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Business Model / 2023

Sharq Investment Company (SIC) is Kuwaiti Shareholding Company registeted in Kuwait in the year
2005 and Licensed under Capital market Authority (CMA).SIC registered location is KBT Tower-37th
Floor-Sharq Area, Kuwait City-Kuwait.

Mission

It is the mission of SIC to add value and to grow our investment portfolio through active strategies,
financial engineering and leveraging our corporate brand, business promotion capabilities, network of
relationships, and financial resources.

Vision:

Out vision is to be the “Top in Quality by delivering superior management petformance and services
from which investors can benefit. It is an integral part of this vision to deliver supetior returns to our
shareholders and clients year after year, consistent with the pre-defined risk profile and comparable to
similar best in class corporations in the world.

SIC has adopted a framework of Corporate Governance guidelines, designed to enable the Company
undertake its business in alignment with the interests of its shareholders. It also setves to strengthen the
protection of the Company’s shareholders, clients, customets, investots and other stakeholders.

SIC specializes in various investment activities independently and also through its fully owned
subsidiaries:

® Danat Capital Management & Fconomic Consulting Company
® Derby Company for Sale & Purchase of Land & Real Estate.
Major activities of SIC are as follows:
® Portfolio Management (Discretionary, Non Discretionary and Custodian Portfolio)
® Equity Investment in Middle East & International market
® Tconomic/Investment /Real Estate Consultancy (Through its subsidiary)
¢ Unquoted Brokerage
® Real Estate investment as well as real estate portfolio Management (Through its subsidiary)

SIC is governed by Board of Directors and managed by its key employees. SIC also has control units to
monitor and review the controls adopted by the management.

Board of Directots of Sharg Investment Company’s

‘Board Chairman | Adel Taher Al Nakas |
Board Vice Chairman | Abdel Maleek Al Awadi
Board Member Khaled Awad
Board Member Abdullah Al Baghli
Board Member Fahad Al Mulla
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Key Management of Sharq Investment Company:

Key Employee Position

| Mr. Khaled Awad Chief Executive Officer

Mz. Hani Haleerr_l - V.P. Investment & Asset rnanagérnent
Mt. Abdou Bassiouni Chief Financial Officer

Company might encounter external factors which might affect its business and smooth functioning.
Through its business model company has attempted to identify potential external factor affecting the
business and also attempted to mitigate the risk at the same time.

1. Legal Risk:

Legal risk is the risk of financial as well as reputational loss that can result from lack of awareness or
misunderstanding or ambiguity to the way law and regulation apply to business, its relationships,
processes, products and services. It can also be called a risk of changes to regulations that result in new
compliance costs.

Mitigation:
e Company cases needs to be thoroughly reviewed for their financial impact, if any.

® Finance department can take provision for the same if the legal teams agrees that the case might
be no in favor of the company.

¢ Soincase if the judgement is not ruled in favor of the company there won’t be any major financial
impact to the company.

e At Sharq, all the laws related to business and investment locally and regionally are properly
monitored by Legal and Compliance department.

2. Compliance Risk:

Compliance risk deals with the matter of conforming to policies, laws, rules, and regulations as set forth
by governments and authoritative bodies. When these laws and regulations are updated, it can result in
significant unexpected costs such as financial restatements, penalties, etc.
Mitigation:
¢ Risk department along with Compliance department makes sure that the company complies with
CMA & other local regulators rules and regulations appropriately.

® Finance team regularly monitor changes in accounting policies locally and internationally and
abides by the IFRS rules.

e All the department undergoes training with regards to AML & local regulations which needs to
be implemented.

e All policies are prepared as per requirement from local authority is understood by all employees
and is reviewed if there are any amendments by local authority and is than sent to BoD for final
approval.
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* Before making any investment overseas ot locally due diligence is performed by Investment
department and it is confirmed that the investment executed or the investment in the process has

been legally secured.
3. Fite in office premises

SIC has huge data in terms of Client information including their personal details and transaction
activities. Incase premises catches Fire; management has identified few exit points for safe passage of
employees. If time permits employees can take along with them very confidential files to avoid getting
destroy in Fire.

Mitigation:
® Management of SIC has installed sprinklers throughout the office which gets activated once it
senses smokes. Risk department conduct’s test to confirm all sprinklers are working and the result
as positive.
In addition to the external factors in order to have cotporate value management organizes training for all

the staff to increase productivity and to be awate of the local regulations. Company has set aside separate
budget for training and any staff can request for training after following proper protocol,
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SHARQ INVESTMENT Co. (K.S.C.C)

Risk Report / 2023

Risk unit has identified potential risk which might be encountered by Sharq Investment
Company and along with that has tried to mitigate the risk.

1. Legal Risk:

Legal risk is the risk of financial as well as reputational loss that can result from lack of
awareness or misunderstanding or ambiguity to the way law and regulation apply to
business, its relationships, processes, products and services. It can also be called a risk of
changes to regulations that result in new compliance costs.

Mitigation:
* Though there are few cases in local court but the outcome of the court rulings

might not impact financials of Sharq since finance department has already taken
provision for the same.

e Risk department reviewed provisions taken by finance department & observed that
financials of Sharq wont be impacted with court results.

* Risk officer was informed by lawyers that the cases are in favor of Sharq Investment
Company and court ruling will be in favor of the company.

* At Sharq, all the laws related to business and investment locally and regionally are
properly monitored by Legal and Compliance department.

2. Model Risk:

Model tisk is the risk of a valuation error from impropetly using a model. This risk atises
when an organization uses the wrong model or uses the right model incorrectly.

SIC has invested significant amount in Unquoted Equities and as per the regulations
evaluates all its unquoted equites. Evaluation is processed by Asset management on
semiannually basis for financial recording or as and when required.

Mitigation:

® Valuation models and their related assumptions of quoted and unquoted securities
prepared by asset department are reviewed by the Chief Financial Officer and the
C.E.O of the company and makes sure that the valuation is true & the right model
has been used for securities.

¢ All the investments are reviewed by the investment committee and sent to the board
for final approval before making any investment decision. All the investments are
thoroughly reviewed both in the investment committee as well as in the board

committee.

2

(i) o . ot ol Qi 5y
SHARQ INVESTMENT Co. (K.8.C.C.)




>

{@ladio) .p.ub jLokiulll Gb 35y

>
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® Asset department reviews all the existing investment on periodical basis which is
than reviewed by the Investment Committee and the board.

¢ Finance Team regularly monitors all the investment for any major upside or down
side in the market so as to take the decision.

3. Otrders from Clients:

In order to avoid any confusion and to have the process of receiving orders from client
streamlined risk department observed that asset management receives only wtitten order
from clients. Risk personnel observed few client orders so as to confirm the practice.

4. Overdrawn portfolio:

As mentioned by local authority licensed person cannot process purchase otder for its
client whose portfolio is overdrawn. Risk personnel observed that no order is processed
if the client does not have sufficient funds in the portfolio to settle that particular
transaction.

5. Compliance Risk:

Compliance risk deals with the matter of conforming to policies, laws, rules, and
regulations as set forth by governments and authoritative bodies. When these laws and
regulations are updated, it can result in significant unexpected costs such as financial
restatements, penalties, etc.

Mitigation:

* Risk department along with Compliance department makes sure that the company
complies with CMA, CBK & other local regulators rules and regulations
appropriately.

¢ Finance team regularly monitor changes in accounting policies locally and
internationally and abides by the IFRS rules.

* Risk department confirms all reports are submitted in timely manner.

e All the department undergoes training with regards to AML & local regulations
which needs to be implemented.

» All policies are prepared as per requirement from local authority is undetstood by
all employees and is reviewed if there are any amendments by local authority and is
than sent to BoD for final approval.

® Risk unit confirms that all the report related to Compliance are submitted to the
relevant authorities on timely manner.
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¢ Before making any investment overseas or locally due diligence is performed by
Investment department and it is confirmed that the investment executed or the
investment in the process has been legally secured.

6. Operational Risk:

Operational risk is the risk that arises from the people and processes that combine to
produce the output of an organization. Although the factors that give tise to such risks
can arise externally, the risks themselves are largely internal to an organization because it
would be expected to have its people and processes functioning effectively regardless of
pressures placed on it by external forces.

Operational risk includes many factors and the same have been mitigated as mentioned
below:

¢ 2 Eyes Check:

Management has implemented 2 eye check concept to control any fraud or
undesired situation. Risk personnel took samples from finance as well as from
operation department to confirm 2 eye check process implementation.

« CCTV:

Departments which are highly confidential such Asset Management, Operations
and Finance are monitored by CCTV cameras. Management of SIC has installed
cameras in the office so as to avoid any breach of security and any other unwanted
incidents. Footage of CCTV is stored by NUC, outsourced IT Company. Risk
department confirmed with NUC that all the footage is backed and can be retrieved
as and when required. Risk department requested for 2 weeks CCTV footage so as
to confirm that CCTV is functional and data can be retrieved.

¢ Employee Access:

Department like Asset management, Operations, etc. which deal with confidential
data cannot be accessed by all employees of the company. Only higher management
and other head of the staff have access to the said depattment by their access card.
Moteovet, visitot’s visiting the department are not allowed to visit directly they
need to inform the reception who then allows their access.

¢ Exit doors:

During natural calamity such as Fire, etc. in the company employees can move out
from the company safely as there are 2 Exit doors. All the employees can get safe
passage to the stairs in situation like these as there are 2 Exit points.

Risk department confirmed that there are no obstacles in the exit doors and the
employees can use both the exit doors if need arises to do so.

4
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e Service Elevators:

SIC Office building has service elevators which are installed at the end of the floor
and is used only for carrying goods and material. Risk department confirmed that
the service elevators are functional and incase if there is any movement of goods
or any sort of heavy materials than service elevators are only used and not the main
elevators.

¢ Break down of system:

Portfolio management is the core activity of SIC and company maintains record of
client transaction which includes their cash and other data. In a situation where
there is system crash SIC should be in position to recover complete data without
much delay. Not only data recovery is prime requirement but also recovery without
much delay needs consideration since clients might do transaction on daily basis ot
might require report on daily basis. Risk department requested for the recovery plan
from NUC which included process of Daily back up activity, recovery operations,
recovery process and critical services & recovery priorities. It also included other
system maintenance plan.

o Server Protection:

Management of SIC has installed servers which are maintained by NUC. Risk
department visited the setver site and observed that setvers are well protected in
terms of Temperature, water leakage, restriction on unathoursied access, etc.

* Department storage:

Since SIC is maintaining confidential information of clients it is very important that
each department has its own storage facility for daily use.

Risk personnel observed that each department has its well secured storage which
has restricted access and is control by lock and key maintained by its respective
department.

® Access to the company:

Risk department observed that main door of the company is always closed and
employees can access the door only with their access card. Moreover, access catds
have time limitation and cannot be used beyond that time. If any employee needs
to access the door before or after the stipulated time than he/she needs to take
permission from his/her immediate manager and request the IT personal.

¢ Interdepartmental access:

In order to secure departments such as asset management, finance, etc. which have
confidential data of client and company, management has restricted movement of
employees. Risk department observed that employee of finance cannot visit asset

5
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management and vice versa. All department access is restricted by secured doors
which can be accessed only by access card and access card has limitations where it
will not have access to all doors. Approval is required by management if employee
needs access to other department.

Individual office access:

Risk personnel observed that all the offices have lock and key access and if any
personnel are not his respective office than it can be closed and secured. This is
very important since company has confidential data which cannot be compromised.

Fire in office premises

SIC has huge data in terms of Client information including their personal details
and transaction activities. Incase premises catches Fire; tisk department has
identified few exit points for safe passage of employees. If time permits employees
can take along with them very confidential files to avoid getting destroy in Fire.

Management of SIC has installed sprinklers throughout the office which gets
activated once it senses smokes. Risk department conducted test to confirm all
sprinklers are working and the result was positive.

Maintaining Social distancing

As recommended by vatious health agencies and local bodies to maintain social
distance even at wotk place. Risk personnel observed that management has taken
utmost care of abiding to such recommendations. Proper distance is maintained in
office premises and especially in the conference room individuals are to be seated

on alternative chairs and cannot be seated next to each other. In the conference
room chairs have been marked as “Not allowed” on alternate chairs.

Hand Sanitizers

Management has issued Hand Sanitizers to all employees and it’s also available at
the reception area. All employees need to sanitize their hand whenever they touch
any common sutface or feel the need to use the same. Visitors visiting the company
can use Hand Sanitizers placed at the reception area which helps in reducing the
spread of virus. Few Hand Sanitizers are placed in Employee Washroom also so as
to have easy access whenever required.

Sanitizing the office regularly

In order to ensure wellness and safety of all the employees, management does office
sanitizing periodically. This helps in controlling the spread of the virus.

Face recognition

Management has installed “Face Recognition” machine for monitoring staff
attendance. Previously company was using “Biometric” to monitor employee’s

) 6
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attendance but keeping in mind health safety of all the employee’s management has
replaced Biometric with Face recognition so the employees do not need to touch
any common surface which might increase the spread of the vitrus.

¢ Phone recording

SIC records trader’s phone which is used by the trader to communicate with
brokers to place order. This is done as per the requitement from CMA. In order to
confirm if the phone recording is processed and the proper backup is done for the
same, risk personnel retrieve’s phone calls on periodic basis.

e Main Storage Facility

Since SIC is dealing with client data and other confidential information which is
very important to have well secured storage facility so as to all data is well
maintained.

Risk personnel visited the storage facility of the company and observed that storage
is well secured in terms of water leakage, etc. The place is well secured and at all
given time is locked. Moreover, any employee visiting company storage has to make
entry in log book stating time of visit, reason of visit and exit time. This helps to
control the documents moving in and out of the storage facility. It was also
observed that storage facility has cameras which makes it more secured from theft,

etc.

¢ Work Environment

It is very important that the employees have positive work environment so as to
have better productivity. Risk personnel had one to one meeting with employees to
understand the work atmosphere in the office and obsetrved that SIC has positive
work atmosphere.,
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Sharq Investment Company K.S.C.C

Business Plan for 2023
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SHARQ INVESTMENT Co. (K.5.C.C.)

Business Plan for The Year / 2023

Management of Sharq Investment Company (SIC) has drafted business plan for the year 2023 with the
intention of maximizing profits for the company and giving good retutns to its shareholders.
SIC licensed under CMA has various source of generating revenue, which mentioned below:

e Portfolio Management Fees
e Brokerage Income
¢ Consultancy Income

¢ Rental Income
Above-mentioned activities conducted independently by SIC or through its subsidiaries which are:

® Danat Capital Management and Economic Consulting Company W. L. L
® Derby Company for Sale & Purchase of Land and teal estate W. L. L.

e A2 Trading Company W.L.L.

e Sharq International Real Estate Company.

¢ Diyar National Real Estate Company.
Asset Department is core source of SIC for generating revenue. Asset Department comprises of Vice
President and Portfolio Managers. Asset depattment manages equity and alternative investment
portfolios for Proprietary and client accounts.

Structure of the department is mentioned in the below chatt.

Chairman

§

C.E.O

Investment & Asset Mgmt. Dept.

V.P
Portfolio Manager Portfolio Manager Unquoted brokerage
(Client) (Company)
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Along with Asset department, there are other departments, which can be termed

as back office or support departments:

Finance.

Human Resource.
Operations.
Compliance.

Internal Audit.

Risk Management.
Client Relations.
Investor Relations.
Government relations.
LT (Outsourced).

Business Plan for 2023

During the year, 2023 management would be focusing to increase its profit by at least 5%.

2022 2023 Vatiance |
Net Profit | 2,234,185 2,345,894 5% |

As observed in the above table net profit for the year 2022 was K.D. 2.2 Million Management intends to
increase this profit during 2023 minimum by 5%.
For the year 2023, management would be focusing on following activities:

B e R ol &

Increase Management Fee.

Fixed Income.

Diversify equity investment in regions such as G.C.C and U.S & Eutope.
Invest in different types of financial products other than equity market.
Increase exposure in Real estates.

Reducing loan amount.

Develop assets which can give positive cash flow.

Generate assets which can cover company liabilities at any given point of time.
Develop market for unquoted shares to increase fees from unquoted broketage.

10. Monitor assets and make sure that only quality assets ate been purchased.
1. Management Fee:
SIC through its Asset department manages Discretionaty and Non-Discretionary portfolios for clients.
In the below table it can be observed the management fees for 2022 & planned for 2023

2022 | 2023 Variance
Management Fee 757,486 757,486 0%

Department would enhance its services to clients as to meet clients return objectives keeping in mind
their risk appetite.
Asset Department/Client relations to take following steps to achieve the target for 2023:

3
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Meet with clients and negotiate the fees.

Open new portfolios

Check with clients if they need any repotts on theit portfolio.

Prepare research report on particular Share/Sector as requested by the client.
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® Drepare Outlook report on the G.C.C & International markets, which will help client to foresee
the markets and give better idea as to how the markets might move.
¢ SIC would initiate marketing campaign through social media, T. V commercials in order to
increase client’s base.
® Management to propose group companies to inject more funds in the portfolio.
® Asset department to make presentation and keep sending reports to group companies on GCC
& International markets, which might encourage them to inject more funds in the portfolio.
2. Fixed Income:
In order to have constant & positive cash flow management to focus mote on investing in fixed income
assets.
This can be achieved by 2 ways:
A) Investing in dividend yielding shares.
Management to invest in dividend yielding shares locally & intetnationally. SIC to invest in dividend
yielding shares through proprietary account as well through its subsidiaties. This would help to maintain
positive cash flow and would take satisfy immediate payout requirement. SIC to invest in real estate’s
portfolio with specialized wealth managers to gain dividends from these investments. Real estate
portfolios give rental income in the form of dividends and there is return on investment once the wealth
manager exits the investment.
B) Rental income.
Management of SIC intends to increase its rental income during 2023 to have positive & constant cash
flow. Duting the year 2022 total rental income was K.D. 905,947/- For the year 2023, management
intends to increase rental income by adopting following:
¢ Collect all the rentals, outstanding if any.
® Increase properties
¢ Keep complete occupancy
e Negotiate on rent with tenants
3. Diversification of Equity investment & investing in different financial products
During the year, 2023 management would invest in equity market other than Kuwait. Currently major
equity investment is in Kuwait market, which might affect the investment if Kuwait market goes bullish.
Management might explore regions like Qatar, U.S, and Europe, which appeats to be very bullish for
2023.
Management to invest with portfolio Management Company, such as
o Bordier Cie,
e InvestCorp
e Arc capita
Management to make investment in equity market directly through portfolio and to make private equity
investment through portfolio with specialized wealth managers. Management also explore different
investment avenues such as Bonds, International funds, etc.
4. _Increase Real estate
ﬁ SIC to invest in real estate through its subsidiaries would add other properties to its real estate portfolio.
Management intends to buy one more real estate property in Kuwait to be in line with its business plan
of having positive cash flow. Management can capitalize on property appreciation as well. In the below
table it can be real estate assets going up for the year 2022.

2022 2023
| Investment Properties 18,285,000 | 21,000,000
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5. Reducing Loan

For the year, 2023 management intends to reduce its loan, which would help to reduce the interest payout
thus reducing expenses for the company. Reducing expenses also would help in achieving the desired

profit for the year 2023.
In the below table is mentioned the current & projection of loan

2022 2023 Reduction
Bank Loan Amount | Loan Amount
Bank-A 5,100,000 4,800,000 5.88%
Bank-B 250,000 150,000 40%
| Bank C 6,800,000 6,800,000 0%
Total 12,150,000 11,750,000 3.2%

5-developing assets, which give positive cash flow& can, cover liabilities
One of the main objective of the management in terms of business for the year 2023 would be to develop
assets which are of high quality and are liquid in nature. Management to review all the assets and include
only those assets which are dividend yielding or highly liquid in nature. Dividend yielding and liquid
shares helps in maintaining cash flow and covers the liabilities if required.
Some of the dividend yielding shates, which SIC maintains in its books, are:
e Midan Capital
Eyas
National Leasing & Finance Company
Mustagbal
National Bank of Kuwait
Kuwait Finance House

In brief, for the year 2023 management would plan its business for the following:

e Increase in rental income

e Purchase real estate
¢ Diversify assets
¢ Diversify investment geographically
® Develop assets which are liquid in nature
e Maintain Asset liability ratio
=
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