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 Notes 2019 2018 

  AED’000 AED’000 
    

Revenue 22 192,423 101,391 
    
Cost of sales 23 (133,815) (55,570) 
  ---------- --------- 
Gross profit  58,608 45,821 
    
Other income  25 27,701 15,589 
General and administrative expenses 24 (44,371) (53,565) 
Net change in fair value of investment properties 7 55,331 168,392 
Write down of trading properties under development  
  to net realizable value 

 
9 

 
(1,519) 

 
(3,150) 

  --------- ---------- 
Operating profit  95,750 173,087 
    
Impairment for trade, contract and other receivables 13 (932) (30,466) 
Loss on sale of investments  - (3,170) 
Net change in fair value of investments at FVTPL 10 440 1,591 
Dividend income  1,099 3,626 
Finance income 26 10,581 9,233 
Finance expenses 26 (6,238) (3,377) 
  ---------- ---------- 
Profit for the year  100,700 150,524 
  ====== ====== 
    
Basic and diluted earnings per share for the year 
(AED) 

 
27 

 
0.05 

 
0.08 

  === === 
    
The notes on pages 16 to 57 form an integral part of these consolidated financial statements. 
 
The independent auditors’ report is set out on pages 3 – 10. 
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  2019 2018 
  AED’000 AED’000 
    

Profit for the year  100,700 150,524 
    
Other comprehensive income:    
    
Items that will not be reclassified to profit or loss:    
    
Net change in fair value of equity investments at fair value 
through other comprehensive income 

  
(5,191) 

 
(117,520) 

  -------- --------- 
Other comprehensive loss for the year  (5,191) (117,520) 
  -------- --------- 
Total comprehensive income for the year  95,509 33,004 
  ===== ===== 
 
The notes on pages 16 to 57 form an integral part of these consolidated financial statements. 
 
The independent auditors’ report is set out on pages 3 – 10. 
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 Notes 2019 2018 
   AED’000 AED’000 

Operating activities    
Profit for the year  100,700 150,524 
    
Adjustments for:    
Depreciation  6 15,419 14,336 
Finance income 26 (10,581) (9,233) 
Finance cost 26 6,238 3,377 
Dividend income  (1,099) (3,626) 
Net change in fair value of investments at FVTPL  (440) (1,591) 
Loss on sale of investments  - 3,170 
Net change in fair value of investment properties 7 (55,331) (168,392) 
Write down of trading properties under development to net realisable value 9 1,519 3,150 
Impairment of trade, contract and other receivables 13 932 30,466 
Provision for employees’ end of service benefits 18 605 (1,553) 
Government grant 25 (22,020) - 
  -------- --------- 
  35,942 20,628 
Changes in:    
-Trading properties  58,422 6,205 
-Trading properties under development  (102,588) (65,666) 
-Trade, contract and other receivables  (53,938) 91,846 
-Advances to suppliers and contractors  2,480 (51,227) 
-Inventories  (149) 162 
-Trade and other payables   31,410 17,968 
-Contract liabilities  5,595 (2,323) 
Employees’ end of service benefits paid 18 (127) (63) 
  --------- -------- 
Net cash (used in) / generated from operating activities  (22,953) 17,530 
  --------- -------- 
Investing activities    
Additions to property and equipment 6 (140,529) (129,540) 
Interest received  10,219 8,063 
Dividend received  1,099 3,626 
Additions to investments  - (323) 
Proceeds from disposal of investments  12,629 18,533 
Additions to investment properties under development 8 (22,477) (17,115) 
Increase in term deposits  (50,000) (50,000) 
  --------- ---------- 
Net cash used in investing activities  (189,059) (166,756) 
  --------- ---------- 
Financing activities    
Dividend paid  (285) (123,064) 
Borrowings availed  271,942 196,559 
Borrowings repaid  (26,650) - 
Change in bank overdraft  (14,631) 95,889 
Interest paid  (15,283) (13,678) 
Board of directors’ remuneration paid  (4,000) (5,263) 
  ---------- ---------- 
Net cash generated from financing activities  211,093 150,443 
  ---------- ---------- 
Net (decrease) / increase in cash and cash equivalents  (919) 1,217 
    
Cash and cash equivalents at the beginning of the year 14 3,466 2,249 
  ------- ------- 
Cash and cash equivalents at the end of the year 14 2,547 3,466 
  ==== ==== 
    
The notes on pages 16 to 57 are an integral part of these consolidated financial statements. 
 
The independent auditors’ report is set out on pages 3 – 10. 
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RAK Properties PJSC and its subsidiaries 
 

Consolidated statement of changes in equity 
For the year ended 31 December 2019        

 Share capital Statutory reserve General reserve 
Fair value 

reserve 
Retained 
 earnings 

 
Total 

 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 
       
Balance at 31 December 2017  2,000,000 1,000,000 576,826 (589) 347,130 3,923,367 
       
Adjustment on adoption of IFRS 9 (refer note 3 (c)(i)) - - - (330,332) 312,681 (17,651) 
 ------------ ------------ ---------- ----------- ---------- ------------ 
Restated balance at 1 January 2018  2,000,000 1,000,000 576,826 (330,921) 659,811 3,905,716 
       
Total comprehensive income for the year       
       
Profit for the year - - - - 150,524 150,524 
       
Other comprehensive loss for the year - - - (117,520) - (117,520) 
 ------------ ------------ ---------- -------------- ------------- ------------ 
Total comprehensive income for the year - - - (117,520) 150,524 33,004 
       
Transactions recorded directly in equity       
       
Transfer to general reserves - - 15,052 - (15,052) - 
       
Board of Directors’ remuneration (refer note 30 (ii)) - - - - (5,263) (5,263) 
       
Dividend declared (refer note 30 (i)) - - - - (120,000) (120,000) 
 ---------------- ---------------- ------------- -------------- ------------- ---------------- 
Balance at 31 December 2018 2,000,000 1,000,000 591,878 (448,441) 670,020 3,813,457 
 ======= ======= ====== ====== ====== ======= 
       
Balance at 1 January 2019  2,000,000 1,000,000 591,878 (448,441) 670,020 3,813,457 
       
Total comprehensive income for the year       
       
Profit for the year - - - - 100,700 100,700 
       
Other comprehensive loss for the year - - - (5,191) - (5,191) 
 ------------ ------------ ---------- -------- ------------ ------------ 
Total comprehensive income for the year - - - (5,191) 100,700 95,509 
       
Transactions recorded directly in equity       
       
Realised loss on equity investments measured at  
FVOCI transferred to retained earnings  - - - 237,529 (237,529) - 
       
Transfer to general reserve - - 10,070 - (10,070) - 
       
Board of Directors’ remuneration (refer note 30 (ii)) - - - - (4,000) (4,000) 
 ------------ ------------ ---------- ---------- ---------- ------------ 
Balance at 31 December 2019  2,000,000 1,000,000 601,948 (216,103) 519,121 3,904,966 
 ======= ======= ====== ====== ====== ======= 

  

The notes on pages 16 to 57 are an integral part of these consolidated financial statements.
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1 Reporting entity 
 
 RAK Properties PJSC ("the Company") 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 June 2005. The Company is listed in the Abu Dhabi Securities Exchange, UAE. The registered office of 
the Company is P.O. Box 31113, Ras Al Khaimah, UAE. 

 
The consolidated financial statements as at and for the year ended 31 December 2019 comprises the Company 
and its subsidiaries (collectively referred to as “the Group”). 

 
Details of the Company’s subsidiaries as at 31 December 2019 are as follows: 
   

Name of subsidiary Country of incorporation 
Proportion of 
ownership interest 

  2019 2018 
RAK Properties International Limited United Arab Emirates 100% 100% 
RAK Properties Tanzania Limited Tanzania 100% 100% 
Dolphin Marina Limited Tanzania 100% 100% 

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

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

2 Basis of preparation  
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”). Details of Group’s accounting policies are included in notes 3 and 4. 
 
This is the first set of Group’s annual financial statements in which IFRS 16 Leases has been applied. The 
related changes to significant accounting policies are described in note 4. 
 
Except for change is accounting policy for leases, the Group has consistently applied the accounting policies 
to all the years presented, unless otherwise stated. 
 
The effect of initially applying this standard is not material to the Group’s consolidated financial statements. 
 

(a) Statement of compliance 
 
These consolidated financial statements have been prepared in accordance with International Financial 
Reporting Standards (“IFRS”) and comply with the relevant Articles of the Company and the UAE Federal 
Law No. (2) of 2015. 
 

(b) Basis of measurement 
 

These consolidated financial statements have been prepared on the historical cost convention basis except for 
investment properties, investment properties under development and certain financial instruments, which are 
stated at fair values. 
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2 Basis of preparation (continued) 

 
(c) Functional and presentational currency 

 
These consolidated financial statements are presented in United Arab Emirates Dirhams (“AED”), which is 
the functional currency of the Company. All amounts have been rounded to the nearest thousand, unless 
otherwise indicated. 
 

(d) Use of estimates and judgments 
 
In preparing these consolidated financial statements, management has made judgments and estimates that 
affect the application of the Group’s accounting policies and the reported amounts of assets, liabilities, income 
and expenses. Actual results may differ from these estimates.  
 
Measurement of fair values 
 
A number of the Group’s accounting policies and disclosures require the measurement of fair values, for both 
financial and non-financial assets and liabilities. 
 
The Group has an established control framework with respect to the measurement of fair values, and 
management has overall responsibility for overseeing all significant fair value measurements, including Level 
3 fair values. 
 
The management regularly reviews significant unobservable inputs and valuation adjustments. If third party 
information, such as broker quotes or pricing services, is used to measure fair values, then the management 
assesses the evidence obtained from the third parties to support the conclusion that these valuations meet the 
requirements of IFRS, including the level in the fair value hierarchy in which the valuations should be 
classified. 
 
When measuring the fair value of an asset or a liability, the Group uses observable market data as far as 
possible. Fair values are categorised into different levels in a fair value hierarchy based on the inputs used in 
the valuation techniques as follows: 
 
-  Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.  
-  Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or liability, 

either directly (i.e. as prices) or indirectly (i.e. derived from prices).  
-  Level 3: inputs for the asset or liability that are not based on observable market data (unobservable 

inputs). 
 
If the inputs used to measure the fair value of an asset or a liability might be categorised in different levels of 
the fair value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the 
fair value hierarchy as the lowest level input that is significant to the entire measurement. 
 
The Group recognizes transfers between levels of the fair value hierarchy at the end of the reporting period in 
which the change has occurred. 
 
Further information about the assumptions made in measuring fair values is included in the following notes: 
- Notes 7 and 8 – Investment properties and Investment properties under development; 
- Note  31 – Fair value measurements.
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2 Basis of preparation (continued) 

 
(e) Key sources of estimation uncertainty 

 
Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are recognised 
prospectively. 
 
Information about assumptions and estimation uncertainties at 31 December 2019 that have a significant risk 
of resulting in a material adjustment to the carrying amounts of assets and liabilities in the next financial year 
is discussed below. 
 

(i) Valuation of investment properties and investment properties under development 
 
The Group follows the fair value model under IAS 40 where investment property owned for the purpose of 
generating rental income or capital appreciation, or both, are fair valued based on valuation carried out by an 
independent registered valuer. 
 
The best evidence of fair value is current prices in an active market for similar properties. In the absence of 
such information, the Group determined the amount within a range of reasonable fair value estimates. In 
making its judgment, the Group considered recent prices of similar properties in the same location and similar 
conditions, with adjustments to reflect any changes in the nature, location or economic conditions since the 
date of the transactions 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. 
 
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 to 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 reporting period. Refer note 7 and 8 for estimates applied and 
amount involved. 
 

(ii) Write-down of trading properties and trading properties under development 
 
The Group’s management reviews the trading properties and trading properties under development to assess 
write-down, if there is an indication of write-down. The Group uses valuation carried out by an independent 
external valuer and market sales data to ascertain the recoverable amount. 
 
In determining whether write-down of inventories to net realisable value should be recognised in the 
consolidated statement of profit or loss, 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 costs to complete, a provision is 
recognised for the identified loss event or condition to reduce the cost of trading properties and trading 
properties under development to its net realizable value. 
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2 Basis of preparation (continued) 

  
(e) Key sources of estimation uncertainty (continued) 

 
(iii) Valuation of unquoted equity investments 

 
Valuation of unquoted equity investments is normally based on one of the following: 
 
• Recent arm’s length market transactions; 
• 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 risk characteristics; or 
• Other valuation models  
 
The determination of the cash flows and discount factors for unquoted equity investments requires significant 
estimation. The Group calibrates the valuation 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. Refer note 31 for estimates applied and amount involved. 
 

(iv) IFRS 15 Revenue from contracts with customers 
 
The application of revenue recognition policy in accordance with IFRS 15 requires management to make the 
following estimates: 
 
Determination of transaction prices 
 
The Group is required to determine the transaction prices in respect of each of its contracts with customers. In 
making such judgment the Group assesses the impact of any variable consideration in the contract, due to 
discounts or penalties, the existence of any significant financing component in the contract and any non-cash 
consideration in the contract. 
 
Allocation of transaction price to performance obligation in contracts with customers 
 
The Group has elected to apply the input method in allocating the transaction price to performance obligations 
where revenue is recognised over time. The Group considers that the use of input method, which requires 
revenue recognition on the basis of the Group’s efforts to the satisfaction of performance obligation, provides 
the best reference of the revenue actually earned. In applying the input method, the Group estimates the cost 
to complete the projects in order to determine the amount of revenue to be recognised. 
 
Cost to complete the projects 
 
The Group estimates the cost to complete the projects in order to determine the cost attributable to revenue 
being recognised. These estimates include cost of design and consultancy, construction, potential claims by 
contractors as evaluated by the project consultant and the cost of meeting other contractual obligations to the 
customers. 
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2 Basis of preparation (continued) 

 
(f) Critical judgments in applying accounting policies 

 
The following are the critical judgments, apart from those involving estimations, 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. 
 

(i) 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, IAS 16 and IAS 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 sell it within one 
year from the end of the reporting date.  
 

(ii) Satisfaction of performance obligations  
 
The Group is required to assess each of its contracts with customers to determine whether performance 
obligations are satisfied over the time or at a point in time in order to determine the appropriate method for 
recognising revenue. The Group has assessed that based on the sale and purchase agreements entered to 
provide real estate assets to customer and the provisions of relevant laws and regulations, the Group does not 
create an asset with an alternative use to the Group and has an enforceable right to payment for performance 
completed to date. In these circumstances, the Group recognises revenue over the time. 
 

(iii) Determination of transaction prices  
 

The Group is required to determine the transaction price in respect of each of its contracts with customers. 
Management has assessed and is of the opinion that no significant variable considerations are involved in 
contract with customers. The prices in each contract are fixed and generally no discounts are allowed or 
penalties are charged to the customers. 
  

(iv) Transfer of control in contracts with customers 
 
In cases where the Group determines that performance obligations are satisfied at a point in time, revenue is 
recognised when control over the asset that is subject of the contract is transferred to the customer. In case of 
contracts to sell real estate assets, this is generally when the unit has been handed over to the customer. 

 
3 Significant accounting policies  

 
(a) Basis of consolidation 

 
These consolidated financial statements comprise the consolidated statement of financial position and the 
consolidated results of operations of the Company and its subsidiaries (collectively referred to as “the Group”) 
on a line-by-line basis. The principal subsidiaries are disclosed in note 1 to the consolidated financial 
statements.  
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3 Significant accounting policies (continued) 

 
(a) Basis of consolidation (continued) 

 
Subsidiaries 

 
Subsidiaries are entities controlled by the Group. The Group ‘controls’ an entity when it is exposed to, or has 
rights to, variable returns from its involvement with the entity and has the ability to affect those returns through 
its power over the entity. The financial statements of subsidiaries are included in the consolidated financial 
statements from the date on which control commences until the date on which control ceases. 
 
Transactions eliminated on consolidation 
 
Intra-group balances and transactions, and any unrealised income and expenses arising from intra-group 
transactions, are eliminated. Consolidated financial statements are prepared using uniform accounting policies 
for like transactions. 
 

(b) Foreign currency 
 
Transactions in foreign currency are translated into the respective functional currencies of the Group 
companies at the exchange rates at the dates of transactions. 
 
Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at 
the exchange rate at the reporting date. Non-monetary assets and liabilities that are measured at fair value in a 
foreign currency are translated into the functional currency at the exchange rate when the fair value was 
determined. Non-monetary items that are measured based on historical cost in a foreign currency are translated 
at the exchange rate at the date of transaction. Foreign currency differences are generally recognised in profit 
or loss. 
 
Foreign operations 
 
The results and financial position of all the foreign operations (none of which has the currency of a 
hyperinflationary economy) that have a functional currency different from the presentation currency are 
translated into the presentation currency as follows: 
 
(i) Assets and liabilities for each statement of financial position presented are translated at the closing 

rate at the date of the statement of financial position; 
(ii) Income and expenses for each statement of profit or loss are translated at average exchange rates; and 
(iii) All resulting exchange differences are recognised as a separate component of equity. 

 
(c) Financial instruments 

 
(i) Classification and measurement of financial assets and financial liabilities 

 
On initial recognition, a financial asset is classified as measured at: amortised cost; fair value through other 
comprehensive income ("FVOCI") - debt investment; fair value through other comprehensive income 
("FVOCI") - equity investment; or fair value through profit or loss ("FVTPL"). The classification of financial 
assets under IFRS 9 is generally based on the business model in which a financial asset is managed and its 
contractual cash flow characteristics. Derivatives embedded in contracts where the host is a financial asset 
within the scope of the standard, are never separated. Instead, the hybrid financial instrument as a whole is 
assessed for its classification. 
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3 Significant accounting policies (continued) 

 
(c) Financial instruments (continued)  

 
(i) Classification and measurement of financial assets and financial liabilities (continued) 

 
A financial asset is measured at amortised cost if it meets both of the following conditions and is not 
designated as at FVTPL: 
- it is held within a business model whose objective is to hold assets to collect contractual cash flows; and 
- its contractual terms give rise on specified dates to cash flows that are; solely; payments of principal and 

interest on the outstanding principal amount. 
 
A debt investment is measured at FVOCI if it meets both of the following conditions and is not designated as 
at FVTPL: 
- it is held within a business model whose objective is achieved by both collecting contractual cash flows 

and selling financial assets; and 
- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and 

interest on the principal amount outstanding. 
 
On initial recognition of an equity investment that is not held for trading, the Group may irrevocably elect to 
present subsequent changes in the investment's fair value in OCI. This election is made on an investment-by-
investment basis. 
 
All financial assets not classified as measured at amortised cost or FVOCI as described above are measured 
at FVTPL. This includes all derivative financial assets. On initial recognition, the Group may irrevocably 
designate a financial asset that otherwise meets the requirements to be measured at amortised cost or at 
FVOCI as at FVTPL, if doing so eliminates or significantly reduces an accounting mismatch that would 
otherwise arise. 
 
A financial asset (unless it is a trade receivable without a significant financing component that is initially 
measured at the transaction price) is initially measured at fair value plus, for an item not at FVTPL, transaction 
costs that are directly attributable to its acquisition. 
 
Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified 
as at FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial 
recognition. Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any 
interest expense, are recognized in profit or loss. Other financial liabilities are subsequently measured at 
amortised cost using the effective interest method. Interest expense and foreign exchange gains and losses are 
recognized in profit or loss. Any gain or loss on derecognition is also recognized in profit or loss. 
 
Financial liabilities at amortised costs consist of borrowings and trade and other payables. 
 
The following accounting policies apply to the subsequent measurement of financial assets and financial 
liabilities. 
 
Financial assets at FVTPL 
 
These assets are subsequently measured at fair value. Net gains or losses, including any interest or dividend 
income, are recognized in profit or loss. 
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3 Significant accounting policies (continued) 

 
(c) Financial instruments (continued)  

 
(i) Classification and measurement of financial assets and financial liabilities (continued) 

 
Equity instruments at FVOCI 
 
These assets are subsequently measured at fair value. Dividends are recognized as income in the profit or loss unless 
the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and losses are 
recognized in OCI and are never reclassified to profit or loss. 
 
Financial assets at amortised cost 
 
These assets are subsequently measured at amortised cost using the effective interest method. The amortised 
cost is reduced by impairment losses (see (ii) below). Interest income, foreign exchange gains and losses and 
impairment losses are recognized in profit or loss. Any gain or loss on derecognition is recognized in profit 
or loss. 
 
The financial assets at amortised cost consist of trade, contract and other receivables and cash in hand and at 
bank. 
 
The effect of adopting IFRS 9 on the carrying amounts of financial assets at 1 January 2018 relates solely to 
the new impairment requirements, as described below. 

 

 
31 December 

2017 

Impact of re-
measurement 
under IFRS 9 

1 January 
2018 

 AED’000 AED’000 AED’000 

 
(As previously 

reported)  (Restated) 
Impairment loss on:    
Trade, contract and other receivables (3,970) (17,651) (21,621) 
 
Further, the equity securities represent investments that the Group intends to hold for the long term for 
strategic purposes. As permitted by IFRS 9, the Group designated these investments at the date of initial 
application as measured at FVOCI. On transition to IFRS 9, an allowance for impairment recorded on 
available for sale assets of AED 330,332 thousand was recognized as an increase in opening retained earnings 
and a decrease in cumulative changes in fair value reserve as at 1 January 2018. 
 

(ii) Impairment of financial assets 
 
IFRS 9 replaces the 'incurred loss' model in IAS 39 with an 'expected credit loss' (ECL) model. This requires 
considerable judgment about how the changes in economic factors affect ECL, which will be determined on a 
probability-weighted basis. This model applies to financial assets measured at amortised cost, contract assets 
and debt investments at FVOCI, but not to investments in equity instruments.  
 
The Group measures impairment allowances using the general approach. Under the general approach, the Group 
applies a three-stage approach to measure allowance for credit losses, using an expected credit loss approach as 
required under IFRS 9, for the financial assets that are not measured at FVTPL or FVOCI. Financial assets migrate 
through three stages based on the change in credit risk since initial recognition.
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3 Significant accounting policies (continued) 

 
(c) Financial instruments (continued)  

 
(ii) Impairment of financial assets (continued)  

 
The three-stage ECL model is based on the change in credit quality of financial assets since initial recognition. 
 
1. Under Stage 1, where there has not been a significant increase in credit risk since initial recognition, an amount 

equal to 12 months ECL will be recorded. 
2. Under Stage 2, where there has been a significant increase in credit risk since initial recognition but the financial 

instruments are not considered as credit impaired, an amount equal to the default probability-weighted lifetime 
ECL will be recorded. 

3. Under the Stage 3, where there is objective evidence of impairment at the reporting date these financial 
instruments are classified as credit impaired and an amount equal to the lifetime ECL will be recorded for the 
financial assets. 

 
The ECL model is forward looking and requires the use of reasonable and supportable forecasts of future economic 
conditions in the determination of significant increases in credit risk and measurement of ECL. This includes both 
quantitative and qualitative information and analysis, based on the Group’s historical experience and informed 
credit assessment and including forward-looking information. 
 
Measurement of ECL 
 
The Group employs statistical models for ECL calculations.  
 
ECL are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash 
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash 
flows that the Group expects to receive). ECL are discounted at the effective interest rate of the financial asset.  
 
Credit-impaired financial assets 
 
At each reporting date, the Group assesses whether financial assets carried at amortised cost are credit 
impaired. 
 
A financial asset is 'credit-impaired' when one or more events that have a detrimental impact on the estimated 
future cash flows of the financial asset have occurred. 

 
Presentation of impairment 
 
Loss allowances for financial assets measured at amortised cost are deducted from the gross carrying amount 
of the assets.  

 
(iii) Derecognition 

 
Financial assets  
 
The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset 
expire, or it transfers the rights to receive the contractual cash flows in a transaction in which substantially all 
of the risks and rewards of ownership of the financial asset are transferred or in which the Group neither 
transfers nor retains substantially all of the risks and rewards of ownership and it does not retain control of the 
financial asset.
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3 Significant accounting policies (continued) 

 
(c) Financial instruments (continued)  

 
(iii) Derecognition (continued) 

 
Financial liabilities 
 
The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or 
expire. The Group also derecognises a financial liability when its terms are modified and the cash flows of the 
modified liability are substantially different, in which case a new financial liability based on the modified 
terms is recognised at fair value. 
 
On derecognition of a financial liability, the difference between the carrying amount extinguished and the 
consideration paid (including any non-cash assets transferred or liabilities assumed) is recognized in profit or 
loss. 
 

(iv) Offsetting 
 
Financial assets and financial liabilities are offset and the net amount presented in the statement of financial 
position when, and only when, the Group currently has a legally enforceable right to set off the amounts and 
it intends either to settle them on a net basis or to realise the asset and settle the liability simultaneously. 
 

(d) Segment reporting 
 
Operating segments are monitored and reported by management in a manner consistent with the internal 
reporting provided to the chief operating decision-maker. The chief operating decision-maker, who is 
responsible for allocating resources and assessing performance of the operating segments, has been identified 
as the Board of Directors that makes strategic decisions on management recommendations and periodically 
review the performance of the operating segments. 
 

(e) Revenue recognition 
 
Revenue is measured based on the consideration specified in a contract with a customer. The Group recognises 
revenue when it transfers control over a good or service to a customer. 
 
The Group recognises revenue based on a five-step model as set out in IFRS 15: 
 
Step 1  Identify the contract(s) with a customer: A contract is defined as an agreement between two or 

more parties that creates enforceable rights and obligations and sets out the criteria for every 
contract that must be met. 

Step 2  Identify the performance obligations in the contract: A performance obligation is a promise in a 
contract with a customer to transfer a good or service to the customer. 

Step 3  Determine the transaction price: The transaction price is the amount of consideration to which the 
Group expects to be entitled in exchange for transferring promised goods or service to a customer, 
excluding amounts collected on behalf of third parties. 

Step 4  Allocate the transaction price to the performance obligations in the contract: For a contract that 
has more than one performance obligation, the Group will allocate the transaction price to each 
performance obligation in an amount that depicts the amount of consideration to which the Group 
expects to be entitled in exchange for satisfying each performance obligation. 

Step 5  Recognise revenue when (or as) the entity satisfies a performance obligation. 
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3 Significant accounting policies (continued) 

 
(e) Revenue recognition (continued) 

 
The Group satisfies a performance obligation and recognises revenue over time, if one of the following criteria 
is met: 
 
1. The customer simultaneously receives and consumes the benefits provided by the Group's performance as 

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

enhanced; or 
3. The Group's performance does not create an asset with an alternative use to the Group and the Group has 

an enforceable right to payment for performance completed to date. 
 

For performance obligations where one of the above conditions are not met, revenue is recognised at the point 
in time at which performance obligation is satisfied. 
 
When the Group satisfies a performance obligation by delivering the promised goods or services, it creates a 
contract asset based on the amount of consideration earned by the performance. A contract asset becomes trade 
receivable when the Group’s right to the consideration is unconditional, which is the case when only the 
passage of time is required before payment of the consideration is due. Where the amount of consideration 
received from a customer exceeds the amount of revenue recognised this gives rise to a contract liability.  
 
In determining the transaction price, the Group considers the effects of variable consideration, the existence 
of significant financing components, non-cash consideration, and consideration payable to the customer (if 
any).  
 
If the consideration in a contract includes a variable amount, the Group estimates the amount of consideration 
to which it will be entitled in exchange for transferring the goods to the customer. The variable consideration 
is estimated at contract inception and constrained until it is highly probable that a significant revenue reversal 
in the amount of cumulative revenue recognised will not occur when the associated uncertainty with the 
variable consideration is subsequently resolved. Some contracts for sale of properties provide customers with 
a right to receive discount in the next purchase within a specified period. Such right to the customers give rise 
to variable consideration. 
 
When a significant financing component is identified, the Group is required to adjust the promised amount of 
consideration for the effects of the time value of money. This is because the Group is required to recognise 
revenue at an amount that reflects the price that the customer would have paid for the promised goods or 
services if the customer had paid in cash for those goods or services when (or as) they transfer to the customer.  
 
For sale of property, the Group is required to incorporate the element of significant financing component in 
the trade and contract receivables recorded by the Group as the transaction implicitly gives a financing facility 
to the customer to pay the amount in future. There is not considered to be a significant financing component 
in sale of property under development with customers as the period between the recognition of revenue under 
the cost-to-cost method and the milestone payment is always less than one year. 
 
Forfeiture income  
 
Forfeiture income is recognised in the consolidated income statement when, in the case of properties sold and 
not yet recognised as revenue, a customer does not fulfil the contractual payment terms. This is deemed to take 
place when, despite rigorous follow-up with the defaulted customer, the customer continues to default on the 
contractual terms. 
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3 Significant accounting policies (continued) 

 
(e) Revenue recognition (continued) 

 
Service revenue  
 
Revenue from services such as property management and facilities management is recognised in the 
accounting period in which the services are rendered. 
 
Leasing income  
 
Leasing income from operating leases is recognised on a straight-line basis over the lease term. Lease 
incentives granted are recognised as an integral part of the total lease income, over the term of the lease. 
 

(f) Finance income  
 
Finance income mainly comprises interest income on fixed deposits. Interest income is recognised in the 
consolidated profit or loss as it accrues, using the effective interest rate method. 
 

(g) Dividend income 
 
Dividend income is recognised in profit or loss on the date on which the Group’s right to receive payment is 
established. 
 

(h) 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. 
 

(i) Property and equipment 
 
Recognition and measurement 
 
Items of property and equipment are measured at cost, which includes capitalised borrowing costs, less 
accumulated depreciation and any accumulated impairment losses. 
 
If significant parts of an item of property and equipment have different useful lives, then they are accounted 
for as separate items of property and equipment 
 
Any gain or loss on disposal of an item of property and equipment is recognised in profit or loss. 
 
Subsequent expenditure 
 
Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated with 
the expenditure will flow to the Group. 
 
All other repairs and maintenance expenses are charged to the profit or loss in the period in which they are 
incurred. 
 
Depreciation  
 
Depreciation is calculated to write off the cost of items of property and equipment less their estimated residual 
values using the straight-line method over their estimated useful lives and is generally recognised in profit or 
loss. Land is not depreciated. 
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3 Significant accounting policies (continued) 

 
(i) Property and equipment (continued) 

 
The estimated useful lives of property and equipment for current and comparative periods are as follows: 
 

  Percentage 
 

Buildings                     4 – 5  
Furniture and fixtures            25  
Computer and office equipment           25  
Motor vehicles             25 
 
Depreciation methods, useful lives and residual values are reviewed at each reporting date and adjusted if 
appropriate. 
 

(j) Investment properties and investment properties under development 
 
Recognition 
 
Land and buildings owned by the Group for the purposes of generating rental income or capital appreciation 
or both are classified as investment properties. Properties that are being constructed or developed for future 
use as investment properties are classified as investment properties under development. 
 
Measurement 
 
Investment properties are initially measured at cost, including related transaction costs. Subsequent to initial 
recognition, investment properties are accounted for using fair value model under International Accounting 
Standard No. 40 “Investment Property”. Any gain or loss arising from a change in fair value is recognised in 
the profit or loss. 
 
Where the fair value of investment property under development is not reliably determinable, such property is 
measured at cost until the earlier of the date construction is completed and the date at which fair value becomes 
reliably measurable. 
 
Transfer from trading properties to investment properties 
 
Certain trading properties are transferred to investment properties when there is a change in the use of the 
properties. Trading properties are transferred to investment properties at fair value on the date of transfer and 
gain arising on transfer is recognised in profit or loss. Subsequent to initial measurement, such properties are 
valued at fair value in accordance with the measurement policy for investment properties. Any gain arising on 
this re-measurement is recognised in profit or loss on the specific property. 
 
Transfer from investment properties to trading properties 
 
Properties are transferred from investment properties to trading properties when there is a change in use of the 
property. Such transfers are made at the fair value of the properties at the date of transfer and gain arising on 
transfer is recognised in the statement of profit or loss. Fair value at the date of reclassification becomes the 
cost of properties transferred for subsequent accounting purposes. Subsequent to the transfer, such properties 
are valued at lower of cost or net realisable value in accordance with the measurement policy for trading 
properties. 
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3 Significant accounting policies (continued) 

 
(j) Investment properties (continued) 

 
Transfer from investment properties to owner-occupied properties 
 
If an investment property becomes owner-occupied property, it is reclassified as property and equipment. Its 
fair value at the date of reclassification becomes its cost for subsequent accounting purposes. 
 
Transfer from owner-occupied property to investment properties 
 
When the use of a property changes from owner-occupied to investment property, the property is re-measured 
to fair value and reclassified accordingly. Any gain arising on this re-measurement is recognised in profit or 
loss to the extent that it reverses a previous impairment loss on the specific property, with any remaining gain 
recognised in other comprehensive income and presented in the revaluation reserve. Any loss is recognised in 
profit or loss. 
 
Sale of investment properties 
 
Certain investment properties are sold in the ordinary course of business. No revenue and direct / operating 
costs are recognised for sale of investment properties. Any gain or loss on disposal or sale of investment 
properties (calculated as the difference between the net proceeds from the disposal and carrying amount) is 
recognised in the consolidated income statement. 
 

(k) Trading properties and trading properties under development 
 
Land and buildings identified as trading properties, including buildings under construction, are classified as 
such and are stated at the lower of cost and estimated net realisable value. The cost of work-in-progress 
comprises construction costs and other related direct/ operating costs. Net realisable value is the estimated 
selling price in the ordinary course of the business, less cost of completion and selling expenses. 
 
The amount of any write down of trading properties is recognised as an expense in the period the write down 
or loss occurs. The amount of any reversal of any write down arising from an increase in net realisable value 
is recognised in profit or loss in the period in which the increase occurs but only to the extent that the carrying 
value does not exceed the actual cost. 
 
Cost of trading properties is determined on the basis of specific identification of their individual costs. The 
classification of trading properties under development as current and non-current depends upon the expected 
date of their completion. 
 

(l) Impairment of non-financial assets 
 
At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than 
investment properties, inventories, contract assets, trading properties and trading properties under 
development) to determine whether there is any indication of impairment. If any such indication exists, then 
the asset’s recoverable amount is estimated.  
 
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 (“CGU”) 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. 
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3 Significant accounting policies (continued) 

 
(l) Impairment of non-financial assets (continued) 

 
The recoverable amount of an asset or CGU is the greater of its value in use and its fair value less costs to sell. 
Value in use is based on the estimated future cash flows, discounted to their present value using a discount rate 
that reflects current market assessments of the time value of money and the risks specific to the asset or CGU. 
 
An impairment loss is recognised if the carrying amount of an asset or CGU is exceeds its recoverable amount. 
 
Impairment losses are recognised in profit or loss. An impairment loss is reversed only to the extent that the 
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of 
depreciation or amortisation, if no impairment loss had been recognised. 
 

(m) Government grants 
 
Government grants related to assets are initially recognised as deferred income at fair value if there is 
reasonable assurance that they will be received and the Group will comply with the conditions associated with 
the grant. They are then recognised in profit or loss as other income on a systematic basis upon the fulfilment 
of conditions stipulated by the Government.  
 
Such grants are generally received with the implicit condition that they are to be utilised for development, and 
accordingly, the fulfilment of the condition is estimated based on the progress of development activities. 
 

(n) Borrowings costs 
 
General and specific borrowing costs directly attributable to the acquisition, construction or production of 
qualifying assets, which are assets that necessarily take a substantial period of time to get ready for their 
intended use or sale, are added to the cost of those assets, until such time as the assets are substantially ready 
for their intended use or sale. 
 
All other borrowing costs are recognised in profit or loss in the period in which they are incurred. 
 

(o) 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 the obligation, and a reliable estimate 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 (when the effect of the time value of money is 
material). 
 
When some or all of the economic benefits required to settle a provision are expected to be recovered from a 
third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be received 
and the amount of the receivable can be measured reliably. 
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3 Significant accounting policies (continued) 

 
(p) Employee benefits 

 
Defined contribution plan 
 
A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions 
into a separate entity and has no legal or constructive obligation to pay further amounts.  
 
UAE national employees of the Group are members of the Government-managed retirement pension and social 
security benefit scheme pursuant to U.A.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 Government contribute 5% and 2.5% of the “contribution calculation salary” 
respectively, to the scheme. The only obligation of the Group with respect to the retirement pension and social 
security scheme is to make the specified contributions.  
 
Obligations for contributions to defined contribution plans are expensed as the related service is provided. 
Prepaid contributions are recognised as an asset to the extent a cash refund or a reduction in future payments 
is available. 
 
Provision for employees’ end of service benefits 
 
Provision is made for the full amount of end of service benefit 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 liability, while the provision relating to end of 
service indemnity it is disclosed as a non-current liability. 
 
Short-term employee benefits 
 
Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the 
amount expected to be paid if the Group has a present legal or constructive obligation to pay this amount as 
a result of past service provided by the employee and the obligation can be estimated reliably. 
 

(q) Directors’ remuneration 
 

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

(r) Share capital 
 
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares 
are recognised as a deduction from equity, net of any tax effects.
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4 Changes in accounting policy 

 
(i) IFRS 16 Leases 

 
Policy applicable from 1 January 2019  
 
The Group initially applied IFRS 16 Leases from 1 January 2019. A number of other new standards are also 
effective from 1 January 2019 but they do not have a material effect on the Group’s financial statements.   
 
The details of change in accounting policies are disclosed below. 
 
At inception of a contract, the Group assesses whether a contract is, or contains, a lease. A contract is, or 
contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time 
in exchange for consideration. To assess whether a contract conveys the right to control the use of an identified 
asset, the Group assesses whether: 
 
• the contract involves the use of an identified asset – this may be specified explicitly or implicitly, and 

should be physically distinct or represent substantially all of the capacity of a physically distinct asset. If 
the supplier has a substantive substitution right, then the asset is not identified; 

 
• the Group has the right to obtain substantially all of the economic benefits from use of the asset throughout 

the period of use; and 
 
• the Group has the right to direct the use of the asset. The Group has this right when it has the decision-

making rights that are most relevant to changing how and for what purpose the asset is used. In rare cases 
where the decision about how and for what purpose the asset is used is predetermined, the Group has the 
right to direct the use of the asset if either: 

 
- the Group has the right to operate the asset; or 
- the Group designed the asset in a way that predetermines how and for what purpose it will be used. 

 
At inception or on reassessment of a contract that contains a lease component, the Group allocates the 
consideration in the contract to each lease component on the basis of their relative stand-alone prices.  
 

a) As a lessee  
 
The Group recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-
use asset is initially measured at cost, which comprises the initial amount of the lease liability adjusted for any 
lease payments made at or before the commencement date, plus any initial direct costs incurred and an estimate 
of costs to dismantle and remove the underlying asset or to restore the underlying asset or the site on which it 
is located, less any lease incentives received. 
 
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date 
to the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The estimated 
useful lives of right-of-use assets are determined on the same basis as those of property and equipment. In 
addition, the right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain 
re-measurements of the lease liability. 
 
The lease liability is initially measured at the present value of the lease payments that are not paid at the 
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily 
determined, the Group’s incremental borrowing rate. Generally, the Group uses its incremental borrowing rate 
as the discount rate. 
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4 Changes in accounting policy (continued) 

 
(i) IFRS 16 Leases (continued) 

 
Policy applicable from 1 January 2019 (continued)  
 

a) As a lessee (continued) 
 
Lease payments included in the measurement of the lease liability comprise the following: 
 
• fixed payments, including in-substance fixed payments; 
• variable lease payments that depend on an index or a rate, initially measured using the index or rate as at 

the commencement date; 
• amounts expected to be payable under a residual value guarantee; and 
• the exercise price under a purchase option that the Group is reasonably certain to exercise, lease payments 

in an optional renewal period if the Group is reasonably certain to exercise an extension option, and 
penalties for early termination of a lease unless the Group is reasonably certain not to terminate early. 

 
The lease liability is measured at amortised cost using the effective interest method. It is remeasured when 
there is a change in future lease payments arising from a change in an index or rate, if there is a change in the 
Group’s estimate of the amount expected to be payable under a residual value guarantee, or if the Group 
changes its assessment of whether it will exercise a purchase, extension or termination option. 
 
When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount 
of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right-of-use asset has been 
reduced to zero. 
 

b) As a lessor 
 
When the Group acts as a lessor, it determines at lease inception whether each lease is a finance lease or an 
operating lease. 
 
To classify each lease, the Group makes an overall assessment of whether the lease transfers, substantially, all 
of the risks and rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a 
finance lease; if not, then it is an operating lease. As part of this assessment, the Group considers certain 
indicators such as whether the lease is for the major part of the economic life of the asset. 
 
If an arrangement contains lease and non-lease components, the Group applies IFRS 15 to allocate the 
consideration in the contract. 
 
The Group recognises lease payments received under operating leases as income on a straight-line basis over 
the lease term as part of ‘other revenue’. 
 
Based on management’s assessment, the application of IFRS 16 – Leases does not have a material impact on 
the consolidated financial statements as a lessor or as a lessee and hence, the Group did not make any 
adjustments in this regard. 
 
 



 
RAK Properties PJSC and its subsidiaries 

 

Notes to the consolidated financial statements (continued) 
 For the year ended 31 December 2019 (continued) 

34 

 
4 Changes in accounting policy (continued) 

 
(ii) IAS 17 Leases  

 
Policy applicable before 1 January 2019  
 
Leases are classified as finance lease whenever the terms of the lease transfer substantially all the risks and 
rewards of ownership to the lessee. All other leases are classified as operating leases. 
 

a) As a lessee  
 
Assets held by the Group under leases that transfer to the Group substantially all of the risks and rewards of 
ownership are classified as finance leases. The leased assets are measured initially at an amount equal to the 
lower of their fair value and the present value of the minimum lease payments. Subsequent to initial 
recognition, the assets are accounted for in accordance with the accounting policy applicable to that asset. 
 
Lease payments are apportioned between finance expenses and reduction of the lease obligation so as to 
achieve a constant rate of interest on the remaining balance of the liability. Finance expenses are recognised 
immediately in the consolidated profit or loss. Contingent rentals are recognised as expenses in the periods in 
which they are incurred. 
 
Operating lease payments are recognised as an expense on a straight-line basis over the lease term, except 
where another systematic basis is more representative of the time pattern in which economic benefits from the 
leased asset are consumed. Contingent rentals arising under operating leases are recognised as an expense in 
the period in which they are incurred. 
 
In the event that lease incentives are received to enter into operating leases, such incentives are recognised as 
a liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line 
basis, except where another systematic basis is more representative of the time pattern in which economic 
benefits from the leased assets are consumed. 
 

b) As a lessor 
 
Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount 
of the leased asset and recognised on a straight-line basis over the lease term. 
 
 

(iii) Standards issued but not yet effective 
 
A number of new standards are effective for annual periods beginning after 1 January 2019 and earlier 
application is permitted; however, the Group has not early adopted the new or amended standards in preparing 
these consolidated financial statements. 
 
The following amended standards and interpretations are not expected to have a significant impact on the 
Group’s consolidated financial statements.  
 
- Amendments to References to Conceptual Framework in IFRS Standards 
- Definition of a Business (Amendments to IFRS 3). 
- Definition of Material (Amendments to IAS 1 and IAS 8) 
- IFRS 17 Insurance Contracts 
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5 Financial risk management 

 
 The Group has exposure to the following risks from its use of financial instruments: 

 
• Credit risk; 
• Liquidity risk; and 
• Market risk 
 
This note presents information about the Group’s exposure to each of the above risks, the Group’s objectives, 
policies and processes for measuring and managing risk, and the Group’s management of capital. 
 
The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk 
management framework. The Group’s management is responsible for developing and monitoring the Group’s 
risk management policies and report regularly to the Board of Directors on its activities. The Group’s current 
financial risk management framework is a combination of formally documented risk management policies in 
certain areas and informal risk management practices in others. 
 

(i) Credit risk  
 

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails 
to meet its contractual obligations. The Group is exposed to credit risk in relation to its financial assets, mainly 
trade, contract and other receivables and bank balances. 

 
The carrying amount of financial assets recorded in the consolidated financial statements, which is net of 
impairment allowance, represents the Group’s maximum exposure to credit risk. An allowance for impairment 
is 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 monitors all financial assets that are subject to impairment requirements to assess whether there 
has been a significant increase in credit risk since initial recognition. If there has been a significant increase in 
credit risk, the Group will measure the loss allowance based on lifetime ECL rather than 12-month ECL. 
 
An analysis of the Group’s credit risk exposure for trade, contract and other receivables has been disclosed in 
note 32.1. 
 

(ii) Liquidity risk 
 

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its 
financial liabilities that are settled by delivering cash or another financial asset. The Group’s approach to 
managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meet its 
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or 
risking damage to the Group’s reputation. 
 
Ultimate responsibility for liquidity risk management rests with the Board of Directors, who have built an 
appropriate liquidity risk 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. This is further explained in note 32.2.
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5 Financial risk management (continued) 

 
(iii) Market risk 
 

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity 
prices, will affect the Group's income or the value of its holdings of financial instruments. The objective of 
market risk management is to manage and control market risk exposures within acceptable parameters, while 
optimising the return. 
 

a. Currency risk 
 

Foreign exchange risk arises from future commercial transactions, recognised assets and liabilities and net 
investments in foreign operations. 
 
The Group does not have any significant exposure to foreign currency risk since the majority of transactions 
are denominated in AED, US Dollars or other currencies, whereby the AED or other currencies are pegged to 
the US Dollar. 
 

b. Interest rate risk 
 

Interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes in market 
interest rates. The Group’s interest rate risk is subject to changes in EIBOR rates (refer note 32.4). 
 

c. Equity price risk  
 
The Group is exposed to equity securities price risk through investments held by the Group and classified as 
equity instrument at fair value (refer note 32.3). 
 

(iv) Capital management 
 

The Group's policy is to maintain a strong capital base so as to maintain investor, creditor and market 
confidence and to sustain future development of the business. Management monitors the return on capital, as 
well as the level of dividends to ordinary shareholders. No changes were made in the objectives, policies or 
processes during the year ended 31 December 2019.   
 
The Group’s management reviews the capital structure on a regular basis. As part of this review, the 
management considers the cost of capital and the risks associated with capital. The Group manages its capital 
structure and makes adjustments to it in light of changes in economic conditions, its business model and risk 
profile. The Group strives to maintain the net worth above AED 3,500,000 thousand and leverage ratio below 
1.
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6 Property and equipment 

 
 
 

Land 

 
 

Buildings 

 
Furniture and 

fixtures 

Computer 
and office 

equipment 

 
Motor 

vehicles 

 
Capital work 

in progress 

 
Total 

 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 
Cost        
1 January 2018 280,734 252,642 4,415 6,956 993 102,020 647,760 
Additions during the year - 12,584 131 1,253 81 115,491 129,540 
Transfers (note 8) - 6,739 - - - - 6,739 
 ---------- ---------- ------- ------- ------- ---------- ---------- 
31 December 2018 280,734 271,965 4,546 8,209 1,074 217,511 784,039 
 ---------- ---------- ------- ------- ------- ---------- ---------- 
1 January 2019 280,734 271,965 4,546 8,209 1,074 217,511 784,039 
Additions  - 1,872 13 592 126 137,926 140,529 
Disposals - - (103) - - - (103) 
 ---------- ---------- ------- ------- ------- ------------ ---------- 
31 December 2019 280,734 273,837 4,456 8,801 1,200 355,437 924,465 
 ---------- ---------- ------- ------- ------- ------------ ---------- 
Depreciation        
1 January 2018 - 59,751 4,277 5,099 862 - 69,989 
Charge for the year - 13,342 73 838 83 - 14,336 
 --------- -------- ------- ------- ----- ------- -------- 
31 December 2018 - 73,093 4,350 5,937 945 - 84,325 
 --------- -------- ------- ------- ----- -------- -------- 
1 January 2019 - 73,093 4,350 5,937 945 - 84,325 
Charge for the year - 14,297 75 967 80 - 15,419 
Disposals - - (103) - - - (103) 
 --------- --------- ------- ------- ------- ------- --------- 
31 December 2019 - 87,390 4,322 6,904 1,025 - 99,641 
 --------- --------- ------- ------- ------- ------- -------- 
Net book value        
31 December 2019 280,734 186,447 134 1,897 175 355,437 824,824 
 ====== ====== === ==== === ====== ====== 
31 December 2018 280,734 198,872 196 2,272 129 217,511 699,714 
 ====== ====== === ==== === ====== ====== 
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6 Property and equipment (continued) 

 
The depreciation charge has been allocated as follows: 
 
 2019 2018 
 AED ’000 AED ’000 
   
Cost of sales 3,069 2,753 
General and administrative expenses 12,350 11,583 
 -------- -------- 
At 31 December 15,419 14,336 
 ===== ===== 
 
At 31 December 2019 the cost of fully depreciated property and equipment that was still in use amounted to 
AED 10,000 thousand (2018: AED 9,210 thousand).  
 
Capital work in progress includes borrowing cost capitalised during the year amounting to AED 18,043 
thousand (2018: AED12,550 thousand), calculated using an average capitalization rate of 6.36%.   
 
Property and equipment mainly comprises land and buildings that are located in United Arab Emirates.  
 
Capital work-in-progress represents expenditure incurred on the construction of hotels, which are intended to 
be used according to the Group’s relevant business model. The construction work on these hotels are ongoing 
at the reporting date and management expects to start the operation of these hotels in 2021.  
 
The management has reassessed the use of certain investment properties under development and trading 
properties under development. Accordingly, properties with a cost of AED Nil (2018: AED 6,739 thousand) 
have been transferred to property and equipment as they are now owner-occupied.  
 
Certain items of property and equipment are mortgaged against bank borrowings (refer note 20). 

 
7 Investment properties 

 
 2019 2018 
 AED ’000 AED ’000 
   
At 1 January 2,581,902 2,023,147 
Change in fair value - (net) 55,331 168,392 
Change in fair value – government grant - (9,122) 
Transfer from advances to suppliers and contractors - 6,286 
Transferred (to) / from trading properties (note 12) (237) 393,199 
 ------------ ------------ 
At 31 December 2,636,996 2,581,902 
 ======= ======= 
 
Investment property comprises land and a number of residential and commercial properties that are leased to 
third parties. The lease period ranges from 1 to 10 years. 
 
Rental income recognised by the Group during 2019 was AED 29,385 thousand (2018: AED 31,658 thousand) 
and was included in ‘other revenue’ (note 22). 
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7 Investment properties (continued) 

 
Fair value hierarchy 
 
The fair value of investment properties was determined by external, independent property valuers, having 
appropriate recognised professional qualifications and recent experience in the location and category of the 
property being valued. The independent valuers provide the fair value of the Group’s investment property 
portfolio each year. 
 
The fair value measurement for all of the investment properties has been categorised as Level 3 fair value 
based on the inputs to the valuation technique used. 
 
Valuation technique underlying 
management’s estimation of fair value 

 
Significant unobservable inputs 

  
The management has used Sales Comparable 
Method to determine the fair value of investment 
properties. This method involves analysing sales 
and asking prices of similar units and comparing 
these to the subject property. Comparative analysis 
isolates similarities and differences in the property 
rights appraised, market conditions, size, location 
and physical features. 

Prices of comparable properties and their 
characteristics 
 
Prices of lands range from AED 4 per square foot to 
AED 1,275 per square foot. 
 
Prices of commercial properties range from AED 300 
per square foot to AED 1,650 per square foot. 

 
Investment properties are located in United Arab Emirates. 
 
The Government of Ras Al Khaimah has granted certain plots of land with an aggregate area of 66,977 
thousand square feet on the condition that these lands undergo development. 

 

The Group has accounted for the portion of land granted as deferred government grant. This deferred 
government grant will be released on the fulfilment of the conditions stipulated by the Government and is 
based on the progress of development activities. During the current year, management has recognised AED 
22,020 million (2018: AED Nil) to the consolidated income statement. 
 
Investment properties have been valued as at 31 December 2019 by an independent valuer. The Board of 
Directors have reviewed the valuer’s report and accordingly, considered increase in fair value of AED 55,331 
thousand (2018: AED 168,392 thousand) which was recognised in the consolidated income statement. 
 
The management has reassessed the use of certain trading properties. In the view of the Board of Directors, 
these properties with a cost of AED Nil (2018: AED 393,199 thousand) will now generate rental revenue for 
the Group. Accordingly, the value of such properties has been transferred to investment properties. 
 



 
RAK Properties PJSC and its subsidiaries 

 

Notes to the consolidated financial statements (continued) 
 For the year ended 31 December 2019 (continued) 

40 

 
8 Investment properties under development 

 

 2019 2018 
 AED ’000 AED ’000 
   
At 1 January 290,096 279,720 
Cost incurred 22,477 17,115 
Transferred to property and equipment (note 6) - (6,739) 
 ---------- ---------- 
At 31 December 312,573 290,096 
 ====== ====== 

  

Cost incurred include borrowing cost capitalised amounted to AED 923 thousand (2018: AED Nil), calculated 
using an average capitalisation rate of 4%. 

 
Investment properties under development are located in United Arab Emirates. 
 
Fair value hierarchy 
 
The fair value of investment properties under development was determined by external, independent property 
valuers, having appropriate recognised professional qualifications and recent experience in the location and 
category of the property being valued. The independent valuers provide the fair value of the Group’s 
investment properties under development portfolio each year. 
 
The fair value measurement for all of the investment properties under development has been categorised as 
Level 3 fair value based on the inputs to the valuation technique used. 
 
Valuation technique underlying 
management’s estimation of fair value 

 
Significant unobservable inputs 

  
The management has used Sales Comparable 
Method to determine the fair value of investment 
properties. This method involves analysing sales 
and asking prices of similar units and comparing 
these to the subject property. Comparative analysis 
isolates similarities and differences in the property 
rights appraised, market conditions, size, location 
and physical features. 

Prices of comparable properties and their 
characteristics. 
 
Prices range from AED 135 per square foot to AED 
197 per square foot. 
 
 

 
The Board of Directors have reviewed the report 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 2019. 
 

9 Trading properties under development 
 
 2019 2018 
 AED ’000 AED ’000 
   
At 1 January 696,832 624,016 
Cost incurred 155,828 90,310 
Write down to net realisable value (1,519) (3,150) 
Cost of properties sold (44,195) (14,344) 
 ---------- ---------- 
At 31 December 806,946 696,832 
 ====== ====== 
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9 Trading properties under development (continued) 

 2019 2018 
 AED ’000 AED ’000 
   
Inside UAE 790,589 680,306 
Outside UAE 16,357 16,526 
 ---------- ---------- 
 806,946 696,832 
Less: classified as current assets (234,371) (153,397) 
 ---------- ---------- 
 572,575 543,435 
 ====== ====== 
 
The fair value (net realisable value) of trading properties under development was determined by external, 
independent property valuers, having appropriate recognised professional qualifications and recent experience 
in the location and category of the property being valued. The independent valuers provide the fair value (net 
realisable value) of the Group’s trading properties under development portfolio each year. 
 
During the year, based on an independent valuation of net realisable value of trading properties under 
development, Board of Directors have decided a write down to net realisable value amounting to AED 1,519 
thousand (2018: AED 3,150 thousand). 
 

Trading properties under development include lands held for future development and use amounting to AED 
457,000 thousand (2018: AED 463,000 thousand), management is currently evaluating feasibility of the 
projects and considering alternative viable profitable options as well as various offers from potential buyers.  
 
In the current year, the Company has recognised an amount of AED 44,195 thousand (2018: AED 14,344 
thousand) in consolidated income statement under “costs of revenue” against revenue recognised of AED 
54,100 thousand (2018: AED 16,300 thousand) (note 22 and 23). 
 

10 Investments 
 2019 2018 
 AED’000 AED’000 
Non-current investments   
Fair value through other comprehensive income    
Private equity investments 59,367 70,644 
Real estate fund 48,797 55,340 
 ---------- --------- 
 108,164 125,984 
 ====== ====== 

 
Current investments   
Fair value through profit or loss 15,661 15,221 
 ===== ===== 

The details of the Group’s investments are as follows: 
 
Non-current investments at fair value through other 
comprehensive income 

  
   

Investments within UAE   
Unquoted private equity investments 6,545 15,560 
 ===== ===== 
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10 Investments (continued) 

 2019 2018 
 AED’000 AED’000 
Investments outside UAE   
Unquoted private equity investments 24,546 26,082 
Unquoted funds 48,797 55,340 
Quoted securities 28,276 29,002 
 ---------- ---------- 

 101,619 110,424 
 ====== ====== 
   

Total non-current investments 108,164 125,984 
 ====== ====== 

  
Current investments at fair value through profit or loss   
 
Quoted equity securities inside UAE 4,690 

 
4,250 

Unquoted investments outside UAE 10,971 10,971 
 -------- -------- 
 15,661 15,221 
 ===== ===== 

 
The details of valuation techniques and assumptions applied for the measurement of fair value of financial 
instruments are mentioned in note 31 of the consolidated financial statement. 
 

11 Advances to suppliers and contractors 
 
 2019 2018 
 AED ’000 AED ’000 
   
Advances to suppliers and contractors 136,176 138,656 
 ====== ====== 

Classified as:   
Non-current assets 102,191 91,537 
Current assets 33,985 47,119 
 ---------- ---------- 
 136,176 138,656 
 ====== ====== 
 
Non-current portion of the advances include AED 63,830 thousand (2018: AED 73,310 thousand) paid for 
construction of hotel properties (note 6). 
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12 Trading properties 

  2019 2018 
 AED’000 AED’000 

   
At 1 January 100,565 499,969 
Transferred from / (to) investment properties 237 (393,199) 
Cost of properties sold (58,422) (6,205) 
 --------- ---------- 
At 31 December  42,380 100,565 
 ===== ====== 
All trading properties are located in United Arab Emirates. 

 
The fair value (net realisable value) of trading properties was determined by external, independent property 
valuers, having appropriate recognised professional qualifications and recent experience in the location and 
category of the property being valued. The independent valuers provide the fair value (net realisable value) of 
the Group’s trading properties portfolio each year. 
 
During the year, based on an independent valuation of net realisable value of trading properties, Board of 
Directors has concurred that no write down to realisable value is identified and accordingly no charge to profit 
or loss for the year is required (2018: Nil). 

 
13 Trade, contract and other receivables 

 2019 2018 
 AED’000 AED’000 
   
Trade receivables  267,979 258,734 
Contract assets 52,507 9,605 
Other receivables 28,256 69,769 
VAT refundable 4,570 4,702 
 ---------- --------- 
 353,312 342,810 
Less: Allowance for doubtful receivables (9,221) (52,087) 
 ---------- ---------- 
 344,091 290,723 
Less: non-current portion (162,272) (162,036) 
 ---------- ----------- 
 181,819 128,687 
 ====== ====== 
 
Trade receivables include post-dated cheques amounting to AED 225,984 thousand (2018: AED 235,818 
thousand). 
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13 Trade, contract and other receivables (continued) 

 
Contract assets 

 
 

 2019 2018 
 AED ’000 AED ’000 
   
Contract assets included in trade, contract and other receivables  52,507 9,605 
 ======= ===== 
   

Total contract cost incurred plus recognised profit  73,588 19,461 
Less: total progress billing to date (21,081) (9,856) 
 -------- ------- 
 52,507 9,605 
 ====== ===== 
Movements in allowance for doubtful debts: 

 2019 2018 
 AED’000 AED ’000 
   

At 1 January 52,087 3,970 
Initial application of IFRS 9 - 17,651 
 -------- --------- 
 52,087 21,621 
Provision for impairment allowance for the year 932 30,466 
Write-off for the year (43,798) - 
 ------- --------- 
At 31 December 9,221 52,087 

 ==== ===== 
 

14 Cash in hand and at bank 
 2019 2018 
 AED’000 AED’000 
   
Cash in hand 9 7 
Bank balances:   

   Current accounts 1,201 2,040 
   Call accounts 1,337 1,419 
   Current accounts – unclaimed dividends 47,023 47,308 
   Term deposits 400,000 350,000 

 ---------- ---------- 
Balance at the end of the year 449,570 400,774 
 ====== ====== 
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14 Cash in hand and at bank (continued) 

 
Cash and cash equivalent consists of: 
 
 2019 2018 
 AED’000 AED’000 
   
Cash in hand 9 7 
Bank balances:   

   Current accounts 1,201 2,040 
   Call accounts 1,337 1,419 

 ------ ------- 
Balance at the end of the year 2,547 3,466 
 ==== ==== 
 
Current accounts - unclaimed dividends should be utilised only for the payment of dividend and should not 
be used for any other purposes. 
 
Bank balances include term deposits amounting to AED 400,000 thousand (2018: AED 350,000 thousand) 
with a maturity period of more than three months, which are not included in cash and cash equivalents. The 
effective average interest rate on deposits is 2.25% to 3% per annum (2018: 2.1% to 3% per annum). Term 
deposits amounting to AED 400,000 thousand are under lien against bank borrowings (refer note 20). 
 
Bank balances and cash are maintained in United Arab Emirates. 

 
15 Share capital 

 
 2019 2018 
 AED’000 AED’000 
Authorised, issued and paid up   
2,000,000,000 shares of AED 1 each  2,000,000 2,000,000 
 ======= ======= 
 

16 Statutory reserve 
 
In accordance with UAE Federal Law No. (2) of 2015 and 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. The reserve is not available for distribution except in the circumstances 
stipulated by the law. No transfer was made to statutory reserve during the current year and for the year ended 
31 December 2018 as the balance in the reserve has reached 50% of Company’s paid up share capital.
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17 General reserve 

 
In accordance with 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.  
 

18 Provision for employees’ end of service benefits 
 
 2019 2018 
 AED ’000 AED ’000 
   
At 1 January 3,172 4,788 
Charge for the year 605 714 
Reversal during the year - (2,267) 
Payments made during the year (127) (63) 
 ------- ------- 
At 31 December 3,650 3,172 
 ==== ==== 
 

19 Contract liabilities 
 

Contract liabilities represent the amounts received in accordance with the payment plans from sale of trading 
properties under development and trading properties. Contract liabilities are bifurcated between current and 
non-current based on the expected completion of trading properties to which it relates. 
 
 2019 2018 
 AED ’000 AED ’000 
   
Contract liabilities 32,720 27,125 
 ====== ===== 
Classified as:   
Current 4,318 4,168 
Non-current 28,402 22,957 
 --------- --------- 
At 31 December 32,720 27,125 
 ===== ===== 
 
During the year, the Group had forfeited contract liabilities amounting to AED 531 thousand (2018: AED 
8,943 thousand) for not fulfilling the payment obligation by certain customers after obtaining necessary legal 
advice. 
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20 Borrowings 

 
  2019 2018 
 AED’000 AED’000 
   
Term loan 466,419 221,127 
Bank overdraft 409,270 417,615 
Bills discounting - 6,286 
 ---------- ---------- 
Total borrowings 875,689 645,028 
   
Less: current portion (498,920) (553,169) 
 ---------- ---------- 
Non-current portion 376,769 91,859 
 ====== ===== 
 
The Group has obtained overdraft facility of AED 540,000 thousand (2018: 450,000 thousand) from 
commercial banks. Interest on overdraft is computed at a fixed rate + 3 months EIBOR. The balance 
outstanding as at 31 December 2019 amounted to AED 409,270 thousand (2018: AED 417,615 thousand). 
 
The overdraft facility of the Group is secured by: 
 
• Lien over fixed deposit for AED 400,000 thousand held with the bank in the name of the borrower (refer 

note 14); 
• To route funds 1.5 times of the net clean limit utilized under the overdraft. (On 31 December 2019, the 

net clean limit utilized was AED 8,000 thousand). 
 

 The Group has obtained the following loans: 
 

• Term loan of AED 358,000 thousand from a commercial bank to finance the construction of the hotel project. 
This facility is repayable in 28 quarterly step up instalments commencing 3 years 3 months from the date of 
first drawdown and carries an interest rate of fixed margin over 3 months Emirates Interbank Offer Rate 
(EIBOR). The balance outstanding at 31 December 2019 amounted to AED 108,168 thousand (2018: AED 
49,250 thousand). Available drawdown limit on 31 December 2019 amounted to AED 249,832 thousand. 

• Term loan of AED 116,000 thousand from a commercial bank for the construction of a residential property. 
This facility is repayable in 6 half yearly instalments commencing 2 years 6 months from the date of first 
drawdown and carries an interest rate of fixed margin over 1 month EIBOR. The balance outstanding at 31 
December 2019 AED 82,053 thousand (2018: AED 35,960 thousand). Available drawdown limit of 31 
December 2019 amounted to AED 33,947 thousand. 

• Term loan facility of AED 250,000 thousand from a commercial bank to finance the construction of the hotel 
project. The facility is repayable in 30 equal quarterly instalments commencing 2 years 9 months from the 
date of first drawdown and carries an interest rate of fixed margin over 3 months EIBOR. The balance 
outstanding at 31 December 2019 amounted to AED 61,881 thousand (2018: AED 52,720 thousand). 
Available draw down limit on 31 December 2019 amounted to AED 188,119 thousand. 

• Term loan from a commercial bank to finance the construction of the specified projects. The total facility is 
AED 300,000 thousand or 80% loan to value against Securities whichever is lower. This facility is repayable 
in 32 quarterly step up instalments with 30% balloon payment at maturity, commencing 90 days after the end 
of last drawdown or 9th quarter from the first drawdown date, whichever is earlier and ending on the final 
maturity date. The facility carries an interest rate of fixed margin over 3 months EIBOR. The drawdown 
balance outstanding at 31 December 2019 amounted to AED 121,753 thousand (2018: AED 69,900 
thousand). Available drawdown limit on 31 December 2019 amounted to AED 178,247 thousand.
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20 Borrowings (continued) 

 
• Term loan of AED 67,000 thousand from a commercial bank for the construction of a residential property. 

This facility is repayable in 32 equal quarterly instalments commencing 2 years 3 months from the date 
of first drawdown and carries interest rate of fixed margin over 3 months EIBOR. The balance outstanding 
at 31 December 2019 amounted to AED 55,914 thousand (2018: AED Nil). Available drawdown limit on 
31 December 2019 amounted to AED 11,086. 

• Term loan of AED 13,300 thousand from a commercial bank. This facility is repayable in 8 quarterly 
instalments commencing 3 months from the date of drawdown and carries an interest rate of fixed margin 
over 3 months EIBOR. The balance outstanding at 31 December 2019 amounted to AED 6,650 thousand 
(2018: AED 13,300 thousand). Available drawdown limit on 31 December 2019 amounted to AED Nil. 

• Medium term loan of AED 50,000 thousand from a commercial bank to meet the enhanced working capital 
requirements of the Company. This facility is repayable within 180 days from each tranche and carries an 
interest rate of fixed margin over 3 months EIBOR. The balance outstanding at 31 December 2019 amounted 
to AED 30,000 thousand (2018: AED Nil). Available drawdown limit on 31 December 2019 amounted to 
AED 20,000 thousand. 

 
The bank borrowing agreements (“Agreements”) contain certain restrictive covenants including maintaining 
Debt to EBITDA ratio. The Group did not comply with certain covenants mentioned in those agreements 
during the previous year and accordingly the non-current portion of the borrowings was classified as current 
liabilities as at 31 December 2018 as the Group did not have unconditional rights to defer the loan obligation. 
In 2019, the Group obtained waiver letter from the lenders for compliance with these covenants and hence no 
reclassification was made from non-current to current. 

 
Loans are secured against the following: 
 

• Legal mortgage of land and buildings of specific properties. 
• Assignment of Insurance over the mortgaged properties in favour of the bank. 
• Assignment of guarantees from the main contractor/construction contracts under the project duly assigned 

in favour of the bank. 
• Assignment of revenues from the hotel projects financed by the banks. 
• Assignment of revenues from sale of apartments and rental revenues from the apartments financed by the 

bank. 
• Pledge of project account opened with the bank for receiving the project receipts from buyers. 
 

21 Trade and other payables 
  2019 2018 

AED’000 AED’000 
  

Trade payables 65,187 22,025 
Project accruals 69,092 85,141 
Unclaimed dividends 47,023 47,308 
Other payables and accruals 96,839 92,827 

 ---------- ---------- 
 278,141 247,301 
 ====== ====== 

22 Revenue 
 
The Group generates revenue from contracts with customers for sale of properties and facility management 
services, except for amounts related to leasing income presented as ‘other revenue’. 
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22 Revenue (continued) 

 

 2019 2018 
 AED’000 AED’000 

Revenue from contracts with customers   
Sale of properties 140,032 37,031 
Facility management fee 22,068 23,200 
Forfeiture income 531 8,943 
Others 407 559 
 ---------- -------- 
 163,038 69,733 
Other revenue    
Leasing income 29,385 31,658 
 ---------- ---------- 
Total revenue 192,423 101,391 
 ====== ====== 

 
Timing of revenue recognition   
   
Recognised at a point in time 86,843 30,231 
Recognised over time 76,195 39,502 
 ---------- ---------- 
Revenue from contracts with customers 163,038 69,733 
Other revenue 29,385 31,658 
 ---------- ---------- 
Total revenue  192,423 101,391 
 ====== ====== 
 

23 Cost of sales 
 

  2019 2018 
AED’000 AED’000 

  

Cost of sale of properties 103,840 20,736 
Facility management expenses 25,238 29,100 
Others 4,737 5,734 

 ---------- -------- 
 133,815 55,570 
 ====== ===== 
 
Facility management expenses include depreciation expense amounting to AED 3,069 thousand (2018: AED 
2,753 thousand). 
 

24 General and administrative expenses 
 2019 2018 
 AED ’000 AED ’000 
   
Staff costs 19,403 22,790 
Depreciation 12,350 11,583 
Advertisement and marketing expenses 7,996 11,427 
Other expenses 4,622 7,765 
 -------- --------- 
 44,371 53,565 
 ===== ===== 
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25 Other income 

 2019 2018 
 AED ’000 AED ’000 
   
Government grant 22,020 - 
Reversal of accruals 2,379 13,913 
Others 3,302 1,676 
 -------- --------- 
 27,701 15,589 
 ===== ===== 

26 Finance income and expenses 
 

 2019 2018 
 AED ’000 AED ’000 
   
Finance income 10,581 9,233 
 ===== ===== 
Finance expenses   
Interest on borrowings 5,065 2,109 
Bank charges 1,173 1,268 
 ------- ------- 
 6,238 3,377 
 ==== ==== 

27 Earnings per share 
 

 2019 2018 
   

Profit for the year (AED’000) 100,700 150,524 
 ====== ====== 
   
Number of shares (in’000) 2,000,000 

======= 
2,000,000 
======= 

   
Basic and diluted earnings per share (AED)  0.05 0.08 
 ==== === 

 
There was no dilution effect on the basic earnings per share, as the Company does not have any such 
outstanding commitments as at the reporting dates. 
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28 Related party transactions 

 
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 related parties contained in 
International Accounting Standard 24. 
 
The significant transactions entered into by the Group with related parties during the year are as follows: 

 
 2019 2018 
 AED’000 AED’000 
   

Salaries and benefits 4,966 8,957 
End of service benefits 1,191 322 
Board of Directors’ remuneration 4,000 5,263 
 -------- --------- 
 10,157 14,542 
 ===== ===== 
   
Purchase of services 164,291 57,545 
 ====== ===== 
 

29 Contingent liabilities and capital commitments 
 
Commitments relating to the property development are as follows: 
 

 2019 2018 
 AED’000 AED’000 
   

Approved and contracted 734,984 804,800 
 ====== ====== 
 

30 Dividends 
 

(i) At the Annual General Meeting (AGM) held on 17 March 2018, the shareholders approved a cash dividend 
of 6% for the year ended 31 December 2017.  

 
(ii) At the Annual General Meeting (AGM) held on 24 March 2019, the shareholders approved Board of 

Directors’ remuneration amounting to AED 4,000 thousand for the year ended 31 December 2018 (31 
December 2017: AED 5,263 thousand). 

 
(iii) The Board of Directors propose that a dividend of AED 60,000 thousand, AED 3 fils per share (2018: Nil) 

will be paid to the Shareholders for 2019. The Directors also proposed the Board of Directors’ remuneration 
of AED 4,000 thousand (2018: AED 4,000 thousand). These are subject to approval by the Shareholders at 
the Annual General Meeting and have not been included as a liability in these consolidated financial 
statements. 
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31 Fair value measurements 

 
Fair value is the price that would be received to sell an asset or paid to transfer a liability 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. 
 
Fair value of financial instruments carried at amortised cost 

 
Management considers that the carrying amounts of financial assets and financial liabilities recognised at 
amortised cost in the financial statements approximate their fair values. 
 
Valuation techniques and assumptions applied for the purposes of measuring fair value 

 
The following table shows the valuation techniques used in measuring Level 3 fair values for financial 
instruments in the statement of financial position, as well as the significant unobservable inputs used. There 
has been no change in the valuation techniques and methods applied from previous year. 

 
Financial assets  

 
 
 
 
 
Valuation techniques and key inputs 

 
 
 
 
Significant 
unobservable 
inputs 

 
Inter-
relationship 
of 
unobservable 
inputs to fair 
value 

 
 
 
 
Type 
   

Unquoted private equity 
investments and funds at 
FVOCI 

Net assets/ adjusted net asset value valuation 
method due to the unavailability of market and 
comparable financial information. Net assets 
values were determined based on the latest 
available audited/historical financial 
information. Wherever information is available. 

Net assets 
value/ 
Market 
approach 

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

 

Unquoted investments 
at FVTPL 

Net assets valuation method due to the 
unavailability of market and comparable 
financial information. Net assets values were 
determined based on the latest available 
audited/historical financial information. Market 
approach is applied wherever information is 
available. 

Net assets 
value 

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

  
 Fair value measurements recognised in the consolidated statement of financial position 

 
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 to 3 based on the degree to which the fair 
value is observable: 
 

 

 Level 1 fair value measurements are those derived from quoted 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 not based on observable market data (unobservable inputs). 
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31 Fair value measurements (continued) 

 
 Fair value measurements recognised in the consolidated statement of financial position (continued) 
 

 Level 1 Level 2 Level 3 Total 
 AED ’000 AED ’000 AED ’000 AED ’000 

2019      
     

Fair value through other comprehensive income     
Unquoted equities and funds  - - 79,888 79,888 
Quoted equity securities 28,276 - - 28,276 
     

Financial assets carried at FVTPL 4,690 - 10,971 15,661 
     

Investment properties - - 2,636,996 2,636,996 
     

Investment properties under development - - 312,573 312,573 
 -------- --------- ----------- ------------ 
 32,966 - 3,040,428 3,073,394 
 ===== ===== ======= ======= 

2018      
     

Fair value through other comprehensive income     
Unquoted equities and funds  - - 96,982 96,982 
Quoted equity securities 29,002 - - 29,002 
     

Financial assets carried at FVTPL 4,250 - 10,971 15,221 
     

Investment properties - - 2,581,902 2,581,902 
     

Investment properties under development - - 290,096 290,096 
 -------- --------- ------------ ------------ 
 33,252 - 2,979,951 3,013,203 
 ===== ===== ======= ======= 

 
During the current and previous years, there were no transfers between Level 1 and Level 2 fair value 
measurements, and no transfers into or out of Level 3 fair value measurements. 

 
32 Financial instruments  

  
Details of the significant accounting policies and methods 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 instrument are disclosed in note 3 to the consolidated financial 
statements. 
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32 Financial instruments (continued) 
 

 
 
 
 
 

  
 
 

At amortised 
cost 

 
Fair value 

through 
profit or loss 

(FVTPL) 

 Fair value  
through other 

comprehensive 
income 

(FVOCI) 

 
 
 
 

Total 
Financial assets   AED’000  AED’000  AED’000   AED’000 
     

  31 December  2019    
Investments - 15,661 108,164 123,825 
Trade, contract and other receivables* 332,763 - - 332,763 
Cash in hand and at bank 449,570 - - 449,570 

 ---------- --------- ---------- ---------- 
Total financial assets 782,333 15,661 108,164 906,158 
 ====== ===== ====== ====== 
31 December 2018     
Investments - 15,221 125,984 141,205 
Trade, contract and other receivables* 281,325 - - 281,325 
Cash in hand and at bank 400,774 - - 400,774 

 ---------- -------- ---------- ---------- 
Total financial assets 682,099 15,221 125,984 823,304 
 ====== ===== ====== ====== 

 

* Excluding prepayments and VAT refundable 
 

 
 
 

  
 

At amortised 
cost 

 
Fair value through 

profit or loss 
(FVTPL) 

 
 
 

Total 
Financial liabilities   AED’000  AED’000   AED’000 

   
  31 December  2019   
Borrowings 875,689 - 875,689 
Trade and other payables 278,141 - 278,141 

 ------------ ----------- ------------- 
Total financial liabilities 1,153,830 - 1,153,830 
 ======= ====== ======= 

  31 December  2018   
Borrowings 645,028 - 645,028 
Trade and other payables 247,301 - 247,301 

 ---------- ------ ---------- 
Total financial liabilities 892,329 - 892,329 
 ====== ==== ====== 
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32 Financial instruments (continued) 
 
32.1 Credit risk 
  
 Exposure to credit risk 
 
 The carrying amount of financial assets represents the Group’s credit exposure. The Group’s exposure to 

credit risk at the reporting date was: 
 

Trade, contract and other receivables    
 Stage 1 Stage 2 Stage 3  
 12 months  

ECL 
Life time 

 ECL 
Life time  

ECL Total 
 AED’000 AED’000 AED’000 AED’000 
As at 31 December 2019    
Trade, contract and other receivables*  47,262 290,707 4,015 341,984 
 -------- ---------- -------- ---------- 
Expected credit loss (648) (4,558) 

 
 

(4,015) (9,221) 
 -------- ---------- -------- ---------- 
Carrying amount 46,614 286,149 - 332,763 
 ===== ====== ===== ====== 
     
As at 31 December 2018     
Trade, contract and other receivables * 67,720 218,890 46,802 333,412 
 -------- ---------- -------- ---------- 
Expected credit loss (1,019) (4,266) (46,802) (52,087) 
 -------- ---------- -------- ---------- 
Carrying amount 66,701 214,624 - 281,325 
 ===== ====== ===== ====== 

 
 * Excluding prepayments and VAT refundable 
 
32.2 Liquidity risk 
 

The following are the remaining contractual   maturities of financial liabilities at the reporting date. The amounts 
are gross and undiscounted, and include contractual interest payments and exclude the impact of netting 
agreements: 

 
 Carrying Contractual Less than More than 
 amount cash flows one year one year 
 AED’000 AED’000 AED’000 AED’000 

31 December 2019     
Financial liabilities     
Trade and other payables 278,141 278,141 278,141 - 
Borrowings 875,689 970,984 518,877 452,107 
  ------------  ------------  ---------- ---------- 
 1,153,830 1,249,125 797,018 452,107 
  =======  =======  ====== ====== 
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32 Financial instruments (continued) 

 
32.2 Liquidity risk (continued) 
 

 Carrying Contractual Less than More than 
 amount cash flows one year one year 
 AED’000 AED’000 AED’000 AED’000 

31 December 2018      
Financial liabilities     
Trade and other payables 247,301 247,301 247,301 - 
Borrowings 645,028 680,700 575,451 105,249 
  ----------  ----------  ---------- ---------- 
 892,329 928,001 822,752 105,249 
  ======  ======  ====== ====== 

32.3 Equity price risk  
 
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 equity securities are valued by experts at each reporting 
date. 
 

32.4 Interest rate risk 
   

The Group is mainly exposed to interest rate risk on its variable rate instruments i.e. borrowings. These are 
subject to normal commercial rates of interest, as determined by market conditions.  

 
At the reporting date, the interest rate profile of the Group’s interest-bearing financial instruments is as under: 

 
 2019 2018 

 AED’000 AED’000 
Fixed rate instruments   
Financial assets    
Fixed deposits 400,000 350,000 
 ====== ====== 
Variable rate instruments   
Financial liabilities   
Borrowings 875,689 645,028 
 ====== ====== 
   
Sensitivity analysis for variable rate instruments 
 

 

A reasonably possible change of 100 basis points (“bp”) in interest rates at the reporting date would have 
increased/(decreased) the consolidated equity and the consolidated profit or loss by the amounts shown below. 
The analysis assumes that all other variables remain constant. 

 Consolidated profit or loss 
 100 bp  

Increase 
100 bp  

decrease 
 AED’000 AED’000 

31 December 2019   
Variable rate instruments (8,757) 8,757 
 ==== ==== 
31 December 2018   
Variable rate instruments (6,450) 6,450 
 ==== ==== 
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33 Segment reporting 

 
Management has determined the operating segments based on segments identified for the purpose of 
allocating resources and assessing performance. The Group is organised into two major operating segments: 
property sales and property leasing. Information regarding the operations of each separate segment is included 
below. 

 
 Property 

sales 
Property 

leasing Others Total 
 AED ’000 AED ’000 AED ’000 AED ’000 

For the year ended 31 December 2019     
     

Revenue 140,563 29,385 22,475 192,423 
 ===== ===== ===== ====== 
Segment results 34,345 27,411 (3,148) 58,608 
 ===== ===== ==== ===== 
As at 31 December 2019      
     
Total assets 1,163,855 2,949,569 1,564,715 5,678,139 
 ======= ======= ======= ======= 
Total liabilities 358,819 346,788 1,067,566 1,773,173 
 ====== ====== ======= ======= 
For the year ended 31 December 2018     
     
Revenue 45,974 31,658 23,759 101,391 
 ===== ===== ===== ====== 

Segment results 21,697 29,906 (5,782) 45,821 
 ===== ===== ==== ===== 

     
As at 31 December 2018      
     
Total assets 1,060,044 2,871,998 1,409,034 5,341,076 
 ======= ======= ======= ======= 

Total liabilities 302,202 338,260 887,157 1,527,619 
 ====== ====== ====== ======= 

 
34 Comparative figures 

 
Certain comparatives figures have been rearranged/reclassified, wherever necessary to conform to the 
presentation adopted in these consolidated financial statements. This does not impact the previously reported 
profit, net assets and equity of the Group. 

 
35 Purchase of shares 

 
The Group has not purchased any shares during the year ended 31 December 2019 (2018: Nil). 
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