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Appendix 2 

Comparison of accounting treatment of the Artworks in the 2009 Accounts with a treatment illustrating my comments in Question 6 

Below is a comparison of the elements of the 2009 Accounts affected by the accounting policy applied to the Artworks with a treatment illustrating my 

comments in Question 6 in respect of the matters upon which I comment in this report65. The relevant items are highlighted in red. 

Balance sheet presentation and measurement 

As presented in the 2009 Accounts Illustrating my comments in Question 6 
30 June 30 June 
2009 2009 
USD USD 

ASSETS ASSETS 

Cash and bank balances 7,443,490 Cash and bank balances 7,443,490 
Due from banks and clearing organisations 292,998 Due from banks and clearing organisations 292,998 
Financial assets at fair value through profit or loss 5,754,049 Financial assets at fair value through profit or loss 5,754,049 
Derivative financial instruments 218,625 Derivative financial instruments 218,625 
Loan to parent company 24,865,517 Loan to parent company 24,865,517 
Premises and equipment 6,370,039 Premises and equipment 6.370,039 
Other assets 2,310,125 Other assets 2,310,125 
Other receivables 4,663,362 Other receivables 4,663,362 

TOTAL ASSETS 51,918,205 TOTAL ASSETS 51,918,205 

65 Preparation of this illusuation does not prejudice any consideration of materiality, which, as discussed elsewhere in this report, would be a matter to be determined by the directors of Arqaam in 
conjunction with its auditors. 
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Statement of income presentation 

As presented in the 2009 Accounts 

Net trading income 
Other income 

Total operating income 

~ 

30 June 
2009 

USD 

2,921 ,484 
2,481 ,189 

5,310,470 
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Illustrating my comments in Question 6 

Net trading income 

Other income 

Total operating income 
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30 June 
2009 
USD 

2,921 ,484 
2.481.189 

5,310,470 
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Statement of Cash Flows presentation 

As presented in the 2009 Accounts 
30 June 
2009 
USD 

OPERATING ACTIVITIES 

Adjustments for: 
Depreciation 1,016,741 
Assets written off 29,806 
Gain on disposal of assets (2,250,000) 
Provision for employees' end of service benefits 344,253 

Operating loss before changes in operating assets (9,241,095) 

and liabilities: 
Net increase in due from brokers and clearing (292,998) 
organisation 
Net decrease (increase) in trading assets and 26,725,027 
liabilities 
Net decrease (increase) in other assets and (4,476,337) 
receivables 

Net decrease in other liabilities and provisions 5,036,513 

Net cash generated from (used in) operating 17,751,110 
activities 
Employees' end of service benefits paid during the (65,850) 
year 

17,685,260 
INVESTING ACTIVITIES 

Loan to parent company (24,865,517) 
Additions to premises and ecuipment (3,823,486) 
Proceeds from disposal of assets 2,450,000 

Net cash used in investing activities (26,239,003) 
Disclosure 
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Illustrating my comments in Question 6 
30 June 
2009 
USD 

OPERATING ACTIVITIES 

Adjustments for: 
Depreciation 1,016,741 

Assets written off 29,806 
Gain on revaluation of assets (2.250.000) 

Provision for employees' end of service benefits 344,253 
Operating loss before changes in operating assets (9,241 ,095) 

and liabilities: 
Net increase in due from brokers and clearing (292,998) 
organisation 
Net decrease (increase) in trading assets and 26,725,027 

liabilities 
Net decrease (increase) in other assets and (4,476,337) 
receivables 
Net decrease in other liabilities and provisions 5,036,513 

Net cash generated from (used in) operating 17,751 ,110 
activities 

Employees' end of service benefits paid during the (65,850) 
year 

17,685,260 
INVESTING ACTIVITIES 
Loan to parent company (24,865,517) 
Additions to premises and equipment (1.373.486) 

Net cash used in investing activities (26,239,003) 
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As presented in the 2009 Accounts 

2.2 SIGNIFICANT ACCOUNTING POLIOES (continued) 

Premises and equipment (continued) 
Office equipment and software 
Office furniture 

3-7 years 
3 years 

The carrying values of fixed assets are reviewed for impairment when events or 
changes in circumstances indicate the carrying value may not be recoverable. If 
any such indication exists and where the carrying values exceed the estimated 
recoverable amount, the assets are written down to their recoverable amount, being 
the higher of their fair value less COsts to sell and their value in use. 

Expendirure incurred to replace a component of an item of premises and 
equipment that is accounted for separately is capitalised and the carrying amount 
of the component that is replaced is written off. Other subsequent expenditure is 
capitalised only when it increases future economic benefits of the related item of 
premises and equipment. All other expenditure is recognised in the income 
statement as the expense is incurred. 

Non..<fcprcciating a"Scts arc kept ot cosl and arc not being depreciated 0$ thc 
monagement considers thesc to hove infinite useful lire. 
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Illustrating my comments in Question 6 

2.2 SIGNIFICANT ACCOUNTING POLICIES (continued) 

Premises and equipment (coDtinued) 
Office equipment and software 
Office furniture 

3-7 years 
3 years 

The carrying values of fixed assets are reviewed for impairment when events or 
cbanges in circumstances indicate the carT)ing value may not be recoverable. If any 
such indication exists and where the canying values exceed the estimated 
recoverable amount the assets are written down to their recoverable amount. being 
the higher of their fair value less costs to sell and their value in use. 

Expenditure incurred to replace a component of an item ofprernises and equipment 
that is accounted for separately is capitalised and the carrying amount of the 
component that is replaced is written off. Other subsequent expencliture is 
capitalised only when it increases future economic benefits of the related item of 
premises and equipment. All other e:,:penditure is recognised in the income 
statement as the expense is incurred. 

Fixl."d a"SL1$ held lor their investment potcntial :,Jrr.: mco.sun .. -d at their current market 
value \o\irh chJn~c$ in \alue rcc~-"i$cd in profit or loss. 
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Disclosure 

As presented in the 2009 Accounts 

10 PREMISES AND EQUIPMENT 

Cost: 

At I July 2008 

Additions during the year 

Assets disposed/written off during the year 

At 30 June 2009 

Depreciati on: 

At 1 July 2008 

Charge for the period "" 

Assets written off during the year 

At 30 June 2009 

Net carrying amount: 
At 30 June 2009 

'V 

Furniture 

andfillings 

USD" 

1,006,164 

2.467.474 

3,473,638 

197.646 

216,394 

414,040 

3,059,598 

• Included herein are non-dcprcciating assct$ acquired duri ng the year with a 
~ing value of LJSD 2.452.9;1 . 
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Illust rating my comments in Question 6 

10 PREMISES AND EQUIPMENT 

Cost: 

At I July 2008 

.\ddirions during the year 

Revaluations during the year 

Assets disposed/written off during the year 

At 30 June 2009 

Depreciation: 

At 1 July 2008 

Charge for the period "'* 
Assets written off during the year 

At 30 June 2009 

Nct c31T)iog amouot: 
At 30 June 2009 

Furniture 

and fittings 

USD" 

1,006, 164 

21iA7-1 

2.250.000 

3.473.638 

197,646 

216.394 

414.040 

3,059,598 

• lnc1udcd herein arc works of art \\ ilh :l CO$t ofUSD 202.97' carriL-d at a din:ctors' 
valuation of USD 2.452.971 . Th is revaluat ion is supported b: an an dealer-:::; 
\'alu3tion and comparison to rl.!CCnl auction at"tivity Whib1 the aut1ion priCCs. an: 
indicativc orlhc prices that can be achicvcd.. each picce ofart is unique and lhcrdorc 
th is valUalion ig highly j ud£.l.:mcntai . Tht: gain on revaluation is included within other 
inoome in thc income statement. 
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