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Sharia Supervisory Board Report on the activities of Inovest
For the Financial Year Ended on 31 December 2018

In The Name of Allah, the Most Beneficent, the Most Merciful, Prayers and Peace are upon the last
messenger, our prophet Mohammed, his family and companions.

TO the Shareholders of Inovest,
Acting as Sharia Supervisory Committee pursuant to the appointment resolution passed by the General
Assembly of the Company, we are required to provide the following report:

The Sharia board of Inovest has reviewed the Company principles, contracts or agreements related
transactions, and applications submitted by the Company for the financial year ended on 31 December
2018, and upon comparing them with the fatwa and rulings issued during the financial year ended on 31
December 2018, we found them compatible with the above mentioned fatwa and rulings.

We performed our review so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that Inovest has
not violated Islamic Shari rules and principles.

The Sharia board believes that it has expressed its opinion in respect of the activities carried out by

Inovest, and the management is responsible for ensuring that the Company conducts its business in
accordance with Islamic Shari, However, our responsibility is limited to form an independent opinion

based on our review of the activities and operations conducted by Inovest.
In our opinion:

The contracts, transactions and dealings entered into by the Company during the financial year ended
on 31 December 2018 that we have reviewed are in compliance with the Islamic Shari rules and principles.

The calculation of Zakat is in compliance with Islamic Shari rules and principles.

The Sharia board has also discussed with the representative of the Company the financial statements
for financial year ended on 31 December 2018, and the Sharia board is satisfied that these statements
are in compliance with the Islamic Sharia.

This report has been prepared based on the information provided by the Company, The Sharia board is
satisfied that the Company activities are in compliance with the Islamic Sharia.

Prayers and Peace are upon the last messenger, our prophet Moham his family and companions.

Sheikh Dr. Khalid Shuja’a Al-Otaibi.  Chairman
Sheikh Dr. Murad Bou Daia. Member Ms >
Sheikh Dr. Dawoud Salman Bin Essa. Executive Member — T




‘INOVEST.

Chairman’s Statement
For the year ended, 31 December 2018

in the name of Allah, Most Gracious, Most Merciful

On behalf of myself and the members of the Board of Directors, | am pleased to present the Group annual
report for the financial year ending on the 31st of December 2018

Company Performance

INOVEST closed its books, with the Grace of Gad, on the 2018 fiscal yeor having reported a consolidated
net profit attributable to parent shareholders of US$14.01 million, representing a 139% increase as
compared to US$5.86 million for last year The Group also reported that Earnings Per Share attributable
to the equity shareholders of the parent company as ot December 31" 2018 amounted to US cents 4 95
as compared to US cents 2.06 in 2017. The Net Operating Profit increased by 3%, reaching US$12 52
million at year end 2018, up from US$ 12.17 million in 2017

The Group’s fiscal indicators, show that Equity Attributable to Parent Shareholders, increased by 12% to
stand at US$136.53 miltion ot the end of the of December 31*, 2018 in comparison to US$$122.40 million
at 2017 yeor-end. Further, INOVEST reported consolidated total assets of US$266.97 million,
representing an increase of 1% in comparison to US$265.35 million as of 2017 year-end. On the liquidity
front, INOVEST improved Its position, with cash and bank balances representing 14% of the total
consolidated ossets and the cash and bank balances rising to reach US$36.38 million, a 67% increase
from US$21.740 miltion as of 31 December 2017

As a clear reflection of our positive results for the year, INOVEST recorded a Return on Equity of 10 3%,
as well as a Return on Assets of 5 3%, both of which are encouraging indicators in light of the general
challenges being faced in regional markets In light of these results, the INOVEST Board of Directors
recommended to the Annual General Assembly a cash dividend distribution of 5% of paid up capital
subject to the approval of Central Bank of Bahrain and the Ministry of Industry and Commerce and
Tourism

INOVEST'S solid financial performance for the year ended December 31 2018 is a clear testament to the
validity of the directives and strategic initiatives that were laid forth for the year. Their successful
implementation which ensured the continuity of our three-year return to profitability also speaks to the
professionalism, investment caliber, and strategic administrative capabitities within the INOVEST team

Future Outlook

Today, considering how far we have come, we take even greater responsibility for furthering INOVEST's
success in a sustainable manner that ensures steady shareholder returns in the years to come. We look
onto a new strategic era having approved a new three plan (2019-2021) that earmarks targets such
adding to the Group's existing real estote investment presence, through investment and sector
diversification, with plans to enter into the fields of education, healthcare, and industry as well as to
explore investment opportunities in value added service provisions within the aforementioned fields
INOVEST's strategy seeks to engage a new level of growth and sustained development and performance
with the aim of strengthening its financial and market position. At its core, will be a solid backbone of
volue delivering investments, supported by the expertise ond knowledge required to create investment
platforms that deliver upon our Group objectives of diversification and liquidity enhancement Key to this,
1s continuous improvement of our existing investment portfolio, but more so focusing efforts on new direct
investments and strategic collaborations into well assessed and calculated opportunities within value
added sectors that deliver long term growth and velue to our shareholders

In developing the Group’s strategy, the team was keenly aware of the economic and geopolitical
challenges that mark the investment industry, not only for INOVEST, but for our counterparts as well
Accordingly, the practicality of the strateqy was weighed ogainst sectoral experiences, and newly
identified areas for business growth and development. The team at INOVEST will, and is, diligently
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‘INOVEST.

sourcing and explor ng high growth potential prospacts that we telieva will fulfill investor confidence in
our capabilities to deliver solid performance and sustained resulis

In closing

In my capacity as Charman of INOVEST, und on behalf of my colleagues the members of the Board ¢f
Directors, | would lKe to extend our sincere thanks and appreciaton to our shareholders, for their
consisient support and confidence in the Group | would also like to extend my thonks to executive team
and staff members within the Group for their truly voluable coniributions; as well as to investors, partners,
and other stakeho!ders for the r be'ief and dedlication, and in porticula: to the Cential Bank of Bahrain
and M nistry of Industry, Comsaice, and Tourism for their continued support. We pray to Alrrighty Allah
to protect the Kingdom of Bahrain under the wise leadership of His Majesty King Haomad bin Isa Al Khalfo

Lastly. we pray to Almighty Allah to guide and support us and pave our way to achieving continued
success

On behalf of the Board of Directors,

l
b J—‘:—L&>

®

Dr Omaor AlMutawa
Chairman
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated statement of financial position of Inovest
B.S.C. (the "Company”) and its subsidiaries (together the "Group”), as of 31 December 2018,
and the related consolidated statements of income, cash flows, changes in owners' equity and
sources and uses of charity fund for the year then ended. These consolidated financial
statements and the Group's undertaking to operate in accordance with Islamic Shari'a Rules
and Principles are the responsibility of the Company's Board of Directors. Our responsibility is to
express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with Auditing Standards for Islamic Financial Institutions
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions ("AAOIF1").
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the
consolidated financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall
consolidated financial statements presentation. We believe that our audit provides a reasonable
basis for our opinion.

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Group as of 31 December 2018, the results of its
operations, its cash flows, changes in owners' equity and sources and uses of charity fund for
the year then ended in accordance with the Financial Accounting Standards issued by AAOIF!.

A member firm of Ernst & Young Global Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF INOVEST B.S.C.
(continued)

Report on Other Regulatory Requirements
As required by the Bahrain Commercial Companies Law and the Central Bank of Bahrain
("CBB") Rule Book (Volume 4), we report that:

a) the Company has maintained proper accounting records and the consolidated
financial statements are in agreement therewith; and

b) the financial information contained in the Report of the Board of Directors is
consistent with the consolidated financial statements.

Except for what has been reported in note 1 to the consolidated financial statements, we are not
aware of any violations of the Bahrain Commercial Companies Law, the Central Bank of Bahrain
and Financial Institutions Law, the CBB Rule Book (Volume 4 and applicable provisions of
Volume 6) and CBB directives, regulations and associated resolutions, rules and procedures of
the Bahrain Bourse or the terms of the Company's memorandum and articles of association
during the year ended 31 December 2018 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 management in response to all our requests. The Group has also
complied with the Islamic Shari'a Rules and Principles as determined by the Shari'a Supervisory
Board of the Group.

Samet +

Partner's registration no. 45
14 February 2019
Manama, Kingdom of Bahrain



INOVEST B.S.C.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 31 December 2018

2018 2017
Note US$ '000 US$ ‘000
ASSETS
Cash and bank balances 5 36,375 21,740
Accounts receivable 6 32,656 45,383
Investments 7 16,201 18,487
Investment in a joint venture and associates 8 88,500 85,938
Investments in real estate 9 80,786 76,823
Property, plant and equipment 10 11,146 12,965
Other assets 11 1,305 4,018
TOTAL ASSETS 266,969 265,354
LIABILITIES AND OWNERS' EQUITY
Liabilities
Other liabilities and accounts payable 12 93,389 102,256
Financing from a bank 13 9,227 12,927
Totat liabilities 102,616 115,183
Owners' Equity
Share capital 14 114,604 114,604
Less: Treasury shares 14 (1,239) (1,239)
113,365 113,365
Reserves 15 3,358 1,999
Retained earnings 19,808 7,036
Equity attributable to Parent's shareholders 136,531 122,400
Non-controlling interest 27,822 27,771
Total owners' equity 164,353 150,171
TOTAL LIABILITIES AND OWNERS' EQUITY 266,969 265,354
I
R
Dr.Omar Salem Al Mutawa Bashar Naser Al Tuwaijri
Chairman Vice-Chairman

Yaser Hamad Al-Jar
Chief Executive Officer

The attached notes 1 to 31 form part of these consolidated financial statements.
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INOVEST B.S.C.

CONSOLIDATED STATEMENT OF INCOME
For the year ended 31 December 2018

OPERATING INCOME

Net income from construction contracts

Income from investment in real estate

Income from investments

Fee for management and other services

Net share of (loss) / income from investment in a joint
venture and associates

Other income

TOTAL OPERATING INCOME
OPERATING EXPENSES

Staff costs

General and administrative expenses
Financing costs

Property related expenses
Depreciation

TOTAL OPERATING EXPENSES

NET OPERATING PROFIT

Recoveries from / (provision against) impaired receivables

PROFIT FOR THE YEAR

Attributable to :
Equity shareholders of the Parent

Non-controlling interest

BASIC AND DILUTED EARNINGS
PER SHARE (US$ cents)

o

Dr.Omar Salem Al Mutawa
Chairman

2018 2017

Note US$ ‘000 US$ '000
16 18,239 11,714
17 3,073 3,981
18 3,566 4,593
19 953 672
8 (2,238) 1,165
20 2,142 1,083
23,735 23,208

21 5,235 5,098
22 2,723 3,228
703 897

1,651 1,086

10 908 730
11,220 11,039

12,515 12,169
23 1,543 (6,117)
14,058 6,052

14,007 5,855

51 197

24 4.95 2.06

,,__‘_.___\.\‘L‘Z@

Bashar Naser Al Tuwaijri

Vice-Chairman

Yaser Hamad Al-Jar
Chief Executive Officer

The attached notes 1 to 31 form part of these consolidated financial statements.
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INOVEST B.S.C.
CONSOLIDATED STATEMENT OF SOURCES AND USES OF CHARITY

FUND
For the year ended 31 December 2018

2018 2017
USs$ ‘000 US$ ‘000

Sources of charity funds

- 626

Undistributed charity funds at the beginning of the year
- (626)

Reversal of appropriation to charity funds

Undistributed charity funds at 31 December -

The attached notes 1 to 31 form part of these consolidated financial statements.
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INOVEST B.S.C.

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2018

2018 2017
Note Uss$ ‘000 US$ '000
OPERATING ACTIVITIES
Net profit for the year 14,058 6,052
Adjustments for:
Depreciation 10 2,158 2,135
Provision / {recoveries) from impaired recievables 23 (1,543) 6,117
Net share of loss / (income) from investment in joint a
venture and associates 8 2,238 (1,165)
Gain on bargain purchase - associate 8 - (3,393)
Gain on bargain purchase - subsidiary - (129)
Realised gain on sale of investment in real estate 17 (88) (1,256)
Unrealised fair value loss on investment in real estate 9 2,387 749
19,210 9,110
Net changes in operating assets and liabilities:
Short-term deposits
(with an original maturity of more than 90 days) 68 7,249
Accounts receivable 9,273 (12,776)
Other liabilities and accounts payable (8,867) (7,076)
Other assets 2,713 3,022
Net cash from / (used in) operating activities 22,397 (471)
INVESTING ACTIVITIES
Acquisition of a subsidiary net of cash acquired - 4217
Impairment loss on a joint venture 8 1,516 -
Additions in investment in real estate 9 (6,872) (7,175)
Proceeds from sale of investment in real estate - net 9 610 10,448
Purchase of investment in a joint venture and associates 8 - (7,040)
Purchase of property, plant and equipment 10 (345) (1,080)
Distributions during the year 8 372 -
Dividends received from investments 18 719 -
In kind settlement of dividend - 1,976
Proceeds from sale of property, plant and equipment 10 6 74
Net cash (used in) / from investing activities (3,994) 1,440
FINANCING ACTIVITIES
Net movement in financing from a bank 13 (3,700) (3,481)
Dividend paid - (7,977)
Purchase of treasury shares - (588)
Net cash used in financing activities (3,700) (12,046)
NET MOVEMENT IN CASH AND CASH EQUIVALENTS 14,703 (11,077)
Cash and cash equivalents at the beginning of the year 21,540 32,617
CASH AND CASH EQUIVALENTS AT END OF THE YEAR 5 36,243 21,540
Non cash transactions comprise:
Transfer of treasury shares 124 -
Purchase of investment in a joint venture and associates 8 6,649 -
Investment in real estate acquired against accounts receivable - 5,199
Transfer from investment to investment in a joint
venture and associates 8 - 748
Transfer from investment in a joint venture and associates
to a subsidiary 8 - 17,785

The attached notes 1 to 31 form part of these consolidated financial statements.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

1 CORPORATE INFORMATION AND ACTIVITIES

a) Incorporation

Inovest B.S.C. (the "Company”) is a public shareholding company incorporated in the Kingdom of Bahrain
on 18 June 2002 and operates under Commercial Registration (CR) number 48848. The Company
commenced operations on 1 October 2002. Under the terms of its Memorandum and Articles of
Association, the duration of the Company is 50 years, renewable for further similar periods unless
terminated earlier by law or as stated in the Memorandum and Articles of Association. The address of the
Company's registered office is 19th floor, East Tower, Bahrain Financial Harbour, Manama, Kingdom of

Bahrain.
The Company is listed on the Bahrain Bourse and cross-listed on the Kuwait Stock Exchange.

The Company operates under an Investment Business Firm License — Category 1 (Islamic Principles)
issued by the Central Bank of Bahrain ("CBB"), to operate under the Islamic Shari'a principles, and is
supervised and regulated by the CBB.

b) Activities
The principal activities of the Company together with its subsidiaries (the "Group”) include:

- Engaging directly in all types of investments, including direct investment and securities, and various
types of investment funds;

—  Establishing and managing various investment funds;

—  Dealing in financial instruments in the local, regional and international markets;

—  Providing information and studies related to different types of investments for others;
—  Providing financial services and investment consultations to others;

—  Establishing joint ventures with real estate, industrial and services companies inside or outside the
Kingdom of Bahrain,

—  Engaging in contracting activities;

- Engaging in the management of commercial and industrial centers and residential buildings, property
leasing, development and their maintenance; and

- Having interest in or participating in any way with companies and other entities engaged in similar
activities that may work and co-operate to achieve the Group’s objectives inside and outside the
Kingdom of Bahrain, and also merge its activities with the above mentioned entities and/or buy or join
with them.

Although the Company has an Investment Business Firm License — Category 1 (Islamic Principles) issued
by the CBB in September 2008, it continues to hold real estate assets and related revenues and costs in its
consolidated financial statements. These assets existed prior to obtaining the license from the CBB. The
Company has transferred its entire real estate assets and the related revenues and costs to its fully owned
subsidiary, Al Khaleej Development Co. B.S.C.(c), which primarily carries out real estate and construction
related activities, Since Al Khaleej Development Co. B.S.C.(c) is fully owned by the Company, the real
estate assets and revenues and costs continue to appear in the consolidated financial statements of the
Group for the year ended 31 December 2018. The respective notes in these consolidated financial
statements reflect the Group’s transactions arising from holding of real estate assets and their
corresponding liabilities and revenues and costs arising therefrom.

The number of staff employed by the Group as at 31 December 2018 was 589 employee
(31 December 2017: 768 employee).

The consolidated financial statements of the Group were authorised for issue in accordance with a
resolution of the Board of Directors dated 14 February 2019.




Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

2 BASIS OF PREPARATION

2.1 Statement of compliance

The consolidated financial statements are prepared in accordance with the Financial Accounting Standards
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions ("AAQIFI"), the Shari'a
Rules and Principles as determined by the Shari'a Supervisory Board of the Group, the Bahrain
Commercial Companies Law, the CBB, Financial Institutions Law, the CBB Rule Book (Volume 4 and
applicable provisions of Volume 6), CBB directives, regulations and associated resolutions, rules and
procedures of the Bahrain Bourse and the terms of the Company’'s memorandum and articles of
association. In accordance with the requirements of AAOIFI, for matters for which no AAOIFI standard
exists, the Group uses the relevant International Financial Reporting Standards ("IFRS") issued by
International Accounting Standards Board ("IASB").

2.2 Accounting convention

The consolidated financial statements have been prepared on a historical cost basis, except for investment
in a joint venture and associates which are equity accounted, equity-type instruments at fair value through
equity and investment in real estate that have been measured at fair value. The consolidated financial
statements are presented in United States Dollars ("US Dollars") being the reporting currency of the Group.
All values are rounded to the nearest US Dollar thousands unless otherwise indicated. However the
functional currency of the Group is Bahraini Dinars (BD).

2.3 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its
subsidiaries as at and for the year ended 31 December each year. The financial statements of the
subsidiaries are prepared for the same reporting year as the Company, using consistent accounting

policies.

All intra-group balances, transactions, income and expenses and profits and losses are eliminated in full on
consolidation.

Subsidiary is fully consolidated from the date control is transferred to the Company and continue to be
consolidated until the date that control ceases. Control is achieved where the Company has the power to
govern the financial and operating policies of an entity so as to obtain benefits from its activities.

Non-controlling interest in a subsidiary's net assets is reported as a separate item in the Group's owners'
equity. In the consolidated statement of income, non-controlling interest is included in net profit, and shown
separately from that of the shareholders.

Non-controlling interests consist of the amount of those interests at the date of the original business
combination and the non-controlling interests' share of changes in owners' equity since the date of
combination. Losses applicable to the non-controlling interest in excess of the non-controlling interest in a
subsidiary's equity are allocated against the interests of the Group except to the extent that the non
controlling interest has a binding obligation and is able to make an additional investment to cover the

losses.

Transactions with non-controlling interests are handled in the same way as transactions with external
parties. Sale of participations to non-controlling interests result in a gain or loss that is recognised in the
consolidated statement of income. Changes in the ownership interest in a subsidiary that do not result in a
loss of control are accounted for as equity transaction.




Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

2 BASIS OF PREPARATION (continued)

2.3 Basis of consolidation (continued)
The following are the principal subsidiaries of the Company, which are consolidated in these consolidated
financial statements:

Ownership Ownership Country of Year of

Name of the subsidiary 2018 2017 incorporation  incorporation Activity

Held directly by the Company
Al Khaleej Development  99.98% 99.98% Kingdom of 2009 Purchase, sale, management
Co.B.S.C. (¢)* Bahrain and development of properties
Tameer for Private 99.00% 99.00% Kingdom of 2004 Holds the Group’s shares on
Management W.L.L. Bahrain behalf of its employees in
(liquidated) * respect of the employees’

share option plan

The following are the subsidiaries held indirectly through Al Khaleej Development Co. B.S.C. (c):

Held indirectly by the Company

Bahrain Investment 99.00% 99.00% Kingdom of 2006 Development, maintenance,

Wharf B.S.C. (c) * Bahrain leasing and management of
commercial and industrial
centers, residential buildings
and property

Circo Total Facility 99.00% 99.00% Kingdom of 2005 Management and
Management Co. W.L.L. Bahrain maintenance of properties
Tamcon Contracting Co.  99.00% 99.00% Kingdom of 2007 Contracting activities
B.SC (c)* Bahrain
Dannat Resort 67.57% 67.57% Cayman Islands 2008 Managing and Development of
Development Company Reat Estate Projects
Limited
Tamcon Trading S.P.C 100.00% 100.00% Kingdom of 2009 Import, export, sale of

Bahrain electronic & electrical

equipment, appliances, its
spare parts and sale of
building materials.

Eresco Tamcon JV 100.00% 100.00% Kingdom of 2014 Construction and maintenance

B.S.C. (c)** Bahrain of villas.

Panora Interiors S.P.C. 100.00% 100.00% Kingdom of 2015 Carpentry and joinery works.
Bahrain

BIW Labour 56.67% 56.67% Kingdom of 2007 Buying, selling and

Accommodation Co Bahrain management of properties.

W.LL.

* The consolidated financial statements of the subsidiaries have been consolidated as though the Company
owns 100% of these subsidiaries, as the other shareholders hold their shares on behalf of and for the
beneficial interest of the Group.

10



Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

2  BASIS OF PREPARATION (continued)
2.3 Basis of consolidation (continued)

** ERESCO Tamcon JV B.S.C (c)

During 2014 Tamcon Contracting Co. B.S.C. (c) (“Tamcon") entered into a joint venture agreement with
Enma Real Estate Company ("ERESCQ") incorporating a new company namely ERESCO Tamcon JV
B.S.C (c). As per the terms of the arrangement the paid-up share capital of the joint venture is BD 250,000
consisting of 250,000 shares of BD 1 each , out of which 125,000 shares i.e. 50% are held by ERESCO
and 125,000 shares are held by Tamcon i.e. 50% as per the registration details. However, the entire share
capital was paid by Tamcon. Further, the joint venture partners subsequently amended the terms of the
arrangement via an agreement and the key responsibilities assigned to Tamcon are as follows:

1 Providing financing to the Project including providing guarantees and required insurance as deemed
appropriate;

2 Providing technical and administrative management for the Project;

3 Liable for payment of salaries and benefits including compensating them for anything relating to their
rights;

4 Sub-contracting and coordinating with sub-contractors, including monitoring and taking corrective
actions with respect to their progress relating to sub-contracted activities;

5 Completing all activities related to the Project with all relevant Government authorities and private
sector,

6 Liable to pay for insurance, taxes and fines imposed by any party relating to the project;
7 Provide all required guarantees for the Project;

8 Performance of all activities and is responsible for all the obligations relating to the Project from all
aspects including facilitating and elimination of any issues through out the Project and provide
anything necessary from the date of contracting until the date of completion and hand over, without
any problems to the owners of the Project;

9 ERESCO has the right to end the agreement at its own will and discretion solely without any condition
/ restriction / legal requirements and without the need to obtain any legal approval;

10 Obligated to provide the agreement to any parties financing the Project;

11 Agrees to pay 1.5% of the contract value to ERESCO and the payment is to be made upon receipt of
any installment relating to the Project. Further, the percentage will also be applied to any increase in
the contract value which is in compensation for ERESCO's expertise and contributions through their
representatives; and

12 Relieves ERESCO from any obligations related to the Project and ERESCO does not guarantee
neither support any obligation with respect to the Project contract.

Subsequently an agreement was also signed on 11 November 2015 between Tamcon Contracting and
ERESCO, which states that the later will not have any right in the share of assets and profits of ERESCO
Tamcon JV B.S.C. (c).

Considering the key terms of the above arrangement and despite the legal form, ERESCO Tamcon JV
B.S.C. (c) is deemed to be fully controiled by Tamcon and is therefore consolidated as a 100% owned
subsidiary.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

2 BASIS OF PREPARATION (continued)

2.4 New standards issued but not yet effective
The standards issued but not yet effective, up to the date of issuance of the Group's financial statements
are disclosed below. The Group intends to adopt these standards, when they become effective.

* FAS 28 - Murabaha and other deferred payment sales (effective from 1 January 2019)

* FAS 30 - Impairment and Credit Losses (effective from 1 January 2020)

+ FAS 31 - Investment Agency (Al-Wakala Bi-Al-Istithmar) (effective from 1 January 2020)
* FAS 35 - Risk reserves (effective from 1 January 2021)

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of the consolidated financial statements are
consistent with those of the previous financial year as none of the 2018 changes in AAQIFI financial
accounting standards (FAS) had any impact on the consolidated financial statements of the Group.

a. Cash and cash equivalents
Cash and cash equivalents as referred to in the consolidated statement of cash flows comprise cash in
hand, bank balances and short term deposits with an original maturity of three months or less.

b. Accounts receivable

Accounts receivables are financial assets with fixed or determinable payment that are not quoted in active
market. After initial measurement, such financial assets are subsequently measured at amortised cost, less
impairment. The loss arising from impairment are recognised in the consolidated statement of income as
provision for impairment for receivables.

c. Investments
Investments comprise equity-type instruments at fair value through equity, investment in real estate,
properties under development and investment in a joint venture and associates.

Equity-type instruments at fair value through equity

This includes all equity-type instruments that are not fair valued through consolidated statement of income.
Subsequent to acquisition, investments designated at fair value through equity are re-measured at fair
value with unrealised gains or losses recognised in owners' equity until the investment is derecognised or
determined to be impaired at which time the cumulative gain or loss previously recorded in owners' equity
is recognised in consolidated statement of income.

Investment in real estate

Properties held for rental, or for capital appreciation purposes, or both, are classified as investment in real
estate. Investments in real estate are initially recorded at cost, being the fair value of the consideration
given and acquisition charges associated with the property. Subsequent to initial recognition, investment in
real estate are re-measured at fair value and changes in fair value (only gains) are recognised through the
consolidated statement of owners' equity.

Losses arising from changes in the fair values of investment in real estate are recognised in the
consolidated statement of income. When the property is disposed of, the gains or losses arising on
disposal is taken to the consolidated statement of income.

Investment in a joint venture and associates

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control
of an arrangement, which exists only when decisions about the relevant activities require unanimous
consent of the parties sharing control.

An associate is an entity in which the Group has significant influence and which is neither a subsidiary nor
a joint venture.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

3  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
c. Investments (continued)

Investment in a joint venture and associates (continued)

Under the equity method, investment in a joint venture and associates are carried in the consolidated
statement of financial position at cost plus post-acquisition changes in the Group's share of the net assets
of the joint venture and associates. The consolidated statement of income reflects the Group’s share of the
results of operations of the joint venture and associates. Where there has been a change recognised
directly in the equity of the joint venture and associates, the Group recognises its share of any changes and
discloses this, when applicable, in the consolidated statement of changes in owners' equity. Unrealised
gains and losses resulting from transactions between the Group and the joint venture and associates are
eliminated to the extent of the interest in the joint venture and associates.

The reporting dates of the joint venture and associates and the Group are identical and the joint venture's
and associates' accounting policies conform to those used by the Group for like transactions and events in
similar circumstances.

After application of the equity method, the Group determines whether it is necessary to recognise an
impairment loss on the Group’s investment in joint venture and associates. The Group determines at each
reporting date whether there is any objective evidence that investment in a joint venture or associates is
impaired. If this is the case, the Group calculates the amount of impairment as being the difference
between the recoverable amount of the joint venture and associates and its carrying value and recognises
the impairment in the consolidated statement of income.

d. Fair values

Fair value is the value representing the estimate of the amount of cash or cash equivalent that would be
received for an asset sold or the amount of cash or cash equivalent paid for a liability extinguished or
transferred in an orderly transaction between a willing buyer and a willing seller at the measurement date.

Fair value is determined for each financial asset individually in accordance with the valuation policies set
out below:

(i) For investments that are traded in organised financial markets, fair value is determined by reference
to the quoted market bid prices prevailing on the consolidated statement of financial position date.

(i) For unquoted investments, fair value is determined by reference to recent significant buy or sell
transactions with third parties that are either completed or are in progress. Where no recent significant
transactions have been completed or are in progress, fair value is determined by reference fo the
current market value of similar investments. For others, the fair value is based on the net present
value of estimated future cash flows, or other relevant valuation methods.

(i) For investments that have fixed or determinable cash flows, fair value is based on the net present
value of estimated future cash flows determined by the Group using current profit rates for
investments with similar terms and risk characteristics.

(iv) Investments which cannot be remeasured to fair value using any of the above techniques are carried
at cost, less provision for impairment.

e. Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumulated depreciation and accumulated
impairment losses, if any. Depreciation on premises and equipment is provided on a straight-line basis over
the following estimated useful lives:

Building on leasehold land 25 years
Machinery, equipment, furniture and fixtures 3-5 years
Computer hardware and software 3 years
Motor vehicles 3 years

f.  Other liabilities and accounts payable
Trade and other payables are recognised for amounts to be paid in the future for goods or services
received, whether billed by the supplier or not.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

3  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

g. Financing from a bank
Financing from a bank is recognised initially at the proceeds received, net of transaction cost incurred.
Subsequently, these are carried at amortised cost.

h. Treasury shares

Own equity instruments which are reacquired (treasury shares) are deducted from the equity of the parent
and accounted for at weighted average cost. Consideration paid or received on the purchase, sale, issue or
cancellation of the Group’s own equity instruments is recognised directly in the equity of the parent. No gain
or loss is recognised in consolidated statement of income on the purchase, sale, issue or cancellation of
own equity instruments.

i. Derecognition of financial assets and financial liabilities

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

+ the rights to receive cash flows from the asset have expired,;

+ the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay
them in full without material delay to a third party under a 'pass-through' arrangement; and

+ either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the
Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

(ii) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelied or
expires.

j- Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event and the costs to settle the obligation are both probable and reliably measurable. Provisions are
determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and the risk specific to the liability.

k. Amortised cost measurement

The amortised cost of a financial asset or liability is the amount at which the financial asset or liability is
measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation
using the effective profit rate method of any difference between the initial amount recognised and the
maturity amount, minus any reduction for impairment for financial assets.

. Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the consolidated
statement of financial position if, and only if, there is a legally enforceable right to set off the recognised
amounts and the Group intends to either settle on a net basis, or to realise the asset and settle the liability
simultaneously.

m. Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and
the revenue can be reliably measured. The following specific recognition criteria must also be met before
revenue is recognised:

(i) Income from properties

Rental income arising from operating leases on investment in real estate is accounted for on a straight-line
basis over the lease terms and is included under revenue in the consolidated statement of income due to
its operating nature.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
m. Revenue recognition (continued)

(i) Fee from management and other services

Fee from management and other services and project management fees are recognised based on the
stage of completion of the service at the consolidated statement of financial position date by reference to
the contractual terms agreed between the parties.

(ii) Income from investments
Income from investments is recognised when earned.

(iv) Income from construction contracts
Contract income is recognised under the percentage of completion method.

When the outcome of a construction contract can be estimated reliably, contract revenue is recognised by
reference to the stage of physical completion of the contract. Contract income and costs are recognised as
income and expenses in the consolidated statement of income in the accounting year in which the work is
performed. The contract income is matched with the contract costs incurred in reaching the stage of
completion, resulting in the reporting of income, expenses and profit which can be attributed to the
proportion of work completed. Profits expected to be realised on construction contracts are based on
estimates of total income and cost at completion.

When the outcome of a construction contract cannot be estimated reliably, the contract income is
recognised to the extent of contract costs incurred up to the year end where it is probable those costs will
be recoverable. Contract costs are recognised when incurred. The excess of progress billings over
contract costs is classified under trade and other payables as due to customers for construction contracts.

Losses on contracts are assessed on an individual contract basis and if estimates of cost to complete the
construction contracts indicate losses, provision is made for the full losses anticipated in the period in
which they are first identified.

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

n. Shari'a supervisory board
The Group's business activities are subject to the supervision of a Shari'a supervisory board who are
appointed by the general assembly.

o. Earnings prohibited by Shari'a

The Group is committed to avoid recognising any income generated from non-Islamic sources.
Accordingly, all non-islamic income is credited to a charity account where the Group uses these funds for
various social welfare activities.

p. Foreign currencies
Transactions in foreign currencies are initially recorded at the functional currency rate prevailing on the date

of the transaction.

Monetary assets and liabilities in foreign currencies are translated into United States Dollars at functional
currency rates of exchange prevailing at the statement of financial position date. Any gains or losses are
recognised in the consolidated statement of income.
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Inovest B.S.C.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

As at 31 December 2018

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

q. Employees’ end of service benefits

Bahraini employees are covered by the Social Insurance Organisation scheme which comprises a defined
contribution scheme to which the Group contributes a monthly sum based on a fixed percentage of the
salary. The contribution is recognised as an expense in the consolidated statement of income.

The Group provides end of service benefits to its non-Bahraini employees. Entitlement to these benefits is
usually based upon the employees' length of service and the completion of a minimum service period. The
expected costs of these benefits which comprise a defined benefit scheme are accrued over the period of
employment based on the notional amount payable if all employees had left at the statement of financial
position date.

r. Impairment of financial assets

An assessment is made at each financial position date to determine whether there is objective evidence
that a specific financial asset or a group of financial assets may be impaired. If such evidence exists, the
estimated recoverable amount of that asset is determined and any impairment loss, based on the
assessment by the Group of the estimated cash equivalent value, is recognised in the consolidated
statement of income. Specific provisions are created to reduce all impaired financial contracts to their
realisable cash equivalent value. Financial assets are written off only in circumstances where effectively all
possible means of recovery have been exhausted.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment value was recognised, the previously recognised
impairment loss is reversed. Any subsequent reversal of an impairment loss is recognised in the
consolidated statement of income.

In the case of equity-type instruments at fair value through equity, impairment is reflected directly as write
down of the financial asset. Impairment losses on equity-type instruments at fair value through equity are
not reversed through the consolidated statement of income, while any subsequent increase in their fair
value are recognised directly in owners' equity.

s. Events after the statement of financial position date

The consolidated financial statements are adjusted to reflect events that occurred between the statement
of financial position date and the date the consolidated financial statements are authorised for issue,
provided they give evidence of conditions that existed as of the statement of financial position date. Events
that are indicative of conditions that arose after the statement of financial position date are disclosed, but
do not result in an adjustment to the consolidated financial statements.

t. Zakah
Individual shareholders are responsible for payment of Zakah.

4  SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of consolidated financial statements requires management to make judgements, estimates
and assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the
accompanying disclosures as well as the disclosure of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes that could require a material adjustment to the
carrying amount of assets or liabilities affected in future periods.

Judgements

In the process of applying the Group's accounting policies, management has made the following
judgements, which have the most significant effect on the amounts recognised in the consolidated financial
statements.

Classification of investments

Management decides on acquisition of an investment, whether it should be classified as equity-type
instrument at fair value through the consolidated statement of income, equity-type instruments at fair value
through equity or debt-type instrument at amortised cost.
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