-
‘f\\/

dylé cildgal IU“E’
RAKPROPERTIES

Ref: RAKP/LA/006/2016
Date: 14 February 2016

Mr. Saif Sayah Al-Mansuori
Head of Listing Companies Dept
Abu Dhabi Securities Exchange Market

Dear Sir;

Subject: Results of RAK Properties BOD
Meeting held on 13" February 2016

Pursuant to our letter dated 9™ February
2016 , we would like to inform you that
the company’s BOD held its meeting at
10:00 am on Saturday 13" February 2016
, in RAS Al Khaimah , and discussed the
items set out on the agenda, the results
of the meeting are as follows :

Approval of the financial Statements for
the year ended on 31%' December 2015
{copy of the reviewed financials along
with the BOD report are enclosed
herewith)

Proposal of dividends distribution of 5%
cash dividend for the financial year
ended on 31 December 2015 subject to
the approval of the AGM

ApErovaI of the AGM agenda and fixing
12" March 2016 as a date of convening
the AGM , if the quorum not presents on
this date , the second meeting will
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convened on 18" March 2016 , subject
to the appropriate approvals from the
concerned authorities

Approvals of the amendment of the
Company Article of Association as per
the Federal Law No (2) for the year 2015
and present the same for the AGM's
approval

Approval of some administrative matters
that have no effect on the share price

Best Regards,
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Mohammed Sultan Al Qadi S
Managing Director &CEO R
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DIRECTORS REPORT FOR THE YEAR ENDED 31° DecemBer 2015
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On behalf of the board of Directors of RAK Properties PISC, | am pleased to present the Financials
Statements of the Company for the year ended 31% December 2015.

The Net Profit for the year ended 315 December 2015 is AED 160 million {2014 AED 156 million).
Total assets of the Company is AED 4.75 billion {2014 AED 4.72 billion)

The summary of the financial performance is as under:

AED ‘000

Financial Summary _
Income Statement 31st Dec. 2015 31st Dec. 2014
Revenue 367,802 297,826
Cost of Revenue (233,227) (187,797)
Gross Profit 134,575 110,029
MNet Profit 160,095 155,743
Balance Sheet 31st Dec. 2015 31st Dec. 2014
Nan current Assets 3,780,636 3,704,284
Current Assets 974,347 1,015,568
Total Assets 4,754,983 4,719,852
Non current Liabilities 634,526 769,231
Current Liabilities 368,321 232,819
Total Equity 3,752,076 3,717,802
Tota Equity & Liabilities 4,754,983 4,719,852

Project Completed during this year

In 2015, RAK Properties caompleted and handed over the Flamingo Villas - | Project in the Mina Al
Arab, RAK. The Project was successfully handed over well before the completion date.

POL Box 31113, Ras AT Khaimah, DAE, Fel +971 2 2284777, Fux +97] 7 2272444
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Projects in Progress

During 2015, the Group started the development of the Flamingo Villas —Phase [l. Bermuda villas,
the luxury water front lifestyle villas in the Mina Al Arab development is in progress. These two
projects are scheduled to be handed over in the 4™ quarter 2016.

Lagoon Marina in the Mina Al Arab, RAK was completed during the year and ready for operation. During the
year the Group singed Hotel Operating Agreement with Minor Hotel Group to operate a 250 Key Anantara
Mina Al Arab, a luxury Eco resort in Ras Al Khaimah. The construction of this hotel will be started in 2016,

During the year a number of prominent retailers occupied the retail space in the Mina Al Arab lagoon walk
and in the Julphar Avenue the balance retail space is expected to be filled in 2016

New Project

The Board of Directors approved number of projects for development in Ras Al Khaimah, Abu Dhabi
and Dubai; to mention few

1. Julphar Residence, Abu Dhabi - residential tower in the Reem Island
2. Burj Al Dhabi, Abu Dhabi - residential tower in Mohammad Bin Zayed City
3. 300 Key 5 star luxury hotel in Mina Al Arab, Ras Al Khaimah aperated by an International hotel brand.

During the year, the Group signed term sheet with leading banks and secured project finance for the
two of our projects mentioned above,

Mohammad Sultan Al Qadi
Managing Director and CEO

PO Box 31183, Ras Al Khaimah, UAE. Tel 87t 22284777, Fua 971 7227244
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Dear Shareholders,

The Board of Directors of RAK Properties PJSC and Subsidiaries (the “Group”) has pleasure in
submitting the consolidated financial statements of the group for the year ending 31%
December 2015.

Principal Activities: The principal activities of the Group during the year ended 31* December
2015 continue to invest in management and development of its real estate assets, property /
facility management and associated services.

Financial result: The Group has reported a net profit for the year of AED 160.09 million (AED
155.74 million in 2014) with an EPS of AED 0.08 {(AED 0.08 in 2014). The assets of the Group as
at 31° December 2015 amounted to AED 4.75 billion {AED 4.72 billion in 2014).

During the year under review the Group distributed AED 100 million (5%) as dividend for the
financial year 2014. (AED 100 million 5% dividend in 2014 for the financial year 2013}

QOperational Achievements:

in 2015, RAK Properties completed and handed over the Flamingo Villas - | Project in the Mina
Al Arab, RAK. The Project was successfully handed over well before the completion date.

The Group started the development of the Flamingo Villas — Phase II. Bermuda villas, the luxury
water front lifestyle villas in the Mina Al Arab development is also in progress. These two
projects are scheduled to be handed over in the 4" quarter 2016.

The group signed up a long term operating agreement with Minor Hitel Group to operate a 250
Key Anantara Mina Al Arab, a luxury Eco resort in Ras Al Khaimah. This project will be a vital
addition to properties portfolio of the Group ensuring long term income generation. The
construction of this hotel will be started in 2016.

A 56 berth Lagoon Marina in the Mina Al Arab, RAK was completed during the year and ready
for operation. This stunning Lagoon Marina is meant to fulfil our customers need for docking
their boats at the same time enhance the overall project outiook and value.

During the year a number of prominent retailers occupied the retail space in the Mina Al Arab
lagoon walk and in the Julphar Avenue, the balance retail space is expected to be filled in 2016
which will improve the traffic as well as the leasing revenue in the years to follow.
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Outlook 2016 The Group approved projects for development in residential, hospitality and
leisure segments. [n the priority list, the Group has two residential towers in Abu Dhabi, two
mixed used buildings in Dubai and a 300 key 5 star hotel in the Mina Al Arab, RAK. The Group
continue to monitor the real estate demand and supply, real estate sentiments and the
economic conditions; accordingly new projects will be launched at suitable time.

The funding for two of the above projects is already secured and the development activities are
progressing well.

Directors:

Mohammad Hassan Omran - Chairman

Abdul Aziz Abdullah al Zaahi - Deputy Chairman
Mohammad Sultan Al Qadi - Director and CEO
Sheikh Tarig Ahmad Humaid Al Qassimi - Director
Mohammad Ahmad Rugait - Director

Dr Mustafa Ali Mohd Y. Al Sheryani - Director

Jamal Salem Bin Darwish - Director

Sheikh Ahmed Omar Al Qassimi - Director

Mohammed Abdulla Mohammed Al Mehrezi - Director
Auditors:

M/s. Deloitte & Touche (ME) are eligible for re-appointment and have expressed their
willingness to be re appointed.

On behalf of the Board,

T by it

e~

Mohammad Hassan Omran
airman

SRNARAAAETERNWAPISEIL AL FHIGTY SN PRSI DUEL W POL AR L L N
P.O. Box 31112, Ras Al Khairmah, UAE, Tel, +071 7 22684777, Fax. +371 7 2272444
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Sharjah

Unted Araly Emirates
Tal: +874 (0) 6 517 9500

INDEPENDENT AUDITOR’S REFORT Fax: +871(0)6 517 9501
ww. deloitle. comimiddieeast

The Shareholders of
RAK Properties P.J.S.C,
Ras A! Khaimah - United Arab Emirates

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of RAK Properties P.J.S.C, (the
“Company™) and its Subsidiaries (together the “Group™), Ras Al Khaimah, United Arab Emirates
which comprise the consolidated statement of financial position as at 3t December 2015, and the
consolidated statement of income, consolidated statement of comprehensive income, consolidated stalemenl
of changes in equity and consolidated statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Managemeni's Responsibility for the Consolidated Financial Statemenis

Management is responsible for the preparation and fair preseniation of these consalidated financial
statements in accordance with International Financial Reporting Standardz and their preparation in
compliance with the applicable provisions of the UAE Federal Law No. (2) of 2015, and for such internal
confrol as management determines is necessary to enable the preparation of consolidated financial
staterents that are free from material misstatement, whether due 1o fraud or error.

Auditor's Responsibility

QOur responsibility is 1o express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in aceardance with Intemational Standards on Auditing, Those standards require
that we comply with ethical requirements and plan and perfonn the audit fo obtain reasonable assurance
about whether the consolidaled financial statements are free from material missiaternent,

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the audifor’s judgement, ineluding
the assessment of the risks of material misstatement of the consclidated financial statements, whether due o
fraud or crror. In making those risk assessments, the auditor considers internal control relevant to the
enlity’s preparation and fair presentation of the consolidated financial statements 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 entity’s internal control. An audit also Includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation vf the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for nur
audit opinion.

Cont'd...

Anis Sadek (521), Georges Najem (80%), Mobammad Khamees Al Tah {717}, Musa Ramahi {872), Mutasem Dajani (726), Rama Padman
: 0 : | b ; gbha
Acharya |701) and Samir Madbak (386) are registerad practicing auvditors with the UAE Ministry of Economy ! E8)
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Deloitte.

INDEPENDENT AUDITOR’S REPORT {continued)

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
cansolidated financial position of RAK Properties P.J.S.C. and its Subsidiaries, Ras Al Khaimah,
United Arab Emirates as at 31 December 2013, and their consolidated financial perfermance and their
consolidated cash flows for the year then ended in accordance with International Financial Reporting
Standards.

Report on Other Legal and Regulatory Requirements
Further, as required by the UAE Federal Law We. (2} of 2015, we report that:
i) we have obfained all the information we considered necessary for the purposes of our audit;

i) 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,

i)y the Group has maintained proper books of account;

iv) the financial information included in the report of the Board of Directors is consistent with the books of
account of the Group;

v) as disclosed in note ¢ to the consolidated financial statements, the Group has purchased or invested in
shares during the financial year ended 31 December 2015;

vi} note 25 to the consofidated financial statements discloses material related party transactions and balances,
ang the terms under which they were conducted;

vii) based on the information that has been made available 1o us nothing has come to our attention which
causes us o believe that the Company has contravened during the financial year ended 31 December
2015 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 financial position
as at 31 December 2015;

viif)the Group has not made any social contributions during the financial year ended 31 December 2015.

Deloitte & Touche (M.E.)

o
o -~ /_{/""_7
Samir Madbak
Registration Ne. 386
13 February 2016



RAK PROPERTIES P.J.8.C. AND SUBSIDIARIES

Consolidated statement of financial position

AL 31 December 2015

ASSETS

Non-current assets

Property and equipment

Investment properties

Investment properties under development
Trading propetties under development
Investments

Advances

Trade and other receivables

Total non-current assets

Current assets
Investments

Advances

Trading properties

Trade and other receivables
Bank balances and cash

Total current assets

Total assets

The accompanying notes form an integral part of these consclidated financial statements.

Notes
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2015 2014
AED 000 AED "000
432,390 416,330
1,796,964 L657,365
266,538 267,016
864,199 884,628
282,454 380.244
78,697 67,723
59,394 30,973
3,780,636 3.704.284
33,393 34,603
82,860 64,335
439,104 513,224
100,121 98,783
318,869 304,623
974,347 1,015,568
4,754,983 4,719,852




RAK PROPERTIES P.J.8.C. AND SUBSIDIARIES 4

Consolidated statement of financial position
At 31 December 2015 {continued)

Notes 2n5 2014
AED W) AED 000
EQUITY AND LIABILITIES
Capital and reserves
Share capital 14 2,000,000 2,000,000
Statutory reserve 15 1,000,000 1,000.000
General reserve [ 540,163 524,153
Cumulative changes in fair value of available - for-
sale investments 6,099 28.920
Retained eamings 205,814 164,729
Total equity 3,752,076 3,717,802
Non-current liabilities
Provision for employees™ end of service indemnity 17 3,669 3,148
Borrowings 18 - 91,850
Deferred government gramts 6 570,902 570,902
Advances from customers 19 59955 103,331
Total non-current liabilities 634,526 769,231
Current liabilities
Bormrowings 18 91,850 12,126
Advances from customers 19 7,213 5921
Trade and other payables 20 269,318 214,772
Total cureent liabilities 368,381 232,819
Total liabilities 1,002,907 1,002,050
Total equity and liabilities 4,754,983 4,719.852
: ’
Mohammad Sultan Al Qadi Mohammad Hasan Omran
Managing Director Chairman

The accompanying notes form an integral part of these consolidated financial statements.



RAK PROPERTIES P.J.8.C. AND SUBSIDIARIES

Consolidated statement of income
for ihe year ended 31 December 2015

Revenue

Cost of revenue

Gross profit

Other operating income - net

General and administrative expenses

Gain on changes in fair value of investment
properties, write off of investment properties and
trading properties under development

Operating profit

Gain on sale of investments
Provision for impairment on invesiments
Provision for impairment
on advances
Net change in Fair value of investments
at fair vatue through profit or loss
Dividend income
Finance income
Finance expenses

Frofit for the year

Basic earnings per share for the year (AED)

The accompanying notes form an integral part of these consolidated financial statements.

Noles

21

22

6 &8

BR

2015
AED’000

367,802

(233,227)

134,575

3,282
(39,.963)

124,417
222,311

(63,637)

(1,210)
1,326
5,141

(3,836)

160,095

0.08

2014
AED™000

297.820

(187.79

110,029
547
(41,025)

92,655

162,206

12,569
(21.947)

(3.350)
4,339
2,233

5,464
G771

155,743

0.08



RAK PROPERTIES P.J.5.C. AND SUESIDIARIES

Consolidated statement of comprehensive income

for the year ended 31 December 2015

Profit for the year

Other comprehensive income:

liems that may be reclassified
subsequently to profit or loss:

{Decrease)increase in fair value of available-for-sale
investments

Items that will not be reclassified
subisequently to profit or loss:
Board of Directors’ remuneration

Other comprehensive (loss)/income for the year

Total comprehensive income for the year

The accompanying notes form an integral part of these consolidated financial statements.

6

2015 2014
AED’000 AED’000
160,095 155,743
(22,821) 28,920
(3,000) (2,000)
(25,821) 26,920
134,274 182,663
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RAK PROPERTIES P.).5.C. AND SUBSIDIARIES 8

Consolidated statement of cash flows
for the year ended 31 December 2015

2015 2014
AED 000 AED "00{
Cash flows from pperating activities
Profirt for the year 160,095 155,743
Adjustments for:
Depreciation of property and equipment 10,670 9.852
Finance (income)/ expense —{net) (1,305) 307
Dividend income (1,326) (2.233)
NMet change in fair value of invesmments at
fair value through profit or loss 1,210 4339
Gain on sale of investments - (12,569)
Provision for impairment on investrments and
advances — (net) 63,637 25,297
(Gain on changes in fair value of investment properties (157,631) {92,655)
Wnite off of rading properties
under development 15,182 -
Write off of investment properties 13,032 -
Gain on disposal of property and equipment (5) -
Provision for employees’ end of service indemnity 685 530
Operating cash [lows before changes in operating assets
and liabilities 109.244 79,933
Decrease in trading properties — (ner) 205,284 160,441
Increase in trading properties under
development - {net) {(147,255) (20,965)
Increase in trade and other receivables {30.867) (65,5960)
Increase in advances (29.494) (24,301}
Increase/(decrease) in trade and other payables 42,107 (8,123)
Decrease in advances from customers (42,084) (7.136)
Cash generated from operating activities 106,935 114,203
Employees’ end of service indemnity paid (16d) (253)
Net cash generated from operating activities 106,771 113,950

The accompanying notes form an integral part of these consolidated financial statements.



RAK PROPERTIES P.J.8.C. AND SUBSIDIARIES

Consolidated statement of cash flows
for the year ended 31 December 2015 (continued)

Cash flows from investing activities

Purchase of property and equipment

Interest income received

Dividend income received

Additions to investments

Proceeds from disposal of property and equipment
Proceeds from disposal of invesiments

Addirtions o investmeni properties under development

Net cash generated from investing activities
Cash flows {rom financing activities
Dividend paid

Decrease in bank overdraft

Board of Directors’ remuneration
Interest paid

Net cash nsed in financing activities

Net increase/{decrease} in cash and cash equivalents

Cash and cash equivalents at the begianing of the year

Cash and cash equivalents at the end of the year (Note 27)

The accompanying notes form an integral part of these consolidated financial statements.

2015
AED 000

(L,421)
6,249
1,326

8

11,336

(1,192)

16,306
(93,782)

(12,126)
(3.000)

{6,141)

(115,049}

8,028

3251

11,27%

2014
AED "000

B0
5.674
2,233

(12,725)

31,046
(4,716)

20,642

(91,445)
(63,826)
(2,000
(7,053)

(164,324)

(29,732)
32,983

3,251



RAK PROPERTIES P.J.S.C. AND SUBSIDIARIES 10

Notes to the consolidated financial statements
for the year ended 31 December 2015

1. General information

RAY Properties P.J.S.C. (the "Corapany”) is a public joint stock company established under Emiree Decree
No. 5 issued by the Ruler of the Emirate of Ras Al Khaimah on 16 February 2005 and commenced its
operations on 2 Tune 2005. The Company is listed in the Abu Dhabi Securities Market. The registered head
office of the Company is P.O. Box 31113, Ras Al Khaimah, United Arab Emirates.

The consolidated financial statements of the Company comprise the financial statements of the Company and
its subsidiaries, {together referved to as the “Group™),

The principal activities of the Group are investment in and development of properties, property management
and related services.

2 Application of new and revised International Financial Reporting Standards (“IFRSs™)

21 New and revised IFRSs applied with no material effect on the conselidated financial statements
The following new and revised IFRS8s, which became effective for annual pericds beginning on or after 1
January 2015, have been adopted in these consolidated financial statements. The applicadon of these revised
IFRSs has not had any material impact on the amounts reported for the current and prior years but may affect

the accounting for future transactions or arrangements,

+  Annual Improvements to IFRSs 2010 - 2012 Cycle that includes amendments to IFRS 2, IFRS 3, IFRS
8,IFRS 13, IAS 16, [AS 24 and IAS 38.

+« Annoal Improvements to IFRSs 2011 - 2013 Cycle that includes amendments to IFRS 1, IFRS 3, IFRS
13 and TAS 40.

+  Amendments to IAS 19 Employee Benefits to clarify the requirements that relate o how contributions
from employees or third parties that are linked to service should be attributed to periods of service.

2.2 New and revised IFRSs in issue but not yet effective and not early adopted

The Group has not yet applied the following new and revised IFRSs that have been issued but are not yet
effective: '

Effective for
annual periods
New and revised IFRSs beginning on or after
IFRS 14 Regulatory Deferral Accounts 1 January 2016
Amendments to IAS 1 Presentation of Financial Statements relating to 1 January 2016

Disclosure initiative

Amendments to IFRS 11 Joint arrangements relating to accounting for I January 2016
acquisitions of interests in joint operations



RAK PROFPERTIES P.J.8.C, AND SUBSIDIARIES 11

Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

2 Application of new and revised International Financial Reporting Standards (“TFRSs™)
(continued)

2.2 New and revised IFRSs in issue but not yet effective and not early adopted (continued)

Effective for
annual periods
New and revised IFRSs heginning on or after

Amendments to LAS 16 Property, Plant and Equipmens and IAS 38 1 January 2016
Intangible Assets relating to clarification of acceptable methods of
depreciation and amortisation

Amendments to IAS 16 Properry, Plant and Equipment and IAS 41 | January 20116
Agriculture relating to bearer plants

Amendments w© 1IAS 27 Separate Financial Statements relating to 1 January 2016
accounting invesuments in subsidiaries, joint ventures and associates to

be opticnally accounted for using the equity method in separate

financial statements

Amendments to IFRS 10 Consolidared Financial Starements, IFRS 12 1 January 2014
Disclosure of Interests in Qther Entities and 1AS 28 Investment in

Assoctates and Joint Ventures relating to applying the consolidation

exception for investment entities

Annual Improvements to IFRSs 2012 - 2014 Cycle covering 1 January 2016
amendments to IFRS 5, IFRS 7, IAS 19 and IAS 34

IFRS 9 Financial Instruments {revised versions in 2009, 2010, 2013 1 January 2018
and 20148

IFRS 9 izsued in November 2009 introduced new requirements for the
classification and measurement of financial assets. IFRS 9 was
subsequently amended in October 2010 to include requirements for the
classification and measurement of financial liabilities and for
derecognition, and in November 2013 to include the new requirements
for general hedge accounting. Another revised version of IFRS 9 was
issued in July 2014 mainly to include a) impairment requirements for
financial assets and b} limited amendments to the classification and
measurement requirements by introducing a *fair value through other
comprehensive income’ (FVTOCT) measurement category for certain
simple debt wnstruments,
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2 Application of new and revised International Financial Reporting Standards (“TFRSs™)

{continued)

22 New and revised IFRSs in issue but not yet effective and not early adopted (continued)

Mew and revised IFRSs

A finalised version of IFRS 9 which contains accounting requirements for
financial instruments. replacing IAS 39 Financial Instruments: Recognition
and Measurement, The standard contains requirements in the following
areas:

. Classification and measurement: Financial assets are classified
by reference to the business model within which they are held and
their contractual cash flow characteristics. The 2014 version of
IFRS 9 introduces a ‘fair value through other comprehensive
income' category for certain debt instruments. Financial liabilites
are classified in a similar manner to under IAS 39, however there
are differences in the requirements applying to the measurement of
an entity's own credit risk.

. Impairment: The 2014 version of IFRS 9 introduces an ‘expected
credit loss' model for the measurernent of the impairment of
financial assets, so it is no longer necessary for a credit evenr o
have occurred before a credit loss is recognised

. Hedge accounting: Introduces a new hedge accounting model that
is designed 10 be more closely aligned with how entides undertake
risk management activities when hedging financial and non-
financial risk exposures.

. Derecognition: The requirements for the derecognition of
financial assets and liabilities are carried forward from 1AS 39,

Amendments w0 IFRS 7 Financial Insfruments: Disclosures relating to
disclosures about the initial application of TERS 9

IFRS 7 Financial Instrumenrs: Disclosures relating to the additional hedge
accounting disclosures (and consequential amendments) resulting from the
introduction of the hedge accounting chapter in IFRS 9

IFRS 15 Revenue from Contracts with Customers

In May 2014, IFRS 15 was dssued which established a single
comprehensive model for entities to use in accounting for revenue arising
from contracts with customers. IFRS 15 will supersede the cumrent revennoe
recognition guidance including 1AS 18 Revenue, IAS 11 Construction
Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 13 15 that an entity should recognize revenue to
depict the transfer of promised goods or services to customers in an
amount that reflects the consideration to which the entity expects to be
entifled in exchange for those geods or services. Specifically, the standard
introduces a S-step approach to revenue recognition:

Effective for
annual periods
beginning on or after

When IFRS 9 is first applied

When IFRS 9 is first applied
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2, Application of new and revised International Financial Reporting Standards (“IFRSs™)
{continued)

2.2 New and revised IFRSs in issue but not yet effective and not early adopted (continued)

New and revised IFRSs Effective for
annual periods
beginning on or after

IFRS 13 Revenue from Contracts with Customers {continued) 1 January 2018

+  Step 1: Identify the contraci(s) with a customer,
s Step 2: Identify the performance obligations in the contract.
*  Step 3: Determuine the transaction price,

*  Siep 4: Allocate the transaction price to the performance obligations
in the contract,

*  Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation.

Under IFRS 135, an entity recogmnises when (or as) a performance obligation
is satistied, i.e. when ‘control” of the goods or services underlying the
particular performance obligation is transferred 10 the customer. Far more
prescriptive guidance has been added in IFRS 15 to deal with specific
scenarios. Furthermore, extensive disclosures are required by IFRS 15.

Amendments to IFRS 10 Consclidated Financial Statements and 1AS 28 Effective date deferred
Investments in Associates and Joint Ventures (2011) relating to the indefinitely

treatment of the sale or contribution of assets from and investor to its

associate or joint venture

IFRS 16 Leases 1 January 2019

IFRS 16 specifies how an IFRS reporter will recognise, measure, present
and disclose leases. The standard provides a single lessee accounting model,
requiring lessees to recognise assets and liabilities for all leases unless the
lease term is 12 months or less or the underlying asset has a low value.
Lessors continue to classify leases as operating or finance, with IFRS 16’s
approach to lessor accounting substantially unchanged from its predecessor,
IAS 17.

Management anticipates that these new and revised standards, interpretations and amendments will be adopted
in the Group’s consolidated financial statements for the year beginning 1 January 2016 or as and when they
are applicable and adoption of these new standards, interpretations and amendments, except for IFRS 9 and
IFRS 15, may have no material impact on the consolidated financial statements of the Group in the period of
initial application.
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2. Application of new and revised International Financial Reporting Standards (“IFRSs™)
(continued)

232 New and revised IFRSs in issue but not yet effective and not early adopted (continued)

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Group’s consolidaied financial
statements for the annual year beginning 1 January 2018, The application of IFRS 15 and IFRS 9 may have
significant impact on amounts reported and disclosures made in the Group’s consolidated financial statements
in respect of revenue from contracts with customers and the Group’s financial assets and financial Rabilities.
However, it is not practicable to provide a reasonable estimate of effects of the application of these standards
until the Group performs a detailed review.

3. Summary of significant accounting policies
a1 Statement of compliance

The consolidated financial statements have been prepared in accordance with Intemational Financial
Reporting Standards (IFRS) and applicable requirements of the UAE Federal Law No. (2) of 2015.

The UAE Federal Law No. {2) of 2015 ("Companies Law") has come into force on 1 July 2015. The Group
has twelve months from the effective date of the Companies Law to comply with its provisions (“the
transitional provisiens™) and the Group has availed of these transitional provisions.

32 Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis except for the
revaluation of investment properties, investment properties under development and certain financial
instruments. Historical cost is generally based on the fair value of the consideration given in exchange for
assets,

The amounts in the consolidated financial statements are rounded to nearest thousand (“AED *(00") except
when otherwise indicated.

The principal accounting policies are set out below:
33 Basis of consolidation

The consolidated financial statements of RAK Properties P.J.S.C. and Subsidiaries (the “Groop™) incorporate
the financial statements of the Company and the entities controlled by the Company (its Subsidiaries).

Control is achieved when the Company:

+ has power over the investee;

* is exposed, or has rights, 1o variable returns from its involvement with the investee; and

*  has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes to one or more of the three elements of control listed above.
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3 Summary of significant acconnting policies (continued)
33 Basis of consolidation {contnued)

When the Company has less than a majority of the voting rights of an investee, it has power over the investee
when the voting nghts are sufficient to give 1t the practcal ability to direct the relevant activities of the
investes unilaterally.

The Company considers all relevant facts and circumstances in assessing whether or not the Company’s
voting rights in an investee are sufficient to give it power, including:

« the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the
other vore holders;

» potential voting rights held by the Company, other vote holders or other parties:
» rights arising from other contractual arrangements; and

» any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous sharcholders’ meetings.

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases when
the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated income statement and consolidated statement of
other comprehensive income from the date the Company gains controd until the date when the Company
¢eases to control the subsidiary.

Profit or loss and each component of other comprehensive income are attributed w the owners of the
Company and to the noncontrolling interests. Total comprehensive income of subsidiaries is attributed to the
owners of the Company and to the non-controlling interests even if this results in the non-controlling interests
having a deficit balance,

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies in line with the Group’s accounting policies.

All intragroop assets and liabilities, equity, income. expenses and cash flows relating to transactions between
members of the Group are ehiminated in full on consolidartion.

34 Subsidiaries

Details of the Company’s subsidiaries at 31 December 2015 are as follows:

Country of Proportion of
Name of the subsidiary incorporation ownership interest
RAK Properties International Limited United Arab Emirates 100%
RAK Properties Tanzania Limited Tanzania 100%

Dolphin Marina Limited Tanzania 100%
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3. Summary of significant accounting policies (continued)
34 Subsidiaries (continued)

RAK Properties Tanzania Limited, Tanzania is a subsidiary of RAK Properties International Limited and
Dolphin Marina Limited, Tanzama is a subsidiary of RAK. Properties Tanzania Limited, Tanzania,

The principal activities of the subsidiaries are real eslate investment and property management activities,
3.5 Business combination

Acquisitions of businesses are accounted for using the acquisition methed. The consideration transferred in a
business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to the former owners of the
acquiree and the equity interests issued by the Group in exchange for control of the acquiree. Acquisition-
related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognised at their fair
value.

Goodwill is measured as the excess of the sum of the consideration tansferred, the amount of any non-
controlling wnterests in the acquiree, and the fair value of the acquirer’s previously held equity iuterest in the
acquiree (if any) over the net of the acquisition-date amounts of the identifiable assets acquired and the
liabilities assumed. If, after reassessment, the net of the acquisinon-date amounts of the identifiable assets
acquired and Liabilities assumed exceeds the sum of the consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of the acquirer’s previously held interest in the acquiree
(if any), the excess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share
of the entity's net assets in the event of liguidation may be initially measured either at fair value or at the non-
conirolling interests’ proportionate share of the recognised amounts of the acquiree's identifiable net assets.
The choice of measurement basis is made on a transaction-by-transaction basis. Other types of non-controlling
interests are meastared at fawr value or, when applicable, on the basis specified in another IFRS.

When the consideration transferred by the Group in a business cotbinatien includes assets or liabilities
resulting from a contingent consideration arrangement, the contingent consideration is measured at its
acquisition-date fair value and included as part of the ¢onsideration transferred in a business combinaton.
Changes in the fair value of the contingent consideration that qualify as measurement period adjustments are
adjusted rerospectively, with comresponding adjustments against goodwill. Measurement period adjustruents
are adjustments that arise from additional information obtained during the 'measurement period’ (which
cannot excead one year from the acquisition date) about facts and circumstances that existed at the acquisition
date,

The subsequent accounting for changes in the fair value of the contingent consideration that da not qualify as
measuremnent peried adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
setilement is accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance with 1AS 39, or IAS 37 Provisions, Contingent
Liabilitics gnd Contingent Assers, as appropriate. with the corresponding gain or loss being recognised in
profit or loss.
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3 Summary of significant accounting policies (continued)
35 Business combination {continued)

When a business combination is achieved in stages, the Group's previously held equity interest in the acquiree
is remeaswred to fair value at the acquisition date (i.e. the date when the Group obtains control) and the
resulting gain or loss, if any. is recognised in profit or loss. Amounts arising from interests in the acquiree
prior 1o the acquisition date that have previously been recognised in other comprehensive income are
reclassified o profit or Joss where such treatment would be appropriate if that interest were disposed of,

If the initial accounting for a business combination is incomplere by the end of the reparting period in which
the combination occurs, the Group reports provisional amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above}, or additional
assets or liabilities are recognised, to reflect new information obtuned about facts and circumstances that
existed at the acquisition date that, if known, would have affected the amounts recognised at that date.

36 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods and services provided in the normal course of business, net of discounts.

Sale of properties
Revenue from the sale of properties is recognised when all the following conditions are satisfied:
s the Group has transferred to the buyer the significant risks and rewards of ownership of the
properiies;
s the Group rtetains neither continuing managerial involvement to the degree nsually
associated with ownership nor effective control over the properties sold;
the amount of revenue can be measured reliably;
it is probable that the economic benefits associated with the transaction will flow to the
entity; and
¢ the costs incurred or to be incurred in respect of the transaction can be measured reliably.
Rendering of services — facility manggement fee
Revenue from rendering of services is recognised when the services are rendered,

Dividend income

Dividend income from investments is recognised when the shareholders’ rights to receive payment have been
established.

Interest income

Interest income is accrued on a time proportion basis, by reference to the principal outstanding and at the
interest rate applicable.
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1 Summary of significant accounting policies (continued)
36 Revemite recognition (continued)
Rental income

Rental income from investment properties is recognised on a straight line basis over the term of the relevant
lease.

Forfeiture income

Forfeiture income is recognised in the consolidated statement of income when, in the case of properties sold
and not yal recognised as revenug, a customer does nol fulfill to the contractual payment terms. This is
deemed to take place when, despite rigarous follow-up with the defaulted customer. as per the procedure set
out by the Management, the customer continues to default ont contractual terms.

3.7 Government grants

A government grant is recognised when there is reasonable assurance that it will be received and the Group
will comply with the conditions associated with the grant. Grants are measured at fair value, and are
recognised in the consolidated statement of income over the period in which the conditions attached to the
grant are fulfilled.

Such grants are generally received with the implicit condition they are to be utilised for development, and
accordingly, the fulfilment of the condition is estimated based on the progress of development activities.

The deferred Government Grant will be credited to consalidated sraternent of income on the fulfilment of the
conditions stipulated by the Government and is based on the progress of development activities.

18 Foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional curtency). For the purpose of the
consolidated financial statements, the resulis and financial position of each group entity are expressed in Arab
Emirates Dirhams (“AED"), which is the functional currency of the Group and the presentation currency for
the consolidated financial staternent,

In preparing the financial statements of the individual entitics, transactions in currencies other than the
entity’s functional currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates
of the transactions. At the end of each reporting period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date. Non-monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss in the year in which they arise.
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3. Summary of significant accounting policies (continued)
39 Borrowing costs

Bormowing 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 imtended use or
sdle,

All other borrowing costs are recognised in profit or loss in the year in which they are incurred.
310 Property and equipment

Property and equipment are stated at historical cost less accurmulated depreciation and identified impairment
loss. Historical cost inclodes expenditure that is directly attributable to the acquisition of the asset.

Subsequent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that fumre 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 expenses are
charged to the profit or loss in the period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate the assets” cost to their residual values
over their estimated useful lives as follows:

Percentage
Buildings (Note 5) 4-5
Other assets 10-25

The estimated useful lives, residual values and depreciation method are reviewed at each year-end, with the
effect of any changes in estimate accounted for on a prospective basis.

The gain or loss arising on the disposal or retirement of an item of property and equipment is determined as
the difference between the sales proceeds and the carrying amount of the asset and is recognised in the
profit or loss.

3.11 Investment properties

Investment propertics are properties, held to eam rentals andfor for capital appreciarion, is measured
initially at its cost, inchuding transaction costs, Subsequent to initial recognition, investment properties are
measured at fair value. Gains or losses arising from changes in the fair value of invesiment properties are
included in the profit or loss in the year in which they arise.

312 Investment properties under development

Investment properties under development that are being constructed or developed for future use as
investments properties are measured initially at cost including all direct costs attributable to the design and
construction of the properties including related staff costs. Subsequent o imtial recognition, investment
properties under developiment is measured at fair value. Gains and losses arising from changes in the fair
value of investment properties under development are included in the profit or loss in the peried in which
they arise. Upon completion of construction or development, such properties are transferred to investment
properties.
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3 Summary of significant accounting policies (continued)

Fair values of invesmnent properties and investment properties under development are determined by the
open market values based on valuations performed by independent surveyors and consultants,

3,13 Trading properties under development

Properties in the process of construction or development for the purpose of sale on completion are classified
as trading properties under development. They are measured at the lower of cost and net realisable value, Net
realisable value is the estimated selling price in the ordinary course of business less the estumated costs of
completion and the estimated costs necessary to make the sale. Cost of trading properties under development
is determined on the basis of specific identification of their individual costs. The classification of trading
properties under development as cwrent and non-current depends upon the expected date of their completion.

314 Trading properties

Properties either acquired or developed for the purpose of sale in ordinary course of business are classified as
trading properties. These properties are measured at the lower of cost and net realisable value. Net realisable
value is the esimated selling price in the ordinary course of business less the estimated costs necessary to
make the sale. Cost of trading properties is determined on the basis of specific identification of their
individual costs.

3.15 Impairment of tangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an 1mpairment loss. If any such
indication exists, the recoverable amount of the asset is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs. Where a
reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a discount rate that reflects current
markel assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset (cash-generating unit) is estimated to be less than its carrying amount.
the carrying amount of the asset (cash-generating unit) is reduced to its recoverable amount. An impairment
Tozs is recognized immediately in profit or loss. unless the relevant asset is carmied at a revalued amount, in
which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is
increased to the revised estimate of its recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no impairment loss been recognised for the
asset (cash-generating unit) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss, unless the relevant asset is carried at a revalued amount, in which case the reversal of the
impairment loss is treated as a revaluation increase.
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LY Summary of significant accounting policies (continued)
316 Provisions

Provisions are recognised when the Group has a present obligation (legal or constructive} as a result of a past
event, it is probable that the Group will be required to settle that obligation, and a reliable esumate can be
made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the end of the reporting period, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation, its
carrying amount is the present value of those cash flows.

3.17 Employee benefits

3.17.1 Defined contribution plan

UAE national employees of the Group are members of the Government-managed retirement pension and
social security benefit scheme pursuvant to ULA.E. labour law no. 7 of 1999, The Group is required to
contribute 12.5% of the “contribution calculation salary™ of payroll costs to the retirement benefit scheme to
fund the benefits. The employees and the Govemmment contribule 5% and 2.5% of the “contribution
calenlation salary” respectively, to the scheme. The only obligaton of the Group wath respect to the
retirement pension and social security scheme is to make the specified contributions. The contributions are
charged to profit or loss.

3.17.2 Leave passage

An accrual is made for the estmated liability for employees' entitlement 1o leave passage as a result of
services rendered by eligible employees up to the end of the year.

3.17.3 Provision for employees™ end of service indemnity

Provision is also made for the full amount of end of service indemnity due to non-UAE national employees in
accordance with the UAE Labour Law and is based on current remuneration and their period of service at the
end of the reporting period.

The accrual relating to leave passage is disclosed as a current liabality, while the provision relating to end of
service indemmity it is disclosed as a non-cwrrent liability.

3,18 Financial insiruments

Financial assets and financial liabilities are recognised when a Group entity becomes a party to the contractual
provisions of the instrument.

Al financial assets are recognised and derecognised on trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe established
by the market concemed, and are imitially measured at fair value, plus transaction costs, except for those
financial assets classified as at fair value through profit or loss, which are initially measured at fair value.
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318  Financial instruments {continued)

Financial assets are classified into the following specified categories: financial assets “at fair value through
profit or loss’ (FVTPL), “held-to-maturity’ investments, ‘available-for-sale” (AFS) financial assets and ‘loans
and receivables’. The classification depends on the nature and purpose of the financial assets and is
derermined at the time of initial recognition,

319 Financial assets

The effective interest method is a method of caleulating the amwortised cost of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash receipts through the expected life of the financial asset, or. where appropriate, a shorter
period, o the net carrying amount on imtial recognition.

The Group has classified the following financial assets as ‘loans and receivables™ bank balance and cash and
trade and other receivables.

3.19.4 Bank balances and cash

-Bank balances and cash include cash on hand and deposits held with banks (excluding deposits held under
lien) with original maturities of three months or less.

3.19.2 Financiol assets ar FYTPL

Financial assets are classified as at FVTPL when the financial asset is either held for trading or it is
designated as at FVTPL.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling it in the near term: ot

a on ininal recognition it is part of a portfolio of identified financial instruments that the Group
manages together and has a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as a hedging instrument.

A financial asset other than a financial asset held for trading may be designated as at FVTPL upon initial
recognition if:

o such designation eliminates or significantly reduces a measurement or recognition inconsistency that
would otherwise arise; or
) the financial asset forms part of a group of financial assets or financial liabilities or both, which is

managed and its performance is evalvated on a fair value basis, in accordance with the Group's
documented risk management or investment sirategy, and information about the grouping is provided
internally on that basis; or

o it forms part of a contract containing one or more embedded derivatives. and IAS 3% Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability)
to be designated as at FVTPL,

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised in profit or loss wncorporates any dividend or
interest earned on the financial asset and is included in the consolidated statement of income.
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A Summary of significant accounting policies (continued)
3.1%  Financial assets (continued)
3.19.3 Available-for-sale financial assets (AFS financial assets)

The Group has nvestments that are not traded in an active market and are classified as AFS financial assets
and stated at fair valne because management considers that fair value can be reliably measured, Gains and
losses ansing from changes in fair value are recognised in other comprehensive income and accumulated in
the cumulative change in fair values with the exception of impairment losses, which are recognised in profit
or loss, Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss
previously accumulated in the cumulative change in fair values is reclassified to profit or loss.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that fareign
currency and translated at the spot rate at the reporting date. The change in fair value attributable to
translation differences that result from a change in amortised cost of the asset is recognised in profit or loss,
and other changes are recognised in other comprehensive income.

3.19.4 Loans and receivables

Loans and receivables are measured at amortised costs using the effective interest method, less any
impairment. Interest income is recognised by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.

3.19.5 Held-to-maturiry investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and
fixed maturines that ihe Group’s management has the positive intention and ability to hold o maturity. Held-
to-maturity investments are recorded at amortised cost using the effective inferest method less any
impairment, with revenue recognised on an effective yield basis. Where the Group decides to sell other than
an insignificant amount of held-to-mamrity assets, the entire category is considered to be tainted and
teclassified as available-for-sale.

3.19.6 Impairment of financial assets

Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment.
at the end of each reporting period. Financial assets are considered to be impaired when there is objective
evidence that, as a result of one or more events that aceurred after the initial recognition of the financial assel,
the estimated future cash flows of the invesiment have been affected.

For AFS equity investments, a significant or prolonged decline in the fair value of the security below its cost
is considered to be objective evidence of impairment.

For all other financial assets, objectve evidence of impairment could include;

significant financial difficulty of the issuer or counterparty; or

breach of contract, such as a default or delinquency in interest or principal payments; or

it becoming probable that the borrower will enter bankruptey or financial re-organisation; or
the disappearance of an active market for that financial asset because of financial difficulties,

a + & B
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for the year ended 31 December 2015 (continned)

3 Summary of significant accounting policies (continued)
3.19 Financial assets (continued}
3.19.6 Impairment of financial assets (conlinued)

For cenain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on a collective basis, Objective evidence of impairment
for a portfolio of receivables could include the Group's past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average credit period, as well as observable changes
m national or local economic conditions that correlate with default on receivables,

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the
financial asset's original effective interest rate. For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets
with the exception of trade receivables, where the carrying amount is reduced through the use of an allowance
account. When 2 trade receivable 1s considered uncollectible. it 15 wntten off against the allowance account.
Subsequent recovenes of amounts previously written off are credited against the allowance account. Changes
in the carrying amount of the allowance account are recognised in statement of income.

When an AFS financial asset is considered to be impaired, cnmulative: gains or losses previously recognised
in other comprehensive income are reclassified to statement of income in the period.

For financial assets measured at amortised cost, 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, the previously recognised impairment loss is reversed through profit or loss to the extent thar the
carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised.

In respect of AFS equity securities, impairment losses previously recognised in profit or loss are not reversed
through profit or loss. Any increase in fair value subsequent to an impairment loss is recognised in other
comprehensive income.

3.19.7 Derecagnition of financial asseis

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the
asset o another entity. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred asset, the Group recognises its retained interest in the asset
and an associated liability for amounts it may have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset. the Group continues to recognise the financial asset.
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for the year ended 31 December 2015 (continued)

3 Summary of significant accounting policies (continued)
3.20  Financial liabilities and equity instruments issved by the Group
2.20.1 Classification as debt and equity instruments

Debt and equity instrnments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangement.

3.21 Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting
all of its Liabilities. Equity instruments issued by the Group are recorded at the proceeds received, net of direct
issue costs.

122 Financial liabilities

The Group has classified the following financial liabilities as ‘other financial liabilities’: trade and other
payables and borrowings and are ininally measured at fair value, net of transaction costs and are subsequently
measured at amortised cost using the effective interest method, with interest expense recognised on an
effective yield basis 2xcept for short term payable when the recognition of interest wonld be immaterial.

The effective interest method is a method of caleulating the amaortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounts
eslimated future cash payments through the expected life of the financial liability, or, where appropnate, a
shorter period to the net carrying amount on initial recognition,

3.22.1 Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are discharged.
cancelled or expired.

3.23  Dividend distribution

Dividend distribution to the Shareholders is recognised as a liability in the consolidated financial statements
in the period in which the dividends are approved by the Shareholders.

4. Critical accounting judgments and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Mote 3 to these conselidated
financial stalements, management is required to make judgements, estimales and assumptions about the
carrying amourtts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are coasidered to be relevant.
Actual results may differ from these estirates,

The estimates and wnderlying asswmptions are reviewed on an ongeing basis, Revisions to accounting
estimates are recognised i the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.
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Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

4. Critical accounting judgments and key sources of estimation uncertainty (continued)

The significant judgements and estimates made by management, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are
deseribed below:

4.1 Critical judgments in applying accounting pelicies

The following are the critical judgements, apart from those involving estimations (see 4.2 below), that
the management have made in the process of applying the Group's accounting policies and that have the
most significant effect on the amounts recognised in the consolidated financial statements.

4.1.1  Classification of investments

Management decides on acquisition of a financial asset whether it should be classified as FVTPL - held for
trading, held to maturity investments, Joans and receivables or AFS financial assets.

4.1.2  Impairment of financial assets

The Group determines whether AFS financial assets are impaired when there has been a decline in their fair
value below cost. In making this judgement and to record whether an impairment occurred, the Group
evaluates among other factors, the financial health of the investee, industry and sector performance, changes
in technology and operattonal and financial cash flows.

Management has considered an amount of AED 64 million (2014: AED 22 million) as impairment loss an
AFS financial assets for the year, based on the analysis of impairment test perfaormed on available-for-sale
financial assets.

4.1.3  Classification of properties

In the process of classifying properties, management has made various judgments. Judgment is needed to
determine whether a property qualifies as an investment property, property and equipment and/or trading
property. The Group develops criteria so that it can exercise that judgment consistently in accordance with the
definitions of investment property, property and equipment and trading property. In making its judgment,
management considered the detailed criteria and related guidance for the classification of properties as set out
in IAS 2, TAS 16 and 1AS 40, in particular, the intended usage of property as determined by the management.
Trading properties are grouped under current assets as intention of the management is to selt it within one
year from the end of the reporting date.

4.2 Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sowrces of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year,

421 Fair value of investment properties and invesiment properties under development

The best evidence of fair value is current prices in an active market for similar properties. In the absence of
such intormation, the Group determiined the amount within a range of reasonable fair value estimates. In
making its judgment, the Group considered recent prices of simlar properties in the same location and similar
conditions, with adjusments o reflect any changes in the nature, location or economic conditions singe the
date of the wransactions that occurred at those prices. Such estimation is based on certain assumptions, which
are subject to uncertainty and might materially differ from the actual results.
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Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

4. Critical accounting judgments and key sources of estimation uncertainty (continued)
4.2 Key sources of estimation uncertainty {continued)
4.2.1  Fair value of investment properties and investment praperties under development {continued)

The determination of the fair value of revenue-generating properties requires the use of estimates such as
future cash flows from assets (such as leasing, tenants’ profiles, future revenue streams, capital values of
fixtures and fittings, and the overall repair and condition of the property) and discount rates applicable o
those assets. In addition, development risks (such as construction and leasing risks) are also taken into
consideration when determining the fair value of investment properties under development. These estimates
are based on local market conditions existing at the end of the reparting period.

4.2.2  Impairment of trading properties and irading properties under development

The Group’s management reviews the trading and trading properties under development to assess impairment,
if there is an indication of impairment.

In determining whether impairment losses shounld be recognised in the consolidated statement of income, the
management assesses the current selling prices of the property units and the anticipated costs for completion
of such property units for properties which remain unsold at the reporting date. If the current selling prices are
lower than the anticipated cosis to complele, an impairment provision is recognized for the identified loss
event or condition to reduce the cost of rading properties and trading properties under development o its net
realizable valuve.

4.2.3  Useful lives of property and equipment

The Group’s management determines the estimated useful lives and related depreciation charge for its
property and equipment on an annual basis, The Group has carried out a review of the residual values and
useful lives of property and equipment as at 31 December 2015 (Note 5).

424 Valuation of unqueted equity invesiments
Valuation of unquoted equity investments is normally based on one of the following:

* Recent arms length marker ransactions;

¢ Current fair value of another instrument that is substantially the same;

* The expected cash flows discounted at current rates applicable for the items and with similar terms
and nsk characteristics: or

®  Other valuation models

The determination of the cash flows and discount factors for ungquoted equity investments requires significant
estimation. The Group calibrates the valvation techniques periodically and tests them for validity using either
prices from observable current market transactions in the same instrument or from other available observable
market data,

As disclosed in note 31 to the consolidated financial statements, unquoted equity investments are valued using
the net assets value method.
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Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

5. Property and equipment (continued)

At 31 December 2015 the cost of fully depreciated property and equipment that was still in use amounted to
AED 4.897 thousands (2014: AED? 4,779 thousands).

Property and equipment mainly comprises land and buildings that are located in United Arab Emirates.

The management has reassessed the use of certain investment properties, investment properties under
development and trading properties. In the view of the Board of Directors, these properties with a cost of
AED 25,312 thousands (2014: AED 120,352 thousands) will now be used to generate revenues for the
Group. Accordingly, the cost of such properties has been transferred 1o property and equipment.

6. Investment properties
2015 2014
AED *00D0 AED "000
At 1 January 1,657,365 1.724,882
Change in fair valoe - (net) 157,631 02,655
Transferred from trading properties under
development (Note §) - (84.554)
Written off during the year (18,032) -
Transferred to property ard equipment (Note 5) - (75,618
At 31 December 1,796,964 1,657,365
Inside U.AE. 1,796,964 1,639,333
Cuiside U AE. - 18,032
1,796,964 1,657,365

During 2011, the Group has accounted for remaining portion of the land granted as deferred Government
Grant at an aggregate value of AED 571 million with a corresponding increase ko investment properties
and rrading properties under development. This deferred Govemnment Grant will be released to the
consolidated staiement of income on the fulfilment of the conditions sti pulated by the Government,

Investment properties have been valued as at 31 December 2015 by an independent valuer. The Board of
Directors have considered the valuer’s report and, considered increase in fair value of AED 158 million
(2014; AED 93 million) which was recognised in the profit and loss,



RAK FROFERTIES P.J.5.C. AND SUBSIDIARIES

Noies to the consolidated financial statements
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7. Investment properties under development

At 1 Januvary
Cost incurred
Transferred to property and equipment {Note 5}
Transferred to trading properties
under development (Note 3)

At 31 December

2015
AED 000

267,016

1,192
(1,670)

266,538

30

2014
AED *000

351,172
4,716
(44,734)

(44,138)

267,016

The investment properties under development have been valued as at 31 December 2015 by an
independent valuer. The Board of Directors have reviewed the above repori of the independent valuer
and have concurred that no change in fair value needs to be considered in the consolidated financial

statements of the Group for the year ended 31 December 2015.

Investment properties under development are located in United Arab Emirates.

8. Trading properties under development

At 1 January
Cost incurred
Write off during the year
Transferred from investment properties (Note 6)
Transferred from investment properties
under development (Note 7)
Transferted to trading properties (MNote 11)
Transferred to property and equipment (Note 5)

At 31 December

Inside U.A.E.
QOutside UAE

2015
AED 000

884,618
149,559
(15,182)

(131.164}
(23,642}

864,199

846,711
17,488

864,199

2014
AED "0}

734,668
21,268

84,554

44,138

884,628

851,958
32,670

884,628
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9, Investments

Non-curreni investments
Available-for-sale

Private equity investments
Real estate fund

Less: provision for impairment

Held to maturity investment

Current investments
At fair value through profit or loss

The details of the Group’s investments were as follows:

Non-current investments

Available-for-sale

Investments within United Arab Emirates
Unquoted private equity investments
Unquoted funds

fnvestments ontside United Arab Emirates
Unquoted private equity investments
Ungquorted funds

Gross value for non-current investments
Less: Provision for impairment

2015
AED '000

330,475
268,025

(374,316)

274,184
8270

282,454

2015
AED "0

250,346
15,256

265,602

130,129
252,769

382,898

648,500
(374,316)

274,184

31

2014
AED 000

331,995
257,906
(310,679

369,222

11,022

380,244

34,603

2014
AED 000

251,497
15,256

266.753

130,499
282,649

413,143

679,901
(310.679)

369.222
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9. Investments (continued)

The details of the Group's investments were as follows (continued):

Held to maturity investiment
Unquoted debt instrument placed outside
United Arab Emirates

Total non-corrent Investments
Current invesiments — FVTPL

CQuoted equity securities inside U.AE.
Ungquoted investments outside T ALE.

Movement in provisien for impairment is set our below:
At | January
Provisions made during the yeat

Write off during the year

At 31 December

2015
AED *000

8,270

282454

24.542
8,851

33,393

310,679
63,637

374,316

32

2014
AED "000

11,022

380,244

25,514
9,089

34,603

288,732
21,547

310.679

A net decrease in fair value of investments at fair value through profit and loss of AED 1.2 million

(2014: Increase by AED 4 million) has been taken in the profit or loss.

The unquoted available-for-sale investments have been valued as at 31 December by an independent
valuer. The Board of Directors have reviewed the above report of the independent valuer and have
considered an amount of AED 64 million as impairment loss for the year ended 31 December 2015

(2014: AED 22 million),
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10, Advances

2015 2014
AED "0 AED 000
Advances 190,807 161,313
Less: provision for impairment (29.250) (29,250)
161,557 132,063
Classified as:
Non-current assets 78,697 67,728
Current assets 82,860 64,335
161,557 132,063

Advances include:

fa) An amount of AED 79 million paid to acquire properties in the Emirate of Abu Dhabi.
(b) An amount of AED 13 millien paid 1o acquire plots of land in the Emirate of Abu Dhaba.

At 31 December 2015, Board of Directors have analysed the recoverability and status of advances and

have concluded that no impaument charge is required for the year, (2014; provision for impairmen
amounting to AED 3 million).

11. Trading properties

2015 2014

AED 000 AED *000

At 1 Janvary 513,224 673,665
Transferred from investment property (Note 8) 131,164 =
Cost of properties sold (Note 22) (205,284) (160,441)
At 31 December 439,104 513,224

All rading properties are located in United Arab Ernirates,

Daring the year, based on an independent valuation of net realisable value of trading properties, Board of
Dhirectors has concurred that no write down to realisable value is identified in the valuation report and
accordingly no charge to profit or loss for the year is required (2014: Nil).
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12, Trade and other recejvables

2015 2014
AED '000 AED (K}
Trade receivables 118,938 1,074
Other receivables 40,577 38,682
159,515 129,756

Receivables due after one year (59,394) (30,973)
Receivables due witlun one year 109,121 98,783

Trade receivables as at 31 December 2015, includes notes receivable — post dated cheques amounting 1o
AED 97.6 million (2014 : AED 605 million)

The Board of Directors have performed the impairment test on rade and other receivables and have
concluded that no impairment charge is required for the year,

13, Bank balances and cash

2015 2014

AED 000 AED "000

Cash in hand 20 20
Bank balances.

Current accounts 8,436 569

Current accounts — unclaimed dividends (see Note 20) 57,590 51,372

Call accounts 2,823 2,662

Term deposits 250,000 250,000

318.869 304,623

Bank balances and cash include term deposits amounting 1o AED 250 million {2014; AED 2350 million)
with a maturity period of more than three monihs, which accordingly are not included in cash and cash
equivalents. The effective average interest rate on deposits was 1.85% to 2% per annum (2014: 1.85% to
2 % per annum).

Fixed deposit amounting to AED 250 million is under lien agamst bank overdraft facility. At 31
December 2015, outstanding balance in the bank overdraft is NIL (2014: AED 12,126 thousand) (Note
18}).

Current accounts ~ unclaimed dividends should be utilised only for the payment of dividend and should
oot be used for any other purposes.

Bank balances and cash are maintained in United Arab Emirates.

14, Share capital

The authorised issued and fully paid up share capital of the Company is AED 2 billion (2014: AED 2
billion) divided into 2 billion shares with par value of AED 1 each.
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15. Statutory reserve

In accordance with UAE Federal Law No. (2) of 2015, and Article 57 (1) of the Company’s Articles of
Association. 10% of net profit for the year is required to be transferred to statutory reserve till the
reserve reaches 50% of Company's paid up share capital. At the annval general meeting held on 13
March 2014, the shareholders approved to transfer an amonnt of AED 702,733 thousand from retained
earnings to statutory reserve, The reserve is not available for distribution except in the circumstances
stipulated by the law. No transfer was made to statutory reserve for the year ended 31 December 2015 as
the balance in the reserve has reached 50% of Company’s paid up share capital.

16. General reserve

In accordance with Article 57 (2) of the Company's Articles of Association, 10% of the net annual profit
is transferred to the general reserve. The transfer to general reserve shall cease by decision of the
ordinary general meeting as recommended by the Board of Directors or if general reserve reaches 50% of
the Company's paid-up share capital. General reserve shall be used for the purposes decided by the
ordinary general meeting upon the suggestion of the Board of Directors.

At the annual general meeting held on 13 March 2014, the shareholders approved (o transfer an amount
of AED 297,267 thousand from retned earnings to general reserve.

17. Provision for employees’ end of service indemnity

Movement in the net liabilities were as follows:

2015 2014
AED '000 AED 000
Balance at the beginning of the year 3,148 2,871
Charge for the year 685 530
Amount paid (164) (235
Balance at the end of the vear 3,669 3,148
18. Borrowings
2015 2014
AED 004 AED 000
Non-current liabilities
Term loan - 91.850
Current linbilities
Term loan 91,850 -
Bank overdraft - 12,126
91,850 12,126
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18. Borrowings (continued}

The Group has obtained unsecured term loans from Investment and Development Office (IDO),
Government of Ras Al Khaimah amounting to AED 92 million (USD 25 millien) in 2011; and is
repayable entirely in one bullet installment in the year 2016. This loan carries a fixed interest rate of
4.95% and the interest i3 payable on a guartetly basis. The amount outstanding at the reporting date is
AED 92 million (2014: AED 92 mitlion},

The Group obtained overdraft facility of AED 350 million from a commercial bank. Interest on overdraft
will be computed at 0.55% over the fixed rate up to the fixed deposit amount, and overdraft balance
exceeding the deposit balance will be charged at the bank’s base rate less 5% per annum,

The overdrafi facility of the Group is secured by:

Lien over fixed depasit for AED 250 million held with the bank in the name of the borrower.
* Undestaking to deposit all sale proceeds from the sale of properties in Mina Al Arab project in the
overdraft account: and
+ TUndertaking to cover any excess over the sanctioned facilities from the Company's own sources.

19. Advances from customers

Advances from customers represent the amounts received in accordance with the payment plans from
sale of trading properties currently under development and trading properties (total net sales for the year
ended 31 December 2015 —AED 270 million) (2014: AED 320 million). Revenue recognition is deferred
until the time when the property development is substantially completed and significant risks and
rewards of ownership are transferred to the buyer in accordance with the Group’s accounting policy for
revenue recognition (refer note 3).

Advances from customers are bifurcated between current and non-current based on the expected
completion of trading properties to which it relates,

During the year, the Group had forfeited advances amounting to AED 22 million (2014: AED 31
million) for not fulfilling the payment obligation by cerain customers after gerting necessary legal
advice.

2{. Trade and other payables

2015 2014

AED ‘000 AED 000

Trade payables 98.076 89,025
Project accruals 47,454 26,426
Unclaimed dividends (see Note 13} 51590 51,372

Other payables and accruals 64,198 47,949

269,318 214,772
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21. Revenue

Sale of properties

Forfeiture income (see Note 19}
Facility management fee

Rental income

Other

P Cost of revenue

Cost of sale of properties (Note 11)
Facility management and rental expenses

23, General and administrative expenses

Staff costs

Advertisernent and marketing expenses
Depreciation

Other expenses

37
2015 2014
AED "000 AED 000
295,971 205,970
22,080 31,405
24,234 21,879
25,517 23,614
. 14,958
367,302 267,826
2015 2014
AED "000 AED 000
(205,284) (160,441}
(27,943) (27,356)
(233,227) (187,797)
2015 2014
AED "000 AED 000
(19,884) (16,949)
(4,783) (7.921)
(10,670) (9,852)
{4,626) (6,303)
(39,963) (41,025)




RAK PROPERTIES P.J.5.C. AND SUBSIDIARIES

Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

24, Finance income and expenses

2015

AED 000

Finance income 5,141
Interest expense on borrowings (3,834)
Exchange loss 2)
Finance expenses (3,836)

25, BRelated party transactions

38

2014
AED 000

5464

(5,750)
an

(5,771)

The Group, in the ordinary course of business, enters into transactions, at agreed terms and conditions,
with other business enterprises or individuals that fall within the definition of relaied parties contained in
International Accounting Standard 24. The Group has a related party relationship with Government of
Ras Al Khaimah, its shareholders, directors and executive officers, (including business entities over
which they can exercise significant influence or which can exercise significant influence over the

Group).

Balance due from/(due to) related parties are as follows.

2015

AFD '000

Term deposits 250,000
Term loan (91,850)

Current account with bank 7.378

During the year, the Group entered into the following transactions with related parties.

2015
AED '000

Key management remuneration:
Salaries and benefits 8,439
End of service benefits 51
8,790
Directors sitting fees 1,360

Directors remuneration 3,000

2014
AED 000

250,000

(91,850
(12,126)

2014
AED "000

8,082
418

8.500
1,420

2.000
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25, Related party transactions (continued)

20ms
AED "

Transactions:
Interest income on term deposits 4412
Interest expenses on term loan 4,610
Interest expense on overdraft 932

Other related party transactions

39

2014
AED 000

4,900
4,610
1,298

The Government of Ras Al Khaimah has granted certain plots of land with an aggregate area of 67.1
million square feet on the condition that these lands undergo development. Qut of these, the Group did
not recognise 0.175 millicn square feet in these consolidated financial stalements as the development

work has not commenced on these plots of land as at 31 December 20135

26, Basic earnings per share

2015

AED 000

Profit for the year (in AED *000) 160,095
Number of shares (in '000) = -2,000,000
Basic earnings per share (in AED) 0.08

2014
AED 000

155,743

2,000,000

0.08

Basic earnings per shate is calculated by dividing the profit for the year by the number of shares

outstanding at the end of the reporting period.

27. Cash and cash equivalents

5
AED ‘0N
Bank balances and cash 318,869
Current accounts — unclaimed dividends (57,590)
Term deposits with maturity more than three months

- under lien (250,0010)

11,279

2014
AED 00}

304,623
(51,372)

(250,000)

3,251
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MNotes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

28. Commitments and contingent liabilities

Commitments relating to the property development are as follows:

2015 2014
AED 000 AED 000
Approved and contracted 180492 242,116

The Group has a legal case with one of the contractor and an arbitrational tribunal has bezn constituted.
The management in consuliation with the external lawyer have reviewed the status of the legal case and
have concluded that no provision needs ¢ be maintained against the above, cother than the liability
considered in the consolidated financial statements.

29, Capital risk management

The Group manages its capital to ensure that the Group will be able to continue as a going concem while
maximising the retum to stakeholders. The Group's overall sirategy remains unchanged from 2014.

The capital structure of the Group consists of borrowings, bank balances and cash and equity,
comprising share capital, reserves and retained earnings.

The Group reviews the capital structure on a regular basis. As part of this review, the Group considers
the cost of capital and the risks associated with capital.

30. Financial instruments

30.1 Significant accounting policies

Details of the significant accounting policies and metheds adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of each

class of financial asset, financial liability and equity instrumemt are disclosed in MNote 3 to the
consolidated financial statements.
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0. Financial instruments (continued)
30.2  Catepories of financial instruments
Loans and Held-to-  Held for Available-Non-financial
Assets receivables maturity trading for-sale instruments Total
AEDX00  AED'0MG  AED'ON  AEDX000  AED 0N AED'000
M December 2015
Property and
equipment - - ~ 432,390 432,390
Investment properties - - - - 1,796,964 1,796,964
Investment properties
under development - - - - 266,538 266,538
Trading properiies
under development - - - - 864,199 8o, 190
Investments - 8,270 33,393 274,184 - 315,847
Advances - - = - 161,557 161,557
Trading properties - - - - 439,104 439,104
Trade and
other recervables 158,506 - = = 1.009 159,515
Bank balances and
cash 318,869 - - - 318,869
Total assets 477375 8,270 313,393 274,184 3,961,761 4,754,983
Non-
Equity and liabilities Financial financial
instrumen instruments Total
31 December 2015 AED 000 AED 000 AED ‘000
Equity - 3,752,078 3,752,076
Provision for employees’ end of
service indemnity - 3,669 3,669
Borrowings 91,850 - 21.850
Deferred government grants - 570,902 570,902
Advance received from customers - 67,168 67.168
Trade and other payables 269318 - 269,318
Total equity and liabilities 361,168 4,393,815 4,754,983
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Notes to the consolidated financial statements

for the year ended 31 December 2015 (continued}

3. Financial instruments {continued)

30.2 Categories of financial instruments (continued)

Assets

31 December 2014
Property and
equipment
Investment properties
Investment properties
under development
Trading properties
under development
Investments
Advances
Trading properties
Trade and
other receivables
Bank balances and
cash

Total assets

Equity and liabilities

31 December 2014
Equity

Provision for employees’” end of

service indemnity
Borrowings

Deferred government grants
Advance recetved from customers
Trade and other payables

42
Leansand  Held-to- Held for Available- Non-financial
receivables  maturity trading for-sale  instruments Total
AEDY(0 AED'OX) AED000 AED 000 AELDY (WX} AED 000
- - - - 416,330 416,330
- = - = 1,657,365 1,657,365
= = = - 267,016 267,016
- - - - 884,623 884,628
- 11,022 34,603 369,222 - 414,847
= ¥ = = 132,063 132,063
- - - - 513,22 513,224
129,447 - - - 309 129,756
304,623 - - - - 304,623
434,070 11,022 34,003 369,222 3,870,935 4,719,352
Financial Non-financial
_instruments instruments _Total
AED *000 AED 000 AED "000
- 3,717,802 3,717.802
- 3,148 3,148
103,976 - 103,976
- 570,902 570,902
- 109,252 109,252
214,772 - 214,772
318,748 4,401,104 4,719,852

Total equity and liabilities
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Notes to the consolidated financial statements
for the year ended 31 December 2015 (continued)

30. Financial instruments (continued)
32 Categories of financial instruments (continued)

The directors consider that the carrying amounts of the financial assets and financial liabilities recorded in
the consolidated financial statements approximate their fair values.

3.3  Interest rate risk management

The Group’s exposure to interest rate risk relates to its bank deposits and borrowings.

At 31 December 2015, bank deposits carried interest rates ranging from 1.85% to 2% per annum (2014:
1.85% to 2% per annum). The interest rates on borrowings are linked to three month USD LIBOR plus
floating interest rate of 4.95% per annun (2014, 4,95% per annurn),

304 Financial risk management objectives

The management of the Group monitors and manages the financial risks relating to the operations of the
Group through internal risk reports which analyse exposures by degree and magnitude of risks. These
risks include market rizk (including currency risk, fair value interest rate risk and price risk), credit risk
and liquidity risk.

30.5 Market risk

The Group’s activities expose it primarily to the financial risks of changes in foreign currency exchange
rates and interest rates.

Market risk exposures are measured using sensitivily analysis.

There has been no change to the Group's exposure to market risks or the manner in which it manages
and measures the nisk.

3.6 Equity price risk

The Group’s exposure for equity price risk at the reporting date is minimum, the Group has certain
quoted marketable equity investment listed in the UAE stock exchanges and for the unguoted equity
investment the Groop has conducted the investment valuation by independent valuation expert at the
1eporting date.

30.7 Equity price sensitivity analysis
The Group's exposure to equity price risks at the reporting date is minimum. The majority of investment

held by the Group is in unquoted equities. The unquoted equities are valued by experts al each reporting
date.



RAK PROPERTIES P.J.S.C. AND SUBSIDMARIES 44

Notes to the consolidated financial statements
for the year ended 31 December 2015 {(continued)

0. Financial instruments (continued}
30.8 Foreign currency risk management

There are no significant exchange rate risks as substantially financial assets and financial liabilities are
denominated in Arab Emirates Dirhams or US Dollars to which the Dirham 1s fixed.

309 Credit risk management

The Group's principal financial assets are banks® current and deposit accounts and trade and other
receivables.

The Group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the
consolidated statement of financial position are net of allowances for doubtful receivables. An allowance
for impairment s made where there is an identified loss event which, based on previous experience, is
evidence of a reduction in the recoverability of the cash flows.

The Group has no significant concentration of credit risk, with exposure spread over a large number of
counterparties and customers.

30.10 Liguidity risk management

Ultimate responsibility for liquidity risk management rests with the Board of Directors, who have built an
appropriate liquidity nsk management framework for the management of the Group's short, medium and
long-term funding and liquidity management requirements. The Group manages liquidity risk by
maintaining adequate reserves, by continuously monitoring forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The contractual maturities of the financial instruments have been determined on the basis of the remaining
period at the reporting date to the contractual maturity date. The maturity profile is monitored by
management to ensure adequate liquidity is maintained.

Financial assets and financial liabilities comprise of investments, trade and ather receivables, bank balances
and cash, borrowings, rade and other payables, which mature or are payable within one year from the end
of the reporting date other than investments, trade and other receivables which mature after one year (see
Note 9 and 12).

31. Fair value measurements

Fair value is the price that would be received 1o sell an asset or paid to transfer a lability in an orderly
transaction between market participants at the measurement date. As such, differences can arise between
book values and the fair value estimates. Underlying the definition of fair value is the presumption that the
Group is a going concern without any intention or requirement to materially curtail the scale of its operation
or to undertake a transaction on adverse terms,
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31. Fair value measurements (continued)

Fuir value of financial instrumenss carried at amortised cost

45

Management considers that the carrying arnounts of financial assets and financial liabilities recognised at
amortised cost in the financial statements approximate their fair values.

Valuation techniques and assumprions applied for the purposes of measuring fair value

The fair values of financial assets and financial liabilities are determined using similar valuation
techmques and assumptions as used in the audited annual consolidaled financial statements for the
year ended 31 December 2014.

Fair value of the Group’s financial assets that are measured ai fair value on recurring basis

Some of the Group’s financial assets are measured at fair value at the end of the reporting period. The

following table gives information about how the Fair values of these financial assets are determined:

Financial asseis

Available for
sale

Unquoted private
equity

invesmments  and
funds

Financial assets
at FYTPL
Quoted
securities
Unguoted
investments

equity

Fair value as at

3 31
December December
2015 2014
AED000 AEDO0D
274,184 369,222
24,542 25,514
8.851 9,089

Fair value
hierarchy

Level 3

Level 1

Level 3

Valuation techniques
and key inputs

Net assets valuation
method due to the
unavailability of market
and comparable
financial information.
Net assets values were
determined based on
the latest available
aundited/historical

financial information.

Quoted bid prices in an
active market.

Net assets valuation
method due to  the
unavaijlability of market
and comparable
financial information.
Net assets values were
determined based on
the latest available
audited/historical
financial information,

Significant
unobservabl
inpit

Net assets
value

Mone

MNet assets
value

Relationship of
unobhservable
inputs to fair
value

Higher the net
assets value of
the investees.
higher the fair
value.

NA

Higher the net
assects value of
the investees,
higher the fair
value.
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31. Fair value measurements (continued)

Fgir value meqsurements recognised in the consolidated statement of financial position

46

The following table provides an analysis of financial and non- financial instruments that are measured
subsequent to initial recognition at fair value, grouped into Levels 1 w 3 based on the degree to which the

fair value is observable:

# Tevel 1 fair value measurements are those derived from guoted prices (unadjusted) in active

markets for identical assets or liabilities;

» Level 2 fair value measurements are those derived from inputs other than quoted prices
included within Level 1 that are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices); and

» Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are mot based on observable market data (unobservable

inputs).

31 December 2015

Available-for-sale
Unquoeted equities and funds
Financial assets carried at

FVTPL
Assets held for trading

Investment properties

Investment properties
under development

Level 1
AED 000

24,542

24,542

Level 2
AED 000

Level 3
AED 000

274,184

8,851

1,796,964

266,538

2,346,537

Total
AED 000

274,184

33,393

1,796,964

266,538

23711079
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for the year ended 31 December 2015 (continued)

il Fair value measurements (continued)

31 December 2014

Level 1 Level 2 Level 3 Total
AED '000 AED 000 AED 'D00 AED 000
Available-for-sale
Unquoted equities and funds - - 369,222 369,222
Financial assets carried al
FVTPL
Assels held for trading 25,514 . 9,089 34,603
Investment properties - - 1,657,365 1.657,365
Investment properties
under development - - 267,016 267016
25,514 - 2,302,692 2,328,200

rer—— T Y i i = amEs =

There were no transfers between the levels during the period. There are no financiat liabilities which should
be measured at fair value and accordingly no disclosure is made in the above table,

32. Dividerd

The Directors propose that a dividend of AED 100 million AED 5 fils per share (2014: AED 100 million,
AED 5 fils per share) to be paid to the Shareholders for the year 2015, The Directors also propose the Board
of Directors’ remuneration of AED 3.5 million (2014: AED 3 million).

The above are subject to approval by the Shareholders af the Annual General Meeting and have not been
included as a liability in these consolidated financial statements,

At the annual general meeting heid on 19 March 2015, the shareholders approved cash dividend of 5%
amounting to AED 100 million (AED 5 fils per share) for the year ended 31 December 2014 (2013: 5%,
AED 100 million). Shareholders alse approved the Board of Directors’ remuneration of AED 3 million for
the year ended 3| December 2014 (2013: AED 2 millicn).

33. Approval of the consolidated financial statements

These consolidated financial statements were approved hy the Board of Directors and authorised for
issue on 13 February 2016.




