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Distinguished Shareholders,

As Dubai strives to achieve an economic

model that limits its dependence on oil and its
derivatives, and aims to establish an economy

at the highest level of efficiency, Deyaar aspires
to support the nation’s real estate sector with
projects and services that complement this vision.

In 2017, Deyaar has recorded significant growth
that we are very proud of. We look forward

to continuing this positive performance over
the coming years. The company has made
considerable progress on its residential

and hospitality projects, which adds to the
company’s track record of achievements in

the sector. We have formed new strategic
partnerships, extended our reach into the global
investor community, and expanded our range of
integrated real estate services.

The residential towers at Mont Rose in

Al Barsha South are now completed, and

The Atria in Business Bay is near completion

with delivery anticipated in May 2018. The

two hospitality towers in both projects will be
operational by September. We are delighted to
see both projects on the verge of being introduced
to the market, which will help meet the growing
demand for high-quality residential units in Dubai,
and provide Deyaar with recurring income.

Last year we appointed Belhasa Engineering

& Contracting as the main contractor for the
construction operations of Afnan and Dania,
districts within the Midtown development in Dubai
Production City to build more than 1,200 units over
a period of 29 months. Both phases are 30 per
cent complete. Later this year, we will announce
the launch of the third phase of Midtown.

In close proximity to the Mall of the Emirates,
Deyaar Millennium Hotel and Serviced
Apartments in Al Barsha is progressing as per
plan with 50 per cent of the construction work
now complete.

| am pleased to announce that in 2018, Deyaar
will achieve several milestones. In particular,
we are initiating our hospitality operations

in collaboration with one of the world’s most
renowned hotel groups, Millennium Group,
which will manage the hotel apartments in
Mont Rose and The Atria, as well as the Deyaar
Millennium Hotel and Serviced Apartments. We
are also planning to launch a number of real
estate projects this year.

As we move forward with our projects, Deyaar
has continued to strengthen its sales and
marketing efforts in new international markets,
as well as in the UAE. Deyaar has launched
international road shows in India and China,
which have been highly successful in attracting
buyers who want to invest in Dubai’s real estate
sector. Deyaar will continue this approach

in 2018 to showcase its diverse portfolio

in international markets and highlight the
attractiveness of the city’s property market.

Deyaar Development has been a pioneer in

the UAE’s real estate market for many years.
This has led us to diversify our activities to
include a full range of real estate services

and to continuously develop them through

our subsidiaries and’'departments, such as
Deyaar Property Management, Deyaar Facilities
Management, and Deyaar Owners Association
Management.

Over the past year, the Property Management
team has been working to enhance its services
for real estate owners, and to raise the value

of their properties by ensuring high occupancy
rates. Throughout 2017, 95 buildings were
added to Deyaar’s portfolio of more than 2,600
housing units, an increase of 60 per cent over
the number of units added in 2016. Today, the
team manages approximately 19,000 units and
992 buildings across the UAE, with occupancy
rates exceeding 97 per cent. In Facilities
Management, the company continued to develop
its services and strengthen its customer
portfolio. We are currently working on plans to
expand in this sector and acquire a larger share
of the market. In addition, Deyaar manages a
portfolio of more than 8,200 residential units

in 23 residential complexes within its Owners
Association Management division.

Deyaar’s 2017 success was reflected in its
revenue, which grew 75 per cent year-on-year
to AED 751.6 million, and its net profit of

AED 130.4 million, further cementing our position
as a leader in the UAE real estate industry. We
remain unflinching in our commitment to uphold
and pursue Deyaar’s interests.

We are an integral part of the fabric of Dubai
and the UAE, focused on the future and
committed to creating an urban environment
that meets the high standards set by the
nation’s leaders. In alignment with the UAE
National Agenda 2021's focus on creating
sustainable and diversified economy, Deyaar
has developed a diverse portfolio of products
and services within the property market. We will
continue with our enduring commitment to the
UAE to promote economic and social prosperity.

We thank our shareholders for their continued
support over the past 12 months and look
forward to further growth and success in the
coming year.

Yours sincerely,

Mr. Abdullah Ali Obaid Al Hamli
Chairman
Deyaar Development PJSC
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ORPORATE
GOVERNANCE

The Deyaar Board of Directors (“the Board”)
believes in the importance of implementing the
highest standards of governance to improve
the performance of the company, and protect
the rights of its shareholders and stakeholders,
and achieve sustainable growth of financial
markets. The Board of Directors and Executive
Management work to strengthen the internal
control system, which is an elemental pillar

in the company’s governance structure.

Deyaar has implemented its governance rules
in alignment with Dubai Financial Market's
regulations, the Securities and Commodities
Authority’s (SCA) resolutions and UAE’s
Commercial Companies law (Federal Law

No. 2 of 2015) concerning the standards of
institutional discipline and governance of Public
Shareholding Companies. In 2017, Deyaar’s
management continued to apply the rules of
governance effectively and in a transparent
manner, based on the responsibility of the
Board towards the shareholders of the company
and to achieve the protection and promotion of
their rights through:

e  Develop the corporate governance manual
in accordance with the SCA's legislation
and decisions;

e  The Board committed to hold four
meetings during the year in accordance
with the Companies Law and the
Company’s Articles of Association and
notify the financial market of the dates and
results of these meetings in accordance

with the procedures followed by the
Dubai Financial Market. Four meetings
of the Audit Committee and one meeting
of the Nominations and Remuneration
Committee were held;

The commitment of the independent Board
members to disclose any changes that
affect their independence and ensure that
the independence is maintained on an
ongoing basis;

Emphasize the current composition of the
committees and the exercise of the powers
assigned and exercise all the special
powers necessary for their implementation
and any additional work assigned by

the Board. The Board followed up and
received reports from these committees

in accordance with the provisions and
controls of the Authority’s decisions;

Confirmation of the subordination of the
Internal Audit Department to the Board
through the Audit Committee and report
directly to the Audit Committee and that
the Control Department exercises all the
powers entrusted to it in accordance with
the internal control system and the powers
approved by the Board;

Affirmation of the powers given to the
management and its duration that enable the
management to execute its duties and any
additional duties assigned to it by the Board;

o Disclosing quarterly, semi-annual and
annual financial statements and sending
copies to the Dubai Financial Market and
the Authority after being audited by the
Company’s external auditor and approved
by the Board;

e  The Board has developed a framework
and strategy for risk management and
acceptable risk which is available to the
Executive Management to comply with;

o Review the internal control system and
update some of the company’s policies
and procedures, such as the rules and
procedures governing board members and
management transactions, the whistle-
blowing policy, the annual remuneration
policy, and the Code of Conduct of
Business Ethics;

o Preparation and adoption of rules and
regulations for the trading of Board
members and employees in the shares of
the company.

Committees under the board of
directors

Audit Committee

Terms of Reference and Duties of the Audit
Committee

o Reviewing the financial and accounting
policies and procedures of the company.

o Developing and applying a contractual
policy with the external auditor, file report
to the Board of Directors, comment on
their report where appropriate and give the
Board recommendations of action.

. Monitoring the independence and
objectivity of the external auditor, and
discussing the scope of the auditing
process and its effectiveness compared
to adopted auditing standards, as well
as verifying that the external auditor
meets the requirements mentioned in the
adopted laws, regulations and resolutions
and the company’s Articles of Association.

e  Overseeing the integrity of and reviewing
the Company’s financial statements,
and annual and quarterly reports as
well as reviewing them as a part of its
regular duty throughout the year and
after closure of statements after each
quarter of a year. The committee must
specifically focus on: Any changes in the
financial and accounting policies and
procedures, highlighting areas subject

to the management’s assessment, major
amendments proceeding the audit, the
presumption of company’s business
continuity, compliance with SCA's
accounting standards and compliance with
the listing and disclosure rules and other
legal requirements relevant to drafting
financial reports.

Coordinating with the Board of Directors,
Executive Management and the Chief
Financial Officer (CFO) or the acting CFO to
fulfil its duties.

Meeting with internal auditors at least
once a year without attendance of any
Executive Management members or its
representative to discuss the scope of
the auditing process and its effectiveness
compared to adopted auditing standards.

Considering any important or unusual
items that are listed or should be listed in
the reports and accounts, and especially
addressing any matter suggested by the
CFO, acting CFO, Compliance Officer or the
auditors.

Submitting a recommendation to the
Board of Directors about appointment,
resignation or dismissal the auditor.

Verifying independence of the external
auditor in accordance with the adopted
laws, regulation and resolutions, and the
company’s Articles of Association.

Reviewing the Company’s financial control,
internal control, and risk management
systems.

Discussing the internal control system
with the management and verifying its
effectiveness.

Considering the primary investigative
results in internal control affairs, assigned
to it by the Board or initiated by the
committee and approved by management.

Reviewing the auditor’s evaluation of
internal control procedures, and ensuring
co-ordination between the company’s
internal auditors and the external auditor.

Ensuring the availability of resources
required for the internal control system
as well as revising and overseeing the
effectiveness of that system.

Overseeing everything concerning the
auditor’s activities, plan of action, his
correspondences with the company, his
notes, concerns and any key inquiries



he raises with the Senior Executive
Management concerning the accounts,
financial statements or control systems as
well as following the responsiveness of the
company’s management and facilitating
the tools necessary for it.

e Ensuring the Board of Directors responds
to the important inquiries and matters
submitted in the external auditor’s report.

e  Setting regulations that enable company
employees to confidentially report any
irregularities in the financial reports,
internal control or any other matter and
provide the necessary steps for conducting
independent impartial investigative
procedures for these irregularities thereof.

e  Reviewing the related parties’
transactions with the company, ensuring
there’s no conflict of interest and offer
recommendations to the Board of
Directors before making them.

e  Overseeing the implementation of its
duties in compliance with its policies and
authorisations from the Board.

e Submitting reports and recommendations
to the Board of Directors concerning any
matter mentioned in the previous items.

Nomination and Remuneration Committee

Duties of Nomination and Remuneration
Committee:

e  Ensuring the independence of independent
members.

e Developing the company’s policy on
bonuses, benefits and salaries of the
Board of Directors Members and other
employees, and that bonuses and benefits
given to the executive management
are reasonable and proportional to the
company'’s performance.

e I|dentifying the company’s need for
workforce, from senior executive
management to regular employees, and
the bases on which they are chosen.

e  Developing, and annually reviewing, the
company'’s policy on human resources and
training.

e Organising and monitoring special
procedures followed in the nomination for
Board membership, in compliance with the
adopted laws, regulations and rules of the
Articles of Association.

e Annually reviewing the skills required for
Board membership, and establishing and
drafting the capabilities and qualifications
required for Board membership, including
the amount of time a Board member must
assign for the activities of the Board of
Directors.

. Reviewing the structure of the
Board of Directors and submitting
recommendations concerning any
appropriate changes.

o Drafting a special policy for Board of
Directors and Executive Management
memberships, which consider gender
equality in its formation as well as
encouraging women through motivational
and training programmes and features,
and submitting a copy of said policy and its
amendments to the SCA.

. Reviewing any matters specially requested
by the Board.

Other committees
Insider Trading Committee

Committee Terms of Reference and
Assigned Tasks:

e  Create aregister of all insiders in the
company as well as possible temporary
insiders.

e  Drafting the regulations and rules for
the dealings of Board members and
employees in company shares, or the
shares of its subsidiaries, associates and
approving them by the Board.

e  Taking all necessary precautions for
maintaining the confidentiality of the
company’s data and important information
and ensuring that they're not shared.

e  Taking necessary actions in dealing with
relevant insider parties who have access
to company’s internal data and information
concerning the company and its clients, to
maintain confidentiality and prevent their
misuse or transfer to other parties.

. Ensure that all insiders sign an
acknowledgment that they are aware of
their status as insiders of the internal
information about the company and its
customers, and assume all the legal
consequences in the event of leakage of
information or making recommendations
based on their knowledge of the internal
information by virtue of their location and
the obligation to inform the company about

any trades in the company or companies
Affiliate before and after trading.

Internal Control System

The Board of Directors acknowledge its
responsibility for the Internal Control System

The internal control system is a comprehensive
system that enforces procedures, rules

and administrative laws and oversees its
practical application through the company’s
performance. The Board of Directors
undertakes the responsibility of maintaining
the internal control system and ensuring its
continuous effectiveness. Furthermore, this
system is not considered an obstacle or a
restraint on company activity effectiveness
and the speed of delivery and performance;
on the contrary, it ensures the effectiveness
of performance, risk management and the
internal control system in the company.

The Board and committee members sign on
the Internal Control Department operations
manual, which incorporates all the roles and
duties of that department, which play a vital
role in assessing the effectiveness of the
internal control systems. The aim is to support
the goals and profitability objectives of Deyaar
Development PJSC by ensuring the reliability
of financial statements, effective and economic
use of resources, safeguarding assets and
ensuring the company’s compliance rate with
set policies and procedures.

Working Mechanism of the Company’s Internal
Control Department:

The Internal Control Department performs

its duties in accordance with the governance
requirements, the international standards set
by the Institute of Internal Auditors (II1A) and its
approved manual. The Department performs
its duties by ensuring the effectiveness of

the internal control and monitoring systems,
whereby the operations monitoring procedures
are adequately devised and are effectively
applied in the company. This includes
considering the compliance of the company
and its employees with the adopted internal
laws, resolutions, policies and procedures as
well as monitoring the work mechanism of the
risk management department. The Internal
Control Department also monitors the Board
of Directors through the Audit Committee to
ensure the necessary independence for the
management and its employees to fulfil their
duties and responsibilities.

The Internal Control Department assesses
the scope of risk, based on its annual plan
approved by the Audit Committee, ensures
the efficiency and effectiveness of the internal
control systems and submits reports including
its comments and recommendations to the
Board and the Audit Committee concerning
optimisation of these systems.

Further, the company has adopted a risk
management work mechanism, based on
qualitative and quantitative assessment of

the risks the company faces and may affect

the realisation of the company’s strategic,
operational and financial objectives. This will be
achieved by assessing the risks relevant to the
company objectives and addressing them using
internal control regulations, as it is considered
an effective procedure for managing,
minimising and controlling risks or transferring
risks by assessing the scope of protection and
ensuring its protection of the company.

With respect to compliance, the job description
of the Internal Control Manager was amended
in July 2017 to include the duties and
responsibilities of the Compliance Officer in
the Company. The Internal Control Manager
performs the compliance officer’s duties by
ascertaining the extent to which the Company
and its employees comply with applicable laws
and regulations, such as the Securities and
Commodities Authority (SCA) and the Dubai
Financial Market (DFMJ, and follow-up on
compliance with the company’s policies and
procedures, and the Code of Conduct.

How the Internal Control Division handles
major issues:

The Internal Control Division thoroughly
assesses major issues in the company, if any
exist. The Division identifies the nature of the
issue, categorises it based on level of risk, the
extent of the issue, and the negative impact
affecting the company. To mitigate the issue
and prevent it from occurring again, the Division
presents, to the executive management and
Board of Directors, the study on the issue

and recommendations to resolve it. The study
and recommendations are presented through
the Auditing Committee. The Internal Control
Division supervises the implementation of the
solutions by ensuring decisions made by the
Board of Directors are executed, and presents
regular reports to the Auditing Committee.
These reports summarise the auditing activities
as follows:



e  Ona quarterly basis: This report includes e  Onan annual basis: This report evaluates

information about the status and results of the suitability and effectiveness of the

the auditing annual plan and the auditors’ internal control system. The report covers

activities, as well as the results of external all control rules and regulations, including

quality assessments and sufficiency of financial and operational regulations

management’s resources. and risk management systems. The

implementation of these recommendations

e  Twice ayear: This report provides the is followed up regularly by issuing a

results of the department as per the written report when needed.

approved targets by the audit committee.

GOVERNANCE STRUCTURE:

Shareholders
External
Audit
Board of
Nomination and Directors
Remuneration =
Committee
| Audit
| Committee
Executive
Committee Chief Executive
Officer
g Internal Control
0 Department
|
|
|
|
|
|
|
|
| Risk
N .
Management Compliance
Internal
Audit
Executive
Management

Note 1: The above is an excerpt from the Corporate Governance Report. A full copy of the report is
available on the Company’s website and the Dubai Financial Market website.

Note 2: Copies of the Corporate Governance Report will be available at the AGM.
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USINESS
REVIEW

PROPERTY DEVELOPMENT

Deyaar’s mandate extends beyond
conventional real-estate development. It
includes providing comprehensive, long-term
solutions that enhance the value of property
investments. Placing customers at the core of
its operations, the company seeks to combine
excellence with a vision to create top-quality
natural living environments.

Deyaar has developed over 7 million sq/ft of
residential, commercial and retail space for
sale and lease across major growth corridors in
Dubai, including Dubai Marina, DIFC, Business
Bay, Jumeirah Lake Towers, Al Barsha First,
Dubai Production City, Dubai Science Park,
Dubai Silicon Oasis and Barsha Heights.

Deyaar’s latest projects include:

e Midtown by Deyaar, a 5.5 million sq/ft (built-
up area) community in Dubai Production City

e The Atria, a 1.35 million sg/ft luxury mixed-
use twin tower complex in Business Bay

e Mont Rose, a hotel apartment and two
residential towers - located in Dubai
Science Park

e Deyaar Millennium Hotel and Serviced
Apartments, Al Barsha

14

PROPERTY MANAGEMENT

Deyaar’s Property Management division offers
customers a wide range of dedicated services
including property inspections and appraisals
for landlords, management of tenancy contracts
and payments, as well as other legal and
administrative services that are available round-
the-clock for the upkeep of their building.

The property management team seeks to
enhance the customer’s overall experience and
increase the value of the property by ensuring
high occupancy while improving the building’s
life cycle. Additionally, in 2017, Deyaar
Property Management (DPM] upgraded its 1ISO
certificate to IS0 9001/2015.

Deyaar Property Management has established
a single point of contact for customers to
address all landlord requests, facilitate smooth
communication, ensure timely responses, and
reduce overall costs.

In 2017, DPM added 95 buildings to its portfolio
as well as over 2,600 units, a 60 per cent rise
compared to new units added in 2016. Today,
the division manages around 19,000 units and
992 buildings across the UAE, ensuring an
occupancy rate of over 97 per cent.

Deyaar’s Property Management services include:
e Property inspections and appraisals
e Management of tenancy contracts

¢ Follow-ups on payments, collections and
renewals

e Complete documentation and legal assistance

e Marketing management and operational
assistance

e Overall building management
e Handling of other statutory requirements

e Landlord relationship management

FACILITIES MANAGEMENT

Deyaar’s Facilities Management Division has
successfully transformed itself into a stand-
alone profit centre under Deyaar, making it
easy for customers to secure reliable support
services that ensure limitless comfort and
convenience.

Well-equipped to address all facilities
management related issues, the company’s in-
house & outsourced experts deliver the highest
quality services including, but not limited to:

¢ Total Facilities Management

e On-call maintenance Management
e Interiors & Fit-out Services

¢ Cleaning & Soft Services

e HVAC, Plumbing, Carpenrty & Masonary
Maintenance

» Specialized Services |, (Fire Alarm &
Fighting, Elevators, CCTV, Gate barriers)

¢ Specilaized Services Il, (Waste Management,
Pest Control, Pool, Landscaping services)

Deyaar Facilities Management, in line with
its new strategic vision and under its new
management is currently managing various
projects in all seven Emirates.

OWNERS ASSOCIATION
MANAGEMENT

Deyaar’'s Owners Association Management
(DOAMYJ is mandated to ensure the well-being
of communities by serving them as a valued
management partner. DOAM also aims to
protect and enhance the value of assets within
managed communities through professional
administration, diligent contract supervision
and cost control.

Deyaar Owners Association Management LLC
believes and aims to increase the values of
property and subsequently help to increase
rents by establishing financially stable and
socially symphonic communities. DOAM
currently manages a portfolio of 8,200 units
across 23 communities with a total area of

7 million sq. ft, including: DIFC, Business Bay,
DSO, JLT, IMPZ and Sports City, and oversees all
the health and safety, technical, environmental,
security, financial, administrative and customer
service tasks.

DOAM’s team comprises of highly skilled and
trained professionals who are certified by
internationally recognized Institutes i.e. US-
based Community Association Institute (US-
CAl), IOSH, NEBOSH, IRCA Approved Auditors.

The highest standards of professional services
offered by Deyaar’s Owners Association

Management was recognised in 2015 when

the Integrated Management System (IMS) was
certified by the certification body (BVQI) to meet
the requirements of:

e S0 9001: 2008 (Quality)
e [SO 14001: 2004 (Environment)

e (OHSAS 18001: 2007
(Health and Safety Management System)

DOAM’s wide array of unrivalled quality
management services is not limited to Deyaar
properties alone. Community associations in
non-Deyaar developments can also benefit
from the effective and efficient services as
stipulated under the terms of contract. In
extending its scope, DOAM seeks to ensure
more communities benefit from its unmatched
standard of service.

HOSPITALITY

In 2014, Deyaar announced its decision to
expand its development portfolio beyond
commercial and residential properties, with the
inclusion of hospitality projects.

The move, which comes as part of Deyaar’s
strategy to diversify its capabilities in the real
estate sector, will be initiated within the Dubai
market. In line with its new direction, the
company has allotted up to one million square
feet for hotel and serviced apartment projects
in prime locations in the city in the coming
years. These include strategically-located areas
such as Business Bay, along Sheikh Zayed Road
and areas close to tourist destinations, such

as Al Barsha, as well as sites located in close
proximity to the proposed venue for the Expo
2020 mega event, along Sheikh Mohammed bin
Zayed Road.

Notably, Deyaar’s decision to develop hospitality
offerings follows a call by Dubai’s leadership
for greater investment in developing realty
solutions to serve the rising tourist footfall

to the Emirate. With several projects under
consideration, the company also aims to
establish international collaborations that
increase essential value propositions such as
quality and credibility.

As part of its commitment to enhance its
customers’ experience, Deyaar signed a
strategic alliance in 2016 with Millennium &
Copthorne Hotels MEA, an international hotel
management company, for operating three of
Deyaar’s hospitality projects in the UAE, totaling
around 1,000 keys.

15
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PROJECT

HIGHLIGHTS

The Atria

The Atria, a 1.35 million sq/ft luxury mixed-

use twin tower complex, marks Deyaar’s foray
into the hospitality sector. One tower will be

a 30-floor residential complex with 219 units
split into one-bedroom, two-bedroom and
three-bedroom apartments, with select three-
bedroom duplex options and two luxurious four-
bedroom penthouses.

The second building will be a 31-floor hotel
apartment tower with 347 bespoke apartments,
including studios, one, two and three-bedroom
apartments, and three-bedroom duplex units.
It will also feature a five-star spa, gym, infinity
pool and fine dining restaurants.

This project is the first collaborative venture
with internationally acclaimed interior
designers YOO Studio, founded by property
entrepreneur John Hitchcox and Philippe
Starck. The company will be responsible for

delivering The Atria’s ‘branded residences’
differentiator, using bespoke design concepts.

Global hotel operator Millennium & Copthorne
Hotels, which owns or operates over 120
hotels worldwide, will manage The Atria

Hotel Apartments. With almost 40,000 rooms
worldwide, and a portfolio of brands serving
different market segments, Millennium &
Copthorne is committed to a customer-centric
philosophy to deliver the highest levels of
service. Millennium & Copthorne, Middle East
and Africa (MEA), is recognised as one of the
fastest-growing hotel management companies
in the region. Currently, Millennium & Copthorne
(MEA) operates 26 hotels and aims to have 100
properties by 2020.

The project is near completion and the handover
of the project will take place in May 2018.

Mont Rose

Mont Rose is a project that comprises three
towers - one with hotel apartments, and two
residential. The project is located in Dubai
Science Park at the extension of Umm Sugeim
towards Sheikh Mohammed bin Zayed Road,
adjacent to the Miracle Garden and the newly
opened My City Centre Al Barsha. It is a five-
minute drive from the Mall of the Emirates, and
20 minutes away from The Dubai Mall.

Each of the towers comprises three basement
levels and 19 storeys. Both residential towers
feature 146 one-bedroom, 144 two-bedroom,
and seven three-bedroom apartments. The hotel
apartment tower has been designed to offer 126
studios, as well as 72 one-bedroom apartments.
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The Mont Rose residential towers are now
completed and will be handed over to the
owners by March 2018. The hotel apartment
tower will be ready by later 2018.

Midtown

The family-friendly Midtown community has a
built-up area of 5.5 million sq/ft, including 27
buildings that will share a single-level podium
covering retail, parking and essential services.

Located in Dubai Production City, Midtown
offers easy access to many local amenities,
and provides excellent transport links to Dubai
International Airport, Dubai Mall, Mall of

the Emirates, and Al Maktoum International
Airport, as well as the Dubai Expo 2020 site.

The first phase of the project, Afnan District,
was launched in August 2015, including seven
residential buildings comprising 659 apartment
units of varying sizes. In April 2016, Deyaar
announced the launch of the Dania District,

the second phase of the Midtown development.
Dania District includes six residential buildings,
comprising 579 apartment units of varying sizes.

The enabling work in both phases of Midtown
has been completed, and Belhasa Engineering
and Contracting Company, the main contractor
appointed for construction work, has raised
both Afnan and Dania districts to 30 per cent
completion.

Deyaar Millennium Hotel and Serviced
Apartments, Al Barsha

Work on the Deyaar Millennium Hotel and
Serviced Apartments began in August 2017,
and is now 50% complete. Located close to
Mall of the Emirates in Al Barsha to tap into
the increasing demand for hotel and serviced
apartment accommodation in the area, Deyaar
Millennium has a total plot size of 70,800 sq/ft.
It is expected to be completed by 2018.

The hotel will have 408 units, including 299
hotel rooms, of which 15 will be suites, in
addition to 109 serviced apartments - a mix of
93 one-bed and 16 two-bed apartments.

Deyaar Millennium Hotel and Serviced
Apartments will offer facilities and amenities
for both leisure and business travellers,
including restaurants, a business centre,
meeting room, swimming pools, a spa and

gym, plus a children’s play area. To cater to the
growing numbers of visitors with a preference
for Sharia-compliant accommodation, there will
be separate leisure facilities available for men
and women.

JOINT VENTURES
AND ASSOCIATES

JOINT VENTURES

Central Park

Arady Developments is a limited liability
company established as a partnership
between Dubai Properties Group and Deyaar
Development PJSC.

Arady Development is the developer of
Central Park, the iconic 48 storey mixed-use
development in Dubai International Financial
Centre (DIFC).

The commercial and residential towers are
supported by 105,840 sq feet ground floor and
podium retail ranging from 1,000 sq feet to
5,000 sq feet.

With direct access from Sheikh Zayed Road and
Al Khail Road, Central Park spread across 1.57
million sq feet. It is an ideal location to stay and
work at considering its features of premium
facilities such as a podium level landscaped
courtyard, swimming pools, exclusive shopping
as well as new food and beverage concepts/
dining outlets.

ASSOCIATES

Al Zorah

The Al Zorah Development (Private] Company
P.S.C is a partnership between the Government
of Ajman and Solidere International and is a
Free Zone company under the laws of Ajman,
an Emirate of the UAE. The company’s aim is
to develop Al Zorah as a distinctive tourist and
lifestyle destination.
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JULY AUGUST

Deyaar announces H1 2017 Deyaar launches an enhanced fire
revenues of AED 316 million. safety programme to be carried out
across 13 buildings.

JULY
Deyaar appoints Belhasa Engineering S E PT E M B E R

and Contracting Company as the
main contractor for its Midtown Afnan
and Dania districts, in a contract
worth AED 600 million.

Deyaar provides exclusive
offers at Cityscape Global 2017.

OCTOBER

Deyaar reports 96% increase in
revenue to AED 512 million as
of Q3 2017.

FEBRUARY JULY

Deyaar builds on reputation for
excellence with ISO certificate for
its property management division.

Deyaar Development launches
Deyaar Al Khair initiative that
provides free maintenance services
to underprivileged families across
the country.

APRIL

Deyaar reports Q1 2017 net profit of
AED 32 million and revenue of AED
142 million.

JANUARY

Dubai South signs strategic alliance
MoU with Deyaar Development for a
joint development of a mixed-use
project within the Residential
District at Dubai South.

MAY

Deyaar shares facilities management
expertise at IFMA 2017, Dubai.

OCTOBER

Deyaar signs strategic MoU
with Huawei to deliver
smarter properties.

JANUARY MARCH
Deyaar reports 2016 revenues of Deyaar joins Dubai Property N OV E M B E R

AED 428.3 million and net profit of Show in Shanghai. Deyaar showcases its premium
AED 216.1 million. properties at the Dubai
Property Show in Mumbai.
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Business Line - (Gross Revenue) (AED Million)

2017 2016
Project & Property Development 617.5 307.5
Property Management 42.0 41.9
2017 2016
(AED Million) (AED Million) Facilities Management and Association Management 53.9 45.0
Leasing 38.3 33.9
P&L TOTAL Gross Revenue 751.7 428.3
Gross Revenue 751.6 428.3
Net Profit 130.4 216.1
BALANCE SHEET 2017 2016
Total Assets 6,536.2 6,214.7 Project & Property Development 150.2 70.4
Total Liabilites 1,537.0 1,342.0 Property Management 41.9 415
Total Equity (Net Assets) 4,999.2 4,872.7 Facilities Management and Association Management 20.9 17.9
Total Debt 668.3 438.7 Leasing 34.1 29.7
Cash and Bank Balances 371.0 647.2 TOTAL Gross Profit 2471 159.5
Issued Share Capital 5,778.0 5,778.0
ROE 2.6% 4.4% Q1 Q2 Q3 Q4 Year
ROA 2.0% 3.5% Gross Revenue 2017 141.8 174.7 195.3 239.8 751.6
Net Profit Ratio 17.4% 50.5% Gross Revenue 2016 60.2 74.7 126.3 167.1 428.3
EPS in Fils 2.26 3.74
Debt Equity Ratio 13.4% 9.0% Q1 Q2 Q3 Q4 Year
Cash to Total Assets 5.7% 10.4% Net Profit 2017 31.8 35.2 333 30.1 130.4
Net Asset Value Per Share 0.87 0.84 Net Profit 2016 51.0 60.3 56.5 48.3 216.1
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Facilities Management
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72%
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Management

Project & Property
Development

Facilities Management
and Association Management

Leasing
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The directors submit their report together with
the audited consolidated financial statements of
Deyaar Development PJSC (“the Company”) and
its subsidiaries (collectively referred to as “the
Group”) for the year ended 31 December 2017.

Principal activities

The principal activities of the Company

and its subsidiaries (together, “the Group”)
are property investment and development,
brokering, facility and property management
services.

Financial Results

Revenue of the Group for the year 2017 is AED
752 million (2016: AED 428 million) and net
profit amounted to AED 130 million (2016: AED
216 million).

Directors

The Board of Directors comprised of:

Abdulla Ali Obaid Al Hamli Chairman
Abdullah Ibrahim Lootah Vice Chairman
Khalifa Suhail Al Zaffin Director
Mohamed Al Sharif Director

Dr. Adnan Chilwan Director
Obaid Nasser Lootah Director
Mohamed Al Nahdi Director

Saif Al Yarabi Director
Yasser Al Falasi Director
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Auditors

The financial statements for the year ended
31 December 2017 have been audited by M/s.
KPMG, who were appointed as auditors of the
Company at the Annual General Meeting held
on 05 April 2017.

On behalf of the Board

Abdulla Ali Obaid Al Hamli
Chairman

Date: 31 Jan 2018




DEPENDENT

AUDITORS REPORT

To the Shareholders of Deyaar
Development PJSC

Report on the Audit of the
Consolidated Financial Statements

Opinion

We have audited the consolidated financial
statements of Deyaar Development PJSC (“the
Company”) and its subsidiaries (“the Group”],
which comprise the consolidated statement of
financial position as at 31 December 2017, the
consolidated statements of profit or loss and
other comprehensive income (comprising a
separate consolidated statement of profit or loss
and a consolidated statement of profit or loss and
other comprehensive income), changes in equity
and cash flows for the year then ended, and
notes, comprising significant accounting policies
and other explanatory information.

In our opinion, the accompanying consolidated
financial statements present fairly, in all
material respects, the consolidated financial
position of the Group as at 31 December 2017,
and its consolidated financial performance and
its consolidated cash flows for the year then
ended in accordance with International Financial
Reporting Standards (IFRS).
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Basis for opinion

We conducted our audit in accordance with
International Standards on Auditing (ISAs). Our
responsibilities under those standards are further
described in the Auditors’ Responsibilities for the
Audit of the Consolidated Financial Statements
section of our report. We are independent of the
Group in accordance with International Ethics
Standards Board for Accountants Code of Ethics
for Professional Accountants (IESBA Code)
together with the ethical requirements that are
relevant to our audit of the consolidated financial
statements in the United Arab Emirates, and we
have fulfilled our other ethical responsibilities in
accordance with these requirements and IESBA
Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a
basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our
professional judgment, were of most significance
in our audit of the consolidated financial
statements of the current period. These matters
were addressed in the context of our audit of the
consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not
provide a separate opinion on these matters.

INDEPENDENT AUDITORS" REPORT

31 DECEMBER 2017

Key Audit Matters [continued)

Valuation of properties held for
development and sale

Refer to note 8 to the consolidated financial
statements

The Group holds properties for development and
sales of AED 1,234 million, which comprise of
completed residential and commercial properties
(AED 228 million), land held for mixed-use
development and sale (AED 686 million) and
properties under construction (AED 320 million).

The net realisable value of property held

for development and sale is determined by
management based on their internal assessment
by taking into consideration available internal
as well as comparable market data adjusted

for property specific characteristic. Key inputs
used by management in their valuation exercise
included future projected cash flows and
current market rent, which are influenced by
the prevailing market forces and the specific
characteristics of each property in the portfolio.

In addition, when deemed necessary, the Group
also uses a professionally qualified external
valuers to fair value the Group’s portfolio of
properties held for development and sale. The
valuers perform their work in accordance with the
Royal Institution of Chartered Surveyors (‘RICS’)
Valuation - Professional Standards and have
considerable experience in the markets in which
the Group operates.

The estimation of property cost and net realisable
value is a complex process as a change in

the Group’s forecast estimate of sales price

and construction cost could have a material
impact on the carrying value of properties

held for development and sales in the Group’s
consolidated financial statements.

How our audit addressed the key
audit matter

e We assessed the appropriateness of the
valuation methodologies, assumptions, critical
judgement areas and estimates used by
management in the internal valuation process;

e We undertook discussions with the
management and the external valuer and
evaluated underlying assumptions used with
the assistance of market data, where available
and applicable;

e We tested the appropriateness of key inputs
used in the valuation of property held for
development and sale;

e For commercial and residential properties
held for sale, we benchmarked the key
assumptions used by management to external
industry data and comparable property
transactions, particularly sales price;

e We assessed the rationale for changes in key
inputs, estimates and assumptions from the
previous period;

e We evaluated the competence, objectivity
and independence of the external property
valuer, and the experience of the management
personnel included in the valuation process; and

e Based on the outcome of our evaluation we

assessed the adequacy of disclosures in the
consolidated financial statements.
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Key Audit Matters (continued)

Valuation of investment properties

Refer to note 6 to the consolidated financial
statements

The investment property portfolio is valued at
AED 338 million. The net fair valuation gain
recorded in the consolidated statement of profit
or loss amounts to AED 5.8 million.

The Group performs an internal valuation

to determine the fair value of some of its
investment properties and also engages a
professionally qualified external valuers to fair
value 75% of its investment property portfolio.

The valuers performed their work in accordance
with the Royal Institution of Chartered
Surveyors [‘RICS’) Valuation - Professional
Standards. The fair value definition as per RICS
Valuation Standards, adopted by the external
valuers, complies with the fair value definition
under IFRS.

The property portfolio valued by management
is valued by using discounted cashflows. Key
inputs into the valuation process are discount
rates, yield rates and contracted lease rent
and forecasted operating expenses, which
are influenced by prevailing market forces
and the specific characteristics, such as
property location, income return, growth rate
and occupancy rate, of each property in the
portfolio.

The valuation of the portfolio is a significant
judgment area and is underpinned by a number
of assumptions. The existence of significant
estimation uncertainty warrants specific audit
focus in this area as any error in determining
the fair value, could have a material impact on
the value of the Group’s investment properties
and the fair value gain or loss recognized in
respect of these investment properties.
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How our audit addressed the key
audit matter

For properties valued by an external valuer, we
have performed the following procedures:

e We assessed the competence, independence
and integrity of the external valuers and
read their terms of engagement with the
Group to determine whether there were
any matters that might have affected their
objectivity or may have imposed scope
limitations on their work;

e We obtained the external valuation reports
for all properties valued by the valuers and
assessed the valuation approach used by
the valuer in determining the fair value of
the properties;

e We have also tested whether property
specific data supplied to the external
valuers by management reflected the
underlying property records;

¢ We met the external valuers of the portfolio
to discuss the results of their work. We
discussed and evaluated the valuation
process, overall performance of the portfolio
and the significant assumptions used in the
valuation; and

e Based on the outcome of our evaluation we
assessed the adequacy of the disclosure in
the consolidated financial statements.

For properties internally valued by
management, we have performed the following
procedures:

e We evaluated the significant assumptions
used by management in their valuation
process which includes expected rental
values, forecast yields, occupancy rates
and discount rate. We corroborated
these assumptions by reference to lease
agreements, published indices, and
comparable market data available;

e We have assessed the key inputs and
assumptions in the valuation model and
sensitivities to key factors;

e We have also assessed the rationale for
changes in the key inputs, estimates and
assumptions from the previous period; and

e Based on the outcome of our evaluation we
assessed the adequacy of the disclosure in
the consolidated financial statements.

INDEPENDENT AUDITORS" REPORT
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Key Audit Matters (continued)

Impairment of investment in joint ventures and
associates [“equity accounted investees”)

Refer to note 7 to the consolidated financial
statements

The carrying value of the Group’s investment in
a joint venture and investment in an associate
is AED 896.2 million and AED 368.8 million
respectively.

The carrying value and recoverable amount
of Group’s investment in equity accounted
investees is dependent on the intrinsic value
of the underlying investment in these equity
accounted investees.

To assess whether an impairment exists in

the carrying value of the Group’s investment

in equity accounted investees, management

is required to assess the value of the property
portfolio held by equity accounted investees
whether classified as property held for
development and sale or investment properties.

The Group performs an internal valuation to
determine the fair value of property portfolio
held by equity accounted investees and, when
deemed necessary, also engages professionally
qualified external valuers to determine the fair
value of property portfolio of equity accounted
investees.

Impairment of investment in equity accounted
investees is an area that involves significant
management judgment and requires an
assessment as to whether the carrying value
of the investment in equity accounted investees
can be supported by the carrying value of the
assets held by equity accounted investees. The
assessment process is complex and highly
judgmental and is based on assumptions that
are affected by expected future market or
economic conditions.

Due to the significance of the carrying value of
the investment in equity accounted investees in
the Group’s consolidated financial statements
and the inherent uncertainties associated

with estimating future cash flows and the
appropriate discount rates, the impairment of
investment in equity accounted investees is a
key audit matter.

How our audit addressed the key
audit matter

To evaluate the management’s assessment
of recoverability of its investment in equity
accounted investees, we have performed the
following procedures:

e We assessed the Group’s controls over
evaluating the methodologies, inputs
and assumptions used by the Group in
determining fair values;

e Onasample basis, we tested the pricing
inputs used into valuation models;

e We assessed key inputs and assumptions
used in the valuation models and their
sensitivities to key factors;

e We assessed the rationale for changes in
the key inputs, estimates and assumptions
from the previous period;

e Based on the price assessment reports
obtained from independent valuers, we
assessed the significant unobservable
valuation inputs and discussed these
with valuers and critically assessed the
assumptions and estimates used; and

e Based on the outcome of our evaluation we

assessed the adequacy of the disclosure in
the consolidated financial statements.
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Key Audit Matters (continued)

Recoverability of amounts due from related
parties

Refer to note 11 to the consolidated financial
statements

The carrying amount of group’s amount due
from related parties is AED 1,818.5 million
against which a provision for bad and doubtful
debt of AED 1.3 million has been recognized.

A provision for impairment against amount due
from related parties is established when there
is objective evidence that the Group will not be
able to collect all amounts due according to
the original terms of receivables. The amount
of the provision is the difference between the
asset’s carrying amount and the present value
of estimated future cash flows, discounted at
the original effective interest rate.

The carrying value of the amount due from
related parties may not be reflective of its
recoverable amount, as at the reporting date.
Determination of the recoverable amount
incorporates significant judgments based on
various assumptions.

There continues to be a significant risk over
recoverability of amounts due from related
parties, and the risk of financial loss to

the Company if the related party fails to
meet its contractual obligations. Therefore,
recoverability of amounts due from related
parties is deemed as a key audit matter.
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How our audit addressed the key
audit matter

e We analysed balances due from related
parties for which no provision was created
against by the Group to determine whether
there were any indicators of impairment;

e We obtained balance confirmations from
related parties and assessed the terms
and conditions of their settlement, as
applicable; and

e We assessed whether appropriate
disclosures have been made in the
consolidated financial statements.

INDEPENDENT AUDITORS" REPORT
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Other Information

Management is responsible for the other
information. The other information comprises
the Directors’ report which we obtained prior to
the date of this auditors’ report, and the Group’s
2017 Annual Report, which is expected to be
made available to us after that date.

Our opinion on the consolidated financial
statements does not cover the other
information and we do not and will not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated
financial statements, our responsibility is to
read the other information identified above

and in doing so, consider whether the other
information is materially inconsistent with

the consolidated financial statements or our
knowledge obtained in the audit, or otherwise
appears to be materially misstated. If, based
on the work we have performed on the other
information that we obtained prior to the

date of this auditors’ report, we conclude that
there is a material misstatement of this other
information, we are required to report that fact.
We have nothing to report in this regard.

Responsibilities of Management and
Those Charged with Governance

for the Consolidated Financial
Statements

Management is responsible for the preparation
and fair presentation of the consolidated
financial statements in accordance with IFRS,
and their preparation in compliance with the
applicable provisions of the UAE Federal Law
No. (2] of 2015, and for such internal control

as management determines is necessary

to enable the preparation of consolidated
financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial
statements, management is responsible for
assessing the Group’s ability to continue as

a going concern, disclosing, as applicable,
matters related to going concern and using

the going concern basis of accounting unless
management either intends to liquidate the
Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible
for overseeing the Group’s financial reporting
process.

Auditors’ Responsibilities for the
Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable
assurance about whether the consolidated
financial statements as a whole are free from
material misstatement, whether due to fraud
or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is
a high level of assurance, but is not a guarantee
that an audit conducted in accordance with ISAs
will always detect a material misstatement
when it exists. Misstatements can arise from
fraud or error and are considered material

if, individually or in the aggregate, they could
reasonably be expected to influence the
economic decisions of users taken on the basis
of these consolidated financial statements.

As part of an audit in accordance with ISAs, we
exercise professional judgment and maintain
professional skepticism throughout the audit.
We also:

¢ |dentify and assess the risks of material
misstatement of the consolidated financial
statements, whether due to fraud or error,
design and perform audit procedures
responsive to those risks, and obtain audit
evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk
of not detecting a material misstatement
resulting from fraud is higher than for one
resulting from error, as fraud may involve
collusion, forgery, intentional omissions,
misrepresentations, or the override of
internal control.

e Obtain an understanding of internal control
relevant to the audit in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness
of the Group’s internal control.

e Evaluate the appropriateness of accounting
policies used and the reasonableness
of accounting estimates and related
disclosures made by management.

e Conclude on the appropriateness of
management’s use of the going concern
basis of accounting and, based on the audit
evidence obtained, whether a material
uncertainty exists related to events or
conditions that may cast significant doubt
on the Group’s ability to continue as a going
concern. If we conclude that a material
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uncertainty exists, we are required to draw
attention in our auditors’ report to the
related disclosures in the consolidated
financial statements or, if such disclosures
are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence
obtained up to the date of our auditors’
report. However, future events or conditions
may cause the Group to cease to continue as
a going concern.

e Evaluate the overall presentation, structure
and content of the consolidated financial
statements, including the disclosures,
and whether the consolidated financial
statements represent the underlying
transactions and events in a manner that
achieves fair presentation.

e Obtain sufficient appropriate audit evidence
regarding the financial information of
the entities or business activities within
the Group to express an opinion on the
consolidated financial statements. We are
responsible for the direction, supervision and
performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with
governance regarding, among other matters,
the planned scope and timing of the audit

and significant audit findings, including any
significant deficiencies in internal control that
we identify during our audit.

We also provide those charged with governance
with a statement that we have complied with
relevant ethical requirements regarding
independence, and to communicate with

them all relationships and other matters that
may reasonably be thought to bear on our
independence, and where applicable, related
safeguards.

From the matters communicated with those
charged with governance, we determine those
matters that were of most significance in the
audit of the consolidated financial statements
of the current period and are therefore the key
audit matters. We describe these matters in
our auditors’ report unless law or regulation
precludes public disclosure about the matter
or when, in extremely rare circumstances,

we determine that a matter should not be
communicated in our report because the
adverse consequences of doing so would
reasonably be expected to outweigh the public
interest benefits of such communication.
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Report on Other Legal and Regulatory
Requirements

Further, as required by the UAE Federal Law
No. (2) of 2015, we report that:

i) we have obtained all the information and
explanations we considered necessary for
the purposes of our audit;

ii) the consolidated financial statements have
been prepared and comply, in all material
respects, with the applicable provisions of
the UAE Federal Law No. (2) of 2015;

iii) the Group has maintained proper books of
accounts;

iv] the financial information included in the
Directors’ report, in so far as it relates to
these consolidated financial statements, is
consistent with the books of accounts of the
Group;

v] asdisclosed in note 36 to the consolidated
financial statements, the Group has not
purchased any shares during the financial
year ended 31 December 2017,

vi] note 11 to the consolidated financial
statements discloses material related party
transactions and the terms under which
they were conducted;

vii) based on the information that has been
made available to us nothing has come to
our attention which causes us to believe
that the Group has contravened during the
financial year ended 31 December 2017
any of the applicable provisions of the UAE
Federal Law No. (2] of 2015 or in respect of
the Company, its” Articles of Association,
which would materially affect its activities
or its consolidated financial position as at
31 December 2017; and

viii) note 24 to the consolidated financial
statements discloses the social

contributions made during the year.

KPMG Lower Gulf Limited.

Fawzi AbuRass
Registration No.: 968
Dubai, United Arab Emirates

31 January 2018




CONSOLIDATED
STATEMENTS

1R AR
Lo O R
OO0 OO
>O O OO«
1" AR R Vi v

O OO0
A OO




CONSOLIDATED STATEMENT OF FINANCIAL POSITION CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AS AT 31 DECEMBER 2017 FOR THE YEAR ENDED 31 DECEMBER 2017

At 31 December Year ended 31 December
2017 2016 2017 2016
Notes AED’000 AED’000
ASSETS Notes AED’000 AED’000
Non-current assets
Property and equipment 9 549,687 343,955
Investment properties 6 338,019 330,669
Investments in joint ventures and an associate 7 1,265,038 1,256,016
Properties held for development and sale 8 - 333,482 Revenue 21 751,587 428,260
Advance for purchase of properties 9 262,068 136,293 ) )
Trade and other receivables 10 1,908 4,835 Direct / operating costs 22 (504,604) (268,802)
Long term fixed deposits 12 51,187 50,377 Other operating income 23 38,861 55.244
Available-for-sale financial assets 13 19,816 22,186
2,487,723 2,477,813 General and administrative expenses 24 (147,706) (141,718)
Current assets Provision for / expense against claims 26 (11,005) (4,630)
Properties held for development and sale 8 1,234,366 956,747 Write back of provision for impairment against advance . 175 5
Inventories 2,614 2,17 for purchase of properties '
Trade and other receivables 10 623,419 176,379 ) o ) ) ) )
Due from related parties 11(c) 1,817,171 1,954 449 Write bagk of provision for impairment of investment in 70 _ 68,884
Cash and bank balances 12 370,950 647,171 an associate
4,048,520 3,736,917 Gain from fair valuation on investment properties, net 6 5,811 75,492
Total assets 6,536,243 6,214,730
Finance cost 28 (19,072) (19,485)
EQUITY . Finance income 28 7,258 11,264
Share capital 14 5,778,000 5,778,000
Legal reserve 15 277,189 264,144 Share of results from a joint venture and an associate 7 9,140 5,492
Available for sale fair valuation reserve 13 481 2,851
Accumulated losses (1,056,456) (1,172,327 Profit for the year 130,445 216,145
Total equity 4,999,214 4,872,668
LIABILITIES Profit attributable to:
Non-current liabilities
Borrowings 16 567,386 343,046 Equity holders of the Company 130,445 216,145
Advanc.es from customers 17 - 54,052 130,445 216,145
Retentions payable 19 45,135 27,874
Provision for employees’ end of service benefits 20 13,436 12,892
625,957 437,864 Earning per share attributable to the equity holders of
R the Co%Eany during the year - basic ar?d d?/luted 29 Fils 2.26 FlS St
Current liabilities
Borrowings 16 100,953 95,633
Advances from customers 17 24,430 52,344
Trade and other payables 18 728,711 736,767
Retentions payable 19 33,018 1,155
Provision for claims 26 11,250 6,000
Due to related parties 11(d] 12,710 12,299
911,072 904,198
Total liabilities 1,537,029 1,342,062
Total equity and liabilities 6,536,243 6,214,730
These consolidated financial statements were approved by the Board of Directors on and
signed on its behalf by:
Abdulla Ali Obaid Al Hamli Saeed Al Qatami
Chairman Chief Executive Officer
The notes on pages 47 to 85 form an integral part of these consolidated financial statements. The notes on pages 47 to 85 form an integral part of these consolidated financial statements.
The independent auditors’ report on audit of consolidated financial statement is set out on pages 32 to 38. The independent auditors’ report on audit of consolidated financial statement is set out on pages 32 to 38.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 31 DECEMBER 2017

Year ended 31 December

2017 2016

Note AED’000 AED’000
Profit for the year 130,445 216,145
Other comprehensive income from items that
may be subsequently reclassified to profit or loss:
Change in fair value of available-for-sale financial 13 (2,370) (1,707)
assets
Other comprehensive income for the year (2,370) (1,707)
Total comprehensive income for the year 128,075 214,438
Attributable to:
Equity holders of the Company 128,075 214,438
Total comprehensive income for the year 128,075 214,438

The notes on pages 47 to 85 form an integral part of these consolidated financial statements.

The independent auditors’ report on audit of consolidated financial statement is set out on pages 32 to 38.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2017

Available for

sale fair
Share Legal valuation Accumulated Total
capital reserve reserve losses equity
AED’000 AED’000 AED’000 AED’000 AED’000
Balance at 1 January 2016 5,778,000 242,529 4,558 (1,362,534) 4,662,553
Total comprehensive income for the year
Net profit for the year - - - 216,145 216,145
Other comprehensive income for the year - - (1,707) - (1,707)
Total comprehensive income for the year - - (1,707) 216,145 214,438
Transfer to legal reserve = 21,615 = (21,615) =
Board of Directors remuneration - - - (4,323) (4,323)
Balance at 31 December 2016 5,778,000 264,144 2,851 (1,172,327) 4,872,668
Balance at 1 January 2017 5,778,000 264,144 2,851 (1,172,327) 4,872,668
Total comprehensive income for the year
Net profit for the year - - - 130,445 130,445
Other comprehensive income for the year - - (2,370) - (2,370)
Total comprehensive income for the year - - (2,370) 130,445 128,075
Transfer to legal reserve - 13,045 - (13,045) -
Adjustments to Board of Directors’
remuneration (Note 11(b)) B . . 1,080 Ui
Board of Directors’ remuneration
(Note 11(b)) = - = (2,609) (2,609)
Balance at 31 December 2017 5,778,000 277,189 481 (1,056,456) 4,999,214
The notes on pages 47 to 85 form an integral part of these consolidated financial statements.
The independent auditors’ report on audit of consolidated financial statement is set out on pages 32 to 38.
45



CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2017

Year ended 31 December

2017 2016
Note AED’000 AED’000
Cash flows from operating activities
Net cash used in operating activities 30 (313,580) (65,892)
Cash flows from investing activitieS
Purchase of property and equipment (181,354) (62,977)
Additions to investment properties 6 (223) (848)
Proceeds from disposal of investment in joint venture 118 -
Net mpvement in term deposits with an original 34,189 231274
maturity after three months
Income from deposits 7,258 10,887
Net cash (used in) / generated from investing activities (140,012) 178,336
Cash flows from financing activities
Net movement in borrowings 229,660 (40,169)
Finance cost paid (17,290) (18,443)
Net cash generated from / (used in) financing activities 212,370 (58,612)
Decrease / increase in cash and cash equivalents (241,222) 53,832
Cash and cash equivalents, beginning of the year 507,172 453,340
Cash and cash equivalents, end of the year 12 265,950 507,172

The notes on pages 47 to 85 form an integral part of these consolidated financial statements.

The independent auditors’ report on audit of consolidated financial statement is set out on pages 32 to 38.
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NOTES FORMING PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS

2.1

Legal status and activities

Deyaar Development PJSC (“the Company”)
was incorporated and registered as a Public
Joint Stock Company in the Emirate of
Dubai, UAE on 10 July 2007. The registered
address of the Company is P. 0. Box 30833,
Dubai, United Arab Emirates (“UAE").

The Company is listed on Dubai Financial
market.

The principal activities of the Company
and its subsidiaries (together, “the Group”)
are property investment and development,
brokering, facility and property
management services.

In the current year, the Company has
incorporated new subsidiaries, The Atria
L.L.C and Montrose L.L.C to carry out hotel
management activities. Refer note 35.

Summary of significant
accounting policies

The principal accounting policies applied
in the preparation of these consolidated
financial statements are set out below.
These policies have been consistently
applied to all the years presented, unless
otherwise stated.

Basis of preparation

These consolidated financial statements
present the financial position and results
of the operations and cash flows of the
Group and the Group’s interest in its equity
accounted investees (Note 35).

The consolidated financial statements

of the Group have been prepared in
accordance with and comply with
International Financial Reporting Standards
(“IFRS") as issued by the International
Accounting Standards Board (IASB) and the
requirements of UAE Federal Law No. (2] of
2015.

The consolidated financial statements
have been prepared on the historical cost
convention basis except for investment
properties, available-for-sale financial
assets and derivative financial instruments
which are stated at fair values.

The preparation of the consolidated
financial statements in conformity with
IFRS requires the use of certain critical
accounting estimates. It also requires
management to exercise its judgement

in the process of applying the Group’s
accounting policies. The areas involving
higher degree of judgement or complexity,
or areas where assumptions and estimates
are significant to the consolidated financial
statements, are disclosed in Note 4.

A number of new standards and
amendments to standards are effective for
annual periods beginning after 1 January
2017 and earlier application is permitted.
Except for the early adoption of IFRS 15 -
Revenue from Contracts with Customers
which the Group elected to early adopt
with effect from 1 January 2015, the other
new standards and amendments have

not been applied early in preparing these
consolidated financial statements. The new
standards which may be relevant to the
Group have been set out below.

IFRS 9 Financial Instruments

IFRS 9 includes revised guidance on

the classification and measurement of
financial instruments, including a new
expected credit loss model for calculating
impairment on financial assets, and

the new general hedge accounting
requirements. IFRS 9 also carries

forward the guidance on recognition and
derecognition of financial instruments
from IAS 39. The final version of IFRS 9 is
effective for annual periods beginning on or
after 1 January 2018, with early application
permitted.
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2.1

48

Summary of significant
accounting policies [continued)]

Basis of preparation [continued)
. Classification - financial assets

IFRS 9 contains a new classification and
measurement approach for financial
assets that reflects the business model
in which assets are managed and their
cash flow characteristics. IFRS 9 contains
three principal classification categories
for financial assets: measured at
amortised cost, fair value through other
comprehensive income (“FVOCI”) and fair
value through profit or loss ("FVTPL’). The
standard eliminates the existing IAS 39
categories of held to maturity, loans and
receivables and available for sale.

Based on its assessment, the Group does
not believe that the new classification
requirements will have a material impact
on its accounting for financial assets.

il. — Impairment

IFRS 9 replaces the ‘incurred loss’ model
in IAS 39 with a forward-looking ‘expected
credit loss’ (ECL) model. This will require
considerable judgement about how
changes in economic factors affect ECLs,
which will be determined on a probability-
weighted basis. The new impairment model
will apply to financial assets measured at
amortised cost or fair value through other
comprehensive income (FVOCI), except for
investments in equity instruments, and to
contract assets.

Under IFRS 9, loss allowances will be
measured on either of the following bases:

e 12-month ECLs: these are ECLs
that result from possible default
events within the 12 months after the
reporting date; and

e Lifetime ECLs: these are ECLs that
result from all possible default events

over the expected life of a financial
instrument.

Lifetime ECL measurement applies if

the credit risk of a financial asset at the
reporting date has increased significantly
since initial recognition and 12-month

ECL measurement applies if it has not.

An entity may determine that a financial
asset’s credit risk has not increased
significantly if the asset has low credit risk
at the reporting date. However, lifetime
ECL measurement always applies for trade
receivables and contract assets without a
significant financing component; the Group
has a choice to apply this policy also for
trade receivables and contract assets with
a significant financing component.

The estimated ECL will be calculated based
on actual credit loss experience. The Group
will perform the calculation of ECL rates
separately for different types of customers
including related parties.

Actual credit loss experience will be
adjusted to reflect differences between
economic conditions during the period over
which the historical data was collected,
current conditions and the Group’s view

of economic conditions over the expected
lives of the receivables and related party
balances.

The Group estimates that application of
IFRS 9's impairment requirements as at

1 January 2018 may result in an increase
over impairment recognised under |IAS 39.

iii.  Hedging

IFRS 9 incorporates new hedge accounting
rules that intend to align hedge accounting
with the Group’s risk management
objectives and strategy and to apply a more
qualitative and forward looking approach
to assessing hedge effectiveness. In
accordance with IFRS 9, the Group has

an accounting policy choice to defer the
adoption of IFRS 9 hedge accounting and to
continue with IAS 39 hedge accounting.

NOTES FORMING PART OF THE CONSOLIDATED
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2.1

Summary of significant
accounting policies [continued)]

Basis of preparation [continued)

The Group will take advantage of the
exemption allowing it not to restate
comparative information for prior
periods with respect to classification and
measurement (including impairment)
changes. Differences in the carrying
amounts of financial assets and financial
liabilities resulting from the adoption of
IFRS 9 will generally be recognised in
equity as at 1 January 2018.

IFRS 16 Leases (2016)]

IFRS 16, published in January 2016
replaces the previous guidance in IAS 17
Leases. Under this revised guidance, leases
will be brought onto companies’ balance
sheets, increasing the visibility of their
assets and liabilities. It further removes the
classification of leases as either operating
leases or finance leases treating all leases
as finance leases from the perspective

of the lessee, thereby eliminating the
requirement for lease classification test.
The revised guidance has an increased
focus on who controls the asset and may
change which contracts are leases. IFRS 16
is effective for annual periods beginning on
or after 1 January 2019.

The following new or amended standards
are not expected to have a significant
impact of the Group’s consolidated financial
statements:

e Transfers of Investment Property
(Amendments to IAS 40) (effective for
annual periods beginning on or after 1
January 2018).

e Annual Improvements to IFRSs
2014-2016 Cycle - various standards
(amendments to IFRS1 and IAS 28)
(effective for annual periods beginning
on or after 1 January 2018).

e Sale or Contribution of Assets between
an Investor and its Associate or Joint
Venture (Amendments to IFRS 10 and
IAS 28)

2.2

The following standards, amendments
and interpretations that are mandatorily
effective from the current year:

e Annual Improvements to IFRSs
2014-2016 Cycle (various standard)
(Amendments to IFRS 12)

e Recognition of Deferred Tax Assets
for Unrealized Losses
(Amendments to IAS 12)

e Disclosure Initiative
(Amendment to IAS 7)

These standards and amendments do not
have a significant impact on the Group’s
consolidated financial statements as at 31
December 2017.

Basis of consolidation
(a) Subsidiaries

Subsidiaries are all entities over which the
Group has control. The Group controls an
entity when it is exposed to, or has rights
to, variable returns from its involvement
with the entity has the ability to affect those
returns through its power over the entity.
Subsidiaries are fully consolidated from the
date on which control is transferred to the
Group and are de-consolidated from the
date that control ceases.

The Group applies the acquisition method
to account for business combinations.

The consideration transferred for the
acquisition of a subsidiary is the fair

value of the assets transferred, the
liabilities incurred to the former owners

of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of any
asset or liability resulting from a contingent
consideration arrangement. Identifiable
assets acquired and liabilities and
contingent liabilities assumed in a business
combination are measured initially at

their fair values at the acquisition date.
Accounting policies of subsidiaries have
been changed where necessary to ensure
consistency with the accounting policies
adopted by the Group.
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Summary of significant
accounting policies [continued)]

2.2 Basis of consolidation (continued)
(a] Subsidiaries (continued)

The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis, either at fair value
or at the non-controlling interest’s
proportionate share of the recognised
amounts of acquiree’s identifiable net
assets.

Goodwill is initially measured as the excess
of the aggregate of the consideration
transferred, the amount of any non-
controlling interest in the acquiree and the
acquisition-date fair value of any previous
equity interest in the acquiree over the fair
value of net identifiable assets acquired and
liabilities assumed. If this consideration is
lower than the fair value of the net assets
of the subsidiary acquired, the difference is
recognised in profit or loss.

[b]  Eliminations on consolidation

Material inter-company transactions,
balances, income and expenses on
transactions between Group companies
are eliminated. Profits and losses resulting
from inter-company transactions that are
recognised in assets are also eliminated.
Consolidated financial statements are
prepared using uniform accounting policies
for like transactions.

[c] Associates

Associates are all entities over which

the Group has significant influence but

not control, generally accompanying a
shareholding of between 20% and 50% of
the voting rights. Investments in associates
are accounted for using the equity method
of accounting. Under the equity method, the
investment is initially recognised at cost,
and the carrying amount is increased or

decreased to recognise the investor’s share
of the profit or loss of the investee after the
date of acquisition. The Group’s investment
in associate includes goodwill identified on
acquisition.

The Group’s share of post-acquisition profit
or loss is recognised in the consolidated
statement of profit or loss, and its share
of post-acquisition movements in other
comprehensive income is recognised

in other comprehensive income with a
corresponding adjustment to the carrying
amount of the investment. When the
Group’s share of losses in an associate
equals or exceeds its interest in the
associate, including any other unsecured
receivables, the Group does not recognise
further losses, unless it has incurred
legal or constructive obligations or made
payments on behalf of the associate.

The Group determines at each reporting
date whether there is any objective
evidence that the investment in associate

is impaired. If this is the case, the Group
calculates the amount of impairment as the
difference between the recoverable amount
of the associate and its carrying value and
recognises the amount in the consolidated
statement of profit or loss.

Profits and losses resulting from upstream
and downstream transactions between

the Group and its associate are recognised
in the Group’s consolidated financial
statements only to the extent of unrelated
investor’s interests in the associate.
Unrealised losses are eliminated unless
the transaction provides evidence of an
impairment of the asset transferred.
Accounting policies of associate have

been changed where necessary to ensure
consistency with the policies adopted by the
Group.

2 Summary of significant

accounting policies [continued)]

2.2 Basis of consolidation [continued)
(d)  Joint ventures

The Group’s interests in joint ventures are
accounted for using the equity method

of accounting. Under the equity method,
the investment is initially recognised at
cost and adjusted thereafter to recognise
the Group’s share of the post-acquisition
profits or losses and movements in other
comprehensive income. When the Group’s
share of losses in a joint venture equals or
exceeds its interests in the joint ventures,
the Group does not recognise further
losses, unless it has incurred obligations or
made payments on behalf of joint ventures.
The Group’s investment in joint venture
includes goodwill identified on acquisition.

The Group determines at each reporting
date whether there is any objective
evidence that the investment in joint
ventures is impaired. If this is the case, the
Group calculates the amount of impairment
as the difference between the recoverable
amount of the joint venture and its carrying
value and recognises the amount in the
consolidated statement of profit or loss.

Profits and losses resulting from upstream
and downstream transactions between the
Group and its joint venture are recognised in
the Group’s consolidated financial statements
only to the extent of unrelated investor’s
interests in the joint venture. Unrealised
losses are eliminated unless the transaction
provides evidence of an impairment of the
asset transferred. Accounting policies of
joint ventures have been changed where
necessary to ensure consistency with the
policies adopted by the Group.

2.3 Segment reporting

Operating segments are reported in a
manner consistent with the internal
reporting provided to the chief operating

NOTES FORMING PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS

decision-maker. The chief operating
decision-maker, who is responsible

for allocating resources and assessing
performance of the operating segments,
has been identified as the Board of
Directors that makes strategic decisions.

2.4 Foreign currency translation

(a]  Functional and presentation currency

Items included in the financial statements
of each of the Group’s entities are
measured using the currency of the
primary economic environment in which the
entity operates (“the functional currency”).
The consolidated financial statements are
presented in United Arab Emirates Dirham
("AED"), which is the Company’s functional
and the Group’s presentation currency.

[b] Transactions and balances

Foreign currency transactions are
translated into the functional currency
using the exchange rates prevailing at

the dates of the transactions or valuation
where items are re-measured. Foreign
exchange gains and losses resulting from
the settlement of such transactions and
from the translation at year end exchange
rates of monetary assets and liabilities
denominated in foreign currencies are
recognised in the consolidated statement of
profit or loss.

Foreign exchange gains and losses

that relate to borrowings and cash and
cash equivalents are presented in the
consolidated statement of profit or loss
within “finance income or cost”. All other
foreign exchange gains and losses are
presented in the consolidated statement
of profit or loss within “other operating
income or expense”.
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Summary of significant
accounting policies [continued)]

2.4 Foreign currency translation
[continued)

[c] Group entities

The results and financial position of all
the Group entities (none of which has the
currency of a hyperinflationary economy)
that have a functional currency different
from the presentation currency are
translated into the presentation currency
as follows:

(i) Assets and liabilities for each
statement of financial position
presented are translated at the closing
rate at the date of the statement of
financial position;

(i) Income and expenses for each statement
of profit or loss are translated at average
exchange rates; and

(iii) All resulting exchange differences are
recognised as a separate component
of equity.

On consolidation, exchange differences
arising from the translation of the net
investment in foreign operations, and of
borrowings are taken to equity.

On the disposal of a foreign operation, all
of the exchange differences accumulated
in equity in respect of that operation
attributable to the equity holders of the
Company are reclassified to profit or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation,
the proportionate share of accumulated
exchange differences are re-attributed

to non-controlling interests and are not
recognised in profit or loss.

2.5 Property and equipment

Property and equipment are stated

at historical cost less accumulated
depreciation and accumulated impairment
losses, if any. The cost of property and
equipment is its purchase cost together
with any incidental costs of acquisition.
Subsequent costs are included in the
asset’s carrying amount or recognised

as a separate asset, as appropriate, only
when it is probable that future economic
benefits associated with the item will flow
to the Group and the cost of the item can be
measured reliably.

All other repairs and maintenance costs
are charged to the consolidated statement
of profit or loss during the financial year in
which they are incurred.

Land is not depreciated. Depreciation

on other assets is calculated using the
straight-line method, at rates calculated to
reduce the cost of assets to their estimated
residual value over their expected useful
lives, as follows:

Type of assets Years
Buildings 20
Leasehold improvements 4
Furniture and fixtures 4-5
Office equipment 4
Motor vehicles 4

2 Summary of significant

accounting policies [continued)]
2.5 Property and equipment (continued]

The assets’ residual values and useful lives
are reviewed, and adjusted if appropriate,
at the end of each reporting period. An
asset’s carrying amount is written down
immediately to its recoverable amount if
the asset’s carrying amount is greater than
its estimated recoverable amount.

Gains and losses on disposals are
determined by comparing proceeds

with the asset’s carrying amount. These
are recognised within “other income or
expense” in the consolidated statement of
profit or loss.

Capital work-in-progress is stated

at cost and includes property that is

being developed for future use. When
commissioned, capital work-in-progress is
transferred to the respective category, and
depreciated in accordance with the Group’s

policy.
2.6 Investment property
Recognition

Land and buildings owned by the Group

for the purposes of generating rental
income or capital appreciation or both

are classified as investment properties.
Properties that are being constructed or
developed for future use as investment
properties are also classified as investment
properties.

When the Group begins to redevelop an
existing investment property for continued
future use as an investment property,

the property remains as an investment
property, which is measured based on

fair value model and is not reclassified

as development property during the
redevelopment as an investment property.

NOTES FORMING PART OF THE CONSOLIDATED
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Measurement

Investment properties are initially
measured at cost, including related
transaction costs. Subsequent to initial
recognition, investment properties are
accounted for using the fair value model
under International Accounting Standard
No. 40 “Investment Property”. Any gain or
loss arising from a change in fair value is
recognised in the profit or loss.

Where the fair value of an investment
property under development is not
reliably determinable, such property is
measured at cost until the earlier of the
date construction is completed and the
date at which fair value becomes reliably
measurable.

Transfer from properties held for sale to
investment properties

Certain properties held for sale are
transferred to investment properties when
those properties are either released for
rental or for capital appreciation or both.
The properties held for sale are transferred
to investment properties at fair value on the
date of transfer and gain arising on transfer
is recognised in profit or loss. Subsequent
to initial measurement, such properties

are valued at fair value in accordance with
the measurement policy for investment
properties. Any gain arising on this
remeasurement is recognised in profit or
loss on the specific property.

Transfer from investment properties to
properties held for sale

Properties are transferred from
investment properties to properties held
for development and sale when there is

a change in intention to use the property.
Such transfers are made at the fair value
of the properties at the date of transfer
and gain arising on transfer is recognised
in statement of profit or loss. Subsequent
to initial measurement, such properties
are valued at cost in accordance with the
measurement policy for properties held for
development and sale.
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Summary of significant
accounting policies [continued)]

2.6 Investment property (continued)

Transfer from investment properties to
owner-occupied property

If an investment property becomes owner-
occupied property, it is reclassified as
property and equipment. Its fair value at the
date of reclassification becomes its cost for
subsequent accounting purposes.

Transfer from owner-occupied property to
investment properties

When the use of a property changes from
owner-occupied to investment property, the
property is remeasured to fair value and
reclassified accordingly. Any gain arising
on this remeasurement is recognised in
profit or loss to the extent that it reverses
a previous impairment loss on the

specific property, with any remaining gain
recognised in other comprehensive income
and presented in the revaluation reserve.
Any loss is recognised in profit or loss.

Sale of investment properties

Certain investment properties are sold

in the ordinary course of business. No
revenue and direct / operating costs

are recognised for sale of investment
properties. Any gain or loss on disposal of
sale of investment properties (calculated

as the difference between the net proceeds
from disposal and carrying amount] is
recognised in the consolidated statement of
profit or loss.

2.7 Impairment of non-financial assets

At each reporting date, the Group reviews
the carrying amounts of its non-financial
assets, other than investment property, to
determine whether there is any indication
of impairment. If any such indication exists,
then the asset’s recoverable amount is
estimated.

A cash generating unit is the smallest
identifiable asset group that generates cash
flows that are largely independent from
other assets and groups. For impairment
testing, assets are grouped together into
the smallest group of assets that generates
cash inflows from continuing use that are
largely independent of the cash inflows of
other assets or CGUs.

The recoverable amount of an asset or CGU
is the greater of its value in use and its

fair value less costs to sell. Value in use is
based on the estimated future cash flows,
discounted to their present value using a
pre-tax discount rate that reflects current
market assessments of the time value of
money and the risks specific to the asset or
CGU.

An impairment loss is recognised if the
carrying amount of an asset or its cash-
generating unit exceeds its recoverable
amount. Impairment losses, if any, are
recognised in the profit or loss.

2.8 Financial instruments

2.8.1Derivative financial instrument and
hedge accounting

Derivative financial instruments are
initially recognised at fair value on
the date when a derivative contract
is entered into and are subsequently
remeasured at their fair value. All
derivative financial instruments are
carried as asset when fair value is
positive and as liabilities when fair
value is negative.

2 Summary of significant

accounting policies [continued)]
2.8 Financial instruments (continued)

2.8.1 Derivative financial instrument and
hedge accounting (continued)

Cash flow hedge

When a derivative is designated as a cash
flow hedging instrument, the effective
portion of changes in the fair value of

the derivative is recognised in other
comprehensive income and accumulated
in the hedging reserve. Any ineffective
portion of changes in the fair value of the
derivative is recognised immediately in
profit or loss.

The amount accumulated in equity is
retained in other comprehensive income
and reclassified to profit or loss in the
same period or periods during which the
hedged forecast cash flows affect profit
or loss or the hedged item affects profit
or loss.

If the forecast transaction is no longer
expected to occur, the hedge no
longer meets the criteria for hedge
accounting, the hedging instrument
expires or is sold, terminated or
exercised, or the designation is
revoked, then hedge accounting is
discontinued prospectively. If the
forecast transaction is no longer
expected to occur, then the amount
accumulated in equity is reclassified to
profit or loss.

Fair value hedge

When a derivative is designated as the
hedging instrument in a hedge of the
change in fair value of a recognised
asset or liability or a firm commitment
that could affect profit or loss, changes
in the fair value of the derivative are
recognised immediately in profit or loss
together with changes in the fair value
of the hedged item that are attributable
to the hedged risk (in the same line
item in the statement of profit or loss
and OCl as the hedged item).
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If the hedging derivative expires or is
sold, terminated or exercised, or the
hedge no longer meets the criteria
for fair value hedge accounting, or the
hedge designation is revoked, then
hedge accounting is discontinued
prospectively. However, if the derivative
is novated to a central counterparty
by both parties as a consequence of
laws or regulations without changes
in its terms except for those that are
necessary for the novation, then the
derivative is not considered as expired
or terminated.

Any adjustment up to the point of
discontinuation to a hedged item for
which the effective interest method
is used is amortised to profit or loss
as part of the recalculated effective
interest rate of the item over its
remaining life.

2.8.2 Non-derivative financial instruments

The Group classifies its non-derivative
financial assets into loans and receivables
and available-for-sale financial assets
categories. The Group classified its
non-derivative financial liabilities into
other financial liabilities category. The
classification depends on the purpose

for which the financial instruments were
acquired. Management determines the
classification of its financial instruments at
initial recognition.

(a] Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current
assets, except for maturities greater than
12 months after the statement of financial
position date, which are classified as non-
current assets. Loans and receivables are
carried at amortised cost using the effective
interest method. Loans and receivables are
classified as trade and other receivables,
due from related parties, long term fixed
deposit and cash and bank balances (Notes
10, 11 and 12) in the financial position.
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Summary of significant
accounting policies [continued)]

2.8 Financial instruments (continued)

2.8.2 Non-derivative financial instruments
[continued]

[b] Available-for-sale financial assets

Available-for-sale financial assets are
non-derivatives assets that are either
designated in this category or not classified
in any of the other categories of financial
assets. They are included in non-current
assets unless the investment matures or
management intends to dispose it of within
twelve months of the end of the reporting
period.

[c] Financial liabilities

Financial liabilities are initially recognised
on the trade date and is derecognised
when the obligation under the liability is
discharged or cancelled or expires. When
an existing financial liability is replaced

by another from the same lender on
substantially different terms, or the terms
of an existing liability are substantially
modified, such an exchange or modification
is treated as a derecognition of the original
liability and the recognition of a new
liability, and the difference in the respective
carrying amounts is recognised in the profit
or loss.

2.8.3 Recognition and measurement

Regular purchases and sales of financial
assets are recognised on the trade-date,
being the date on which the Group commits
to purchase or sell the asset. Investments
are initially recognised at fair value plus
transaction costs for all financial assets
not carried at fair value through profit or
loss. Available-for-sale financial assets are
subsequently carried at fair value. Financial
assets are derecognised when the rights

to receive cash flows from the financial
assets have expired or where the Group

has transferred substantially all risks and
rewards of ownership.

Changes in the fair value of the available-
for-sale financial assets are recognised in
other comprehensive income. Dividends
on available-for-sale financial assets are
recognised in the profit or loss as part of
other income when the Group’s right to
receive payments is established.

Non-derivative financial liabilities are
initially recognised at fair value less any
directly attributable transaction costs.
Subsequent to initial recognition, these
liabilities are measured at amortised cost
using the effective interest method.

2.9 Impairment of financial assets

(a) Assets carried at amortised cost

The Group assesses at the end of each
reporting period whether there is objective
evidence that a financial asset or group of
financial assets is impaired.

A financial asset or a group of financial
assets is impaired and impairment losses
are incurred only if there is objective
evidence of impairment as a result of
one or more events that occurred after
the initial recognition of the asset (a ‘loss
event’) and that loss event (or events)
has an impact on the estimated future
cash flows of the financial asset or group
of financial assets that can be reliably
estimated.

Evidence of impairment may include
indications that the debtors or a group of
debtors is experiencing significant financial
difficulty, default or delinquency in interest
or principal payments, the probability that
they will enter bankruptcy or other financial
reorganisation, and where observable

data indicate that there is a measurable
decrease in the estimated future cash
flows, such as changes in arrears or
economic conditions that correlate with
defaults.

Summary of significant
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2.9 Impairment of financial assets
[continued)

(a] Assets carried at amortised cost
[continued)

For loans and receivables category, the
amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit
losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate. The carrying amount
of the asset is reduced and the amount of
the loss is recognised in the profit or loss.

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 was
recognised (such as an improvement in the
debtor’s credit rating), the reversal of the
previously recognised impairment loss is
recognised in the profit or loss.

[b] Assets classified as available-for-sale

In the case of equity securities classified

as available-for-sale, a significant or
prolonged decline in the fair value of the
security below its cost is considered as an
indicator that the securities are impaired. If
any such evidence exists for available-for-
sale financial assets, the cumulative loss

- measured as the difference between the
acquisition cost and the current fair value,
less any impairment loss on that financial
asset previously recognised in profit or loss
- is removed from equity and recognised

in the profit or loss. Impairment losses
recognised in the profit or loss on equity
instruments are not reversed through the
profit or loss.

2.10 Properties held for development
and sale

Land and buildings identified as held

for sale, including buildings under
construction, are classified as such and are
stated at the lower of cost and estimated
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net realisable value. The cost of work-in-
progress comprises construction costs and
other related direct / operating costs. Net
realisable value is the estimated selling
price in the ordinary course of business,
less cost of completion and selling
expenses.

The amount of any write down of properties
under development for sale is recognised
as an expense in the period the write down
or loss occurs. The amount of any reversal
of any write down arising from an increase
in net realisable value is recognised in
profit or loss in the period in which the
increase occurs.

2.11 Trade and other receivables

Trade receivables are amounts due from
customers for properties sold or services
performed in the ordinary course of
business. If collection is expected in one
year or less (or in the normal operating
cycle of the business if longer], they are
classified as current assets. If not, they are
presented as non-current assets.

Trade and other receivables are recognised
initially at fair value and subsequently
measured at amortised cost using the
effective interest method, less provision for
impairment.

A provision for impairment of trade
receivables is established when there

is objective evidence that the Group

will not be able to collect all amounts

due according to the original terms of
receivables. The amount of the provision is
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the original
effective interest rate.

The carrying amount of the asset is reduced
through the use of an allowance account,
and the amount of the loss is recognised in
the profit or loss. When a trade receivable
is uncollectible, it is written off against the
allowance account for trade receivables.
Subsequent recoveries of amounts
previously written off are credited to the
profit or loss.
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Summary of significant
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2.12 Cash and cash equivalents

Cash and cash equivalents includes cash
in hand and at bank, deposits held at call
with banks and other short-term highly
liquid investments with original maturities
of three months or less, net of bank
overdrafts. In the consolidated statement
of financial position, bank overdrafts

are shown within borrowings in current
liabilities.

2.13 Employee benefits

(a] End of service benefits to non-UAE
nationals

The provision for staff terminal benefits is
based on the liability that would arise if the
employment of all staff were terminated

at the reporting date and is calculated in
accordance with the provisions of UAE
Federal Labour Law and the relevant local
laws applicable to overseas subsidiaries.
Management considers these as long-
term obligations and accordingly they are
classified as long-term liabilities.

[b]  Pension and social security policy within
the UA.E

The Group is a member of the pension
scheme operated by the Federal Pension
General and Social Security Authority.
Contributions for eligible UAE National
employees are made and charged to the
consolidated statement of profit or loss, in
accordance with the provisions of Federal
Law No. 7 of 1999 relating to Pension and
Social Security Law.

2.14 Advances from customers

Instalments received from buyers, for
properties sold or services performed,
prior to meeting the revenue recognition
criteria, are recognised as advances from
customers. If their settlement, through
revenue recognition or refund, is expected

in one year or less, they are classified as
current liabilities. If not, they are presented
as non-current liabilities.

2.15 Trade payables

Trade payables are obligations to pay for
goods or services that have been acquired
in the ordinary course of business from
suppliers. Accounts payable are classified
as current liabilities if payment is due
within one year or less (or in the normal
operating cycle of the business if longer).
If not, they are presented as non-current
liabilities. These are recognised initially at
fair value and subsequently measured at
amortised cost using the effective interest
method.

2.16 Borrowings

Borrowings are recognised initially at fair
value, net of transaction costs incurred.
Borrowings are subsequently carried at
amortised cost; any difference between the
proceeds (net of transaction costs) and the
redemption value is recognised in the profit
or loss over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of loan
facilities are recognised as transaction
costs of the loan to the extent that it is
probable that some or all of the facility
will be drawn down. In this case, the fee is
deferred until the draw-down occurs.

Summary of significant
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2.17 Borrowings costs

General and specific borrowing costs
directly attributable to the acquisition,
construction or production of qualifying
assets, which are assets that necessarily
take a substantial period of time to get
ready for their intended use or sale, are
added to the cost of those assets, until such
time as the assets are substantially ready
for their intended use or sale.

Investment income earned on the
temporary investment of specific
borrowings pending their expenditure on
qualifying assets is deducted from the
borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in
profit or loss in the period in which they are
incurred.

2.18 Provisions

Provisions are recognised when the
Group has a present legal or constructive
obligation as a result of past events and
it is probable that an outflow of resources
embodying economic benefits will be
required to settle the obligation; and

the amount has been reliably estimated.
Provisions are not recognised for future
operating losses.

Where there are a number of similar
obligations, the likelihood that an outflow
will be required in settlement is determined
by considering the class of obligations as

a whole. A provision is recognised even if
the likelihood of an outflow with respect to
any one item included in the same class of
obligations may be small.

Provisions are measured at the present
value of the expenditures expected to be
required to settle the obligation using a rate
that reflects current market assessments
of the time value of money and risks
specific to the obligation. Increases in
provisions due to the passage of time are
recognised as interest expense.

NOTES FORMING PART OF THE CONSOLIDATED
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2.19 Revenue recognition

Revenue comprises the fair value of the
consideration received or receivable for the
sale of goods and services in the ordinary
course of the Group’s activities.

Revenue is measured based on the
consideration specified in a contract with a
customer. Revenue is recognised when the
Group transfers control over a product or
service to a customer.

(a] Revenue from sale of properties

The Group recognises revenue from sale
of properties based on a five step model as
set out in IFRS 15:

Step 1 Identify the contract(s) with a customer:

A contract is defined as an agreement
between two or more parties that
creates enforceable rights and
obligations and sets out the criteria for
every contract that must be met.

Step 2 Identify the performance obligations in

the contract: A performance obligation
is a promise in a contract with a
customer to transfer a good or service
to the customer.

Step 3 Determine the transaction price:

The transaction price is the amount

of consideration to which the Group
expects to be entitled in exchange for
transferring promised goods or service
to a customer, excluding amounts
collected on behalf of third parties.

Step 4 Allocate the transaction price to

the performance obligations in the
contract: For a contract that has more
than one performance obligation, the
Group will allocate the transaction
price to each performance obligation

in an amount that depicts the amount
of consideration to which the Group
expects to be entitled in exchange for
satisfying each performance obligation.

Step 5 Recognise revenue when (or as)

the entity satisfies a performance
obligation.
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Summary of significant
accounting policies [continued)]

2.19 Revenue recognition (continued)]

(a] Revenue from sale of properties
[continued)

The Group satisfies a performance
obligation and recognises revenue over
time, if one of the following criteria is met:

1. The customer simultaneously receives
and consumes the benefits provided by
the Group’s performance as the Group
performs; or

2. The Group’s performance creates or
enhances an asset that the customer
controls as the asset is created or
enhanced; or

3. The Group’s performance does not
create an asset with an alternative
use to the Group and the entity has
an enforceable right to payment for
performance completed to date.

For performance obligations where one of
the above conditions are not met, revenue
is recognised at the point in time at which
performance obligation is satisfied.

When the Group satisfies a performance
obligation by delivering the promised goods
or services, it creates a contract asset based
on the amount of consideration earned by
the performance. Where the amount of
consideration received from a customer
exceeds the amount of revenue recognised,
this gives rise to a contract liability.

[b] Forfeiture income

Forfeiture income is recognised in the
consolidated statement of profit or loss
when, in the case of properties sold and not
yet recognised as revenue, a customer does
not fulfil to the contractual payment terms.
This is deemed to take place when, despite

rigorous follow-up with the defaulted
customer, as per the procedures set out by
the Dubai Real Estate Regulatory Authority,
the customer continues to default on the
contractual terms.

[c] Service revenue

Revenue from services such as property
management and facilities management
is recognised in the accounting period in
which the services are rendered.

[d) Leasing income

Leasing income from operating leases is
recognised on a straight-line basis over
the lease term. When the Group provides
operating lease incentives to its customers,
the aggregate cost of incentives are
recognised as a reduction of rental income

over the lease term on a straight-line basis.

le] Finance income

Finance income is recognised in the
consolidated statement of profit or loss on
a time-proportion basis using the effective
yield method.

[f}  Dividend income

Dividend income is recognised when the
right to receive the dividend is established.

2.20 Dividend distribution

Dividend distribution to the Company’s
shareholders is recognised as a liability
in the Group’s consolidated financial
statements in the period in which the
dividends are approved by the Company’s
shareholders.

Summary of significant
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2.21 Leases

Leases in which a significant portion of

the risks and rewards of ownership are
retained by the lessor are classified as
operating leases. Payments made under
operating leases (net of any incentives
received from the lessor] are charged to the
profit or loss on a straight-line basis over
the period of the lease.

2.22 Offsetting financial instruments

Financial assets and liabilities are offset
and the net amount is reported in the
consolidated statement of financial position
when there is a legally enforceable right to
offset the recognised amounts and there

is an intention to settle on a net basis or
realise the asset and settle the liability
simultaneously.

2.23 Directors’ remuneration

Pursuant to Article 169 of the Federal
Law No. (2) of 2015 and in accordance
with article of association of the Company,
the Directors shall be entitled for
remuneration, which shall not exceed
10% of the net profit after deducting
depreciation and the reserves.

Financial risk management

3.1 Financial risk factors

The Group’s activities expose it to a variety
of financial risks: market risk (including
currency risk, cash flow and fair value
interest rate risk and other price risk],
credit risk and liquidity risk. The Group’s
overall risk management programme
focuses on the unpredictability of financial
markets and seeks to minimise potential
adverse effects on the Group’s financial
performance.
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Risk management is carried out by the
senior management under policies
approved by the Board of Directors.
Management evaluates financial risks
in close co-ordination with the Group’s
operating units.

Market risk

Currency risk

Foreign exchange risk arises from future
commercial transactions, recognised
assets and liabilities and net investments in
foreign operations.

The Group does not have any significant
exposure to foreign currency risk since the
majority of transactions are denominated
in AED, US Dollars or other currencies,
whereby the AED or other currencies are
pegged to the US Dollar.

Price risk

The Group is exposed to equity securities
price risk through investments held by the
Group and classified as available-for-sale.

Cash flow and fair value interest rate risk

The Group has an insignificant interest
rate risk arising from interest bearing
bank deposits. Bank deposits are placed
with banks offering favourable rates. The
Group’'s interest rate risk arises from its
interest bearing liabilities.
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Financial risk management
[continued)

3.1 Financial risk factors [continued)

Market risk [continued)

Cash flow and fair value interest rate risk
[continued)

At 31 December 2017, if profit rates on
borrowings had been 1% higher/lower
with all other variables held constant,
profit for the year would have been AED
4.3 million lower/higher (2016: profit for
the year would have been AED 4.4 million
lower/higher), mainly as a result of higher/
lower interest expense on floating rate
borrowings.

Derivative financial instrument

During the year, the Company entered into
profit rate swap agreement in order to
hedge its exposure against profit rate risk.
The table below shows the fair values of
derivative financial instrument, which is
equivalent to the market value, together
with the notional amount. The notional
amount is the amount of a derivative’s
underlying asset, reference rate or index
and is the basis upon which changes in
the value of derivative is measured. The
notional amount indicates the volume of
transactions outstanding at the reporting
date and are neither indicative of the
market nor credit risk.

3 Financial risk management

[continued)

3.1 Financial risk factors (continued)
Liquidity risk

The Group monitors its risk of a possible
shortage of funds using cash flow forecasts.
These forecasts consider the maturity of
both its financial investments and financial
assets (e.g. accounts receivable, other
financial assets) and projected cash flows
from operations.
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The Group’s objective is to maintain a
balance between continuity of funding and
flexibility through the use of bank facilities.
The Group manages liquidity risk by
maintaining adequate reserves and banking
facilities, by continuously monitoring
forecasted and actual cash flows and
matching the maturity profiles of financial
assets and liabilities. The table below
analyses the Group’s financial liabilities

into relevant maturity groupings based on
the remaining period at the statement of
financial position to the contractual maturity
date. The amounts disclosed in the table are
the contractual undiscounted cash flows.

2017 2017 2016 2016

AED’000 AED’000 AED’000 AED’000

Notional Notional

Fair value amount Fair value amount

Profit rate swap (1,146) 52,522 - -
(1,146) 52,522 - -

Credit risk

The Group is exposed to credit risk in
relation to its monetary assets, mainly
trade and other receivables, due from
related parties, cash at bank and bank
deposits. Trade receivables are made
to customers with an appropriate credit

history. The Group has no other significant
concentrations of credit risk. Bank deposits
are limited to high-credit-quality financial
institutions. The carrying amount of
financial assets represents the maximum
credit exposure at the reporting date. The
maximum exposure to credit risk at the
reporting date was:

Carrying Contractual Within 1 2to5 Morethan5
amount cash flows year years years
AED’000 AED’000 AED’000 AED’000 AED’000

As at 31 December 2017
Islamic finance facilities 668,339 764,869 124,742 482,715 157,412
Trade and other payables 728,711 728,711 728,711 - -
Retentions payable 78,153 78,153 33,018 45,135 -
Due to related parties 12,710 12,710 12,710 - -
1,487,913 1,584,443 899,181 527,850 157,412

As at 31 December 2016
Islamic finance facilities 438,679 482,747 112,326 351,268 19,153
Trade and other payables 736,767 736,767 736,767 - -
Retentions payable 29,029 29,029 1,155 27,874 -
Due to related parties 12,299 12,299 12,299 - -
1,216,774 1,260,842 862,547 379,142 19,153

2017 2016

AED’000 AED’000

Long term fixed deposits 51,187 50,377
Trade and other receivables 467,872 111,411
Due from related parties 1,817,171 1,954,449
Bank balances 367,333 645,718
2,703,563 2,761,955
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3.2 Capital risk management

The Group’s objectives when managing
capital are to safeguard the Group’s ability
to continue as a going concern in order

to maximise returns to shareholders and
benefits for other stakeholders and to
maintain an optimal capital structure to
reduce the cost of capital.

In order to maintain or adjust the capital
structure, the Group may adjust the amount

of dividends paid to shareholders, return
capital to shareholders, issue new shares
or sell assets to reduce debt.

There were no changes in the Group’s
approach to capital management during
the year. Except for complying with certain
provisions of the UAE Federal Law No. (2)
of 2015, the Group is not subject to any
externally imposed capital requirements.
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Financial risk management
[continued)

3.3 Fair value estimation

The Group has an established control
framework with respect to the measurement
of fair values, and management has overall
responsibility for overseeing all significant
fair value measurements, including Level 3
fair values.

The management regularly reviews
significant unobservable inputs and
valuation adjustments. If third party
information, such as broker quotes or
pricing services, is used to measure fair
values, then the management assesses the
evidence obtained from the third parties to
support the conclusion that such valuations
meet the requirements of IFRS, including
the level in the fair value hierarchy in which
such valuations should be classified.

When measuring the fair value of an

asset or a liability, the Group uses market
observable data as far as possible. Fair
values are categorised into different levels
in a fair value hierarchy based on the inputs
used in the valuation techniques as follows.

Level 1: quoted prices (unadjusted) in active
markets for identical assets or liabilities.

Level 2: inputs other than quoted prices
included in Level 1 that are observable for
the asset or liability, either directly (i.e.

as prices) or indirectly (i.e. derived from
prices).

Level 3: inputs for the asset or liability that
are not based on observable market data
(unobservable inputs).

The following table presents the Group’s
financial assets that are measured at fair

value:
Level 2 Level 3 Total
AED’000 AED’000 AED’000

As at 31 December 2017

Available-for-sale financial assets - - 19,816
As at 31 December 2016
Available-for-sale financial assets - - 22,186
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The carrying value less impairment
provision of trade receivables and payables
are assumed to approximate their fair
values due to the short-term nature

of trade receivables. The fair value of
financial liabilities for disclosure purposes

is estimated by discounting the future
contractual cash flows at the current
market interest rate that is available to the
Group for similar financial instruments.
Other receivables and payables
approximate their fair values.

Critical accounting estimates
and judgements

Estimates and judgements are continually
evaluated and are based on historical
experience and other factors, including
expectations of future events that are
believed to be reasonable under the
circumstances.

The Group makes estimates and
assumptions concerning the future. The
resulting accounting estimates will, by
definition, seldom equal the related actual
results. The estimates and assumptions
that have a significant risk of causing

a material adjustment to the carrying
amounts of assets and liabilities within the
next financial year are discussed below.

(a] Valuation of investment properties

The Group follows the fair value model
under IAS 40 where investment property
owned for the purpose of generating rental
income or capital appreciation, or both, are
fair valued based on valuation carried out
by an independent registered valuer, who
carried out the valuation in accordance
with RICS Appraisal and Valuation

Manual issued by the Royal Institute of
Chartered Surveyors and the internal
valuation performed by the Group’s finance
department.

The fair values have been determined

by taking into consideration market
comparables and / or the discounted cash
flows where the Group has on-going lease
arrangements. In this regard, the Group’s
current lease arrangements, which are
entered into on an arm’s length basis and
which are comparable to those for similar
properties in the same location, have been
taken into account.

In case where the Group does not have
any on-going lease arrangements, fair
values have been determined, where
relevant, having regard to recent market
transactions for similar properties in the
same location as the Group’s investment
properties. These values are adjusted
for differences in key attributes such as
property size.

Management of the Company has reviewed
the assumption and methodology used
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by the independent registered valuer and
in their opinion these assumptions and
methodology seems reasonable as at the
reporting date considering the current
economic and real estate outlook in UAE.

(b]  Recoverability of investment in a joint
venture and an associate [ ‘equity
accounted investees”]

Recoverability of investment in equity
accounted investees is an area involving
significant management judgement, and
requires an assessment as to whether the
carrying value of the investment in equity
accounted investees can be supported by
the carrying value of the assets held by
equity accounted investees.

For property portfolio held by equity
accounted investees, management
performs an internal valuation to determine
the fair value using a valuation technique
based on a discounted cash flow model
and, when deemed necessary, also engages
professionally qualified external valuers

to determine the fair value of property
portfolio of equity accounted investees.

In calculating the net present value of the
future cash flows of properties portfolio

of equity accounted investees, certain
assumptions are required to be made in
respect of the impairment reviews. The
key assumptions on which management
has based its cash flow projections when
determining the recoverable amount of the
assets are as follows:

e Discount rate based on the equity
accounted investee’s weighted average
cost of capital with a risk premium
reflecting the relative risks in the
markets in which the businesses
operate.

e Growth rate based on a conservative
view of the long-term rate of growth.

Management assesses the impairment for
property portfolio held by equity accounted
investees whenever events or changes in
circumstances indicate that the carrying
value may not be recoverable. Factors that
are considered important, which could
trigger an impairment review include
evidence that no profits or cash flows will
be generated from the related asset.
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Critical accounting estimates
and judgements (continued)

IFRS 15 Revenue from contracts
with customers

The application of revenue recognition
policy in accordance with IFRS 15 requires
management to make the following
judgements:

Satisfaction of performance obligation

The Group is required to assess each of
its contracts with customers to determine
whether performance obligations are
satisfied over time or at a point in time

in order to determine the appropriate
method of recognising revenue. The Group
has assessed that based on the sale and
purchase agreements entered into with
customers and the provisions of relevant
laws and regulations, where contracts are
entered into to provide real estate assets
to customer, the Group does not create an
asset with an alternative use to the Group
and usually has an enforceable right to
payment for performance completed to
date. In these circumstances the Group
recognises revenue over time and in other
cases, revenue is recognised at a point in
time.

Determination of transaction prices

The Group is required to determine the
transaction prices in respect of each of

its contracts with customers. In making
such judgement the Group assesses the
impact of any variable consideration in the
contract, due to discounts or penalties,
the existence of any significant financing
component in the contract and any non-
cash consideration in the contract.

Transfer of control in contracts with customers

In cases where the Group determines that
performance obligations are satisfied at a
point in time, revenue is recognised when
control over the asset that is subject of the
contract is transferred to the customer.

In the case of contracts to sell real estate
assets this is generally when the unit has
been handed over to the customer.

Allocation of transaction price to performance
obligation in contracts with customers

The Group has elected to apply the input
method in allocating the transaction

price to performance obligations where
revenue is recognised over time. The Group
considers that the use of input method
which requires revenue recognition on

the basis of the Group’s efforts to the
satisfaction of the performance obligation
provides the best reference of revenue
actually earned. In applying the input
method, the Group estimates the cost to
complete the projects in order to determine
the amount of revenue to be recognised.

Cost to complete the projects

The Group estimates the cost to complete
the projects in order to determine the cost
attributable to revenue being recognised.
These estimates include the cost of design
and consultancy, construction, potential
claims by contractors as evaluated by the
project consultant and the cost of meeting
other contractual obligations to the
customers.
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5 Property and equipment

Motor
vehicles

Office
equipment

Furniture

and fixtures

Leasehold
Improvements

Capital work

Total
AED’000

Buildings

in progress

AED’000 AED’000 AED’000 AED’000 AED’000

AED’000

Cost

302,625

39,743 5,156 7,826 26,743 913

222,244
82,288

304,532

At 1 January 2016

Additions

82,973
385,598

253
26,996

432
8,258

913

5,156

39,743

At 31 December 2016

385,598

26,996 913

8,258

39,743 5,156

304,532

At 1 January 2017

Additions

723 903 207,499
(620) (689)

696

1,103

204,074

(1,309)

Disposals

42

(3)

(1,993)

1,954
5,904
(2,135)
46,569

Reclassification

5,904
(2,135)
595,557

Transfer from properties held for development and sale (Note 8)
Transfer to investment properties (Note 6)

At 31 December 2017

8,358 27,252 913

3,859

508,606

Accumulated depreciation

At 1 January 2016

37,698

600

20,103

7,228

2,894

6,873

3,945
41,643

125
725

66 1,283
21,386

7,294

201
3,095

2,270

Charge for the year (Note 24)

At 31 December 2016

9,143

3,095 7,294 21,386 725 41,643

9,143
2,215

At 1 January 2017

6,352
(1,306)

527 2,258 125

(619)

1,227

Charge for the year (Note 24)

Disposals

(687)

(1,993) (3) 42

1,954
(819)
12,493

Reclassification

(819)
45,870

Transfer to investment properties (Note 6)

At 31 December 2017

850

22,999

7,199

2,329

549,687

63
188

34,076 1,530 1,159 4,253
2,061

30,600

508,606

Net book value - 31 December 2017
Net book value - 31 December 2016

343,955

5,610

964

304,532

Capital work-in-progress represents expenditure incurred on the construction of hotel and service apartments which are intended to be used according to the Company’s relevant business

model. The construction works on these hotel and service apartments are ongoing at the reporting date and management expects to complete the construction in 2018.

Buildings with a carrying value of AED 16.8 million (2016: AED 18.1 million) and capital work in progress with carrying value of AED 101 million (2016: Nil) are mortgaged under Islamic finance

obligations (Note 16).
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6 Investment properties
UAE U.AE UAE UA!E 2017 2016
Office Parking Stores Retail
i . - Total Total
building spaces units units
AED’000 AED’000 AED’000 AED’000 AED’000 AED'000
Fair value hierarchy 3 3 3 3
Fair value at 1 January 85,795 66,445 10,711 167,718 330,669 253,556
Additions 88 135 - - 223 848
Transfer from properties held for sale
- - - - - 773
(Note 8)
Transfer (to) / from property and (1,434) } } 2,750 1,316 i
equipment (Note 5)
Net gain/(loss) from fair value
adjustments on investment properties Z52) 2,435 B 4,098 22l 75,492
Fair value at 31 December 83,707 69,035 10,711 174,566 338,019 330,669

In 2016, the Company reclassified its
portfolio of parking spaces and store units
in various buildings from property held for
sale to investment properties as a result
of change in use of these parking spaces
and store units. The parking spaces and
store units were reclassified to investment
properties at their fair value on the date
of transfer based on a fair valuation
assessment carried out by an external
valuer resulting in a fair value gain of

AED 66.45 million and AED 9.93 million
respectively. The gain was recognised in
the consolidated statement of profit or
loss in accordance with the accounting
policy adopted for the measurement of
investment properties.

In the current year, the Company has
reclassified additional units from its
portfolio of parking spaces in various
buildings from property held for sale to
investment properties as a result of change
in use of these parking spaces. The parking
spaces were reclassified to investment
properties at their fair value on the date of
transfer based on a fair value assessment .
carried out by an external valuer resulting

in fair value gain of AED 2.4 million.

The Company has also reclassified certain

retail units from property and equipment to

investment properties as a result of change .
in use of these retail units. The additional

units were reclassified to investment

properties at their fair value on the date

of transfer and existing retail units were

fair valued at the reporting date based on

a fair value assessment carried out by an

external valuer resulting in total fair value
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gain of AED 4.1 million.

During the current year, the Company has
reclassified a commercial unit (AED 1.4
million) in its office building to property
and equipment as a result of change in
use. This unit was earlier recognised in
the consolidated financial statements

of the Group in accordance with the fair
value accounting policy adopted for the
measurement of the investment property
and upon reclassication, the carrying value
of the unit was deemed to be its cost in
accordance with accounting policy adopted
for recognition and measurement of
property and equipment.

Investment property is recognised at fair
value and categorised within the level of
the fair value hierarchy based on the lowest
level input that is significant to fair value
measurement in their entirety. The different
levels have been defined as follows:

Quoted prices (unadjusted) in active markets
for identical assets or liabilities (level 1);

Inputs other than quoted prices included
within level 1 that are observable for the
asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from
prices) (level 2); and

Inputs for the asset or liability that are not
based on observable market data (that is,
unobservable inputs) (level 3).

The Group’s policy is to recognise transfers
into and out of fair value hierarchy levels
as of the date of the event or change in
circumstances that caused the transfer.

NOTES FORMING PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS

6 Investment properties properties, their current use equates to
[cont/'nued} the highest and best use. Valuation of UAE
office building is valued by the Groups’
Direct / operating costs recognised in the finance depa.rtment. The Group’s finance

. . department includes a team that also
consolidated statement of profit or loss . th luati ; d by th
includes AED 4.2 million (2016: AED 4.1 reviews the vatuations pertormed by the

- . . . independent valuers for financial reporting
million) and rental income recognised in . . .

. . purposes. Discussions of valuation
consolidated statement of profit or loss d t held bet
includes AED 36.3 million (2016: AED 32.9 processes and resuis are held hetween

. . management and the independent valuers
million) from investment property (Note 21 )
on a regular basis.
and note 22).
. . . At each financial year end, the finance
Investment properties with carrying q ; ‘.
value of AED 258.3 million (2016: AED epartment:
85.8 ml.lllon] are mortgaged against bank e verifies all major inputs to the
borrowings (Note 16). . X
independent valuation report;
Valuation processes .
e assesses property valuation
Retail units, parking spaces and store n;g;/frrwezr;tsa\[vhatethoiorzps:sda;(zthe
units included in the Group’s investment prioryear vatuat port:
propert.les are valugq by independent ¢ holds discussions with the independent
professionally qualified valuers who valuers
hold a recognised relevant professional '
qualification and have experience in the . .
) ) Information about fair value measurements
locations and segments of the investment . . .
. ) using significant unobservable inputs (Level
properties valued. For all investment
3) are as follows:
Sensitivity of
management estimates
Impact Impact
lower higher
Country Segment Valuation Estimate Range of inputs AED’000 AED’000
Estimated =~ AED 85 to AED 205
UAE Office Income rental value = per sqft per annum (905) 905
building capitalisation
Discount rate  11.35% 11,940 (8,953)

A change of 100 basis points in
management’s estimate at the reporting
date would have increased/(decreased)
equity and profit or loss by the amounts
shown above.

Valuation techniques underlying
management’s estimation of fair value:

For office building, the valuation was
determined using the income capitalisation
method based on following significant
unobservable inputs:

Estimated rental value (per sqft p.a.)
based on the actual location, type and
quality of the properties and supported

by the terms of any existing lease, other
contracts or external evidence such as
current market rents for similar properties;

Cash flow discount rate

reflecting current market assessments of
the uncertainty in the amount and timing of
cash flows;

For retail units, parking spaces and store
units, the valuation was determined

using the indicative fair values of these
investment properties as at 31 December
2017 provided by an independent
professionally qualified valuer. The valuer
has used sales comparison method to
determine the fair values of these assets.
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7 Investments in joint ventures and an associate

Joint Ventures Associate Total

2017 2016 2017 2016 2017 2016

AED’000 AED'000 AED’000 AED’000 AED’000 AED’000

At 1 January 885,693 882,403 370,323 299,237 1,256,016 1,181,640

Share of profit / (loss) 10,661 3,290 (1,521) 2,202 9,140 5,492

Disposal of a joint venture (ii) (118) - - - (118) -

Reversal of provision

for impairment against

investment in an associate (i) - - - 68,884 - 68,884

At 31 December 896,236 885,693 368,802 370,323 1,265,038 1,256,016

(i)

In 2016, the Company’'s management had
written back provision for impairment
against investment in associate amounting
to AED 68.8 million based on their
assessment of the recoverable amount

of the Group’s share of assets held by

the entity in which associate holds an
interest. Management’s assessment was

Emirates. During the current year, the
liquidation process of the joint venture was
concluded and, the Company received AED
0.2 million in respect of its investment in

the joint venture.

Investment in an associate

based on the indicative fair values of the
assets of the associate after considering
the development progress of the project
undertaken by the entity.

(ii) In the previous year, the Group had a 50%

interest in Dubai International Development

Company LLC (“the joint venture”), a
company registered in the United Arab

The Group has a 22.72% interest in Solidere
International Al Zorah Equity Investments
Inc (“Al Zorah”), a company registered in the
Cayman Islands. The associate is a holding
company investing in companies engaged in
property development.

The summarised financial information relating to

the Group’s share of its associate is as follows:

% Net profit /
Name interest Assets Liabilities Revenue (loss)
held AED’000 AED’000 AED’000 AED’000

31 December 2017
Al Zorah 22.72 292,834 65,174 5,383 (1,521)
292,834 65,174 5,383 (1,521)

31 December 2016
Al Zorah 22.72 312,955 82,551 6,139 2,202
312,955 82,551 6,139 2,202

The Group’s share of its associate’s commitments amounts to AED 46 million (2016: AED 46 million).
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7 Investments in joint ventures and associate (continued)

Investment in joint ventures

The Group has a 50% interest in the following joint ventures, which are engaged in property

development. The following amounts represent the Group’s 50% share of the assets, liabilities, revenue
and results of the joint ventures. They also include consolidation adjustments made at the Group’s level
to ensure uniform accounting policies. These are included in the Group’s consolidated statement of

financial position and statement of profit or loss:

%

Name interest Country of Assets Liabilities Revenue Net profit
held Incorporation AED’'000 AED’'000 AED’000 AED’000
31 December 2017
Arady Development LLC 50 U.AE 950,834 54,598 10,698 10,661
950,834 54,598 10,698 10,661
31 December 2016
Arady Development LLC 50 U.AE 945,310 56,257 911 3,290
Dubai International
Development Co. LLC
(Note 7 (i) above) 50 UAE 150 ) i )
945,460 56,257 911 3,290
The Group's proportionate share in joint ventures commitments is AED Nil (2016: AED Nil).
8 Properties held for development and sale
Land held
Properties Properties for future
held under development
for sale  construction and sale Total
AED’000 AED’000 AED’000 AED’000
1 January 2016 297,111 590,813 424,516 1,312,440
Additions 1,898 213,787 - 215,685
Reversal of impairment (Note 22) 3,295 - - 3,295
Transfer to investment property
(Note 6) (773) - = (773)
Sales (Note 22) (46,952) (193,466) = (240,418)
31 December 2016 254,579 611,134 424,516 1,290,229
1 January 2017 254,579 611,134 424,516 1,290,229
Additions 1,344 415,991 - 417,335
Reversal of impairment (Note 22) 3,180 - - 3,180
Transfer to land held for future development
(Note (i) below]) - (261,271) 261,271 -
Transfer to property and equipment
(Note 5) (5,904) - - (5,904)
Sales (Note 22) (25,099) (445,375) - (470,474)
31 December 2017 228,100 320,479 685,787 1,234,366
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8 Properties held for development and sale (continued)

2017 2016

AED’000 AED’000

Non-current portion - 333,482
Current portion 1,234,366 956,747

As at 31 December

1,234,366 1,290,229

(i) Land with a carrying value of AED 261.3
million has been transferred to land
held for future development based
on management’s assessment of the
development plan of the land.

Management’'s assessment of the net
realisable value of the properties held for
development and sale resulted in a net
reversal of impairment amounting to AED
3.2 million (2016: AED 3.3 million), which
was recognised in the profit or loss under
“direct / operating costs” (Note 22).

Net realisable value has been determined
on the basis of committed sale price if
the remaining receivable amount is lower
than the current market value of the units
booked by customers. For units not yet
booked by customers, net realisable value
takes into consideration the expected
market prices.

In the previous, the Company had
reclassified part of its portfolio of parking
spaces and store units in various buildings
from property held for sale to investment
properties based on change in use.

9 Advance for purchase of properties

In the current year, the Company has
reclassified additional units from its
portfolio of parking spaces in various
buildings from property held for sale to
investment properties based on change in
use and has also reclassified office units
from property held for sale to property and
equipment based on change in use.

Plots of land with total carrying value of
AED 593 million (2016: AED 244 million)
is mortgaged under Islamic finance
obligations (Refer Note 16).

In the current year, the Company has
recognised an amount of AED 470.4 million
(2016: AED 240.4 million] in consolidated
statement of profit or loss under “direct

/ operating costs” against revenue
recognised of AED 614 million (2016: AED
306.9 million) (Note 21 and note 22).

For lands held for future development
and use, management is evaluating
feasibility of the projects and considering
alternative viable profitable options and is
also considering various offers from the

potential buyers.

NOTES FORMING PART OF THE CONSOLIDATED
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9 Advance for purchase of properties (continued)

(ii) Inthe current year, the Company has
signed a termination and settlement
agreement with a master developer
whereby the master developer will swap
the plots of land designated as per
original sale and purchase agreement
with other new plot(s) at a later date and
pay a termination compensation. As per
the agreement, the value of new plot(s)
of land will be determined by the valuer
to be appointed, jointly by the Company

10 Trade and other receivables

and master developer from 60 days of
approval of master plan and any excess

or shortfall in valuation compared to the
original purchase price will be paid by the
Company/master developer. Accordingly,
the original purchase amount paid has
been classified as advance for purchase of
properties and the Company recorded a net
income of AED 16.5 million as other income
in the current year representing the agreed
compensation. Also refer note 23.

2017 2016

AED’000 AED’000

Trade receivables (refer (i) below) 565,542 196,875
Less: provision for impairment of trade receivables (112,239) (110,108)
453,303 86,767

Advances to contractors 115,845 49,605
Advances to suppliers 29,319 18,530
Prepayments 12,291 1,668
Other receivables 14,569 24,644
172,024 94,447

625,327 181,214

Less: current portion (623,419) (176,379)
Non-current portion 1,908 4,835

2017 2016
AED’000 AED’000
Advance for purchase of share in real estate projects (i) 412,468 392,813
Advance for purchase of properties (ii) 125,600 -
538,068 392,813

Less: provision for impairment against
advance for purchase of share in real estate projects (i) (276,000) (256,520)
262,068 136,293

(i) In previous years, the Company had entered
into a Memorandum of Understanding
(MoU) for the purchase of its share in a
portfolio of investment properties in a real
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estate project. The advance is recoverable
by means of transfer of the Company’s
share of properties in the project.

i.  Contract balances

Contract assets primarily relate to the
Group’s right to consideration for work
completed but not yet billed at the reporting
date. Contract liabilities primarily relate

to the advance consideration received

from customers for sale of properties. The
contract assets becomes trade receivables
when the rights become unconditional.

The contract liabilities primarily relates

to advance consideration received from
customers for contracts, for which revenue
is recognised on performance obligation.

The following table provides information
about contract assets and contract
liabilities from contracts with customers

2017 2016

AED’000 AED’000

Contract assets (included in trade receivables) 376,116 3,962

Contract liabilities (Advances from customers - Note 17) 24,430 106,396
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10 Trade and other receivables [continued)
i.  Contract balances [continued)

Significant changes in the contract balances during the year are as follows:

NOTES FORMING PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS

11 Related party transactions and
balances

Related parties include the significant
shareholders, key management personnel,

(a) Related party transactions

During the year, the Group entered into

Contract assets
AED’000

Contract liabilities
AED’000

associate, joint ventures, directors and
businesses which are controlled directly or
indirectly by the significant shareholders

the following significant transactions with
related parties in the normal course of
business and at prices and terms agreed by

Revenue recognised that was included in the contract
liability balance at the beginning of the year -

Increases due to cash received, excluding amounts
recognised as revenue during the year -

Transfers from contract assets recognised at the beginning
of the period to receivables (3,962)

Increases as a result of changes in the measure of
progress 376,116

(94,629)

12,663

or directors or over which they exercise
significant management influence.

the Group’s management.

As at 31 December 2017, trade receivables of AED 419.3 million (2016: AED 61.6 million) were

receivable from sale of properties but not impaired.

As at 31 December 2017, trade receivables of AED 34.1 million (2016: AED 25.2 million) were receivable

from other streams of revenue but not impaired. The ageing analysis of these trade receivables is as

2017 2016
AED’000 AED’000

A significant shareholder
Other operating income/finance income 3,566 5,636
Finance cost 17,036 11,091

(b) Remuneration of key management personnel

2017 2016
AED’000 AED’000
Salaries and other short term employee benefits 12,073 12,440
Termination and post-employment benefits 393 579
Board of Directors’ remuneration (note (i)) 2,609 4,323
15,075 17,342

In the current year, a provision for

the Board of Directors’ remuneration
amounting to AED 2.6 million was
recognised (2016: provision of AED 4.3
million). During the year, an amount of AED

(c) Due from related parties comprises:

3.2 million in respect to prior year’s Board
of Directors’ remuneration was paid after
reversal of AED 1.1 million based on the

final approval of the shareholders in the
Annual General Meeting dated 5 April 2017.

2017 2016
AED’000 AED’000

Current
Due from a joint venture 16,098 15,908
Due from other related parties 1,802,418 1,940,079
1,818,516 1,955,987
Less: provision for impairment for due from a related party (1,345) (1,538])
1,817,171 1,954,449

follows:
2017 2016
AED’000 AED’000
Not due 13,191 1,708
Upto 3 months 10,555 7,804
Over 3 months 10,312 15,646
34,058 25,158
As at 31 December 2017, trade receivables of AED 112.3 million (2016: AED 110.1 million) were
impaired and fully provided for. The ageing analysis of these trade receivables is as follows:
2017 2016
AED’000 AED’000
Less than one year 1,317 -
Over one year 110,922 110,108
Movements of the Group’s provision for impairment of trade receivables are as follows:
2017 2016
AED’000 AED’000
At 1 January 110,108 119,852
Provision for impairment / (reversal of provision for impairment) of
trade receivables 2,131 (9,744)
At 31 December 112,239 110,108

Cash and bank balances include fixed

shareholder of the Company (a bank], at

The maximum exposure to credit risk at the reporting date is the carrying value of each class of
receivable. The Group holds title deeds of the assets sold or post-dated cheques as security.
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deposits of AED 150 million (2016: AED
290 million) deposited with the significant

market prevailing profit rates.
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11 Related party transactions and
balances [continued)]

(c) Due from related parties comprises
[continued):

In 2010, the Group entered into a sale and
purchase agreement with a related party
(“the purchaser”] to sell properties for

a sale consideration agreed on by both
parties as per the initial agreement of AED
3,647.5 million.

(d) Due to related parties comprises:

Following various amendments to the
original agreement and partial settlement
of the balance, the outstanding amount
from the related party as at 31 December
2017 is AED 1,801 million (2016: 1,935.4
million). The outstanding balance based
on the last amendment effective from 31
December 2017, is to be settled by the

purchaser no later than 31 December 2018.

In the current year, the Group entered

into an amendment agreement with the
related party which resulted in reduction of
receivable balance by AED 134.4 million.

12 Cash and bank balances

[continued)
i.  Long term fixed deposits

During 2014, the Company had signed

a financial restructuring plan with a
financial institution for settling its Wakala
deposit amounting to AED 101 million. Key
terms of the financial restructuring plan
were as follows:

e The financial institution will make a
20% of the outstanding amount as
a down payment upon signing the
restructuring plan;

e 65% of the amount will be paid in
monthly predetermined instalments,
over a period of 12 years and will carry
profit rate of 2% per annum; and

e 15% of the remaining amount will be
converted into convertible contingent
instruments and will be settled in cash

NOTES FORMING PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS

or the financial institution’s equity
shares or combination of both after
a period of 12 years. This will carry a
profit rate of 1% payment in kind.

In 2014, upon signing the restructuring plan,
and considering the key terms of the same,
management had recognised an impairment
charge of AED 15.3 million and present value
impact of AED 6.7 million on the non-current
fixed deposit. In 2015 and 2017, the Company
received AED 2.3 million and AED 0.9 million
respectively against convertible contingent
instruments and had accordingly written
back the impairment charge by these
amount in the respective years.

As at 31 December 2017, the Company has
cumulatively received AED 32.8 million
(2016: AED 31.9 million) from the financial
institution towards the repayment of
deposit including early repayment of some
of the instalments. The balance outstanding
amount has been classified as non-current
in accordance with the agreement.

2017 2016
AED’000 AED’000

Current
Due to a significant shareholder 411 -
Due to a joint venture partner 12,299 12,299
12,710 12,299

At 31 December 2017, the Group had
bank borrowings from the significant
shareholder (a bank] of AED 319.2 million

12 Cash and bank balances

(2016: AED 307.6 million) at market
prevailing profit rates. Also refer note 16.

Cash and cash equivalents include the following for the purposes of the consolidated statement of

cash flows:
2017 2016
AED’000 AED’000
Cash and bank balances 422,137 697,548
Less: deposits with original maturity more than three months (156,187) (190,376)
Cash and cash equivalents 265,950 507,172

Short-term fixed deposits have original maturities of three months or less. Short-term fixed and call

deposits bear profit at market rates.

13 Available-for-sale financial assets

2017 2016

AED’000 AED’000

1 January 22,186 23,893
Change in fair value (2,370) (1,707)
31 December 19,816 22,186

2017 2016
AED’000 AED’000
Cash and bank balances including call deposits 122,333 165,628
Fixed deposits 296,187 530,467
Cash in hand 3,617 1,453
422,137 697,548

Less: long term fixed deposits with a financial
institution - net (i) (51,187) (50,377)
370,950 647,171
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14 Share capital

At 31 December 2017 and 31 December 2016, share capital comprised of 5,778,000,000 shares of AED

1 each. All shares are authorised, issued and fully paid up.
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15 Legal reserve

In accordance with the UAE Federal Law
No. (2) of 2015 and the Company’s Articles
of Association, 10% of the profit for the
year is transferred to a legal reserve,

16 Borrowings

which is not distributable. Transfers to this
reserve are required to be made until such
time as it equals at least 50% of the paid
up share capital.

NOTES FORMING PART OF THE CONSOLIDATED
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19 Retentions payable

2017 2016

AED’000 AED’000

Non-current portion 45,135 27,874
Current portion 33,018 1,155
78,153 29,029

Non-current retention are due to be paid to contractors within 1 to 5 years from the reporting date.

20 Provision for employees’ end of service benefits

2017 2016

AED’000 AED’000

At 1 January 12,892 10,990
Charge for the year 2,584 2,917
Payments (2,040) (1,015)
At 31 December 13,436 12,892

2017 2016
AED’000 AED’000

Islamic finance obligations
Current 100,953 95,633
Non-current 567,386 343,046
Total borrowings 668,339 438,679
Total
AED’000
1 January 2016 478,848
Drawdown 100,000
Repayments (140,169)
31 December 2016 438,679
Drawdown 325,293
Repayments (95,633)
31 December 2017 668,339

The Islamic finance obligations represent ljarah and Murabaha facilities obtained from Dubai Islamic

Bank PJSC (a significant shareholder),

and from other local Islamic banks. The
facilities were availed to finance the
properties under construction and working
capital requirements. The Islamic finance
obligations carry market prevailing profit
rates and are repayable in monthly or
quarterly instalments over a period of three
to twelve years from the reporting date
(2016 : four to seven years).

17 Advances from customers

Advances from customers represent
instalments received from customers

18 Trade and other payables

The Islamic finance obligations are secured
by mortgages over properties classified
under properties held for development

and sale (Note 8), property and equipment
(Note 5) and investment properties (Note
6). Further, certain facilities with banks are
subject to financial covenants.

Also refer note 11.

towards purchases of properties held for
development and sale. Also refer note 10.

The provision for employees’ end of service benefits, disclosed as non-current liability, is calculated in
accordance with the UAE Federal Labour Law.

21 Revenue

2017 2016

AED’000 AED’000

Sale of properties 614,085 306,854
Forfeiture income 3,422 648
Property management 41,978 41,859
Leasing income 38,291 33,861
Facilities management 53,811 45,038
751,587 428,260

Transaction price allocated to the remaining performance obligations

The following table includes revenue expected to be recognised in the future related to performance
obligations that are unsatisfied (or partially unsatisfied) at the reporting date.

2017 2016

AED’000 AED’000

Trade payables 26,580 66,905
Payables for purchase of land 391,888 391,888
Accrued Islamic facilities charges 1,782 1,072
Project cost accruals 140,393 77,861
Other payables and accrued expenses 168,068 199,041
728,711 736,767
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2018 2019 Total
AED’000 AED’000 AED’000
Sale of properties 412,325 222,261 634,586

The Group applies the practical expedient as per IFRS 15 and does not disclose information about
remaining performance obligations that have original expected durations of one year or less.
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22 Direct / operating costs

NOTES FORMING PART OF THE CONSOLIDATED
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25 Staff costs

2017 2016

AED’000 AED’000

Salaries 66,151 59,427
End of service benefits (Note 20) 2,584 2,917
Pension and social security contributions 1,125 788
Other benefits 18,653 26,726
88,513 89,858

2017 2016

AED’000 AED’000

Cost of properties sold (Note 8) 470,474 240,418
Reversal of impairment of properties held for development

and sale, net (Note 8) (3,180) (3,295)

Facilities management 32,992 27,141

Leasing cost 4,240 4,139

Others 78 399

504,604 268,802

The Group expects the incremental cost,
which mainly includes sales commission,
incurred as a result of obtaining contracts
are recoverable and has therefore
capitalised these costs. The capitalised
costs are amortised when the related
revenues are recognised.

23 Other operating income

Applying the practical expedient as
per IFRS 15, the Group recognises the
incremental costs of obtaining contracts

as an expense when incurred if the
amortisation period of the assets that the
Group otherwise would have recognised in

one year or less.

2017 2016
AED’000 AED’000

Write back of provisions and liabilities no longer payable (refer note
(i) below) 10,168 28,385
Compensation on land settlement (note 9 (ii)) 16,467 -
Reversal of provision for bad debts - 8,400
Others 12,226 18,459
38,861 55,244

Write back of provision and liabilities during
2016 included an amount of AED 18 million
represented the reversal of excess liability

24 General and administrative expenses

created during project construction phase

in the previous years.

2017 2016
AED’000 AED’000
Staff costs (Note 25) 88,513 89,858
Marketing and selling expenses 16,137 13,765
Legal and professional charges 6,183 8,512
Depreciation (Note 5) 6,352 3,945
Rent 2,372 2,367
Provision for impairment of trade and other receivables and due
from a related party, net (Note 10 and note 11) 1,938 193
Social contributions 674 -
Others 25,537 23,078
147,706 141,718
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26 Provision for claims

This relates to legal claim made by
customers against the Company for refund
of partial payments made to purchase
certain property units. In accordance with
Law No. 13 of 2008 and its subsequent
amendment through Law No. 9 of 2009
applicable in the Emirate of Dubai, the
Company had earlier forfeited these
amounts due to failure of customers to pay
the outstanding balances as per the Sale

and Purchase Agreement.

The Company has elected not to present
the complete disclosures as required by
IAS 37 “Provision and Contingent Liabilities
and Contingent Assets” as management

is of the view that since the legal claims
are sub-judice, this information may

be prejudicial to their position on these
matters.

27 Write back of provision for impairment against advance for purchase of

properties

In previous year, the Company had written back a provision of AED 6.1 million which was no longer required.

28 Finance (cost) / income

2017 2016

AED’000 AED’000

Finance cost on bank borrowings 19,072 19,485
Finance income from short-term bank deposits 6,125 10,293
Finance income from unwinding of discount on trade receivables 1,133 971
Total finance income 7,258 11,264
Net finance cost (11,814) (8,221)

29 Earnings per share
Basic

Basic earnings per share is calculated by
dividing the profit attributable to equity
holders of the Company by the weighted
average number of ordinary shares in issue

during the year excluding ordinary shares
purchased by the Company and held as
treasury shares, if any.

2017 2016
Profit attributable to equity holders of the Company (AED’000) 130,445 216,145
Weighted average number of ordinary shares in issue (thousands]) 5,778,000 5,778,000
Earnings per share (fils) 2.26 3.74

Diluted

The Company has not issued any instruments which would have a dilutive impact on earnings per

share when exercised.

81



NOTES FORMING PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS

30 Cash flow from operating activities

NOTES FORMING PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS

32 Contingent liabilities [continued)

The Company is also a party to certain legal cases in respect of certain plots of land and party to

various potential claims from customers and, where necessary, makes adequate provisions against
any potential claims. Such provisions are reassessed regularly to include significant claims and

instances of potential litigations. Based on review of opinion provided by the legal advisors / internal
legal team, management is of the opinion that no material cash outflow in respect of these claims is
expected to be paid by the Company in these legal cases over and above the existing provision in the
books of accounts. The Company has elected not to present the complete disclosures as required by

IAS 37 “Provision and Contingent Liabilities and Contingent Assets” as management is of the view that

2017 2016
AED’000 AED’000
Profit for the year 130,445 216,145
Adjustment for:
Depreciation (Note 5) 6,352 3,945
Provision for employees’ end of service benefits (Note 20) 2,584 2,917
Provision for doubtful debts (Note 24) 1,938 193
Reversal of impairment of properties held for development and
sale, net (Note 22) (3,180) (3,295)
Write back of provision against advance for purchase of properties (175) (6,144)
Reversal of provision of investment in an associate (Note 7) - (68,884)
Provision against claims 5,250 4,630
Finance income (Note 28) (7,258) (11,264)
Finance cost (Note 28) 19,072 19,485
Compensation from the master developer (3,713) -
Share of results from an associate and a joint venture
(Note 7) (9,140) (5,492)
Gain on fair valuation of investment property (Note 6) (5,811) (75,492)
Operating cash flows before payment of employees” end of service
benefits and changes in working capital 136,364 76,744
Payment of employees’ end of service benefits (Note 20) (2,040) (1,015)
Changes in working capital:
Properties held for development and sale (net of project cost
accruals) 89,529 24,733
Retention payable - non-current 17,261 17,506
Retention payable - current 31,863 (16,344)
Trade and other receivables - non-current 14,430 17,492
Trade and other receivables - current (445,265) 8,495
Advance from customers - non-current (54,052) 41,965
Advances from customers - current (27,914) (110,717)
Inventories (443) 56
Due from related parties - (4,654)
Trade and other payables (73,724) (118,439)
Due to related parties 411 (1,714)
Net cash used in operating activities (313,580) (65,892)

31 Commitments

At 31 December 2017, the Group had total commitments of AED 604.5 million (2016: AED 612.1 million]

with respect to project related contracts issued net of invoices received and accruals made at that
date. The Group also had commitments with respect to purchase of land of AED 170.4 million (2016:

AED 170.4 million) (Note 11(c) and Note 32).

32 Contingent liabilities

since the legal claims are sub-judice and are disputed, therefore this information may be prejudicial to
their position on these matters. Also refer Note 31.
Certain other contingent liabilities may arise during the normal course of business, which based
on the information presently available, either cannot be quantified at this stage or in the opinion of
the management is without any merit. However, in the opinion of management, these contingent
liabilities are not likely to result in any cash outflows for the Group.
33 Segmental information Operating segment
The Board of Directors are the Group’'s chief operating decision maker. The Board considers the
business of the Group as a whole for the purpose of decision making.
Management has determined the operating segments based on the purpose of allocating resources
and assessing performance. The Group is organised into two major operating segments: Property
development and properties and facilities management.
Management monitors the operating results of its operating segments for the purpose of making
strategic decisions about performance assessment. Segment performance is evaluated based on
operating profit or loss.
Property Properties and
development facilities
activities management Total
AED’000 AED’000 AED’000
31 December 2017
Segment revenues - external 655,798 95,789 751,587
Segment profit 104,926 25,519 130,445
Segment assets 6,348,418 187,825 6,536,243
Segment liabilities 1,392,048 144,981 1,537,029
31 December 2016
Segment revenues - external 341,363 86,897 428,260
Segment profit 188,688 27,457 216,145
Segment assets 6,049,892 164,838 6,214,730
Segment liabilities 1,201,952 140,110 1,342,062

Revenue from property development activities are recognised over time and revenue from properties
and facilities management are recognised at a point in time.

Geographic information
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At 31 December 2017, the Group had contingent liabilities in respect of performance bond and

guarantees issued by a bank, in the ordinary course of business, amounting to AED 130.4 million (2016:

AED Nil). Also, the Group had contingent liabilities, on behalf of a subsidiary, in respect to guarantees
issued by a bank amounting to AED 3.4 million (2016: AED 10.6 million). The Group anticipates that no
material liabilities will arise from these performance and other guarantees.

The carrying amount of the total assets located outside the United Arab Emirates as at 31 December
2017 is AED 3.3 million (2016: AED 3.3 million).
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34 Financial instruments by category

The accounting policies for financial instruments have been applied to the line items below:

Loans and Available-
receivables for-sale Total
31 December 2017 AED’000 AED’000 AED’000
Assets as per statement of financial position
Available-for-sale financial assets - 19,816 19,816
Trade and other receivables 467,872 - 467,872
Due from related parties 1,817,171 - 1,817,171
Long term fixed deposits 51,187 - 51,187
Bank balances 367,333 - 367,333
2,703,563 19,816 2,723,379
Amortised
cost Total
AED’000 AED’000
Liabilities as per statement of financial position
Trade and other payables 728,711 728,711
Retentions payable 78,153 78,153
Borrowings 668,339 668,339
Due to related parties 12,710 12,710
1,487,913 1,487,913
Loans and Available-
receivables for-sale Total
31 December 2016 AED’000 AED’000 AED’000
Assets as per statement of financial position
Available-for-sale financial assets - 22,186 22,186
Trade and other receivables 111,411 - 111,411
Due from related parties 1,954,449 - 1,954,449
Long term fixed deposits 50,377 - 50,377
Bank balances 645,718 - 645,718
2,761,955 22,186 2,784,141
Amortised
cost Total
AED’000 AED’000
Liabilities as per statement of financial position
Trade and other payables 736,767 736,767
Retentions payable 29,029 29,029
Borrowings 438,679 438,679
Due to related parties 12,299 12,299
1,216,774 1,216,774
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35 Subsidiaries and equity accounted investees entities

Name of entity

Subsidiaries

Deyaar Facilities Management LLC
Nationwide Realtors LLC

Deyaar Hospitality LLC *

Deyaar International LLC *

Deyaar Ventures LLC *

Flamingo Creek LLC *

Beirut Bay Sal *

Deyaar West Asia Cooperatief U.A. *
Deyaar Development Cooperation *

Deyaar Al Emarat Holding WLL *

Deyaar AL Tawassol Lil Tatweer Alegare Co. *

Deyaar Limited LLC *

Deyaar Owners Association Management LLC
Deyaar Parking Management LLC
Montrose L.L.C

The Atria L.L.C

Joint Venture

Arady Developments LLC

Associate

SI Al Zorah Equity Investments Inc.

Country of
incorporation

UAE
UAE

UAE
UAE

UAE

UAE
Lebanon
Netherlands
USA

Bahrain

KSA

UAE

UAE
UAE
UAE

UAE

UAE

Cayman
Islands

Effective
ownership

100%
100%

100%
100%

100%
100%
100%
100%
100%

100%

100%

100%

100%

100%

100%

100%

50%

22.72%

* These entities did not carry out any commercial activities during the year.

36 Investment in shares

During the year, the Group has not purchased or invested in any shares.

Principal activities

Facility management
services

Brokerage and other
related services
Property Investment and
Development

Real Estate Consultancy

Property Investment and
Development

Property Investment and
Development

Property Investment and
Development
Investment Holding
Company

Property Investment and
Development

Property Investment and
Development

Property Investment and
Development
Property Investment and

Development

Owners Association
Management

Parking Management
Hotel Management

Hotel Management

Property Investment and
Development

Property Investment and
Development
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DEYAAR OFFICES

HEAD OFFICE

Deyaar Building

Level 5

Besides Mall of the Emirates, Al Barsha
P.0. Box 30833, Dubai

TEL: +971 4 3957700

FAX: +971 4 3957711

DEIRA

Al Fattan Plaza

Al Garhoud, Airport Road
Second floor

P.0. Box 30833, Dubai
TEL: +971 4 2940774
FAX: +971 4 2944029

SHARJAH

Crescent Tower
Corniche Street, Al Majaz
Sixth Floor

P.0. Box 28001, Sharjah
TEL: +971 6 5730500
FAX: +971 6 5730600

RAS AL KHAIMAH

Dubai Islamic Bank Building
Office # 102, Level 1

Al Nakheel Area

P.0. Box 9579, Ras Al Khaimah
TEL: + 9717 2275666

FAX: +971 7 2285666

AL AIN

Dubai Islamic Bank Building
Office # 402, Level 2

Oudh Al Thouba Street, Global R/A
P.0. Box 86644, Al Ain

TEL: +971 3 7510443

FAX: +971 3 7513473
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AJMAN

Dubai Islamic Bank Building
Ground Floor

Sheikh Khalifa Road, Naeimya Area
P.0 Box 17177, Ajman

TEL: +971 6 7415222

FAX: +971 6 7415114

ABU DHABI

Haji Abdullah Hussein Al Khoury Building
Office # 502 - 504

Above Union National Bank

Opp. Abu Dhabi Chamber of Commerce
Airport Road

P.0 Box 111130, Abu Dhabi

TEL: +971 2 6353000

FAX: +971 2 6353111

FUJAIRAH

Dubai Islamic Bank Building
Office # 201, 2nd Floor
Hamad Bin Abdullah Road
P.0 Box 1376, Fujairah

TEL: +971 9 2241235

FAX: +971 9 2241236

SALES CENTRE

BURLINGTON TOWER
Business Bay
Ground Floor
P.0. Box 30833, Dubai
TEL: +971 4 338 3533
FAX: +971 4 321 2665

DEYAAR
FACILITIES
MANAGEMENT

Head Office at 51 Tower

Al Abraj Street, Business Bay
First floor

P.0. Box 30833, Dubai

TEL: +971 4 5530325

FAX: +971 4 5530324



