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DIRECTOR’S REPORT

Dear Shareholders,

We have delivered another very strong set of results in 2013 which we
believe reflects our fundamental financial strength, our commitment to
growing shareowner value and our success in seizing opportunities in our key
strategic growth areas.

In 2013 our revenues reached AED 3,325 million, up 8% compared to AED
3,072 million in the previous year while net profits were AED 278 million, an
increase of 14% compared to AED 244 million in 2012,

Our strong performance this year was driven by revenues across a number of
different segments and geographies and our business in the Middle East and
sub-Saharan Africa in particular continued to grow steadily.

As the leading global logistics and transportation solutions provider, we are
focused on building our business, both organically and inorganically across
emerging markets. This will allow us to also bridge new trade corridors
which remains key to our aggressive growth strategy as we continue to
extend our industry supply chain solutions and services for clients.

Going forward, we are confident about the trajectory of our business and
inspired by the potential of the company. We have made significant progress
on our journey and we expect to deliver on our promises over the next few
years.

| appreciate the investment you have made in our company and hope you
will continue to follow our growth. We will strive to create even greater
value for our customers and shareholders while continuing to make lasting
contributions to our employees and the global community at large.

A pagao e —

Abdullah M. Mazrui Hussein Hachem
Chairman Chief Executive
Officer
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INDEPENDENT AUDITORS’ REPORT TQ THE SHAREHOLDERS OF
ARAMEX PJSC

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Aramex PISC (the “Company™)
and its subsidiaries (together the “Group”), which comprise the consolidated statement of financial
position as at 31 December 2013, and the consolidated income statement, consolidated statement of other
comprehensive income, consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and a summary of significant accounting policies and other explanatory
information.

Management’s responsibility for the consolidated financial statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statemnents in accordance with International Financial Reporting Standards and the applicable provisions
of the Articles of Association of the Company and the UAE Commercial Companies Law of 1984 (as
amended), and for such internal control as management determines is necessary to enable the preparation
of consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

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

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

Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of the Group as at 31 December 2013, and its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards.

A member firm of Ernst & Young Globad Limited



INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ARAMEX PJSC (continued)

Report on other legal and regulatory requirements

We also confirm that, in our opinion, the consolidated financial statements inctude, in all material
respects, the applicable requirements of the UAE Commercial Companies Law of 1984 (as amended) and
the Articles of Association of the Company; proper books of account have been kept by the Company; an
inventory was duly carried out; and the contents of the report of the Board of Directors relating to these
consolidated financial statements are consistent with the books of account. We have obtained ail the
information and explanations which we required for the purpose of our audit and, to the best of our
knowledge and belief, no violations of the UAE Commercial Companies Law of 1984 (as amended) or of
the Articles of Association of the Company have occurred during the year which would have had a
material effect on the business of the Group or on its financial position.

E?’Agifﬁ%wﬁ

Signed by

Ashraf Abu- Sharkh

Partner

Registration No. 690
For Ernst and Young

2 March 2014
Dubai, United Arab Emirates



Aramex PJSC and its subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
At 31 December 2013

2013 2012
Notes AEDGO6 AED 000
ASSETS
Neon-current assefs
Property, plant and equipment 4 541,577 569,876
Goodwill 5 973,629 999,152
Gther infangible assets 6 23,912 26,906
Investments in joint ventures and an associate g, 10 49,718 54,700
Beferred tax asscts 1t 2,382 2,824
Other non-current assets 6,801 9,205
1,598,019 1,662,663
Current assets
Accounts reccivable, net 12 603,901 583,467
Other current assets 13 126,930 133,363
Bank balances and cash 14 656,972 333,673
1,387,863 1,052,503
TOTAL ASSETS 2,985,822 2,715,166
EQUITY AND LIABILITIES
Equity
Share capital 15 1,464,100 1,464,100
Statutory reserve 16 145,254 121,886
Foreign currency translation reserve 16 (90,579 (34.643)
Reserve arising from acquisition of non-controliing interests 16 (15,763 {16,011}
Cash-flow hedge reserve 17 16 (2,960)
Retained earnings 18 586,953 481,271
Equity attributable to equity holders of the Parent 2,089,975 2,013,643
Non-controtling interests 36,870 32,428
Total equity 2,126,845 2,040,071
Non-current Habilities
Interest-bearing loans and borrowings 19 128,095 12,366
Employees” end of service benefits 20 103,066 91,166
Other non-current liabilities - 572
Deferred iax liabilities 11 1,425 314
232,586 105,418
Current liabilities
Accounts payable 21 163,159 156,193
Bank overdrafls 22 - 11,329
Interest-bearing loans and borrowings 19 49,302 15,704
Other current liabilities 23 413,930 380,451
626,391 563,677
Total liabilities 858,977 669,095
TOTAL EQUITY AND LIABILITIES 2,985,822 2,715,166

The consolidated financial statements were authorised for issue in accordance with a resolution of the directors on
2 March 2014.

ﬁ'j—%’% y §

< = m—
Abdullah Al Mazrii USEELT TTACHE -
(Chairman) {Chigf Executive Officer) (Chief Financial Officer)

The attached notes from 1 to 37 form part of these consolidated financial statements
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Aramex PJSC and its subsidiaries

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2013

2013 2012
Continuing operations Notes AED 000 AEDGO0
Rendering of services 24 3,324,838 3,071,589
Cost of services 25 (1,523,538) (1,417,247)
Gross profit 1,801,300 1,654,342
Share of results of joint ventures and an associate 9,10 (4,974) (3,995
Selling and marketing expenses (152,787) (146,880)
Administrative expenses 26 (635,220) (601,837)
Operating expenses 27 (664,713) (609,749)
Other income 28 5,622 3,682
Operating profit 349,228 295,563
Finance income 6,281 4,294
Finance expense (8,469) (2,842)
Profit before tax from continuing operations 347,048 297,015
Income tax expense ' 1t {32,098) {26,652)
Profit for the year from continuing operations 314,942 270,363
Discontinued operations
Profit after tax from discontinued operations 8 186 1,149
Profit for the year 315,128 271,512
Attributable to:
Equity holders of the Parent
Profit for the year from continuing operations 277,835 243,356
Profit for the year from discontinued operations 123 763
277,958 244,119
Non—controlling interesis
Profit for the year from continuing operations 37,107 27,007
Profit for the year from discontinued operations 63 386
37,176 27,393
315,128 271,512
Earnings per share attributable to the equity holders of the Parent:
Basic and difuted earnings per share 30 AED 0.19¢ AED 0.167
Basic énd diluted earnings per share from continuing operations AED 0.190 AED 0,167

The attached notes from 1 to 37 form part of these consolidated financial statements
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Aramex PJSC and its subsidiaries

CONSOLIDATED STATEMENT OF OTHER COMPREHENSIVE INCOME

For the year ended 31 December 2013

Profit for the year

Other comprehensive income

Other comprehensive income to be reclassified to profit
or loss in subsequent periods:

Exchange differences on transiation of foreign operations
Gain (loss) on cash flow hedge
Cash flow hedge expense recycled to consolidated
income statement
~Gain on availabie-for-sale financial assets
Gain realized on sale of available — for — sale financial
assets transferred to consolidated income statement

Net other comprehensive income to be reclassified
to profit or loss in subsequent periods

Other comprehensive income for the year, net of tax
Total comprehensive income for the year, net of tax
Attributable to:

Equity holders of the Parent
Non-controlling interests

2013
Note AED’000

315,128

(56,371)
17 1,460

17 1,518

(53,401)
(53,401)

261,727

224,992
36,735

261,727

The attached notes from | to 37 form part of these consolidated financial statements

2012
AED'000

271,512

(16,438)
(2,960)

782

(280)

(18,396)

(18,896)

252,616

224,721
27,893

252,616
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Aramex PJSC and its subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS

For the year ended 31 December 2013

OQPERATING ACTIVITIES
Profit before tax from continuing operations
Profit before tax from discontinued operations

Profit before tax

Adjustments for:

Depreciation of property, plant and equipment
Amortisation of other intangible assets

Provision for employees’ end of service benefits
Provision for doubtful accounts, net

Net finance expense (income)

Gain from sale of availabte - for - sale financial assets
Share of results of joint ventures and an associate
(Gain) loss on disposal of property, plant and equipment
Gain on disposal of the discontinued operations

Gain from valuation of the investment in joint venture

Working capital changes:
Accounts receivable
Accounts payable

Other current assets
Other current liabilities

Cash from operations
Employees’ end of service benefits paid
Income tax paid

Net cash flows from operating activities

INVESTING ACTIVITIES

Purchase of property, plant and equipment

Proceeds from sale of property, plant and equipment
Proceeds from sale of available - for - sale financial assets
Interest received

Proceeds from sale of a subsidiary, net of cash

Other non-current assets

Margin deposits

Investments in joint veniures

Net cash flows used in investing activities

FINANCING ACTIVITIES

Interest paid

Acquisition of non-controlling interests
Net proceeds from loans and borrowings
Dividends of subsidiaries
Non-controlling interests

Directors’ fees paid

Dividends paid to sharehoiders

Net cash flows used in financing activities

NET INCREASE IN CASH AND CASH EQUIVALENTS
Net foreign exchange difference

Cash and cash equivalents at ! January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

2013
Notes AED’000

347,040
8 220

347,260

4 77,248
6 3,339
20 22,685
12 7,559
2,188

4,974
@77

9 -

(31,047)
8,866
7,123

30,401

480,319
20 (10,012)
(25,633

444,674

4 (67,001)
3,068

6,281

8 460
28

1,309
(4,042)

(59,897)

(8,469)
149,326
(33,167)

8§74
(2,250)
(146,410)

(40,096)

344,681

(8,744)

14 309,507
14 645,444

The attached notes from | to 37 form part of these consolidated financial statements

2012
AED'000

297,015
401

297416

69,542
3,247
20,001
14,583
(1,452)
{280)
3,995
303
(7
(1,541

(98.810)
(6,604)
36,736
65,717

402,282

(7.480)
(24,611

370,185

{200,480)
4,576
3,000
4,294

176
{9,133

850
(37,719)

{234,442)

(2,842)
(918)
6,505
(28,076)
1,822
(2,250)
(73.205)

(98,964)

36,779
(8,151}

280,879

309,507
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

i CORPORATE INFORMATION

Aramex PJSC (the “Parent Company”) is a Public Joint Stock Company registered in the Emirate of Dubai, United
Arab Emirates on 13 February 2005 under UAE Federal Law No § of 1984 (as amended). The consolidated financial
statements of the Company as at 31 December 2013 comprise the Parent Company and its subsidiaries (collectively
referred to as the “Group” and individually as “Group entities™).

The Parent Company was listed on the Dubai Financial Market on 9 July 2005,

The Principal activities of the Group are to invest in the freight, express, logistics and supply chain management
businesses through acquiring and owning controlling interests in companies in the Middle East and other parts of the
world.

The Parent Company’s registered office is, Business Center Towers, 2302A, Media City (TECOM), Sheikh Zayed
Road, Dubai, United Arab Emirates.

The consolidated financial statements were authorised for issue by the Board of Directors on 2 March 2014.

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB), and applicable
requirements of UAE Federal Law No. 8 of 1984 (as amended).

The consolidated financial statements are presented in UAE Dirhams (AED), being the functional currency of the
Parent Company. Financial information is presented in AED and all values are rounded to the nearest thousand
{AED “000™), except when otherwise indicated.

The consolidated financial statements have been prepared under a historical cost basis, except for derivative financial
instruments that have been measured at fair value.

2.2 Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31
December 2013. Control is achieved when the Group is exposed, or has rights, to variable retums from its involvement
with the investee and has the ability to affect those returns through its power over the investee. Specifically, the Group
controls an investee if and only if the Group has:

—  Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the
investee)

~  Exposure, or rights, to variable returns from its involvement with the investee, and

—  The ability to use its power over the investee to affect its retums

When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant
facts and circumstances in assessing whether it has power over an investee, including:

—  The confractual arrangement with the other vote holders of the investes
~ Rights arising from other contractual arrangements
—  The Group’s voting rights and potential voting rights

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 & subsidiary acquired or disposed of during the year are inciuded in the statement of comprehensive income from
the date the Group gains control until the date the Group ceases to control the subsidiary,




Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.2 Basis of consolidation (continued)

Profit or loss and each component of other comprehensive income (OCI) are attributed to the equity holders of the
parent of the Group and to the non-controlling interests, even if this results in the non-controlling interests having a
deficit balance. When necessary, adjustments are made to the financial statements of subsidiaries to bring their
accounting policies into line with the Group’s accounting policies. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions between members of the Group are eliminated in full on
consolidation.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity fransaction. If the Group loses conirol over a subsidiary, it:

—  Derecognises the assets (including goodwill) and liabilities of the subsidiary

—  Derecognises the carrying amount of any non-controlling interests

~  Derecognises the cumulative translation differences recorded in equity

—  Recognises the fair value of the consideration received

—  Recognises the fair value of any investment retained

~  Recognises any surplus or deficit in profit or loss

—  Reclassifies the parent’s share of componenis previously recognised in OCI to profit or loss or retained earnings,
as appropriate, as would be required if the Group had directly disposed of the related assets or liabilities

2.3 Changes in accounting policies and disclosures

The accounting policies adopted are consistent with those of the previous financial year, except for the following new
and amended standards effective as of | January 2013:

1AS 1 Presentation af ltems of Other Comprehensive Income — Amendments to 145 1

The amendments to 1AS ! introduce a grouping of items presented in OCIL. Items that will be reclassified (‘recycled’)
to profit or loss at a future point in time have to be presented separately from items that will not be reclassified (e.g.,
revaluation of land and buildings). The amendments affect presentation only and have no impact on the Group’s
financial position or performance,

IAS 19 Employee Benefits (Revised 2011)

The TASB has issued numerous amendments to [AS 19. These range from fundamental changes such as removing the
corridor mechanism and the concept of expected returns on plan assets to simple clarifications and re-wording. The
amendments became effective for annual periods beginning on or after | January 2013. The amendments did not have
any impact on the Group’s financial position or performance.

1AS 28 Investments in Associates and Joint Ventures (as revised in 2011)

As a consequence of the new IFRS 11 Joint Arrangements, and IFRS 12 Disclosure of Interests in Other Entities, IAS
28 Investments in Associates, has been renamed IAS 28 Investments in Associates and Joint Ventures, and describes
the application of the equity method to investments in joint ventures in addition to associates. The revised standard
became effective for annual periods beginning on or after 1 January 2013. The revised standard did not have an impact
on the Group's financial statements or performance, as the Group already accounts for its investments in Joint
Ventures using the equity method.

IERS 7 Disclasures - Offsetting Financial Assets and Financial Liabilities - Amendments to IFRS 7

These amendments require an entity to disclose information about rights to set-off and related arrangements (e.g.,
collateral agreements). The disclosures would provide users with information that is useful in evaluating the effect of
netting arrangements on an entity’s financial position. The new disclosures are required for all recognised financial
instruments that are set off in accordance with IAS 32 Financial Instruments: Presentation.

The disciosures also apply to recognised financial instruments that are subject to an enforceable master netting
arrangement or similar agreement, irrespective of whether they are set off in accordance with IAS 32. These
amendments became effective for annual periods beginning on or after | January 2013 and did not impact the Group’s
financial position or performance.




Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.3 Changes in accounting policies and disclosures (continued)

IFRS 10 Conselidated Financial Statements, {AS 27 Separate Financial Statements

IFRS 10 replaced the portion of IAS 27 Consolidated and Separate Financial Statements that addressed the accounting
for consolidated financial statements, It also addressed the issues raised in SIC-12 Consolidation - Special Purpose
Entities.

IFRS 10 established a single control model that applies to all entities including special purpose entities. The changes
introduced by IFRS 10 requires management to exercise significant judgement to determine which entities are
controlled and therefore are required to be consolidated by a parent, compared with the requirements that were in IAS
27. This standard became effective for annual periods beginning on or after 1 January 2013, IFRS 10 did not have any
impact on the currently held investments of the Group.

IFRS 11 Joint Arrangements

IFRS 11 replaced IAS 31 Interests in Joint Ventures and SIC-13 Jointly-controiled Entities - Non-monetary
Contributions by Ventures. [FRS 11 removed the option to account for jointly controlled entities (JCEs) using
proportionate consolidation. Instead, JCEs that meet the definition of a joint venture must be accounted for using the
equity method.

The application of the new standard did not have an impact on the financial position or performance of the Group as
the Group already accounts for these investments using the equity method.

IFRS 12 Disclosure of Interests in Other Entitles

IFRS 12 sets out the requirements for disclosures relating to an entity’s interests in subsidiaries, joint arrangements,
associates and structured entities. The requirements in IFRS 12 are more comprehensive than the previously existing
disclosure requirements for subsidiaries. For example, where a subsidiary is controlled with less than a majority of
voting rights. While the Group has subsidiaries with material non-controlling interests, there are no unconsolidated
structured entities. IFRS 12 disclosure is provided in Note 7.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements, IFRS 13 does not change
when an entity is required to use fair value, but rather provides guidance on how to measure fair value under IFRS,
IFRS 13 defines fair value as an exit price. As a result of the guidance in IFRS 13, the Group re-assessed its policies
for measuring fair values, in particular, its valuation inputs such as non-performance risk for fair value measurement of
liabilities. IFRS 13 also requires additional disclosures.

Application of IFRS 13 has not materially impacted the fair value measurements of the Group. Additional disclosure is
provided in note 36,

2.4 Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of issuance of the Group’s
financial statements are disclosed below. The Group intends to adopt these standards, if applicable, when they become
effective.

IFRS 9 Financial Instruments

IFRS 9, as issued, reflects the first phase of the IASB’s work on the replacement of 1AS 39 and applies to
classification and measurement of financial assets and financial liabilities as defined in IAS 39. The standard was
initially effective for annual periods beginning on or after 1 January 2013, but Amendments to IFRS 9 Mandatory
Effective Date of IFRS 9 and Transition Disclosures, issued in December 2011, moved the mandatory effective date to
1 January 2015. In subsequent phases, the IASBE is addressing hedge accounting and impairment of financial assets.
The adoption of the first phase of IFRS 9 will have an effect on the classification and measurement of the Group’s
financial assets, but will not have an tmpact on classification and measurements of the Group's financial liabilities.
The Group will quantify the effect in conjunction with the other phases, when the final standard including all phases is
issued.

il



Aramex PJISC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.4 Standards issued but not yet effective (continued)

Investment Enftities (Amendments to IFRS 10, IFRS 12 and IAS 27)

These amendments are effective for annual periods beginning on or after 1 January 2014 provide an ¢xception to the
consclidation requirement for entities that meet the definition of an investment entity under IFRS 10. The exception to
consolidation requires investment entities to account for subsidiaries at fair value through profit or loss. It is not
expected that this amendment would be relevant to the Group, since none of the entities in the Group would qualify to
be an investment entity under IFRS 10. .

IAS 32 Offsetting Financial Assets and Financial Liabilities - Amendments to IAS 32

These amendments clarify the meaning of “currently has a legally enforceable right to set-off” and the criteria for non-
simultaneous settlement mechanisms of clearing houses to qualify for offsetting. These are effective for annual periods
beginning on or after | January 2014, These amendments are not expected to be relevant to the Group.

IFRIC Interpretation 2I Levies (IFRIC 21)

IFRIC 21 clarifies that an entity recognises a liability for a levy when the activity that triggers payment, as identified
by the relevant legislation, occurs. For a levy that is triggered upon reaching a minimum threshold, the interpretation
clarifies that no liability should be anticipated before the specified minimum threshold is reached. IFRIC 21 is
effective for annual periods beginning on or after 1 January 2014, The Group does not expect that IFRIC 21 will have
material financial impact in future financial statements,

TAS 39 Novation of Derivatives and Continuation of Hedge Accounting — Amendments to I45 39

These amendments provide relief from discontinuing hedge accounting when novation of a derivative designated as a
hedging instrument meets certain criteria. These amendments are effective for annual periods beginning on or after 1
January 2014, The Group has not novated its derivatives during the current period. However, these amendments would
be considered for future novations.

Recoverable Amount Disclosures for Non-Financial Assets — Amendments to 1AS 36 Impairment of Assets
These amendments remove the unintended consequences of IFRS 13 on the disclosures required under 1AS 36. In
addition, these amendments require disclosure of the recoverable amounts for the assets or CGUs for which
impairment loss has been recognised or reversed during the period. These amendments are effective retrospectively for
annual periods beginning on or after 1 January 2014 with earlier application permitted, provided IFRS 13 is also
applied.

2.5 Significant accounting judgments, estimates and assum ptions

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

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrving amounts of assets and liabilities within the next
financial year, are described in note 37. The Group based its assumptions and estimates on parameters available when
the consolidated financial statements were prepared. Existing circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising beyond the control of the Group.
Such changes are reflected in the assumptions when they occur.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Summary of significant accounting policies

Property, plant and equipment

Property, plant and equipment is stated at cost, net of accumalated depreciation and accumulated impairment losses, if
any. Such cost includes the cost of replacing part of the property, plant and equipment and borrowing costs for long-
term construction projects if the recognition criteria are met, When significant parts of property, plant and equipment
are required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful lives
and depreciates them accordingly, Likewise, when a major inspection is performed, its cost is recognised in the
carrying amount of the plant and equipment as a replacement if the recognition criteria are satisfied. All other repair
and maintenance costs are recognised in the profit and loss as incurred.

Except for capital work in progress, depreciation is calculated on a straight-line basis over the estimated useful lives of
the assets as follows: :

Leasehold improvements over 4-7 years
Buildings over 8-50 years
Furniture and fixtures over 5-10 years
Warehousing racks over 15 years
Office equipment over 3-7 years
Computers over 3-5 years
Vehicles over 4-5 years

L.and is not depreciated

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate the carrying value may not be recoverable, If any such indication exists and where the carrying
values exceed the estimated recoverable amount, the assets are written down to their recoverable amount, being the
higher of their fair value less costs to sell and their value in use.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal 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 carrying amount of the asset) is included
in the consolidated income staternent when the asset is derecognised,

The residual values, useful lives and metheds of depreciation of property, plant and equipment are reviewed at each
financial year end and adjusted prospectively, if appropriate.

Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the
aggregate of the consideration transferred measured at acquisition date fair value and the amount of any non-
controlling interests in the acquiree. For each business combination, the Group eclects whether to measure the non-
controfling interests in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets.
Acquisition-related costs are expensed as incurred and included in administrative expenses.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the
acquiree.

If the business combination is achieved in stages, any previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in profit or loss. It is then considered in the determination of
goodwill.

Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IAS 39
Financial Instruments: Recognition and Measurement, is measured at fair value with changes in fair value recognised
either in profit or loss or as a change to other comprehensive income. If the contingent consideration is not within the
scope of 1AS 39, it is measured in accordance with the appropriate [FRS. Contingent consideration that is classified as
equity is not remeasured and subsequent settlement is accounted for within equity.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Summary of significant accounting policies (continued)
Business combinations and goodwili (continued)

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for non-controlling interests, and any previous interest held, over the net identifiable assets
acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities
assumed and reviews the procedures used to measure the amounts to be recognised at the acquisition date. If the re-
assessment still results in an excess of the fair value of net assets acquired over the aggregate consideration transferred,
then the gain is recognised in profit or loss,

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of
impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the
Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets
or liabilities of the acquiree are assigned to those units,

Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of,
the goodwill associated with the disposed operation is included in the carrying amount of the operation when
determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative
values of the disposed operation and the portion of the cash-generating unit retained.

Fair value measurement
The Group measures financial instruments, such as, derivatives at fair value at each balance sheet date. which are
disclosed in Note 36.

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

o In the principal market for the asset or liability, or
o In the 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 to by the Group.

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 a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the asset in its highest and best use or by selling it to 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 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:

e Level | - Quoted (unadjusted) market prices in active markets for identical assets or liabilities
Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable

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

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group determines
whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

2.6 Summary of significant accounting policies (continued)

Other intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets acquired
in a business combination is their fair value as ai the date of acquisition. Following initial recognition, intangible assets
are carried at cost less any accumulated amortisation and accumulated impairment losses.

The useful lves of these intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation period and the amortisation method
for an intangible asset with a finite useful life are reviewed at least at the end of each reporting period. Changes in the
expected useful life or the expected pattern of consumption of future economic benefits embodied in the asset are
considered to modify the amortisation period or method, as appropriate, and are treated as changes in accounting
estimates. The amartisation expense on intangible assets with finite lives is recognised in the consolidated income
statement as the expense category that is consistent with the function of the intangible assets.

Intangible assets with finite lives are amortised over their economic lives which are between 3 to 15 years.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognized in the consolidated income statement when
the asset is de-recognized.

Investments in joint ventures and associates

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement have rights
to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant activities require unanimous consent of the parties sharing control.

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee, but is not control or joint control over those
policies.

The considerations made in determining significant influence or joint control are similar to those necessary to
determine control over subsidiaries.

The Group’s investments in its joint venture and associate are accounted for using the equity method,

Under the equity method, the investment in an associate or a joint venture is initially recognised at cost, the carrying
amount of the investment is adjusted to recognise changes in the Group’s share of net assets of the associate or joint
venture since the acquisition date. Goodwill relating to the associate or joint venture is included in the carrying amount
of the investment and is neither amortised nor individually tested for impairment.

The consolidated income statement reflects the Group’s share of the results of operations of the associate or joint
venture. Any change in other comprehensive income of those investees is presented as part of the Group’s OCI. In
addition, when there has been a change recognised directly in the equity of the associate or joint venture, the Group
recognises its share of any changes, when applicable, in the statement of changes in equity. Unrealised gains and
losses resulting from transactions between the Group and the associate or joint venture are eliminated to the extent of
the interest in the associate or joint venture.

The aggregate of the Group’s share of profit or loss of an associate and a joint venture is shown on the face of the
consolidated income statement within operating profit and represents profit or loss after tax and non-controlling
interests in the subsidiaries of the associate or joint venture.

The financial statements of the associate or joint venture are prepared for the same reporting period as the Group.
When necessary, adjustments are made to bring the accounting policies in line with those of the Group.

After application of the equity method, the Group determines whether it is necessary to recognise an impairment loss
on its investment in its associate or joint venture. At each reporting date, the Group determines whether there is
objective evidence that the investment in the associate or joint venture is impaired. If there is such evidence, the Group
calculates the amount of impairment as the difference between the recoverable amount of the associate or joint venture
and its carrying value, then recognises the loss as ‘Share of profit (loss) of joint ventures and an associate in the
consolidated income statement.

Upon loss of significant influence over the associate or joint controi over the joint venture, the Group measures and
recognises any retained investment at its fair value. Any difference between the carrying amount of the associate or
joint venture upon loss of significant influence or joint control and the fair value of the retained investment and
proceeds from disposal is recognised in the consolidated income statement.
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

2.6 Summary of signifieant accounting policies (continued)

Prepaid agency fees

Amounts paid in advance to agents to purchase or alter their agency rights are accounted for as prepayments. As these
amounts are paid in lieu of annual payments they are expensed to consolidated income statement over the period
equivalent to the number of years of agency fees paid in advance,

Impairment of non-financial assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Group estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs of disposal and its value in use. Recoverable amount is determined for an individual asset, unless the
asset does not generate cash inflows that are largely independent of those from other assets or groups of assets. When
the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount,

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of money and the risks specific to the asset. In
determining fair value less costs of disposal, 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 Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared
separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast
calculations generally cover a period of five years. For longer periods, a long term growth rate is calculated and
applied to project future cash flows after the fifth year.

Impairment losses of continuing operations, including impairment on inventories, are recognised in the consolidated
income statement in expense categories consistent with the function of the impaired asset, except for properties
previously revalued with the revaluation taken to other comprehensive income. For such properties, the impairment is
recognised in other comprehensive income up to the amount of any previous revaluation.

For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is an indication
that previously recognised impairment losses no longer exist or have decreased. If such indication exists, the Group
estimates the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is reversed only if there
has been a change in the assumptions used to determine the asset’s recoverable amount since the last impairment loss
was recognised. The reversal is limited so that the carrying amount of the asset does not exceed its recoverable
amount, nor exceed the carrying amount that would have been determined, net of depreciation, had no impairment loss
been recognised for the asset in prior years. Such reversal is recognised in the consolidated income statement unless
the asset is carried at a revalued amount, in which case, the reversal is treated as a revaluation increase.

The following asset has specific characteristics for impairment testing:

Goodwill
Goodwill is tested for impairment annually as at 31 December and when circumstances indicate that the carrying value
may be impaired,

Impairment is determined for goodwill by assessing the recoverable amount of each CGU {or group of CGUs) to
which the goodwill relates. When the recoverable amount of the CGU is less than its carrying amount, an impairment
toss is recognised. Impairment losses relating to goodwill cannot be reversed in future periods.

Cash and short-term deposits
Cash and short-term deposits in the consolidated statement of financial position comprise cash at banks and on hand
and short-term deposits with a maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash on hand, bank
balances, and shori-term deposits as defined above, net of outstanding bank overdrafts and cash margin.

Accounts receivable

Accounts receivable are stated at original invoice amount less an allowance for any uncollectible amounts. An estimate
for doubtful debts is made when collection of the full amount is no longer probable, Bad debts are written off when
there is no possibility of recovery,
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

2.6 Summary of significant accounting policies (continued)

Foreign currencies

The Group’s consolidated financial statements are presented in AED, which is also the Parent Company's functional
curreney, For each entity, the Group determines the functional currency and items included in the financial statements
of each entity are measured using that functional currency.

Transactions and balances
Transactions in foreign currencies are initially recorded by the Group’s entities at their respective functional currency
spot rates at the date of the transaction first qualify for recognition,

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rate of
gxchange at the reporting date,

Differences arising on settlement or translation of monetary items are recognised in profit or loss with the exception of
monetary items that are designated as part of the hedge of the Group’s net investment of a foreign operation. These are
recognised in other comprehensive income until the net investment is disposed of, at which time, the cumulative
amount is reclassified to profit or loss,

Tax charges and credits atfributable to exchange differences on those monetary items are also recorded in other
comprehensive income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using exchange
rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on translation
of non-monetary items measured at fair value is treated in line with the recognition of gain or loss on change in fair
value of the item.

Group companies

On consolidation, the assets and liabilities of foreign operations are translated intoe AED’s, at the rate of exchange
prevailing at the reporting date and their income statements are translated at the daily average exchange rate. The
exchange differences arising on translation for consolidation are recognised in other comprehensive income. On
disposal of a foreign operation, the component of other comprehensive income relating to that particular foreign
operation is recognised in profit or loss,

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying amounts
of assets and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operation and
translated at the spot rate of exchange at the reporting date.

Loans and borrowings and other financial liabilities

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost using the
effective interest rate method (EIR). Gains and losses are recognised in profit or loss when the liabilities are
derecognised as well as through (EIR) amortisation process.

Amortised cost is caloulated by taking into account any discount or premium on acquisition and fees or costs that are
an integral part of the EIR. The EIR amortisation is included in finance costs in the consolidated income statemnent.

Other financial labilities including deferred consideration on acquisition of subsidiaries are measured at amortised
COst.

A Tinancial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires.

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

Employees’ end of service benefits

The provision for employees” end of service benefits, disclosed as a long-term liability, is calculated in accordance
with TAS19 for Group’s entities where their respective labour laws require providing indemnity payments upon
termination of relationship with their employees.
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2.6 Summary of significant accounting policies (continued)

Pensions and other post-employment benefits

The Group provides for a number of post-employment defined benefit plans required under several jurisdictions in
which Aramex PISC and its subsidiaries operate. These benefits are un-funded. The cost of providing benefits under
the defined benefit plans is determined separately for each plan using the projected unit credit method. Actuarial gains
and losses for the defined benefit plans are recognised in full in the period in which they occur in other comprehensive
income. Such actuarial gains and losses are also immediately recognised in retained earnings and are not reclassified to
profit or loss in subsequent periods.

Unvested past service costs are recognised as an expense on a straight line basis over the average period until the
benefits become vested, Past service costs are recognised immediately if the benefits have already vested immediately
following the introduction of, or changes to, a pension plan.

The defined benefit liability comprises the present value of the defined benefit obligations using a discount rate based
on high quality corporate bonds. The Group has not allocated any assets to such plans,

Social security

Payments made to the social security institutions in connection with government pension plans applicable in certain
jurisdictions are dealt with as payments to defined contribution plans, where the Group’s obligations under the plans
are equivalent to those arising in a defined contribution retirement benefit plan. The Group pays confributions to the
social security institutions on a mandatory basis. The Group has no further payment obligations once the contributions
have been paid. The confributions are recognised as an employee benefit expense in the period to which- the
employees” service relates.

Revenue recognition
Revenue represents the value of services rendered to customers and is stated net of discounts and sales taxes or similar
levies.

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured, regardiess of when the payment is being made. Revenue is measured at the fair
value of the consideration received or receivable, taking into account contractually defined terms of payment and
excluding taxes or duty or discounts. The Group assesses its revenue arrangements against specific criteria to
determine if it is acting as principal or agent. The Group has concluded that it is acting as a principal in all of its
revenue arrangements since it is the primary obligor in all the revenue arrangements, has pricing latitude and is
exposed to credit risks.

The specific recognition criteria described below must also be met before revenue is recognised.

Express revenue
Express revenue is recognised upon receipt of shipment from the customer as the sales process is considered complete
and the risks are transferred to the customer.

Freight forwarding revenue
Freight forwarding revenue is recognised upon the delivery of freight to the destination or to the air carrier,

Catalogue shopping and shop 'n’ ship services revenue
Catalogue shopping and shop ‘n’ ship services revenue is recognised upon the receipt of the merchandise by the
customers.

Revenue from magazines and newspapers distribution
Revenue from magazines and newspapers distribution is recognised when it is delivered to the customers.

Revenue from logistics and document storage services
Revenue from logistics and document storage services is recognised when the services are rendered.

Interest income

Interest income is recorded using the effective interest rate method (EIR), which is the rate that exactly discounts the
estimated future cash payments or receipts through the expected life of the financial instrument or a shorter period,
where appropriate, to the net carrying amount of the financial asset or liability. Interest income is included in finance
income in the consolidated income statement.
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2.6 Summary of significant accounting policies (continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes a
substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the asset. All
other borrowing costs are expensed in the period they occur. Borrowing costs consist of interest and other costs that an
entity incurs in connection with the borrowing of funds.

Taxes

Current income tax

The Group provides for income taxes in accordance with IAS 12. As the Parent Company is incorporated in the UAE,
profits from operations of the Parent Company are not subject to taxation. However, certain subsidiaries of the Parent
Company are based in taxable jurisdictions and are therefore liable to tax. Income tax on the profit or loss for the year
comprises of current and deferred tax on the profits of these subsidiaries. Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted or substantially enacted at the reporting date, and any adjustments
to tax payable in respect of previous years.

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and
liabilities and their carrying amounts for financial reporting purposes at the reporting date,

Deferred tax assets are recognised for ail deductible temporary differences, the carry forward of unused tax credits and
any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that taxable profit will be
available against which the deductible temporary differences and the carry forward of unused tax credits and unused
tax losses can be utilised. The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred
tax asset to be utilised. Unrecognised deferred tax assets are re-assessed to each reporting date and are recognised to
the extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

Derivative financial instruments and hedge accounting

Initial recognition and subsequent measurement

The Group uses derivative financial instruments (interest rate swaps) to hedge its interest rate risk. Such derivative
financial instruments are initially recognized at fair value on the date on which a derivative contract is entered into and
are subsequently remeasured at fair value. Derivatives are carried as financial assets when the fair value is positive and
as financial labilities when the fair value is negative.

Any gains or losses arising from changes in fair value on derivatives are taken directly to profit or loss except for the
effective portion of cash flow hedges, which is recognized in other comprehensive income and later reclassified to
profit or loss when hedge item affects profit or loss.

The fair value of interest rate swap contracts is determined by reference to market values for similar instruments.

For the purpose of hedge accounting, the Group’s interest rate swaps are classified as cash flow hedges, as the Group
is hedging the exposure to variability in cash flows that is attributable to the interest rate risk associated with a highly
probable forecast transaction.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the
hedge. The documentation includes identification of the hedging instrument, the hedged item or transaction, the nature
of the risk being hedged and how the entity will assess the effectiveness of changes in the hedging instrument’s fair
value in offsetting the exposure to changes in the hedged item’s fair value or cash flows attributable to the hedged
risk. Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are
assessed on an ongoing basis to determine that they actually have been highly effective throughout the financial
reporting periods for which they were designated.

Hedges that mest the strict criteria for hedge accounting are accounted for as follows:

19



Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)
2.6 Summary of significant accounting policies (continued)
Derivative financial instruments and hedge accounting (continued)

Cash flow hedges

The effective portion of the gain or loss on the hedging instrument is recognized in other comprehensive income in the
cash flow hedge reserve, while any ineffective portion is recognized immediately in the consolidated statement of
income.

The Group uses interest rate swap contracts as hedges of its exposure to interest rate risk. The ineffective portion
relating to interest rate swap contracts is recognized in finance cost.

Amounts recognised as other comprehensive income are transferred to profit or loss when the hedged transaction
affects profit or loss, such as when the hedged financial expense is recognized.

It the hedging instrument expires or is sold, terminated or exercised without replacement or rollover (as part of the
hedging strategy), or if its designation as a hedge is revoked, or when the hedge no longer meets the criteria for hedge
accounting, any cumulative gain or loss previously recognised in OCI remains separately in equity until the forecast
transaction occurs or the interest rate firm commitment is met .

Current versus non-current classification .

Derivative instruments that are not designated as effective hedging instrument are classified as current or non-current
or separated into a current and non-current portion based on an assessment of the facts and circumstances (i.e., the
underlying contracted cash flows).

Derivative instruments that are designated as, and are effective hedging instruments, are classified consistent with the
classification of the underlying hedged item. The derivative instrument is separated into a current portion and non-
current portion only if a reliable allocation can be made.

Impairment and uncoilectability of financial assets

The Group assesses, at each reporting date, whether there is objective evidence that a financial asset or a group of
financial assets is impaired. An impairment exists if on¢ or more events that has occurred since the initial recognition
of the asset (an incurred ‘loss event™), has an impact on the estimated future cash flows of the financial asset or the
group of financial assets that can be reliably estimated. Evidence of impairment may include indications that the
debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in interest or
principal payments, the probability that they will enter bankrupicy or other financial reorganisation and observable
data indicating that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults,

Leases

Group as a lessee

Finance leases, that transfer substantially all the risks and benefits incidental to ownership of the leased item to the
Group, are capitalised at the commencement of the lease at the fair value of the leased property or, if lower, at the
present value of the minimum lease payments. Lease payments are apportioned between the finance charges and
reduction of the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability.
Finance charges are recognised in finance costs in the consolidated income statement.

A leased asset is depreciated over the shorter of the estimated useful life of the asset and the lease term, if there is no
reasonable certainty that the Group will obtain ownership by the end of the lease term.

Operating lease payments are recognised as an expense in the consolidated income statement on a straight line basis
over the lease term,

Cash dividend and non-cash distribution to equity holders of the parent

The Company recognises a liability to make cash or non-cash distributions to equity holders of the parent when the
distribution is authorised and the distribution is no longer at the discretion of the Company. As per the corporate laws,
a distribution is authorised when it is approved by the sharcholders. A corresponding amount is recognised directly in

equity.
Non-cash distributions are measured at the fair value of the assets to be distributed with fair value re-measurement
recognised directly in equity,
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2.6 Summary of significant accounting policies (continued)

Earnings per share

The Group presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated by dividing the
profit or loss aftributable to ordinary sharcholders of the Company by the weighted average number of shares
outstanding during the period. The weighted average number of ordinary shares outstanding during the period and for
all periods presented is adjusted for the issue of bonus shares.

Provisions
Provisions are recognised when the Group has an obligation (legal or constructive) arising from a past event, and the
costs to settle the obligation are both probable and able to be reliably measured,

Offsetting of financial instruments

Financial assets and financial labilities are offset and the net amount is reported in the consolidated statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there is an
intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Discontinued operations

The Group classifies non-current assets and disposal groups as held for sale or for distribution to equity holders of the
parent if their carrying amounts will be recovered principally through a sale or distribution rather than through
continuing use.

A disposal group qualifies as discontinued operation if it is:

s A component of the Group that is a CGU or a group of CGUs
e Classified as held for sale or distribution or already disposed in such a way, or
e A major line of business or major geographicat area

Discontinued operations are excluded from the results of continuing operations and are presented as a single amount as
profit or loss after tax from discontinued operations in the consolidated income statement.

3 ACQUISITION OF NON - CONTROLLING INTERESTS
Acquisition in 2012
Acquisition of non-controlling interest:

Acquisition of additional interest in Aramex Courier, Freight and Logistics Services LLC — Erbil

On 25 April 2012, the Group acquired an additional 20% interest of the voting shares of Aramex Courier, Freight and
Logistics Services LLC - Erbil, increasing its ownership interest to 100%. Cash consideration of AED 918 thousand
was paid to the non-controlling shareholders. The carrying value of the net assets of Aramex Courier, Freight and
Logistics Services LLL.C - Erbil at the acquisition date was AED 924 thousand, and the carrying value of the additional
interest acquired was AED 185 thousand. The difference of AED 733 thousand between the consideration paid and the
carrying value of the additional interest acquired has been recognised within equity as a reserve arising from
acquisition of non-controlling interests.

21



(44

{61 2104} sasEI] SOULUI] ISPUN PaUTRIq0 19aq aARY (UOIIW CZ°6T gV "T10Z7) UOI[IW £9°G] GV JO oNjeA j00q 12U B Gim sapaiyaa apnpau juawmdimbe pue juepd ‘Aradosg

LLS'IFS ST6'TF 9ET'8E CrEop 8C6'Y ra a4 8TL'y8Y 692'6T oY 1Yy CLOT WBquRda] I£ 3V
qunours SEALRI 1PN
TIR'86T 90¢°09 89¢*TL LLS 6F LT60T £65°S1 SISy 9LL'SE - : £107 Pquiadad 1¢ v
(L91°8) (rer's) (or1°0) {L80°1) (681 (i9L) (09) (otr) - SaoUAIYYIp SZueyoxsy
(s18°s8) (899°91) (18Z'6) (vre'c) (LLe) {169°1) (Zyad (L1o‘'D - sfesodsi(y
- (o%) 917 {991) (oD 9¢ - (09 - siysuel],
BRPTLL 150'72 68LP1 PTSEI L6I'F L¥P'E 79T°¢1 RL6 L - ieak o1 10} ofreyDy
9SS GOT €ob 8¢S 7SL80 08T'ch 90E° LT TSP 5¢'ce I88°67 - €10z Arenuef 1 3y
:uoieirsadagy
66€0¥8 I€T°€01 09011 07096 G9R'co $9.°6T ey 8ee S50 9TV 1¥ £107 PquWIQ ICIV
(8Z¥'c7) (LL9's) (€eg’e) (058D (88¢D) {rzo'D reT9) (®10°D) (¥06°1) SAOUBINIIP SFueYdXY
(209°890) (gs1°81) (L69°6) {1zey) (289 {Tes't) (FExard (6€L'1) - sjesodsiy
- (i6) 0Lz {961) (an 6L - (1s) - slgysuel],
100°L9 PSTPT 985‘F1 79%8°8 918 £86°¢ ¥L6'T 975'8 - SUOLIPPY
TEP'se8 €06°01 BLL'GO1 SIS'Ps OEOYS 66587 Or6'cEE LTE'6S 0£E'Sy £107 Arenuef |1y
Ty Y
0200. Y 000.GFYy 000.dTV o00.aFv 000. ATV 000.q3v 000. IV o0 adav a00. 4V
jis i saponyga g saamduicy Juanidinbs SyInd sasmpxif pun sSuppng  stuswisaosdar puvy -s10
anflo Suisnoyaing  aanpuany P1OYasp2y
INTNJINOA UNV LNV Id ‘ALYAd0Ud ¥

£107 12quiada(] 121V

SINGNALVLS TVIONVNIA d4.LVAlI'IOSNOD dHL O.L §41LON

SaLIBIPISqNS S} PUB )Sfd Xouwely



£z

9.8°69¢ - ory Py $20°0F SHZIS YIL9Y LLOP] 065'00¢ 9Pt 6T 0cE'ey Z10Z Bquadag [£1V
aunoule WEEU Hmz
966°C97 - £o'8< #5180 08zt 90E°L1 raAR 4! 0sEee 18867 - 10T 43qu2da( 1§ IV
(208°1) - (186) ($8¢) (£2¢) 9¢ (izv) - (82) - SaouUIYIIP sBuByIXy
(1ze19) - (gg9°c1) (609°L) (9957 (82) (0L8'D) - (0£9'e) - sfesodsicy
- - 629 ZC LoD 8LF (61) - (o) - SIQYSHer]
TP 6D - $98°61 0zLC1 72601 £78°C S10'c 1€2°01 9960 - IzaA ay3 103 981eyD
£F1°6CT - P65 PS 900°19 L6T9E L66°E] LIS €Y 611°€T £19°9T - Z107 Aenuef 1 1y
:noneraIdag
TEVSER - £06°Z01 8LL'ROY $TSY6 0£0°%9 665°8C Ov6°EEE LTE6S 0EC'Ed TI0Z PGS €IV
(Ls1t) - (68°1) (Z8%) (116 89 (zvD) (6¥1) (97) (90) SAOUIIRYJIP SFURYIXT
(0ov'99) - (gz9'L1) (SEr'3) (9z¢'e) (Ls1) peeD) - (S0s*p) - sfesodsi(y
- (809°8¢) - - ¥8€°C 656°1 LLL 88pce - - ssaxdosd-ug-yaom
aﬁ_mwo WIOJ) JIJSURL]
- - 189 8z (r30°'1) £05 (s2) - {coD) - SI3suRLy
984002 - €Lz LY LY 1L9°L1 THS11 $T6°S 90£°08 216°8 91TIE suontppY
£05PLY 809°8¢ 106°€6 681°001 164°6L SN 635¥T S6T0ZT SHO'SS ov1'TH Z107 Arenuef | 1y
g
000. AV 000.aTY 000.dIv 000.G3V 060.aaTV 000.dTV 000.dIv 000. ATV 000.4AV 000.4FV
mmor ssas80id soptya A ssanduioy puanmdinba syovs saampxyf pup sSuppng  sputdaosdig puny -7I0Z
~UI-HIO0M N.umb@ M_EMRQQNLQ\& 2L proyz2sny
jordn
(panunuod) INAWJINOF ANV LNV'd ‘ALHAdOHd 14

€107 Bquda 1£1V
SINHWHLVLS TVIONVNI] AFIVAI'TOSNOD HHL OL SH1ON

SOLIBIPISQNS S} pue DS[d XoWery



Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

5 GOODWILL
2013 2012
AED’800 AED000
At I January 999,152 1,010,109
Exchange differences (25,523) (10,957}

At 31 December 973,629 999,152

The Group performed its annual impairment test at 31 December 2013 and 2012. The recoverable amounts of the
cash generating units has been determined using cash flow projections from financial budgets approved by senior
management covering a five year period.

The goodwill was allocated to the following groups of cash generating units;

2013 2012

AED’008 AED'000

Express shipping 297,253 306,126
Freight forwarding 183,868 189,356
Domestic shipping 291,398 300,096
Logistics 82,535 84,999
Documents storage 109,388 109,388
Pubtlication and distribution , 9,187 9,187
973,629 999,152

Key assumptions used in value-in-use calculations
The caiculation of the value-in-use is most sensitive to the foliowing assumptions:

Transaction volumes - these are based on budgeted performance of individual cash generating units,

Discount rates - Discount rates represent the current market assessment of the risks specific to each cash generating
unit, taking into consideration the time value of money and individual risks of the underlying assets that have been
incorporated in the cash flow estimates. The discount rate calculation is based on the specific circumstances of the
Group and its operating segments and is derived from its weighted average cost of capital (WACC) for the industry
which is 12% (2012: 12%). The WACC takes into account both debt and equity. The cost of equity is derived from
the expected return on investment by the Group's investors. Cost of debt is not deemed to have any significant
impact on the rate.

Growth rate estimates -~ Growth rate used of 3% {2012: 3%) is based on actual operating results and future expected
performance.

Sensitivity to changes in assumptions
Management believes that no reasonably possible change in any of the above key assumptions would cause the
carrying value of the unit to materially exceed its recoverable amount.

24



Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2013

7 MATERIAL PARTLY - OWNED SUBSIDIARIES (continued)

The summarised financial information of this subsidiary are provided below. This information is based on amounts

before intra-group eliminations.

Summarised income statements for 2013 and 2012:

Revenue

Cost of sales
Administrative expenses
Other expenses

Profit before tax
Income tax

Profit for the year

Total comprehensive income

Attributable to:
non-controiling interests

Dividends paid to non-controlling interests

Summarised statements of financial position as at 31 December:

Cash and bank balances

Property, plant and equipment

Other current assets

Trade and other payable (current)

Interest-bearing loans and borrowing and deferred tax
Liabilities {nen-current)

Total Equity
Attributable to:

Equity holders of parent

Non-confroiling interests

2013 2012
AED 000 AED 000

535,253 424,609
(266,952) (208,014)
(190,816) (159,551)
(6,942) (4,938)
70,543 52,106
(2,749) (2,277
67,794 49,829
67,794 49,829
33,897 24,915
29,517 22,834

2013 2012

AED’000 AED000

46,862 34,583
38,328 36,284
136,594 107,421
109,725 85,273
16,185 15,442
31,056 26,178
64,758 51,395
32,379 25,698
32,379 25,698
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

7 MATERIAL PARTLY ~ OWNED SUBSIDIARIES (continued)

Summarised cash flow information for the year ended 31 December:

2013 2012
AED’000 AED'000
Operating 84,919 62,900
Investing (7,569} (9,840)
Financing (65,154} (59,202)
Net increase (decrease) in cash and cash equivalents 12,196 (6,142)

8 DISCONTINUED OPERATION
2013

Disposal of Aramex International GMBH (Germany)

On 30 April 2013, the Group disposed of 100% of its interest in Aramex International GMBH (Germany) for AED
931 thousand in cash and an amount of AED 80 thousand as a receivable. The cash flows generated by the sale of
the discontinued operation during 2013 have been considered in the statement of cash flows as part of the investing
activities.

The results of Aramex International GMBH (Germany) for the period are as follows:

2013 2012

AED000 AED'000

Up to date

of disposal
Revenue 6,034 19,833
Cost of services (5,204) (15,052)
Gross profit 1,430 4,781
Less: Overheads (1,442) (4,611)
Operating (loss) income (12) 170
Other income (expense) 41 {414)
Profit (loss) from a discontinued operation 29 (244)
Cash inflow on sale:
Consideration received 931
Cash included as cash and cash equivalents at 30 Aprii 2013 in the

statement of cash flows (351)
Net cash inflow 580
The net cash flows incurred by Aramex International GMBH (Germany) are as follows:
2013 2012

AED000 AED’000
Operating 299 (1,650)
Investing - {42)
Net cash inflow (outflow) 299 {1,692)
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“Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

8 DISCONTINUED OPERATION (continued)
Disposal of Failoh Trade and Express Services (Syria)

On 31 July 2013, the Group disposed of 100% of its interest in Falloh Trade and Express Services (Syria)

The results of Falloh Trade and Express Services (Syria)for the period are as follows:

2013

AED’'000

Up to date

of disposal
Revenue 2,415
Cost of services (1,023)
Gross profit 1,392
Less: Overheads (1,664)
Operating (loss) income 272)
Other income 463
Profit before tax from the discontinued operation 191
Income tax expense 34
Profit after tax for the period from the discontinued operation 187
Cash outflow on sale:
Consideration received -
Cash included as cash and cash equivalents at 31 July 2013 in the statement
of cash flows (120)
Net cash outflow (120)
The net cash flows incurred by Falloh Trade and Express Services (Syria)are as follows:

2013

AED'000
Operating (1,428)
Investing , -
Net cash outflow (1,428)

2012
AED000

13,964

(8,700)

5,264

(4,156}

1,108
450

1,558
23)

1,535

2012
AED 000

(120)
(24)

(144)
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

8 DISCONTINUED OPERATION (contirued)
2612

During 2012, the Group publicly announced the decision of its Board of Directors to dispose of 33.3% of its interest
in PT Global Distribution Alliance Company (Indonesia) which resulted in decreasing its ownership in PT Global
Distribution Alliance Company (Indonesia) from 75% to 50%, as a new iocal law in Indonesia restricting the
investment of foreign entities is intended to go into effect in 2014, On 30 September 2012, the Group completed the
sale of PT Global Distribution Alliance Company (Indonesia) for AED 367 thousand in cash and an amount of
AED 514 thousand to be deducted from the buyer's share of the future profits of PT Global Distribution Alliance
Company (Indonesia), resulting in a pre-tax gain of AED 771 thousand. The cash flows generated by the sale of the
discontinued operation during 2012 have been considered in the statement of cash flows as part of the investing
activities. The remaining investment in PT Global Distribution Alliance Company (Indonesia) was classified as an
investment in a joint venture.

The results of PT Global Distribution Alliance Company (Indonesia) for the year are as follows:

2012

AED’000

Up to date

of disposal
Revenue 3,304
Expenses (1,695)
Gross profit 1,609
Less: Overheads (2,423)
Operating loss (814)
Add: Other income 126
Less: Expenses {225)
Loss before tax from a discontinued operation {913)
Income tax expense -
Gain on disposal of a discontinued operation 771
Loss after tax for the period from a discontinued operation (142)
Cash outflow on sale:
Consideration received 367
Cash included as cash and cash equivalents at 31 December 2011 in the statement
of cash flows (st
Net cash inflow 176
The net cash flows incurred by PT Global Distribution Alliance Company are as follows:

2012

AED’00G
Operating 182
Investing (431)
Financing 73
Net cash cutflow (176)
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

b INVESTMENTS IN JOINT VENTURES {continued)
The joint ventures are accounted for using the equity method in the consolidated financial statements,

Summarized financial information of the joint ventures, based on its IFRS financial statements, are set out below:

2013

Aramex
Mashreg for  Aramex PT- Global  Aramex
Logistics Sinotrans  Distribution  Logistics
Services Co. LTD Allianee LLC Total
AED’000 AED’080  AED’0GR  AED’000 AED’000

Non-current assets 64,382 659 3311 31 68,383
Current assets* 24,325 11,322 1,092 27,136 63,875
Non-current liabilities (23,616) - {256) (13,514) (37.386)
Current liabilities** (7,987 (7,018) (1,565) (7,591) (24,161)
Equity 57,104 4,963 2,582 6,062 70,711
Proportion of the Group’s ownership 75% 30% 50% 50%

Carrying amount of the investment 42,828 2,482 1,291 3,031 49,632

The current assets of Aramex Mashreq include cash at banks amounted to AED 5,369 thousand, accounts
receivable amounted to AED 6,930 thousand and other current assets amounted to AED 12,026 thousand,

The current Habilities of Aramex Mashreq include deferred tax labilities amounted to AED 864 thousand,
accruals amounted to AED 835 thousand and other current liabilities amounted to AED 1,798 thousand.

*¥

2012
Aramex
Mashreq for ~ Aramex PT- Global Aramex
Logistics Sinotrans  Distribution  Logistics
Services Co. LTD Alliance LLC Total

AED'000 AED'000 AED 000 AED'000  AED 000

Non-current assets 54,445 733 3,438 3 58,619
Current assets™® 39,203 6,076 882 23,350 69,511
Non-current labilities {21,896) - {183) - (22,079
Current liabilities** 6,377) (3,437 {950) (20,446) (31,210)
Equity 65,375 3,372 3,187 2,907 74,841
Proportion of the Group ownership 75% 50% 50% 50%

Carrying amount of the investment 49,032 1,686 1,593 1,453 53,764

The current assets of Aramex Mashreq inciude cash at banks amounted to AED 3,859 thousand, accounts
receivable amounted to AED 5,757 thousand and other current assets amounted to AED 29,587 thousand.

The current liabilities of Aramex Mashreq include deferred tax liabilities amounted to AED 390 thousand,
accruals amounted to AED 492 thousand and other current liabilities amounted to AED 2,258 thousand.

A%
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

9 INVESTMENTS IN JOINT VENTURES (continued)

Summarized statement of profit or loss of the joint ventures:

2013

Aramex
Mashreq for  Aramex PT- Gighal  Aramex
Logistics Sinotrans  Distribution  Logisrics
Services Co. LTD Alliance LLC Total
AED0080  AED'GO0  AED000  AED’G0  AED'000

Revenue 35,162 30,008 4,533 - 69,703
Cost of sale (15,087) (25,599 (2,311) - {42,997)
Administrative expenses* (19,322) (10,970 (2,945) {1,602) (34,839
Profit (loss) before tax 753 (6,561} (723) {1,602) (8,133
Income tax expense (355) - 42 - 313)
Profit {loss) for the year 398 (6,561) (681) (1,602) (8,446)
Group share of profit (less) for the year 298 (3,281) (340} (801) (4,124)
* The administrative expenses of Aramex Mashreq include depreciation expense amounted to AED 3,924
thousand.
. 2012
Aramex
Mashreg for ~ Aramex PT- Global Aramex

Logistics Sinotrans  Distribution  Logistics

Services® Co. LTD Allianee LLC Total

AED’000 AED'000 AED’000 AED000  AED'G00
Revenue 34,006 12,510 1,131 - 47,647
Cost of sale (17,551) (10,823) (580) - (28,954)
Administrative expenses* (15,150} (9,329} (876) (770) (26,125)
Profit {loss) before tax 1,305 (7,642) (325) (770} (7,432)
Income tax expense (347) - (18) - (365)
Profit (loss) for the year 958 (7.642) (343) {770} (7,797)
Group share of profit (loss) for the year 718 (3,821) (172) (385) {3,660)

* The administrative expenses of Aramex Mashreq include depreciation expense amounted to AED 2,805
thousand.

The joint ventures have capital commitments of AED 7 million towards construction of property, plant and
eguipment (2012: AED 16.2 million).
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

10 INVESTMENT IN AN ASSOCIATE
The Group has & 49% interest in Aramex Tunisia Limited which is involved in the business of freight forwarding,
Aramex Tunisia Limited is a private entity that is not listed in any public exchange.

The Group’s interest in Aramex Tunisia Limited is accounted for using the equity method in the consolidated
financial statements. The following table illustrates the summarized financial information of the Group’s investment
in Aramex Tunisia Limited.

2013 2012

AED’000 AED 000
Non-current assets 208 280
Current assets 2,081 695
Current labilities (3,905) (856}
Equity (1,616) 119
Proportion of the Group’s ownership 4%% 49%
Group’s share (792) 58
Add: Embedded goodwill 878 878
Carrying amount of the investment 36 536
Share of the associate’s revenue and loss:

2013 2012

AED’400 AED 000
Revenues 4,003 3,166
Cost (2,234) {1,453)
Administrative expenses (3,500) (2,394)
Profit before tax (1,731) (681)
Income tax expense 4) (3)
Loss for the year (1,735) (684)
Group’s share of loss for the year (850) (335)

The associate has no contingent fiabilities or capital commitments as at 31 December 2013 and 2012,
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Aramex PISC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

11 INCOME TAX

The charge for income tax on results of operations of foreign subsidiaries comprises the following:

2013 2012
AED’000 AED'000
Current income tax expense 31,682 26,875
Deferred income tax 553 (72}
Foreign exchange rate (i37 (I51)
Income tax expense reported in the consolidated income statement 32,098 26,652
Deferred tax relates to the following:
2013 2012
AED’000 AED'000
Provision for doubtful accounts 492 347
Depreciation (134) {104)
Employees end of service benefits (230) 654
Net operating losses carried forward 432 2
Capital allowance (362) {155)
Others 69% 766
957 1,510
Recognised as follows:
As deferred tax assets 2,382 2,824
As deferred tax liabilities (1,425) (1,314)
937 1,510
Reconciliation between accounting profit and taxable profit:
2013 20i2
AED'060 AED 000
Accounting profit before income tax 347,040 297,015
Non-deductible expenses 76,693 78,027
Losses carried forward - (2,254)
Taxable profit 423,733 372,788
Income tax expense reported in the consolidated income statement 32,098 26,652
Effective income tax rate 9.25% 8.97%

In some countries, the tax returns for certain years have not yet been reviewed by the tax authorities. In certain tax
jurisdictions, the Group has provided for its tax exposures based on the cuirent interpretation and enforcement of
the tax legislation in the jurisdiction. However, the Group’s management is satisfied that adequate provisions have
been made for potential tax contingencies. ‘
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

12 ACCOUNTS RECEIVABLE

2013
AED’000
Trade receivables 653,231
Less: allowance for doubtful accounts {49,330)
603,901
Geographic concentration of trade receivables as of 31 December is as follows:
2013
%
- Middie East and Africa 79
- Europe 13
- North America i
- Asia 7

2012
AED'000

630,865
(47,398)

583,467

2012
%

73
15
2
8

As at 31 December 2013, trade receivables at nominal value of AED 49,330 thousand (2012: AED 47,398

thousand) were impaired. Movements in the allowance for impairment of receivables were as follows:

2013 2012
AED’G0G AED 000
At T January 47,398 39,029
Charge for the year 8,288 15,520
Unused amounts reversed {(729) (1,027
Amounts written-off’ (5,627) 6,124)
At 31 December 49,330 47,398
As at 31 December, the ageing analysis of trade receivables was as follows:
Past due but not impaired
0-60 61-90 gl1-180 181-365 More than
Total days days days days I year
AED 000 AED 000 AED’G00 AED 300 AED'000 AED00G
2013 603,901 489,298 64,720 36,314 13,569 -
2012 583,467 472,945 64,029 32,521 13,972 -

Unimpaired receivables are expected, on the basis of past experience, to be fully recoverable.
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Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2013

13 OTHER CURRENT ASSETS

2013 2012
AED'060 AED000
Prepaid expenses 42,054 43,494
Advances and other receivables * 84,876 91,865
126,930 135,363

*  Advances and other receivables include an amount of AED 6 million (2012; AED 12 million) due from a related
party in connection with employees participating in an incentive plan as at 31 December 2013 and 2012,

14 CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise of the following:

2013 20i2
AED’600 AED 000
Cash and short term deposits 656,972 333,673
Less: cash margin (11,528) (12,837)
Less: bank overdrafts (note 22) - (11,329)

645,444 309,507

Included in cash and short term deposits are amounts totalling AED 199,703 thousand (31 December 2012
AED 175,789 thousand) held at foreign banks abroad.

15 SHARE CAPITAL

2013 20#2
AED’000 AED 000
Authorised, issued and paid up
1,464,100,000 ordinary shares of AED | each (2012: 1,464,100,000

ordinary shares of AED | each) 1,464,100 1,464,100

16 RESERVES

Statutory reserve

In accordance with the Articles of Association of certain entities in the Group and Article 255 of the UAE Federal
Commercial Companies Law of 1984 (as amended), a minimum of 10% of the net profit for the year of the
individual entities to which the law is applicable has been transferred to a statutory reserve. Such transfers may be
ceased when the statutory reserve equals half of the paid up share capital of the applicable entities. This reserve is
non distributable except in certain circumstances. The consolidated statutory reserve reflects transfers made post-
acquisition for subsidiary companies together with transfers made by the parent company. It does not, however,
reflect the additional transfers to the consolidated statutory reserves which would be made if the retained post-
acquisition profits of the subsidiaries were distributed to the Parent Company,

Foreign currency transiation reserve
The foreign currency translation reserve is used to record exchange differences arising from the translation of the
financial statements of foreign subsidiaries.

36



Aramex PJSC and its subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 3] December 2013

16 RESERVES {continued)

Reserve arising from acquisition of ron-controliing interests
The reserve represents the difference between the consideration paid to acquire non-controlling interests and the
carrying amount of those interests at the date of acquisition.

17 BDERIVATIVE FINANCIAL INSTRUMENTS

During January 2012, the Group entered into a loan agreement with Arab Bank for an amount of USD 50 million.
The loan bears interest at USD three month LIBOR plus 225 basis points per annum. The Group had drawn down
the loan during January 2013, The purpose of the loan is to finance expected acquisition costs. The loan is repayable
in 20 consecutive equal quarterly instalments of USD 2.5 million each, commencing after withdrawal of the full
loan amount.

Derivative financial instruments - interest rate swaps

The Group’s loan with Arab Bank is in the form of variable interest rate loan. To mitigate its exposure to
fluctuations in market interest rates, the Group entered into interest rate swap coniracts that effectively fix the
interest rate on 100% of its available facilities with Arab Bank. Under the terms of these contracts, the Group pays
a pre-determined fixed rate (1.19%) of interest on a notional principal balance equal to amounts expected to be
drawn down and receives from the counter-party a floating rate of interest on the same notional principal balance
equals to USD three month LIBOR,

For the purpose of hedge accounting, the Group’s inferest rate swap contracts are classified as cash flow hedges, as
the Group is hedging exposure to variability in cash flows that is attributable to the interest rate risk associated with
a highly probable forecast transaction.

As of 31 December 2013, the cash flow hedges were assessed to be highly effective and an unrealized gain of AED
1,460 thousand was included in other comprehensive income, while an expense of AED 1,510 thousand was
reclassified from other comprehensive income to the consolidated income statement and the corresponding negative
fair value of the interest rate swap deal amounted to AED 1,500 thousand (2012: AED 2,960 thousand) was
recorded as a liability in the consolidated statement of financial position.

18 RETAINED EARNINGS

Dividends
The General Assembly approved in its meeting held on 16 April 2013 a cash dividend for 2012 of 10% of the
Company’s share capital.

The General Assembly approved in its meeting held on 11 April 2012 a cash dividend for 2011 of 5% of the
Company’s share capital,

Directors’ fees paid

Directors’ fees of AED 2.25 million representing remuncration for attending meetings and compensation for
professional services rendered by the Directors for the year 2012 were paid in 2013 (2012: AED 2.25 million
representing remuneration for attending meetings and compensation for professional services rendered by the
Directors for the year 2611 were paid in 2012).
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19 LOANS AND BORROWINGS

2013
AED000
Non-current
Term loan* 120,679
Notes payable 83
Finance lease obligations (a) 7,333
128,095
Current
Term loan* 38,464
Notes payable 1,987
Finance lease obligations (a) 8,851
49,302

2012
AED'000

2,614
2,321
7.431

12,366
3,142
4,351
8,011

15,704

*  During January 2012, the Group entered into a loan agreement with Arab Bank for an amount of USD 50
million { AED 184 million), The loan bears interest at USD three month LIBOR plus 225 basis points per
annum. The Group had drawn down the loan during January 2013, The purpose of the loan is to finance
expected acquisitions. The loan is repayable in 20 consecutive equal quarterly instalments of USD 2.5 million

(AED 9 million) each, the first instalment was due in April 2013

(a) Finance lease obligation

Future minimum annual payments under all non-cancellabie finance leases are as follows:

Future
minimum
lease payments Interest

AED 000G AED 000
Less than one year 9,907 1,056
Between one and five years 7,694 361
31 December 2013 17,601 1,417
Less than one year - 9218 1,207
Between one and five years 7,992 561
31 December 2012 17,210 1,768

Present value of
minimum

lease payments
AED 000

8,851
7,333

16,184
8,011
7.431

15,442

Finance lease obligations have maturities till 2016, Interest rate on finance lease obligations is 8%. (2012: 8%),
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20 EMPLOYEES' END OF SERVICE BENEFITS

Movements on provision for employees’ end of service benefits were as follows:

2013 2012

AED000 AED'000
Provision as at 1 January ' 91,166 79,660
Provided during the year 22,688 20,001
Paid during the year (10,612) (7.480)
Disposal of a subsidiary (307) (105)
Exchange differences (466) (910)
Provision as at 31 December 163,066 91,166
Actuarial gains and losses - .
Present value of the defined benefit obligations 103,066 91,166

21 ACCOUNTS PAYABLE

Trade payables mainly include payables to third party suppliers against invoices received from them for line haul,
freight services, handling and delivery charges,

22 BANK OVERDRAFTS

The Group maintains overdrafts and lines of credit with various banks. Aramex International Limited (AIL) has
provided a corporate guarantee of AED 1.8 million to Audi Bank in Lebanon to secure the bank facilities given for
the Aramex subsidiary in Lebanon. The outstanding balance of the overdrafts and fines of credit amounted to AED
Nil as of 31 December 2013 (2012: AED 173 thousand),

Aramex Ireland Limited has outstanding bank overdrafis and lines of credit (that includes invoicing discounting) of
AED Nil as at 31 December 2013 (2012: AED 7.76 million), which are secured by a floating charge over the assets
of Aramex Ireland Limited together with inter-company guarantees within the Group.

Aramex Emirates LLC has outstanding overdrafts from the Arab Bank of AED Nil as at 31 December 2013
(2012: AED 3.39 million) with guarantees amounted to AED 15,213 thousand.

23 OTHER CURRENT LIABILITIES

2013 2012

AED 008 AED 000
Accrued expenses 325,593 313,665
Deferred revenue 16,263 15,672
Sales tax and other taxes 17,674 8,946
Income taxes payable 28,375 22,428
Customers’ deposits 6,274 403
Social security taxes payable 6,791 7,694
Others 13,568 11,643

413,930 380,451
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24 REVENUE

2013 2012
AED'000 AED'000
International express 1,056,942 968,673
Freight forwarding 1,234,706 1,169,037
Domestic express 645,026 592,899
Logistics 169,648 138,284
Publications and distribution 28,272 25,630
Others* 198,244 177,066
3,324,838 3,071,589

* Represents revenues from other special services which the Group renders, including airline ticketing and travel,
visa services and revenues from document retention business. All related costs are reflected in cost of services.

5 COST OF SERVICES

2013 2012

AED’000 AED'000
International express 347,611 324,186
Freight forwarding 905,247 862,061
Domestic express 197,885 167,306
Logistics 34,550 24,641
Publications and distribution 13,554 18,875
Others 24,691 20,178
1,523,538 1,417,247

26 ADMINISTRATIVE EXPENSES

2013 2012

AED000 AED 000
Salaries and benefits 319,298 289,390
Rent 49,292 50,965
Depreciation 49,520 45,489
Communication expenses 29,858 25,764
Repairs and maintenance 15,473 14,421
Travel expenses 15,601 . 15,300
Allowance for impairment of receivables (note 12) 7,559 14,493
Utilities 11,102 10,978
Printing and stationary 8,241 8,780
Entertainment 7,145 6,262
Vehicle running expenses 4,395 4,161
Insurance and security 12,232 10,719
Government fees and taxes 30,419 29,806
Corporate Social Responsibility 6,971 6,399
Sponsorship _ 154 331
Others 76,960 68,579
635,220 601,837
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27 OPERATING EXPENSES

2013 2012
AED’000 AED'000
Salaries and benefits 437,769 397,643
Vehicle running and maintenance 81,055 79.412
Supplies 24,899 24,789
Communication expenses 6,815 5,962
Depreciation 27,728 23,812
Rent 49,003 44,772
Others 37,513 33,359
664,713 609,749
28 OTHER INCOME
2013 2012
AED'G00 AED'000
Exchange gain (loss) 2,630 (1,213)
Gain (loss) on sale of property, plant and equipment 277 (503)
Miscellaneous income 2,715 3,857
Gain from valuation of the investment in joint venture (note 9) - 1,541

5,622 3,682

29 RELATED PARTY TRANSACTIONS

Certain related parties (directors, officers of the Group and companies which they control or over which they exert
significant influence) were suppliers of the Company and its subsidiaries in the ordinary course of business. Such
transacttons were made on substantially the same terms as with unrelated parties.

Transactions with related parties included in the consolidated income statement are as follows:

Related party Total
Companies
controlled by
Officers the directors 2013 2012
AED'000 AED'000 AED'000 AED'000
Rent expense 329 1,389 1,718 1,720

During 2012, Aramex Ireland Limited purchased premises from its director amounted to AED 49,485 thousand.

Compensation of key management personnel of the Group

Compensation of the key management personnel, including executive officers, comprises the following:

2013 2012
AED'000 AED'000
Salaries and other short term benefits 9,280 13,391
End of service benefits 346 938
9,626 14,349
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29 RELATED PARTY TRANSACTIONS (continued)

Significant subsidiaries of the Group include:

Aramex Jordan Ltd.

Aramex India Private Limited, India

Aramex International Egypt for Air and Local services (5.A.E), Egypt
Aramex Bahrain S.P.C

Aramex Emirates LLC, UAE

Aramex Ireland Limited

Aramex Nederland B.V.

Aramex South Africa PTY Ltd.

All of the above subsidiaries are 100% owned by the Parent Company.

Certain subsidiaries of the Group are controlled through shareholder agreements and accordingly consolidated in
these consolidated financial statements.

The following table provides the total amount of transactions that have been entered into with related parties for the
relevant financial year. The outstanding balances as at 31 December 2013 and 2012, are included Notes 12 and 21:

Amounis Amounts Long
Sales to Cost owed by owed to term loan
related Sfrom related related related granted to
parties parties parties® parties*  related parties

AED G600 AED 000 AED 000 AED’000 AED'GO0

Associate:

Aramex Tunisia Limited 2013 A - - 722 -
2012 19 - - 363 -
Joint ventures in which the
Parent is a venturer: 2013 244 4,572 2,054 1,407 6,751
2012 51 969 2,757 9,914 -

*  These amounts are classified as trade receivables and trade payables, respectively.

3¢ EARNINGS PER SHARE
31 December 31 December

2013 2012
Profit attributable to shareholders of the
Parent {AED’000) 277,958 244,119
Weighted average number of shares during
the year (shares) 1,464 million 1,464 mitlion
Basic and diluted earnings per share (AED) 6.190 0.167
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31 OPERATING LEASES

Group as lessee

The Group leases land, office space, warehouses and transportation equipments under various operating leases,
some of which are renewable annually. Rent expense related to these leases amounted to AED 98.3 million for the
year ended 31 December 2013 (2012: AED 95.7 million). The Group believes that most operating leases will be
renewed at comparable rates to the expiring leases.

The approximate minimum rental commitments of the Group under the existing lease agreements are as follows:

2013 2012
AED’000 AED’000
Less than one year 94,409 93,399
Between one and five years 352,950 353,299
More than five years 34,956 57,004
482,315 503,702

32 STOCK BENEFIT PLAN

On 18 December 2013, the Board of Directors have approved an employee stock benefit plan (the “plan™). The
Board requested that the nomination and remuneration committee discusses the details of the plan, including
beneficiaries and number of shares to be allocated to each beneficiary. The details of the plan will be notified to
employees during 2014 and no stock options were granted during 2013.

33 SEGMENTAL INFORMATION
For management purposes, the Group is organised into five operating segments:

- International express: includes delivery of small packages across the globe to both, retail and wholesale
CUstomers.

- Freight forwarding: includes forwarding of loose or consolidated freight through air, land and ocean
transport, warehousing, customer clearance and break bulk services.

- Domestic express: includes express delivery of small parcels and pick up and deliver shipments within the
country.

- Logistics: includes warehousing and its management distribution, supply chain management, inventory
management as well as other value added services.

- Other operations: includes catalogue shipping services, document storage, airline ticketing and travel, visa
services, and publication and distribution.

Management monitors the operating results of the operating segments separately for the purpose of making
decisions about resource allocation and performance assessment. Segment performance is evaluated based on
operating profit or loss.

Transfer prices between operating segments are on an arm’s - length basis in a manner similar to transactions with
third parties,

The following table presents revenue and profit information regarding the Group’s operating segments for the years
ended 31 December 2013 and 2012, respectively.
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33 SEGMENTAL INFORMATION (continued)

Geographical segments

The business segments are managed on a worldwide basis, but operate in four principal geographical areas, Middle
East and Africa, Europe, North America and Asia. [n presenting information on the geographical segments, segment
revenue is based on the geographical location of customers. Segments assets are based on the location of the assets,

Revenues, assets and liabilities by geographical segment are as follows:

2013 20i2
AED006 AED 000
Revenues
Middle East and Aftica 2,480,656 2,229,036
Europe 526,394 500,626
North America 51,147 66,266
Asia 266,641 275,661
3,324,838 3,071,589
Assets
Middle East and Africa 2,504,112 2,215,614
Europe 353,071 352,716
Notrth America 24,335 28,920
Asia 104,304 117,910
2,985,822 2,713,166
Non- current assets™
Middle East and Africa 523,084 553,591
Europe 70,257 72,109
North America 6,839 8,269
Asia 15,027 17,513
615,207 651,482
Liabilities
Middle East and Africa 697,880 492,304
Europe 107,297 113,214
North America 9,841 13,084
Asia 43,959 50,493
838,977 669,095

¥ Non-current assets for this purpose consist of property, plant and equipment, other intangible assets, investments
in joint ventures and investment in an associate. Goodwill is allocated to business segments (note 5).

34 COMMITMENTS AND CONTINGENCIES

Contingent liabilities

2013 2012
AED’000 AED'000

Letters of guarantee 74,856 66,875
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34 COMMITMENTS AND CONTINGENCIES (continued)

Claims against the Group

The Group is a defendant in a number of lawsuits amounting to AED 17,179 thousand representing legal actions and
claims related to its ordinary course of business (2012: AED 10,242 thousand). The management and their legal
advisors believe that the provision recorded of AED 7,546 thousand as of 31 December 2013 is sufficient to meet the
obligations that may arise from the lawsuits (2012: AED 3,853 thousand).

38 RISK MANAGEMENT

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Group is exposed to interest rate risk on its interest bearing assets and
liabilities (bank deposits, bank overdrafts, notes payable and term loans).

To manage this, the Group enters into interest rate swaps, in which the Group agrees to exchange, at specified
intervals, the difference between fixed and variable rate interest amounts calculated by reference to an agreed-upon
notional principal amount. These swaps are designated to hedge underlying debt obligations.

The sensitivity of the consolidated income statement is the effect of the assumed changes in interest rates on the
Group's profit for one year, based on the floating rate financial assets and financial liabilities held at 31 December.

The following table demonstrates the sensitivity of the consolidated income statement to reasonably possible
changes in interest rates, with all other variables held constant. There is no other direct impact on the Group’s

equity.

Increase/ Effect on
{decrease} in profit for
basis points the year
AED’000
2013
Variable rate instruments +100 3,705
Variable rate instruments -100 {3,70%5)
2012
Variable rate instruments +100 67
Variable rate instruments -100 (967
Credit risk

This is the risk that other parties will fail to discharge their obligations to the Group. The Group manages credit risk
with its customers by establishing credit limits for customers' balances and also disconnects the service for
customers exceeding certain limits for a certain period of time. Also, the diversity of the Group’s customer base
(residential, corporate, government agencies) limits the credit risk. The Group also has a credit department that
continuously monitors the credit status of the Group’s customers.

The Group also deposits its cash balances with a number of major high rated financial institutions and has a policy
of limiting its balances deposited with cach institution,

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
demographics of the Group’s customer base, including the default risk of the industry and country, in which
customers operate, has less of an influence on credit risk. The Group eams its revenues from a large number of
customers spread across different geographical segments. However, geographically 79 percent of the Group's trade
receivables are based in Middle East and Africa.

Management has established a credit policy under which new customers are analysed individually for
creditworthiness before the Group’s standard payment and delivery terms and conditions are offered. Purchase
limits are established for customers, who represent the maximum open amount without requiring approval from
senior Group management; these limiis are reviewed regularly.
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3s RISK MANAGEMENT (cortinued)
Credit risk (continued)

A significant portion of the Group’s customers have been transacting with the Group for a number of years, and
losses have occurred infrequently. In monitoring customer credit risk, customers are grouped according to their
credit characteristics, including whether they are an individual or legal entity, whether they are an agent,
wholesaler, retailer or end-user customer, geographic location, industry, aging profile, maturity and existence of
previous financial difficulties,

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade
and other receivables. The main components of this allowance are a specific loss component that relates to
individually significant exposures, and a collective loss component established for groups of similar assets in
respect of losses that have been incurred but not yet identified. The collective loss allowance is determined based on
historical data of payment statistics for similar financial assets.

Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due. 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.

The Group currently has sufficient cash on demand to meet expected operational expenses, including the servicing
of financial obligations.

The table below summarises the maturities of the group’s financial liabilities at 31 December, based on contractual
undiscounted payments:

At 31T December 2013
Less than Jtel2

. 3 months months 1-2 year 2-5 years > 5 years Total
AED’0060 AED’000 AED’600 AED'060 AED’ 000 AED000

Term foans 11,087 31,269 40,345 87,713 - 170,414
Notes payable 705 1,422 139 41 - 2,307
Finance lease obligations 2,703 7,204 6,547 1,147 - 17,601
Trade and other payables 534,046 - - - - 534,046

548,541 39,895 47,031 88,901 - 724,368

At 31 December 2012

Less than Jto 12
3 months months 1-2 year 2-5 years > 5 years Total
AED 000 AED’600 AED 000 AED 600 AED’060 AED 000

Term loans 912 2,783 2,369 266 - 6,330
Notes payable 1,528 3,388 2,370 41 - 7,327
Finance lease obligations 2,455 6,763 5,658 2,334 - 17,210
Bank overdrafis 11,329 - - - - 11,329
Trade and other payables 480,772 - - - - 480,772

496,996 12,934 10,397 2,641 - 522,968
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3s RISK MANAGEMENT (continued)

Currency risk
Foreign currency risk is the risk that the fair value of future cash flows of financial instruments will fluctuate
because of changes in foreign currency exchange rates.

The Group is exposed to currency risk mainly on purchases and sales that are denominated in a currency other than
the respective functional currencies of the Group entities, primarily the United States Dollar (USD), Eurc, Egyptian
Pound, Sterling (GBP), South African Rand, Turkish Lira and the Indian Rupee (INR). The cwrrencies in which
these transactions are primarily denominated are Euro, USD, ZAR, TYL and GBP. The Parent Company’s and a
number of other Group entities” functional currencies are either the USD or currencies that are pegged to the USD.
As a significant portion of the Group’s transactions are denominated in USD, this reduces currency risk. The Group
also has currency exposures on intra group transactions in the case of Group entities where the functional currency
is not the USD or a currency that is not pegged to the USD. Intra Group transactions are primarily denominated in
LiSD.

The Group hedges some of its trade payables denominated in certain foreign currencies, mainly Euros and Indian
Rupee. However, a significant portion of the Group’s trade payables and all of its foreign currency receivables,
denominated in a currency other than the functional currency of the respective Group entities, are subject to risks
associated with currency exchange fluctuation. The Group reduces some of this currency exposure by maintaining
some of its bank balances in foreign currencies in which some of its trade payables are denominated. This provides
an economic hedge.

The following table demonstrates the sensitivity to a reasonably possibie change in the AED exchange rate, with all
other variables held constant, of the Group’s profit before tax (due to changes in the fair value of monetary assets
and liabilities).

Changes in Effect on
currency rate profit
to AED before tax
% AED'000
2013
EUR +10 217)
INR +10 (57
GBP +10 1,661
EGP +10 282
TYL +10 (519)
ZAR +10 (38)
2012
EUR +10 61
INR +10 386
GBP +10 2,000
EGP +i0 (744)
TYL +10 (365)
ZAR +10 823

The effect of decreases in exchange rates are expected to be equal and opposite to the effects of the increases
shown,
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35 RISK MANAGEMENT (continued)

Capital management

The Group manages its capital structure and makes adjustments to it in light of changes in business conditions.
No changes were made in the objectives, policies or processes during the years ended 31 December 2013 and
31 December 2012. Capital comprises share capital, statutory reserve, reserve arising from acquisition of
non-comtrolling interests and retained earnings, and is measured at AED 2,180,554 thousand as at 31 December
2013 (2012: AED 2,051,246 thousand).

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence
and to sustain future development of the business. The Board of Directors monitors the retumn on capital, which the
Group defines as net operating income divided by total shareholders’ equity, excluding non-controlling interests,
The Board of Directors also monitors the level of dividends to shareholders.

The Board secks t0 maintain a balance between the higher retumns that might be possible with higher levels of
borrowings and the advantages and security afforded by a sound capital position. The Group currently has minimal
borrowings. In the medium to long term, the Group believes that having a debt to equity ratio of up to 50% would
still enable the Group to achieve its objective of maintaining a strong capital base.

Neither the Company nor any of its subsidiaries are subject to externally imposed capital requirements other than
the statutory requirements in the jurisdictions where the Group entities are incorporated.

36 FAIR VALUES OF FINANCIAL INSTRUMENTS
Financial instruments comprise financial assets and financial liabilities.

Financial assets consist of cash and bank balances, receivables and other current assets, Financial liabilities consist
of loans and borrowings, bank overdrafis, trade payables and other current liabilities.

The fair values of financial instruments are not materially different from their carrying values.

The fair values of all instruments measured at fair value are determined using level 2 in the fair value hierarchy as
per the following table:

Quantitative disclosures fair value measurement hierarchy for assets as at 31 December 2013:

Fuair value measurement using

Quoted prices Significant  Significant
in active observable unobservable

markets inputs inputs
Date of valuation Total (Level I) (Level 2) (Level 3)
Linbilities measured af fair value: AEDG0G  AED 000 AED'000 AED 000
Derivative financial liabilities
Interest rate swap 31 December 2013 1,500 - 1,500 -

Quantitative disclosures fair value measurement hierarchy for assets as at 31 December 2012:

Falr value measurement using

Quoted prices  Significant  Significant
in active observable unobservable
markets inputs inputs

Date of valuation Total (Level {) (Level 2) {Level 3)
AED'000  AED 000 AED 000 AED'000
Liabilities for which fair value are disclosed:

Derivative financial liabilities
Interest rate swap 31 December 2012 2,960 - 2,960 -
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37 KEY SOURCES OF ESTIMATION UNCERTAINTY

Impairment of accounts receivable

An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no
longer probable. For individually significant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and a provision applied
according to the length of time past due, based on historical recovery rates.

At the statement of financial position date, gross trade accounts receivable were AED 653,231 thousand
(2012: AED 630,865 thousand) and the provision for doubtful debts was AED 49,330 thousand (2012: AED 47,398
thousand). Any difference between the amounts actually collected in future periods and the amounts expected will
be recognised in the consolidated income statement.

Useful lives of property and equipment

The Group's management determines the estimated useful fives of its property, plant 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.

Fair value measurement of contingent consideration

Contingent consideration, resulting from business combinations, is valued at fair value at the acquisition date as part
of the business combination, When the contingent consideration meets the definition of & derivative and, thus, a
financial liability, it is subsequently remeasured to fair value at each reporting date. The determination of the fair
value is based on discounted cash flows. The key assumptions take into consideration the probability of meeting
each performance target and the discount factor.

As part of the identification and measurement of assets and liabilities in the acquisition of Acquaship customer list,
the Group identified an element of contingent consideration with a fair value of AED 2,716 thousand at the
acquisition date, remeasured to AED 818 thousand as at the reporting date, which is classified as current liabilities.

Goodwill impairment

The impairment test is based on the “value in use” calculation. These calculations have used cash flow projections
based on actual operating results and fiuture expected performance. A discount rate of 12% has been used in
discounting the cash flows projected (refer to note 5).

Provision for tax

The Group reviews the provision for tax on a regular basis. In determining the provision for tax, laws of particular
jurisdictions (where applicable entity is registered) are taken into account. The management considers the provision
for tax to be a reasonable estimate of potential tax liability after considering the applicable laws and past
experience,

End of service benefits

In determining the appropriate discount rate, management considers the interest rates of corporate bonds in the
respective currency with at least AA rating, with extrapolated maturities corresponding to the expected duration of
the defined benefit obligation. The underlying bonds are further reviewed for quality, and those having excessive
credit spreads are removed from the population of bonds on which the discount rate is based, on the basis that they
do not represent high quality bonds.

The mortality rate is based on publicly available mortality tables for the related countries. Future salary increases
are based on expected future inflation rates for the respective country.

Useful lives of intangible assets with finite lives

The Group's management determines the estimated useful lives of its intangible assets with finite lives for
calculating amortisation. This estimate is determined after considering the expected pattern of consumption of
future economic benefits embodied in the asset. Management reviews the amortisation peried and amortisation
method for an intangible with a finite life at least each financial year end and future amortisation charges will be
adjusted where the management believes the useful lives differ from previous estimates.

Identifiable assets and Habilities taken over on acquisition of subsidiaries

‘The Group separately recognises assets and liabilities on the acquisition of a subsidiary when it is probable that the
associated economic benefits will flow to the acquirer or when, in the case of liability, it is probable that an outfiow
of economic resources will be required to settle the obligation and the fair value of the asset or liability can be
measured reliably. Intangible assets and contingent liabilities are separately recognised when they meet the criteria
for recognition set out in IFRS 3. Intangible assets, acquired on acquisition, mainly represent lisis of customers,
bound by a contract, valued on the basis of minimum cash flows,
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