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INDEPENDENT AUPITORS' REPORT TO THE SHAREHOLDERS OF
DEYAAR BEVELOPMENT PJSC

Report on the Finnocial Staternents

We have audited the accompanying financial statements of Devaar Bevelopment PJSC and Subsidiaries
{“the Group™, which comprise the consolidated balance sheet as at 31 December 2008, and the
consolidated income statemoent, consolidated cash flow statement and consalidated statement of changes
in equity for the period from PG July 2007 to 3 December 2008, and a sumimary of significant
accointling policies and other explanatory notes,

Management s Responsibifity for the Financiol Statements

Management is responsible for the preparation and fair presentation of these consohidated financial
statements in accordance with International Financial Reporting Standards and the applicable provisions
of the articles ol association of Deyaar Developinent PISC and the UAE Commercial Compantes Law of
1984 {as amended).  This responsibility includes: designing, implementing and maintaining internal
controb refevant to the preparation and fair presentation of consolidated financial statements that are free
from matertal misstaternent, whether due o fraud or crror; selecting and appiying appropriste accounting
policies; and making sccounting estimates that are reasonable in the circumstances.

Anelitors ' Responsibility

Cher rosponsibifity B8 to express an opinion on these financial statements based on owr audit. We
conducted our aundit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit (o obtain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An sudif involves performing procedures (o oblain awdit evidence about (he amounts and disciosures in
the comsolfidated financial statements. The procedures selected depend on the awlitors” judgment,
inchuding the assessmient of the risks of material misstatermnent of the consolidated financial staterments,
wlictiicr duc to fraud or error. In making those risk assessments, the anditor vonsiders internal control
relevant o the entity’s preparation and fair presentation of the consolidated financial statements in order
o desipn audit procedures that are appropriate in the civcumstances, but not for the purpose of
cxpressing an opinion on the effectiveness of the entity’s tnternal controls, An apdit also includes
cvaluating e appropriatencss of asccounting policies used and the reasonnbleness of accounting
estimates made by management, as well as evaluating the overall presentation of the comsolidated
financial staternems.

W believe that the audit evidence we huve obtained is suflicient and appropriate to provide a basis for
crEr gud it opirion.

Cpinian

I omr opinion, the financial statements present fairly, in all material respects, the Roancial postiion of
the Group as of 31 December 2008, and its financial performance and its cash Rows lor the period then
ended in accordance with international Financial Reponting Standards.
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Report on Other Legal and Regulatory Requirementsy

We also confinn thal, in our opivion, the consolidated financial statements include in all material
respects, the applicable roquirements of the UAE Commercial Compantes Law of 1984 (as amended)
and the articles of association of Deyaar Pevelopmenl PISC; proper books of accounl have been kept by
Teyaar Developmeni PISC and the contents of the report of the Beard of Directors relating to these
consolidated financial stalcinents are consistent with the books of account. We have obtaiied all the
information and explanalions which we required for the purpose of our audit and, to the best of our
knowledge and belief, no violalions of the UAE Commercial Companies Law of 1984 {as amcnded) or
ol the atticles of association of Deyaar Development PISC have oceurred during the period which would
have had a material effect on the business of Deyaar Development PYSC or on its financial position.

iﬂ*ﬁi{ A4 ll(cw'nﬂ'

Signed by
Farrukh Seer (Registration No.491)
For Firnst & Young

Dubai, United Arab Emiralcs
25 January 2004



Deyaar Development PISC und Subsidiar s

CONSOLIDATED INCOME STATEMENT

Period ended 31 December 2008

Yeae ended 10 Jualp 2007 1o
3 December Ji Decentber

2008 2nas
Nofies AED ‘000 AFED ‘0o
Reventees 3 2,850,527 3788833
Cost of revenues 3 (1,990,023 (2423817
GROSS PROFIT D, S 1,295,016
Cither operating incoms ¢ 136,505 112 569
Selling, geneeat and administrative expenses 7 {314,203) (434,530}
Finance costs (t3,400) (18,297)
Income frone deposils 18,768 63,704
Met gain on Fair valution of investment properiies 17 204,242 304,242
Share of resulis of assogigles : (2,001) {2,031}
FROEFIT BETORE TAX 1,120,366 1,430,757
Ineome tax {10,252) (£7,666)
FROFIT FOR TIE PERMID BEFORE
PRE-INCORPORATION BROKIF 1,104,114 1,413,021
Pre-incotporalion profit, net B - 107,395
UROFIT FOR THE YEAR/TERION 1,104,884 1,524,486
Agributable 10
Eguity holbders of the Parend 1,045,130 1,505,574
Minority interest 3,9%4 14,5£2
1,104,314 1,520,486
Eurnings per sfiore atfeitritable (o
e ety lrofders af the pareni:
- busic and diluted camnings per share 9 AER0,1395 AEL0.2606

The alffached notes 1 to 30 form pait of these consotidated financial statements.
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CONSOLIDATED BALANCL SHEET

Al 3 December 2008

ASSETS

Bank balances and cash

Accounts and notes receivable
Prepayments and other assets
Advances for pirchasze of properties
Properlies under constuction
Ivestments in associsles

*roparly, plant and equipment
Investment properlics

Cioodwil]

TOTAL ASSETS

LEABILITIER AND EQUHTY
LIABILITIES

Accounts payable and aecruals
Advances from customers

tslamic futance obligations

Term Neanee

Retentions payable

Empioyees’ end of service benelits

TOTAL LEABILITIES

EQUITY

Equity atiribelalle io equity holders of the
parent company

Share capilsl

Statutoty reserve

Exchange {iranskafion reserve

Retained earilngs

BDinorily interest
TOTAL EQUITY

TOTAL HRBILTTTESAND EQUITY

Chairiman
235 fanuary 2009

Notes

0
3
B2

13
b4

34
17

19
24

21

22
23

24

31 December
2008
ARD 00

641,194
I, E47,780
127,887
1,126,894
4,241,356
656,818
35,208
1,729,038
968,964

15,273,285

1,948,508
1,096,214
574,921
216,504
£38,3£8
9,344

3,971,213

5,778,000
152,263
(874)
1,353,711
7,283,106
18,972
7,302,072

11,273,285

(24 Cue

Chief Exerilive (]t&wr’f
25 January 2009

The attached notes | to 30 lorm pat of these consolidated Binancial statetnents.
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Deyaar Development PISC und Subsidiaries

CONSOLIDATED STATEMENT OF CASH FLOWS

Pertod ended 31 December 2008

OPERATING ACFIVITILS
’rotit before 1ax
Adjusiments lor
Depreciation
Provision for employees’ end of service benehis
income from deposits
Finanee costs
share of resuits of associales
Ciain on disposal of a subsidiary
Met gain o fair vatustion of investment propertics
Crain un disposal of property, platt and egquipment

Working capitat chanpes:
Accounts and roles receivable
Prepyymients and otler assets
Advances for purchase ol properties
Propertics under construction, net
Hetentions payable
Actounls payable and accroals
Advances from custaners

Cash used i operations
Employees’ end of service benefits patd

Met cash used in pperating activities

INVESTING ACTIVITIES

Turchase of property, plant and couipment

Proceads from disposal of property, plant and equipment
liwvestments in associates

Deposits maturing afler three months

tneome frum: deposils

Met cash oulflow on trans{enfacguisition of subsidiaries

Met cash used in investing activities
FINANCING ACTIVITIES

Inerease v capital
Pre-incorporation profits

islamic fingnce oblipations recetved
istamiic finance obligations paid

Mt movement in lorm fnance
Fingnee costs paid

Met cash from fnancing activities
INCREASE IN CASH AND CASH EQUIVALENTS
Mt foreign exchange difference

Cash and cash couivabents at [0 July 2007

CASH ANE CASH EQLIVALENTS AT 3{ DECEMDER 2003

1 Fuly 2007 to
T Decermber 2008

Mrrdes AEL G000

1,430,757

16 £4,019
1,329

(63,764)
18,297
2,001

{4,242)

{304,242)

(1213

1,100,834

{817,353}
(307,742}
{1,133,553)
(2,049,196)
8,069
427,452
561,941

(1,760,348)
{1,085)

(1,781,433)

16 (33,358)
984

(658,019)

(936)
63,764

{225,353}

(852,928)
22 3,178,000
B 167,398
664,179
{1,347,594)
20 214,417
(18,297)
2,798,110
163,749
(874)
457,384

k) 620,259

The arached notes | o 30 form pret of these consalidated Financiad statements,
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Deyaar Development PISC and Subsidiaries
NOTES TO THE CONSOLIDATED FINANCIAL STATGEMINTS
Ad 31 Decomber 2008

| ACTEVITIES

Deyaar Development PISC (the “Company™'} was piven approval by the UAE Ministey of Economy and Ermnirates
Sveurities and Conunodities Autherity on & Aprit 2007 to publish the Initial Public GFfering of 55% uf the shares of
the Comnpany, pursuant to fukilment of all legal requirements and necessary procedures in accardance with the knvs
ol the UAF.

The foustcders of the Company contributed 45% of the Company’s equity it kind. Share altotments were completed
by 30 Muy 2007 and the Company was {ormally incorporated and registered as a Public Joint Stock Compaty 1 the
Fsmirate of Dubai, UAL on B Tuly 2007, The principat sctivitios of the Company are property mvestment and
developtnent, brukering, managing and renting of buildings and provision of related support services.

The accompanying consulidaled financial ststements combine the activities of the Company and lhe following
subsidiaries and joint ventures {coltectively referved to as the “Group™:

Contry of Percentape
Snbuicfiaries Frimcipal acdivity iHCarporalion e epriny
Chmnega Lnpinecring £.1,.C, Mcchanical, clectrical and plumbing LLAF. 5%
Matiomwide Realiors L.L.C, * Brokerape and other related services LLAE, 0%
Botrul Bay SAL Property investment and dovelopment Lebanon 1%
Deyaar For Development SA Hepresentative Olftee of Blevaar Lebanon [ 5%
Lheyaar (LR} Eid Representative Olfice of Deyaar LK 1{0%%
Deyawr Cayman Lid * Investment holding company Cayman [sfands 1 (M
Fleyaar West Asia Cooperaticl ULA,  Investment holding company Metherlands 10094
Ueyaar Development Corporation Property investment and developient LISA L0%
Lioyaar Mawritius Lid * Property investiment and development haunritius FO0%
Pevaar City Mauritiug Led * Property trvestnent and development Manriting THEE
Deyaar bMataysia Sdn Bhd # Properly nvesiment and developtient Wakaysia HETE
Deyaar Waterfront City Sdn Bhd * Property investment and develupment Malaysia [
Flamingo Creek L L.C. Ceneral trading, commercial and AL F 0054

industrial halding

Dureg the carreit period, the Company disposed of its 100% interest in Dubai nsaat Gayrimendal Sanayi Yo
Ticaret Liraited Sicketi, DR Tower SAL and Town Tower SAL. (note 4).

* These subsidiaties did not carry ouf any activities during the poriod,

Country of Foreentage
Jofkl ety Privmedpeal aeiivin {Rcorgorating of gqurity
Arady Devetopment L.L.C. Property development AL 0%
{ubal International
Development, Co, (1,0 * Property development AR 30%
Adbarke Deyaar Gayrimenkul * Proporty development Turkey 50%

Puring the period, the Company disposed of its 4% interest In Saudi Deyaar Real Estate Development Company
Lrd, 8 joint verdure in Saudi Arabia,

* These joint ventures did not carry oul any operations during the poriod,
Fhe address of the Company's registered office is P O, Box 30833, Dubai, United Arsb Emirates.

In accordance with the Anticles ol Association of the Company, the first financial pertod of the Company
conmenced on O Juky 2007, the dare of its incorporation, and ends on 3! Deceimber 2008, As this is the first
period of operation of the Company, no comparalives are presented in the consolidated financial statements.
Management have also presented the consolidated results of the Group's operalions For the year ended 31 Decembr
20408 for the convenionee of readers,




Deyaar Development PISC and Subsidiaries

NOTES TG THE CONSOLIDATED FINANCIAL STATEMENTS
At 3 December 2008

. SIGNIFICANT ACCOUNTING POLICIES

Basiy of preparaiton
Fhese consolidated fltancial statements have been propared in accordance with International Financial Reporting
Standards and apicable requirements of Uniled Arab Emirates baws.

The consolidated financin] statements have been prosented in United Arab Emirates Dirbams (AR, which is the
Company's functional and presentation cuerency and abl values are rounded tu the nearest thousands except wherp
otherwise indivated. Each entity in the Group determines #y vwn Rmctional currency and ftems included i the
linsncisl statements of cach entity are measored using that fimetional currency.

The consolidated fnancial statements are prepared under the histovicaf cost convention modificd to mchude the
mewsurement at fair vabue of investment properties.

Basis uf corsoldation

Sudsicliry Campanies

The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31
Decenber 2008, The financiat stalements of the subsidiarics ure prepared for the same reporting period as the
parent cumpany, using consistent accounting policies, AN intra-group balances, transactions, mcome and expenses
and profits and fesses resulfing from intea-group transactions thal sre recopnised n assets, are efiminated in ful),
Subsidiaries are consofidated from the date on which contool is transtemed to the Croup snd cease to be
consolidated from the dale on which controd s transferred out of the Group.

Minority interests represent the portion ol the profit or loss and net assets not held by the Group snef are presented
separsiely in the incoene staterment and within couily in the consobidated balance shoet, separately from parem
sharehotders’ equity. Avquisitions of ininority interests are accounted For wsing the parent entity extension method,
whereby, the difference between the consideration and the book value of the share of the net sssets acquired is
recognised it poodwill,

St Veniure Companies

Joiut ventire companies are companies in which the Group has joint control over the financial end operating
polivies, In the consolidated Financial statements, investments in joint venture compatics are accounted for vsing
the proportionate consolidation method whereby the Group accounts for its share of the assets, liabilities, income
and expenses in the joint venture compantes on a bne by line basks,

Assaciates

Associntes are companies iy which the Group bas signifies influcnce, but not control, over the finsncial and
aperating policies. In the consolidated financial statements, investments in Associstes are aceounted for using the
equity method of sconnting, from the date that sipnificant ifluence commences until the date that signifivant
influchee coases, Inveskments in associates are carried in the balance sheet at cost, plus past aeyuisilion changes in
the Group's share of net assets of the associate, fess any impairment in value, The mcome statement reffects the
Group's shate of the resulis of its associalgs,

TASR Standaids and Interpretation issued but nat adepted

Fxcept for the amendment te 1AS 40 regarding the chassification of kvestment property under construction (note 17
i}, the Group has not adapted the following TASRE Standards and Interpretations have been issued as of 3] December
200% thet are not yet mandatory, and have not yet been adopted by the Group:

TFRY 8 Operating Sepmenty

IFRS 8 Cperating Segments was issued by the 1ASB in Movember 2007, becoming effective for periods
conunencing on or after | January 2009, The new standard may reguire changes in the way the Group discloses
information shouot its operating segments,




Deyaar Development PISC and Subsidiaries N
NOTLES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 31 Degember 2008

2 SIGMIFECANT ACCOUNTING MFOLECEES (eontinued)
LASD Standzeds and Enterpretation isseed bt not adopied (continned)

£AS | Revived Presentarion af Fiwanciaf Stafemenss

The revised standard was issucd in September 2007 and becomes effective {or financial vears beginning on or after
b Jamuary 2009, The standard separates owiner and non-owner chanpes i equity. The statement of changes in
ciilily with include only details of transactions with owners, with non-owner changes in equity presented as a single
tine, In addition, the Standard intriduces the starement of comprehensive moome; i presems all irems of recognised
incotne and expense, cither in one single statement, or in {wo linked statements. ‘The Group is still evaluating
wlecther # witf have ane or two statctnents,

£45 23 Borrawlng Cusiy

A revised LA 23 Borrowing Costs was issued in March 2007, and becomes effective for financiat years beginning
o or afler 1 January 2009, The standand has been revised o require capitabisatien of burrowing costs when such
custs refate to a qualifying ssset. A qualifying asset is an asscl thal neeessarily takes a substantial period of time (o
get ready for ils intended use or sale. The Groop sceounting policy is already in accordance with this revised
stanclanyd, .

FFRIC 1S Agroementy for the Consteacttont of Reaf Extute

IFKIC 15 Apreements for the Construction of Real Estale was tssued in July 2008 and beeomes effective for annual
financial years beginning on or after | Fanoary 2009, This interpretation is 1o be applisd retrospectively, It clarifics
when and how revenue and refated expenses from the sale of a real estate unil shoubd be recognised iF an serovment
berween s developer and a buyer is renched before the constraction of the real estate is completed,

The mterpretation also states thal 3 developer shatl recognize revenue by reference to the stage of completion using
the percentage of completion method if the develuper translers to the buyer control end the significant risks and
rewards of ownership of the work in progress in its cuvent stamis as construction progresses, The Groap is in the
process of determining the implication of this ivterpretation in light ol the local regulations including the recont
arnendiments to such regadation, which are eurrcntly being clarified. 1n view of this, the impatt ol the interpretation
in the period of mitial application s not known at this stage.

limprovements 1 [FRSy

in viay 2008 the ntemational Accounting Standard Board jssued its frst omnibus of mnendiments o its standards,
primarily wilth a view to removing inconsistencies and clarifying wordine.

LAS | Prosemytion of Financin Stafenents

Assets and liahilities classified as held for trading in accordance with 1AS 39 Financial lnstruments: Recognition
amt Measurement are not sutomatically classified as current in the balance sheel. This did not result in any re-
classification of financtal instrments.

FAS 16 Properiy, Plont amid Equipiment
Replace the term “net sefting price” with “fair vakue less costs to sell”. The Group amended its sccounting policy
accordinply, which did not result i any changy in the financial position.

148 23 Baveowing Coxty

The definition of burrowing cests is revised to consalidate the two types of itemis that are considercd components of
‘boerowing costs’ into oie — the interest cxpense calcalated using the effective interost rate method caleulated in
accordance with 1AS 39,

FAN 28 Invextnent in AExsocintes

I an associate i accounted for at falr value in scconbance with TAS 39, only the requirement ol FAS 28 to disclose
the nature and extent of any significant restrictions on the ability of the associate b transter funds to the entity in the
fiorm of cash or repayment of loans applies. This amendment bas oo impact on the Groap as it does ot account For
fts associates gt fair value i accordance with TAS 3% An investment in an associnte is a single assoi for the pupose
of condueting the impaimment test. Therefore, any impaiment test is not scparately aifocated to the goodwill
mchuded in the investnent batance, This amendment has no knpaet on the Group because this policy was already
appliad.




Deyaar Development PISC and Subsidiaries .
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
At 3 December 2008

2 SIGNIFTCANT ACCOUNTING POLICIES (continaed)
Iinprovements to 1FRSs (continuwed)

1AS 31 Inrerest in Joing Venture

IF a jobmt venture is gccounted for at fair valug, in accordance with 1A% 39, only the requirements of 148 3 1
disctose the commidments of the venturer and the joint verture, a5 wel] gs summary financiel information abowt the
assels, Habilities, income and vxpenses will apply. This amendment bas no impact on the Group since the Group
does not have joinl vendure amaitgements aceounted for at fair value.

FAS 36 Jmpaivment of Assety

When discounted cash flows are used o estimate *fuir value less costs to sell” additivnsl disclosure is required aboat
the discount rate, consistent with disclosures required when the discounted cash flows are used to estimate *value in
uxe’. This amendment has ne immediate impact on the consubicdated financial statetments of the Group because the
recoverable amount ob ity cash generating unit s currently estimated using *vabue in use”.

IAN 38 Indaengrible Assees

Expenditure on advertisig wnd promotional sctivities is recognised as an expense when the Group either has the
right to access the goods or has received the service. This amendment has no fmpact on the Group because it does
ot enter i such promotional activilivs,

TFRS 7 Financial Tnsirunenss: Diselossrey
Removat of the reference to ‘total intercst income’ as a compenent of finance costs.

IAS & Accounting Policies, Change in Aceomriing Estimaies aid Ervors
Clarification that only implementation guidance that is an kwegeal part of an IFRS is mandatory when selecting
accounting policies.

FAS I8 Evesis after the Reporting Period
Clarification thar dividends declared after the cnd of the reporting period are not abligstions,

LAS 19 Ewiplares Beneflis

Revised the definition of *past scrvice costs®, ‘returit on plan asscts’ and ‘shott ternt’ and “other tunp term” employee
benefits. Amendments to plans that result in a reduction in benefifs related to fulure seivices are accounted for as
curtaitmenl, Deleted the reference to the recognition of contingen tabilitics to ensure consistency with [AS 37.

Significant Acconnting Fudyemenis and Estimates

Judgemenis

fn the process ol upplying the Group's accounting policies, management bas made the following judgements, #part
from thase involving estimations, which have the mest significant impact on the amownts recopnised in the
consotidated financial skatements,

{nvesiment properiivs

The Group has elected o adopt the fair value mode! for investment properties. ‘The Group has early adopted the
amendment to IAS 40 regarding classifieation of investment properties under construction (note 17), Accordingly,
both investment properties and investment properties under construction are carried at fair vafue with the gain ot
tosses arising from changes in fair values of investtnent properties included in the consolidaled income statement.

Transfer of equitable interest in properties

The Group has entered into a number of contracts with buyers fur the sale of fand, aparimont and commercial units.
Manapement has determined that the equitable inkcrest in such assets and thorefure, risks and rewards ol the
ownetship, ts fransfemed to the buyer once he is conunitted to complete the payment for the purchase.  This
commitment is evidenced by a signed contract for the purchase of the property and payments of sufficient progress
payments.  Based on this, the CGroup recopnises revenues wnd profits as the aets o comyplete the property arc
pettormed.




Deyaar Development PJSC and Subsidiaries
NOTES TO THE CONSOLIDATEDR FINANCIAL STATEMENTS
AL 3t Pecember 20408

2 SIGMIFICANT ACCOUNTENG POLICIES {continued)
Significant Accounling Jwlgemenis and Lstimates {continaed)

Judgemenis (continucd)

Classification af praperties

Manapement dectdes at the time of scquisition of the property wheother i should be classified as beld for sale, beld
for devebopment or investment property. The Group classifies properties as propertics under conslryction when the
inlention s to develop the properties for the purpose of seliing them o third parties. The Group also classifies
properties ns investment properties when the intention is to hodd them for rental, capital appreciation ur far
undetermined use, The Group changes the classification when the inrention changes.

Use of estimales

The preparation of the consolidated financial statements reguires mansgement to make estimates and assutnptions
that may afect the reported mnount of financiat sssets and liabilittes, revenues, expenses, disclosure of coatingent
tiabitities and the resuftant provisions and fair value for the period.  Such estimates are necessarily based on
assinptions abowt severa Factors and actual results may differ from reported amounts as described below:

Feruetiun af investment propertivs

The Group hires the services of third party gualified valuers to obtain estimales Tor the market value of land
classifted sz vestmen) properties for the purposes of their fsir valuation and impakment review and disclosuce in
the Tmancial stgements. In the absence of corrend prices in an active markst for propertics under construction, the
Group values such propertics based on discounted cash flow projections sopported by cwrent market rates for
sinidar propertics. The Group also obtains values of compluted properties in the same Jocation for comparison
PRUFPLISEE,

Costs do comipiefe properties wider constriction

The Group estimates the cost to complete propertics under construction in order to determine the eost aliributable to
revenue being recognised. These estimates include the cost of providing infrastrusture activities, potential claims by
subcontractors and the cost of meeting other confractuat oblipations 1o the customers.

tmpairment of nan financial assefs

The Group detenmines whether non financial assets are impaired at least on an annual basis.  This requires an
estimation of the “value in use” of the cash-penerating unit 1o which the non Enancial asset is allocated. Estimating
a vitlue in use amount requires managemenl to make an estimate of the expected future cash Hows from the cash-
generating unit and atso to choose a suttable diseount rate in order to caloubate the presend value of these cash flows.

Revenue recopnition
Provided i is probable that the economic benefits will Hlow to the Group and the revenue and costs, if applicable,
can be measured retiably, revesue is rocognised in the consolidated incoute statement s foblows:

Sule of property
Revenue on sale of undeveloped plots is recognised on the basis of the full acerual method a5 and when all of the
following conditions are met;

+  Asale i consummated and contracts are sigoed;

* The buyer's initial investiment, to the date of the [mancial statements, s adequate to demtonstrate & commilment
o pay for the property;

*  The Group has translerred to the buyer the usual risks and rewards of ownership in a transaction that is in
substance a szle and does not have a substantiak continuing invidvernent with the property; and

v Fhe Group's receivable is not subject to finure subordination.

Revenue on sale of aparement and vommercial units is recognised on the basis of percentage completion as and when
all of the Following conditions are met:

A sale is consummated and contracts are signed;

»  The buyer’s investinend, to the date of the financial statements, s adequate to demunstrate # commimtent to pay
for the properly;

»  Construction is beyond & preliminary stage, Le., commencoment of design work or canstriction contract or sike
accessibiity et

Lt
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2 SIGNIFICANT ACCOUNTING MOLECIES (continued)
Revenne recognition {vontinued)

o The buyer is committed. The beyer is unable to require 3 refund except for not-dofrvery of the wnit,
Management believes that the Bkelihood of the Group being unable o fulfil iis contractual obligations is
remate; aed

»  The aggregate sales procseds and costs can be reasonably estimated.

{l it revenies

Contract revenue represents the tobs] vulue of work performed during the period including the estintated sales vatue
of comracts in progress assessed on a percentage of completion method, measured by reference 1o totaf cost meurmed
to date io estimated tofa| cost for cach contract, Ne profit is laken unfif 4 contract has progressed {0 a point where
s uuteome can be estimated refiably, Where the outcome of a contract cammut be estimated reliably, revenue is
recognised only to the extent of contraet cests incwrred that it is probuble wilf be recoverable and contract costs are
recognised ax an expense in the pertad i which they are incumred. Prevision is made for ali losses enpected to arisg
oo compierton of the contracts entered into at the balance sheet date, whether or not work lias commenced on these
COHracts.

Fee and commission income
Fee and cotmmission income is recogiiscd when eamed.

tncame frow deposiis
Incoine from depasils is recopnised on an acerual bass.

Nervices
Revenue frotn services is recognised in the period in which the services are rendered.

Cusl of sale of properiy

Cuost ol sale of property includes the cost of kind and development costs. Development costs inciude the cost of
infrastnectuire and construction.  The cost of sale in respect of residential and commercial units is based on the
estimated propustion of the development cost incurred to dale to the estimated totat development cosis for each
project.

Borriwing costs

Borrowing costs directly attributable o the acquisition, construction or production of qualifying assets, which are
assels that necessarily take a substantial period of time to get ready for their intended use or sale, are added (o the
cost of those assets, untif such tne as the assets are substantialiy ready For their intended use or sate,

Ali other boreowing cosls are recognised in profit ur loss in the period in which they are incurred.

Iyvome ¢ax
‘Taxation is provided in accordance with the relevant fseal regutations of the countries in which the Group operates.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially
enacted at the bakunce sheet date, and any adjustments to the tax paysble in respect of prior years,

Income lux relating o items recognised divectly in cquity s recognised in equity and not in the incotne statemend.

Deeferred income tux is provided, using the Hability method, on al] temporary differences at the bulance sheet date
Between the tax bases of assels and Yabilities and their carmying amounts.

Dreferred incore 1ax assels and abilities are measured at the tax rates that are expected to apply 1o the pering when
the asset is reslised or the labifity is seitfed, based on faws that heve been enacted at the batance sheef date.

Peferred incotne tax assets are recognised for all deductible temporary differences and cary-forward of vnused tax
assets and unused tax losses to the extent Ihat it is probable that taxable profit will be available against which the
deductible temperary differences and the cany-forward of unused tax assets and unused tax osses can be utilised.
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s SIGNIFHCANT ACCOUNTING POLICIES {continued)

Ineome tax (continued}

The catrying mmount of deforred income tax assets is reviewed &l each balance sheet date and reduged to the extent
that it is no longer probable that sufficient taxable profit wili be available to athow aff or part of the deferred income
tax assel Lo be wilised.

Properiies under constroction

Properties it the course ol construction for sake are classified as propertics onder construction.  Unseld properties
aned sold properties which bave not met the revenue recognilion criteria are stated at the lower of cost or net
realisable vatue. Met realisahle value represents the estimated sefling price fess cost to be incurred in selling the
properly.  Sold properties which have met the revenue recognition critcris are stated at cost plus attribatable profit
less progress biflings and amounts transferred to cost of sales attributsble (o revenues recognised. Cost includes the
cost of band, infrastructure, construction and other related expenditure such as professional fees and enpineering
corsls atleibutable to the project, which are capitalised as and when activitios that are necessary to pet the assefs ready
for the intended use are in progress. Direct costs from the start of the project up to completion of the project are
cipitalised.  Completion is defined as the carlier of issuance of a certificate of practical complerion, or when
management considers e projoct to be completed.  Upon completion, cost i respect of unsold properties is
efintinated frotn properties under construction and transferred (o properties held for sate, The Board of Directors
reviews the carrying values of properties snder construction on an annal basis,

Property, plaal and equipment
Property, plant and cquipment are stated af cost less secumulaled depreciation and any impairment in valge,
Depreciation is calvulated on a straight-fine basis over the estimated useful tives of the asscts ay fobtows:

Leaszehold bnproveinenis 4 years
Pureiture and Bxtures 4 10 5 years
I"kant and equipment 4 yoars
Motor vehicles 4 years

The carrying values of property, plant and cyuipment are reviewed for impairment when cyenly or changes i
cireumstances indicate the carrving value may oot be recoverable, W any such indication exists and where the
carrying vaiues exceed the estimated recoverable amount, the assels ure written down to thefr recoverable mount,

Expenditure incurred to replace a compornent of an itemn of propenty, plant and cquipment that is accounted for
separately is capitalised and the carying amount of the cotnponent that 1s replaced is written off. Other subseguent
expenditure i3 capitalised onby when it increases fulure econoinic benefits of the related Hom of property, plant and
equipment. All other expenditure is recognised in the income statemend a5 the expense is incurred,

Property, plant and equipment are reviewed for bnpaiment whenever events or changes in circumstances indicate
that the carrying amount i property, ptant and equipment may nat be recoverable. Whenever the carrying amount
of property, plant am equipment excesds their recoverable amownt, an impainnent boss 15 recognised it the income
statement. The recoverable amount is the higher of fair value less costs 1o solt of property, plant and equipment and
the vahue in wse. ‘The Fair value fess costs to sell is the amount obtainable from the sale of property, plant and
equiiptient in an arm's fength transaction while value in use is the present value of estimated future cash flows
expeeled Lo arise rom the contineing wse o property, plant and equipment and from its disposat at the end of its
usetul life.

Reverss| of impairment losses recognised in the prior years is recorded when there is an indication that the
impairmient losses recognised for the property, plant and equiptoent no longer exist or have reduced.

Invistment properties

Propertics thiad are held for rental, capital appreciation of undetesmined use are classificd ax investment preperties,
Properties that are being constructed or developed for future use as investment property are atso classified as
twvestment propeities as the Group elected to early adopt the revision o 1AS 40 “Invesmient Properties” effective |
Fanuary 2004,
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2 SIGNIFTCANT ACCOUNTING POLICIES {eontinued)

Investment properties (continued)

Investment properties are measured inithstly at cost, including related tansaction costs. Subsequent to inilial
recopnition, investmett propertics are carried st fair vatue, Fair value is based on active market prives, wdjusted, if
necessary, for any difference in the nature, location or condition of the specific asset. The Group hires the services
of thivd party qualificd valuers to obtain estimates for the market value of land classified us investment propertics for
the purposes of their fair valuation aad impainment review and disclosure in the inancial statements. In (he absence
of curreat prices in an active market for propertics under consiruction, the Group vaktes such properies based on
diseounted cash fow projections supported by current market rates for similar propertics, The Group also oblins
valiles of complotedd properties in the sume Jocation for comparisan purposes.

Gains or losses arising from changes in the fair values of investment properties are included in the consolidated
ineome stutement in the period in which they arise.

Ef an iuvestment property beeomes owner-occupled, it is roclassified as propetty, plant and equipment, and its fair
vitlue at the date of reclassification becomes its vost for accounting prrposes.

Inveslmenis in nssociatos

The Group’s invesiments in its sssocistes are accounted for using the equity mothod of accounting,  Goodwil!
relating to the associates is inchuded in the carrying smount of the ivestment and s not amortised ot separately
tested for Bmpairment. Where there has been & change recognised directly in the equity of the associate, the Girop
recognises its shure of any changes and discloses this, when applicable, i the statement of changes in Sty
Unrealised gains and losses resulting fom ransactions betwsen the Group and the associate are oliminated to the
extent of the interest in the gssociate.

The share of profit of associates s shown on the face of the consolidated income statement. This is the profit
atiributable to cquity bolders of the associate and therefore s profil afer tax and minority interests in the
subsidiaries of the associates,

After application of the equity method, the Group determines whether it is necessary o recognise zn additional
impatrment loss en the Group's vestment in its associates. The Group determines a1 cach balance sheet date
witetlier there Is any objective evidenee that the investments in associates are impaired, 1¥ this is e casc the Group
catculates the smount of Gnpairment as the difference belween the recoversble amownt of the associate and its
carTying valve and recoghises the amowt By the incume statement.

vestmenty in joing ventuyes

‘The Graup has interests in joint ventures which are jointly controlled. A joint venture is a contraciuat BIYOTEStnet
whereby two or more parties undertake an coonomic activity that is subject to joint controf, and a jointly controllud
entity is a joint venture that involves the establishment of 3 separate entity in which the venturer has an interest, The
Group recopnises ifs interest in the jeint ventures using the proportionate consolidation method untif the date on
which the Group couses to have joint controf over the joint venturg,

The Ginancial statements of the juint vennere are propared for the same reporting period as the parent company, using
consistent accowtting policies. Where joint vuntures are using diffcrent accounting policics, necessary adfustments
are made to bebig the joint ventures' accounting policies in line with the Group recounting policies.

Business combinations and posdwill

Business combinations s accounted for using the acquisition method of accounting, This involves recogitising
identifiable assets {inchuding previonsty unrecopnised intanpible assefs) and Habikilics {including contingent
liabitities and vxeluding futwre restruciuring) of the acquired business at fair value.

Cinudwill acquived in 2 business contbination is initially measured at cost being the excess of the cost of the busincss
combination over the Group's ikerest in the net fair value of the acquiree's identifisble assets, liabifitics and
contingent Habilities. Foltowing initial recognition, goodwill is measured at eost less any accumbilated impainnent
tosses,
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2 SIGNIFICANT ACCOUNTING POLICIES (continved)

Business combinations and geadwill {continued)

For the purpese of impaitment testing, poodwill acqmred in a business combination is, from the acquisition date,
atlocated to each of the Group's cash generating unils, or Groups of cash generating anits, that are expected 1o benefir
from the synergies of the combinetion, irrespective of whesher other assets or Habililies of the Group are assipned tu
those unils ar Group of units. Hach wnil or Group of units to which the goodwill is allocated:

s represents the lowest devel within the Group at which the goodwill is monitored tor internal management
purpises; ang

« b not farper than a seginent based on either the Group’s primary or the Group's secondary reporting format
detennined in accordance with JAS 14 Sepment Reporting

Where goudwill forms part of o cash generating unit (Growp of cash generaling imits) and part of the operation
within that unit is disposed of, the goodwill associated with the operation disposed of is inchuded in the carrying,
amaount of the apertion when determining the gain of loss on disposal of the operation, Goodwilt disposed of in
this circumstance is measured bascd on the relative vatues of the operation disposed of and the porlion of the cash
penerating unit reteived.

Goodwill is tested for Bnpairment annually (as at 31 December) and when chrcumstances indicate that the canying
value may be impaired. impatment is determined by assessing the recoverable amount of the cash penerating unit
o grotp of cash penerating units, te which goodwill retates. Where the recoverable amount of the cash peneTating
unit o7 group of cash generaling units is fess than the carying amount, an kmpaiemenlt loss bs recopnised.

Avcounls receivable

Accounts receivable are stated ot origing] invoice amount Jess a provision for any uncobbectible amounts,  An
cstimate for doubtful debis is made when collection of the fult amount is no longer probable. 3ad debts are written
off when there ts ao pussibility of recovery,

Cash and cash cqulvalenis
Cash and cash equivalents comprise cash in hand, bank balances and short-ferm deposits with an original matarity of
three months or kess, not of owtstanding bank overdrafis,

Impairmenrt of financial asscls

The Ciroup assesses at each balance shewt date whether there is any objective evidence that a financizl asset or a
group of finaneial asscts is impaired. A financinl asset or a group of financial assets is decmed 1o be impaired if, and
onby if, there is vbjective evidence of impairment as a result of one or more cvents that has ocourred after the initial
recagnition of the asset {an incurred *loss event') and thet foss event has an impact on the estimated Rure cash flows
ol the financial asset or the group of financial asscls that can be reliably estimated. Evidenve of impainnent may
include indications that the debtors or a group of debtors is experiencing significant financial difficulty, defaull or
debinguency in mterest or principal payments, the probabitity thal they will enter banknuptey ar uther bnanciat
reorganisation and where observable data indicale that there is a menswrable decroase in the estimated future cash
flows, such as changes in arrears or ceonumic conditions that corrclate with defaalts.

A¢counls payahle und aceruals
Liabilities are recoynised for amounts to be patd in the future for poods o services received, whether billed by the
suppdivr or not,

Eoans and borvowinps

After nitiat recognition, interest bearing toans and bormuwings are subsequently mueasured at amortised cost using
the cffective inlerest rate method. Gaits and fosses are recognised in the consolidated fcome statementt when the
ligbililies are derecognized az well as through the amortisation prucess,

Entpioyees’ end of service benefits

The Group provides end of service henefits to its cmployees. The entitiemeit to these benefits is based upon the
employees’ final salary and length of service, subject to the completion of a minimam service peried. ‘The expeeted
costs of thess benefits are accreed over the period of employinent,
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y SIGNIFICANT ACCOUNTING POLICIES (continued)

Employees® enid ol service benefils (continned)

With respect to its UAE national employees, the Group makes contributions to a pension fund established by the
General Pension and Sovial Security Authority cabcubated s a percentape of the employtes’ sularies. The Group's
obligation is limited to these contribedions, which are expensed wien due,

Frovisions
Provistons are recognised when the Group has an vblgation {legal or constructive) arising from a past event, and the
cosls (o settic the obligation are both probable and able to be reliably measured.

t'oreign currency translation

The consolidaed financial statements are presenied i UAE Dishams (AUD) whtich is the functional currency of the
parenl company.  Each company in the Group determines its own functional cumency and iems inchuled in the
finemcial statements of cuch entity are measurced using that functional currency.

Transactions in foreipn currencies are recorded in the Fanctiomal cwimency at the rate rufing at the date of the
transactiont.  Monetary asvets and fiabilitics denominated in foreign cwrencies are retransiated at the rate of
ecxclunge ruting al the balance sheet date. AlE differences are taken w profit or 1nss. Any poodwilt arlsing on the
aegprisiion of & forelgn operation and any fair vahie adjustiments Lo the canying amounis of assels and liabifities
arising ou the acquisiliom are treated as assets and Habililies of the foreign operation and transiated at the closing
rate.

As at the reporting date, the assets and liabilities of subsidiaries with functional cmrencies other than AED are
iranstated info AED at the rate of exchange rulbing at the bafance sheet date and, thebr income statements are
wranstated at the weighted average exchange rates for the year.

The differences arising o the translation ave taken directly to 4 sepurate component of equity, On dispusal of an
entity, the deferred cumubative amount recognised in equity relating to that entity is recognised in the income
stalerment.

Cantingencics

Contingent tabilities are not recognised in the consoliduted financial statements. They are disclosed unless the
possibility of an oulflow of resources embodying economic benefits is remote. A contingent asset is ot recoghised
in e consolidated financial statements bt disclosed when an inflow of ceonomic benefits is probabie.

3 BUSINESS COMBINATION

Deyarr Beyilopment PISC (under formation) took over the imterest of Dubat bslamic Bank PISC in the equily of
Deyaar Development Company P.5.C. as of 30 May 2087 for 4 consideration of AED 2,600,008,000 10 be settled by
the issue of 2,600,600,000 shares of AED 1 cach in the Company. In accordance with the prospectus issued se the
time of inilial public offering, profil camed wp to the date of incorporation (30 July 2007} belonged to the
sharshakders of Deyaar Develupment Company P.S.C. This profit was included in accounts payable and aceruals at
¢ July 2007, "The assets and liabilities of Deyussr Development Company B.8.C, at the time of takeover and on the
date of ikcorpuration are swmmarised below;

38 May 2067 0 July 2007
AED0GY AED008

Properly, plant and equipment 14,850 17,495
Properties under constroclivn 2,641,4%4 3,233 325
Accounts and notes receivable 245 267 30,427
Ackvances on purchase of properiics 64,859 02,541
Prepayments snd olher assers 317,220 438,573
Deposits maturing after three months 28,000 20,008
Bank balances and cash 564,598 $57. 384

Fotal assets 3,865,394 4,383,045
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3 BUSINESS COMBINATION {continued)

34 May 2007 10 Judy 2057

AED'G80 AEGOG

Employees' cid of service benetis 2,805 3,104
Retentions payable 44,531 40,249
Tertn boance £.46 2,078
Islamic linance oblipations 557,028 1,235,336
Advastees from customers 2,483 172,648
Accounls payable and acorogls 1,324,992 1L47E135
Ml inosity inlerest 3,763 4,459
Tetat liabilities and minority herest 2,237,358 2,952, 009
Book value of net assets acouired E,631 436 1,031,836
Consideration 2,600,864
Goodwil] 68,964

During {he period, a purchase price sffocation exercise was carricd ouw! by management and the fair vatues of the
assets and tabilitics of Deyaar Development Company P.S.C af the time of akeover corresponded fo the book
vidoes of the assets and liabifities as of the same date,

Pruring the perted, the Group also acquired Flaminge Creek L1C, un enfity mcorporated and regisivied in the
Etnirate of Dubai, UAF and enpaged in the development of the Flamingo Creek project, from a refated parey {(note
25). The fuir vakue of the identiftable assets gnd Habilittes of the entity ot the date of scquisition was as follows:

AED 'O
Propertios under consiniction 369,945
Total assels 3av, 065
Advances o costomers 115,626
Fair value of net assets acquired 254,330
Purchase consideration 254,339

Goodwill arising ot acguisition ,

4q DISPOSAL OF SUBSEDIARILS AND A JOINT YENTURE

Uuring the perivd, the Group disposed of is interests in the following:

al Town Tower SAL, a company scyuired during the period, and DIB Tower SAL, both wholly owned
subsidiaries in Lebanon, The subsidiaries assets mainly consisted of land costing AED [04,348,000 and AED
98,341,000 respectively. The sale consideration and the refated cost are included in revenues and ¢ost wf
revenues respectiveby.

B} A 40% interest in g joint venturs in Saudi Arabia. The disposal resulted in a loss of AED 245 000, The lfoss is
ineluded in selling and administrative expensus,

ch A CHHSG biterest in Dubai inssal Gayrimenkul Sanayi Ve Tiearet Limited Sirketi. The disposal resubicd in a
gatin of ALY 4,242 600, which i included in other income,
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5 REVENUES AND COSTS

Kevenue:

Sale of propettics

Servives income

Contract Fevenises

Cost:

Cost of properties sokd (note E3)

Cost wf services
Contract costs

Yeur ended
I December
2tk
AED'G00

2,598,500
40
356,927

2,956,527

Frrerrr— LT

1,675,484
flg
313,920

1,950,023

EEaaa—————

18 Suly 20007 tor
31 Dicernber
2008
AED GO0

3,333,648
1,767
463,398

3,748,833
21“9 I 1939
1,308
04,370

2,493,817

Sale of pruperty relates to the sale of land and residential, retait and commercial units in various projects in the

U ALE, and Lebanon,

] OTHER OPERATING iINCOME

dManagement Foos
Brokerape and conunizsion
Gain on disposat of a subsidiary

{Hhers

7 SELLING, GENERAL AND ADMINISTRATIVE LXPENSES

Payroll and rebated expenses
Sates and marketing

fent

i.egal and professionat fees

Cotrnunieation
Cither expenses

Yeur ended
31 Decentber
2008
AEDGED

18,5495
58,951

78,719

156,565

Year ended
3 December
2068
AED'OiG

111,638
71,46
21,945
12,516

2,195
06,7435

214,303

IR Fuly 2007 to
A December
26608
ALD g

25,042
88,115
4,242
104,870

212,569

£0 duly 2007 tp
I Devember
2008
AEDD00

188,002
9,271
29,274
15,430

31506

108, EEY

434,836




AL December 2008

3 PRE-INCORTORAFION PROFIT, NET

Pre-incorporation profit represents the income earned on investing the funds received from 1PD subseriptions
between the Frst day of public subscription e & May 2007 and the date of incorporation of the Company, nst ol
expenses rebated 1o s incorporation as follows:

AEDO08
Prufil on deposits 105,042
1O processing foey 63,560
Less: IPO expenses {61,207y

107,345

v EARNINGS PER SIIAHRE

Hasic carnings per share are cateukiled by dividing the profit attributable to the sharcholders of the parent for the
period by the weighted average number of shares owtstanding during the period of 5,778,000,000 of ALD | cach,

‘Fhe Comnpany has not issued any instrutnents which woald have an impact on earnings per share when exercised.

The ESOF shares previously held by the Company, which were allocated to the ESOP scheme by the founding
stireleelders, wore relumed to them a cost during the pertod because the LSOP scheme was cancelied,

14 BANK BALANCES AND CASIE

2008
AEDOG
Cash i hand 581
Crrreit Ueuunts o ATL,824
Deposits maturing within three months 347 8554
Cash and cash equivalents 620,259
Dreposi maturing alter three months 20,935
Bank bakzncees and cush f4t,194
28
AFEDO0G
Bark bulances and cash loeated: -
Within UAE {AFLD) £74,953
Uintside EEAF {olher cunrencies) 6,241

641,194

Cush at banks eams profit at Hoating rates based on prevailing bank deposit rates. Short term fixed depesits are
made for varying periods of between one day and three months, depending on the immediate cash requirements af
the Group, and varn profit at the respective short-term deposit rates.

Beposits amounting to AED 186,319,000 are placed with Dubai Isfamic Rank PISC, ¢ major shareholder (note 25).
These are denominated in UAE Dirbam, with an effective profit sate ranging from 3.36% to 5% per anmun,
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11 ACCOUNTS AND NOTES RECEIVABLE

Accounts and notes reccivable
Lue feorn retated parties (note 23)

As ot 31 Decembur, the apeing analysis of receivables is us Follows;

P eliwe brd nof farperivedd

2008
AEIHN

(46,332
580,945

1,147, T8t

Nedther
et die Less thron Hetween Retween More than
Total Mo imgrenired 3i} deys JiHio 80 davs 00 10 90 days S} chayw
BRI ARIIE AELQR ARSI M) AL ) AEV O ALY N
8 1,147,784 398,534 213,743 - 25,083 10,428
12 PREPAYMENTS AND OFTHER ASSETS
2068
AEDOGG
Advances 1@ conlraciors 427,651
Prepaynents 55,070
Contract worlt in progress 97,476
Eetentions receivable 39,623
Accrued income on depaosis 5,539
Accrued rental income 2,418
Cher assets 09,380
727,557

Inchuded in other assets are advanues paid by the Group on the parchase of real estate prapects from & related party

amounting o AED 326,481,350 {note 25,

13 PROPERTIES UNDER CONSTRUCTI(ON

The movement in properties under construgtion during the period was as follows:

Batance, bepinning of period

Actnired during the period {note 1}

Additions during the period

Borrowitg costs capitabised

Camying value of properties sold during the period (oele 53
Helnted to sabsiciarics disposed of

Transfermed b investment properties fnote §7)

Balanee, end of period

2ag
AEDRG

3,233,325
369,965
4,232,368
46,373
(2,091,939
{123,394)
(1,424,78%)

4,241,350

19
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4 INVESTHIENTS IN ASSOCIATES

During the period, the Growp has acguired:
wp  22.72% of the equity of S1 AL Zorah Equity fnvestments foe, o company registered in the Cayman isfands.
The associate is a holding company investing in companies engaged in property development,
B A% of the cyuity of Landmark Properiies LLC, a company registered in the DAL which is involved in real
citalo brokerape,

‘Fhe Fothowing lable iHustrates sununarised information of the Group's invesimend in the associate

2008
AED N

Share of associates” balance shoeot:

Assofs 526,366

Linbilities {26,454}
Met assets 419912
Share of associnles’ mootne statemoenl:

Rryraees 3103

b.oss 2,001
Carrying mmount of investments 656,018

The excess of catrying wnounts over the share of net assets represent premiums paid by the Group &t the time of
avtpelisition of the investments, The carrying values of the investments arc subjected (o annuai impaitment lests,
15 INVESTMENTS [N JOINT YENTEHRES

Fhe Group's share of assets and liabitities in the joint ventures included in the consolideied fnancial statements is as
under:

2008

AED'608
Propetty, plant and equipment 2
Investmenl propertics 1,385,240
Prepayments and other receivables E246,672
Rank batances and cash 57,471
‘T'atal asseis 1,519,391
Accrials and other fiabitities 1,114,158
income and profit for the period 295,533

20




Deyaar Development PISC and Subsidiaries
NOTES TOTHE CONSOLIDATED FINANCIAL STATEMENTS
AL Decernber 2008

e PROPERTY, PLANT AND EQUIPMENT

Leosvhold Furaiture Flant amd Motor Capital
fmygaravemends  and ficiwrds equipment vedifcles  work in progress Totgl
AEL R AEDINIE AR O08 AL i} AEQ06 AELD QG0
sk
Acquired in business
curbrination F7 4,539 a,028 3,01t 2,847 b7,4495

Addditiong 21t 13,469 8,703 4, (Hi4 0,221 32,68H
[¥sposals “ (334 (E33) (5817 - (E,048)
Transfers - - () - - G}

At 31 Decomber 2008 s 17,674 14,302 7414 9,068 42,129

Depreciation:
Depreciation charge

for the period P37 6,533 F 477 2,372 - t4.014
Helating to dispusals - {88) {213 {78} - {185)
Translers - - (3 - - (k)]
At 31 DRecamber 2008 137 0,447 4,953 2,294 - L3831

Met carrying value
AL3E December 2008 244 11,227 9,639 5,120 9,068 35,298

17 INVESTMENT PROPERTIES

The mavernendt in investment properties during the period was as follows:

2R
AEIV 3G

Fransferred from properties under construction (note §3) 1,424,755
Met gain on fair valualion of investment properttes Ingd,242

Batance, end of peried 1,729,030

e

{i} Tnvesiment properties include propertics that are being developed by a 50% juint venlure it DIFC. The development
comprises an office tuwer, & residential tower and an cight level podium.  The Company intends ta lease ils share of
these pruperties affer completion to genceale remtal income and accordingly the properties have been treated as
mvestment properties by electing lo carly adopt the revision of FAS 40 *Investment Properties’ wherehy properties that
are being comstructed or developed for fiture use as investment properties are classificd as investment properties
during the development phase. The revision of FAS 40 ‘lnvesmient Properties’ hevomes effective for financial years
bepiming on or after 1 January 2509,

The Growp has prepared internal vahestiong of those properties as of 31 Decomber 2008, The valumions were based on
a ten year discounted cash ftow model supported by existing lease and current market rents For similar properties in the
same tocation sdjusted (o reflect the level of completion of construction of those propertics. The discownt rate used
reftects current markst assessments of the uncertainty and timing of the cash Hows,

The valuations were based on an individual assessment, for cach property type in this development, of both their fisture
earnings and their requived yield. In assessing the future earnings of the propertics, Management took inte accownt
mrtential chanpes in rental kevels from cach contract’s rent and expiry date comparud with the estimiated cureent market
Tent, a5 well as changes in occupancy rates and property costs, Included in property costs are operaling expenses,
maintenance, leasing snd propeity administration costs. The value estimated for the building upon completion was
adbusted For the percentage of completion achicved as of 31 December 2008,

At



NOTLS TO THE CONSOLIDATED FINANCIAL STATEMENTS
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17 ENVESTMENT PROPERTEES (vontinued)

The asswmptions vsed inoarriving at fakr values of properties in this development arg as Tobfows:

Yield T%
Long lenm vacancy rate 3%
Long term growth in rents rates - every alternative yoar i

Additionally, as of the year end, Management obtained market values of these propurtics based on apen market
valuation by Coltiers Intetnational using the direct comparison approsch, The fair values obtained from Collicrs
interniational approximated the Faic values mrived at by Managument using the discounted cash fow model described
abuve,

The gain on these propertics, based on the above, amounis to AED 35623 mithion, which is included in the
consotidated finaneial statentents,

(1) Investment groperlies also include plots of fand in the UAL and ouwtside the UAE, which have been retained by
meanagement for developenent Lo be used in future as investnent properties and for undetermined wse respectively, The
Group has obtained fair values for these propertivs based on open markel valustions carvied out by independent
vatuers. This has resubted in a net loss on valuation of mvestiment propertics of AED 51.99 million, which i included
b the consolidated financial stabemends,

18 ACCOUNTS PAYABLE AND ACCRUALS

2008
AELFHIG
Aceruals on purchase of properties 687,680
Avcounts and notes payable 94,689
Mue to related parties (nole 25) 304,314
Accrued Islamic facility charpes 3,604
Tan payable 21,836
Other payables snd acorsbs TH)GES
1,941,908
10 [SEAMIC FINANCE OBEEHZATIONS
0GR
AEDGRR
Facilily ong 45,928
Facitity two 153,993
Facitity throg 54,000
Facthily four 280,000
574,921

The Iskamic finance obligations rupresent Istisna’s and Muwdarabah facilities obtained from Tubai Islamic Dank
M5C, a major sharcholder, and from another Jocal Islamic bank. The facifitics are used 1o finance the construction
of the propertics vader constuction as foklows;

. Facility one is repayable alter the completion af the property involved, with an effective profit rate bascd on
EIBOR during the constriction period, The facility is secured by a movigage over the land and the property
ubder construction and assignment of receivables from the sale of sulject project apartment in favour of the
bunk.

P
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19 ISLAMIC FINANCE OBLIGATIONS (conibied}

. Fucilily twa is repayable 6 months after the completion of the property ivvelved, with an effective proflE rate
bused on EIBOR during the construction period. The facility is seeured by post dated chegucs issued to the
bank smounding to the value ol the facility.

. Facitity three is repayable on 25 March 2009 and carries an effective profit rate based on EIBOR during the
construction period. The facility is secured by post dated chuyues issued to the bank amounting to the value
wf the facility,

" Fuctlity four is eopayable on 25 March 2009 and carries an effective profil rute based on EIBOR during the

COnstuetion purkd,

FA TERM FINANCE

Ferm finance inchudes loans obtaimed o finance the purchase of motor vehicles and equipment. The loans are
secured by mortgapes over the vehicles and equipment purchased. These loans carry profit at an average rate of
4.3% and are repayable in equal moathiy instalments over s period of three to four years.

This also includes un Tslamic overdraft facility from a local iskamic bank, which carries an clfoctive rate based on
LEBOIL

2l EMPLOYEES' END OF SERVICE RENEFIES

Movements in the provision recognised in the balance sheet are as follows:

18 0nly 2007 ip
3! December

2008
AEgon
Balanee st the bepinning of the peried 3,104
Provided dwring the period 1329
Lnd of service benefits paid (£, 085)
Balanue at the end of the period 0,348

A actnarial veluation has not been performed as the net bopact of discount rates and fidure increases in benefits is
not tikoly to be materiak,

12 SHARE CAPITAL

2648
AEDGRG
Autharised, issued and filly paid
3,178,000,000 shares of ALD | cach paid in cash 3,178,000
2,000,(40,000 shares of AED | each paid in kind 2,600,800

5,778,004

As set eut 10 note 3, the Company acquired the interest of Dubai Islamic Baok PJSC i Deyaar Development
Company P.S.CL by the issug of 2,600,000,080 sharcs of AED 1 each.




Deyaar Development PISC and Subsidiaries

MOTLES TO TLHE CUNBULIDJ\TFD FINANCIAL %TﬁTl‘M] NS
A Becember 2008

23 STATUTORY RESERVLE

As required by the UAE Commercial Companies Law of 1984 (as amended) and the Company's articles of
associgtion, (0% of the profd for the yvear is required ta be transferred to a statutory reserve until such time that the
reserve cquals 0% of the paid up share capital. The reserve is not available for disteibution creept in the
vircumstanees stipulated by the Law,

24 MINORITY ENTEHREST

Mimority interest represents the minority shavchoblers’ propottionate share in the agprepate value of the net assets of
the subsicdisries and the resubts of the subsidiuries’ operations.

25 TRANSACTIONS WITH RELATER PARTILES

Related parties represent major sharcholders, joi ventures, sssociates, directors and koy management personnel af
the Group, and companies of whom they arc principal owners. Pricing policies and terms of these transaclions are

approved by the Group's management.

Transactions with related parties included in the consokidated income statement for the period from 10 July 2007 to
3t Decombor 2008 are as Dliows:

frrceme Matigeinent
Kevenwe Cost of reveree  from depasits Sy
AEDRON ALY AEDuG ARDR00
hajor sharchobbors 260,000 - 36,871 3,008
Ciher related paities - 111,128 3,078 55,641
200, L1} i11,128 39,949 58,649
Balances with related parties included in the bafance sheet are as fodlows:
Accouns Aceonniy Flved fslamic finance
Advances recefvaie papable depanity Sfacifivtes
ALL G AED 008 AED'009 AEDAg8 AL
Major shareholders - 114,316 - 186,314 533,993
Joinl ventures - 68,514 24,5875 - -
Other relared parties 72,142 18,115 369, 734 100,000 -
T2 E42 546,948 Jod, 514 256,319 533,993

During the period, the Group scquiced 40% of the equity of Landmark Properties LLC, of which 30% was ﬂ-::qmn.d
Irom a related party (note 14)

During the period, the Group also acyuired Flamingo Creek LEC frum a related party {nude 3).
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25 TRANSACTIONS WiTH RELATED PARTIES {continued)

Compensation of key managemenl personned
Fhe remuneration of directors and other members of key management dorbng the period was as follows;

Fear etvided 10 Julp 2007 to
J§ Deeember 3 Decentber
2008 2008
AED G AED0
Payeoft and relatod exponses 27,034 33,656
Employees’ end of service benefits 1,444 1,654
28,482 35,10

26 SEGMENT INFORMATION

Busingys segment:
For management purpoeses, the LUroup is ongised into two major business segments,

The property development activities, which principally include property investment and development, brokering,
managing and reating of boildings, and wiher aotivities including mainky clecteical and mechanical woeks and related
services. These segments are the basis on which the Group reports Hs primary segment information. Transactions
between segments are conducted ar estinated profit rates which approximate to marked rafes on an atm's fenpth
brasis. (ther segments include businesses that mdividually do not imeet the criteria for a repottable sepmient as per
1AS 14,

Leographic sepments:
The Group is cwrently developing a nuwmber of international business opportunities vuiside the United Arab
Emirstes that witl have a signifieant impact in future periods,

‘Fhe dowmestic sepment includes business activily and operations in the UAL andd the iternational segnent includes
business activity and operations nulside the UAL.

Business Sepments
The follewing tables represent revenue and profit information and cortain saset and liability information regarding
brusiness segrnents for the poriod ended 31 December 2008,

Periodd frome 16 July 2007 o 31 December 2008:

Properiy
development her

activitles ictfvifies Totad

ALD GG AED GO0 ALED OO
Scpment revenies 3323668 465,165 3,784,833
Resuits
Segment profit 1,281,605 31,486 1,413,091
i're-incorperation profit, net 107,385

1,520,456
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26 SEGMENT INFORMATION (continued)

A 31 December 2008

Properfy
development Lrher

aetivities activitivy Total

AED'H0H AED GGG AED'GOR
Assets and labifitics
Scpment ggsets 10,971,303 301,982 11,273,285
Sepment Hadbilithes 3,709,358 261 855 30T1,283
Giher segment information
Capital expenditure (Property,
punt and equipment} 16,772 15,216 32,688
Depreciation {Property,
plami and eguipment} 9,351 4,654 14,019

Geopraphic Segnients
The following tables represent revenue and profit information snd certain asset and ligbility information regarding
geopraphic segments For the period ended 31 December 2008,

Eeriond fromy 10 Sufy 2007 to 31 Becember 2008:

Dontesiic Fnternationnl Total
AL NN AED'00M LI
levenues 3538294 250,539 3,788,833
Ar 3 December 2008
Total assets 10,664,709 612,576 11,273,285
{Hher segment information
Capital expendilure {property,
plandt and equipment) - 32,242 444 32,688

7 COMMEITMENTS

At 31 December 2008, the Group had comnilmonts of AED 2,290,392 573, This represents the vadue of project
refated contracts issued as of the end ol thy period net of invoices received and acoruals made st that date.

28 FINANCIAL RISK MANAGEMENT ORBJECTIVES AND POLICIES

The Growp’s princips] finsncial instruments comprise Islamic finance faciblies, term finance and trade pavahles,
The main purpase of these financial instruments is to raise finance for the Group's operations, The Gr o has
various tinancial assets such as trade receivables and cash and short-term depesits, which arise directly from its
pperabions.
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18 FENANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES {continued)

The tnain risks arising from the Group's financial instruments are profit rate risk, ligquidiry risk, forcign currency risk
and credit sk The Bosrd of Directors reviews and agrees policies for managing cach of these risks which are
summarised below.

Profit rate risk

The Group's expestre to the risk of changes in market profit rates relabes priecnarily to the Group's long-tenn deb
obligations with floating rates and Fixed deposits. Profit on financial instruntests having floating rates is re-priced at
intervals of less then one year and profit on finsncial instruments having fixed rate s fixed until the maturity of the
tnstrument. Other than commercial and overall business conditions, the Group's exposure to market risk for changes
i profit rate environment refates mainly to its bank borcowings and fixed deposits,

The foftowing table demonstrates the scasitivity to a ressonably possible change in prolit rates, with all other
variables lield constant, of the Group's prefit before tax (through the impact on Mesting rate borrowings). Thoro is
to impact on the Sroup’s equily.

2oa8
Newsitivity
Change of net profi
in basils Jrown ifeposits
Currency PoIS AED'HHG
AELD + 57 L1991
AED - 57 (1,991}

Prodil rate risk

The profi rate sensitivity scl ot above relates peimarily to the Divham as the Giroup does not have any significant
net exposure for non-trading financial asscts wnd financial labilitics denominated in curreacies other than the
Fitham or currencies pegged to US Doblar,

Fureign currency risk

Currency Tisk is the risk that the value of a financial instrument will Huctuate due to changes in Foreign exchange
rates. ‘The Group's exposwre to forcign currency risk is primarily fimited to its ivestment in foreign subsidearios,
The net assets (liabilities) of foreizn subsidiaries are s fullows:

Currency ARG

enparivitfent
Lehanese Lira (1,79
Turkish Lira (4,604)
Kasakhstan Tenge (2,429)
British Pound Sterting {2,616}
LSD {3,520)
Indirn Rupee (24}

Amy variation B exchange rates between the currencies and AEI) will result in recognitiun of foreipn currency
rranslation reserve in equity en the opening net investment, 16 will also result in a change in the rale used for
recording of income, expenses and profit in the consulidated financial statements of the nexe year,

Credit rish
The Group monitors recefvable balances on an ongoing basis with the result that the irgup's exposure to bad dobis
is nob stge Fecant,

With vespect to credi risk arising from the other financial nssets of the Group, which comprise ratnby cash and cash
equivalents, the Group's exposure to credit risk arises from default of He connterparty, with 4 maximum exposure
equal to the carmying amosed of these mstruments.
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28 FINANCIAL RISK MANAGEMENT ORIECTIVES AND POLICIES {eontinued)

Liguidity risk

Fhe Group monitors its visk to a shortage of funds using a recorring Hauidity planming ool This tool considers the
matarity of both its finamcial investments and financial sssels {e.g. accounts receivable, other financial asscts) and
projected cash flows from operations,

The Group's objective is 1o maintain a batance between continuity of funding and flexibility through the use of bank
fucifities. Ihe Croup manages tguidity risk by maintaining adequate reserves, bapking facilities and borrowing
tacifitics, by continuously monitoring foreeasted and aciual cash flows and matching the maturity prolites of
financisl assets and liabilities.

The table below summarkses the maturity profile of the Group's fnancial lishilities ar 3F December 1008 bused on
contractoal undiscounted pryments,

Financial liahilities (n Less than 3 Jfoi2 fto§ hver
denrinid sorihy aiefithys years 3 years Totnl
AEDGH)  AEDQ00  AED'GO0  AEDOHE  AEDOHE  AED 06

istamic finance fcitities - - 602477 - - 602,077
Term Hnance 147,523 61,205 1156 1,185 - 218,269
Ciher Babifilies U344 [, 735552 235,021 $38,318 - 2,128,260
Total nndiscounted

linancial linbilitics 156,871 1,796,787 848,254 139,743 - 2,941,615

Capital Maragement _
The primary ohjective of the Group's capital management is to cnsure that & mainkains & strong credit rating and
healthy capilal ratios in order to support ils business and maximise sharchobder value.

The Group manages its capital structure and makes adjustments o i, n tight of changes in economic conditions, To
maintain or adjust the capilal structure, the Group may adjust the dividend payiment to sharcholders, return capitak 1o
sharvholders or lssue new shaves.

‘Capital comprises share capital, reserves and retained carnings and i measured at AGD 7,283, 100,000 as at 3
Brecember 2008,
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9 VIATURITY ANALYSES

The table below shows an analysis of assets and lHabilities analysed according to when they are expected Lo by

recovered or settled:

Within 12 monihts After 12 moenthix Fotal

AED 'Ga0 AED o AED 304
ASSETS
iank baiwnces and cash 441,194 - 64E,194
Accounts and notes recelvable 1,147,780 . 1,847,780
Prepaymenls and other assets 727,557 - 727,557
Advances for purchase of propertios 1,126,544 - 5,126,894
Properlics under cobstneeion 243,065 3,298.345 4,241,350
Imvestntents in associates - 656,018 636,018
Praperly, plant and eceipment - 35,208 35,298
Investment propertics - 1,724,000 1,729,030
Croodwil] - 968,064 Y68, %04
TOTAL 4,585,638 0,687,655 iLL,273,285
LIABILITIES
Accounts pavahle and accruals 1,941,908 - 1,941,908
Advunees from customers £,090,214 - 090,214
Tslamic finance abliigations 350,046 214,921 574,921
Term fingnee 215322 1,282 - 6,504
Rotentions payabio - [38.318 135,318
Employees' end of seevive benefirs - 9,348 9.348
TOTAL 3,597,344 373,560 3,971,213
MNET 955,286 6,303,786 7,342,072

30 FAIR YALUES GF FINANCEAL INSTRUMENTS

Fingncial instrienunts comprise fingncial assets and financial Habitiics.

Financial assets of the Group include bank balances and cash, trade and wther receivables, investments in gssociates
#nd due from related parties. Financial labilities of the Group include toans from financial instilwlions, accounts
payable and relendions payable,

The fair values of the financial assets and labifitios are not materiatly different from their carrying value unkess
stated otherwise,
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