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Report of the Fatwa and Sharia Supervisory Board (FSSB) on the
Company’s Business for 2009
Submitted to the shareholders of Amlak Finance PISC

First: Corporate Activities:

The FSSB oversaw the 2009 corporate and transactions and effectively
directed various departments to comply with tenets of Islamic Sharia and
respective fatwas (rulings). To achieve this, the FSSB held several meetings
with corporate executives during the year.

Second:

In cooperation with the FSSB, the Company embarked on a new scheme to
train its personnel with new Sharia-compliant contracts and modus operandi.

Third:

1- The FSSB reviewed the corporate ledgers, files and documents with a
view to obtaining the data and information deemed necessary for
performing the Sharia-compliance review and audit.

2- The FSSB examined the transactions presented to it over the year,
approved relevant contracts and documents, responded to the
-enquiries raised thereof, and issued appropriate decisions and rufings,
which were subsequently forwarded to relevant department heads for

execution.
Fourth:

In response to the FSSB request, the Company has appointed a Sharia
Auditor who eventually submitted his audit report about corporate activities to
FSSB. Based on the report, the FSSB made recommendations to various
corporate departments on the execution of certain transactions and the
management has accepted to act accordingly.

Fifth: Financial Statements:

1- FSSB has reviewed the Company's P&L Statement, Balance Sheet, Income
Statement and accounting policies applied for the preparation of Financial
Statements for the year 2009 and concluded that the financial records are in
agreement with the data submitted by the Company's management. '
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Accordingly, the FSSB concludes that such policies and principles are not to
prejudice the tenets of Islamic Sharfa.

The Company has disclosed the value of Ijarah Assets, which have been sold
and transferred to Sukuk holders under its Ijarah portfolio, and the respective
Sukuk is disclosed under liabiiities. According to the Company's management,
this disclosure is required under the provisions of International Financial
Reporting Standards; which is mandatory as per the UAE Central Bank for all
financial institutions. As per the Sharia Standardization Council's decision,
these Ijarah assets and the associated liabilities should not be included in the
Balance Sheet.

However this non-compliance is only related to the difference in the
presentation, while the substance of these transactions is Sharia compliant.

2- Pursuant to the Company's Article of Association No. 62, the FSSB has
renewed the Zakat calculation on behalf of the Shareholders in accordance
with the Sharia principles. The Zakat on company's share capital is the
shareholder's responsibility, therefore, the FSSB has calculated per share
accrued Zakat and the shareholders will be notified accordingly.

Based on the review of the transactions and the remarks and responses
received by the management, the FSSB hereby states that the corporate
transactions followed Sharia-compliance modus operandi and contracts and
FSSB rulings and recommendations. In conclusion, the company has complied
in whole with the tenets of the Islamic Sharla from the data of transactlon to

- the year ended 2009.

FSSB Members

Professor Hussein Hamed Hassan Chairman
Sheikh Mohammed Abdel Razaq al-Siddiq Member
Dr. Mohammad Abdel Hakeem Zo'eir Member & Secretary
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AMLAK FINANCE PJSC

Report on the Financial Statements

We have audited the accompanying financial statements of Amlak Finance PJSC (the ‘Company”) and its
subsidiaries (together the ‘Group’), which comprise the consolidated statement of financial position as at
T 31 December 2009 and the consolidated income statement, consolidated statement of 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 explanatory notes.

Board of Direciors’ Responsibility for the Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with International Financial Reporting Standards, the applicable
: provisions of the Articles and Memorandum of Association of the Company and the UAE Commercial
- Companies Law of 1984 (as amended). This responsibility includes: designing, implementing and
maintaining internal control relevant to the preparation and fair presentation of financial statements that
are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

......

Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.

Except as discussed in the qualification paragraph, 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 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 financial statements. The procedures selected depend on the auditors’ judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
f error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
= preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate for 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 the directors, 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,

A member firm of Ernst & Young Glabal Limited
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AMLAK FINANCE PJSC (continued)

Qualification

The Group’s accounting policy is to carry investment properties and advances for investment properties
at their fair values reflecting the market conditions at the date of the statement of financial position. At
31 December 2009, the Group’s consolidated financial statements include investment properties and
advances for investment properties amounting to AED 3,086,261 thousand and AED 781,460 thousand
respectively. Management believe that property prices have generally declined since these assets were
acquired but are unable to quantify the amount of decline in view of the limited number of transactions
currently taking place in the market. Accordingly, the Group has continued to carry such assets as of 31
December 2009 at their acquisition cost.

Qualified opinion

In our opinion, except for the effects of such adjustments to the consolidated financial statements that
might have been determined to be necessary had it been possible to quantify the amount of decline in the
fair value of investment properties and advances for investment properties, the consolidated financial
statements present fairly, in all material respects, the financial position of the Group as of 31 December
2009, and its financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Emphasis of matters:
Without further qualifying our opinion, we draw your attention to the following;

1. As discussed in note 1 to the consolidated financial statements, trading in the Company’s shares

- on the Dubai Financial Market has been suspended following the announcement that the

Company is in discussion with Tamweel PJSC and another entity that may lead to the

establishment of a merged entity. The Board of Directors, along with the Steering Committee set

up by the UAE Ministry of Finance and Industry in connection with the proposed merger are

evaluating various options to secure sustainable funding for the Group in order to enable it to
continue to meet its commitments.

2. As discussed in note 19 to the consolidated financial statements, investment properties as at
31 December 2009 include a piece of land in Egypt purchased by one of the Group’s subsidiaries
amounting to AED 355 millien. The subsidiary has full possession of this land following the
acquisition. However, owing to a dispute between the vendor and the earlier seller of the land,
the title has not been transferred in the subsidiary’s name as of 31 December 2009. The
subsidiary’s management is actively engaged in negotiations with the seller for transfer of title to
the land to its name.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
AMEAK FINANCE PJSC (continued) ‘

Report on other Legal and Regulatory Requirements

We also confirm that, in our opinion, the financial statements include, in all material respects, the
applicable requirements of the Articles and Memorandum of Association of the Company and the UAE
Commercial Companies Law of 1984 (as amended); except for the matter discussed in the qualification
paragraph, proper books of account have been kept by the Company, and the contents of the report of the
Board of Directors relating to these financial statements are consistent with the books of account, We
have obtained all 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 and Memorandum of Association of the Company have occurred during the
year which would have had a material effect on the business of the Company or on its financial position.

5/\!\5" 4 L{awa

Signed by

Farrukh Seer
Partner

Registration No. 491

14 February 2010

- Dubai, United Arab Emirates



Amlak Finance PJSC and its Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
Year ended 31 December 2009

2009 2008
Notes AED'000 AED'000
(73
Income from financing and investing assets 5 760,587 806,145
. Processing and other fees 6 25,624 105,025
Gain on investments 7 17,904 24,511
N Sale of property rights held for trading 8 - 192,125
— Sale of properties held for trading 8 - 52,491
% Reversal of gain on cancellation of sale of property rights 9 {68,215) -
Dividend income 4,261 5,419
Income on deposits 5,939 5,956
— Other income 10 17,352 14,586
_ Loss on sale of investment properties 19 (1,349) -
= OPERATING INCOME 762,103 1,206,258
= Impairment;
. - financing and investing assets (225,947) (103,622)
- available-for-sale investments ' (5,363) (34,091)
L - investment in associate (38,339) (14,448)
- reversed (provided) on other assets 54,442 (63,442)
J Operating expenses 11 (155,750) (230,400)
- Share of loss o associates 20 (6,097) (34,499)
m_; PROFIT BEFORE DISTRIBUTIONS TO DEPOSITORS 385,049 725,756
- Distribution to depositors 12 (540,627) (525,898)
- {LOSS)/ PROFIT FOR THE YEAR (155,578) 199,858
E Attributable to:
Equity holders of the parent (177,373) 240,245
— Non controlling interests 21,795 (40,387)
i (155,578) 199,858
Earnings (loss) per share
— Attributable to equity holders of the parent
Basic and diluted (loss)/earnings per share (AED) 13 (0.12) : 0.16

= * " The attached notes 1 to 38 form part of these consalidated financial statements,




Amlak Finance PJSC and its Subsidiaries

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December 2009

(Loss) / profit for the year

Other comprehensive (loss) / income

Available for sale investments:
Net unrealised gains / (losses) on available-for-sale investments
Reclassification adjustment for (gains) included in statement of income

Exchange differences on translation of foreign operations

Other comprehensive (loss) / income for the year

Tatal comprehensive (loss) / income for the year

Attributable to:

Equity holders of the parent
Non-controlling interests

2009 2008
AED’060 AED'000
{155,578) 199,858
4,154 (28,108)
(16,195) (48,254)
8,183 {15,405)
(3.858) (91,767)
(159,436) 108,091
(181,231) 148,478
21,795 (40,387)
(159,436) 108,091

" The attached notes | to 38 form part of these consolidated financial statements,



Amlak Finance PJSC and its Subsidiaries

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

At 31 Decerber 2009

Notes
ASSETS .
Cash and balances with banks 14
Financing and investing assets 15
Properties held for trading 16
Property rights held for trading 16
Trading securities
Available-for-sale investments 17
Advances for investment properties 18
Investment properties 19
Investments in associates 20
Other assets 21
Furniture, fixtures and office equipment 22
TOTAL ASSETS
LIABILITIES AND EQUITY
Liabilities
Sulkuk 23
Investment deposits 24
Payable for investment properties
Short term financing 14
Other long term financing 25
Zakat payable
Employees' end of service benefits 26
Other liabilities 27
Total liabilities

Uity

Equity attributable to equity holders of the parent
Share capital 28
Employee share scheme 29
Statutory reserve 30
General reserve 31
Special reserve 32
Cumulative changes in fair value
Foreign currency translation reserve 33

Retained earnings

Non controlling interests
Total equity

TOTAL LIABILITIES AND EQUITY

Approved by the Board of Directors on _/ L!Zo»[la{ﬂ and signed on its behalf by:

Vice Chairman

“Director

2009 2008
AED000 AED'000
799,056 613,388
9,024,358 10,060,711
- 2,388,296
- 1,146,754
394 11,067
84,346 117,639
781,460 -
3,086,261 -
238,909 413,777
203,802 571,333
18,112 23,498
14,236,698 15,846,463
247,214 499,247
11,108,707 11,445,043
160,631 1,019,726
114,633 34,036
120,645 177,508
9,118 17,399
3,707 3,623
344,488 589,418
12,109,143 13,786,000
1,500,000 1,500,000
(93,048) (93,048)
88,675 88,675
88,675 88,675
99,265 99,265
(9,725) 2,316
(6,398) (14,581)
173,483 359,974
1,840,927 2,031,276
286,628 29,187
2,127,555 2,060,463
14,236,698 15,846,463

ief EXecutive Officer

' The attached notes 1 to 38 form part of these consolidated financial statements,



Amlak Finance PJSC and its Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS

Year ended 31 December 2009

OPERATING ACTIVITIES

(Loss) profit for the year

Adjustments for:
Depreciation
Share of loss of nssocintes
Impairment of aveilable-for-investments
Discount on fair value of long term receivables
Impairment of financing and investing assels
Impairment of investment in associste
Loss on sale of investment properties
Profit on sale of properties held for trading
Gain on sale of available-for-sale investments
Profit on sale of trading securities
Fair value of trading securities
Reversal of linbilities no longer payable
Reversal of gain on cancellation of sale of property rights
Reversal of impairment on other nssets
Profit on sele of furniture, fixtures and office equipment
Guin on sale of subsidiary
Provision for employees' end of service benefits
Dividend income

Working capital changes:
Financing and investing assets
Other assets
Investment deposits
Other liabilities
Payuble for properties held for trading
Payment for investment properties

Employees’ end of service benefits paid
Net cash from operating activities

INVESTING ACTIVITIES

Investments in associates

Proceeds from repayment of capital in associntes
Purchase of available-for-sale investments

- Proceeds from sale of available-for-0le IVESIITIEIIG = - e oo e

Proceeds on sule of trading securities

Proceeds from disposal of investment properties
Payment for advance of investment properties
Purchase of properties held for treding

Proceeds on disposal of properties held for trading
Properties rights held for trading

Proceeds from disposal of subsidiary

Payment of Zakat

Purchase of furniture, fixtures and office equipment
Praceeds from disposal of fumiture, fixtures and office equlpmem
Dividend paid . .

Dividend income recawcd

Net cash used in investing nctivities

FINANCING ACTIVITIES

Payment of Sukuk

Long term financing

Payment to non-controlling shareholders
Shares purchased for employees’ share scheme

Net cash used in financing activities
INCREASE IN CASH AND CASH EQUIVALENTS

Foreign exchange translation reserve
Cash arid cash équivilénts st the béginning of the yeur

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

2009
Note AED'G0D

(155,578)

10,979
6,097
5363

28,341

225,947

38,339

1,349

(16.-195)
(1,709}

(47,631}
68,215

(54,442)
(1,029)

1,298
{4,261)
105,083
585,129
282,960
(419,461)
{63.670)
{5,976)

484,065
(1,214)

482,851

130,432

12,382
14,759
(195,479)

(17,195)
(6,573)
1,805
4,261
(23,524)
{252,033)

(56,863)
(44,550)

(353,446)

9 105,881
- (810)
544,352

14 - 649423

32,084 -

2008
AED'000

199,858

8,721
34,499
34,091

103,622
14,448

(52,491)

(49,205)
1,143
22,403

21
(11,784)
2,174

(5419

302,039

(3,936,533)
(318,637)
6,179,500
455,474

(256,943)

2,424,500
(680)

2,423,820

(397,620)
(175,328)

e ET GO e e

4,016

(2,006,982)
1,201,512
£1,009,034)
67.784
{11,749)
{10,603)

(141,623)
5419

(2,106,718)
(244,838}
119,698
{93,048)
{218,188)
-98,914
{15,405)
460,843

544352

' The attached notes 1 to 38 form part of these consolidated financial statements,
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Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEI\/[ENTS
At3] December 2009 '

1 ACTIVITIES

Amlak Finance PJSC (the ‘Company’) was incorporated in Dubai, United Arab Emirates, on 11 November 2000 as
a private shareholding company in accordance with UAE Federal Law No (8) of 1984, as amended, At the
constituent shareholders meeting held on 9 March 2004, a resolution was passed to convert the Company to a public
Jjoint stock Company,

The Company is licensed by the UAE Central Bank as a finance company and is primarily engaged in financing and
investing activities such as ljarah, Murabaha, Mudaraba and Musharaka. The activities of the Company and its
subsidiaries (together ‘the Group’) are conducted in accordance with Islamic Sharia’a, which prohibits usury, and
within the provisions of its Articles and Memorandum of Association. In 2007, the Company obtained a license
from the Real Estate Regulatory Authority, Dubat to start Escrow Management Service operations,

The Company’s shares are listed on Dubai Financial Markets, Trading in the Company’s shares on the Dubai
Financial Market was suspended during November 2008 following the announcement that the Company is in
discussion with Tamweel PISC and another entity that may lead to the establishment of a merged entity. The Board
of Directors, along with the Steering Committee set up by the Ministry of Finance in connection with the proposed
merger are evaluating various options to secure sustainable funding for the Group in order to enable it to continue to
meet its commitments,

The registered address of the Company is PO, Box 2441, Dubai.

2 ACCOUNTING POLICIES
2.1 BASIS OF PREPARATION

The consolidated financial statements are prepared under the historical cost convention modified to include the
measurement at fair value of available for sale investments.

The consolidated financial statements have been presented in UAE Dirhams (AED) and all values are rounded to
the nearest thousand (AED’000) except when otherwise indicated,

Statement of compliance

The consolidated financial statements of the Group have been prepared in accordance with International Financial
Reporting Standards (IFRS), the Shariah rules and principles as determined by the Fatwa and Sharia’a Supervisery
Board of the Company and applicable requirements of United Arab Emirates laws.

Basis of consolidation
The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at
31 December 2009, -

Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group abtains control,
and continue to be consolidated until the date that such control ceases, The financial statements of the subsidiaries
are prepared for the same reporting peried as the parent company, using consistent accounting palicies. All intra-
group balances, income and expenses, unrealised gains and losses and dividends resulting from intra-group
transactions are eliminated in full,

A change in the ownership interest of a subsidiary, without a change of control, is accounted for as an equity
transaction, ' : ' - :

Lasses are attributed to the non-controlling interest even if that results in a deficit balance,

10
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Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 ACCOUNTING POLICIES (contirued)
2.1 BASIS OF PREPARATION (continued)

If the Group loses control over a subsidiary, it;

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

Derecognises the carrying amount of any non-controlling interest

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 components previously recognised in other comprehensive income to
profit or loss.

The principal activities of the subsidiaries are the same as those of the parent company, The extent of the
Company’s shareholding in the subsidiaries is as follows:

Percentage
Company Basis for Country of Shareholding
consolidation .~ Incorporation 2009 2008

Amlak Finance & Real Estate

Investment (S.A.E.) Subsidiary Egypt 100% 100%
Amlak Property Services LLC Subsidiary UAE 100% 100%
Emaar Financia] Services LLC Subsidiary UAE 57.50% 57.50%
Amlak Sky Gardens LLC Subsidiary UAE 100% 100%
Amlak Holding FZCo Subsidiary UAE 100% 100%
Park Investment LLC (*Park’) SPV UAE 100% 100%
Tasabeeh Investment LLC (‘Tasabeeh™) SPV UAE 100% 100%
Waragea Heights LLC (*Waraqaa’) Subsidiary UAE 100% 100%
Amlak Capital LLC Subsidiary UAE 100% -
Amlak Properties Investment LLC Subsidiary UAE 100% -

Amiak Limited  Subsidary  UAE 100 -

Park and Tasabeeh are Special Purpose Vehicles (SPVs) set up by the Company for trading of shares in the local
market on behalf of the Company. These entities are registered in the name of a director and a former director of
the Company who have confirmed that they are holding the ownership of these entities in trust for and on behalf‘ of

_ the Company,

2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES

The Group has adopted the new and amended IFRS and IFRIC interpretations effective as of 1 January 2009, Where
the adoption of the standard or mterpretation is expected to have an impact on the financial statements or
performance of the Group, its impact is described below:

IFRS 7 Financial Instruments: Disclosures )

The amended standard requires additional disclosures about fair value measurement and liquidity risk. Fair value
measurements related to items recorded at fair value are to be disclosed by source of inpuis using a three level fair
value hierarchy, by class, for all financial instruments recognised at fair value. In addition, a reconciliation between
the beginning and ending balance for level 3 fair value measurements is now required, as well as significant
transfers between levels in the fair value hierarchy, The amendments also clarify the requirements for liquidity risk
disclosures with respect to assets used for liquidity management, The fair value measurement disclosures are

‘presented in note 17. The I:qu1d1ty rlsk disclosures are not 51gn1f‘ cantly EmpﬂCtEd by the amendments and are

presented in note 37.

JFRS § Operatmg Segments . . _
'IFRS 8 replaced IAS 14 Segment Reportmg upon its eff'ectlve date The Group conc]uded that the operatmg

segments determined in accordance with IFRS 8 are the same as the business segments previously |dent1f‘ ed under .

_'IAS 14, lFRS 8 d:sc!osures are shown in Note 34, mc]udmg the related comparatlve 1nformat10n




i

Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCML STATEMENTS
At 31 December 2009

2 ACCOUNTING POLICIES (continued)
2.2 CHANGES IN ACCOUNTING POLICY AND DISCLOSURES (continued)

IAS 1 Presentation of Financial Statements

The revised standard separates owner and non-owner changes in equity, The statement of changes in equity includes
only details of transactions with owners, with non-owner changes in equity presented in a reconciliation of each
component of eqmty In addition, the standard introduces the statement of comprehensive income: it presents all
items of recognised income and expense, either in one single statement, or in two linked statements, The Group has
elected to present two statements. :

2.3 SIGNIFICANT MANAGEMENT ESTIMATES AND JUDGMENTS

Use of estimates:

The preparation of the financial statements requires management to use its judgements and make estimates and
assumptions that may affect the reported amount of financial assets and liabilities, revenues, expenses, disclosure of
contingent liabilities and the resultant provisions and fair value for the year. Such estimates are necessarily based
on assumptions about several factors and actual results may differ from reported amounts as described below:

Impairment losses on financing and investing assets

The Group reviews its financing and investing assets on a regular basis to assess whether a provision for
impairment should be recorded in the statement of income. In particular, judgment by management is required in
the estimation of the amount and timing of future cash flows when determining the level of provisions requ:red
Such estimates are necessarily based on assumptions about the probability of default and probable losses in the
event of default, the value of the underlying security, and realisation costs.

Collective impairment provisions on financing and investing assets

In addition to specific provisions against individually significant financing and investing assets, the Group also
makes a collective impairment provision against such assets. The collective impairment is established with
reference to expected loss rates associated with different finance portfolios at different risk levels and the estimated
time period for losses that are present but yet to be specifically identified, adjusting for the Group’s view of the
current and ongoing economic and portfolio trends. The parameters that affect the collective provisioning

..calculation are updated.regularly,. based.on the Group’s experience.and.that.of the market.in.general,.Expected 1083... ...

rates for the portfolios are based on the risk rating of each amount and on the probability of default factors
associated with each risk rating,

Valuation of unquoted equity investments
Valuation of unquoted equity investments is normally based on one of the following;

. recent arm’s length market transactions;

. current fair value of another instrument that is substantially the same |

. the expected cash flows discounted at current rates apphcable for items with 51m11ar terms and rlsk
.characteristics; or - e

o other valuation models,

The determination of the cash flows and discount factors for unquoted equity investments requires s:gmf cant
estimations. The Group calibrates the valuation techmques periodically and tests them for validity using either
prices from observable current market transactions in the same mstrument or from other available observable
market data ' :

Judgments
Classification of investments

- Management decides on acquisition of an mvestment whether it should be classified as held to matunty, held for
trading, carr:ed at fair value through profit or loss, or available for sale. For those investments deemed to be held to

maturity, management ensures that the requirements of IAS 39 are met and in particular the Group has the intention
and ability to hold these to matunty The Group classifies investments as trading if they are acquired prlmarlly for

. the purpose of making a short term profit by the dealers, Classification of investments as fair value through income

- statement depends on how management monitors the performance of these investments, When they are not

»-classified as held for trading but have readily available reliable fair values and the changes in fair values are

- reported - as part of profit or loss ‘in the management accounts, they’ are ciasstf‘ ed as feur value through mcome :
statement All nther mvestme are c1a551f' ed as avallab]e for sale i L Sl
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Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

2 ACCOUNTING POLICIES (continued)
2.3 SIGNIFICANT MANAGEMENT ESTIMATES AND JUDGMENTS (continued)

Judgements (continned)

Investment praperties

The Group has elected ta adopt the fair value model for investment properties. Accordingly, investment properties
are carried at fair value with the gain or losses arising from changes in fair values of investment properties included
in the consolidated statement of income,

Impairment of available-for-sale equity investments
The Group treats available for sale equity investments as impaired when there has been a significant or prolonged
decline in the fair value below its cost or where other objective evidence of impairment exists giving due
consideration to other factors, including normal volatility in share prices for quoted equities and the future cash
flows and the discount factors for unquoted equities,

Impairment of non financial assets

The Group reviews its non financial assets to assess impairment, if there is an indication of impairment, In
determining whether impairment losses should be reported in the statement of income, the Group makes judgments
as to whether there is any observable data indicating that there is a reduction in the carrying value of non financial
assets,

2.4 DEFINITIONS
The following terms are used in the consolidated financial statements with the meaning specified:

Istisna'a

Istisna’a is a sale contract whereby the Group (seller) undertakes to construct, for the customer (buyer), a specific
asset or property according to certain pre-agreed specifications in consideration of a pre-determined price to be
delivered during a pre-agreed period of time.The work undertaken is not restricted to be accomplished by the Group
alone and the whole or part of the construction can be undertaken by third parties under the Group's control and
responsibility. Under an Istisna’a contract the Group could be the seller or the buyer,

An agreement whereby the Group (lessor) purchases or leases an asset according to the customer's request (lessee),
based on his promise to lease the asset, then leases the asset to the customer for a specific period and against certain
rental payments. The duration of the lease, as well as the basis for rental payments, are set and agreed in advance.
The Group retains legal ownership of the asset throughout the arrangement. Ijarah could end by transferring the
ownership of the asset to the lessee.

Murabaha

Murabaha is an agreement whereby the Group sells to a customer an asset which the Group has purchased based on
a promise received from the customer to buy the asset purchased according to specific terms and conditions. The
selling price comprises the cost of the asset and an agreed profit margin,

Mudaraba

An agreement between the Group and a third party whereby one party would provide a certain amount of funds
(Rab Al Mal), which the other party (Mudarib) would then invest in a specific enterprise or activity against a
specific share in the profit. The Mudarib would bear the loss in case of default, negligence or violation of any of the
terms and conditions of the Mudaraba,

Sharia‘a
Sharia'a is the body of Islamic law and is essentially derived from The Quran and The Sunna'h, The Group, being
an Islamic Financial Institution, mcorporates the essence of Sharia’a in its actlwtles as mterpreted by its Fatwa and

Sharla a Supervnsory Board

'Wakala ' ' C '
- An agreement whereby the Group provides a certam sum of money to an agent who invests it accordlng to spec1ﬁc

conditions in return for a certain fee (a lump sum of money or a percentage of the amount invested). The agent is

" obliged to return the mvested amount 1n case of default, negllgence or v1olatmn of any of the terms and condmons
‘of the Wakala R . .




Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 3] December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies adopted in the preparation of the consolidated financial statements are set out
below:

Revenue recognition
Provided it is probable that the economic benefits will flow to the Group and the revenue and costs, if apphcable
can be measured reliably, revenue is recognised in the income statement as follows: :

ljarah
ljarah income is on a time-propartion basis over the lease term,

Murabaha
Murabaha deferred profit is accounted for on a time-proportion basis over the period of the contract based on the net
Murabaha amounts outstanding,

Mudaraba

Income or losses on Mudaraba financing are accounted for on a time-proportion basis if they can be reliably
estimated. Otherwise, income is recognised on distribution by the Mudarib, whereas losses are charged to income
on their declaration by the Mudarib.

Musharaka
Income is accounted for on the basis of the net invested Musharaka capital on a time- apportioned basis that reflects
the effective yield on the asset,

Processing fees
Processing fees estimated to cover processing costs are recognised when related facilities are approved.

Sale of properties and property rights held for trading.

Profit on sale of properties and property rights held for trading is recognised when the profit can be measured
reliably and significant risks and rewards are transferred to the buyer. When such sales are accompanied by
deferred payment terms or ijarah financing, only the difference between the current cash sales price and the carrying

amount of such assets is recognised as profit with the difference between the gross arnount ultlmately recewable
--and-current cash sales price recognised on an effective yield-basis; - - L

Dividend
Dividend revenue is recognised when the right to receive the dividend is established.

Income on deposits
Income on deposits is accounted for on a time-apportioned bams based on the estimates of the management and past
history of income on similar deposits. :

Allocation of profit
Allocation of prof‘ it between the dep051tors and the shareholders is calculated aceordmg to the Group s standard
procedures and is approved by the Group's Fatwa and Sharia’a Supervisory Board.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand, bank balances and short-term depos:ts with an orlgmal maturity
of three months or less net of outstandlng bank dues, if any :

Financing und investing assets ' :
Financing and investing assets include outstandmg Ijarah fixed rentals and murabaha sales receivables net of
deferred pref' its, These essete are stated at cost net of prowswns for i lmpamnent, if any :

Propertles held for tradmg : : ' ' s -
Properties held for trading are valued at the Tower of cost and net reahsab]e value, Cost cumpnses all costs of
Jpurchase and other directly attributable costs incurred in bringing each property to its location and condition, Net
- realisable value signifies the estlmated selling pnce in the ordmary course of the busmess less estlmated costs .
necessary to be mcurred on dlsposa] e .




Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At3 I December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Property rights held for trading

The Group enters into Sharia compliant purchase contracts (Istisna’a) for the purchase of land or buildings. Such
contracts are classified as property rights and are carried in the balance sheet at the lower of amounts pald for the
purchase and recoverable value.

Investment properties and advances for investment properties

Investment properties and advances for investment properties are measured initially at cost, including transaction
costs. The carrying amount includes the cost of replacing part of an existing investment property at the time that
cost is incurred if the recognition criteria are met; and excludes the costs of day to day servicing of an investment
property, Subsequent to initial recognition, investment properties and advances for investment properties are stated
at fair value, which reflects market conditions at the date of the statement of financial position. Gains or losses
arlsmg from changes in the fair values of investment properties are included in the statement of income in the year
in which they arise,

Investment properties are derecognised when either they have been disposed of or when the investment property is
permanently withdrawn from use and no future economic benefit is expected from its disposal. The difference
between the net disposal proceeds and the carrying amount of the assets is recognised in the statement of income in
the period of derecognition.

Fair value is determined by open market values based on valuations performed by independent surveyors and
consultant,

Investments
All mvestments are initially recognised at cost, being the fair value of the consideration given including acquisition
costs.

Held for trading securities

These are initially recognised at fair value. Gains and losses arising from changes in fair values are included in the
statement of income for the year. Dividends received are included in other income according to the terms of the
contract or when the right to the payment has been established,

After initial recognition, investments classified as “available for sale,” are remeasured at fair value, Unrealised
gains and losses are reported as a separate component of equity until the investment is derecognised or the
investment is determined to be impaired, Upon impairment any losses, or upon derecognitiun any gain or loss,
previously reported as “cumulative changes in fair value” within equity is included in the statement of income for
the year, . :

Investments in associates

The Group's investments in associates are accounted for under the equity method of accounting. These are entities
over which the -Group exercises -significant influence and which are neither subsidiaries nor joint ventures.
Investments in asscciates are carried in the balance sheet at cost, plus post-acquisition changes in the Group’s share
of net assets of the associate, less any impairment in value, The income statement reflects the Group's share of the
results of its associates. :

Unrealised profits and losses resultmg from transactions between the Group and its associate are eliminated to the
extent'of the Group's interest in the assocnate. : :

The financial statements of the asseociate are prepared for the same reportlng period as the parent Company Where
necessary, ad_justments are made to bring the aeeountmg puheles in hne w1th these of the Group

- After apphcatlon of the equity method, the Group determines whether it is necessary to recognise an addltlonal
1mpa|rment toss of the Group’s investment in its associates. The Group determines at each balance date whether
there is any objective evidence that the investment in'associate is impaired. If this is the case the Group calculates
the amount of impairment as being the difference betvveen the fatr value of the assumate and the carrylng amount _

_ :and reeegmses the arneunt in prof" tor Ioss : : S : o




Amlak Finance PISC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At31 December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Business combinations and goodwill

Business combinations are accounted for using the purchase method. The cost of an acquisition is measured as the
fair value of the assets given, equity instruments issued and liabilities incurred or assumed at the date of exchange,
plus costs directly attributable to the acquisition. Identifiable assets acquired and liabilities and contingent liabilities
assumed in a business combination are measured initially at fair values at the date of acquisition, irrespective of the
extent of any minority interest.

Goodwill is initially measured at cost being the excess of the cost of the business combination over the Group’s
share in the net fair value of the acquiree's identifiable assets, liabilities and contingent liabilities. If the cost of
acquisition is less than the fair value of the net assets of the subsidiary acquired, the difference is recognised
directly in the income statement.

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, aliocated to each of
the Group's cash generating units that are expected to benefit from the synergies of the combination, irrespective of
whether other assets or liabilities of the acquiree are assigned to those units,

Furniture, fixtures and office equipment
Furniture, fixtures and office equipment are stated at cost less accumulated depreciation and any impairment in
value. Depreciation is calculated on a straight line basis over the estimated useful lives of assets as follows:

Furniture and fixtures 4 - 7 years
Computer and office equipment 3 years
Motaor vehicles 4 years

Assets under development are not depreciated.

The carrying values of furniture, fixtures and office 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.

Expendlture incurred to replace furniture, fixtures and office equipment that is accounted for separately is

capitalised and the carrying amount of the component that is replaced is written off. Other subsequent expenditure
is capitalised only when it increases future economic benefits of the related equipment. All other expenditure is
recognised in the statement of income as the expense is incurred.

Zakat
Zakat is computed as per the Group’s Articles and Memarandum of Association on the following basis:

. Zakat on shareholders’ equnty is computed on their Zakat pool (shareholders’ equity less paid up capital, plus
~ employees’ end of service benefits) and is deducted from retained earnings,
] Zakat on the paid up capital is not included in the Zakat computation and is payable by the shareholders
perscnally,
. Zakat is disbursed by a committee appointed by the Board of Directors and operating as per the bye-IaWS set
by the Board.

Accounts payable and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether bllled by the
supp]:er or not, : .

'Prowsmns . ' ' ' '
‘Provisions are recognised when the Group has an obligation (legal or constructwe} arising from a past avent and
.the costs to settle the obligation are both pmbab[e and able to be rellably measured. ~ :

"-Leases

Leases where the Iessor retains substantlally all the rlsks and beneﬁts of ownerstup of the asset are clasmf' ed as
operating leases. Operating lease payments are recogmsed as an expense in the income statement on a stralght-hne

; bams over the lease term




Amlak Finance PJSC and its Subsidiaries
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Employees’ end of service benefits

With respect to its national employees in the UAE, the Group makes contributions to a pension fund established by
. the General Pension and Social Security Authority calculated as a percentage of the employees’ salaries. The
Group’s obligations are limited to these contributions, which are recognised in the income statement when due.

The Group provides end of service benefits to its expatriate employees. The entitlement to these benefits is based
upon the employees’ salary and length of service, subject to the completion of a minimum service period, The
expected costs of these benefits are accrued over the period of employment.

Trade and settlement date accounting

All “regular way” purchases and sale of financial assets are recognised on the “trade date”, i.e. the date that the
Group purchases or sells the asset, Regular way purchases or sales are purchases or sales of financial assets that
require delivery of assets within the time frame generaily established by regulation or convention in the market
place.

Financial instruments

The Group recognises financial assets, including financing and investing assets, or financial liabilities anly when
the Group becomes a party to the contractual provisions of a financial instrument. On initial recognition, the
financial assets and financial liabilities are measured at fair value plus, in case of a financial asset or financial
liability not at fair value through profit or loss, transaction costs that are directly attributable to the acquisition or
issue of the financial asset or financial liability.

Subsequent to initia! measurement, the financial assets are measured at fair value except for finance and receivables
which are measured at amortised cost less any provision for impairment. Financial liabilities, after initial
recognition, are measured at amortised cost.

Derecognition of financial assets and financial liabilities
A financial asset {or, where applicable a part of a financial asset or part of a group of similar financial assets) is
derecognised where;

(8)  the right to receive cash flows from the asset have expired; or

(b __the Group has transferred its rights to receive cash flows from the asset or has assumed an obligationtopay

the received cash flows in full without material delay to a third party under a ‘pass-through’ arrangement;
and

(¢}  either (i) the Group has transferred substantially all the risks and rewards of the asset, or (ii) the Group has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control
of the asset,

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through
arrangement, and has neither transferred nor retained substantially all the risks and rewards of the asset nor
ransferred control of the asset, the asset is recognised to the extent of the Group’s continuing involvement in the
asset,

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

Determination of fair value

The fair value for financial instruments traded in active markets at the statement of financial position date is based
on their quoted market price or dealer pnce quotatlons (bid price for long posmons), without any deductlon for
_ transactlon costs :

. For all other financial instruments not traded in an active market, the fair value is determined by using appropriate
valuation - techmques Valuation techniques used, includes, determmmg present value of future cash flows, _
comparison to’ 51mllar instruments for wh:ch market observable prlces ex:st credlt models and other re]evant

: models ' . . i _ -

. -Certam f' nancral instruments are recorded at falr value usmg valuatlon techmques in whlch current market
_ 'transactlons or observable market data are not available, The fair value is determined using a valuation mode] that
has been tested against prices or inputs to actual market transactions and using the Group’s best estimate of the most .

"'dppropriate model assumptions. Models are adjusted to reflect the spread for bid and ask pnces to reﬂect costs to o

Ll close out pusmons counterparty CI’EdIt and llqmdlty spread and llmltatlons in the models..
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NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At 31 December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a specific
financial asset may be impaired. If such evidence exists, any impairment loss is recognised in the income statement.
Impairment is determined as follows;

(a)  For assets carried at fair value, impairment is the difference between cost and fair value, less any impairment
loss previously recognised in the income statement;

(b)  For assets carried at cost, impairment is the difference between carrying value and the present value of future
cash flows discounted at the current market rate of return for a similar financial asset; and

(c) For assets carried at amortised cost, impairment is the difference between carrying amount and the present
value of future cash flows discounted at the original effective profit rate.

Offsetting
Financial assets and financial liabilities are only offset and the net amount reported in the balance sheet when there
is a legally enforceable right to offset the recognised amounts and the Group intends to settle on a net basis,

Foreign currencies

Foreign currency transactions are recorded at rates of exchange ruling at the value dates of the transactions,
Monetary assets and liabilities in foreign currencies are translated into United Arab Emirates Dirhams at middle
market rates of exchange ruling at the balance sheet date. Any resultant gains and losses are taken to the income
statement.

Foreign currency translation
The Group's presentation and principal functional currency is UAE Dirhams,

All the assets and liabilities of the foreign subsidiaries are translated into the presentation currency of the Group at
the rate of exchange ruling at the balance sheet date and their income statements are translated at the weighted
average exchange rates for the year. The exchange differences arising on the translation are taken directly to a
separate compenent of equity.

~-Segment reportmg

A segment is a dlstmgulshable component of the Group that is engaged enther in pmwdmg products or services
{business segment), or in providing products or services within e particular economic environment (geographical
segment), which is subject to risks and rewards that are different from those of other segments.

4 BUSINESS COMBINATION AND ACQUISITION OF NON CONTROLLING INTERESTS
4.1 Acqulsltmn of Emaar Financial Services LLC

The Group had a 37 50% stake in Emaar Fmancm[ Service LLC, until 30 June 2008 and consequently equlty
accounted for the investment. On | July 2008, the Group increased its holding in the share capital to 57.50%, Asa
result from | July 2008, Emaar Financial Services LLC became a subsidiary of the Group and is being consolidated
from that date. The fair values of assets and liabilities acquired were assessed provisionally at the time of
acqutsmon and were finalised during 2009 after the completton Df the purchase price allocation exermse

SR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

At 31 December 2009

4 BUSINESS COMBINATION AND ACQUISITION OF NON CONTROLLING INTERESTS

(continued)

4,1  Acquisition of Emaar Financial Services LLC

The fair values of the identifiable assets and liabilities of Emaar Financial Services LLC as at the date of
acquisition and corresponding carrying amounts immediately before the acquisition were:

Furniture, fixtures and equipments
Trade and other receivables
Trading securities

Other asset of subsidiary

Trade and other payables

Cash and cash equivalents
Subsidiary’s non-controlling interest
Employees® end of service benefits

Net assets

Non-controlling interest

Cost:
Initial investment included earlier under investment in associates

Acquisition of additional 20.00% from a non-controlling sharehelder

Cash outflow on acquisition:
Short term financing acquired with the substdlary
Cash paid :

Net cash out flow

Carrying
values
AED'000

2,930
119,631
38,629
105,600

266,790
(106,890)
(57,810)
(42,732)
(304)

59,054

Fair
values
AED'000

2,930
119,631
38,629
105,600

266,790
(106,890)
(57,810)
(42,732)
(304)

39,054

(25,024)

34,030

Carrying
values
AED'00G

(57.810)
-{10,000) .

(67,810)




Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009 :

4 BUSINESS COMBINATION AND ACQUISITION OF NON CONTROLLING INTERESTS
{continued)

4,2  Acquisition of Amlak Sky Gardens LLC

Amigk Sky Gardens LLC has been established as an investment vehicle with the sole objective of investing in real
gstate projects. The parent company used this Company as a special purpose entity to acquire apartments in a
building, Sky Gardens project (“the Project”) in the Dubai International Financial Centre. The parent Company
owned a 34% stake in the Project. On 25 April 2009 the parent company increased its holding in the project to 67%
and obtained a controlling interest. As a result the SPV has been consolidated in these financial statements from
that date. The fair values of assets and liabilities acquired were finalised during 2009 based on the completion of the
purchase price allocation exercise.

The fair values of the identifiable assets and liabilities of Amlak Sky Garden LLC as at the date of acquisition and
corresponding carrying amounts immediately before the acquisition were:

e AEDWOOO .

Carrying Fair
values values
AED'060 AED'000
Investment properties 865,482 865,482
Other assets 228 228
865,710 865,710
Advances from customers (15,834) (15,834)
Net assets 849 876 849,876
Non controlling interest (280,196)
569,680
Cost:
Initial investment included as investment in associates 289,484
Acquisition of additional 33% from non controlling shareholder 280,196

569,680

The recording of assets and liabilities acquired as above was initially done at their provisional values, During the
year the management has finalised the purchase price allocation exercise in accordance with IFRS 3, In view of the
fact that only limited transactions in distressed situations are currently teking place in the market, management
believe that it is not possible to determine the fair value of the investment property with reasonable accuracy.
Accordingly, the cost at initial assessment has been considered to be the fair value of such properties,

From the date of acquisition, Amlak Sky Garden LLC has increased the loss of the Group by AED 3,392 thousand,

T
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5 INCOME FROM FINANCING AND INVESTING ASSETS

2009 2008
AED’000 AED'000
Financing assels: '
Tjarah : 472,266 378,470
Forward ljarah 223,273 189,547
Murabaha 12,406 27,919
Murabaha properties held for trading 51,621 207,669
759,566 803,605
Investing assets; ‘
Mudaraba 1,021 2,540
760,587 806,145
6 PROCESSING AND OTHER FEES
2009 2008
AED000 AED'000
Processing fees 1,018 71,353
Early settlement gains 8,132 26,301
Others 16,474 7,371
25,624 105,025
7 GAIN ON INVESTMENTS
2009 2008
- AED GO0 AED000
Realised gain _
Gain on sale of trading securities - 1,709 o 407
Gain on sale of available-for-sale investments 16,195 48,254
Others - 1,785
17,904 - 50,446
Fair value gains / (losses) :
Loss on trading securities - T (25,939

17,904 24,511

8 PROFIT ON SALE OF PROPERTIES AND PROPERTY RIGHTS HELD FOR TRADING

During the previous year, the Group had sold property rights over three properties for certain real estate
developments to a related party at a profit of AED 192 mrllmn _ : I .

During the prekus year, the Group also sold propertles held for tradmg fcr a total consideration cf AED 277,62
- m:lllcn agamst cost cf ABD 225. 12 mrlhcn thereby recordmg a gatn cf AED 52, 49 mll]an :

_9 REVERSAL OF GAIN ON CANCELLATION OF SALE OF PROPERTY RIGHTS _' '_

Durmg the' year the Group restructured a prcvrcusiy recorded sale transactmn with related party and acccrdmgly

reversed -an earlier recorded gain -amounting to AED 48.2 million, Further, the Group alse cancelled sale
: -:-transactlcns forcertain ; custcmcrs and reversed a- prevncusly recorded gam cf AED 20 ml"IOl'l ﬁ'cm such
transacttcns ' o S L .
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10 OTHER INCOME

2009 2008
AED000 AED000
Escrow fees o 4,600 1,937
Management fees ' ' 424 2,400
Commission on sale of properties . - 6,046
Rental income 2,088 -
Technical know-how fees . 1,647 -
Others 8,593 3,603
17,352 14,586
11  OPERATING EXPENSES
2009 2008
AED'000 AED'000
Personnel expenses 70,705 81,163
Rent 35,143 16,446
Advertisement and marketing 9,138 42,729
Depreciation 10,979 8,726
Discount on fair valuation of long term receivables (note 21) 28,341 -
Reversal of liabilities no longer payable (47,631) -
Others 49,075 81,336
155,750 230,400

The distribution of profit between the depositors, Sukuk holders and shareholders has been made in accordance with
a basis ratified by the Fatwa and Sharia'a Supervisory Board.
13 BASIC AND DILUTED (LOSS) / EARNINGS PER SHARE

Eamnings per share is calculated by dividing (loss) / profit attributable to the equity holders of the parent for the
year, net of directors’ fees by weighted average number of shares outstanding during the year as follows:

2009 2008
(Loss)/ profit for the year attributable to equity holders o ' | | _
of the parent, net of directors’ fees (AED'000) __ {177,373) . 240,245
Weighted average. number of shares _ . 3 | | g L 1,475,000,000  1,491,666,667
_ _([;oss)/ea.rnin.gs.pelf share (_A_ED) R : N ' (0.12) | - . 0.16

5 .The weighted average number of shares has reduced due to the purchase of own shares for emplcyee stock eptton B
plan durmg the year 2008 . : . : _ .

The chluted eemtngs per share is the same as the basn: eammgs per share since the Groap has not 1ssued any
:nstrurnents which wou]d have an lmpact on eammgs per share when exercnsed - R
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14  CASH AND CASH EQUIVALENTS

2009 2008

AED00 ALD 000
Cash in hand 67 62
Current accounts ' 649,369 247,595
Deposits with Islamic banks 149,620 365,731
Cash nnd balances with banks 799,056 613,388
Less: Deposits maturing alter 1 year {35,000) (35,000}
Less: Short term financing {114,633) (34,036)
Cash and cash equivalents 649,423 544,352

Fixed deposit maturing afler one year represent the amount deposited with a local bank under lien 1o the Central
Bank of UAE in nccordance with Central Bank regulations. All deposits are with [slamic banks and earn a return

that is determined at the end of each accounting period.

Escrow account balances of AED 161.8 million (2008: AED 235.71 million) held in trust for developers are
included in Group’s cash and balances with banks and the related payables are reflected in other liabilities (note 27).

15 FINANCING AND INVESTING ASSETS

2009 2008
i . AED'G0O AED000
Financing assels

ljarah assets 5,647,300 5,637,512
Commuadities Murabaha - 29,022
Real estate Murabaha 66,472 177.756
Murabaha properties held for trading ' 396,171 761,127
Vehicle Murabaha : 22,619 30,621
9,360,410 10,170,235
Allowance for impairment (*) : _ o (354,369) (128,422
Total financing assets o o ._ o o 9,006,041 10,041,813

Imvesting ass.ers: |
Mudaraba . : 4,383 6,847
Others } ) : . . - 13,934 12,051
Total investing assets h . ' S 18,317 18,898
| 9,024,358 10,060,711

" Net linancing and investing assets by geographical area are as follows:
S ' " 2009 2008
B AED’000 = AED'000
Within UAE. o T 8890184 9,926,480
Outside UAE. . R S Ceoe S04 0 134,231
| 9024358 10,060,711

i)
)
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15  FINANCING AND INVESTING ASSETS (continued)

The ljarah assets include those offered as security for Sukuk payable (note 23) and certain investment deposits
{note 24). '

The movement in the allowance for impairment is as follows:

2009 2008
AED'000 AED'000
At 1 January 128,422 24,800
Movement during the year 225,947 103,622
At 31 December 354,369 128,422

(*) Allowance for impairment includes AED 12,47 million (2008: AED 6.12 million} in respect of profit in
suspense for impaired financing and investing assets.

As stated in note 2.3, allowance for impairment is management’s estimate and is based on assumptions considering
several factors. Based on the existing knowledge, it is reasonably possible that the actual outcome may still be
different than the estimates and may require material adjustments to the allowance for impairment.

16 PROPERTIES AND PROPERTY RIGHTS HELD FOR TRADING
The Group has changed its intention in respect of properties and property rights in QI 2009. These assets were held
for trading as at 31 December 2008. They have been classified as investment properties and advance for investment

properties respectively, as land will now be held for long term capital appreciation and buildings being acquired
will be rented out.

17  AVAILABLE FOR SALE INVESTMENTS

2009 2008 2009 2008 2009 2008
AED’060  AED'000  AED’000  AED'000  AED'000  AED'000

Equities and Fund (quoted)

{level 1} - 12,944 - 9,567 - 22,511
Equities and Funds (unquoted)
(level 3) 15,148 16,203 69,198 78,925 B4,346 95,128

Net available-for- - . _
sale inv_estments 15,148 ‘29,147 69,198 _ 88,492 84,346 117,639

()  Quoted investments are carried at fair value determined by unadjusted quoted market prices at the date of
statement uf financial position,

(i)  Unquoted available-for-sale investments have been fair vaiued usmg techmques whlch use mputs that are not
: .based on observable market data. : . .
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17 AVAILABLE FOR SALE INVESTMENTS (continued)

The movement in the provision for impairment of available-for-sale investments is as follows:

2009 2008
AED’000 AED'000
At 1 January 68,027 39,690
Charge for the year 5,363 34,091
Less: Released upon disposal of investments (5,357) (5,754)
At 31 December 68,033 68,027
18 ADVANCES FOR INVESTMENT PROPERTIES
2009 2008
_ AED'060 AED'000
At 1 January - -
Reclassified from properties held for trading (note 16) 1,146,754 -
Restructuring during the year 476,907 -
Advances adjusted upon restructuring of purchase agreement (172,198) -
Transfer to investment properties (note 19) (865,482) -
Advances paid during the year 195,479 -
At 31 December - 781,460 -

This represents the advances paid by the Group towards the acquisition of certain units in under-development real
estate projects in Dubai. The Group has not yet obtained title to the properties and has committed to pay an
additional AED 225 million (31 December 2008: AED 2,287 million) in accordance with the agreements with the

. seller of these real estate projects. The Group has renegotiated certain contracts for purchase of properties and has.. . ...

reduced its property rights in certain properties thereby reducing the Group’s obligations to pay additional ameunts.

In view of the fact that only limited transactions in distressed situations are currently taking place in the market, it is
not possible to determine the recoverable value of these assets with reasonable accuracy. Accordingly, they are
carried at cost as at 31 December 2009,

The Group has not paid amounts totaling AED 41 million (2008; AED 450 million) in respect of advances for
investment properties, which had become due in accordance with initial sale and purchase agreement. Negotiations
are in progress to agree new payment plans in this respect, Management belleves that the non payrnent thl not
have any adverse impact on the financial statements of the Group, "~ .

19 _INYESTMENT PROPERTIES

2009 2008

_ _ . AED'000 AED'000

At 1 January o ' o o I : . e
Reclassified from properties held for trading (note 16) oo . 2888296 - - -

- Transfer from advance for investment propertles (note 18) R © . 865,482 S .

_Cancellation of sale transactions dunng the year = - S 112,153 - <
Property. relinquished during the YERF. Ll (766,902) .. e L
Cost of properties sold during the year - T S (22,884 0 - :
' _Ferelgn exchange ﬂuctuatlon Bt RPN e 10,086 e
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19  INVESTMENT PROPERTIES (continued)

Gains / (losses} attributable to investment propertles recognised in the statement of income during the year are as
follows:

2009 2008
AED’000 AED'000
Reversal of gain on cancellation of sale of investment properties _ (18,149) -
Income from cancellation of sale transactions © 11,902 -
Gain on sale of investment properties . 4,898 -
(1,349) -

In accordance with its accounting poliey, the Group should carry investment properties at fair value, which reflects
market conditions at the date of the statement of financial position. In view of the fact that enly limited transactions
in distressed situations are currently taking place in the market, it is not possible to determine the fair value of these
assets with reasonable accuracy. Accordingly, these have been carried at cost as of 31 December 2009.

Amounts totaling AED 68,891 thousand (2008: AED: 858,223 thousand) are payable in respect of properties
purchased by the Group and are included in liabilities,

Investment properties as at 31 December 2009 include amounts paid towards the purchase of a piece of land in
Egypt by one of the Group’'s subsidiaries amounting to AED 355 million. The subsidiary has full possession of this
land foliowing the acquisition. However, owing to a dispute between the vendor and the prior seller of the land, the
title has not been transferred in the subsidiary’s name as of 31 December 2009. The subsidiary's management is
actively engaged in negotiations with the seller for transfer of title to the land in to its name,

All other investment properties are located within the UAE.

20 INVESTMENTS IN ASSOCIATES

Percentage holding . 2009 2008 . .
2009 2008 AED 060 AED'000
Amlak International for Real Estate, Saudi Arabia 23.75% 23.75% 226,534 227,096
Amlak Jordan _ 23.42% 23.42% 1,251 75,069
Amlak Qatar 40% 40% 6,026 60,219
Landmark Properties 30% 30% 5,098 51,393
238,909 413,777

The following table illustrates summarized financial information of the Group’s investments in associates:

2009 2008

AED'0G0 AED'0G0

Share of associates’ net assets: o ' '
Assets _ : ' : 253,381 391,841
Liabilities - : - B - (21,071) (24,384)
‘Net assets. . L . o : .. 232,310 . 367,457
-Share of assoclates revenue and resu]ts : B I . R LT
JRevenue il e IL098 033,042
CRemlts o e - .'.'(6,_097> e

B The excess of‘ can'ymg amount of the mvestments over the Group ] share in the net assets represents ummpalred
. goodwrll in connecuon w1th acqunmtmn of 30% interest in Landmark Propertles : AR :
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21  OTHER ASSETS

Prepayments

Receivable on sale of available-fur-sale investments
Receivable from broking activities

Income receivable

Due from related parties (note 35)

Assets held for disposal

Long term receivable from a developer
Property maintenance fee receivables

Others

2009 2008
AED'000 AED'000
2,218 28,188
- 287,691
73,547 13,339
361 3,466
10,622 126,966
- 99,604

92,570 -
12,747 2,473
11,737 9,606
203,802 571,333

Long term receivable from a developer represents profit free amounts due as a result of restructuring of property
purchase agreement which shall be received in 2014. These amounts will be received subject to fulfilment of
certain terms and conditions agreed with the developer. Being long term in nature, these have been discounted at the
rate of 6% which is the current cost of funds for the Group.

These have been presented net as follows:

Gross balance as at 31 December

Unamortised portion of discount upon fair valuation of long term receivables

22  FURNITURE, FIXTURES AND OFFICE EQUIPMENT

Cost:
At 1 January 2009
'Additions during the year
Disposals during the year

At 3] December 2009
Accumulated depreciation:

At 1 January 2009
. Depreciation charge for the year

' Dispose[s during the year

At 31 December 2009

' ~Net bonk value

At 31 December 2009

Computers
Furniture and affice Motor
and fixtures equipment vehicles
AED000 AED'000 AED'000
18,423 -30,678 796
3,348 3,225 -
{B60) (671) (90)
20,911 33,232 706
8,552 17,578 269
13,083 7,730 166
(506) _ 7D (58)
o129 28231 0 377
o782 som . 32

2009
AED'000

120,911
(28,341)

92,570

Total

AED'000

49,897
6,573
(1,621)

54,849

26,399
-10,979
- (641)

36,737

18,112
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22 FURNITURE, FIXTURES AND OFFICE EQUIPMENT (continued)

, Computers
Furniture and office Moior ,
and fixtures equipment vehicles Total
AED'000 AED'G00 AED'000 AED'000

Cost:

At 1 January 2008 11,969 19,993 460 32,422

Additions during the year 3,740 7,074 336 11,150

Acquired through

business combination 3,579 3,748 52 1,379

Disposals during the year (865) (137 (52) {1,054)

At 31 December 2008 18,423 30,678 796 49,897
Accumulated depreciation:

At 1 January 2008 4,785 8,860 112 13,757

Depreciation charge for the year 2,669 6,933 167 0,769

Relating to

acquisition through business combinations 1,477 1,913 33 3,423

Disposals during the year (379) (128) (43) (550)

At 31 December 2008 8,552 17,578 269 26,399
Net book value:

At 31 December 2008 9,871 13,100 527 23,498

23 SUKUK

On 18 July 2005, the Group issued a five year Sukuk redeemable over six semi-annual payments starting from 18

- January. 2008, The Sukuk was issued at par by way of a public offering and is listed on Dubai Financial Market.

The Sukuk represents ownership of certain financing and investing assets located in Dubai with carrylng value
equal to the outstanding unredeemed Sukuk amount (note 15)

24 INVESTMENT DEPOSITS

2009 2008
AED’000 . AED'000
a) . . Deposits through Amlak Real Estate Fund: . . R : : o e
At 1 January _ 211,640 235,742
Earned profit : ' ; 865 10,741
Payments/transfer during the year B . (212,505) (34,843)
At31 December SRR S - 21640
b) Mud_arebe and Wakala deposits _ o . S 1_.1,108,707 11,233,403

11,108,707 45003

-The Group collected investment dep051ts of USD 75 million payable w1thm 4 years w1th minimum expected profit
" rate of 6% through a special purpose real estate fund. These deposits were secured by certain jarah assets included

in financing and mvestmg assets Certam dep051ts were eenverted mto Wakala deposns and the ba]ance was pa:d

durmgthe year R
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24  INVESTMENT DEPOSITS (continued)

Mudaraba arrangements represent funds for investment in the Group's (Mudareb's) ongoing real estate investment
activities (the Project) on a mudaraba basis, Rab Al Mals agree to reward the Mudareb for profits earned by it in
excess of minimum return based op EIBOR determined at inception as an incentive/bonus for profitable, efficient
and safe deployment of the Rab Al Mal's capital. All these arrangements are short term. '

Wekala arrangements represent investment amount received by the Group (Wakeel) from a customer (Muwakkil) to

invest in the investment transaction expected to penerate profit for the Muwakkil based on EIBOR. Any profit
exceeding the expected profit after deduction of wakeel fee is allowed to be kept by the Group as an incentive,

23 OTHER LONG TERM FINANCING

2009 2008
AED'000 AED'000
National Bank of Abu Dhabi {note A) - 45,871
Egyptian Saudi Finance Bank (note B) 42,883 50,213
National Bank For Development (note C) 41,890 48,103
Istisna financing by subsidiary (note D) 35,872 33,321
Total 120,645 177,508

A) National Bank of Abu Dhabi

On 13 December 2007, National Bank of Abu Dhabi issued a long term finance of Egyptian Pounds 80 million to a
subsidiary to finance Group's activity according to the Islamic Sharia’a. The initial term of the finance was for six
months that ended on 10 June 2008 and was renewed for another six months, The finance cost was calculated on the
outstanding unpaid amount at 2% annually over the declared cost of Central Bank of Egypt. During the current

year the long term finance was pald in full by the Group

B) Egyptmn Saudi Finance Bank

On 12 December 2007, Egyptian Saudi Finance Bank issued a long term facility of a maximum limit of Egyptian
Pounds 100 million to finance the Murabaha facilities of one of the Group’s subsidiaries. The subsidiary has one
year grace period starting from the date of the Murabaha to pay the installments. Profit on the facility granted is
ca]culated as follows:

- for Murabaha maturing in less than three years' 1.25% over the average Corridor profit rate of the Central
-~ Bank of Egypt; and
- for Murabaha mamring in three to ﬁve years; 2% over the average Corridor prof t rate of the Central Bank

of Egypt

Murabaha obtained by the subsidiary under the terms of this agreement will be settled in quarterly installments in
accordance with the cash flow position of the Group. The Group has given a guarantee in favour of the Egyptian
Saudi Fmance Bank Egypt in relation to the facr]rly obtained. . :

C) Nntlonal Bank for Development

-In August 2008 Neational Bank for Development lssued a long term faetl:ty llne of a maximum Itmlt of Egyptian
. 'Pounds 100 million to finance subsidiary’s activities according to Islamic Sharia, The subsidiary has grace per:od of
6 rnonths Io use the limit, The expected profit. on the famllty obtamed is calcuiated as t‘ollows '_ o

L % over the average Comdor proﬁt rate of the central Bank of Egypt WIth an lncentlve rate of 11 5% The -
prof it W|I[ be pald every 6 months ' o _ : S :

29
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25 OTHER LONG TERM FINANCING (continued)
D)  Istispa financing

During 2008, a subsidiary entered into an [stisna agreement with an I[slamic bank to finance the purchase of ofTice
condominium unils in a property which is currently being constructed. The total amount of the facility is
AED 33,288,097, of which total payments made towards the conslruction cost as of 31 December 2009 is
AED 30,036,354, The Istisna profit has been included in the carrying amount of the payments for the said property.

The finance amount of AED 33,288,097 and the accumulated Istisna profit will eventually be converted into an
ljurah [acility upon the handover of the property to the Group.

ljurah profit rate is 3 months EIBOR + 2.5% per annum {(minimum 6.5% per annum) and is payable in quarterly
instalments in 6 years after the handaver of the completed property.

This focility is secured among others by: () a tripartile mortgage ngreement among the developer of the property,

the bank and the subsidiary; (b) assignment of insurance over financed property; and (¢} assignment of future rental
income from the financed property.

26 EMPLOYEES’ END OF SERVICE BENEFITS

2009 2008
AED'D0G AED'O00
Movements in the provision recognised in the balance sheet are as follows:
Al 1 January 3,623 1,823
Transler on acquisition of subsidiary - 420
Provided during the year ' _ 1,298 2,421
Paid during the year (1,214) (1,043)
At 31 December ' 3,707 3,623
27 OTHER LIABILITIES
2009 2008
AED 006 AE_D ‘600
Accrued expenses I ' T " 8,651 © 38,6358
- Payable under escrow accounts(*) 161,777 235,709
© Amounts payable to customers for broking activities _ - 57,894 103,331
Advances received from customers for purcha&e of properties = B 29,441 71,866
Land department fees payable : _ o 39,910 46,039
-Brokerage payable _ 4,845 25,809
Due to related parties (note 35) : _ ' 1,272 14,401
Dividend payable o ' _ ~ 8,059 - 83T
Other payables _ . - B 32,639 45,228
344488 589,4_18

("‘)The Group is an escrow ugent and holds amounts in trust for dwelopers T hc balunce represcntb amounts held
' |n trust as at the date 01 stalemeni of lmunmal posmon : S :
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28 SHARE CAPITAL

2009 2008
AED’060 . AED'000
Issued and fully paid '
1,500,000,000 shares of AED 1 each

(31 December 2008:1,500,000,000 ordinary shares of AED 1 each) 1,500,000 1,500,000

29 EMPLOYEE SHARE SCHEME

During 2008, the Group purchased 25 million of its shares, equivalent to [.67% of the issued shares, These shares
are recorded in the balance sheet as employee stock option plan shares within equity, as the Group is planning to
introduce such a plan. The market value of these shares as at 31 December 2009 based on the latest price quoted
prior to the suspension of trading is AED 1,02 per share.

30 STATUTORY RESERVE

As required by the Commercial Companies Law and the Company's Articles of Association, 10% of the profit for
the year is transferred to statutory reserve, The Group may resolve to discontinue such annual transfers when the
reserve totals 50% of paid up share capital, As the Group has incurred a loss, no amounts have been transferred to
the statutory reserve for the current year (2008: AED 28,570 thousand),

31 GENERAL RESERVYE

As required by the Company's Articles of Association, 10% of the profit for the year is transferred to general
reserve. As per the Articles of Association, deductions for the general reserve shall stop by resolution of an
Ordinary General Assembly upon the recommendation of the Board of Directors or when this reserve reaches 50%
of the paid up capital of the Company. This reserve shall be utilised for the purpose determined by the General

--Assembly-at an ordinary meeting upon-the recommendation of the Board of Directors.- As the Group-incurred a loss;

no amounts have been transferred to the general reserve for the current year (2008: AED 28,570 thousand).

32  SPECIAL RESERVE

The special reserve, which has been created in accordance with the recommendatlons of the UAE Central Bank, is
not available for distribution.

33 FOREIGN CURRENCY TRANSLATION RESERVE

The foreign currency translation reserve is used to record exchange difference arising ﬁ'om translation of the
ﬁnanc:al statements of forelgn subsndlanes : :
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L 34 SEGMENTAL INFORMATION

i For management purposes the Group is organised into three business segments, retail (comprising of financing and
investing activities of UAE), commercial (comprising of property transactions), investment and athers (comprising
of treasury and other central functions),

—
The Group's revenues and expenses for each segment for the year ended 31 December are as follows:
2009:
7 Investment & Total
B Retail Commercial Others
AED’000 AED000 AED000 AED000
o Gross income 708,182 (14,939) 68,860 762,103
. Distribution to depositors (305,964) (179,876) (54,785) (540.627)
Allowances for impairment {198,550) (25,677) 9,020 (215,207)
- Expenses (including allocated expenses) (114,273) (14,081) (27,396) (155,750)
Share of results of associates - - (6,097) (6,097)
_ Segment results 89,393 (234,573) (10,398) (155,578)
L _
Share of non controlling interest _ ' 21,795
(177,373)
t Segment assets 9,024,358 3,867,721 1,344,619 14,236,698
E Segment liabilities 7,378,383 3,533,928 1,196,832 12,109,143
r Depreciation . - - 10,97% 10,979
- Capital expenditure S - - 6,573 . 6,573
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34 SEGMENTAL INFORMATION (continued) .

2008;

Gross income
Distribution to depositors
Allowances for impairment

Expenses (including allocated expenses)

Share of associates

Segment results

Less; Shars of non controlling interest

Profit for the year

Sepment assets

Segment liabilities

Depreciation

Capital expenditure

Investment
Retail Commercial and others Total

AED000 AED'000 AED000 AED000

698,579 452,285 55,394 1,206,258
(305,968) (172,185) (47,745) (525,898)
(103,622) - (111,981) (215,603)
(195,196) (19,053) (16,151) (230,400)
- - (34,499) (34,499)

93,793 261,047 (154,982) 199,858
(40,387)

240,245

9,366,102 4,328,749 2,151,612 15,846,463
8,135,956 4,018,297 1,631,747 13,786,000
- - 9,769 9,769

- - 11,150 11,150

Related parties represent associated companies, major shareholders, directors and key management persormel of the
Group, and entities controlled, jointly controlled or significantly influenced by such parties. The pricing puheies
and terms of these transactions are approved by the Group’s management.

Balances with related parties included in the consolidated statement of financial position are as follows:

31 December 2009

Financing and investing assets
Investment deposits

Other assets (note 21)

Other liabilities (note 27)

31 December 2008

" Financing _erid_ investing assets @

Investment deposits

.+ ...~ Other assets (note 21) -
o Other !lablllties (note 27)

C  Directors
Associated Major and senior
companies  shareholders management
AED000 - AED’000 - AED'000

- - 72,899
- 833,284 -
- 5918 698 -
- L2720 -
S S - Directors
“Associated Major " and senior
... companies. .. shareholders . management .
- AED'000 - AED'000 . -AED'000
P 52,264
R 934,726 PR
3,226 e - R R
s 633 -

Other
related

parties
AED'000

8,982
743,886

6

- Other

- related o
. parties ..

: AED ‘000

13473
1,859,834
126966
14,401

925,108

123,740 -
7864

2009
Total
AED'000

81,881

- 1,577,170

10,622
1,272

' 2008
Tolal

AED'OOO

65,737
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35 RELATED PARTY TRANSACTIONS (continued)

Outstanding balances at the year-end arose in the normal course of business. For the year ended 31 December
2009, the Group has not recorded any impairment of amounts owed by related parties (2008: nil).

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

31 December 2009
: Directors Other
Associated Major and senior related 2009
companies  shareholders management parties -Total

AED’000 AED'000 AED’000 AED’000 AED'000

= Income from financing

and investing assets - - 3,963 695 4,658
— Distribution to depositars - 51,832 - 33,541 85,373
. Reversal of gain or cancellation

: of sale of property rights - - - 48,138 48,138
- 31 December 2008
— Directors Other

: Associated Major and senior related 2008
b companies  shareholders  management parties Total

AED'000 AED'000 AED'000 AED'000 AED'000
lj’ Income from financing ;

- and investing assets - - 2,064 696 2,760
i, Income from investment deposits - - - (1,793) (1,793)
l Distribution to depositors - 33,733 - 3,864 37,597

2 Sale of properties and property rights - - - 489,149 489,145

— Compensation of key management personnel
I : In addition to the Directors’ fees of AED 1.65 million paid during 2008, the compensation paid to key management

“—~ .. personnel of the Group is as follows:

2009 2008
AED'000 AED'000
. Salaries and other benefits ' o 16,320 14,737
3 Employee terminal benefits : o 925 338
17,245 15,075
36 COMMITMENTS AND CONTINGENCIES
Commitments '
- 2009 2008
. AED000 - AED'000
. Irrevocable commitments to extend credit - - 36.1 S - - 2434354 - 2,892,460
. Commitments for investment properties .~ - 362 - S 224,752 . 2286916
| | 2,659,106 5,179,376

" the Group's customers. Commitments generally have fixed expuatlon dates, or other termination clauses,

o total contract ﬂmounts do not necessarlly represent future cash requlrements

. '_36.] '.'Creclit—related commltments lnclude cornmrtments to extend faorlltles desngned to rneet the requarements of L

and normally require the payment of a fee. - Since commitments may expire w1thout bemg drawn upon the o

§ 36.2 . _':_Thts represents commltments to property developers or sellers in respect of property purchases .:' ' _ _. _ ' . . - _:
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NOTES TO THE CONSOLIDATED FINAN CIAL STATEN[ENTS
At31 December 2009

36 COMMITMENTS AND CONTINGENCIES (continued)

Contingencies
The Group has issued guarantees on behalf of subsidiaries amountmg to AED 257 million (2008: AED 283 million)
and others AED 12 million (2008: AED12 million). .

37 RISK MANAGEMENT

Risk is inherent in the Group’s activities but it is managed through a process of ongoing identification,
measurement, mitigation and monitoring subject to risk limits and other controls, This process of risk management
is critical to the Group's continuing profitability and sustainability, The Group is exposed to credit risk, liquidity
risk and market risk, the latter being subdivided into trading and non-trading risks. It is also subject to operational
risks,

The independent risk control process does not include business risks such as changes in the environment,
technology and industry, They are monitored through the Group’s strategic planning process.

The major risks to which the Group is exposed in conducting its business and operations, and the means and
organizational structure it employs in seeking to manage them strategically in its attempt to build stakeholder's
value are outlined below,

The Board of Directors (“Board™) is responsible for the continuous review and approval of the Group’s Risk
Policies and Medium Term and Annual Risk Strategy, within which business strategy, objectives and targets are
formulated, The Board reviews the Group’s Risk Profile to ensure that it is within the Group's Risk Policies and
appetite parameters. It delegates authority to senior management to conduct day-to-day business within the
prescribed policy and strategy parameters, whllst ensuring that processes and controls are adequate to manage the
Group’s Risk Policies and Strategy.

Executive Management is responsible for implementing the Group’s Risk Strategy and Policy guidelines as set by
the Board including the identification and evaluation on a continuous basis of all significant risks to the business
and the design and implementation of appropriate internal controls to minimise them. This is done through the

: ..foilowing senior management [AT0) 1405 4 YRR 1= SO

The Audit Committee is responsible to the Board for ensuring that the Group maintains an effective system of
financial, accounting and risk management contro]s and for monltormg compliance with the requirements of the
regulatory authorities. :

The Group's Fatwa and Sharia Supervisory Board is responsible to review the operational, financing and investing
activities of the Group ensuring their alignment and compliance with The Quran and The Sunna’h. Being a
supervisory board they are also required to audit the business activities undertaken and present an independent
report to the shareholders, Fatwas and ongoing pronouncements issued by Fatwa and Sharia Supervisory Board are
coordinated and implemented by the management of the Group. The management of the Group seeks guidance from
the Fatwa and Sharia Supervisory Board for the lrnp]ementatlon of its Fatwas and pronouncements.

The Credlt Commtttee is responsible for pertf‘ehu evaluation, credlt decnsnons credit policy and procedure
formulation, country risk and counterparty analysis, approval/review and exposure reporting, control and risk-
related regulatory compliance, dealing with impaired assets and portfolio management. It is also responsible for

“identifying market and operationai risks arising from the Group's activities, recommending to the relevant

committees appropriate policies and procedures for managmg exposure to such rlsks and establlshmg the systems

o _ necessary to 1mplement eﬁ'eetlve contro]s _' .

The Credit Commitiee actwe]y halses w:th the. Centra] Bank f'or blaek Iisted customers. Mereever the Group has

*introduced Risk Ad_lusted Pricing Modet! for financing following accredited Credit and Risk evaluatxon standards,
. -The Credit. Committee aetlvely pursues . the quallty of the purtfollo -on.a- monthly ba51s usmg lntematlenaily-
: '.acknowledged credn scermg system. o . . .
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37  RISK MANAGEMENT (continued)

The Asset and Liability Committee (ALCQ) is chiefly responsible for defining long-term strategic plans and short-
term tactical initiatives for directing asset and liability allocation prudently for the achievement of the Group's
strategic goals. ALCO monitors the Group’s liquidity and market risks and the Group’s risk profile in the context of
economic developments and market fluctuations, to ensure that the Group's ongoing activities are compatible with
the risk/reward guidelines approved by the Board. :

The Management Committee is responsible for name clearance and review of ail investment related deals from an
operational, fiduciary and reputation risk perspective, in line with the risk/reward guidelines approved by the Board.
The Management Committee is also responsible to ensure compliance with directives issued by the Sharia Board
including changes in financing contracts, product parameters etc,

The Group's risks are measured using a method which reflects both the expected loss likely to arise in normal
circumstances and unexpected losses, which are an estimate of the ultimate actual loss based on statistical models.
The models make use of probabilities derived from historical experience, adjusted to reflect the economic
environment. The Group also runs worse case scenarios that would arise in the event that extreme events which are
unlikely to occur do, in fact, occur.

Monitoring and controlling risks is primarily performed based on limits established by the Group, These limits
reflect the business strategy and market environment of the Group as well as the level of risk that the Group is
willing to accept. In addition, the Group monitors and measures the overall risk bearing capacity in relation to the
aggregate risk exposure across all risk types and activities,

For all levels throughout the Group, specifically tailored risk reports are prepared and distributed in order to ensure
that all business divisions have access to extensive, necessary and up-to-date information,

Excessive risk concentration ‘

Concentration arises when a number of counterpartles are engaged in smular business activities, or activities in the
same geographic region, or have similar economic features that would cause their ability to meet contractual
obligations to be similarly affected by changes in economic, political or other conditions. Concentration indicates-
the relative sensitivity of the Group’s performance to developments affecting a particular nationality, industry or

geographlcal locanon

The Group’s risk 5 are mamly related to the property market in the UAE, in part:cular in Dubai.

In order to avoid further excessive concentration of risk, the Group’s policies and procedures include specific
guidelines to focus on counter party limits and maintaining a diversified portfolio. Identified concentration of credit
risks are controlled and managed accordingly.

Credit risk
Credit risk is the risk that a customer or counterparty will fail to meet a commitment, resulting in financial loss to

-the Group. Such risk stems mainly from day to day Islamic financing activities undertaken by the Group. Credit

risk is actively monitored in accordance with the credit policies which clearly define delegated financing
authorities, policies and procedures. For details of compasition of Islamic financing assets refer note 15.

The Group attempts to control credit risk by monitoring credit exposures, limiting transactions with specific counter
parties and continually assessing the creditworthiness of counter parties. The Group has built and maintains a sound
receivable portfolio in terms of a well defined Credit Policy approved by the Board of Directors. Its credit
evaluation system comprises of well-designed credit apprmsal sanctioning and review procedures for the purpose
of emphasising prudence in its financing activities and ensuring quality of asset portfolio, Spemai attentlon is paid

‘to the manﬂgement of non—perfonmng ﬁnancmg assets.

The Group constantly monitors overall oredit exposure arld takes analytlcal and systematic ﬂpprnaches to its credit

structure categorized by individuals, group and industry and consequently, the credit portfolio is well diversified

T sectorally and by natlonalltles OVeraEl credlt risk is considered to be mmlmal with no 51gn1ﬁcant concentration,

The Group encourages ljara ﬁnancmg, as ewdent ﬁ-om the ponfoho compos:tlon which entails the ownershtp of

“the property ‘with the Group till cléarance of all rental payments due, This result in full cullateralls_at:on of the
) f' inance amount (f' xed rentals) The Group 5 customers are malnly based in the Umted Arab Emirates '
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37  RISK MANAGEMENT (continued)
QUANTITATIVE INFORMATION

Maximum exposure to credit risk without taking account of any collateral and other credit enhancements

The table below shows the maximum exposure to credit risk for the components of the balance sheet, The
maximum exposure is shown gross,

: ' Gross Gross
maximum maximum
exposure expastre

2009 2008

AED’000 AED'060
Balances with banks (note 14) 798,989 613,326
Financing and investing assets (note 15) 9,024,358 10,060,711
Property rights held for trading (note 16) - 1,146,754
Trading securities ' 394 11,067
Available-for-sale investments (note 17) 84,346 117,639
Advances for investment properties (note 18) 781,460 -
Investments in associates (note 20) 238,909 413,777
Other assets (excluding prepayment) (note 21) 201,584 543,145
Total (A) 11,130,040 12,906,419
irrevocable commitments to extend credit (note 36) 2,434,354 2,892,460
Total (B) 2,434,354 2,892,460
Total credit risk exposure (A + B) 13,564,394 15,798,879

Where financial instruments are recorded at fair value the amounts shown above represent the current credit risk

““exposure but not the maximum risk exposure that could drise in the futufs ds & resiilt 6f changes in values, Formore

details on the maximum exposure to credit risk for each class of financial instrument, references shall be made to

the specific notes, The effect of collateral and other risk mitigation techniques is shown below,

The credit quality of financial assets is managed by the Group using internal credit ratings. The table below shows

the credit quality by class of financial asset, based on the Group 5 credit rating system.

a7
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Amlak Finance PJSC and its Subsidiaries

Pl

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At3l Dacember 2009

¥7  RISK MANAGEMENT (continued)

Collateral and other credit enhancements

The finance provided by the Group is completely asset backed in accordance with the principles of Shariah.
Properties are funded based on “Group's Appraised Value”, In the case of new properties, the appraised value is
similar to the developers® per square footage rate further assessed by independent valuation and internal assessment.
However, in some cases the Group might have lower rates than the developers based on the Group's view of the
property, In case of older properties the appraised value is released by the Credit Department These valuations are
based on the valuation report from valuers whenever required and the property prices witnessed in Amlak’s past
funding transactlons .

Property insurance is mandatory and the property is insured against all normal risks for the value stated in the sale
agreement, or the valuation amount given by the surveyor, as the case maybe. The insured value is maintained at the
original property value through the life of the finance,

Market risk
Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of

changes in market prices,

The Group has established risk management policies and limits within which exposure to market risk is monitored,
measured and controlied with strategic oversight exercised by the Board and ALCO. These units are responsible for
developing and implementing market risk policy and risk measuring/monitoring methodology and for reviewing all
new trading products and product limits,

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates. As the US Dollar is pegged to the UAE Dirham, balances in US Dollars are not
considered to represent significant currency risk,

2009 2008
% Change in
currency rale E_{fect on Effect on Effect on Effect on
CUMAED T et equiy T Prope T Bquiy
AED ‘600 AED'000 AED '000 © AED '000
Currency
Egyptian Pound (LEY) + 5% - + 3,137 - + 3,683

Saudi Riyals (SAR) + 5% + 11,327 - £1 1,2_16 . -
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NOTES TO THE CONSOLIDATED FINAN CIAL STATEMENTS
At3l December 2009 :

37  RISK MANAGEMENT (centinued)

Profit rate risk

Profit rate risk arises from the possibility that changes in profit rates will affect future profitability or the fair values
of financial instruments. In the Group's financial statements, mainly two line items can lead to such exposure i.e.
Islamic financing assets and financing obligations, as shown on the assets and liabilities sides respectively, The
profit rate risk for the Group is minimal in the short term period, The profit rate for financing assets is a
composition of EIBOR and internal spread which can be expected to fluctuate frequently based on EIBOR
movement. The Group reviews the profit rate on a monthly basis during its ALCO meeting and, if requxred
recommends rate change based on market condttlons and competltweness

The financing obligations, being short term, are contractually fixed/capped rate contracts as determined on contract
initiation, Any rate change hes no impact for already entered arrangements,

The following table demonstrates the sensitivity to a reasenable possible change in profit rates, with all other
variables held constant, on the Group's statement of income,

The sensitivity of the statement of income is the effect of the assumed changes in profit rates on the results for one
year, based on the floating rate non-trading financial assets and financial liabilities held at 31 December 2009. The
sensitivity of equity is calculated by revaluing fixed rate available-for-sale financial assets,

2009 2008
AED 000 AED '000
Effect of a + 50 bps change in EIBOR/LIBOR 7 +14,514 +4,835
Effect of a = 100 bps change in EIBOR +21,027 F 9,671

Equity price risk

Equity price risk is the risk that the fair values of equities decrease as the result of changes in the levels of equity
indices and the value of individual stocks. The non-trading equity price risk exposure that arises from the Group’s
investment portfolio include insignificant quoted equities.

Early settlement risk is the risk that the Group will incur a financial loss because its counterparties settle earlier or

later than expected.

The Group does not have any significent early settlement risk as the amount recovered in case of early settlement is
more than the fair value of the asset on early settlement date, by retaining an amount of deferred profit or adding a
margin to the sale price of the [jarah asset as an early settlement gain. The collection team, supervased by Credit
Committee, monitors the customer receivable position on a daily basis,

Liquidity risk

The table below summarises the maturity profile of the Group's financial liabilities and off balance sheet
commitments based on contractual undiscounted payment obligations, Payments, which are subjected to notice are
treated as if notice were to be given immedlate]y

Based on the Group's investment deposit retention history and the support from the Steering Committee set up by
the UAE Ministry of Finance and Indus'ﬂy, the Group expects that many of its dep051tors will roll over the deposits
on mamrtty dates

A
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Amlak Finance PJSC and its Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 December 2009 :

37 RISK MANAGEMENT (centinued)

Liquidity risk (continued)

As discussed in note 1 to consolidated financial statements, the Board of Directors, along with the Steering
Committee set up by the UAE Ministry of Finance and Industry in connection with the proposed merger with
Tamweel PJSC are evaluating various aptwns to secure sustainable funding for the Group in order to enable it to

continue to meet its commitments,

Operational risk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events, When
controls fail to perform, operational risks can cause damage to reputation, have lega! or regulatory implications, or
lead to financial loss. The Group cannot expect to eliminate all operational risks, but through a control framework
and by monitoring and responding to potential risks, the Group is able to manage the risks. Controls include
effective segregation of duties, access, authorisation and reconciliation procedures, staff education and assessment
processes, including the use of internal audit.

Capitai Management

The pritnary objectives of the Group's capital management are to ensure that the Group complies with externally
imposed capital requirements and that the Group maintains strong credit ratings and heaithy capital ratios in order to
support its business and to maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it in the light of changes in economic conditions
and the risk characteristics of its activities. No changes were made in the objectives, policies and processes during
the years ended 31 December 2009 and 31 December 2008, Capital comprises share capital, employee share
scheme, statutory reserve, general reserve, special reserve, cumulative changes in fair value, foreign currency
translation reserve, and retained earnings and is measured at AED 1,840,927 thousand as at 31 December 2009 (31
December 2008: AED 2,031,276 thousand).

38 COMPARATIVE INFORMATION

AED 67,797 thousand being amount payable to a vendor for purchase of a piece of land by the Group’s subsidiary

“"in Egypt which was included in “Other liabilities” as"at the end of the previous year has now been classified and ™~ "

included in “Payable for investment properties”. No amounts were payable to the vendor as at 1 January 2008 as the
transaction had occurred in 2008,

Such reclassification has been made to conform to the current year's classification and presentation and does not
affect the previously reported results or shareholders’ equity.
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