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RAK PROPERTIES

Dear Shareholders,

The Board of Directors of RAK Properties PJSC has pleasure in submitting the consolidated financial
statements for the year ending 31* December 2021.

Principal Activities: RAK Properties continues to invest in the development and management of real estate
assets and it’s associated activities including but not limited to sales, leasing, facility management and
hospitality business.

Financial result: In 2021. RAK Properties achieved revenue of AED 516 million (2020 AED 243 million)
112% increase Yo', the company achieved a net profit of AED 201 million (2020 AED 114 million) with
an EPS of AED 0.10 (2020 AED 0.06). The Total comprehensive income for the year increased to AED
200 million vs AED 99 million in 2020.

RAK Properties improved revenue performance during 2021 due to Marbella Villa & Al Marsa Plot sales
that resulted increase in the net profit of the company as compared to previols year.

The total assets of the Contpany as at 31* December 2021 is AED 6.2 billion (2020 AED 5.8 billion), an
increase of 7% YoY.

Operational Achievements: During the year RAK Propertics continued investing in the development of
residential and hospitality properties.

The Marbella, beach front villa project, ready for handover now, consists of 207 villas with the premium
residential beachfront community in Hayat Island. Mina Al Arab.

The Julphar Residence, Reem Island, Abu Dhabi. a residential building comprise of 266 apartments is
approaching completion. The sales of this residential tower will commence in Q1 2022.

The InterContinental Ras Al Khaimah Mina Al Arab Resort & SPA, the notable 5 Star luxury
hospitality assets of RAK Properties is under snagging and will be opened shortly.

Anantara Mina Al Arab Resort, Ras Al Khaimah, the second 5 Star luxury hospitality assets of RAK
Properties is progressing as per approved development plan.

RAK Properties investment in two five start hotels and residential assets development is partly funded by
project finance facilities from commercial banks, with a medium and long term focus on recurring revenue
generation, capital appreciation and robust balance sheet. As part of the Corporate Strategy RAK Properties
also continue to invest in the infrastructure development in Mina Al Arab community with a view to
maximize the value of overall Mina Al Arab Flagship development, ultimately aiming to add value of the
investment made by the investors and customers.

In Our Mina Al Arab community power supply was connected with Etihad Water and Electricity which
reduce the utility charges of the customers and tenants Further, this encourages the investors and customers
to invest in our community.
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Outlook 2022:

RAK Properties enjoys a distinguished status in RAK emirate, devised & robust budget for the year 2022
with an expectation to enhance the company performance compared to 2021 with the support of all
stakeholders. RAK Properties allocated substantial funds for the development budget 2022, predominantly
in the Mina Al Arab community with a vision to maximize the asset of the compuny (o increase the revenue
generating along with adding value to the brand of RAK Properties PJSC and Mina Al Arab Community
as one of the most sought after destinations in UAE, where people aspire to live, work, relax and enjoy.

Directors:

Abdul Aziz Abdullah Al Zaabi - Chairman
Mohammad Ahmad Rugait Al Ali - Deputy Chairman
Sheikh Ahmed Omar Al Qassimi - Director
Abdallah Rashed Alabdouli - Director
Mohamed Ghobash Al Marri - Director

Yasser Abdulla Al Ahmad - Director
Mohamed Musabbeh Al Nuaimi - Directar
Auditors:

M/s. Emst & Young (EY) has been the auditor of the company, they are eligible for re-appointment and
have expressed their willingness to be re-appointed.

On bghalf of the Board,

e
I
Abdul AzizAbdullzh Al Zaabi
Chairman
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E I Emst & Young {Sharjah Branch} Tel: +971 6574 1491

s P.C. Box 350 ey.cam
Building a better City Gale Tower, Office No. 1402
working world Al [Hihad Street

Sharjah, Uniled Arab Emirates

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
RAK PROPERTIES PJSC

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of RAK Properties PISC (“the Company™} and its
subsidiaries (collectively referred to as “the Group”), which comprise the consolidated statement of
financial position as at 31 December 2021, and the consolidated statement of profit or loss, consolidated
statement of comprehensive income, consolidated statement of changes in equity, consolidated statement
of cash flows for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of the Group as at 31 December 2021, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs™).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the
audit of the consolidated financial statements of the year ended 31 December 2021. These matters were
addressed in the context of our audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. For each matter below,
our description of how our audit addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Audifor's Responsibilities for the Audit of the
Consolidated Financial Statements section of our report, including in relation to these matters,
Accordingly, our audit included the performance of procedures designed to respond to our assessment of
the risks of material misstatement of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial statements.

A member firm of Emst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

RAK PROPERTIES PJSC (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continned)

Key audit matter

How our audit addressed the key audit matter

Valuation of unquoted investments through other comprehensive income

The Group’s unquoted investments portfolio
identified as fair wvalue through other
comprehensive income amounted to AED
50,243 thousand at 31 Decemnber 2021 (2020:
AED 73,468 thousand) and the net fair value
loss recorded in the consolidated statement of
comprehensive income amounted to AED
1,866 thousand (2020: loss of AED 14,321
thousand), The Group measures its unquoted
investments at fair value (note 10).

The determination of fair value of these
unquoted investments is based on external
valuations.

We identified assessing the fair value of
unquoted investments measured at fair value
through other comprehensive income as a key
audit matter because of the degree of
complexity involved and significant judgment
exercised in determining the inputs used in the
valuation models,

We have performed the following procedures:

Obtained and inspected the valuation assessment
prepared by the external valuers;

Evaluated the external valuers’ qualifications,
experience and expertise in the investments being
valued and considered their objectivity,
independence and scope of work;

Assessed whether the valuation approach and
methods used are in accordance with the
established standards for wvaluation of the
properties and suitable for determining the fair
value.

On sample basis, we tested the inputs provided to
the external valuers by management;

We agreed the total valuation in the valuers report
to the amount reported in the consolidated
statement of financial position.

We involved our internal valuation specialist to
review valuation methodologies, key assumptions
and critical judgments used by comparing these
with market data, or other publicly available
information, on selected investments; and

We have assessed the disclosures made in the
consolidated financial statements in accordance
with the requirements of IFRSs.

Valuation of investment properties and investment properties under development
The Group owns a portfolio of investment We have performed the following procedures:

properties of AED 1,568,192 thousand (2020:
AED 2,475,237 thousand) and investment
propertics under development AED 65,197
thousand (2020: AED 311,642 thousand)
comprising commercial properties, residential
properties and various parcels of land. Net fair
value gain recorded in the consolidated statement
of profit or loss amounted to AED 2,552
thousand (202(: AED 31,085 thousand) (note 7
and note 8).

A member firm of Emst & Yeung Ghabal Limited

Obtained and inspected the valuation assessment
prepared by the external valuers;

Evaluated the external valuers’ qualifications,
experience and expertise and considered their
objectivity, independence and scope of work;
Assessed whether the valuation approach and
methods used are in accordance with the
established standards for valuation of the
properties and suitable for determining the fair
value.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

RAK PROPERTIES PJSC (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters fcontinued)

Key audit matter

How our zudit addressed the key audit matter

Valuation of investment properties and investment properties under development (continued)

These investment properties and investment
properties under development are stated at
their fair values as determined by independent
real estate valuers (“the valuers™) engaged by
the Group.

The valuation process involves significant
judgment in determining the appropriate
valuation methodology to be used, and in
estimating the underlying assumptions to be
applied. The valuations are highly sensitive to
key assumptions applied in deriving at the
significant unobservable inputs and a small
change in the assumptions can have a
significant impact to the valuation.

With the assistance of our internal valuation
specialist, we considered the reasonableness of
valuation methodologies and assumptions used in
the valuations for selected properties;

On sample basis, we tested the inputs provided to
the external valuers by management;

We agreed the total valuation in the external
valuers report to the amount reported in the
consolidated statement of financial position; and
Assessed the adequacy of the disclosures in the
consolidated financial statements including
disclosures regarding key assumptions which have
the highest effect in determination of the fair value,

Assessment of net realisable value of trading properties and trading properties under development

The Group has trading properties of AED We have performed following procedures:

26,114 thousand (2020: AED 61,881
thousand) and trading properties held under
development of AED 1,811,327 thousand
(2020: AED 722,041 thousand) as at 31
December 2021 (note 9 and note 12).
Impairment loss recorded in the consolidated
statement of profit or loss amounted to AED
1,647 thousand (2020: Nil) (note 23).

Trading properties and trading properties under
development are stated at the lower of their
costs and their net realisable values.

An assessment of the net realisable value of the
Group’s land held for sale is carried out at each
reporting date based on valuation exercise.

Further, management also assesses the net
realisable value of a portion of properties based
upon future sales plan.

The assessment of the fair value of these
properties involves significant judgment in
determining the appropriate methodology and
in estimating the underlying assumptions. It is
also dependent upon the management’s
estimation of future selling prices of these
properties.

A member fimn of Emst & Young Global Limited

Obtained and inspected the valuation assessment
prepared by the external valuers;

Evaluated the external valuers” qualifications,
experience and expertise and considered their
objectivity, independence and scope of work;
With the assistance of our intemal valuation
specialist, we considered the reasonableness of
valuation methodologies and assumptions used in
the valuations for selected properties;

On sample basis, we tested the inputs provided to
the external valuers by management;

We reperformed the arithmetical accuracy of the
determination of recoverable amounts and
assessing the reasonableness of any resulting write-
down;

Assessed the reasonableness of the Group's
estimated selling prices, by comparing them to,
recently transacted prices and prices of comparable
properties;

On sample basis, tested the net realisable value by
comparing cost to recent selling prices and
assessing the reasonableness of any resulting write-
down; and

We have assessed the disclosures made in the
consolidated financial statements to determine if
they are in accordance with the requirements of
IFRSs.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

RAK PROPERTIES PJSC {(continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Key Audit Matters (continued)

Key audit matter
Revenue recognition from sale of units

How our audit addressed the key audit matter

Revenue recognition frem sale of units require  We have performed following procedures:

significant judgements to be applied and

estimates to be made.

The Group assesses for each of its contracts with
customers, whether to recognise revenue over a
period of time or at a point in time based on the
consideration of whether the Group has created
an asset with no altemative use and whether the
Group has an enforceable right for payment
related to performance completed at any time
during the fife of the contract as disclosed in the
consolidated financial statements.

Where revenue is recognised over time, the
Group estimates total development and
infrastructure costs required to meet performarnce
obligations under the contract and recognises
proportionate revenue to the extent of satisfaction
of performance obligations as at the end of the
reporting period. Revenue recognition on sale of
units was assessed as a key audit matter due to
the significance of the assessment of satisfaction
of performance obligations and judgements made
in assessing the timing of revenue recognition.

Other Information

We obtained an understanding of the process
implemented by the Group for revenue recognition
and measurement in respect of sale of units.

We inspected a sample of contracts with customers
for sale of units and assessed management’s
identification of performance obligations and their
determination of whether revenue should be
recognised over a period of time or at a point in
time in accordance with the requirements of IFRS
15 Revenue from Contracts with Customers by
making reference to the terms and conditions
specified in the contracts.

We determined to what extent the resultant
performance obligations had been satisfied through
the inspection of supporting documentation.

For ongoing real estate developments, we
examined cost budgets and reviewed the projects’
completion percentages as a percentage of total
costs incurred. On a sample basis, we recalculated
the amount of revenue to be recognised.

We have assessed the disclosures made in the
consolidated financial statements to determine if
they are in accordance with the requirements of
IFRSs.

The Board of Directors are responsible for the other information. The other information comprises the
Directors Report and does not include the consolidated financial statements and our auditor’s report

thereon.

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

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent witls the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be

materially misstated.

A member firm of Emst & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
RAK PROPERTIES PJSC (continued)

Report on the Audit of the Consolidated Financial Statements (continued)

Other Information {(continued)
If, based on the work we have performed on other information obtained prior to the date of the auditor’s
report, we conclude that there is a material misstatement of this other information. We have nothing to

report in this regard.

When we read the Annual Report, if we conclude that there is a material misstatement therein, we are
required to communicate the matter to those charged with governance and take appropriate actions in
accordance with ISAs.

Responsibilities of Management and the Board of Directors for the Consolidated Financial
Statements

Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with IFRSs, and in compliance with the appiicable provisions of the Company’s
Articles of Association and UAE Federal Law No. (2) of 2015 (as amended), and for such internal control
as management determines is necessary 1o enable the preparation of consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Group's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

The Board of Diirectors are responsible for oversesing the Group’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with [SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of these
consolidated financial statements.

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

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

. Obtain an understanding of internat control relevant to the audit in order to design audit procedures

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

A member firm of Emsl & Young Global Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
RAK PROPERTIES PJSC (continued)

Report on the Audit of the Consolidated Financial Statements (continued)
Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements (continued)

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

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

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

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

We communicate with the Board of Directors, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in intemal control that we
identify during our audit.

We also provide the Board of Directors with a statement that we have complied with relevant ethical
requirements regarding independence, and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with the Board of Directors, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current year and are therefore the
key audit matters. We describe these matters in our auditors’ report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

A mamibrer firm of Emst & Young Glebal Limited
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
RAK PROPERTIES PJSC (continued)

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. (2) of 2015 (as amended), we report that for the year
ended 31 December 2021:

0
ii)

vi)

vii)

we have obtained all the information we considered necessary for the purposes of our audit;

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

the Company has matntained proper books of account;

the financial information included in the Board of Director’s report is consistent with the books of
account of the Company;

investments in shares and stocks during the year ended 31 December 2021 {if any), are disclosed in
note 10 to the consolidated financial statements;

note 26 reflects material related party transactions and the terms under which they were conducted;

based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Company has contravened during the year ended 31 December 2021,
any of the applicable provisions of the UAE Federal Law No. (2) of 2015 (as amended) or Articles
of Association of the Company which would materially affect its activities or its financial position
as at 31 December 2021; and

viii) note 23 reflects the social contributions made during the year ended 31 December 2021.

For Ernst & Young

Signed by:
Wardah Ebrahim
Partner

Registration No.: 1258

12 February 2022

Ras al Khaimah, United Arab Emirates

A member firm of Emst & Yaung Global Limiled



RAK Properties PISC and its subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
For the year ended 31 December 2021

2021 2020
Notes AED'000 AED'000
ASSETS
Non-current assets
Property and equipment 6 1,428,630 1,172,600
Investment properties T 1,568,192 2,475,237
Investment propertics under development 8 65,197 311,642
Trading properties under development 9 1,521,038 300,932
Investments 10 91,222 93,384
Trade receivables, prepayments and other receivables 11 511,162 212,491
5,185,441 4,566,286
Current assets
Trading properties under development 9 290,289 421,109
Inventories 911 699
Investments 10 9,087 12,832
Trading properties 12 26,114 61,881
Trade receivables, prepayments and other receivables 11 233,498 278,630
Bank balances and cash 13 468,978 454,373
1,028,877 1,229,524
TOTAL ASSETS 6,214,318 5,795,810
EQUITY AND LIABILITIES
Equity
Share capital 14 2,000,000 2,000,000
Statutory reserve 15 1,000,000 1,000,000
Other reserves 16 704,832 382,876
Retained earnings 402,578 527,927
TOTAL EQUITY 4,107,410 3,910,803
Non-current liabilities
Employees’ end-of-service benefils 17 3,038 3,970
Bank borrowings 18 771,161 461,826
Deferred government grants 7 402,859 461,028
Trade payable, accruals and other liabilities 19 33,040 31,009
1,210,098 957,833
Current liabilities
Bank borrowings 18 566,881 622,701
Trade payable, accruals and other liabilities 19 329,929 304,473
896,810 927,174
TOTAL LIABILITIES 2,106,908 1,883,007
TOTAL EQUITY AND LIABILITIES 6,214,318 5,795,810

These consolidated financial statements were approved by the Board of Directors, and authorised for issue on 12 February 2022 and
signed on their behalf by:

ol

Abdul dullah Al Zaabi Mohammed Al Tair—"
Chalr Acting Chief Executive Officer

The attached notes 1 to 31 form part of these consolidated financial statements.
10




RAK Properties PISC and its subsidiaries

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2021

2021 2020

Notes AED'000 AED 000
Revenue 20 515,624 243,499
Cost of revenue 21 (320,692) (159,321)
GROSS PROFIT 194,932 83,978
Other income 22 67,201 48,620
Selling. marketing and adminisirative expenses 23 (47,737) (39,655)
Net change in fair value of investment properties 7 2,552 31,085
OPERATING PROFIT 216,948 124,028
Dividend income 10 596 1.088
Net change in fair value of investmenis through profit or loss 10 {3,745) (2.830)
Provision for expected credit losses 11 {6,626) (570}
Finance income 7,013 10,794
Finance costs 24 {12,713) (18.988)
PROFIT FOR THE YEAR 201,473 113,522
Earnings per share atiributable to the owners of the Company
Basic and diluted eamnings per share (AED) 25 0.10 0.06

The attached notes | to 31 form part of these consolidated financial statements.

11



RAK Properties PISC and its subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2021

2021 2020
AED'000 AED'000

Profit for the year 201,473 113,522
Other comprehensive income:
Items that will not be reclassified to profit or loss in subsequent periods:
Net change in fair value of equity investments at fair

value through other comprehensive income (1,866) (14,321)
Other comprehensive loss for the year (1,866) (14.321)
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 199,607 99,201

The attached notes 1 to 31 form part of these consolidated financial statements.

12



RAK Properties PJSC and its subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2021

Share Statutary Retained Orther Total
capital reserve earnings reserves equity
AED'000 AED'000 AED0G0 AED 000 AED'000
At 1 January 2020 2,000,000 1.000,000 509.757 385,845 3.895,602
Profit for the year - - 113,522 - 113.522
Other comprehensive loss for the year - - - (14.321) (14.321)
Total comprehensive income for the year - - 113,522 {14,321) 99,201
Board of Directors’ remuneration - - (4,000} - (4,000)
Dividend paid to shareholders - - {80,000) - (80.000)
Transfer to other reserves (note 16) - - (11,352) 11,352 -
At 31 December 2020 2,000,000 1,000,000 527,927 382,876 3,910,803
Profit for the year - - 201,473 - 201,473
Other comprehensive loss for the year - - - {1,866) (1,866)
Total comprehensive income for the year - - 201,473 (1.866) 199,607
Board of Directors’ remuneration (note 26) - - (3,000) - (3,000)
Transfer to other reserves (note 16) - - {323,822) 323822 -
At 31 December 2021 2,000,000 1,000,000 402,578 704,832 4,107,410

The atiached notes 1 to 31 form part of these consolidated financial statements.




RAK Properties PJSC and its subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS
For the year ended 31 December 2021

Notes

OPERATING ACTIVITIES
Profit for the year

Non cash items:
Depreciation 6
Finance income
Finance cost 24
Dividend income
Net change in fair value of investments at fair value
through profit or loss
Gain on disposal of investments 22
Net change in fair value of investment propertics 7
Impairment of trading properties under development 9
Impairment of trading propertics 12
Loss on disposal of property and equipment
Expected credit losses on trade, contract and other receivablcs 11
Provision for employees’ end of service benelits 17
Income from government grant 22

Changes in working capital:
Trading properties
Trading properties under development
Trade receivables, prepayments and other receivables
Advances to suppliers and contractors
Inventories
Trade payable, accruals and other liabilities
Advance from customers
Employees’ end of service benefits paid 17

Net cash generated from operating activities

INVESTING ACTIVITIES

Additions to property and equipment 6
Interest received

Dividend received

Proceed from sale of property and equipment

Addition in investment Properties

Proceeds from disposal of investments at fair value

through profit or loss

Additions to investment properties under development 8

MNet cash used in investing activities

FINANCING ACTIVITIES

Dividend paid

Borrowings availed 30
Borrowings repaid 30

[nterest paid
Board of directors’ remuneration paid

Net cash generated from financing activities
NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at the beginning of the year 13

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 13

The attached notes 1 to 31 form part of these financial statements.

2021 2020
AED'060 AED'D00
201,473 113,522
10,032 10,705
(7.013) (10,794)
12,713 18,988
(596) (1,088)
3,745 2,830
(5,000) -
(2,552) {31,085
254 -
1,393 -
90) (h
6,626 570
950 616
(58,169} (43213)
163,766 59,047
35,767 36,937
75,018 (12,730)
304,937) (49,309)
46,610 20825
212) 59
25381 29,827
2,367 2,302
(1,882) 297
41,878 86,661
(266,063) {180,211)
7425 12.175
596 1,088
91 -
(478) -
5,296 459
9.431) (5,786)
(262,564) (172,275)
(129) (83.75%)
257,581 242,965
(75.934) (55,775)
(14,965) (26,912)
(3,000 (4.000)
163,553 72,523
(57.133) (13,091)
(19,814) (6,723)
(76,947) (19.814)
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RAK Properties PISC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

1 REPORTING ENTITY

RAK Properties PISC ("the Company"} is a public joint stock company established under Amiree Decree No. 5 issued
by the Ruler of the Emirate of Ras Al Khaimah on 16 February 20035 which commenced its operations on 2 June
2005. The Company is listed on the Abu Dhabi Securities Exchange, United Arab Emirates (UAE). The registered
office of the Company is P.O. Box 31113, Ras Al Khaimah, UAE.

The consolidated financial statements as at and for the year ended 31 December 2021 comprises the Company and
its subsidiaries (collectively referred to as “the Group™).

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

2 BASIS OF PREPARATION
(a} Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with Intemnational Financial
Reporting Standards {IFRS} as issued by the Iniernational Accounting Standards Board (IASB), applicable provision
of the Articles of Association of the Company and UAE Federal Law No. (2) of 2015 {as amended). Federal Law by
Decree No 32 of 2021, which repeals and replaces Federal Law No. (2) of 2015 (as amended) on Commercial
Companies, was issued on 20 September 2021, and is effective from 2 January 2022. The Group is in the process of
reviewing the new law and will apply the requirements thereof no later than one year from the date on which the new
Decree Law came into effect.

{b)  Basis of measurement

These consolidated financial statements have been prepared on the historical cost convention basis except for
investment properties, investment properties under development and investments, carried at fair value. Historical cost
is generally based on the fair value of the consideration given in exchange for goods and services.

{c)  Functional and presentational currency

These consolidated financial statements are prepared in United Arab Emirates Dirhams (*AED™), which is the
functional currency of the Company and presentation currency of the Group. All amounts have been rounded to the
nearest thousand, unless otherwise indicated.

(d) Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities controlled by
the Company and its Subsidiaries. The Subsidiaries of the Company are as follows:

Name of Subsidiary Parent Company in(c::::;:it‘i]:n Ownership interest
2021 2020
RAK Properties International Limited RAK Properties PISC  United Arab Emirates 100% 100%
Lagoon Marina Ship Management RAK Properties PISC  United Arab Emirates 100% 100%
and Operation L.L.C.
Intercontinental RAK Mina Al Arab  RAK Properties PJISC  United Arab Emirates 100% -
Resorts & Spa L.L.C*
RAK Properties Tanzania Limited RAK Properties Tanzania 100% 100%
International Limited
Dolphin Marina Limited RAK Properties Tanzania 100% 100%

Tanzania Limited

* Incorporated on 19 May 2021
The principal activities of the above Subsidiaries are investment and development of properties. property
management, marina management and related services.
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RAK Properties PISC and its subsidiaries

NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
At 31 December 2021

2 BASIS OF PREPARATION (continucd)
{d)  Basis of consolidation {(continued)

Subsidiaries

The Group re-assesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control
over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities. income and expenses
of a subsidiary acquired or disposed of during the year are included in the consolidated financial statements {rom Lhe
date the Group gains control until the date the Group ceases to control the subsidiary.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an equity transaction.

If the Group loses control over a subsidiary, it derecognises the related assets (including goodwill), liabilities, non-
controlling interest and other components of equity, while any resultant gain or loss is recognised in consolidated
statement of profit or [oss.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Significant accounting judgements and estimates

The preparation of the Group’s consolidated financial siatements requires management to make judgements and
estimates that affect the reported amounts of revenue, expenses, assets and liabilities and the accompanying
disclosures. Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of the assets or liabilities affected in future periods.

Judgements
In the process of applying the Group’s accounting policies, management has made the following judgements, which
have the most significant effect on the amounts recognised in the consolidaied financial statements:

(i) Revenue fiom contracts with customers

The Group applied the following judgements that significantly affect the determination of the amount and timing of
revenue from contracts with customers:

Determining the timing of vevenue recognition on the sale of property

The Group has evaluated the timing of revenue recognition on the sale of property based on a careful analysis of the
rights and obligations under the terms of the contract. The Group has concluded that contracts relating to the sale of
completed property are recognised at a point in time when control transfers. For contracts relating to the sale of
property under development, the Group recognises the revenue over a period of time as the Group’s performance
does not create an asset with alternative use. Furthermore, the Group has an enforceable right to payment for
performance completed to date. It has considered the factors that indicate that it is restricted (contractually or
practically) from readily directing the property under development for another use during its development. In addition,
the Group is, at all times, entitled to an amount that at least compensates it for performances completed to date. In
making this determination, the Group has carefully considered the contractual terms as well as local legislations.

The Group has determined that the input method is the best method for measuring progress for these contracts because
there is a direct relationship between the costs incurred by the Group and the transfer of goods and services to the
customer.

Principal versus agent considerations — services to tenants

The Group arranges for certain services provided 1o tenants of investment property included in the contract the Group
enters into as a lessor. The Group has determined that it controls the services before they are transferred to tenants,
because it has the ability to direct the use of these services and obtain the benefits from them. In making this
determination, the Group has considered that it is primarily responsible for fulfifling the promise to provide these
specified services because it directly deals with tenants’ complaints and it is primarily responsible for the quality or
suitability of the services. In addition, the Group has discretion in establishing the price that it charges to the tenants
for the specified services.

Therefore, the Group has concluded that it is the principal in these contracts. In addition, the Group has concluded
that it transfers control of these services over time. as services are rendered by the third-party service providers,
because this is when tenants receive and. at the same time, consume the benefits from these services.
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RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Significant accounting judgements and estimates (continued)

Judgements (continued)

(i) Revenue from contracts with customers {contintied)

Consideration of significant financing component in a contract

For contracts invalving the sale of property, the Group is entitled to receive an initial deposit. The Group concluded
that this is not considered a significant financing component because it is for reasons other than the provision of
financing to the Group. The initial deposits are used to protect the Group from the other party failing to adequately
complete some or all of its obligations under the contract where customers do not have an established credit history.

Cost to complete the profects

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

(i) Leases - Property lease classification — the Group as lessor

The Group has entered into commercial and residential property leases on its investment properly portfolio. The
Group has determined, based on an evaluation of the terms and conditions of the arrangements, such as the lease
term not constituting a major part of the economic life of the commercial property and the present value of the
minimum lease payments not amounting to substantially all of the fair value of the commercial property, that it retains
substantially all the risks and rewards incidental to ownership of this property and accounts for the contracts as
operating leases

(iii)  Classification of properties

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

Key sources of estimation uncertainty

The key assumptions concerning future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year, are described below. The Group based its assumptions and estimates on parameters available
wlhen the consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to imarket changes or circumstances arising that are beyond the control of
the Group. Such changes are reflected in the assumptions when they occur.

Valuation of investment properties and investnen! properties under development

The fair value of investment properties is determined by independent real estate valuation experts using recognised
valuaticn methods. These methods comprise the sales comparable method and discounted cash flow method. The
discounted cash flow method requires the use ol estimates such as future cash flows from assets (eomprising of selling
and leasing rates, future revenue streams, construction costs and associated professional fees, and financing cost, etc.),
targeted internal rate of return and developer’s risk and targeted profit. These estimates are based on local market
conditions existing at the end of the reporting period. Under the income capitalisation method, the income receivable
under existing lease agreements and projected future rental streams are capitalised at appropriate rates to reflect the
investment market conditions at the valuation dates. The Group’s undiscounted future cash flows analysis and the
assessient of expected remaining holding period and income projections on the existing operating assets requires
management to make significant estimates and judgements related to future rental yields and capitalisation rates.
Refer note 7 and note 8 for the fair valuation of investment properties and investment properties under development,
respectively.
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RAK Properties PISC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)
Key sources of estimation uncertainty {continued)

Estimation of net realisable value for trading properties and trading properties under development

The Group’s management reviews the trading properties and trading properties under development to assess
impairment, if there is an indication of impairment. In determining whether impairment losses should be recognised
in the profit or loss, the management assesses the current selling prices of the property units and the anticipated costs
for completion of such property units for properties which remain unsold at the reporting date. If the current selling
prices are lower than the anticipated total cost at completion, an impairment provision is recognised for the identified
loss event or condition to reduce the cost of development properties to its net realisable value.

Calculation of expected credit loss allowance:

The Group assesses the impairment of its financial assets based on the ECL model. Under the expected credit loss
model, the Group accounts for expected credit losses and changes in those expected credit losses at the end of each
reporting period to reflect changes in credit risk since initial recognition of the financial assets. The Group measures
the loss allowance at an amount equal to lifetime ECL for its financial instruments. When measuring ECL, the Group
uses reasonable and supportable forward looking information, which is based on assumptions for the future movement
of different economic drivers and how these drivers will affect each other. Loss given default is an estimate of the
loss arising on default. it is based on the difference between the contractual cash flows due and those that the lender
would expect to receive, taking into account cash flows from collateral and integral credit enhancements. Probability
of default constitutes a key input in measuring ECL. Probability of default is an estimate of the likelihood of default
over a given time horizon, the calculation of which includes historical data, assumptions and expectations of future
conditions.

Impairment of property and equipment and capital work in progress

The Group reviews its property and equipment and capital work in progress to assess impairment, if there is an
indication of impairment. In determining whether impairment losses should be recognised in the profit or loss, the
Group makes judgements as to whether there is any observable data indicating that there is a reduction in the carrying
value of property and equipment or capital work in progress. Accordingly, provision for impairment is made where
there is an identified loss event or condition which, based on previous experience, is evidence of a reduction in the
carrying value of property and equipment or capital work in progress.

Useful lives of property and equipment

The Group's management determines the estimated useful lives of its property and equipment for calculating
depreciation. This estimate is determined after considering the expected usage of the asset or physical wear and tear.
Management reviews the residual value and useful lives annually and future depreciation charge would be adjusted
where the management believes the useful lives differ from previous estimates.

Valuation af unguoted investments
Valuation of unquoted investments is normally based on one of the following:

*  Recent arm’s length market transactions;

+  The expected cash flows discounted at current rales applicable for the items and with similar terms and risk
characteristics; or

»  QOther valuation models

The determination of the cash flows and discount factors for unquoted equity investments requires significant
estimation. The Group calibrates the valuation techniques periodically and tests them for validity using either prices
from observable current market transactions in the same instrument or from other available observable market data,
Refer to note 29 for estimates applied and amount involved.
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RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Significant accounting judgements and estimates (continued)

Revenue recognition
Revenue is measured based on the consideration specified in a contract with a customer. The Group recognises
revenue when it transfers conirol over a good or service to a customer.

The Group recognises revenue based on a five-step model as set out in IFRS 15:

Step 1 Identify the contract(s) with a customer: A coniract is defined as an agreement between two or more parties
that creates enforceable rights and obligations and sets out the criteria for every contract thal must be met.

Step2  Identify the performance obligations in the confract: A performance obligation is a pramise in a confract
with a customer to transfer a good or service to the customer.

Step3  Determine the iransaction price: The transaction price is the amount of consideration o which the Group
expects to be entitled in exchange for transferring promised goods or service to a customer, excluding
amounts collected on behalf of third parties.

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

Step 3 Recognise revenue when (or as) the entity satisfies a performance obligation.

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

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

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

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

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

Revenues from the sale of properties
The Group enters into contracts with customers to sell property that are either completed or under development.

- Completed property
The sale of completed property constitutes a single performance obligation and the Group has determined that this
is satisfied at the point in time when control transfers.

- Under development property
For centracts relating 1o the sale of property under development, the Group is responsible for the overall
management of the project and accounts for such contracts as a single performance obligation. The Group has
determined that, for sale of under development property, its performance does not create an asset with alternative
use to the Group and it has concluded that, at all times, it has an enforceable right to payment for performance
completed to date. Therefore, control transfers over time for these contracts.

For contracts that meet the over time revenue recognition criteria, the Group's performance is measured using an
input method, by reference to the costs incurred to the satisfaction ol a performance obligation relative to the total
expected inputs to the completion of the property.

- Other consideration related to the sale of property
In determining the transaction price, the Group considers the effects of the existence of significant financing
components, non-cash consideration, and consideration payable to the customer (if any).

When a significant financing component is identifted, the Group is required to adjust the promised amount of
consideration for the effects of the time value of money. This is because the Group is required to recognise revenue
at an amount that refiects the price that the customer would have paid for the promised goods or services if the
customer had paid in cash for those goods or services when (or as) they transfer to the customer.

For sale of property, the Group is required to incorporate the element of significant financing compenent in the
trade and contract receivables recorded by the Group as the transaction implicitly gives a financing facility to the
customer to pay the amount in future. This is not considered to be a significant financing cownponent in sale of
property under development with customers as the period between the recognition of revenue under the cost-to-
cost method and the milestone payment is always less than one year.

19



RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Significant accounting judgements and estimates (continucd)
Revenue recoagnition (continued)

Facility management inconie
Revenue from services such as property management and facilities management is recognised in the accounting
period in which the services are rendered over the period of time.

Leasing income
Leasing income from operating leases is recognised on a straight-line basis over the lease term. Lease incentives
granted are recognised as an inlegral part of the total lease income. over the term of the [ease.

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

Coniract balances

Contract assels

A contract assel is the right to consideration in exchange for goods or services transferred to the customer. If the
Group performs by transferring goods or services to a customer before the customer pays consideration or before
payment is due, a contract asset is recognised for the eamed consideration that is conditional.

Trade receivables

A receivable represents the Group's right to an amount of consideration that is unconditional (i.e., only the passage
of time is required before payment of the consideration is due). Refer to accounting policies of financial assets under
the section Financial instruments — initial recognition and subsequent measurement.

Coniract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the Group has received
consideration {or an amount of consideration is due) from the customer. If a customer pays consideration before the
Group transfers goods or services 1o the customer, a contract liability is recognised when the payment is made or the
payment is due (whichever is earlier). Contract liabilities are recognised as revenue when the Group performs under
the contract,

Cost fo obtain a contract

The Group pays sales commission to its employees for contracts that they obtain to sell certain units of property and
capitalises the incremental costs of obtaining a contract that meet the criteria in [FRS 15. These costs are recognised
in the consolidated statement of profit or loss coinciding with the revenue recognition for such property.

Value added tax
Expenses and assets are recognised net of the amount of value added tax, except:

- When the value added tax incurred on a purchase of assets or services is not recoverable from the taxation
authority. in which case, the value added tax is recognised as parl of the cost of acquisition of the asset or as
part of the expense item. as applicable

- When receivables and payables are stated with the amount of value added lax included

The net amount of value added tax recoverable from, or payable to, the taxation authority is included as part of
receivables or payables in the consolidated finaneial statements.

Finance income

Finance income mainly comprises interest income on fixed deposits. Interest incowne is recognised in the consolidated
statement of profit or loss as it accrues, using the effective interest rate method (EIR). EIR is the rate that exactly
discounts the estimated future cash payments or receipt through the expected life of the financtal asset or liability to
the gross carrying amount of a financial asset or to the amortised cost of a financial liahility.
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RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Dividend income
Dividend income is recognised in the consolidated statement of profit or loss on the date on which the Group's right
to receive payment is established.

Property and equipment including capital work-in-progress

Recognition and measurement

Items of property and equipment are measured at cost, which includes capitalised borrowing costs, less accumulated
depreciation and any accumulated impairment losses. Such cost includes the cost of replacing part of the equipment
and borrowing costs for long-term construction projects if the recognition criteria are met.

IT significant parts of an item of property and equipment have different useful lives, then they are accounted for as
separate jtems of property and equipment

Any gain or loss on disposal of an item of property and equipment is recognised in profit or loss.

Subsequent expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits associated with the
expenditure will flow to the Group, When significant parts of equipment are required to be replaced at intervals, the
Group depreciates them separalely based on their specific useful lives. Likewise, when a major inspection is
performed, its cost is recognised in the carrying amount of the equipment as a replacement if the recognition criteria
are satisfied. All other repair and maintenance costs are recognised in consolidated statement of profit or loss as
incurred. The present value of the expected cost for the decommissioning of an asset after its use is included in the
cost of the respective asset if the recognition criteria for a provision are met.

Derecognition
An item of property and equipment and any significan! part initially recognised is derecognised upon disposal (i.e.,
at the date the recipient obtains controf) or when no future economic benefits are expected from its use or disposal.
Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds
and the carrying amount of the asset) is included in the consolidated statement of profit or loss when the asset is
derecognised.

Depreciation

Depreciation Is recognised in the consolidated statement of profit or loss on a straight-line basis over the estimated
useful life of each part of an item of property, plant and equipment. Land is not depreciated. The estimated useful
lives for the current and comparative periods are as follows:

Years
Buildings 20-25
Equipment 10
Furniture and fixtures 4
Computer and office equipment 4
Motor vehicles 4

Deprectation methods, useful lives and residual vaiues are reviewed at each reporting date and adjusted if appropriate.

Property and equipment including capital work-in-progress

Capital work-in-progress

Capital work-in-progress is stated at cost less accumulated impairment losses {refer accounting policy on
impairment), if any, until the construction is complete. Upon completion of construction, the cost of such asset
together with the cost directly attributable to construction are transferred lo the respective class of assets. No
depreciation is charged on capital work-in-progress.
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RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties and investment properties under development

Recoghition

Land and buildings owned by the Group for the purposes of generating rental income or capital appreciation or both
are classified as investment properties. Properties that are being consiructed or developed for future use as investment
propetties are classified as investment properties under development.

Measurement

Investment properties are initially measured at cost, including related transaction costs. Subsequent to initial
recognition, investment properlies are accounted for using lair value model. Any gain or loss arising from a change
in fair value is recognised in the consolidated stalement of profit or loss.

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

Transfer from trading properties to invesiment properties

Certain trading properties are transferred to investment properties when there is a change in the use of the properties.
Trading properties are transferred to investment properties at fair value on the date of transfer and gain arising on
transfer is recognised in profit or loss. Subsequent to initial measurement, such properties are valued at fair value in
accordance with the measurement policy for investnent properties. Any gain arising on this re-measurement is
recognised in profit or loss on the specific property.

Transfer from invesimen! properties 1o trading properties

Properties are transferred from invesiment properties to trading properties when there is a change in use of the
property. Such transfers are made at the fair value of the properties at the date of transfer and gain arising on transfer
is recognised in the statement of profit or loss. Fair value at the date of reclassification becomes the cost of properties
transferred for subsequent accounting purposes. Subsequent to the transfer, such properties are valued at lower of cost
or net realisable value in accordance with the measurement pelicy for trading properties.

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

Transfer from owner-occupied property to investment properties

When the use of a property changes fromn owner-occupied to investment property. the property is re-measured to fair
value and reclassified accordingly. Any gain arising on this re-measurement is recognised in profit or loss to the
extent that il reverses a previous impairment loss on the specific property, with any remaining gain recognised in
other comprehensive income and presented in the revaluation reserve. Any loss is recognised in the consolidated
statement of profit or loss.

Sule of investment properties

Certain investment properties are sold in the ordinary course of business. No revenue and direct / operating costs are
recognised for sale of investment properties. Any gain or loss on disposal or sale of investment properties (calculated
as the difference between the net proceeds from the disposal and carrying amount) is recognised in the consolidated
statement of profit or loss.

Trading properties and trading properties under development

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

The ainount of any write down of trading properties is recognised as an expense in the period the write down or loss
occurs. The amount of any reversal of any write down arising from an increase in net realisable value is recognised
in profit or loss in the period in which the increase occurs but only to the extent that the carrying value does not
exceed the actual cost.

Cost of trading properties is determined on the basis of specific identification of their individual costs. The
classification of trading properties under development as current and nen-current depends upon the expected date of
their comnpletion.

22



RAK Properties PISC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments
(i Classification and measurement

Financial assets

On initial recognition, a financial asset is classified as measured at amortised cost, fair value through other
comprehensive income ("FVOCI") or fair value through profit or loss ("FVPL"}, The classification of financial assets
under IFRS 9 is generally based on the Group’s business model in which a financial asset is managed and its
contractual cash flow characteristics. With the exception of trade receivables that do not contain a signilicant
financing component or for which the Group has applied the practical expedient are measured at the transaction price
determined under IFRS 15. Refer to the accounting policies in section revenue from centracts with customers.

A Tinancial asset is meusured at amortised cost il meets hoth of the fallowing conditions and is nat designated as al
FVPL:

=it is hebd within a business model whose abjective is to hold asscts © cotlect contractual cash 1lows: and
= ils contractual lerms give rise on specified dales 1w cash ows that are: solely: payinents ol principal and
imterest an the outstanding principal amount.

On initial recognition ol"an cquity investment that is not held Tor trading. the Group may irtevocably elect o present
stthsequent changes in the imvesinrent's Lair value in OCT. This eleetion is made on an imvestment-ba -investment basis.

All linuncial assets not classified as measwred atamortsed cost or FYOCH as deseribed aboye are measured i FVPLL.
On initial recognition. the Group may ivrevocably designate a financial assel that others ise mects e requirements
w be mcasured atamortised costor it FYOCT asat FVPLL i doing so eliminates or significantly reduces anaceounting
mismatelt that would otherwise arise,

A linancial assel (unbess it is a trade reecivable withouwt a signifieant linancing component that is initially measured
at the transaction price) is indtially measared at e value plus. o an iene not ot FVPLL transaction costs that are
directly atlributable to its acquisition,

Financial liabilities

Debt and equity instruments are classified as either financial Habilities or as equity instruments in accordance with
the substance of the contractual agreements. Financial liabilities within the scope of IFRS 9 are classified as financial
[iabilities at fair value through profit or loss, loans and borrowings, or as derivative instrument as appropriate. The
Group determines the classification of its financial liabilities at the initial recognition.

Trade payable, accruals and other liabilities
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Loans and borrowings

Term loans are initially recognised at the fair value of Lhe consideration received less directly attributable transaction
costs, After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the effective interest rate method. Gains and losses are recognised in the consolidated statement of profit ot loss
when the liabilities are derecognised as well as through the amortisation process,

(i) Subsequent measurement
The tollewing accounting policics apply to the subsequent measurement ol inancial assets and linancial liabilities.

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading, financial assets designated
upon initial recognition at fair value through profit or loss, or financial assets mandaterily required to be measured at
fair value. Financial assets are classified as held for trading if they are acquired for the purpose of selling or
repurchasing in the near term. Financial assets with cash flows that are not solely payments of principal and interest
are classified and measured at fair value through profit or loss, irrespective of the business model.

Notwithstanding the criteria for debt instruments to be classified at amortised cost or at fair value through OCI, as
described above, debt instruments may be designated at fair value through profit or loss on initial recognition if doing
so eliminates, or significantly reduces, an accounting mismatch.

23
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
(i)  Subsegtient measurement (continned)

Financial assets at fair value through profit or loss (continued)
Financial assets at fair value through profit or loss are carried in the consolidated statement of financial position at
fair value with net changes in fair value recognised in the consolidated statement of profit or loss.

Fquite instrrments af faiv value throught othwr comprehiensive ncome

These assets are subsequently measured at fair value. Dividends are recognised as income in the consolidated
statement of profit or loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other
net gains and losses are recognised in OCI and are never reclassified to profit or loss.

Finuncial assets of amortised cost

These assets are subsequently measured at amortised cost using the effective interest method, The amortised cost is
reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment losses arc
recognised in profit or loss. Any gain or loss on derecognition is recognised in consolidated statement of profit or
loss.

(ifi)  Impairment of financial assets

I'he Group recognises oo allowance lor expeeted credit losses (ECLsY T all debt instruments aot lield at Cair value
through prolit or loss. ECLs are based on the dilTerence between the contractual cash [lows due in accordance with
the contract and all the cash Tows that the Group expects to reecive. discounted at an approximation of the original
eltective interest rate. Thie expected cash (Tows will include cash (Tows [rom the sale of collateral eld or other credit
cnhuncements that are integral o the contractual ferms

The Group mcasures impairment allowances using the stmplified approach. Under this approach. the Group
categorises s (inaneial assets under a three stage approach o measure allowance [or eredit losses, using an expected
credit loss approach as required under FFRS 9. for the financial assets ihat are not measured at FVPL or FVOCT.
IFinancial assets migrate through three stages based on the change in eredit risk since initial recognition.

The theee=stage BCL madel is based on the change in credit quality of financial assels sinee initial recognition.

1. Under Stage 1. where there has not been a signilicant inerease ineredit risk since initial recognition. an amowmt
equal w 12 months ECL will be recorded.

2. linder Stage 2. where there has been a significant increase in credit risk sinee initial recognition but the

lnancial instruments are not considered as credit impaired. an amount equal (o the detanlt probabilit -weighted

lifetime ECL will be recorded.

3. Under the Stage 3. where there is objective evidenee ol impainment at the reporting datwe these linancial
instruments are classilied as credit impaired and an amount equal to the lifetime ECL will be recorded lor the
financial asscts.

The ECL model is forward looking and requires the use ol reasenable and supportable forecasts of future ceonumic
conditions in the determination of signilicant increases in credit risk and measurement of ECL. This includes both
quantitative and qualitative information aed anals sis. bused on the Group's historical experience and informed credit
assessment and including forward-looking information.

Measwement of FCL
The Group emplovs statistical models for ECE calenlations.

LCL are a probability-weighted estimate of credit losses. Credit losses are measured s the present value of all ¢ash
shortfalls (i.e. the ditference hetween the cash flows duce Lo the entity in aceordanee with the contract and the cash
Mowws that the Group expects W reeeive). BCL are discounted at the effective interest rate of the financial asset.

Credir-impaived financial assees

At cach reporting date. the Group assesses whether financial assets carried at amortised cost are credit impaired.

A linancial asset is 'credit-impaired’ when one or more events that have a detrimental impact on the estimated future
cash flows of the Anancial asset hay e occurred.

Presentation of impairimeat

Loss aflowances for linancial assets measured at amortised cost are deducted from the gross carnying amount ol the
assets,
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments (continued)
fiv)  Derecognition

Financial assets
A financial asset {or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e.. removed from the Group's consolidated statement of financial position) when:

- Therights to receive cash flows from the asset have expired: or

- The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay
the rcceived cash flows in full without material delay to a third party under a ‘pass-through’ arrangement:; and
either (a} the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered info a passthrough
arrangement, it evaluates if, and to what extenl, it has retained the risks and rewards of ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor transferred
control of the asset, the Group continues to recognise the transferred asset to the extent of its contjnuing involvement.
[n that case, the Group also recognises an associated liability. The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations that the Group has retained.

Financial lichifitics

Fhe Group derccognises a financial liability when, and ondy when, its contractual obligations are discharped.
cancelled or they expire. The Group alse derccognises a financial [iability when its terms are modilicd and the cash
Mows ol the modificd liahility are substantially different, in whicl case a new linancial Hability based on the moditicd
werms is recognised ar fate s alue. On derecognition ol a financial linbikity, the difterence behween the carrving amount
extingaished and the consideration paid {including any non-cash assets transferred or Habilitics assumced) is
recognised in the consolidated stalement of prafit ar loss.

v Offseiting

Financial asscts and (oancial liabilities are olTset and the net amount presented in the statement of financial position
il there is a legally coforceable right to set ofTthe amounts and there is an intension Lo settle them on a net basis or o
realise the asset and sertbe the liabilin stimultancously .

Segment reporting

Anoperating segment is a component of the Group that engages in business activities from which it may carn revenues
and incur expenses. including revenues and expenses that relate o transactions with wny of the Group™s other
components. The results of the operating sepments are reviewed regularly by the Board o Dircetors 1o make decisions
aboutl resources o be allocated o the segment and 1o assess its performanee. and for which discrew {inancial
inlormation is available.

Segmend results. assets and liabilities include items directly auributable 10 a segment as well as those that can be
allocated on a reasonable basis.

Scgment capital expenditure is the otal cost incurred during the year w acquire property. plut and equipment. costs
incurred for purchase of investment propertics or redevelopment ol existing investment propertics and costs imeurred
towards devetopment of propertics which are either intended o be sold or transferred 0 investment propertics.

Impairment of non-financial assets

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

Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable
amount of the cash-generating unit (*CGU™) to which the asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating units for which a reasonable and consistent allocation basis can
be identified.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment of non-financial asscts (confinued)

In assessing vaiue 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 asset, In determining
fair value [ess costs to sefl, recent market transactions are taken into account. If no such transactions can be identified,
an appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share
prices for publicly traded companies or other available fair value indicators. The recoverable amount of an asset or
CGU is the greater of its value in use and ils fair value less costs to sell. Value in use is based on the estimated future
cash flows, discounted to their present value using a discount rate that reflects current market assessments of the time
value of money and the risks specitic to the asset or CGU.

An impairment loss is recognised if the carrying amount of an asset or CGU is exceeds its recoverable amount.

Impairment losses are recognised in consolidated statement of profit or loss. An impairment loss is reversed only to
the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net
of depreciation or amortisation, il no impairment loss had been recognised.

Government grants

Government grants related to assets are initially recognised as deferred income at fair value if there is reasonable
assurance that they will be received and the Group will comply with the conditions associated with the grant. They
are then recognised in the consolidated statement of profit or loss as other income on a systematic basis upon the
fulfilment of conditions stipulated by the Government.

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

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets, which are
assets thai necessarily take a subsiantial period of time to gel ready for their intended use, are added to the cost of
those assets, until such time as the assets are subsiantially ready for their intended use, Borrowing costs consist of
interest and other cosis that an entity incurs in connection with the borrowing of funds.

All other borrowing costs are recognised in the consolidated income statement in the year in which they are incurred.

Provisions and aceruals

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

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

When some or all of the economic benefits required to setile a provision are expected to he recovered from a third
party, a receivable is recognised as an asset if it is virtually cerlain that reimbursement will be received and the amount
of the receivable can be measured reliably.

Employec benefits

Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed contributions into a
separate entity and has no legal or constructive obligation to pay further amounts,

UAE national employees of the Group are members of the Government-managed retirement pension and social
security benefit scheme pursuant to U.AE. labour law no. 7 of 1999. The Group is required to contribute 12.5% of
the “contribution calculation salary™ of payroll costs to the retirement benefit scheme to fund the benefits. The
employees and the Government contribute 5% and 2.5% of the “contribution calculation salary” respectively, to the
scheme. The only obligation of the Group with respect to the retirement pension and social security scheme is to make
the specified contributions.

Obligations for contributions to defined contribution plans are expensed as the related service is provided. Prepaid
contributions are recognised as an asset to the extent a cash refund or a reduction in future payments is available.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Em ployee benefits (continned)

Provision for employees’ end af service benefits

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

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

Short-term employee benefiis

Short-term employee benefits are expensed as the related service is provided. A liability is recognised for the amount
expected to be paid if the Group has a present legal or constructive obligation to pay this amount as a result of past
service provided by the employee and the obligation can be estimated reliably.

Directors’ remuneration

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

Foreign currency
Transactions in foreign currency are translated into the respective functional currencies of the Group companies at
the exchange rates at the dates of transactions.

Monetary assets and liabilities denominated in foreign currencies are translated into the functional currency at the
exchange rate at the reporting date, Non-monetary assets and liabilities that are measured at fair value in a foreign
currency are translated into the functional currency at the exchange rate when the fair value was determined. Non-
monetary items that are measured based on historical cost in a foreign currency are translated at the exchange rate at
the date of transaction. Foreign currency differences are generally recognised in profit or loss.

Foreign aperations
The results and financial position of all the foreign operations that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

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

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

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

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

Fair value measurement

The Group measures certain financial instruments such as financial assets at FVPL, and certain non-financial assets
such as investment properties at fair value at each reporting date, Fair value is the price thal would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.

The fair value measurement is based on the presumption that the transaction to sell the asset or transfer the liability
takes place either:

- In the principal market for the asset or liability; or
- Inthe absence of a principal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible by the Group.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continucd)

Fair value measurement (continued)

The fair value of an asset or a liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest. A fair value
measurement of & non-financial asset takes into account a market parlicipant's ability to generate economic benefits
by using the asset in its highest and best use or by selling it fo another market participant that would use the asset in
its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial statements are
categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant to
the fair value measurement as a whole:

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

- Level 2: Valuation technigues for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

= Level 3: Valuation techniques for which the lowest level input that is significant to the fair value measurement
is unobservable

If the inputs used o measure the fair value of an asset or liability might be categorised in different levels of the fair
value hierarchy, then the fair value measurement is categorised in its entirety in the same level of the fair value
hierarchy as the lowest level input that is significant to the entire measurement. For assets and liabilities that are
recognised in the consolidated financial statements at fair value on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by re-assessing categorisation (based on the lowest [evel input
that is significant to the fair value measurement as a whole) at the end of each reporting period.

The Group has an established control framework with respect to the measurement of fair values.

This includes a management team that has overall responsibility for overseeing all significant fair value
measurements, including Level 3 fair values. The management team regularly reviews significant unobservable inputs
and valuation adjustments.

External valuers are involved for valuation of significant assets, such as properties. If third party is used to measure
fair values, the management team discusses with the valuer the valuation techniques and inputs to use and assesses
the evidence obtained from the third party to support the conclusion that such valuations meet the requirements of
IFRS. including the level in the fair value hierarchy in which such valuations should be classified.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash in hand. bank balances and
short-term deposits with an original maturity of three months or less, that are readily convertible to a known amount
of cash and subject to an insignificant risk of changes m value.

For the purpose of the consolidated statement of cash Hows, cash and cash equivalents consist of cash and short-term
deposits, as defined above, net of outstanding bank overdrafis as they are considered an integral part of the Group's
cash management.

Inventorics

Inventories are stated at the lower of cost and net realisable value with due allowance for any obsolete or slow-moving
items. Costs are those expenses incurred in bringing each product to its present location and condition on a weighted
average cost basis. Net realisable value is the estimated selling price in the ordinary course of business, less estimated
costs of completion and the estimated costs necessary to make the sale.

Earnings per share

The Group presents basic and diluted earnings per share (“EPS7) data for its ordinary shares. Basic earnings per share
is calculated by dividing the profit or loss attributable to ordinary shareholders of the Group by the weighted average
number of ordinary shares outstanding during the period. Diluted earnings per share is determined by adjusting the
profit or loss attributable to ordinary shareholders and the weighted average number of ordinary shares outstanding
for the effects of all dilutive potential ordinary shares.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contfinucd)

Leases
The Group assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract conveys
the right to control the use of an identified asset for a period of time in exchange for consideration.

Short-term leases and leases of low-value assets

The Group applies the shori-term lease recognition exemption to its short-term leases (i.e., those leases that have a
lease term of 12 months or less from the commencement date and do not contain a purchase option). It also applies
the lease of low-value assets recognition exemption to leases of assets that are considered to be low value. Lease
payments on short-term |eases and leases of low-value assets are recognised as expense on a straight-line basis over
the lease term.

Group as a lessor

Leases in which the Group does not transfer substantially all the risks and rewards incidental to ownership of an asset
are classified as operating leases. Rental income arising is accounted for on a straight-line basis over the lease terms
and is included in the consolidated statement of profit or loss. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the leased asset and recognised over the lease term on the same
basis as rental income. Contingent rents are recognised as revenue in the period in which they are carned.

Current versus non-current classification
The Group presents assets and liabilities in the consolidated statement of financial position based on current/non-
current classification. An asset is current when it is:

- Expected to be realised or intended to be sold or consumed in the normal operating cycle

- Held primarily for the purpose of trading

- Expected to be realised within twelve months after the reporting period or

- Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for af least twelve
months after the reporting peried.

All other assets are classified as non-current.
A liability is current when:

- Itis expected to be settled in the normal operating cycle

- Itis held primarily for the purpose of trading

- Ttis due to be settled within twelve months after the reporting period or

- There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporling period

The Group classifies all other liabilities as non-current.

4 CHANGES IN ACCOUNTING POLICIES

New and amended standards and interpretations

The Group applied for the first-time certain new standards, amendments and interpretations, which are effective for
annual periods beginning on or after 1 January 2021. The Group has not carly adopted any standards, amendments or
interpretations that have been issued but are not yet effective.

Interest Rate Benchmark Reform — Phase 2: Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS I6

The amendments provide temporary reliefs which address the financial reporting effects when an interbank offered
rate (IBOR) is replaced with an alternative nearly risk-free interest rate (RFR). The amendments include the following
practical expedients:

¢ A practical expedient to require contractual changes. or changes to cash flows that are directly required by the
reform, to be treated as changes to a floating interest rate, equivalent to a movement in a market rate of interest

»  Permit changes required by IBOR reform to be made to hedge designations and hedge documentation without
the hedging relationship being discontinued

®  Provide temporary relief to entities from having to meet the separately identifiable requirement when an RFR
instrumnent is designated as a hedge of a risk component

These amendments had no impact on the consolidated financial statements of the Group. The Group intends to use
the practical expedients in future periods if they become applicable.
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4 CHIANGES IN ACCOUNTING POLICIES (continuedl)
New and amended standards and interpretations (continued)

Covid-19-Related Rent Concessions beyond 30 June 2021 Amendments to {FRS 16

On 28 May 2020, the JIASB issued Covid-19-Related Rent Concessions - amendment to IFRS 16 Leases The
amendments provide relief 1o [essees from applying IFRS 16 guidance on lease modificatien accounting for rent
concessions arising as a direct consequence of the Covid-19 pandemic. As a practical expedient, a lessee may elect
not to assess whether a Covid-19 related rent concession from a lessor is a lease modification. A lessee that makes
this election accounts for any change in lease payments resulting from the Covid- 19 related rent concession the same
way it would account for the change under IFRS 16, if the change were not a lease modification. The amendment was
intended to apply uniil 3¢ June 2021, but as the impact of the Covid-19 pandemic is continuing, on 31 March 2021,
the 1ASB extended the period of application of the practical expedient to 30 June 2022.The amendment applies to
annual reporting periods beginning on or after 1 April 2021. However, the Group has not received Covid-19-related
rent concessions, but plans to apply the practical expedient if it becomes applicable within allowed period of
application,

Standards, amendments and interpretations issued but not yet effective

The new and amended standards and interpretations that are issued, but not yet effective, up to the date of issuance
of the Group's consolidated financial statements are disclosed below; if they are expected to have an impact on the
Group’s consolidated financial statements. The Group intends to adopt these new and amended standards and
interpretations, if applicable, when they become applicable

- IFRS 17 Insurance Contracts

- Amendments to IAS 1: Classification of Liabilities as Current or Non-current

- Reference to the Conceptual Framework — Amendments to [FRS 3

- Property, Plant and Equipment: Proceeds before Intended Use — Amendments to [AS 16

- Onerous Contracts — Costs of Fulfilling a Contract — Amendments to IAS 37

- IFRS | First-time Adoption of International Financial Reporting Standards — Subsidiary as a first-time adopted
- IFRS 9 Financial Instruments — Fees in the * 10 per cent’ test for derecognition of financial liabilities

- IAS 41 Agriculture — Taxation in fair value measurements

- Definition of Accounting Estimates - Amendments to IAS 8

- Disclosure of Accounting Policies - Amendments to IAS 1 and IFRS Practice Statement 2

5 FINANCIAL RISK MANAGEMENT, OBIECTIVE AND POLICIES
The Group has exposure o the following risks from its use of financial instruments:

o (Credit risk;
»  Liquidity risk; and
e Market risk

This note presents information about the Group’s exposure to cach of the above risks, the Group’s objectives, policies
and processes for measuring and managing risk, and the Group’s management of capital.

The Board of Directors has overall responsibility for the establishment and oversight of the Group’s risk management
framework. The Group’s management is responsible for developing and monitoring the Group’s risk management
policies and report regularly to the Board of Directors on its activities. The Group’s current financial risk management
framework is a combination of formally documented risk management policies in certain areas and informal risk
management practices in others.

30



RAK Properties PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2021

5 FINANCLIAL RIS MANAGEMENT, OBJECTIVE AND POLICIES (continued)
(i) Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails 1o
meet its contractual obligations. The Group is exposed to credit risk in relation to its financial assets, mainly
investments, trade receivables, other receivables and bank balances.

The carrying amount of financial assets recorded in the consolidated financial statements, which is net of impairment
allowance. represents the Group's maximum exposure to credit risk. An allowance for impairment is made where
there is an identified loss event which, based on previous experience, is evidence of a reduction in the recoverability
of the cash flows,

The Group monitors all financial assets that are subject to impairment requirements to assess whether there has been
a significant increase in credit risk since initial recognition. If there has been a significant increase in credit risk, the
Group will measure the loss allowance based on lifetime ECL rather than 12-month ECL.

An analysis of the Group's credit risk exposure for trade, contract and other receivables has been disclosed in note
30.1.

(i)  Liquidity risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset. The Group’s approach to managing liquidity

is to ensure, as far as possible, that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses or risking damage to the Group’s reputation,

Ultimate responsibility for liquidity risk management rests with the Board of Directors, who have built an appropriate
liquidity risk management framework for the management of the Group’s short, medium and long-term funding and
liquidity management requirements. The Group manapges liquidity risk by maintaining adequate reserves, by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial assets and
liabilities. This is further explained in note 30,2.

(iii)  Market risk

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

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

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

b Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate because of changes in market interest
rates. The Group’s interest rate risk is subject to changes in EIBOR rates {note 30.4).

¢ Egquity price risk
The Group is exposed to equity securities price risk through investments held by the Group and classified as equity
instrument at fair value {note 30.3).

(iv) Capital management

For the purpose of the Group's capital management, capital includes issued share capilal, statutory reserve, general
reserve, fair value reserve and retained earnings.

The Group's pelicy is to maintain a strong capilal base so as to maintain investor, creditor and market confidence and
to sustain future development of the business. Management monitors the return on capital, as well as the level of
dividends to ordinary shareholders. No changes were made in the objectives, policies or processes during the year.

The Group's management reviews the capital structure on a regular basis. As part of this review, the management
considers the cost of capital and the risks associated with capital, The Group manages its capital struciure and makes
adjustments to it in light of changes in economic conditions, its business model and risk profile. The Group targets to
maintain the net worth above AED 3,500,000 thousand and leverape ratio below 1. Leverage ratio as at 31 December
2021 is 0.3 (31 December 2020: leverage ratio of 0.3),
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6 PROPERTY AND EQUIPMENT

Furninwe Computer Capriral
ahd and office Norer work -in-
Leanels Buildings fixtures cquipment velticles progiess Tatal
AERY 000 D 0o LLEDY 006 AED N0 LLED 000 D 00N AED U
Cost;
Asal | Januars 2020 280,734 166.291 4450 4RO 1.200 355437 RI6.919
Additions - 607 333 333 41 18-L6v4d 186.210
Transter from invesiment propertics (note 7) 230,633 - - - - - 236.633
Transler from investment propertics
under development (note 8} - - - - - 8109 8.1uy
Disposals - - - {389y - - (389}
AL 3 December 2020 $17.367 160.89% 4.7%9 8747 1241 348.240 £247.282
Additions - 2330 67 642 - 263.024 266.063
Transfers 44.231 - (44231 -
Disposals - - - 2 +12) - 14
At 31 Decembher 2421 361,398 169,228 4,856 9,387 8249 767,033 1,512,931
Accumulated depreciation:
As ul | Januars 2020 - 32313 4.322 6.904 1.025 - 61300
Charge lor the year - 9.61Y 64 932 70 - 10.705
isposals - - - (589) - - (389)
AL 3T Decenmber 20720 - 61.4934 -1.386 7.267 1.095 - 74.082
Charge for the year - 9129 141 697 63 - 104132
Disposals - . - {1} 12) - (13}
At 31 December 2021 - 71,063 4.527 7963 748 - 84,301
Net book vulue:
As at 31 December 2021 561,598 98,165 329 1424 81 767033 [,428,630
As at 31 December 2020 317.367 104964 403 1.480 146 348.240 1.172.600
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6 PROPERTY AND EQUIPMENT {continued)

The depreciation charge has been allocated as follows:

2021 2020
AED 000 AED 000
Cost of sales 1,550 1.356
Selling, marketing and administrative expenses (note 23) 8,482 9.349
At 31 December 10,032 10,705

At 31 December 2021 the cost of fully depreciated property and equipment that was still in use amounted to
AED 11,499 thousand (2020: AED 11,311 thousand).

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

Capital work-in-progress represents expenditure incurred on the construction of hotels, which are intended to be used
according to the Group’s relevant business model. The construction work on these hotels are ongoing at the reporting
date and management expects to start the operation of these hotels in FY 2022-23. Capital work in progress includes
borrowing cost capitalised during the year amounting to AED 26,839 thousand (2020: AED 24.463 thousand),
calculaled using an average capitalisation rate of 3.80% (2020: 3.83%).

In previous year, the management had reassessed the use of certain investment properties and investment properties
under development. Accordingly, properties with a cost of AED 244.742 thousand had been transferred to property
and equipment in previous year as they are now owner-occupied.

Certain items of property and equipment are mortgaged against bank borrowings (note 18).

7 INVESTMENT PROTERTIES

2021 2020

AED '000 AED 000
At T January 2,475,237 2.649.325
Change in fair value 2,552 31,085
Transfer from investment properties under development (note 8) 255,876 -
Transfer {to) / from trading properties under development (note 9) (1,164,559) 87.898
Transfer to trading properties (note 12) (914) {56,438)
Transfer to property and equipment (note 6) - {236,633)
At 31 December 1,568,192 2.475.237

Investment property comprises land parcels and a number of residential and commercial properties that are leased to
third parties. The Group has no restrictions on the realisability of its investment properties no contractual obligations
to purchase, construct or develop investment properties or for repairs, maintenance and enhancements.

2021 2020
AED 060 AED 000
Rental income derived from investment properties {(note 20) 28,649 28,039
Direct operating expenses {including repairs and maintenance)} generating
rental income (included in cost of sales) (1,193} 2.311)
Profit arising from investment properties carried at fair value 27,456 25,728
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7 INVESTMENT PROPLERTILS {¢ontinued)

Description of the valuation technigues used and key inpuis to the valuation of Investment Properties

The fair values of the investment properties are arrived on the basis of a valuation carried out by independent valuers
not connected with the Group. The valuers are members of professional valuers’ associations and have appropriate
qualifications and experience in the valuation of properties at the relevant locations.

A valuation model recommended by the International Valuation Standards Committee has been applied which is
consistent with the principles of IFRS 13, In estimating the fair value of the investment properties, the highest and
best use of the properties is their current use.

The fair value measurement for all of the investment properties has been categorised as Level 3 fair value based on
the inpuls to the valuation technique used. The value of the investment properties has been determined through
analysis of the following:

Valuation technique underlying management’s estimation of

fair value

Significant unobservable inputs

Discounted cash flow method

The fair value is estimated using assumptions regarding the
benefits and liabilities of ownership over the asset’s life
including an exit or terminal value. This method involves the
projection of a series of cash flows on a real property interest.
To this projected cash flow series, amarket-derived discount rate
is applied to establish the present value of the income stream
associated with the assel. The exit yield is normally separately
determined and differs from the discount rate.

Sales comparable method

This method involves analysing sales and asking prices of
similar units and comparing these to the subject property.
Comparative analysis isolates similarities and differences in the
property rights appraised, market conditions, size, location and
physical features.

Based on the type and location of the property, the
value of each of the properties has been determined
by assuming discount rates of 11%to 12% and exit
cap rates of 8% to 8.3% (discounted cash flow
method).

The Ffair value for the properties valued under the
discounted cash flow method are sensitive to the
change in the above factors.

Prices of land parcels range from AED 4 per square
foot to AED 1,289 per square foot.

Prices of commercial properties range from
AED 300 per square foot to AED 1,667 per square

foot.
Investment properties are Jocated in United Arab Emirates.

The Government of Ras Al Khaimah had granted certain plots of land with an aggregate area of 66,977 thousand
square feet on the condition that these lands undergo development.

The Group has accounted for the portion of land granted as deferred government grant. This deferred government
grant will be released on the fulfilment of the conditions stipulated by the Government and is based on the progress
of development activities. During the current year, management has recognised AED 358,169 thousand
(2020: AED 45,213 thousand) 1o the consolidated statement of profit or loss. Remaining amount of deferred
government grant as at 31 December 2021 is AED 402,859 thousand (2020: AED 461,028 thousand).

In previous year, the management had reassessed the use of certain trading properties. In the view of the Board of
Directors, these properties with an associated cost of AED 33,900 thousand will generate rental revenue for the Group.,
Accordingly, the value of such properties had been transferred to investment properties during the year ended 31
December 2020,

During the year the management has reassessed the use of certain investment properties, In the view of the Board of
Director, these properties with an associated cost of AED 1,164,559 thousand will be developed and directly sold.
Accordingly, the value of such properties has been transferred to trading properties under development during the
year ended 31 December 2021 (2020 : Nil),

Certain items of investment properties are mortgaged against bank borrowings (note 18).
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8 INVESTMENT PROPERTIES UNDER DEVELOPMENT

2021 2020
AED '000 AED 000
At 1 January 311,642 312,573
Cost incurred 9,431 7178
Transterred to investment properties (noted 7) (255,876) -
Transferred to property and equipment {note 6) - (8,109)
At 31 December 65,197 311,642

Cost incurred include borrowing cost capitalised amounted to AED 1,368 thousand (2020: AED 1,392 thousand),
calculated using an average capitalisation rate of 3.81% (2020: 4.53%).

Investment properties under development are located in United Arab Emirates.

Description of the valuation techniques used and key inpuits to the valuation of Investment Properties under
Development

The fair values of the investment properties under development are amrived at on the basis of a valuation carried out
by independent valuers. The valuers are members of professional valuers™ associations and have appropriate
qualifications and experience in the valuation of properties at the relevant locations.

A valuation model recommended by the International Valuation Standards Committee has been applied which is
consistent with the principles of [FRS 13. In estimating the fair value of the investment properties, the highest and
best use of the properties is their current use.

The fair value measurement for all of the investment properties under development has been categorised as Level 3
fair value based on the inputs to the valuation technique used. The value of the investment properties under
developiment has been determined through analysis of the following:

Valuation technique underlying management’s estimation of

fair value Significant unobservable inputs

Discounted cash flow method

The fair value is estimaled using assumptions regarding the Based on the type and location of the property, the
benefits and liabilities of ownership over the asset’s life value of each ofthe propertics has been determined
including an exit or terminal value. This method involves the by assuming discount rates of [ 1% to 12% and exit
projection of a series of cash flows on a real properly interest. rates of 8% to 8.5%.

To this projected eash flow series, a market-derived discount rate

is applied to establish the present value of the income stream The fair value for the properties valued under the
associated with the asset. The exit yield is normally separately discounted cash flow method are sensitive to the
determined and differs from the discount rate. change in the above factors.

Sales comparable method

This method involves analysing sales and asking prices of Prices ranges from AED 135 per square foot to
similar units and comparing these to the subject property. AED 177 per square foot.

Comparative analysis isolates similarities and differences in the

property rights appraised, market conditions, size, location and

physical features.

Certain items of investment properties under development are mortgaged against bank borrowings {note 18).
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9 TRADING PROPERTIES UNDER DEVELOPMENT

At | January

Cosl incurred

Cost of properties sold

Transfer from / (1o} investment properties under development {note 7)
Impairment

Transfer to trading properties (note 12)

At 31 December

Inside UAE
Qutside UAE

Less: classified as current assets

Classified as non-current assets

2021 2020
AED '000 AED 000
722,041 797,207
152,862 102,421
(227,881) (59,010
1,164,559 (87.898)
(254) -
- (30,679)
1,811,327 722,041
2021 2020
AED "000 AED 000
1,795,224 705,684
16,103 16,357
1,811,327 722,041
(290,289) (421,109)
1,521,038 300,932

The net realisable value of the trading properties under development are arvived at on the basis of a valuation carried
out by independent valuers. The valuers are members of professional valuers’ associations and have appropriate

qualifications and experience in the valuation of properties at the relevant locations.
A valuation model recommended by the International Valuation Standards Committee has been applied.

Certain items of trading properties under development are morigaged against bank borrowings (note 18).

Trading properties under development include lands held for future development and use amounting to AED
1,509,922 thousand (2020: AED 351,789 thousand} based on the business plans approved by the Board of Directors,

management is currently evaluating feasibility of the projects and considering alternative viable options.

Cost of revenue of AED 227881 thousand (2020: AED 59,010 thousand) has been recognised in the consolidated

statement of profit or loss.

10 INVESTMENTS

Non-current investmenis
At fair value through other comprehensive income
Investments within UAE
Unquoted equity investments

Investments outside UAE
Unquoted equity investments
Unquoted real estate funds
Quoted securities

2021 2020
AED 000 AED 000
4,374 3.689
19,421 23,989
26,448 43,790
40,979 19,916
91,222 93,384
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10 INVESTMENTS (continued)

2021 2020
AED '060 AED 001
Current investments
At fair value through profit or loss
Investments within UAE
Quoted securities 2,975 3,663
Investments outside UAE
Unquoted equity investments 6,112 9,169
9,087 12,832

The Group has not purchased any new investments during the year ended 31 December 2021 (2020: Nil).

During the year, dividend income received from these investments amounted to AED 596 thousand (2020: AED 1,088
thousand).

A reconciliation of investments measured at fair value based on significant unobservable inputs (level 3 fair value) is
as follows;

2021 2020
AED *000 AED 000

At I January 82,637 90,859
Disposals (297) -
Change in fair value, net {25,983) (8.222)
At 31 December 56,355 82,637
The details of valuation technigues and assumptions applied {or the measurement of fair value of investments we
mentioned in note 249,
11 TRADE RECEIVABLES, PREPAYMENTS AND OTIHER RECEIVABLES

2021 2020

AED 060 AED 000

Trade receivables {note 20) 244,055 286,260
Advances to suppliers and contractors 68,741 115,351
Contract assets {note 20) 417,655 66,315
VAT receivable 5,512 4,242
Other receivables 25,114 28,744

761,077 500,912
Less: Provision for expected credit losses {16,417) (9,791)

744,660 491,121
Less: Non-current portion (511,162) (212,491)

233,498 278,630

Advances to suppliers and contractors includes amounts advanced to a related party of AED 779 thousand (2020:
AED 35,142 thousand) (note 26).

Trade receivables is backed by post-dated cheques amounting to AED 209,657 thousand (2020: AED 251,113
thousand)
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11 TRADE RECEIVABLES, PREPAYMENTS AND OTHER RECEIVABLES (continuwed)

2021 2020
AED 060 AED '000
Movements in provision for expected credit losses:
At 1 January 9,791 9,221
Provision for impairment allowance (note 23) 6,626 570
Write-off - -
At 31 December 16,417 9,791
The ageing analysis of gross trade receivable is as follows:
Neither Past due but not impaired
pas! due
nor 0-30 30-60 60-90 >90
Total impaired days days days days
AED 000 AED 000 AED 000 AED 000 AED 000 AED ‘000
2021 244,055 196.225 37,549 2,011 466 7,804
2020 286,260 235,430 26,684 2,083 8,854 13,209
Reter note 341 Jor details on associated credit risks against the above rade and other receivables
12 TRADING PROPERTIES
2021 2020
AED *000 AED '000
At 1 Jannary 61,381 42,380
Transferred from investment properties (note 7) 214 56,438
Transferred from advance to suppliers 17,403 -
Cost incurred 341 -
Cost of properties sold (53.032) (67,616)
Impairment (1,393) -
Transferred from trading properties under development (note 9) - 30,679
At 31 December 26,114 61,881
2021 2021
AED 000 AED '000
Inside UAE 10,104 61,881
Qutside UAE 16,010 -
Classified as current assets 26,114 61,881

The net realisable value of the rading properties are arrived at on the basis of a valuation carried out by independent
valuers. The valuers are members of professional valuers’ associations and have appropriate qualifications and
experience in the valuation of properties at the relevant locations.

During the year, Board of Dircctors decided o write down net realisable value amounting to ALED 1393 thausand in
current vear {2020: Wil based on an independent valuation of net realisable value of trading propertics under
development.

Certain items of trading propertics are martgaged against bank borrowings (note 18).
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13 BANK BALANCES AND CASI

2021 2020
AED '000 AED 000
Cash in hand 17 20
Bank balances:
- Current accounts 25,108 10,900
- Call accounts 713 185
- Current accounts — unclaimed dividends 43,140 43,268
- Tenn deposits 400,000 400,000
468,978 454,373

For the purpose of consolidated statement of cash flows, cash and cash equivalent consist of:

2021 2020
AED '000 AED 000
Cash in hand and at Bank 468,978 454,373
Less: Current accounts — unclaimed dividends (43,140) {43.268)
Less: Bank overdraft (note 18) (502,785) (430,919)
Cash and cash equivalent at the end of the year {76,947) (19,814)

Current accounts - unclaimed dividends will be utilised only for the payment of dividend and cannot be used for any
other purposes.

Bank balances include term deposits amounting to AED 400,000 thousand ¢2020: AED 400,000 thousand) with a
maturity period of more than three months. The effective average interest rate on deposits is 0.2 % to 1.75% per
annum (2020: 1.5 % to 2% per annum). Term deposits amounting to AED 400,000 thousand are under lien against

bank borrowings (note 18).

14 SHARE CAPITAL

2021 2020
AED 000 AED 000
Authorised, issued and fully paid up
2,000,000,000 shares (2020: 2,000,000.000 shares)
of par value of AED 1 each 2,000,000 2.000.000

13 STATUTORY RESERVE

In accordance with UAE Federal Law No. (2) of 2015 (as amended) and the Company’s Articles of Association, 10%
of net profit for the year is required to be appropriated to statutory reserve until the reserve equals 50% of paid up
share capital of the Company. The reserve is not available for distribution except in the circumstances stipulated by
the law. No transfer was made to statutory reserve during the current year and for the year ended 31 December 2020
as the balance in the reserve has reached 50% of paid up share capital of the Company.
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16 OTHER RESERYES

At 1 January 2020

Other comprehensive income for the year
Total comprehensive income for the year
Transfer from retained earnings

At 31 December 2020

Other comprehensive income for the year
Total comprehensive income for the year
Transfer {rom retained earmnings

At 31 December 2021

Nature and purpose of other reserves

General reserve

General Development Fair value
reserve reserve reserve Total
AED'000 AED’000 AED AED
601,948 - (216,103) 385,845
- - (14.321}) (14,321)
- - (14,321} {14,321}
11,352 - - 11,352
613,300 - (230,424) 382,876
- - (1,866} (1,866}
- - (1,866) (1,866)
20,147 303,675 - 323,822
633,447 303,675 (232,290} 704,832

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

Board of Directors.

Development reserve

In accordance with the Company’s Articles of Association and pursuant to the approval of the Board of Directars, a
development reserve has been created during the year which will be utilised for future development and maintenance
of facilities at various properties owned by the Group. Accordingly. the management has transferred an amount of
AED 303,675 thousand from retained earnings to development reserve during the current year (2020: Nil).

Fair value reserve

Fair value reserve represents the net unrealised gains or losses that are recognised on the financial assets at FVOCI.

17 EMPLOYEES' END OF SERVICE BENEFITS

At I January
Charge for the year
Payments made during the year

At 31 December

2021 2020
AED 000 AED '000
3,970 3,650
950 616
(1,882) (296)
3,038 3,970
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18 BANK BORROWINGS

2021 2020
AED 000 AED 000
Term loan 835,257 653,608
Bank overdrafi (note 13) 502,785 430,919
Total borrowings 1,338,042 1,084,527
Less: current portion (566,881) (622,701)
Non-current portion 771,161 461,826

The Group has obtained overdraft facility of AED 540,000 thousand {2020; AED 540,000 thousand) from commercial
banks. Interest on the overdraft, which is secured by term depaosits, is 0.5% over such term deposit rates. Further, for
unsecured bank overdraft, interest is computed at a fixed margin + 3 months (EIBOR). The balance outstanding as at
31 December 2021 amounted to AED 502,785 thousand (2020: AED 430,919 thousand).

The cverdraft facility of the Group is secured by:

*  Lien over fixed deposit for AED 400,000 thousand held with the bank in the name of the borrower (note 13):
*  To route funds 1.5 times of the net clean limit utilised under the overdraft. {On 31 December 2021, the net
clean limit utilised was AED 94,369 thousand (31 December 2020: AED 33,853 thousand).

The Group has obtained the following loans:

¢ Term loan of AED 358,000 thousand {rom a commercial bank to finance the construction of the hotel project.
This facility is repayable in 28 quarterly step up instalments for a period of 3 years 3 months from the date of
first drawdown and carries an interest rate of 3 months EIBOR + fixed margin. The outstanding balance at 31
December 2021 amounted to AED 320,410 thousand (2020: AED 209,064 thousand). Available drawdown
limit on 31 December 2021 amounted to AED 37,590 thousand (2020: AED 148,936 thousand).

* Term loan of AED 116,000 thousand from a commercial bank for the construction of a residential property.
This facility is repayable in 6 half yearly instalments commencing 2 years 6 months from the date of first
drawdown and carries an interest rate of fixed margin over | month EIBOR. The outstanding balance at
31 December 2021 AED 82,294 thousand {2020: AED 76,868 thousand). Available drawdown limit (net of
repayment) of 31 December 2021 amounted to AED 10,384 thousand (2020; AED 19,799 thousand).

¢  Term loan facility of AED 250,000 thousand from a commercial bank to finance the construction of the hotel
project. The facility is repayable in 30 equal quarterly instalments for a period of 2 years  months from the
date of first drawdown and carries an interest rate of fixed margin over 3 months EIBOR. The outstanding
balance at 31 December 2021 amounted to AED 112,957 thousand (2020: AED 73,627 thousand). Available
drawdown limit on 31 December 2021 amounted to AED 137,043 thousand (2020: AED 176,373 thousand).

*  Term loan from a commercial bank to finance the construction of the specified projects. The total facility is
AED 121,753 thousand. This facility is repayable in 32 quarterly step up instalinents with 30% balloon
payment at maturity, commencing 90 days after the end of last drawdown or ninth quarter from the first
drawdown date, whichever is earlier and ending on the final maturity date. The facility carries an interest rate
of fixed margin over 3 months EIBOR. The outstanding balancc at 31 December 202! amounted to
AED 113,993 thousand (2020: AED 119,303 thousand). There is no available drawdown limit (net of
repayment) as on 31 December 2021 (2020: Nil).

o  Term loan facility of AED 185,000 thousand from a commercial bank to finance the construction of residential
villas project. The facility is repayable in 19 equal quarterly instalments commencing 2 years 6 months from
the date of first drawdown and carries an interest rate of fixed margin over 1 months EIBOR. The outstanding
balance at 31 December 2021 amounted to AED 162,999 thousand (2020: AED 65,507 thousand). Available
draw down limit on 31 December 2021 AED 22,001 thousand {2020: AED 119,493 thousand).

e Term loan facility of AED 67,000 thousand [rom a commercial bank to finance the construction of residential
project. The facility is repayable in 32 equal quarterly instalments commencing 2 years 3 months [rom the date
of first drawdown and carries an interest rate of fixed margin over 3 months EIBOR. The outstanding balance
at 31 December 2021 amounied to AED 42,604 thousand (2020: AED 55,914 thousand). There was no
available draw down limit {net of repayment) on 31 December 2021. {2020;: AED 11.086 thousand).
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I8 BANK BORROWINGS (continued)

As al 31 December 2021, the Group is subject to compliance with certain financial covenants, such as maintenance
of certain restrictive covenants including maintaining Debt to EBITDA ratie. The Group has complied covenants
mentioned in those agreements in the current year.

Loans are secured against the following:

» Legal mortgage of land and buildings of specific properties included in property and equipment. investment
properties, investment properties under development, trading properties under development and trading
properties {(note 6, 7. 8 and 12))

*  Assignment of insurance over the mortgaged properties in favour of the bank.

¢ Assignunent of guarantees from the main contractor/consiruction contracts under the project duly assigned in
favour of the bank.

+  Assignment of revenues from the hotel projects financed by the banks.

¢ Assignment of revenues from sale of apartments and rental revenues from the apartments financed by the bank.

e Pledge of project account opened with the bank for receiving the project receipts froin buyers.

19 TRADE PAYABLE, ACCRUALS AND OTHER LIABILITIES

2021 2020

AED 000 AED 000
Trade payables 100,279 64,822
Project accruals 40,906 80,855
Contract liabilities (note 20) 37,388 35,023
Unclaimed dividends 43,140 43,268
Other payables and accruals 141,256 111,514
At 31 December 362,969 335,482
Less: Non-current portion (33,040) {31.009)
Current portion 329,929 304,473

Trade payables includes amounts due to a related party of AED 52,122 thousand (2020: AED 34,258 thousand)
{nole 26).

20 REVENLLE

2021 2020

AED 000 AED 000
Type of revenue from contracts with customers
Sale of properties 459,647 186,743
Facility management income 26,013 25,430
Forfeiture income 1,315 3,287
Totel revenue from contracts with customers 486,975 215,460
Other operating income
Leasing income (note 7) 28,649 28,039
Total revenue 515,624 243,499
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20 REVENULE (continued)

2021 2020
AED 000 AED 000
Timing of revenue recognition
Recognised at a point in time 66,596 105,858
Recognised over time 420,379 109,602
Total revenue from contracts with customers 486,975 215,460
Leasing income 28,649 28,039
Total revenue 515,624 243,499
2021 2020
AED 000 AED 000
Contract balances
Trade receivables (note 11) 244,055 286,260
Contract assets (note 11) 417,655 66,315
Contract liabilities (note 19) 37,388 35,023

Contract assels

Contract assets are initially recognised for revenue eamed from sale of undeveloped properties as receipt of
consideration is conditicnal on acceptance of the customer. Upon acceptance by the customer, the amounts recognised
as contract assets are reclassified to trade receivables. As such, the balance of this account vary and depend on the
number of ongoing development projects at the end of the year.

Contract linbilities
Contract liabilities represent advances reccived from customers to deliver projects and advances for rental of

properties.

Performance obligations
The transaction price allocated 1o the remaining performance obligations (unsatisfied or partially unsatisfied) as at

31 December are as follows:

2021 2020
AED '000 AED 000
Within one year 40,054 92,896
More than one year 36,797 62,681
76,851 155,677

During previous year, as a result of the economic fallout of Covid-19 ecrisis, the Group had launched certain initiative
which aligns with the Government of Ras Al Khaimah’s efforts to support all the investors and stakeholders. This
includes providing relief measures like waiver of rental payments for its retail tenants in Mina Al Arab and Julphar
Tower projects for a period of three months. No such waivers were provided to the customers during the year (2020:
AED 1,374 thousand).
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21 COST OF REVENUE

2021 2020
AED 000 AED 000
Cost of sale of properties 293,867 132,981
Facility management expenses 25,339 23,390
Leasing expenses 1,193 2311
Otihers 293 339
320,692 139,521

Facility management expenses include depreciation expense amounting to AED 1,550 thousand {2020: AED 1,356
thousand) (noted 6).

22 OTHER INCOME

2021 2020
AED 000 AED 000
Government grant income {note 7) 58,169 45,213
Gain on disposal of investments 5,000 -
Others 4,032 3,407
67,201 48,620
23 SELLING, MARKETING AND ADMINISTRATIVE EXPENSES
2021 2020
AED '000 AED 000
Payroll and related expenses 19,208 19,672
Depreciation of property and equipment (note 6) 8,482 9,349
Advertisement and marketing expenses 6,595 4,994
Deposits written off 6,264 -
Impairment of trading properties under development (note 9) 254 -
Impairment of trading properties (note 12} 1,393 -
Other expenses 5,541 5,640
47,737 39,655
No contribution for social contributions was made during the year (2020: nil).
24 FINANCE COSTS
2021 2020
AED "000 AED 000
Interest on borrowings 11,866 17,651
Bank charges 847 1,337
12,713 18,988
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23 EARNINGS PER SHLARE

The information necessary to calculale basis and diluted earnings per share is as [ollows

2021 2020
AED 060 AED 000
Profit for the year {AED*(000) 201,473 113,522
Number of shares (in"000) 2,000,000 2,000,000
Basic and diluted earnings per share (AED) 0.10 0.06

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

26 RELATED PARTY TRANSACTIONS AND BALANCES

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 Intemational
Accounting Standard 24.

a. The significant transactions entered into by the Group with related parties during the vear are as fallows:
2021 2020
AED '000 AED 000
Key management personnel of the Group (Dirvector s interests):
Sub-contracting and purchase of services 321,858 198,912
Sale of propertics 3,057 -
b. Balances with a related party is as follows:
2021 2020
AED 000 AED "000
Due to a related party - trade payables (note 19) 52,122 34,258

Due from related parties — trade receivables. prepayments
and other receivables (note 11} 779 35,142

Outstanding balances at the year-end arise in the normal course of business, arc unsecured, interest-free and settlement
occurs generally in cash.

c Compensation of key management personnel:

The remuneration of directors and other key members of management during the year is as follows:

2021 2020
AED 000 AED 000
Salaries and benefits 5,076 5,303
End of service benefits 319 298
Board of Directors’ remuneration 3,000 4,000
8,395 9,601

The Directors have proposed the Board of Directors’ remuneration of AED 6,000 thousand (2020: AED 3,000
thousand). This is subject to approval by the Shareholders at the Annual General Meeting and have not been included
as a liability in these consolidated financial statements.
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27 COMMITMENTS

Commitments relating to the property development are as follows:

2021 2020
AED ‘000 AED ‘000
Approved and coniracted 275,635 540,777

The above commitments represents the value of contracts entered info by the Group including contracts entered for
construction of properties, net of invoices received and accruals made at that date.

The above includes commitments to a related party of AED 9,937 thousand (2020: AED 217,630 thousand} {note 26}.

28 DIVIDENDS

The Board of Directors have not proposed any dividend for the year ended 31 December 2021 (2020: Nil), This is
subject to approval by the Shareholders at the Annual General Meeting.

29 FAIR VALUE MEASURENENTS

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

Fuir value of financial instrumenis carried at amortised cost
Management considers that the carrying amounts of financial assets and financial liabilities recognised at amortised
cost in the financial statements approximate their fair values.

Valuation technigues and assumplions applied for the purposes of measuring fair valwe

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

Financial assets
Inter-
relationship of
Significant tnebservable
unobservable  inputs to fair
Type Valuation techniques and key inputs inputs valite
Unquoted equity Net assets/ adjusted net asset value valuation WNet assets Higher the net
investments and funds method due to the unavailability of market and value/Market assets value of
at FYOCI comparable financial information. Net assets values  approach the investees,
were determined based on the latest available higher the fair
audiled/historical financial information. Wherever value.
information is available.
Unquoted investments Net assets valuation method due to the WNet assets Higher the net
at FVTPL unavailability of market and comparable financial value assets value of
information. Net assets values were determined the investees,
based on the latest available audited/historical higher the fair
financial information. Market approach is applied value.

wherever information is available.
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29 FAIR VALUE MEASUREMENTS (continued)

Fair value measurenments recognised in the consolidated statement of financial position
The following table provides an analysis of financial and non-financial instruments that are measured subsequent to
initial recognition at fair value, grouped into Levels | to 3 based on the degree to which the fair value is observable:

¢ Level | fair value measurcments are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilitics;

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

e Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset
or liability that are not based on cbservable market data (unobservable inputs).

Level 1 Level 2 Level 3 Total
AED 000 AED 000 AED '000 AED 060

2021
Fair value through other comprehensive income

Ungquoted equities and funds - - 50,243 50,243
COuoted eguity securities 40,979 - - 40,979
Financial assets carried at FYTPL 2,975 - 6,112 9,087
Inyestment properties - - 1,568,192 1,568,192
Investment properties under development - - 65,197 65,197
43,954 - 1,689,744 1,733,698
Level ! Level 2 Level 3 Total
AED 000 AED 000 AED 000 AED ‘000
2020
Fair value through other comprehensive income
Unguoted equities and funds - - 73.468 73,468
Quoted equily securities 19,916 - - 19916
Financial assets carried at FYTPL 3,663 - 9,165 12,832
Investment properties - - 2,475,237 2,475,237
Investment propertics under development - - 311,642 311.642
23,579 - 2,869,516 2,893,095

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

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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14 FAIR VALUE MEASE REMENTS {continued)

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

Financial asscts

31 December 2021
[nvestments

Trade and other receivabies*
Bank balances

31 December 2020
Investments

Trade and other receivables*
Bank balances

* Excluding contract assets, prepayments and VAT receivable.

Financial liabilities

31 December 2021
Bank borrowings
Trade payable. accruals and other liabilities

31 December 2020
Bank borrowings
Trade payable. accruals and other liabilities

Fair value

At Fair value through other
amortised throngh compreliensive
cost profit or loss income Total
AED "000 AED '000 AED 000 AED '000
- 9,087 91,222 100,30%
242,198 - - 242,198
468,978 - - 468,978
711,176 9,087 91,222 811,485
Fair value
At Fair value through other
amortised thraugh comprehensive
cost profit or loss income Total
AED 000 AED 000 AED 060 AED 000
- 12,832 93,384 106,214
296,607 - - 296,607
454,373 - - 454,373
750,980 12,852 93,384 857,196
At Fair value
amortised through
cost profit or loss Total
AED 000 AED 008 AED '000
1,338,042 - 1,338,042
325,581 - 325,581
1,663,623 - 1,663,623
At Fair value
amortised through
cost profit or loss Total
AED 000 AED 000 AED 000
1,084,527 - 1,084,527
300,459 - 300.459
1,384,986 - 1,384,986
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M FINANCLAL RISK MANAGEMENT
301 Credit risk

Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its operating activities on the following financial
assels:

Trade receivables

Customer credit risk is managed subject to the Group’s established policy, procedures and control relating to customer
credit risk management. Credit quality of a customer is assessed and individual credit limits are defined in accordance
with this assessiment. Qutstanding customer receivables and contract assets are regularly monitored. Al 31 December
2021 and 2020, the Group had receivables from a large number of customers.

The Group is exposed to credit risk on receivables from sale of properties as the Group allows its customers to make
payments in instalments over a period of 1 to 12 years. In order to mitigate the credit risk, the Group receives advances
from its customers at the time of the sale and post-dated cheques for the remaining balance at the time of hand over.
In addition, the Group does not transfer the legal title of the property to the customer until the full amount has been
paid. Furthermore. the risk of financial loss to the Group on account of customer default is low as the property title
acts as collateral.

The Group considers a trade receivable in default when contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a trade receivable to be in default when internal or external information
indicates that the Group is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Group.

An impairment analysis is performed at each reporting date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for groupings of various customer segments with similar loss
patterns (i.e.. product type, customer type and rating). The calculation reflects the probability-weighted outcome, the
time value of money and reasonable and supportable information that is available at the reporting date about past
events, current conditions and forecasts of future economic conditions. Generally, trade receivables are written-of f if
past due for more than one year and are not subject to enforcement activity. The maximum exposure to credit risk at
the reporting date is the carrying value of trade receivables disclosed in note 11.

The Group evaluates the concentration of risk with respect to trade receivables as low. as the balances are due from
a large number of customers. Set out below is the information about the credit risk exposure on the Group's trade
receivables using the expected credit loss:

31 December 2021
Neither Past due but not impaired
past due
nor 0-30 30-60 60-90 >90
Total impaired days days days days
AED' 000  AED’ 000 AED’ 000  AED' 000 AED’ 000  AED' 000
Expected credit loss rate 6.7% 5.3% 5.3% 53% 5.3% 50.6%
Estimated total gross carrying
amount at default 244,055 196,225 37,549 2,011 466 7,804
Expected credit loss
General provision 16,417 10,354 1,981 106 25 3,951
3! December 2020
Neither Past due but not impaired
past due
nor 0-30 30-60 60-90 >360
Total impaired days days days days
AED'000  AED 000 AED’ 000 AED' 000  AED' 000 AED' 006
Expected credit loss rate 3.4% 2.3% 2.3% 2.3% 23% 27.5%
Estimated total gross carrying
amount at default 286,260 235,430 26,684 2,083 8,854 13,209
Expected credit loss
General provision 9,791 5,308 602 47 200 3,634
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kit FINANCIAL RISK MANAGEMENT {continued)
30,1 Credit risk (continued)

Trade receivables (continued}

The ECL model was reassessed for the impact of Covid-19 mainly the operational disruption faced by the tenants,
volatility in potential economic conditions, incidence of defaults etc. which may likely lead (o increase in the ECL
allowance for lrade receivables in line with the requirements of IFRS 9 Financial Instruments. This is mainly due to
increase in the counterparty risk (risk of default) of tenants and customers. The Group will continue to monitor the
situation and its impact on the ECL and make the necessary adjustments as and when required.

Bank balances

Credit risk from balances with banks and financial institutions is managed by the Group’s treasury department in
accordance with the Group’s policy. The Group considers the credit risk on bank balances to be minimal given that
the counterparties are banks wilth high credit ratings assigned by intemaljonal credit rating agencies. Considering
these factors, management has assessed there is minimal credit risk on cash and cash equivalents.

Other receivables
With respect to credit risk arising from other receivables, the Company’s exposure to credit arises from default of the
counter party with maximum exposure equal to the carrying amount of these assets.

30.2  Liquidity risk

At 31 December 2021 Carrying Contractual Less than More than
amount cash flows I year f year
AED’ 804 AED’ 000 AED’ 000 AED' 008
Trade payable. accruals and other liabilities 325,581 325,581 325,581 -
Bank borrowings 1,338,042 1,457,262 599,417 857,845
1,663,623 1,782,843 924,998 857,845
As 31 December 2020 Carrying Contractual Less than More than
amount cash flows I year 1 year
AED' 000 AED" 000 AED' 000 AED 000
Trade payable, accruals and other liabilities 300,459 300,459 300,459 -
Bank borrowings 1.084,527 1,147,259 643.200 504,059
1.384,986 1.447.718 943,659 504.059

Changes in liabilities arising from financing activitics
At 31 December 2021

I Janunary Net cash Net cash 31 December
2021 inflows out flows 2021
AED'000 AED’ 000 AED'000 AED 000

Bank borrowings {excluding
bank overdraft) 653,608 257,583 (75,934) 835,257
Unclaimed dividend 43,268 - (128) 43,140

696,876 257,583 (76,062) 878,397
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30 FINANCLAL RISK MANAGEMENT {continued)
J0.1  Credit risk {continued)
Changes in liabilities arising from financing activities (continued)

At 31 December 2020:
I Janvary Net cash Netcash  Other non- 31 December
2021 inflows out flows  cash items 2021
AED 000  AED'000  AED 000  AED'G060  AED’ 000

Bank borrowings (excluding
bank overdrafi) 466,419 242,965 (55775) - 653,608
Unclaimed dividend 47,023 - (83.755) 80,000 43,268

513,442 242.965 (139,530) 80,000 696,876

30.3  Lquity price risk

The majority of investment held by the Group is in unquoted equities. The unquoted equity securities are valued by
experts at each reporting date. Equity price risk is the risk that the fair values of equities increase or decrease as a
result of changes in the levels of individual stocks. Equity price risk arises from equity instruments held by the Group
at fair value through other comprehensive income and fair value through profit and loss. Management of the Group
monilors equity securities in its investment portfolio based on market indices, which are managed by qualified team.
The primary goal of the Group’s investment strategy is to maximise investment returns.

304 Interest eate risk

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

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

2021 2020

AED 000 AED 000
Fixed rate instruments
Financial assets
Fixed deposits 400,000 400,000
Variable rate instrumenis
Financial liabilities
Bank borrowings 1,338,042 1.084,527

Sensitivity analysis_for variable rate instruments

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

Counsolidated profit or loss

100 bp 100 bp
increase decrease
AED 000 AED 008
31 December 2021
Variable rate instruments (13,380} 13,380
31 December 2020
Variable rate instruments (10,845) 10,845
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31 SEGMENT INFORMATION

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

included below.

Facility
Property Property  mandgement
sales leasing income Total

AED 000 AED '004 AED ‘044 AED 000
For the year ended 31 December 2021
Revenue 460,961 28,649 26,013 515,623
Costs (293,867) (1,193) (25631}  (320,691)
Segment profit 167,094 27456 382 194,932
Total assets 2,495,700 1,633,388 2,085,230 6,214,318
Total liabilitics 450,679 284,493 13,71,736 2,106,908
Capital expenditure - 11,983 266,063 278,046

Fuacility
Praoperty Property management
sales leasing income Total

AED 000 AED 000 AED 000 AED 000
For the year ended 31 December 2020
Revenue 190,030 28,039 25,430 243,499
Costs (132,981 (2,311) {24,229) (159,521)
Segment profit 57,049 25,728 1,201 83,978
Total assets 1,133,395 2,786,879 1,875,536 3,795,810
Total liabilities 367,920 295,981 1,221,106 1,885,007
Capital expenditure - 160,061 430,952 591,013
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