
Sultan Qaboos bin Said for his wise leadership of the country. I thank the shareholders for their
continued support to us. My appreciation also goes to the management and staffs of the company for
their contributions to the Company’s success.

Dr. Hamed Hashim Al Dhahab
Chairman



A'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBSIDIARY

UN-AUDITED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD ENDED 30 JUNE 2011

30 June 2011
Note Parent Group
RO RO
INCOME
Net gain on sale of available-for-
<ale financial 13 (8.033) (8,033
Lease income - 333,423
Net gains/(loss) on financial assets at fair value
through profit or loss
- realised (16,036) (26,036)
- unrealised 8 (99,197} (99,187)
Interest income 102,310 4,539
Dividend income 423,288 413,288
Other income 46,145 84329
Operating income 438480 712,313
EXPENSES
Interest & finance expenses (68,956) (65,961)
Staff cost 17 (113,044) (149,210}
Depreciation 3 (2,685) (2,788)
(General administrative expenses 18 (55,275) (31,751)
Impairment on available-for-sale 13
. - -
Operating expenses (239,960) (302,712)
Profit before taxation 198,520 409,601
Taxation 19 - (21.730)
Profit for the period 198,520 357.871
Other comprehensive income:
Met change i fair value of
available. forsale f Al 13 153,066 153,066
Total comprehensive income for
the period 351586 540.937

Earnings per share 20 0,003 0005




A'SHARQIVA INVESTMENT HOLDING CO. SAOG AND ITS SUBSIDIARY

TUN-AUDITED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE PERIOD ENDED 30 JUNE 1011

Note

INCOME

Net gain on sale of available-for- 13
sale financial assets

Leasze income

Net gains/{less) on financial assets at fair value
through profit or loss

- realised

- unrealised o
Interest income

(Other income

Operating income

EXPENSES

Interest & finance expenses

Staff cost 17
Depreciation 5

General admimistrative expenses 18
Impairment on available-for-sale 13
financial assets

Operating expenses

Profit before taxation

Taxation 19
Profit for the period

Other comprehensive income:

Net change in fair value of
available- for-sale financial assets

Total comprehensive income for
the period

Earnings per share 20

30 June 2011
Parent Group
RO RO

(8,033) (5,033

- 333,423
(26,036) (26,036)
(99,197) (99.197)
102310 4,539
425,188 413,288
46,148 84,320
438480 712,313
(68,056) (68.262)
(113,044) (149.210)
(2,685) (2,788)
(55,17%) (81,752)
(239.960) (302,712)
198,520 419,601
- (21.730)
198.520 387.871
153,066 153,066
351.586 540,937

0,002




A'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBSIDIARY

UN-AUDITED CONSOLIDATED CASH FLOW STATEMENT

FOR THE PERIOD ENDED 30 JUNE 2011

Operating activities :
Profit before taxation
Adjustments for:

D L

Net unrealised (gain) / loss on financial assets at fair value through

profit or loss

Imparment on available-for-sale financial assets
End of service benefits

Profit on disposal of property and equipment
Interest expense

Operating profit before changes in working capital
Changes in worling capital :

Prepayments and other receivable

Accruals and other payables

Lease receivables

Financial assets at fair value through profit or
loss

Avalable-for-sale financial assets

Cash generated from operations

Income tax paid

End of service benefits paid

Interest paid

Net cash from operating activities

Investment activities :

Procesds from disposal of property and equipment
Additions to fixed assets

Net cash used in investment activities

Financing activites :

Bomowings

Dividends payment

Net cash (used in) financing activities

Net increase’ (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Cash and cash equivalents at end of the

. 10
period

30 June 2011
Parent Group
RO RO

198,520 409,601
1,685 1,788
99,197 99,197
8,113 9,713
68.956 63,962
377,581 590,271
(25,408) (78,735)
(513,176) (518,076)
- 15,360
224,794 224,794
129,946 -
(1.064,724) (1.064.724)
(870.958) (831,110)
- (43.215)
(1,534) (1,534)
(68.936) (68.961)
(841.478) (944.821)
(295) (295)
(295) (295)
942,253 942,253
(560,000) (560,000)
382,253 382,253
(559,520) (562,863)
858,618 916,817

— 29008 35394
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A'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBSIDIARY

UN-AUDITED CONSOLIDATED FINANCTAL OF CHANGES IN EQUITY
FOR THE PERIOD ENDED 30 JUNE 2011

Parent company

Note Share capital Legal Reserve Fair value ressrve Retained eamings Total
RO RO RO RO RO
At 1 Jammary 2010 8,000,000 1,067,761 1,759,205 1,409,577 12,236,543
Comprehensive income
Profit for the period - - - (88,025) (88,025)
Other comprehensive income
Net release to statement of comprehensive
income on sale of available-for-sale financial 13 - - (204.08%) - (294.089)
assets
Change m far value of available-for-sale
financial assets 13 - - 29.927) - (20927)
Impairment through statement of comprehensive - -
income on available-for-sale financial assets 13 . - 112,500 . 112,500
Deferred tax on available-for-sale financial 13
assels . - - . -
Share of profits from subsidiary 13 - - - - -
Total other comprehensive income - - (211.516) - (211.516)
Total comprehensive income - - (211,516) (88,025) (299 541)
Transfer to legal reserve 12 - - - -
Dividend paid - - - - -
At 30 June 2010 8.000.000 1.067.761 1,547 689 1321552 11.937.002
At 1 Jamuary 2011 8,000,000 L094,5090 2,424,000 1,650,306 13,168,815
Comprehensive income
Profit for the period - - - 195.520 198,520
Other comprehensive income
Net release to statement of comprehensive
income on sale of available-for-sale financial - - (18,230 - (18,232
assets
Change in fair value of available-for-sale
= LR R 7.3
financial assets 13 - - 171,298 171,298
Impairment through statement of comprehensive 3
income on available-for-sale financial assets . - - . -
Deferred tax on available-for-sale financial 13
assets . - - : -
Share of profits from subsidiary 13 - - - - -
Total other comprehensive income - - 153,066 - 153,066
Total comprehensive income - - 153,066 198,520 351,586
Cash dividends - - - (560,000) (60,0000
Transfer to legal reserve 12 - 19,852 - (19.852) -
At 30 June 2011 2,000,000 1114361 1377066 1268974 12960401



A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

1 Legal status and principal activities

A’ Shargiya Investment Holding Co. SAOG (the Parent Compasyncorporated in the Sultanate of Oman as a public joimtlstompany and is principally engaged i
investment related activities. The shares of tirefRa&Company are listed on the Muscat Securitiesbdta

The Company has an investment in a wholly owned subsidialyg@&eal Estate Investments & Services LLC (the Subsidliarlimited liability company incorporated in
the Sultanate of Oman. The principal activitieshef Subsidiary are real estate investment and deweint and the leasing and maintenance of reakqstaperties.

The Parent company and its subsidiary are togetifierred to as the “group”.
2 Summary of significant accounting policies

These consolidated financial statements have been ptepagecordance with International Financial Reportingn8tads (IFRS), the requirements of the Commerc
Companies Law of 1974, as amended and the diselosguirements of the Capital Market Authority leé tSultanate of Oman.

2.1 Basis of preparation

The consolidated financial statements are prepared onistribal cost basis, as modified by the revaluation of latdé-for-sale financial assets and financial assetsiat
value through profit or loss.

The preparation of consolidated financial statements imfaranity with IFRS requires the use of certain critical agoting estimates. It also requires management
exercise its judgement in the process of applying the g@gcounting policies. The group makes estimates and assms:goncerning the future. The resultin
accounting estimates will, by definition, seldom equal takated actual results. The areas where accounting asgursEnd estimates are significant to the financi
statements are disclosed in notes 3.3 and 4.

Standards and amendments effective in 2011 and refent for the group's operations:

IFRS 9, Financial instruments part 1: Classifica@md measurement, (effective on or after 1 Jan2@t®), however, we have effected from 1 Januaiyl 20

2.2 Consolidation

Subsidiaries

Subsidiaries are all entities (including special purpagéies) over which the group has the power to govern thenfiied and operating policies generally accompanying
shareholding of more than one half of the voting rights. Tkistence and effect of potential voting rights that are ently exercisable or convertible are considered wh
assessing whether the group controls another entity. Siabisis are fully consolidated from the date on which cdritdransferred to the group. They are de-consolidat
from the date that control ceases.

The purchase method of accounting is used to account forciipgisition of subsidiaries by the group. The cost of an asitjan is measured as the fair value of the ass
given, equity instruments issued and liabilities incuroeéissumed at the date of exchange, plus costs directlgwtibile to the acquisition. Identifiable assets acquiretl ¢
liabilities and contingent liabilities assumed in a busgeombination are measured initially at their fair valuetha acquisition date, irrespective of the extent of a
minority interest. The excess of the cost of acquisitionrdkie fair value of the group’s share of the identifiable netets acquired is recorded as goodwill. If the cost
acquisition is less than the fair value of theastets of the subsidiary acquired, the differemcedognised directly in the income statement.

Inter-company transactions, balances and unrealiseds gairtransactions between group companies are eliminateckalised losses are also eliminated. Accounti
policies of subsidiaries have been changed wheressary to ensure consistency with the policieptadioby the group.

2.3 Segment reporting

Operating segments are reported in a manner consistentheitinternal reporting provided to the chief operating dieci-maker. The chief operating decision-maker, wi
is responsible for allocating resources and assgggrformance of the operating segments, hasitleatified as the Investment Committee that makesgegic decisions.

2.4 Financial assets

The group classifies its financial assets in the followirsgegories: financial assets at fair value through profitogs, available-for-sale financial assets and loans ¢
advances. Management determines the classificafiis investments at initial recognition.

2.4.1Financial assets at fair value through profit or Iess

Financial assets at fair value through profit or loss ararfiial assets held-for-trading. A financial asset is di@ssin this category if acquired principally for the pugms
of selling in the short-term. Derivatives are atstegorised as held for trading unless they anguiged as hedges. Assets in this category arsifidaisas current assets

Financial assets at fair value through profit or loss argalty recognised at fair value. Transaction costs retatim financial assets carried at fair value through profit
loss are expensed in the statement of comprehensive in¢onamcial assets at fair value through profit or loss aressgbently carried at fair value. Gains or losses arisi
from changes in the fair value of financial assets at faingahrough profit or loss category are presented in the retaieof comprehensive income in the period in whi
they arise.
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A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

2.4.2 Available-for-sale financial assets

Available-for-sale financial assets are non-derivatived are either designated in this category or not claskifieany of other categories. They are included in non-carr
assets unless the investment matures or management iriteddgpose of it within 12 months of the end of the reportingigik Available-for-sale financial assets ar
initially recognised at fair value including transactioosts. Available-for-sale financial assets are subsetueaitried at fair value. Changes in the fair value of avdéab
for-sale financial assets are recognised in equity. Whenrgees classified as available-for-sale are sold or imgah the accumulated fair value changes recognisec
equity are included in the statement of comprelvenisicome as ‘gains and losses on available-ferfsahncial assets’.

Fair value of unquoted investments cannot be determindibuitextensive, subjective, judgmental and possibly dp&ea estimates by the group. Such investments
measured at cost less estimated impairment losses.

2.4.3Loans and receivables

Loans and receivables are non-derivative financial assigitsfixed or determinable payments that are not quoted ia&tive market. They are included in current asse
except for maturities greater than 12 months after the ernttieofeporting period. These are classified as non-curigsgta. The group’s loans and receivables compi
lease receivables, other receivables and cash and castaleqts. Receivables are recognised initially at fair ggllus transaction costs that are directly attributabléédrt
acquisition origination. They are subsequently mezat amortised cost using the effective intaresthod, less provision for impairment.

2.4.4 Derecognition

Financial assets are derecognised when the rights to eecsish flows from the investments have expired or have beersfarred and the group has transferr
substantially all risks and rewards of ownership.

2.5 Impairment and uncollectability of financial assets

An assessment is made at each balance sheet date to detetmther there is objective evidence that a specific fir@resset or group of assets may be impaired. If st
evidence exists, the estimated recoverable amount of Hsat & determined and any impairment loss, based on theresn value of future anticipated cash flows,
recognised in the statement of comprehensive income

A financial asset or a group of financial assets is impairedian impairment loss is incurred if, and only if, there isdevice of impairment as a result of one or more eve
that occurred after the initial recognition of the asseb&slevent) and that loss event (or events) has an impact @stineated future cash flows of the financial asset
group of financial assets that can be reliablynestd.

Objective evidence that a financial asset or grafugissets is impaired includes observable datacthraes to the attention of the group about thedalig loss events:

«significant financial difficulty of the issuer obtigor;

«a breach of contract, such as a default or delimcy interest or principal payments;

«the group granting to the borrower, for economitegal reasons relating to the borrower’s finandiflculty, a concession that the lender would atfterwise consider;

it becoming probable that the borrower will entankruptcy or other financial reorganisation;

«the disappearance of an active market for thahfiied asset because of financial difficulties; and,

-observable data indicating that there is a measurable aexia the estimated future cash flows from a Company fighrcsets since the initial recognition of tho:
assets, although the decrease cannot yet be identifiedhatimdividual financial assets, including adverse chanigehe payment status of borrowers, or national or lo
economic conditions that correlate with defaultglmassets.

The group first assesses whether objective evidence ofiimpat exists individually for financial assets that ardiindually significant, and individually or collectivelfpr
financial assets that are not individually significanttie group determines that no objective evidence of impaitregists for an individually assessed financial ass
whether significant or not, it includes the asset in finaheissets with similar credit risk characteristics andemtiVely assesses them for impairment. Assets that
individually assessed for impairment and for whachimpairment loss is or continues to be recogrésedot included in a collective assessment ofimgent.

2.6 Impairment of non-financial assets

Assets that are subject to amortisation or depreciatiomesiewed for impairment whenever events or changes in istances indicate that the carrying amount may 1
be recoverable. An impairment loss is recognised for theuarnby which the asset’s carrying amount exceeds its reableamount. The recoverable amount is the higt
of an asset’s fair value less costs to sell and value in usetheopurposes of assessing impairment, assets are grotiieel lawest levels for which there are separate
identifiable cash flows (cash-generating units)nMioancial assets that suffered impairment aréereed for possible reversal of the impairment @he@porting date.
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A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

2.7 Leases

Leases in which a significant portion of the risks and rewarstlownership are transferred by the lessor are classifidthance lease. The group has leased certain prop
where the group has transferred substantialljelrisks and rewards of ownership. Such propemgdsrded as a disposal of property at the incepifdease.

Initially, lease receivables are recorded at the amountetfimvestment in finance leases, which comprises the presdoe of minimum lease payments and ar
unguaranteed residual accruing to the lessor. The preatrd is calculated by discounting the minimum lease paysnesing interest rate implicit in the lease, after takir
initial direct cost incurred into consideration.

Each lease payment is allocated between the lease reasvad finance charges so as to achieve a constant rate outstending lease receivables. The receipts un
finance lease are allocated between reducing lease rétesvand the interest which is included in the statement ofpzehensive income over the lease period so a:
produce a constant periodic rate of interest orreéhrining balance of the lease receivables fdn padod.

2.8 Property, plant and equipment

Property, plant and equipment are stated at cost less atatatiaepreciation. The cost of property, plant and equignsetheir purchase price together with any incident
expenses. The cost of property, plant and equipment isanritown to residual value in equal installments over theneggd useful lives of the assets. The estimated us
lives are:

Office equipment 2to 5 year
Furniture and fixtures 5 year:

The assets’ residual values and useful lives aiewed, and adjusted if appropriate, at each balaheet date.

Where the carrying amount of an asset is greater itls estimated recoverable amount it is writtewrdimmediately to its recoverable amount.

Gains and losses on disposals of property, plant and equipane determined by reference to their carrying amountsaaedaken into account in determining operatir
profit.

2.9 Cash and cash equivalents

For the purpose of cash flow statemes#sh and cash equivalents includes cash in hand, depdsitattell with banks and other short-term highly liquid istraents with
original maturities up to three months or less, badk overdrafts..

2.10 Borrowings

Borrowings are initially recognised at fair value, net @afrtsaction costs incurred. Borrowings are subsequentlytsga amortised cost; any difference between the proce
(net of transaction costs) and the redemption value is résed as interest expense in the statement of comprehensiwae over the period of the borrowings using tt
effective interest method. Borrowings are classified aseru liabilities unless the group has an unconditionditrig defer settlement of the liability for at least 12 montt
after the balance sheet date.

2.11 Other liabilities

Other liabilities are initially measured at failwa and subsequently carried at amortised cosgubmeffective interest method.

2.12 Taxation

Income tax on the profit or loss for the year comprises curaend deferred tax. Income tax is recognised in the stateofer@mprehensive income except to the extent tt
it relates to items recognised directly in equittywhich case it is recognised in equity.

Deferred income tax is provided in full, using the liabilityethod, on temporary differences arising between the tagdaf assets and liabilities and their carrying amou
in the group’s financial statements. However, the defemedme tax is not accounted for if it arises from initial rgodion of an asset or liability in a transaction othe
than a business combination that at the time of the trarsaeffects neither accounting nor taxable profit or lossfeBed income tax is determined using tax rates (a
laws) that have been enacted or substantially enacted balamce sheet date and are expected to apply when the relefietied income tax asset is realised or tl
deferred income tax liability is settled.
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Deferred income tax assets are recognised to the extenit thairobable that future taxable profit will be availablgagnst which the temporary differences can be utilise
Deferred income tax assets and liabilities areedfis there is a legally enforceable right to offsese in Oman.

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

2.13Employees' end of service benefits

End of service benefits are accrued in accordance with thestef employment of the group’s employees at the balanoet stege, having regard to the requirements of t
Oman Labour Law 2003, as amended. Employee entitlementaigedleave and leave passage are recognised when theg aeemployees and an accrual is made for t
estimated liability arising as a result of servioesdered by employees up to the balance sheet date

Contributions to Omani Government Social Security Schemdet Royal Decree No. 72/91 for Omani employees in accoelaith the Omani Social Insurance Lav
1991, are recognised as an expense in the statefmamnprehensive income as incurred.

2.14 Provisions

Provisions are recognised when the group has a presentlegahstructive obligation as a result of past events; it@enikely than not that an outflow of resources wi
be required to settle the obligation; and the amount has tEibly estimated. If the effect is material, provisionre determined by discounting the expected future cz
flows at a rate that reflects current market assenss of the time value of money and, where appatgrthe risks specific to the liability.

Where there are a number of similar obligations, the liladiththat an outflow will be required in settlement is detered by considering the class of obligations as a whc
A provision is recognised even if the likelihoodaof outflow with respect to any one item includedhe same class of obligations may be small.

2.15 Revenue recognition

Interest income is recognised on a time-proportiasis using the effective interest method.

Dividend income is recognised in the period in wahilee entitlement is established.

Maintenance and service income represents thededaialue of services provided by the group dutfiregyear.
Other income is credited to income at the timeffgfoting the transaction.

2.16 Foreign currencies
(a) Functional and presentation currency

Items included in the financial statements of the group aeasured and presented in Rial Omani being the currency giritreary economic environment in which th
group operates.

For information purposes, Rial Omani amounts in these firiistatements have been translated to US Dollar amouats exchange rate of 0.385 Rial Omani to each |
Dollar.

(b) Transactions and balances
Transactions in foreign currencies are translated intd Rmani and recorded at the foreign exchange rate ruling etdtite of the transaction. Monetary assets &
liabilities denominated in foreign currencies, which a@ed at historical cost, are translated into Rial Omanhatforeign exchange rate ruling at the balance sheet d
Foreign exchange differences arising on translation aregrésed in the statement of comprehensive income. Noretapnassets and liabilities denominated in forei
currencies, which are stated at historical costfrnslated into Rial Omani at the foreign exclearage ruling at the date of the transaction.

Changes in the fair value of monetary securities denomihiatéoreign currency classified as available-for-salearalysed between translation differences resulting frt
changes in the amortised cost of the security and other esaimgthe carrying amount of the security. Translation diffices related to changes in amortised cost
recognised in profit or loss, and other changesaimnying amount are recognised in equity.

Translation differences on non-monetary financial assets liabilities such as equities held at fair value througbfip or loss are recognised in the statement
comprehensive income as part of the fair value gain or loemslation differences on non-monetary financial asseth sis equities classified as available-for-sale :
included in the fair value reserve.

2.17 Dividend distribution
Dividend distribution to the group’s shareholders is redsgd as a liability in the group’s consolidated financtakements in the year in which the dividend is approved
the group’s shareholders. Dividend for the yeaaisulated by the group based on the profit avkl&dy distribution after all statutory approprias.

2.18 Directors remuneration

The Directors’ remuneration is governed as set out in the Mandum of Association of the group, the Commercial Comgmhaw and regulations issued by the Capi
Market Authority.

The Annual General Meeting shall determine and approvedimineration and the sitting fees for the Board of Directois iss sub-committees provided that such fe
shall not exceed 5% of the annual net profit after deductioth@ legal reserve and the optional reserve and the disimibof dividends to the shareholders provided th
such fees shall not exceed RO 200,000. The sittieg for each director shall not exceed RO 10,8Gfhe year.

2.19 Trade and settlement date accounting
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All “regular way” purchases and sales of financial asse¢sracognised on the trade date, i.e., the date that the gaamits to purchase or sell the asset. Regular w
purchases or sales are purchases or sales of financia$ sisaetrequire delivery of assets within the time frame galheestablished by regulation or convention in tt
market place.

2.20 Offsetting

Financial assets and financial liabilities are only offaetl the net amount reported in the balance sheet when tharkegslly enforceable right to set off the recognis
amounts and the group intends to either settle et dasis, or to realise the asset and settliéathibity simultaneously.

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

3 Financial risk management
3.1 Financial risk factors

The group’s activities expose it to a variety of financiaks: Market risk (price risk, foreign exchange risk andiiesé rate risk ), liquidity risk and credit risk. As takin
risk is core to the financial business and operational résksan inevitable consequence of any business, the group’ss 40 achieve an appropriate balance between r
and return while minimising the potential advereats on the financial performance.

The Board of Directors defines risk limits and sets suitgidicies in this regard for management of credit risk, ldjty risk as well as market risk relating to the
investment and liability management activities of the groRisk Management is carried out by the Management in aeaocelwith documented policies approved by tl
Board of Directors.

(a) Price risk

The group trades in financial instruments to take advanthgbort-term and long-term capital market movements. iMestment securities present a risk of loss of capit
The group controls this risk through a careful selection exfusities and other financial instruments within spedifienits. The maximum risk resulting from financia
instruments is determined by the carrying amount of thenfire instruments. The group’s overall market positions mmonitored on a daily basis by the Investme
Manager and are reviewed periodically by the Innesit Committee.

(b) Foreign exchange risk

Foreign exchange risk is the risk that any foreign currenmsitpns taken by the group may be adversely affected duelatity in exchange rates. The group’s exposu
to foreign exchange risk arises from recognisedtasd liabilities.

The group manages the risks through regular monitoring efdirrency markets and maintaining appropriate mix of neetasdenominated in foreign currencies
minimise the foreign exchange risk exposure. Witdgeconsidered appropriate

The group is not exposed to foreign exchange risk from nettastenominated in US Dollar or in currencies linked to theldBar as the rate of exchange between the R
Omani and the US Dollar has not changed since January 198@e\¢o, the group is exposed to foreign exchange risk for sstta denominated in other currencies a
mainly from Euro and Indian Rupee.

(c) Interest rate risk
The group’s interest rate risk arises from short-term bamikdwings and bank deposits. Assets and liabilities cagyiariable rates expose the group to cash flow inter
rate risk.

The deposits with banks and bank borrowings are made on cariahterms. The group carries out periodic analysis anditomnthe market interest rates fluctuatior
taking into consideration the group’s needs. In case naterarket rate fluctuations, the terms of the borrowings @eybsits are renegotiated with the banks and whene
necessary reborrowed or reinvested.

(d) Credit risk

Credit risk is the risk of financial loss if a customer or ctemparty to a financial instrument fails to meet its contwat obligations and arises principally from cash ar
cash equivalents, deposits with banks, as weltediteexposures to customers, including outstandimgunts from related parties.

The group attempts to control credit risk with regards totamers by monitoring credit exposures, limiting transawsi with specific counter parties and assessi
continually the creditworthiness of counter parties

The group limits its credit risk with regard to lagheposits by dealing with reputable banks.

(e) Liquidity risk

Liquidity risk is the risk that the group will encounter ddilty in raising funds to meet commitments associated fiftancial instruments. Liquidity risk may result fron
an inability to sell a financial asset quickly at close tofés value. It includes the risk of being unable to fund assgtappropriate maturities and rates and the risk of be
unable to liquidate an asset at a reasonable anideén an appropriate time frame.

In accordance with prudent liquidity risk management, theug aims to maintain sufficient cash and an adequate amafurtmmitted credit facilities. Managemen
monitors rolling forecasts of the group’s liquidigserve (comprises undrawn borrowing facility) @adh and cash equivalents on the basis of expeagtdoutflows.
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The table below analyses the group’s financial liabilifig® relevant maturity grouping based on the remainingqukait the balance sheet date to the contractual maturi

date. The amounts disclosed in the table areghtactual undiscounted cash flows.

3.2 Capital risk management

The group’s objectives when managing capital are to safegtsability to continue as a going concern in order to pdevieturns for shareholders and benefits for ott

stakeholders and to maintain an optimal capitakstire to reduce the cost of capital.

In order to maintain or adjust the capital structure, theigrmay adjust the amount of dividends paid to shareholdetstr capital to shareholders, issue new shares or

assets to reduce debt.

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIA

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

4 Accounting estimates and assumptions

Impairment of available-for-sale equity investments

RY

The group follows the guidance of IAS 39 to determine whenailable-for-sale financial asset is impaired. This deieation requires significant judgement. In makin
this judgement, the group evaluates, among other factwegdiration and extent to which the fair value of an investrieless than its cost; and the financial health of a
short-term business outlook for the investee, idiclg factors such as industry and sector performatitanges in technology and operational and fingrzash flow.

5 Property and equipment

Office equipment Furniture and fixtures Total
Parent Group Parent Group Parent Group
RO RO RO RO RO RO

Cosl
01 January 2011 55,61 60,59 63,9¢ 70,47 119,60 131,06
Additions 29 29 29 29
Disposals
30 June 2011 55,91 60,88 63,9¢ 70,47 119,90 131,36
Depreciation
01 January 2011 50,10 54,97 63,0€ 69,51 113,17 124,48
Charge for the year 2,41 2,51 27 27 2,68 2,78
Disposal
30 June 2011 52,52 57,48 63,34 69,7¢ 11586 127,27
Net book value -30 June 2011 3,38 3,39 65 6€ 4,04 4,08

Office equipment Furniture and fixtures Total

Parent Group Parent Group Parent Group
RO RO RO RC RC RO
Cosi
01 January 2010 50,35 55,33 63,9¢ 70,47 114,34 125,80.
Additions 17 17 17 17
Disposals S = S S = g
30 June 2010 50,52 55,50 63,9¢ 70,47 114,52 125,97
Depreciation
01 January 2010 45,40 50,03 62,51 68,9€ 107,91 118,99
Charge for the year 2,56 2,68 27 27 2,83 2,95
Disposals - - - - - §
30 June 2010 47,96 52,71 62,78 69,23 110,75 121,94
Net book value -30 June 2010 2,56 2,79 1,2C 1,23 3,76 4,03
6 Lease receivables
30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RC RC
Gross investment in finance lease - 10,8635 - 11,554,301
Less: unearned lease income - (6,709,304) = (7,377,324)
Present value of minimum lease receivables - 4,154,227 4,176,97
Minimum lease receivables comprise amounts due:
30 June 2011 30 June 2010
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Parent Group Paren Groug
RO RO RO RC
Within 1 year 704,54 690,72
Later than 1 year but not later than 5 years 2,961,91 2,903,84
Later than 5 years 7,197,211 7,959,73
10,863,57 11,554,30

Present value of minimum lease receivables comprisaunts due:

30 June 2011 30 June 2010

Parent Group Paren Grouf
RO RO RO RC
Within 1 yea 40,15 - 22,70
Later than 1 year but not later than 5 years 404,32 - 298,50
Later than 5 years 3,709,7¢ 3,855,76
4,154,227 4,176,97
Un-guaranteed residual value of the project 69,5C 69,50

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

The Subsidiary has constructed a housing complex (theqijdigr the use of Oman LNG LLC (OLNG). The project was comg@ieand handed over to OLNG during
March 2002 under a finance lease arrangement

The housing complex has been constructed on lareth diy the Public Establishment for Industrial EstgPEIE) to the Subsidiary for a lease periofiftyfyears.

The un-guaranteed residual value of the projelsaged on a valuation study performed by an indegr@ndaluer.

7 Deferred tax

Deferred income taxes are calculated on all tempdiferences under the liability method usingranpipal tax rate of 12%. However, in view of thecertainty regardin
the availability of future taxable profits and brought fama losses of prior years, no additional deferred tax assetciognised on the tax losses of the Parent Compan
these consolidated financial statements. The anafwarried forward tax losses is RO 678,537 (392010 — RO 494,136) in the books of the Parentpeom.

The deferred tax assets comprise the following teany differences:

30 June 2011

30 June 2010

Parent Group Paren Groug
RO RO RC RC
Taxable timing difference on depreciation 1,65 1,65

Deferred tax liability arises on account of temppwdifferences between the tax base of availahteséde financial assets and their carrying valnasé financial position.

30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RC RC
At 01 January 24,21 24,21
Recognized in equity during the year
Removed from equity during the year
At 30 June 24.21 2421
8 Available-for-sale financial assets
Available-for-sale financial assets can be analgsetbllows:
30 June 2011 30 June 2010
Fair yalue and Cost Fair value and carrying value Cost
carrying value
RO RO RO RO RO RO RO RO
Parent Group Parent Group Paren Groug Paren Groug
Local quoted - investment sector
Banking anc 344,059 344,059 410,659 410,659 - - - -
Investmen
Services 3,612,500 3,612,500 3,684,774 3,884 2,080,051 DEH1 2,208,061 2,208,06
Industrial 2,263,553 2,263,553 1,967,398 1,967,398 968,000 968,000 913,880 913,880
6,220,11. 6,220,11: 6,062,83 6,062,83 3,048,051 3,048,051 3,121,941 3,121,941
Local unquoted - investment sector
Insuranc 179,250 179,25( 190,00 190,00 162,5C 162,5C 174,75 174,75
Educatio 630,000 630,00( 630,00 630,00 630,0C 630,0C 630,00 630,00!
Industrial 25,000 25,000 25,000 25,000 25,000 25,000 25,000 25,000
834,250 834,25( 845,00t 817,5C 817,5C 829,75 829,75

845,00
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Foreign quoted - investment sector

2,269,771 2,269,771 2,245,004 2,245,004 2,511,531 2,511,531 2,455,318 2,455,318
Foreign unquoted - investment sector (a)
267,984 267,98¢ 267,98 267,98
;f"i';\‘/’a'“e feost 9,592,117 _ 9,592,117 9,420,819 9,420,819 6,377,082 6,377,082 6,407,009 6,407,009
(a) Foreign unquoted investments are carried at castimgalue cannot be reliably determined due ®uhpredictable nature of future cash flows.
A'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY
UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011
(b) Details of the group’s investment securities wimaegket value of its holding exceeds 10% of thearrsltapital as at 30 June 2011 are set out below:
Holding N“mb?f of Fair value and carrying value Cost
securities
30-Jun-11 % RO RO
Available-for-sale - quoted:
National Gas SAOG 13.50% 3,375,00 1,653,7E 1,162,66
(0] Nati | Engi ing &1 t t Co.
man Rational Engineering & investment £ 15 04% 7,225,000 3,684,774 1,625,302
SAOG
Available-for-sale - unquoted
A'shargiya University 1C 600,00 630,0C 630,00
Holding N“mb?.r i Fair value and carrying value Cost
securities
% RO RC
30-Jun-1
Available-for-sale - quoted:
National Ga 10 220,00 852,5C 798,85
Oman National Engineering & Investment
Company SAOG 10 3,000,000 1,500,00 772,182
Available-for-sale - unquoted
A'shargiya University 10 600,000 ((30) 630,000
9 Financial assets at fair value through profit or bss
Financial assets at fair value through profit @< can be analysed as folloy
30 June 2011 30 June 2010
Fair \{alue and Cost Fair value and carrying value Cost
carrying value
RO RO RO RO RO RO RO RO
Parent Group Parent Group Parent Group Parent Group
Local quoted:
Banking and 187,764 187,764 205,460 205,460 297,464 297,464 332,408 283,
Investmen
Service 505,522 505,52 577,37 577,37 328,67 328,67 379,56 379,56
Industria 47,630 47.63( 54,43 54,43 182,31 182,31 191,12 191,12
740,916 _ 740,91¢ 837,26 837,26 808,4E 808,4¢ 903,09 903,09
Foreign quoted
Banking and 765,092 765,092 755,129 755,129 411,182 411,182 437,548 528,
Investmen
Service 155,941 155,941 162,27 162,27 87,32 87,32 99,50 99,50.
Industria 193,752 193,75: 200,23 200,23 431,68 431,6¢ 448,50 448,50
1,114,785_1,114,78¢ 111763 1,117.63 930,1¢ 930,1¢ 985,56 985,56
Fair value /cost 1,855,701 1,855,701 1,954,898 1,954,898 1,738,651 1,738,651 1,888,659 1,888,659

of inv.
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10 Cash and cash equivalen

30 June 2011 30 June 2011
Parent Group Paren Groug
RO RO RGO RC
Bank balance 329,09 353,95 412,38 449,14
Overdraft - - - -
329,09 353,95 412,38 449,14

The bank balances in call accounts, denominated in RialsnQro& Dollars, UAE Dirham, Indian Rupees, and Euros are hélld commercial banks in Oman and othe

countries .

11 Share capital

a The authorised share capital of the Parent Company is 12@00 (June 2010 - 120,000,000) shares of RO 0.100 (June-2R000.100) each. 80,000,000 (June 201(
( )80,000,000) shares of RO 0.100 (June 2010 - RO d#ch have been issued and fully paid.

(b)

follows:

The shareholders of the group who own 10% or mbtkeogroup’s shares, whether in their name onthhoa nominee account and the number of sharehtiéyare as

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

30 June 2011 30 June 2010
Holding % Number of shares Holding % Number of shares
Salim Said Hamad Fanah Al Araimi 22.63 18,102,753 20.60 16,482,710
Al Siraj investment and projects Co. 11.29 9,032,084 11.21 8,965,424

12 Legal reserve

In accordance with the Commercial Companies Law of Oman ;18@dual appropriations of 10% of the profit for the year asdmto this reserve until the accumulate
balance of the reserve is equal to one third of/tiee of the group's paid-up share capital. Téserve is not available for distribution.

13 Fair value reserve

30 June 2011 30 June 2010
Parent Group Paren Grouf
RO RO RO RC
At 1 January 2,424,00 2,424,0C 1,759,2C 1,759,20
Realised gain removed from equity and reportedhén statement
of comprehensive income for the year (22,341) (22134 (Y Ee) (2229
Realised loss removed from equity and reportetién $tatement
of comprehensive income for the year 4109 4109 Calcs Calcs
Net unrealised gain / (loss ) on revaluation 171,298 17829 (29,927) 9(227)
Impairment on available-for-sale financial assets - - 112,500 B
Deferred tax liabillities - - - -
Share of profits from the subsidiary
At 30 June 2,577,06 2,577,0€ 1,547,6€ 1,547,68
14 End of service benefits
30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RO RC
At 01 January 48,54 58,11 39,1C 46,85
Charged during the period 8,22 9,72 5,9C 7,06
Paid during the period (1,53 (1,53
At 30 June 55,237 66,304 45,018 53,916
15 Borrowings
30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RO RC
Term loans 2,000,00 2.000.00
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i The Parent Company obtained a Term loan from one of local®an®@man. The interest rate is of 5.5 % (30 Jun 2010 - NIL ) peuan The interest is payable monthl
® and the term loan is repayable in ten equal halflyénstallments.

16 Accruals and other payables

30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RGO RGO
Amounts due to related parties
Directors’ remuneration
Other payables and accruals 31,07 74,9¢ 34,12 76,95
31,07 74,9¢ 34,12 76,95
17 Staff cost
30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RC RO
Salaries and allowances 95,13 123,67 89,02 116,48
Other staff benefits 17,90 25,53 37,52 47,17
113,04 149,21 126,54 163,66

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

18 General and administrative expenses

30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RC RC

Repairs and maintenance 78 17,5¢ 1,4¢ 16,49
Ren 17,42 19,52 17,42 19,52
Professional fees 2,33 4,13 5,3€ 7,21
Directors’ sitting fees 14,85 14,85 16,2C 16,20
Fees and other charges 9,07 10,28 8,32 10,29
Advertising 1,50 1,5C 2,41 2,41
Telephone and postage 2,90 3,24 3,3C 3,78
Printing and stationery 57 6E 3€ 44
Water and electricity 67 8t 63 75
Travelling expenses 3 7 1,8€ 1,88
Others 5,108 9,036 6,354 10,268

55,27 81,7¢ 63,7€ 89,27

19 Taxation

Parent Company

In accordance with the Royal Decree 54 of 2003 alimgncertain provisions of the income tax lawsjdiwnds received in respect of investments helddallcompanies
are exempted from tax with effect from 1 Januar@@@and profit from sale of securities listed on EaisSecurities Market are exempted from tax witaatffrom

1 January 2003. The Parent Company is subjecttmia tax at the rate of 12% of the taxable incamextess of RO 30,000 in accordance with the inclaxéaw of the
Sultanate of Oman.

Subsidiary

The Subsidiary is subject to income tax at the 0&tiE2% of the taxable income in excess of RO 30jdtaccordance with the income tax law of the &hdte of Oman.

30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RC RC

Statement of comprehensive income
Current yee 21,73 36,08
Prior yea

21,73 36,08
Current liability:
Current yee 21,73 36,08
Prior year - (7) = 155

21,72 36,24
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a) Status of previous years returns

The tax returns of the Parent Company for the y2a@$ to 2010 are to be agreed with the Secret@gaeral for Taxation. The tax returns of the Sdibsy for the year
2009 and 2010 are to be agreed with the Secreteia¢ral for Taxation. The management believeatiditional taxes, if any, in respect of the openyiars would not be
significant to the group’s financial position at 3@ne 2011.

20 Earnings per share

Basic earnings per share have been derived byiniyttie net profit for the year attributable to thembers by the weighted average number of shatetaading during
the year as follows:

30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RC RC
Profit for the year 198,52 387,87 (88,02 206,62
Number of shares outstanding during the year 80,000,00 80,000,0C 80,000,0C 80,000,00
Basic earnings per share 0.00 0.0C (0.00 0.00

As there are no dilutive potential shares, thetdilearnings per share are identical to the basitreys per share.

A’'SHARQIYA INVESTMENT HOLDING CO. SAOG AND ITS SUBS IDIARY

UN-AUDITED CONSOLIDATED NOTES TO THE FINANCIAL STAT EMENTS
FOR THE PERIOD ENDED 30 JUNE 2011

21 Segmental information

The Investment Committee makes the strategic resallocations on behalf of the group. The groupdetermined the operating segments based ongheseeviewed
by the Investment Committee that makes strategitside.

The Investment Committee considers the busineiwes sub-portfolios. These sub-portfolios consisgiuoted investments, unquoted investments arsiniga

The reportable operating segments derive theimigcby seeking investments/funds to achieve targetedns consummate with an acceptable level bfwighin each
portfolio. These returns consist of interest, davids and gains on the appreciation in value ofsitments.

There were no transactions between reportable sggme

22 Related party transactions

The group entered into transactions in the ordicaryse of business with other parties in whichatemembers and senior management have an interest

(a) Transactions were carried out with related padgefollows:

30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RC RC
General and admin expenses 81 81 1,62 1,62
Directors’ sitting fees 14,85 14,85 16,2C 16,20
(b) Key management compensation
30 June 2011 30 June 2010
Parent Group Paren Groug
RO RO RC RC
Salaries and other short term benefits 32,94 32,94 31,8t 31,85
End of service benefits 29,39 29,3¢ 24,3€ 24,38
Total 62,33 62,323 56,23 56,23

23 Net assets value per share
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30 June 2011 30 June 2010
Parent Group Parent Group
RO RO RO RO
Net assets 12,960,401 14,302,952 11,937,002 13,037,831
Number of ordinary shares at end of the period 80,000,000 80,000,000 80,000,000 80,000,000
Net assets value per share 0.16 0.17 0.14 0.16

24 Commitments

At 30 June 2011 the group had investment commitsnamiounting to RO 343,938 (30 June 2010 - RO 78J,17

25 Comparative figures

The corresponding figures for 30 June 2010 hava bedlassified in order to conform to the preseotefor the curent period.
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