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Ref: RAKP/LA/O11/2015
Date: 5" February 2015

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

Dear Sir:

Subject: Results of RAK Properties BOD
Meeting held on §th February 2015

Pursuant to our letter dated 2" February
2015 , we would like to inform you that the
company's BOD held its meeting at 10:00 am
on Thursday 5" February 2015 , in RAS Al
Khaimah , and discussed the items set out
on the agenda, the results of the meeting are
as follows :

Approval of the financial Statements for the
year ended on 31°* December 2014 (copy of
the reviewed financials along with the BOD
report are enclosed herewith)

Proposal of dividends distribution of 5%
cash dividend for the financial year ended on
31 December 2014 subject to the approval of
the AGM

Approve the notice of commencement for the
nomination of the Board of Directors after
obtaining the appropriate approvals from the
concerned authorities
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Approval of the AGM agenda and fixing 12"
March 2015 as a date of convening the AGM ,
if the quorum not presents on this date ,

the second meeting shall convene on 19"
March 2015 , subject to the appropriate
approvals from the concerned authorities

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

Best Regards,

Mohammed Sultan Al Qadi

Managing Director &CEOQO Lyl gy
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DIRECTORS REPORT FOR THE YEAR ENDED 31° DecEMBER 2014

On behalf of the board of Directors of RAK Properties PJSC, | am pleased to present the Financials
Statements of the Company for the year ended 31 December 2014.

The Net Profit for the year ended 315 December 2014 is AED 156 million (2013 AED 151 million}).
Total assets of the Company is AED 4.72 billion {2013 AED 4.70 billion)

The summary of the financial performance is as under:
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Description

Income Statement
Fra = " B v B e e e e e o
~ Revenue L 297,826 - 322,318

. CostofRevenue T 187,797 196674
_Gross Profit ' 110029  1256M4
. Operating Profit 162,206 - 182,401

NetProfit . 155743 150,587
_ Fimancial Position
... .Noncurrent Assets . ?*573;31_1.5 _. . 3,548,859 ;
' 'Cur_rgnt_f}_s;_gts 1,046,5415 1,151,056

.. TotalAssets ;4719852 4,699,915
__Noncurrent Liabilities _ L 769,231 ° 751,199
Current Liabilities ... 232819 313577
Total Equity 3717802 2,635139
Total equity and liabilities 4,719,852 4,699,915
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Projects in Progress

In 2014, RAK Properties announced the Flamingo - Il and Bermuda Villas Project in the Mina Al Arab,
RAK. The construction of the Project started in April 2014. The development will be completed by 4
Quarter 2015. The revenue from the sale of Flamingo villas will be recognized at the time of key
handover. The Flamingo villa project was fully sold out except few villas retained for the leasing

portfolio. /}
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The Bermuda Villas Project, the luxury beach front community project in the Mina Al Arab was
launched in June 2014. The construction of Bermuda villas commenced in November 2014, This
project will be handed over in 2016.

The residential, commercial and retail leasing has been progressing as per the projections. The major part of
the remaining retail space is expected to be leased in 2015

New Project

Among many projects in the finalization stage, a hotel property will be developed in the Mina Al Arab
Flagship Project to complement the development. This will be a unigue property to cater to the
special hospitality segment constructed closed to the nature.

The company has also decided to build a residential building in Al Reem Island Abu Dhabi with 266
residential units ranging from Studios, one, two and three bedrooms.

- .

| iy

Mohammad Sultan Al Qadi
Managing Director and CEQ

PG Box }i113, Ras Al Khaimah, UAE, Tel +971 2 2264777, Fax +471 7 2272444
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RAK PROPERTIES P.].5.C.
AND SUBSIDIARIES

Consolidated financial statements
and independent auditor’s report
for the year ended 31 December 2014
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Dear Shareholders,

The Board of Directors of RAK Properties PISC and Subsidiaries (the “Group™) has pleasure in
submitting the consolidated statement of financial position of the group as at 315 December 2014
and the related consolidated statements of, comprehensive income, cash flows and changes in
equity for the year ended 31 December 2014

Principal Activities: The principal activities of the Group during the year ended 313 December
2014 continue to be investment in, management and development of its real estate assets,
property and facility management and associated services.

Financial result: The Group has reported a net profit for the year of AED 155.74 millicn (AED
150.59 million in 2013) with an EPS of AED 0.08 (AED 0.08 in 2013). The Total Equity as at
31% December 2014 amounted to AED 3.72 billion (AED 3.64 billion in 2013).

During the year under review the Group distributed AED 100 million (5% of the share capital} as
dividend for the financial year 2013.

Operational Achievements: During the year the group announced the Flaminge - II and
Bermuda Vilias Project in the Mina Al Arab, RAK. The Flamingo villa praject was fully sold
oul except few villas retained for the leasing portfolio. The construction of the Project started in
April 2014 and expected to be completed by 4™ Quarter 2015, The Bermuda Villas Project, the
luxury beach front community project in the Mina Al Arab was launched in June 2014 to cater to
the high and luxury residential market segment. The response for this project is very good. The
construction of Bermuda villas commenced in November 2014, with the expected handing over
in 2016. The leasing of residential, commercial and retail spaces are progressing in line with our
projections.

Outlook 2015 The promising real estate market outlook encouraged the Group to pursue
development of more strategic projects starting 2015. The Group has considered and approved
projects in residential, hospitality and leisure segments. Among other projects, a residential
Tower in Reem Island and a Resort Hotel project will be on top of the development agenda. The
remaining retail and commercials space is expected Lo be leased out during the year 2015 this
will improve Groups rental income.
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Directors:
Mohammad Hassan Omran - Chairman
Abdul Aziz Abdullah al Zaabi - Deputy Chairman
Mohammad Sultan Al Qadi - Director and CEQ

Sheikh Tariq Ahmad Humaid Al Qassimi - Director

Mohammad Ahmad Ruqait - Diirector
Mohammad Bin Thaloub Al Diri - Director
Jamal Salem Bin Darwish - Director

.Fahem Abduliah Yousuf Al Abdullah - Director

i

Mohamﬁn'ed Abdulla Mohammed Al Mehrezi - Director

Auditors:
© M/s. Deloitte & Touche (ME) are eligible for re-appointment and have expressed their

willingness to be re appointed.

On behalf of the Board,

— == L U

Moha ad Hassan Omran
Chairman :
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INDEPENDENT AUDITOR’S REPORT

The Shareholders
RAK Properties P.J.5.C.
Ras Al Khaimah - United Arab Emirates

Report on the Consolidated Financial Statements

We have audited lhe accompanying consolidated financial statements of RAK Properties PJ.S.C, (the
“Company™) and its Subsidiaries (together the “Group™), Ras Al Khaimah, United Arab Emirates
which comprise the consolidated siatemem of financial posilion as at 31 December 2014, and the
consolidated stmement of income, consolidated statement of comprehensive income. eonsolidated statement
of changes in equity and consolidated statement of cash flows for the year then ended. and a summary of
significant accounting policies and other explanatory information.

Management s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Intermational Financial Reporting Standards. and for such internal conlrol as
management determines is necessary to enable the preparation of consolidated financial staiements that are
free from material misstatement. whether due to fraud or error.

Auditar's Responsibility

Our responsibility is to express an opinion on Lhese consolidated financial statements hased on our audit.
We conducted our audit in accordance with Imernational Standards on Audiiing, Those slandards require
that we comply with ethical requirements and plan and perform the audil to obtain reasonable assurance
about whether the consolidated financial statements are free from material misslatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consalidated financial statements. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the consolidated financial statements, whether due Lo
fraud or ertor. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation and [air presentation of the cansolidaled financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinian on the
effectiveness of the entity’s internal control. An audit alse includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management. as well as
evaluating the overall presentation of the consotidated financial statements.

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

Cont'd...

Ams Sadak (521) Georges Naen (8091 Mohamimad Khameas Al Tah (717) Mutasem Dagnt 1776, Rama Faamanahna Achatya (701 and
Same Madbak (3851 are regrstered prachong FuEHlens wilh B UAE Ministry of Ecomimy



Deloitte.

INDEPENDENT AUDITOR’S REPORT (continued)

Opinion

In our opinion, the consolidated financial statements present fairly. in all material respects, the
consolidated financial position of RAK Properties P.JLS.C, and its Subsidiaries, Ras Al Khaimah,
United Arab Emirates as at 31 December 2014, and their consolidated financial performance and their
consolidated cash flows for the vear then ended in accordance with Internationat Financial Reparting
Standards.

Report on Other Legal and Regulatory Requirements

Also. in our opinion, the Group has maintained proper books of account, The information included in Lhe
Directers® report refaling to the consolidated financial statements is in agreement will the books. We
obtained all the information which we considered necessary for our audit. According 10 the information
available to us, there were no comtraventions during the year of the LLA.E, Federal Commercial Companies
Law No. 8 of 1984 (as amended), or the Articles of Assoctation of the Company which might have
materially affected the consolidated financial position of the Group or its financial performance.

Deloiite & Touche (M.E.)

Samir Madbak
Registration No. 386
5 February 2015



RAK PROPERTIES P.J.5.C. AND SUBSIDIARIES 3

Consolidated statement of financial position
At 31 December 2014

Notes 2014 2013
AED "000 AED 000

ASSETS
Non-current assets
Property and equipment 5 416,330 304.960
Investment properties 6 1,657,365 1,724,882
Investment properties under development 7 267,016 351,172
Trading properties under development 8 884,628 734,668
[nvestrnents 9 380,244 379,500
Advances 10 07,728 53,578
Total non-current assets 3,673,311 3,548,859
Current assets
Investments 9 34,603 29.687
Advances 10 64,335 57,534
‘Trading properties i1 513,224 673,665
Trade and other receivables 12 129,756 64,370
Bank balances and cash 13 & 27 304,623 325,800
Total current assets 1,046,541 1,151,056
Total assets 4,719,852 4,699.015

The accompanying netes form an integral part of these consolidated firancial statements.



RAK PROPERTIES P.J.5.C. AND SUBSIDIARIES 4

Consolidated statement of financial position
At 31 December 2014 (continued)

Notes 2014 2013
AED "000 AED "000

EQUITY AND LIARBILITIES
Capital and reserves
Share capital 14 2,000,000 2,000,000
Stattory reserve 15 1,000,000 297,267
General reserve 16 524,153 211,312
Cumulative changes in fair value of available — for-
sale investments 28.920 -
Retained eamings 164,729 1,126,560
Total equity 3,717,802 3,635,139
Non-current liabilities
Provision for employees’ end of service indemnity 17 3,148 2,871
Borrowings 18 91,850 91,850
Deferred government granis 6 570,902 570,902
Advances from customers 19 103,331 85,576
Total non-current liabilitics 769,231 751,199
Current liabilities
Borrowings 18 12,126 75,952
Advances from customers 19 5,921 30,862
Trade and other payables 20 214,772 206,763
Total curvent liabilities 231,819 313,577
Total liabilities 1,002,050 1,064,776

Total equity and liabilities 4,719,852 4,699,915

Mghammad Sultan Al Qadi Mohammad Hasan Omran
Managing Director Chairman

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



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

Consolidated statement of income
for the year ended 31 December 2014

Revenue

Cost of revenue

Gross profit

Other operating income/(expenses) - net
General and administrative expenses
Gain on changes in fair value of investment
propertics
Reversal of write down of trading
properties under development to nct realisable value

Operating profit

Gain on sale of invesiments

Provision for impairment on investments

{Provision for)/ reversal of impairment
on advances

Net change in fair value of investments
at fair value through profit or loss

Dividend income

Finance income

Finance expenses

Profit for the year

Basic earnings per share for the year (AED)

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

Notes

21

22

2}

24
24

26

2014
AED'000

297,826

(187,797}

110,029

547
(41,025)

92,655

162,206

12,569
(21,947)

(3,350)
4,339
2,233

5,464
(5,771)

155,743

0.08

2013
AED000

322,318

(196,674)

125,644

(1,519)
(32,659)

81,356

9,579

182,401

9,014
(42,080)

2,100
6,703
1,980

7,167
(16,698)

150,587



RAK PROPERTIES P.].S.C. AND SUBSIDIARIES

Consolidated statement of comprehensive income
for the year ended 31 December 2014

Profit for the year

Other comprehensive income:

Ttems that may be reclassified
subsequently to profit or loss:

Increase in fair value of available-for-sale investments
Items that will not be reclassified

subsequently to profit or loss:
Board of Directors’ remuneration

Other comprehensive income/(loss) for the year

Total comprehensive income for the year

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

2014
AED*000

155,743

28,920

(2,000)

26,920

182,663

2013
AED (00

150,587

(1,760)

(1,760)

148,827
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RAK PROPERTIES P.).8.C. AND SUBSIDIARIES

Consolidated statement of cash flows
for the year ended 31 December 2014

Cash flows from operating activities
Profit for the year
Adjustments for:
Depreciation of property and equipment
Finance expense/(income) —~(ret)
Dividend income
Net change in fair value of invesiments at
Tair value through profit or loss
Gain on sale of mmvestments
Provision for impairment on investments and
advances — (net)
Gain on changes in fair value of investment properties
Reversal of write down of trading properlies
under development to net realisable value
Provision for employees’ end of service indemnity

Operating cash flows before changes in operating assets
and liabilities

Decrease in trading properties — (net)

Increase in trading properties under
development - {nef)

Increase in trade and other receivables

Increase in advances

(Decrease)/increase in trade and other payables

Decrease in advances from customers

Cash generated from operating activities
Employee’s end of service indemnity paid

Net cash generated from operating activities

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

2014
AED 000

155,743

9.852
307
(2,233)

{4,339)
(12.569)

25,297
(92,655)

530

79,933
160,441

(20,965)
(65,596)
(24,301)
(8,123)
(7.186)

114,203
(253)

113,950

2013
AED *000

150,587

9,389
9,531
{1,980}

(6,703)
(9.014)

39,980
(81,356)

(9,579)
496

101.351
182,619

(14,041)
(35,802)
(4.199)
3,360
(55,832)

177,456
(114)

177,342



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

Consolidated statement of cash flows
for the vear ended 31 December 2014 (continued)

Cash flows from investing activities

Purchase of property and equipment

Interest income received

Dividend income rcceived

Additions to investroents

Procecds from disposal of investments

Additions to investment properties under development

Investment in term deposits with a maturity period
over thiee months

Net cash generated from investing activities

Cash flows from linancing activities
Dividend paid

Term loan paid

(Decrease)/increase in bank overdraft
Board of Directors’ remuneration
Interest paid

Net cash used in financing activities

Net decrease in cash and eash equivalents

Cash and cash equivalents at the beginning of the year

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

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

2014
AED 000

(870)
5,674
2,233

(12,725)

31,046
(4,716)

20,642

(91,445)

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

(164,324)

(29,732)

32,983

3,251

2013
AED 000

(1,171)
12,653
1,980
(7,170)
30,162
(20,986)

25,000

40,468

(90,495)
(181,977)
44,620
(1,760)
(19.256)

(248,868)

(31,058)

64,041

32,983



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

Notes to the consolidated financial statements
for the year ended 31 December 2014

1; General information

RAK Properties P.J.8.C. (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 Market. The registered head
office of the Company is P.0. Box 31113, Ras Al Khaimah, United Arab BEmirates.

The consolidated financial statements of the Company comprise the financial statements of the Company and
its subsidiaries, (together referred to as the “Group™.

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

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

21 New and rtevised IFRSs applied with no materia) effect on the conselidated financial
statements

The following new and revised IFRSs, which became effective for annual periods beginning on or afier 1
January 2014, have been adopted in these consclidated financial statements. The application of these
revised and new LFRSs has not had any material impact on the amounts reported for the current and prior
years but may affect the accounting for future transactions or arTangements.

+ Amendmenis to IAS 32 Financial Instruments: Presentation relating to application guidance on the
offsetting of financial assets and financial Liabilities,

»  Amendments to TAS 36 recoverable amount disclosures:
The amendments restrict the requirements to disclose the recaverable amount of an asset or CGU to the

period in which an impairment loss has been recognised or reversed. They also expand and clarify the
disclosure requirements applicable when an asset or CGU’s recaverable amount has been determiined on
the basis of Fair value less costs of dispasal.

« Amendmients to TAS 39 Financial Instruments: Recognition and Measurement, Novation of Derivatives
and Continuation of Hedge Accounting
The amendmient allows the continuation of hedge accounting when a derivative is novated to a clearing
counterparty and certain conditions are met.

» Amendments to IFRS 10, IFRS 12 and IAS 27 — Guidance on Investment Entities
On 31 October 2012, the IASB published a standard on investment entities, which amend: [FRS 10, IFRS
[2, and TAS 27 and introduces the concept of an investment entity in IFRSs.



RAK PROPERTIES P.J.S.C. AND SUBSIDIARIES 11

Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

2, Application of new and revised International Financial Reporting Standards (“IFRSs”)
{continued})

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

The Group has not early applied the following new standards, amendments and interpretations that have been
issned but are not et effective:

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

o Amendments to TFRS 7 Financial Instruments: Disclosures relating 0 When IFRS 9 is first
disclosures about the initial application of IFRS 9 applied

o IFRS 7 Financial Insiruments; Additional hedge accounting disclosures When IFRS 9 is first
(and consequential amendments) resulting from the introduction of the  applied
hedge accounting chapter in IFRS 9,

e IFRS © Financial Instruments (2009} issued in November 2009 1 January 2018
introduces new requirements for the classification and measurement of
financial assets. IFRS 9 Financial Instruments (2010) revised in October
2010 includes the requirements for the classification and measurement of
financial liabilities, and carrying over the existing derecognition
requirements from IAS 39 Financial Instruments: Recogmtion and
Meusurement.

IFRS 9 Financial Instruments (2013) was revised in November 2013 to
incorporate a hedge accounting chapter and permit the early application
of the requirements for presenting in other comprehensive income the
own credit gains or losses on financial liabilities designated under the fair
value option withont early applying the other requirements of TFRS 9.

Finalsed version of IFRS 9 (IFRS 9 Financial [nstmaments (2014)) was
issued in July 2014 incorporating requirements for classification and
measurement, impairment, general hedge accounting and derecegnition.

IFRS 9 (2009) and IFRS 9 (2010) were superseded hy IFRS 9 (2013) and
IFRS 9 (2010) also superseded IFRS % (2009). IFRS 9 (2014) supersedes
all previous versions of the standard. The varous standards also permit
various transitional options. Accordingly. entities can effectively choose
which parte of IFRS 9 they apply, meaning they can choose to apply: (D
the classification and measurement requirements for financial assets: (2)
the classification and measurement requirements for both financial assets
and financial liabilities: (3 the classification and measurement
requirements and the hedge accounting requirements provided thal the
relevant date of the initial application is before 1 February 2015.



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

Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

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

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

New and revised [FRSs Effective for

annual periods
beginning on or after

s |FRS 15 Revenue from Contracts with Customers 1 January 2017

In May 2014, (FRS 15 was issued which established a single
comprehensive mndel for entities to use in accounting for revenue arising
from contracts with costemers, IFRS 15 will supersede the current
revenue recognition guidance including IAS 18 Revenue, aS 11
Construction Contracts and the related interpretations when it becomes
effective.

The core principle of IFRS 15 is that an entity shonld recognize revenue
to depicl the transfer of promised goods or services to customers in an
amount that reflects the consideration o which the entity expects to be
entitled in exchange for those goods or services. Specifically, the standard
introduces a 5-step approach w revenue recognition:

»  Siep 1: Identify the contract(s) with a customer.
»  Step 2: Identify the performance obligations in the contract.
= Step 3: Determine the transaction price.

=  Step 4 Allocate the transaction prce to the performance obligations
in the contract.

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

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

e Annual Improvements to IFRSs 2012 - 2014 Cycle that include 1 January 2016
amendments to TFRS 5. IFRS 7, IAS 19 and IAS 34,

s Amendments to IAS 16 and IAS 38 to clarify the acceptable methods of 1 January 2016
depreciaticn and amortization.

+ Amendments to [FRS 11 to clarify accounting for acquisirions of Interests I JTanuary 2016
in Joint Operations.

o Amendments to IAS 16 and TAS 41 require biological assets that meet the 1 January 216
definition of a bearer plam to be accounted for as property, plant and
equipment in accordance with IAS 16.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

x Application of new and revised International Financial Reperting Standards (“IFRSs™)
(conlinued)

2.2 New and revised 1FRSs in issue hut not yet effective and not early adopted (continued)

New and revised IFRSs Effective for
annuoal periods
beginning on or afler

¢ Amendments to IFRS 10 and 1AS 28 clarify that the recognition of the 1 January 2016
gain or loss on the sale or contribution of assets between an investor and
its associate or joint venture depends on whether the assets sold or
contributed constitule a business.

» Amendments fo IAS 27 allow an entity to account for investments in 1 January 2016
subsidiaries, joint ventures and associates either at cost, in accordance
with IAS 39/1FRS 9 or using the equity method In an entity’s separate
financial statements.

¢ Amendments 1o IFRS 10, TFRS 12 and IAS 28 clarifying certain aspects 1 Junuary 2016
of applying the consolidation exception for investment entities.

» Amendments to IAS 1 to address perceived impediments to preparers 1 January 2016
exercising their judgment in presenting their financial reports.

s Annual Improvements to TFRSs 2010 - 2012 Cycle that includes 1 July 2414
amendments to TFRS 2, IFRS 3, TFRS 8, IFRS 13, TAS 16. LAS 38 and IAS
24,

e Annual Improvements to IFRSs 2011 - 2013 Cycle thar includes 1 Tuly 2014
amendments 1o TFRS 1, IFRS 3, TFES 13 and IAS 44,

+ Amendments to IAS 19 Employee Benefits clarify the requirements thac 1 July 2014
relate to how contributions from employees or third parties that are linked
to service should be attributed to periods of service.

Management anticipales that these new standards, interpretations and amendments will be adopied in the
Group’s consolidated financial statements for the period beginning | January 2015 or as and when they are
applicable and adoption of these new standards, interpretations and amendments. excepl for IFRS 9 and IFR5
15, may have no material impact on the consolidated financial statements of the Group in the period of initial

application,

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Group’s consolidated financial
statements for the annual period beginning 1 January 2017 and 1 January 2018 respectively. The application
of IFRS 15 and IFRS 9 may have significant impact on amoums reported and disclosures made in the
Group’s consolidated financial statements in respect of revenue from contracts with cusomers and the
Group’s financial assets and financial liabilities. However, it is not practicable o provide a reasonable
estimate of effects of the application of these standards until the Group performs a detailed review,
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3. Summary of significant accounting policies
31 Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (TFRS).

32 Basis of preparation

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

The amounts in the consolidated financial statements are rounded to nearest thousand (" AED "000™) except
when otherwise indicated

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

The consolidated financial statements of RAK Properties P.J.5.C. and Subsidiaries (the “Group”) incorporate
the financial statements of the Company and the entities contrelled by the Company {its Subsidiaries}.

Control is achieved when the Company:

+ has power over the investee;

- g ex-posed, or has rights, to variable retorns from its involvement with the investee; and
+ has the ability to use its power to affect its retumns.

The Company reassesses whether or not it controls an investee if facts and circumstances indicate that there
are changes 1o one or more of the three elements of control listed above.

When the Company has less than a majority of the voting rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the practical ability to direct the relevant acuvities of the
investee unilaterally.

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

+ the size of the Company’s holding of vating rights relative to the sjze and dispersion of holdings of the
other vote holders;

«  potential voting rights held by the Company, other vote halders or other parties;

*  rights arising from other coniractual arrangements: and

+ any additional facts and circumstances that indicate that the Company has, or does not have, the
current ability to direct the relevant activities at the time that decisions need to be made, including
voting patterns at previous sharcholders’ meetings.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3. Summary of significant accounting policies (continued)
A3 Basis of consolidation (continued)

Consolidation of 2 subsidiary begins when the Company obtains control over the subsidiary and ceases when
the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired or
disposed of during the year are included in the consolidated income statement and consolidated statemenl of
other comprehensive income from the date the Company gains control until the date when the Company
ceases to control the subsidiary.

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

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

All intragroup assets and liabilities, equity, income, expenses and cash flows relating to transactions between
members of the Group are eliminated in full on consolidation.

34 Subsidiaries

Details of the Company's subsidiaries at 31 December 2014 are as follows:

Country of Proportion of
Name of the subsidiary incorporation ownership interest
RAK Properties International Limited United Arab Emirales 100%
RAK Properties Tanzania Limited Tanzania 100%
Dolphin Marina Limited Tanzania 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 subsidiaries are real estate investment and property management activities.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3 Summary of significant accounting policies (continued)
3.5 Business combination

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

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

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

Non-controlling interests that are present ownership interests and entitle their holders to a proportionate share
of the entity's net assets in the event of ligquidation may be initially measured either at fair value or at the non-
controlling interests' proportionate share of the recognised amounts of the acquiree's 1dentifiable net assets.
The choice of measurement basis is made on a transaction-by-transaction basis, Other types of non-cantrolling
interests are measured at fair value or, when applicable, on Lhe basis specified in another [FRS.

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting from a contingent consideralion arrangement, the contingent consideration is measured at its
acquisition-date fair value and included as part of the consideration transferred in a business combinaticn.
Changes in the fair value of the contingent consideration that qualify as measurement period adjustments are
adjusted retrospectively, with corresponding adjustments against goodwill Measurement period adjustments
are adjustments that arise from additional information obtained dunng the ‘measurement period’ (which
cannot exceed one year from the acquisition date) about facts and circumstances that existed at the acquisition
date.

The subsequent accounting for changes in the fair value of the contingent consideration that do net qualify as
measurement period adjustments depends on how the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance with IAS 39, or [AS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the corresponding gain or loss being recognised in
profit or loss.

When a business combination is achieved in stages, the Group's previously held equily interest in the acquirce
is remeasured to fair value at the acquisition date (i.e the date when the Group obtains conirol) and the
resulting gain or loss, if any, is recognised in profit or loss. Amounts arising from interests in the acquiree
prior to the acquisition date that have previously been recognised in other comprehensive income are
reclassified to profit or loss where such treatment would be appropriate if that interest were disposed of.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3. Summary of significant accounting policies (continued)

35 Business combination (continued)

If the initial accounting for a business combination is incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional amounts for the jtems for which the accounting is
incomplete. Those provisional amounts are adjusted during the measurement period (see above), or additional

assets or liabilities are recognised, to reflect new information obtained about facts and circumstances tha
existed at the acquisition date that, if known, would have affected the amounts recognised at that date.

3.6 Revenue recognition

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

Sale of properiies
Revenue from the sale of properties is recognised when all the following conditions are satisfied:
« the Group has transferred 1o the buyer the significant risks and rewards of cwnership of the
properties;
e the Gronp retzins neither continuing managerial involvement to the degree usvally
associated with ownership nor effective control over the properties sold;
* the amount of revenue can be measured reliably,
¢ it is probable that the economic benefits associated with the transaction will flow to the
entity; and
» the costs incurred ot to be incurred in respect of the transaction can be measured reliably.
Renderng of services — facility management fee
Revenue from rendering of services is recognised when the services are rendered.

Dividend income

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

Inierest income

Interest income is accrued on a time proportion basis, by reference to the principal oatstanding and at the
interest rale applicable.

Rental income

Rental income from investment properties is recognised on a straight line basis over the term of the relevant
lease.
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Nates to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3. Summary of significant accounting pelicies {continued)
3.6 Revenue recognition (continued)
Farfeiture income

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

37 Government grants

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

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

The deferred Government Grant will be credited to consolidated slatement of income on the fuifilment of the
conditions stipulated by the Government and is based on the progress of development activities.

38 Foreign currencies

The individual financial statements of each group entity are presented in the currency of the primary
economic environment in which the entity operates (its functional cusrency). For the purpose of the
consolidated financial statements, the results and financial pesition of each group entity are expressed in Arab
Emirates Dirhams (‘AED”), which is the functional currency of the Group and the presentation cumrency for
the consolidated financial statement,

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

Exchange differences are recognised in profit or loss in the year in which they arise.

39 Borrowing costs

Borrowing costs direcily attributable ta the acquisition, construction or production of qualifying assets,
which are assets that necessanly take a substantial pstiod of time ta get ready for their intended use or
sale, are added to the cost of thuse 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 year in which they are incurred.
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Motes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3 Summary of significant accounting policies {continued}
3.10  Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation z2nd identified
impairment loss. Historical cost includes expenditure that is directly attributable to the acquisition of the
asset.

Subseguent costs are included in the asset's carrying amount or recognised as a separate asset, as
appropriale, only when it is probable that future economic benefits associated with the item will flow to
the Group and the cost of the item can be measured reliably. All other repairs and maintenance expenses
are charged to the profit or loss in the period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate the assets’ cost 10 their residual
values over their estimated useful lives as follows:

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

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

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

3.11 Investmeat properties

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

3.12 Investment properties under development

Investment properties under development that are being constructed or developed for future use as
investmenls properties are measured initially at cost including all direct costs attributable to the design and
construction of the properties including related staff costs. Subsequent to initial recognition, investment
properties under development is measured at fair value. Gains and losses arising from changes in the fair
value of investment properties under development are included in the profit or loss in the period in which
they arise. Upon complenon of construction or development, such properties are transferred to investment
properties.

Fair values of investment properties and investment properties under development are determined by the
open marker values based on valuations performed by independent surveyors and consultants.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3. Summary of significant accounting policies (continued)
3.13  Trading properties under development

Properties in the process of construction or development for the purpose of sale on completion are classified
as trading properties under development. They are measured at the lower of cost and net realisable value. Net
realisable value is the estimated selling price in the ordinary course of businesz less the estimated costs of
completion and the estimated costs necessary 1o make the sale. Cost of trading properties under development
is determined on the basis of specific identification of their individual costs. The classification of trading
properties under development as current and non-curvent depends upen the expected date of their completion.

3.14  Trading properties

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

315 Impairment of tangible assets

At the end of each reporting period, the Group reviews the carrying amounts of its tangible assets to
determine whether there is any indication that those assets have suffered an impairment less. If any such
indication exists, the recoverable amount of the asset is estimated m order to determune the extent of the
impazrment loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the cash-generating unit to which the assel 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 reascniable and consistent allocation basis can be identified.

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

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

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

316 Provisions

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

The amount recognised as a provision is the best estimate of the considerarion required 1o 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 ameunt is the present value of those cash flows.

3.17 Employee benefits
3.17.1 Defined contribution plan

UAE national employees of the Group are members of the Government-managed retirement pension and
social secority benefit scheme pursuant 1o U.A.E. labour law no. 7 of 1999. The Group 1s 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 Guvernment contribute 5% and 2.5% of the “contribution
calculation salary” respectively, to the scheme. The only obligation of the Gronp with respect to the
retirement pensiot and social security scheme 15 to make the specified contributions. The coniributions are
charged to profit or loss.

3.17.2 lLeave passage

An accrual is made for the estimated liability for employees’ entitlement io leave passage as a result of
services rendered by eligible employees up to the end of the year

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

end of the reporting period.

The accrual relating to leave passage is disclosed as a current liability, while the provision relating Lo end of
service indemnity it is disclosed as a non-current hability.
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3. Summary of significant accounting pelicies (continued}
3.18  Financial instrumenis

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

All financial assets are recognised and derecognised on trade date where the purchase or sale of a financial
asset s under a contract whose terms require delivery of the financial assef within the timeframe established
by the market concerned, and are initially measured at fair value, plus transaction costs, except for those
financial assets classified as at fair value through profit or loss, which are initially measured at fair valoe.

Financial assets are classified into the folowing specified categories: financial assets ‘at fair value through
profit or loss” (FYTFL), “held-to-mawrity' investments, ‘available-for-sale” (AFS) financial assets and ‘loans
and receivables’. The classification depends on the natre and purpose of the financiul assets and is
determined at the time of initial recognition.

3.19 Financial assets

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

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

3.19.1 Bank balances and cash

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

3.19.2 Financial ussets ot FVTPL

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

A Financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of selling it in the near term; or

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

o it is a derivative that is not designated and effective as a hedging instrument.
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3, Summary of significant accounting policies (continued)
319 Financial assets (continued)

3.719.2 Financial assets af FVTFPL (continued)

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

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

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

o it forms part of a contract containing one or more embedded derivalives, and IAS 39 Financial
Instruments: Recognition and Measurement permits the entire combined contract (asset or hability)
to be designated as at FVTFL.

Financial assets at FVTPL are stated at fair value, with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss recognised n profit or loss incorporutes any dividend or
interest earned on the financial asset and is included in the conselidated statement of income.

3.19.3 Available-for-sale financial assers (AFS financial assets)

The Group has investments that are not traded in an active market and are classified as AFS financial assets
and stated at fair value because management considers that fair value can be reliably measured. Gains and
losses arising from changes in fair value are recognised in other comprehensive jncome and accumulated 1n
the cumulative change in fair values with the exception of impairment losses, which are recognised in profit
or loss. Where the investment is disposed of or is determined to be impaired, the cumulative gain or loss
previously accumulated in the cumulative change in fair values is reclassified to profit or loss.

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

3.19.4 Loans and receivables
Loans and receivables are measured at amortised costs using the effective interest method, less any

impairment. Interest income is recognised by applying the effective interest rate, except for short-term
receivables when the recognition of interest would be immaterial.
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3 Summary of significant accounting pelicies (continued)
3.19  Financial assets (continued)
3.19.5 Held-io-maturity investments

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

3.19.6 Impairmeni of financial assets
Financial assets, other than those at fair value through profit or loss, are assessed for indicators of impairment
at the end of each reporting period. Financial assets are considered to be impaired when there is objective

evidence that, as a result of one or more events that occured after the initial recognition of the financial asset,
the estimated future cash flows of the invesiment have been affected.

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

For all other financial assets, abjective evidence of impairment could include:

significant financial difficulty of the issuer or counterparty; or

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

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

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on 2 collective basis. Ohyective evidence of impairment
for a portfolio of receivables could include the Group's past experience of collecting payments, an increase in
the number of delayed payments in the portfolio past the average credit penod, as well az observable changes
in national or local economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment loss recognised i3 the difference
between the asset's carrying amount and the present value of estimated future cash flows, discounted at the
financial asset's original effective interest rate, For financial assets carried al cost, the amount of the
impairment loss is measured as the difference between the asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.
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KN Summary of significant accounting policies (continued}
3.19 Financial assets (continued)
3.19.6 Impairment of financial assets {continued)

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

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

For financial assets measured a1 amortised cost, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring afier the umpairment was
recognised, the previously recognised impairment loss is reversed throu gh profit or loss to the exlent that the
carrying amount of the investment at the date the impairment is reversed does not exceed what the amortised
cost would have been had the impmirment not been recognised.

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

3.19.7 Derecognition of financial assets

The Group derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantally all the risks and rewards of ownership of the
asset to another entity. If the Group neither transfers nor retains substantially all the risks and rewards of
ownership and continues to control the transferred assel, the Group recognises its retained interest in the assel
and an associated liability for amounts it may have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group continues to recegnise the financial asset.

3,20 Financial liabilities and equity instruments issued by the Group
3.20.1 Classification as debt and equity instruments

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

3.21 Equity instrumenis
An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting

all of its liabilities. Equity instruments issued by the Group are recorded at the proceeds received, net of direct
issue costs.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

3 Summary of significant acceunting pelicies (continued)
3.22 Financial liabilities

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

The effective interest method is a method of calculating the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly discounls
estmated future cash payments through the expected life of the financial liability, or, where appropriate, a
shorter period to the net carrying amount on initial recognition.

3.22.1 Derecognition of financial liabilities

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

3.23  Dividend distribution

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

4, Critieal accounting judgments and key sources of estimation uncertainty

In the application of the Group's accounting policies. which are described in Note 3 to these consolidated
finaricial statements, management is required to make judgements, estimates and assamptions about the
carrying amournts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions 0 accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period
or in the period of the revision and future periods if the revision affects both current and future periods.

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

4.1 Critical judgments in applying accounting policies
The following are the critical judgements, apart from those involving estimations (see 4.2 below), that

the management have made in the process of applying the Group's accounting policies and that have the
most significant effect on the amounts recognised in the consohdated financial statements
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MNotes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

4. Critical accounting judgments and key sources of estimation uncertainty (continued)
4.1 Critical judgments in applying accounting policies (continued)
4.1.1  Classification of investmenis

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

4.1.2  Impairment of financial assets

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

Management has considered an amount of AED 22 million (2013: AED 42 million) as impairment loss on
AFS financial assets for the year, based on the analysis of impawrment test performed on available-for-sale
financial assets.

4.1.3  Classification of properties

In the process of classifying properties, management has made various judgments. Judgment is needed 10
determirie 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 equiprent and trading property. In making us judgment,
management considered the detailed criteria and related guidance for the classification of properties as set out
in 1AS 2. IAS 16 and 1AS 40, in particular, the intended usage of property as determined by the management.
Trading properties are grouped under current assets as intention of the management is to sell it within one
year from the end of the reporting date.

4.2 Key sources of estimation nncertainty

The following are the key assumptions concering the future, and other key sources of estimation uncertainty
at the reporting date, that have a significant risk of causing a material adjusiment to the carrying amounts of
assets and liabilifes within the next financial year.

4.2.1  Fairvalue of investment properiies and investment properties under development

The best evidence of fair value is current prices in an active market for similar properties. In the absence of
such information, the Group deterrnined the amouni 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 ransactions that occurred at those prices. Such estimation is based on certain assumptions, whuch
are subject to uncertainty and might materially differ from the actual results.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

4, Critical accounting judgments and key sources of estimation nncertainty (continued)
4,2 Key sources of estimation vncertainty (con tinued)
4.2.1  Fair value of invesiment properties and investment properties under development (continued?}

The determination of the fair value of revenue-generating properties requires the use of estimates such as
future cash flows from assets (such as leasing, tenants’ profiles, future revenue streams, capital values of
fixtures and fittings, and the overall repair and condition of the property) and discount rates applicable 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 Iocal market conditions existing at the end of the reporting period

4.2.2  Impairment of trading properties and trading properties under development

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

In determining whether impairment losses should be recognised in the consolidated statement of income, the
management assesses the current selling prices of the property umts 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, an impairment provision is recognized for the identified loss
event or condition to reduce the cost of trading properties and trading properties under development to its net
realizable value,

423  Useful lives of property and equipment

The Group’s management determines the estimated useful lives and related depreciation charge for its
property and equipment on an annual basis. The Group has carried out a review of the residual values and
nseful lives of property and equipment as at 31 December 2014 (Note 5}.

4.2.4  Valuation of unguoted equity invesiments
Valuation of unquoted equity investments 1s normally based on one of the following:

»  Recent arms length market transactions;

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

s The expected cash flows discounted at current rates applicable for the items and with simjlar terms
and risk characteristics; or

+  (hher valuation models

The determination of the cash flows and discount factors for unquoted equity investments requires significant
estimarion. The Group calibrates the valuation technigues periodically and tests them for validity using either
prices from observable current market transactions in the same instrument or from other available observable
market1 data,

As disclosed in note 31 to the consolidated financial statements, unquoted equity investments are valued using
the net assets value method.
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Notes to the consolidated financial statements
for the vear ended 31 December 2014 (continued)

5 Property and equipment (continued)
Property and equipment mainly comprises land and buildings that are located in United Arab Emirates.

The management has reassessed the use of certain investment properties, investment properties under
development and trading properties. In the view of the Board of Directors, these properties with a cost of
AED 120,352 million (2013: AED} 1 million) will now be used to generate revenues for the Group.
Accordingly, the cost of such properties has been transferred to property and equipment,

6. Investment properties

2014 2003
AED *000 AED 000
At 1l January 1.724,882 1,228,164
Change in fair value - (net) 92,655 31,356

Transferred (to¥from trading properties under
development (Note 8) (84,554) 415,362
Transferred to property and equipment (Note 5) (75,618} -
At 31 December 1,657,365 1,724,882
Inside U.A.E. 1.639,333 1,707.802
QOutside U.AE. 18,032 17.080
1,657.365 1,724 882

During 2011, the Group has accounted for reniaining portion of the land granted as deferred Government
Gram at an aggregale value of AED 571 million with a corresponding increase to investment properties
and trading properties under development. This deferred Government Grant will be released to the
cansolidated statement of income on the fulfilment of the conditions stipulated by the Government.

Investment properties have been valued as at 31 December 2014 by an independent valuer. The Board of
Directors have considered the valuer's report and considering the recent upward trend of the market,
considered increase in fair value of AED 93 million (2013: AED 81 million) which was recognised in
the profit and loss.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

7. [ovestment properties under development

At 1 January
Cost incurred
Transferred to property and equipment (Note 5)
TFransferred (to)/from trading properties
under development (Note 3)

At 31 December

2014
AED *000

351,172
4,716
(44,734)

(44,138)

267,016

31

2013
AED *000

199,368
20,986
(1,025)

131,843

351,172

The investment properties under development have been valued as at 31 December 2014 by an
independent valuer. The Board of Directors have reviewed the above report of the independent valuer
and have concurred that no change in fair value needs to be censidered in the consolidated financial

staternents of the Group for the year ended 31 December 2014,

Tnvestment properties under development are located in United Arab Emirates.

8. Trading properties under development

Ar | January
Cost incurred
Reversal of wrile down to net realizsable value
Transferred fromy/ {to) investment properties (Note 6)
Transferred from/ (o) investment properties

under development (Note 7)
Ohher

At 31 December

Inside U.AE,
Outside U AE.

2014
AED '000

734,668
21,268

84,554

44,138

884,628

851,958
32,670

%84.628

2013
AED "000

1,258,253

10

9,579
(415,362)

(131,843)
t4,031

734,668

701,998
32,670

734,668
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

9, Investments

Nen-current investmenis
Available-for-sale

Private equity investments
E.al estate fund

Less: provision for impairment

Held to maturity investment

Current investments
At fair value throngh profit or loss

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

Non-current investments

Available-for-sale

Investments within United Arab Emiraies
Unquoted private equity investments
Unquoted funds

Invesmments owtside United Arab Emirates
Unquoted private equity investments
Unquoted funds

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

2014
AED ’000

381,995
297,906

(310,679)

369,222
11,022

380,244

34,603

2014
AED 000

251,497
15,256

266,753

130,499
282,649

413,148

679,901

(310,679)

369,222

32

2013
AED 000

375,925
281,354

(288,732)

368,577
11,022

379,599

29,687

2013
AED 000

245,796
16,074

261,870

130,129
265310

395,439

657,309

(288,732)

368,577
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9, [nvestments (continued)

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

Held o maturity investmenl
Unguoted debt instrument placed ontside
United Arab Emirates

Total non-current investnents

Current investments - FVTFL
Quated equity securities inside U.AE
Unquoted investments outside U AE.

Movement in provision for impairment is set out below:

At ] January

Provisions made during the year
Wrile off during the year

At 31 December

2014
AED "000

11,022

380,244

25.514
9.089

34,603

288.732
21,947

310,679

—————

33

2013
AED 000

11,022

379,599

16,397
13,290

29,687

——————

252,653
42,080
(6,001)

285,732

—————

A net increase in fair value of investments at fair value through profit and loss of AED 4 million (2013;

AED 7 million) has been taken in the profit or loss.

The unquoted available-for-sale investments have been valued as at 31 December by an independent
experi. The Board of Directors have reviewed the above report of the independent expert and have
considered an amount of AED 22 million as impairment loss for the year ended 31 December 2014

(2013: AED 42 millon).
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Notes to the conselidated financial statements
for the year ended 31 December 2014 (continued)

10. Advances

2014 2013

AED 000 AED 000

Advances 161,313 157,012
Less: provision for impairment (29,250) (25,900)
132,063 111,112

Classified as:

Non-current assels 67,728 53,578
Current assets 64,335 57,534
132,063 111,112

Advances inctude:

{a) An amount of AED 79 million paid to acquire properties in the Emirate of Abu Dhabi.
{b) An anount of AED 18 million paid to acquire plots of land in the Emirate of Abu Dhabi.

At 31 December 2014, Board of Directors have analysed the recoverabilily and status of advances and

have created provision for impairment amounting to AED 3 million (2013 provision for impairment
reversed amounting to AED 2 million).

11. Trading properties

2014 2012

AED *000 AED 000

At 1 January 673,665 856,284
Other - (9,187)
Cost of properties sold (160,441) (173.432)
At 31 December 513,224 673,665

All trading properties are located in United Arab Emirates.

During the year, based on an independent valuation of net realisable value of trading properiies, Board of
Directors has concurred that no write down to realisable value is identified in the valuation report and
accordingly no charge 1o profit or loss for the year is required (2013: Nal).
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12, Trade and other receivables
2014 2013
AED '0iH} AED *000
Trade regeivables 30,527 5.810
Other receivables 99,229 58.560
129,756 64,370

_—

The Board of Directors have performed the impairment test on trade and other receivables and have
concluded that no impairment charge is tequired for the year (2013: Nil).

11 Bank balances and cash

2014 2013

AED 000 AED ’000

Cash in hand 20 20
Bank halances:

Current accounts 569 103

Current accounts — unclaimed dividends (see Note 20) 531,372 42,817

Call accounts 2,662 2,860

Term deposits 250,001 280,000

304,623 325,800

Bank balances and cash include term deposits amounting 1o AED 250 million (2013: AED 250 million)
with a maturity period of more than three months, which accordingly are not included in cash and cash
equivalents, The effective average interest rate on deposits was 1.85% (2013: 2%).

Fixed deposit amounting to AED 250 million is under lien against bank overdraft facility. At 31
December 2014, outstanding balance in the bank overdraft is amounting to AED 12,126 thousand (2013:
AED 75.952 thousand) (Note 18).

Current accounts — unclaimed dividends should be utilised only for the payment of dividend and should
not be used for any other purposes.

Bank balances and cash are maintained in United Arab Emirates

14. Share capital

The authorised issued and fully paid up share capital of the Corapany is AED 2 billion (2013: AED 2
billion) divided into 2 billion shares with par value of AED 1 each.
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Notes to the consolidated financial statements
for the year ended 31 December 2014 {(continued)

15, Statutory reserve

In accordance with United Arab Emirates Federal Commercial Companies Law No. & of 1984 (as
amended), and Article 57 (1) of the Company’s Articles of Association, 10% of net profit for the year is
required to be transferred to statutory reserve till the reserve reaches 50% of Company’s paid up share
capital. At the annual general meeting held on 13 March 2014, the shareholders approved to transfer an
amount of AED 702.733 thousand from retained earnings Lo statutory reserve. The reserve is not
available for distribution except in the circumstances stipalated by the law.

16. General reserve

In accordance with Article 57 (2) of the Company's Ariicles 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 recommiended by the Board of Directors or if general reserve reaches 50% of
the Company's paid-up share capital. General reserve shall be used for the purposes decided by the
ordinary general meeting upon the suggestion of the Board of Directors.

At the annval general meeting held on 13 March 2014, the sharebolders approved to ransfer an amount
of AED 297,267 thousand from retained eamings to general reserve.

17, Provision for emplovees' end of service indemni
¥

Movement in the net liabilities were as follows:

2014 203
AED 000 AED "000
Balance at the beginning of the year 2,871 2,480
Charge for the year 530 496
Amount paid (253) {114)
Balance at the end of the year 3,148 2,871
18, Borrowings
2014 2013
AED 000 AED *000
Non-current labilities
Term loan 91,850 91,850
Current fiabilities
Bank overdraft 12,126 75.952
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

18. Borrowings (continued)

The Group has obtained unsecured rerm loans from Investment and Development Office (IDO),
Government of Ras Al Khaimah ameuniing to AED 92 million (USD 25 million} in 2011; and is
repayable entirely in one bullet installment in the year 2016. This loan carries a fixed interest rate of
4.95% and the interest is payable on a guarterly basis. The amount outstanding at the reporting date is
AFED 92 million (2013: AED 92 million).

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

The overdraft facility of the Group is secured by:

e  Lien over fixed deposit for AED 250 million held with the bank in the name of the borrower

* Undertaking to deposit all sale proceeds from the sale of properties in Mina Al Arab project in the
overdraft account; and

» Undertaking to cover any excess over the sanctioned facilities from the Company’s own sOUrces,

19, Advances from customers

Advances from customers represent the amounis received as per payment plans from sale of trading
propetties currently under development and trading properties (total nel sales as at 31 December 2014 —
AED 0.32 billion) (2013: AED 0.16 billion). Revenue recognition is deferred until the time when the
property development is substantially completed and significant risks and rewards of ownership are
transferred to the buyer in accordance with the Group’s accounting policy for revenue recognition (refer
note 3

Advances from customers are bifurcated between current and non-current based on the expected
completion of trading properties 10 which it relates.

During the year, the Group had forfeited advances amounting to AED 31 million (2013: AED 44
million) for not fulfilling the payment obligation by certain customers after getting necessary legal
advice.

20, Trade and other payables

214 2013

AED 000 AED 000

Trade payables £9,025 87,290
Project accruals 26,426 37485
Unclaimed dividends (see Note 13) 51,372 42,817
Orher payables and accruals 47,949 39,171

214,772 206,763

——
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21. Revenue

Sale of properties

Forfeiture income (see Note 19)
Facility management fee

Rental income

Other

22, Cosl of revenue

Cost of sale of properties
Facility management and rental expenses

23. General and administrative expenses

Staff costs

Advertisement and marketing expenses
Depreciation

Other expenses

33
2014 2013
AED 000 AED "({K)
205,970 218,473
31,405 43.757
21,879 18,465
23,614 15,178
14,958 26,445
297,826 322,318
2014 2013
AED '000 AED 000
(160,441} (173,432)
(27,356) (23,242)
(187,797 (196,674)
2014 2013
AED "000 AED 00D
(16,949) (14,163)
(7,921) (4,466)
(9.852) (9,389)
(6,303) (4,641)
(41,025) (32,659)
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24. Finance income and expenses

2014

AED 000

Finance income 5,464
Interest expense on borrowings (5,750}
Exchange loss (21)
Finance expenses (5,771)

25 Related party transactions

39

2013
AED "000

7,167

(16,614)
(34)

(16.698)

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 Group has a related party relationship with Governmenr of
Ras Al Khaimah. its sharzholders, directors and executive officers, (including business entities over
which they can exercise significant influence or which can exercise significant influence over the

Group}.

Balance due from/(due to) relared parties are as follows:

2014

AED *000

Term deposits 250,000
Term loan 191,850)
Cverdraft (12,126)

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

2014
AED 000

Key managemeni remuneration:
Salaries and benefits 8,082
End of service benefits 418
8,500
Directors sitting fees 1420

Directors remuneration 2,000

2013
AED 000

250,000
(91,850)
(75.952)

2013
AED 000

7,142
417

7.559
1,455

1,760
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Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

25, Related party transactions (continued)

2014 2013
AED 000 AED 000

Transactions:
Interest income on term deposits 4.900 6,349
Interest expenses on term loan 4,610 16,118
Interest expense on overdraft 1,298 229
Term loan repaid during the year - 181,977
Property sold - 4,166

Other related party fransactions

The Government of Ras Al Khaimah has granted certain plots of land with an aggregate area of 67.1
million square feet on the condition that these lands undergo development. Qut of these, the Group did
not recognise 0.175 million square feet in these consolidated financial statements as the development
work has not commenced on these plots of land as at 31 December 2014,

26. Basic earnings per share

2014 203
Profit for the year {in AED "000) 155,743 150,587
Number of shares {in '000) 2,000,000 2,000,000
Basic earnings per share (in AED) 0.08 o 0.08

Basic earnings per share is calculated by dividing the profit for the year by the number of shares
outstanding at the end of the reporting period.

27. Cash and cash equivalents

2014 2013
AED 000 AED "000
Bank balances and cash 304,623 325.800
Current accounts — unclaimed dividends (51,372) 42811
Term deposits with maturity more than three months

- under lien 250,000) (250.,000)
3,251 32,983




RAK PROPERTIES P.J.S.C. AND SUBSIDIARIES 41

Nates to the consolidated financial statements
for the year ended 31 December 2014 (continued)

28. Commitmenis and contingeni liabilities

Commitments relating to the property development are as follows:

2014 2013

AED 000 AED *000

Approved and contracted 242,116 33,441
Approved but not contracted 321,660 277.175

The Group has two legal cases with one of the contractor. The management in consultation with the
external lawyer have reviewed the status of the Jegal case and have concluded that na provision needs to
pe mainained against the above, other than the liability considered in the consolidated financial
slatements.

29, Capital risk management

The Group manages its capital to ensure that the Group will be able to conlinue as a going concern while
maximising the retum Lo stakeholders. The Group's overall strategy remains unchanged from 2013,

The capital struciure of the Group consists of borrowings, bank balances and cash and equiry,
comptising share capital, reserves and retained earnings.

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

30. Financial instruments

30,1 Significant accounting policies

Details of the significant accounting policies and 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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A0, Financial instruments (continued)
3.2  Categories of financial instruments
Loans and Held-to-  Held for Available-Non-linancial
Assets receivables  maturity trading for-sale Instruments Total
AED'000  AED'000 AED'GM) AED0OD  AED0O00 AED' 000
31 December 2014
Property and
equipment - - - - 416,330 416,330
Investmen? properties - = - - 1,657,365 1,657,365
Investment properties
under development - - - 267,016 267,016
Trading properties
under development - - - - 884,623 384,628
Investments 11,022 34,603 369,222 - 414,847
Advances - - - 132,063 132,063
Trading properties - - - = 503,224 513,224
Trade and
other receivables 1208 447 - - 309 129,756
Bank balances and
cash 304,623 - - - 304,623
Tolal asseis 434,070 11,022 14,603 369,222 3,870,935 4,719,852
Mon-
Equity and liabilities Financial financial
instruments instruments Total
31 December 2014 AED *000 AED 000 AED 000
Equity 3,717,802 3,717,802
Provision for employees’ end of
service indemnity - 3,148 3,148
Borrowings 103,976 - 103,976
Deferred government grants - 570,502 570,902
Advance received from custamers - 109,252 109,252
Trade and other payables 214,772 - 214,772
Total equity and liabilities 318,748 4,401,104 4,719,852
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30, Financial instruments (continued)

30.2

Assels

31 December 2013
Property and
equipment
Investmem propertics
Investment propertics
under development
Trading properties
under development
Investments
Advances
Trading properties
Trade and other
receivables
Bank balances and
cash

Total assets

FEquity and liabilities
31 December 2013

Equity

Categories of financial instruments (continued)
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Provision for employees' end of

service indemnity
Borrowings

Deferred government grants
Advance received from customers
Trade and other payables

Loans and Held-to- Held for Available- Non-financial
recelvables maturity trading for-sale_ instruments Total
AEDYOOD  AED’000  AED'O00 AED'000  AED’000 AED000
= - - 304,960 304,961}
- - - - 1,724,882 1,724 882
- s - 351,172 351,172
- - - - 734,668 734 668
- 11,022 29,687 368,577 - 4019 286
- - - - 111,112 111,112
- - - - 673,665 673,665
63,509 - - - 861 64,370
325,800 - - - - 325,800
389,309 11,022 29,687 368,577 3,901,320 4,699,915
Financial Non-financial
instruments instruments Total
AED 000 AED "(HH) AED ’000
- 3,635,139 31,635,139
- 2.871 2.871
167,802 - 167,802
- 570.902 570,902
- 116,438 116,438
206,763 - 206,763
374,565 4,323,350 4,699,915

Total equity and liabilities
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30. Financial instruments (continued)
30.2 Categories of financial instrumenis (continued)

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

20.3  Interest rate risk management

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

At 31 December 2014, bank deposits carried interest rates ranging from 1.85% o 2% per annum {2013
1.4% to 2.6% per annum). The interest rates on borrowings are linked to three month USD LIBOR plus
floating interest rate of 4.95% per annum (2013: 4.95% to 7.65% per annum).

304 Financisl risk management objectives

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

30.5  Market risk

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

Market risk exposures are measured using sensitivity analysis,

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

3.6  Equity price risk

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

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

held by the Group is in unguoted equities, The unquoted equities are valued by experts at each reporting
date.
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30. Financial instruments (continued)
30,8 TForeign currency risk managemenl

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

309  Credit risk management

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

The Group's credat tisk is primarily atributable to its trade receivables. The amounts presented in the
consolidated statement of financial position are net of allowances for doubtful recejvables. An allowusnce
for impairment is made where there is an identified loss event which, hased on previous experience, is
evidence of a reduction in the recoverability of the cash flows.

The Group has no significant concentration of credit risk, with exposure spread over 2 large number of
counterparties and custemers.

30.10 Liquidity risk management

Uhimate responsibility for liquidity risk management rests with the Board of Directors, whe 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.

The contractual maturities of the financial instruments have been determined on the basis of the remaining
period at the reporting date to the contractual matunty date. The maturity profile 15 monitored by
management to ensure adequate liquidity is maintained.

Tinancial assets and financial liabilities comprise of invesiments, trade and other receivables, bank balances
and cash, borrowings, trade and other payables, which mature or are payable within one year from the end
of the reporting date other than investments and borrowings which mature or are payable after one year (see
Note 9 and 18).

31 Fair value measurements

Fair value is the price that would be recerved 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 curiail the scale of its operation
or 1o undertake a transaction on adverse terms.
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1. Fair value measurements (continned)

Fair value of financial instruments carried ot amortised cost

Management considers that the carrying amounts of financial assets and financial Niabilities recognised at
amortised cost in the financial staiements approximate their fair values.

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

The fair values of financial assets and financial liabilities are determined using similar valuation
techniques and assumptions as used in the aundited annoal consolidated financial statements for the year
ended 31 December 2013

Fair value of the Group’s financial assets thut are measwred at fawr value on recurring basis

Some of the Group's financial assets are measured at fair value at the end of the reporting period. The
following table gives information about how the fair values of these financial assets are determined,

Financial assets

Fair value as at

3 31 Relationship of
December December Significant unobservable
2014 2013 Fair valae  Valuation techniqgues  unobservabl inputs to fair
AED'0G AED'000 hierarchy and key inputs input value
Available for
sale
Unguoted 679,901 657,309 Level 3 Net assets valuation Netassets  Higher the nel
private  equity method due to the value assets value of
investments and unavailability of market the investees,
funds and comparable higher the fair
financial information. value.
Net assets values were
determined based on
the latest available
audited/historical
financial information.
Financial asseis
at FVTPL
Quoted  equity 25,514 16,397 Levell Quoted bid prices in an None NA
securities active market.
Unquoted 9,089 13290 Level 3 Net assets valuation Netassets  Higher the net
investments method due ta the value assers value of

unavailability of market
and comparable
financial information
Net assets values were
determined based on
the latest available
audiled/hislorical
financial information.

the investees,
higher the fair
value.
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31. Fair valoe measurements (continued)

Fair value measurements recognised in the consolidated siatement of financial position
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The following table provides an analysis of financial and non- financial instruments that are measured
subsequent to initial recogmition at fair value, grouped into Levels | 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 habilities;

= Level 2 fair value measurements are those derived from inputs other than guoted prices
included within Level 1 that are observable for the asset or liability, either directly (ie. 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}.
31 December 2014

Level 1
AED 000

Available-for-sale
Ungquoted equities and funds
(Gross value} -

Financial assets carried at
FYTPL
Assets held for trading 25,514

Investment propetties A

Investment properties
under development -

Level 2
AED 000

25,514

Level 3
AED 000

679,901

9,089

1,657,365

267,016

2,613,371

Total
AED 000

679,901

34,603

1.657,365

267,16

2,638,885



RAK PROPERTIES P.J.5.C. AND SUBSIDIARIES 48

Notes to the consolidated financial statements
for the year ended 31 December 2014 (continued)

31. Fair value measurements (continued)

31 December 2013

Level 1 Level 2 Level 3 Total
AED "0 AED 000 AED "0 AED Q0
Available-for-sale
Unquoted equities and funds
{Gross value) - - 657,309 657,309
Financial assets carried at
FVTPL
Assets held for trading 16,397 - 13,290 29,637
Investment properties - - 1.724 382 1,724,882
Investment properties
under development - - 351,172 351172
16,397 = 2,746,633 2,763,050

—_——

There were no transfers between the levels during the period. There are no financial liabilities which shoald
he measured at fair value and accordingly no disclosure is made in the above table.

32. Dividend

The Directors propose that a dividend of AED 101} million AED 5 fils per share (2013: AED 100 million,
AED 5 fils per share) 10 be paid to the Shareholders for the year 2014, The Directors also propose the Board
of Directors’ remuneration of AED 3 million (2013: AED 2 million).

The above 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.

At the annual general meeting held on 13 March 2014, the shareholders approved cash dividend of 5%
amounting o AED 10¢ million (AED 5 fils per share) for the year ended 31 December 2013 (2012: 5%,
AED 100 million). Shareholders also approved the Board of Directors’ remuneration of AED 2 million for
the year ended 31 December 2013 (2012: AED 17 million).

33.  Approval of the consolidated financial stalemenis

These consolidated financial statements were approved by the Board of Directors and authorised for
issue on 5 February 20135.



