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Report on Review of Interim Financial Information e

To the Board of Directors

Pubai Financial Market (DIM) — PJSC
Dutyai

United Arab Emirates

Introduction

We have reviewed the accompanying interim balance sheet of Dubai Financial Market (DFM) - PJSC,
Dubai, United Arab Emirates, (the “Company”}, as of June 30, 2007 and the refated interim statements of
income, changes in shareholders’ equity and cash flows for the six months period then ended, and the
summary of significant accounting policies and other explanatory notes. Management of the Company is
responsible for the preparation and fair presentation of this interim financial information in accordance with

Intemational Financial Reporting Standards. Our responsibility is to express & conclusion on this interim
financial information based on our review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity.”" A review of interim
financial information consists of making inquiries, primanly of persons tesponsible for financial and
accounting matters, and applying anaiytical and other review procedures. A review is substantially less in
scope than an audit conducted in accordance with International Standards on Auditing and consequently does
ot enable us o obtain assurance that we would become aware of all significant matters that right be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us Lo believe that the accompanying
interim financial information does not present fairly, in all matenial respects, the financial position of Dubai
Financial Market (DEM) - PISC, Dubai as of June 30, 2007 and 1ts financial performance and its cash
flows for the six months period then ended in accordance with International Financial Reporting Standards.

Emphasis of marter

As presented in Note 14 of the interim financial information the Company acquired all the assets and Jiabilities
of Dubai Financial Market, a govemnment entity, as of Januvary 1, 2007 as a contribution in kind by the
Government of Dubai towards the capital of AED 8,000,000,000.

As of June 30, 2007, the Company had not determined the fair value of the net assets acquired and is in the
process of completing the necessary procedures to obain an independent evaluation in the near future to
determiine the fair value of the net assets acquired including intangible and other assets, if any, as required
under IFRS 3 - “Business Combinations”. The management has estimated, provisionally, the initial
components of (he intangible and other assets and amortized them over their estimated useful lives subject to
the final evaluation by an accredited independent party.

Deloitte & Touche

Anis F. Sadek
Dubai (Registration No. 521}

July 10, 2007

Audit. Tax . Consulting . Financial Advisory, ?ﬁfﬁ?ﬁiﬁfﬁm Tohmatsu




Dubai Financial Market (DFM) I’JSC . P o )
Dubal -United Arab Emlrates e o Sl

Interim Balance Sheet . e e
~ As of June 30, a0 o e e
(In Arab Emlrates Bu‘hams) o L e ’

- . Juped0,

ASSETS e . _

~ Current assets ,

Cash and bank balanccs e 5 e - 79,972,733

[slamic investment deposxts o s 1,889,098,682

Prepaid expenses and other receivables . * b 46.756,385

Due from a related party L - e _ 1 19__6 975

Other financial assets - e 277 525701
. " $2,294,550,476

Tutal current assets '

: Non—current assets , . - ._
‘ Intangtble assets and others (prowsmonai), 14 o 5,775,928,202
~ Property and equipment | ‘ o 33,058,895
Other financial assets 7-:33 L '830,_2_22,67 .

_Total non—current assets = _' _E:i: - 'ﬁi6,639,209,769

Total Assets

"1'01':5'5:' | uibes
e 132_,636,368

Current liabilities ji =
Payables and accrued expenses
Due to a related party 0

‘ Total ct;rrent habxlmes

iotai Lmblhtles ~‘ o 184 0.2':31'.08.9:'"

Shareho!ders Equity e . '
Share capital e 1) . ---f'8 000,000,000
~ Employees’ perfonnzmce share prograni """" . By . - ( 55,863,936)
Net initial public offering Surplus . - s . Lo 31,608,088

Investments revaluation reserve: L B 25931056

Retainedcarnings: 10 e i e L o Jﬁw

et et

Total Shareholders Eqmty

The accompanying notes form an mtegrai part of these mtenm ﬁnanc1a1 mformanon

The interim financial mformanon on pages 2 to 28 were approved and 51gned by the Chaxrman,
on behalf ¢f the Board of DlI’CCtOIS on July 10 2007 '

| 8933,760245




Dubai Financial Market (DFM) - PJSC 3
Dubai -United Arab Emirates

Interim Income Statement

For the period from January 1, 2007 to June 30, 2007

(In Arab Emirates Dirhams)

For the For the
three month six month
period ended  period ended

June 30, June 30,
Note 2007 2007

Revenues
Trading commission fees 16 175,161,404 267,816,892
Brokerage feey 16 4,892,031 9,882,436
Ownership transfer and mortgage fees 16 5,246,266 6,781,906
Other fees 16 582,333 934,909
Operating income 185,882,034 285,416,143
Net investment revenue 17 28,092,488 64,564,346
Gain from revaluation of investments in

marketable securities held for trading 8 25,457,975 25,457,975
General and administrative expenses 19 ( 27,420,937) ( 41,801,015)
Amortization of intangible assets and others 14 (_26,800,000) (__53,600,000)
Net profit for the period before iniiial

public offering returns 185,211,560 280,037,449
Initial public offering income 18 - 468,026,499
Net profit for the period 185,211,560 748,063,948
Earning per share - AED 20 0.0233 0.0941

The accompanying notes form an integral part of these interim financial information.
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Dubai Financial Market (DFM) - PJSC 5
Dubai -United Arab Emirates
Cash Flow Statement
For the Period {rom January 1, 2007 to June 30, 2007
{In Arab Emirates Dirhams)
For the
six monih
period ended
June 3,
2007
Cash flows from operating activitics
Net profit for the period 748,063,948
Adjustments for:
Depreciation of property and cquipment 4,355,855
Provision for employees’ end of service indemnity 243957
Amortization of intangible assels and others 53,60:,000
Gain on sale of available for sale investments { 136,067)
Gain [rom revaluation of investment in markelable
securities held for trading ( 25457.975)
Initial public offcring returns {_468,026,499)
Operating profit hefore changes in operating 312,643,219

assuls and liabilitics

Increase in prepaid expenses and other receivahles
Decrease in payables and accrued expenses
Increase in due from a related party

Net receipl from Dubai Government

Net cash generated from operaling aclivitics
Cash flows from investing activilies
Proceeds [rom sale of other linancial assets
Purchases of other financial asscls

Purchase of property and equipment
Islamic investment deposils

Net cash used in investing activities

Cash flows from financing activities
Initial public offering income
Net initial public offering surplus

Nel cash generated from l'inimcing activities

Nct increase in cash and cash equivalents

Cash and cash equivalents, resulting from the acquisition

of Dubai Financial Market (Note 14)

Cash and cash equivalents, end of period {Note 21)

The accompanying notes form an integral part of these interim financial information.

(29,261,552}

(  45,687,775)

(1,196,975
559,027,976

795,524,893

16,070,435
(514,751,796}
(9220279
(_551,112,040)

(1,059.013,680)

468,026,499
31,608,088

499,634,587

236,145,800

581.813.575
817,959,375



Dubai Financial Market (DFM) - PJSC 6
Dubai -United Arab Emirates

Notes to the Interim Financial Information
For the Period from January 1, 2007 to June 30, 2007

1. Establishment and operations

Dubai Financial Market {DFM) - PISC ({the “Company”) is a public joint stock company
incorporated in the Emirate of Dubai — United Arab Emirates, pursuant to decree No. 62
for the year 2007 issued by the Ministry of Economy on February 6, 2007, and is subject
to the provisions of the UAE Federal law No. 8 for the year 1984 and its amendments.
The Company listed its shares on the Dubai Financial Market (DFM) on March 7, 2007,

The Company acquired all the assets, liabilities, and operations of Dubai Financial
Market (a wholly owned entity of the Dubai Government), (Notes 13 and [4) as of
Junuary 1, 2007, as a contribution in kind by the Government of Dubai for the full share
capital of the Company amounting AED 8,000,000,000.

Twenty pereent (20%) of the Company's shares were subsequenty offered for public
subscription, with the remaining 80% of the shares owned by Dubai Government (Notes
13 and 14).

The principal activities of the Company are the trading of financial instruments, acting as
commercial, industrial and agricultural holding and trust company, financial investment
consultancy, and local and foreign shares and bonds brokerage. In accordance with its
Articles of Association, the Company complies in all its activities, operations and
formalities with the provisions of Islamic Sharia’a and shall invest its entire fund in
accordance with these provisions.

The registered address of the Company is Dubai World Trade Center — Bur Dubai, Sheikh
Zayed Road, P.O. Box 9700.

2.  Adoption of new and revised International Financial Reporting Standards

In the current period, the Company has adopted all of the new and revised Standards and
Interpretations issued by the International Accounting Standards Board (the IASB) and
the International Financial Reporting Interpretations Committee (the IFRIC) of the JASB
that are relevant to its operations and effective for annual reporting periods beginning on
January 1, 2007, and which include International Accounting Standard 1 (IAS1)
(Amendment) — Capital disclosure and International Financial Reporiing Standard 7
{IFRS 7) — Financial Instruments Disclosure.



Dubai Financial Market (DFM) - PJSC 7
Dubai -United Arab Emirates

Notes to the Interim Financial information - continued
For the Period from January 1, 2007 to June 30, 2007

2.

Adoption of new and revised International Financial Reporting Standards
(continued)

Al the date of authorization of these financial information, the following Standards and
Interpretations were in issue but not yet effective:

IFRS § Operating Segments - effective January 1, 2009

IFRS 8 replaces IAS 14 Segment Reporiing. Tt extends the scope of
segment reporting to include entities that hold assets in a fiduciary
capacity for a broad group of outsiders as well as entities whose equity or
debt securitics are publicly traded and entities that are in the process of
issuing equity or debt securities in public securities markets.

IERIC 11 IFRS-2: Group Treasury Shares Transactions - effective for periods
beginning March 1, 2007.

IFRIC 12 Service Concession Arrangements - effective for periods beginning
January 1, 2009,

The management anticipates that the adoption of these Standards and Interpretations
(where applicable) in future periods will have no material impact on the financial
information of the Company.

Significant accounting policics
Statement of compliance

The financial information have been prepared in accordance with International Financial
Reporting Standards and are presented in United Arab Emirates Dirham (AED) since that
is the currency of the country in which the Company is domiciled.

Buasis of preparation

The financial information have been prepared on the historical cost basis, except for the
measurement of certain financial instruments at fair value. The principal accounting
policies are set below:

Intangible assets

Intangible assets arising on business combinations are recognized only if all of the
following conditions are met:

¢ the assets can be identified,
* it is probable that the asset will generate future economic benefits; and
e the fair value of the asset can be reliably measured.

Tntangible assets are amortised on a straight-line basis over the estimated period of
benefit.




Dubai Financial Market (DFM) - PJSC 8
Dubai -United Arab Emirates

Notes 1o the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3.

Significant accounting policies {continued)

Goodwill

Goodwill arising on the acquisition of a Company or an entity represents the excess of the
cost of acquisition over the Company’s interest in the net fair value of the identifiable
assets, liabilities and contingent liabilities of the subsidiary or jointly controlled entity
recognised at the date of acquisition. Goodwill is initially recognised as an asset at cost
and is subsequently measured at cost less any accumulated impairment losses.

For the purpose of impairment testing, goodwill is allocated to each of the Company’s
cash-gencrating units expected to benefit frem the synergies of the combination. Cash-
generating units to which goodwill has been allocated are tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the
recoverable amount of the cash-generating unit is less than the carrying amount of the
unit, the impatrment loss is allocated first to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit pro-rata on the basis of the
carrying amount of each asset in the unit. An impairment loss recognised for goodwill is
not reversed in a subsequent pertod.

Revenue recognition

Trading commission fees, ownership transfer and mortgage fees are recognized on the
date of transaction in the market,

Brokers' license fees are recognised on the date of granting the license and are recognised
on a life time proportion basis.

Dividend

Dividend revenue from investments is recognised when the shareholder’s right to receive
payment has been established.

Return on Islamic investnent deposits

Return on Islamic investment deposits are recognised based on the expected minimum
rate of return specified in the invesimenl agreement on time proportion basis, and
reconciled to actual on maturity date,

Foreign currency transactions

Transactions in currencies other than the Company's functional currency (foreign
currencies) are recorded at the rates of exchange prevailing on the dates of the
transactions. At each balance sheet date, monetary items denominated in forcign
currencies are retranslated at the rates prevailing on the balance shect dale. Non-
monetary items carried at fair value that are denominated in foreign currencies are
retranslated at the rates prevailing on the date when the fair value was determined. Non-
monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.




Dubai Financial Market (DFM) - PJSC 9
Dubai -United Arab Emirates

Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2607

3.

Significant accounting policies (continued)

Foreign currency transactions - continued

Exchange differences arising on the settlement of monetary items, and on the
retranslation of monetary items, are included in income statement for the period.
Exchange differences arising on the retranslation of non-moenetary items carried at fair
value are included in income stalement for the year except for differences arising on the
retranslation of non-monetary items in respect of which gains and losses are recognised
directly in shareholders’ equity. For such non-monetary items, any exchange component
of that gain or loss is also recognised directly in shareholders’ equity.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation znd any
accumulated impairment loss,

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

Depreciation is charged so as to write off the cost of assets other than work-in-progress,
over their estimated useful lives, using the straight-line method,

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

Impairment of tangible and intangible assets

Al cach balance sheet date, the Company reviews Lhe carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those asscts have
suftered an impairment loss. If any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment lass (if any). Where
it is not possible to estimate the recoverable amount of an individual asset, the Company
estimates the recoverable amount of the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating vnits, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and consistent
allocation basis can be identified.
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Dubai -United Arab Emirates

Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3.

Significant accounting pelicies (continued)

Impairment of tangible and intangible assets - continued

Recoverable amount is the higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated futurc cash flows are discounted to their present
value using a discount rate that reflects current market assessments of the time value of
meney and the risks specific to the asset, for which the estimates of future cash flows
have not been adjusted.

If the recoverable amount of an assel (or cash-generating unit} is estimated to be Jess than
its carrying amount, the carrying amount of the asset (cash-gencrating unit) is reduced to
itls recoverable amount. An impairment loss is recognised immediately in income
statement, unless the relevant asset is carried at a revalued amount, in which case the
impairment loss is treated as a revaluation decrease,

Where an impairment loss subsequently reverses, the carrying amount of the assel (cash-
generating unit} is increased to the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying amount that would have been
determined bad ne impairment loss been recognised for the asset (cash-generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in income
stalement, unless the relevant asset is carried at a revalued amount, in which case the
reversal of the impatrment loss is treated as a revaluation increase,

I*rovisions

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

The amount recognised as a provision is Lhe best estimate of the consideration required to
settle the present obligation at the balance sheet date, taking into account the risks and
uncertainties surrounding the obligation. Where a provision is measured using the cash
flows estimated to settle the present obligation, its carrying amount is the present value of
those cash flows.

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

Financial asscts

Investments are recognised and derecognised on a trade date basis where the purchasc or
sale of an investment is under a contract whose terms require delivery of the investment
within the timeframe established by the market concerned, and are initially measured at
fuir value, nel of transaction costs, except for those financial asscts classificd as at fair
value through profit or loss, which are initially meusured at fair value.
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Dubai -United Arab Emirates

Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3.

Significant accounting policies (continued)

Financial assets - continued

Financial assets are classified into the following specified categories: financial assets as
‘at fair value through profit or loss’ (FVTPL), ‘held-to-maturity invesiments’, ‘available-
for-sale’ (AFS) financial assets and *loans and receivables’. The classification depends on
the nature and purpose of the finuncial assets and is determined at the time of initial
recognition.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial
asset and of allocating interest income over the relevant period. The effective interest rate
is the rate that exactly discounts estimaled future cash receipts through the expected life
of the financial asset, or, where appropriate, a shorter period.

Income is recognised on an effective interest basis for debt instrumenis other than those
financial assets designated as at FVTPL,

Financial assets at FVTPL

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

A financial asset is classified as held for trading if:

= It has been acquired principally for the purpose of selling in the near future; or

= It is a part of an identified portfolio of financial instruments that the Company
manages together and has a recent actual pattern of short-term profit-taking; or

= It is a derivative that is not designated and etfective as a hedging instrument.

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

= Such designation climinates or significantly reduces a measurement or recognition
inconsistency that would otherwise arise; or

= The financial asset forms part of a group of financial assets or financial liabilities or
both, which is managed and its performance is evaluated on a fair value basis, in
accordance with the Company's documented risk management or investment strategy,
and information about the grouping is provided internally on that basis; or

= It forms part of a contract containing one or more embedded derivatives, and IAS 39
permits the entire combined contract (asset or liability) to be designated as at FVTPL..

Financial assets a1 FVTPL are stated at fair value, with any resultant gain or loss
recognised in income statement. The net gain or loss recognised in income statement
incorporates any dividend or interest carned on the financial asset,
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Dubai -United Arab Emirales

Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3.

Significant accounting policies (continued)
Financial assels - continued

Held-to-maturity investments

Held-to-maturity investments are recorded at amortised cost using the effective interest
method less impairment, with revenue recognised on an effective yield basis,

AFS financial assets

Listed shares held by the Company that are traded in an active market are classified as
being AFS and are stated at fair value, Gains and losses arising from changes in fair value
are recognised directly in shareholders™ equity in the investments revaluation reserve with
the exception of impairment losses, foreign cxchange gains and losses on monetary
assets, which are recognised directly in income statement, Where the investment is
disposed of or is determined to be impaired, the cumulative gain or loss previously
recognised in the investments revaluation reserve is included in income statement for the
period.

Dividends on AFS equity instruments are recognised in income statement when the
Company’s right to receive payments is established.

Managed funds are initially recorded at cost and at each balance sheet date re-measured
according to net assets value determined by fund manager.

Fair values

For investments traded in organized financial markets, fair value is determined by
reference to quoted market bid prices at the close of business on the balance sheet date.

For investments where there is no quoted market price, a reasonable estimate of the fair
value is determined by reference to the current market value of another instrument which
is substantially the same, or is based on the expected cash flows, or the underlying net
assel base of the investment.

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date.
Financial assets are impaired where there is objective evidence that, s a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated
future cash flows of the investment have been impacted. For financial assets carried at
amortised cost, the amount of the impairment is the differcnce between the asset's
carrying amount and the present value of estimated future cash flows, discounted at the
original effective interest rate.
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Dubai -United Arab Emirates

Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3

Significant accounting policies (continued)
Financial assets - continued

Impairment of financial assets - continued

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

With the exception of AFS equity instruments, if, in a subsequent period, the amount of
the impairment loss decreases and the decrease can be related objectively to an event
occurring after the impairment was recognised, the previously recognised impairment loss
is reversed through income statement to the exlent that the carrying amount of the
investment at the date the impairment is reversed does not exceed what the amortised cost
would have been had the impairment not been recognised.

In respect of AFS equity securities, any increase in fair value subsequent fo an

impairment loss is recognised directly in shareholders’ equity.

Provision for employces’ end of service indemnity

Provision for expatriates employees’ end of service indemnity is made in accordance with
the UAE labour laws, and is based on current basic remuneration and cumulative years of
service at the balance sheet date.

Defined contribution plan

UAE National employees in the United Arab Emirates are members of the Government-
managed retirement pension and social security benefit scheme. Ax per Federal Labor
Law No. 7 of 1999, the Company is required to contribute 15% of the “contribution
calculation salary” of UAE payroll costs to the retirement benefit scheme to fund the
benefits. The employees are also required to contribute 5% of the “contribution
calculation salary” to the scheme, The only obligation of the Company with respect to the
retirement pension and social security scheme is to make the specified contributions. The
contributions are charged to the net profit or loss for the period.

Financial instruments

Financial assets, financial liabilities and equity instruments are recognized on the
Company’s balance sheet when the Company has become a party to the contractual
provisions of the instrument.
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Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

3

Significant accounting policies (continued)

Financial instruments
Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an
entity afler deducting all of its liabilities. Equity instruments issued are recorded at the
proceeds received, net of direct issue costs.

Trade receivables

Trade receivables are measured at their fair value. Appropriate allowances for doubtful
debts are recognized in income statement when there is objective evidence that the asset
is impaired.

Trade payables

Trade payables are meuasured at fair value.

Due from/to related parties

Due from/to related parties are measured at their fair value,

Cash and cash equivalenis

Cash and cash equivalents consist of cash en hand, banks™ current accounts, saving and time
deposits with an original maturity of three months or less at date of placement and other
short term highly ligquid investments that are readily convertible to a known amount of cash
and subject to an insignificant risk of changes in value.

Critical accounting judgments and key sources of estimation uncertainty

In the application of thc Company’s accounting pelicies, which are described in Note 3 10
the interim financial information, management is required 1o make judgments, estimates
and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources, The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results
may differ from these estimates,

The estimates and underlying assumptlions are revicwed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods,
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Notes to the Interim Financial Information - continued
For the Period from January 1, 2007 to June 30, 2007

4.

Critical accounting judgments and key sources of estimation uncertainty
{continued)

Critical judgmenis in applying Company’s accounting policies

The following are the critical judgments, apart from those involving estimations (see
below), that management has made in the process of applying the Company’s accounting
policies and that have the most significant effect on the amounts recognised in financial
information.

Classification of investments

Management decides on acquisition of an investment whether it should be classified as
FVTPL - held for trading or held-to-maturity or available-for-sale.

Management classifies investments as FVTPL — held for trading if they are acquired
primarily for the purpose of making a short term profit by the dealers. Investments are
designated as being held-to-maturity if management has the positive intention and ability
to held to maturity.

Valuation of unquoted equity investments

Valuation of unguoted equity investments is normally based on recent market transactions
on an arm’s length basis, fair value of another instrument that is substantially the same,
expected cash flows discounted at current rates for similar instruments or other valuation
models.

Impairment of financial assets

Management determines whether available for sale equity financial assets are impaired
when there has been a significant or prolonged decline in their fair value below cost. This
determination of what is significant or prolonged requires judgment. In making this
judgment and to record whether an impairment occurred, the Company evaluates among
other factors, the normal volatility in share price, the financial health of the investee,
industry and sector performance, changes in technology and operational and financial
cash flows.

Impairment of assets values

At each balance sheet date, the management reviews the assets values to determine that
their book values have not exceeded amounis recoverable from them. The management
estimales the recoverable amount of various assets individually or based on the cash
generating unit to which the individual asset belongs.
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4.

Critical accounting judgments and key sources of estimation uncertainty
fcontinucd)

Critical judgments in applying Company’s accounting policies - continued

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of
the cash-gencrating units to which goodwill has been allocated. The value in use
calculation requires the Company to estimate the future cush flows expected to arise from
the cash-generating unit and to assign a suitable discount rate in order to calculate present
value,

Key sources of estimation uncertainty

The following are the key assumptions concerning the future, and other key sources of
estimation uncertainty at the balance sheet date, that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next
financial year.

Intangible assets

Pending the completion of a full evaluation, the management has estimated the initial
components of the intangible asscts which arose from the business combination whereby
the government contributed in kind to the share capital of the Company as follows:

= Sole operaling rights amounting to AED 2 billions amortized over a period of 35 years.
» Trade name and trademark (“DFM”) amounting to AED 1 billion amortized over a
period of 20 years.

Depreciation of property and equipment

The cost of property and equipment is depreciated over its estimated useful lile, which is
based on expected usage of the asset, expected physical wear and tear, which depends on
operational faclors. The management has not considered any residual value as it is deemed
immaterial.

Allowance for doubtful debts

AL cach balance sheet date, the management conducts a detailed review of reccivable
balances, an allowance for doubtful debts is established based on this review,
management experience and prevailing economic conditions.
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3.

6.

{ash and bank balances

June 30,
2007
AED
Cash on hand 29,314
Bank balances:
Current accounts 425,634
Mudarabah accounis (National Bank of Dubai) 79,517,785
79,972,733

The expected rate of return on the Mudarabah accounts vary between 3% 10 3.47% per
annum,

Islamic investment deposits
June 30,
2007
AED

[slamic investment deposits (Mudarabah) maturing

in Jess than 3 months from the date of deposit 737,986,042
Islamic investment deposits maturing in more

than 3 months from the date of deposil but

before June 30, 2008 1,151,112,040

1,889,098,682

Expected retums on these investments range from 4.6% to 6.3% per annum,

Prepaid expenses and other receivables

June 30,

2007

AED
Due from brokers 3,692,268
Accrued revenue on Islamic investments 31,055,563
Accrued trading commission fees 3,767,103
Prepaid cxpenses 5,560,133
Other receivables 2,681,318
46,756,385

As of June 30, 2007 prepaid expenses and other receivable do not comprise any asset with a
vajue in excess of fair value,
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8. Other financial assets

Balance
resulting from
acquisition

of Dubai Balance
Financial as of
Market Changein  June 30,
{Note 14) Additions  Disposals Tair value 2007
AED AED AED ALED AED
Held for trading
investments
[nvesiments in
marketable
securities - 151,451,095 - 25457975 176,909.07}
Total - 151,451,095 - 25457975 176,909,070
Available-for-sale
investments
Investments in
marketable
sceurities 44,080,404 138243735 ( 1,237,730) 1,557,350 182,643,759
Managed funds 513,461,510 75,125,100 (14,696,638) 23,856,028 547,746,000
Isiamic financial
noles - 149.93(,866 - 517,678 150.449.544
Total 557,541,914 363,300701 (15,934,368) 25931.056 930,839,303
Grand total 1,107,748,373
Less: Other financial assels - current (_277.525.701)
Other linancial assets - non-current 830,222,672

As of June 30, 2007, other financial assets were re-measured at fair value. Profit
amounting to AED 25 million arising from the changes in fair value of marketable
securities investments held for trading was recognised in the income statement, while
profit amounting to AED 26 million arising from changes in fair value of available-for-
sale investments was recognized directly in sharcholders’ equity.
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10.

11.

Payables and accrued expenses

June 30,

2007

AED
Brokers deposits 112,869,177
Due to Financial Securitics and Commodities Authority 9,007,600
Payable to general pension and social sceurity 307,287
Uneamed revenue 10,284,977
Accrued expenses and other payables 1,667,321
134,136,368

Movement in the amount payable to genera!l pension and social security is as follows:

June 30,
2007
AED
Balance, resulting [rom acquisition of
Dubai Financial Market (Note 14) 305,428
Amounts charged to income 1,428,177
Amounts deducted from National cmployees 470,205
Amounts paid {__1.896,523)
Balance at end of the year 307,287

The balance pertaining to National cmployees’ pension and social security benefits
scheme was computed at the rate of 20% of ‘contribution calculation salaries’ for the total
service period with the Government, including the service period prior to joining of
Company.

Related party transactions

The Company enters into transactions with companies and entities that fall within the
definition of a related party as contained in International Accounting Standard No.24.
Related parties comprise companics under common ownership andfor common
management and control and key management personnel,
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11.

Related party transactions (continued)

At the balance sheet date, due from/to a related party were as follows:

June 30,
2007
AED
Due from a related party
Nubai Iniernational Financial Centre 1,196,975
Due to a related party
Dubai Government 48,500,040

As per the initial public ofering prospecius, 20% of the share capital par value amounted to
AED 1,600,000,000 which was offered for public subscription for the credit of Dubai
Government. This amount was deposited in the Company’s bank accounts and partly paid
to the Government, while the remaining balance of AED 48,500,000 appears as due to
Dubai Government.

The nature of significant related party transactions and amounts involved were us follows:

For the For the
three month six month
period ended  period ended

June 30, June 30,
2007 2007
AED AED

Rent and service expense - Dubai World Trade Center 1,375,354 2,541,866

Compensation of key management personnel

The remuneration of dircctors and other members of key management during the period
was as follows:

For the For the
threc month six month
period ended  period ended

June 30, June 30,
2007 W7
AED AED
Short-term benefits 1,824,284 2,630,513

General pension and social security 34,526 69,052
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12.

13.

Provision for employees’ end of service indemnity
June 30,
204¥7
AED

Balance, resulting from the acquisition of
Dubai Financial Market (Note 14) 1,140,764
Charged 1o income statement 243.957

1,384,721

Share capital

a) The Company’s share capital comprises of AED 8 billion divided into 8 billion shares of

AED 1 per share. The founding shareholder subscribed in kind for all the & billion shares
through transferring the ownership of the assets, liabilities and the operations, rights and
obligations of Dubai Financial Market (a wholly owned entity of the Dubai Government},
as a going concem, to the Company. The value transferred was assessed by an
independent qualified valuator for a total amount ranging between AED 7.219 billion and
ALD 8,151 billion as-of December 31, 2005,

The key assumption of the valuation was:

I. The value traded will decrease by 26% in 2006 as compared to 2005, and then grow at
a year on year rate of 20% in 2007 and 2008 and at a rate of 10% in 2009 and 2010,

2. The commission charges on value traded will remain at 0.1% of traded value each
side to both buyer and the seller (total commission earncd per transaction equalling
0.2% of transaction value) in the future.

Subsequently 20% of the Company's share capital was sold by Dubai Government
through a public offering of 1.6 billion shares.

b) The Company subscribed for 54,236,831 shares of its own shares for the purpose of the

future employees’ performance share programme for a total cost of ALD 1.03 per sharc
which includes incorporation expenses. These shares will be re-issued and distributed Lo
employees subject to the approval of a share performance scheme by the Board of
Directors.,
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14,

Acquisition of Dubai Financial Market

The Company acquired all the assets, liabilities, rights, obligations and operations of
Dubai Financial Market (a wholly owned entity by Dubai Government), (Notes 13 and
{4) as of January 1, 2007, as a contribution in kind by the Government of Dubai for its
share holding in the entire capital of the Company amounting to AED 8,000,000.,000.

The Company has, to date, nat cartied out the evaluation of the individual fair values of
the DEM's assets and liabilities for the purposes of purchase price allocations as required
by IFRS 3 - Business Combination; Accordingly the fair values of intangible and other
assets have not been arrived at. The difference between the acquisition value
(AED 8,000,000,000) and the carrying amount of Dubai Financial Market’s net assets,
was booked provisionally as intangible and other assets, pending a final evaluation of the
fair values from an independent evaluator for these assets and their components (if any),
as allowed by International Financial Reporting Standards (IFRS 3} to be conducted
within maximum period of 12 months from the acquisition date,

The net assets acquired and the intangible assets and others (provisional) resulting from
this acquisition are as follows:

Net carrying
Nel assets acguired value acquired
AED

Property and equipment 28,194,471
Other financial assets 557,541,914

Duc from related parties 566,391,912
Prepaid expenses and other receivables 17,494,833
Islamic investment deposits 600,000,000

Cash and cash equivalents 581,813,575
Pravision for employees’ end of service indemnity { 1,140,764)
Payables and accrued expenses {_179.824,143)
. 2,170,471,798

Intangible assets and others (provisional) - (Note 4) 5,829,528.202
Share capital of the Compunyfacquisition value 8,000,00,000

The management of the Company has temporarily estimated the components of these
intangible assets and others (provisional) (see Note 4) and amortized them over their
estimated useful lives subject to the final cvalvation certified by an independent
evalualor.

AED
Intangible assets and others (provisional) 5,829,528,202
Amortization for the period (__ 53,600,004

5,775,928,202
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15.  Net initial public offering surplus

AED
Initial public uffering fees collected amounting
to AED 0.03 tor cach share 48,000,000
Less: Incorporation expenses incurred (_16,391,912)
Surplus taken to equity 31,608,088
16. Revenucs
Period from Total
For the Period from February 6, for the
three month January 1, 2007 (dateof  six month
period ended 2007 to incorporation) period ended
June 30, February 5, to June 30, June 30,
2007 2007 2007 2007
AED AED AED AED
Trading commission fees 175,161,404 36,209,275 231,607,617 267,816,892
Brokerage fees 4,892,031 2,126,911 7,755,525 2,882,436
Ownership transfer and
mottgage fees 5,246,266 53,390 6,251,516 6,781,906
Other tees 582,333 113,982 824,927 034,909
185,882,034 38,980,558 246,435,585 285,416,143

The above information comprises ihe result of operations related to the period from
January 1, 2007 to February 5, 2007 as it relates 1o the Company during its incorporation

period.
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17. Netinvestment revenue

Period from Total
For the Period from February 6, for the
three month January 1, 2007 (date of six month
period ended 2007 to incorporation) period ended
June 30, Februoary 5, to June 30, June 30,

2007 2007 2007 2007
AED AED AED AED
Return on Islamic
investment deposits 27,360,320 18,777,415 44,731,844 63,509,259
Gain/{loss) on sales of
available for investmenis {  186,852) - 136,067 136,067
Dividends 919,020 - 919,020 919,020

28,092,488 18,777 415 45,786,931 64,564,346

The above information comprises the result of operations related 1o the period from
January 1, 2007 to February 5, 2007 as it relates to the Company during its incorporaticn
period.

18. Initial public offering income

As per the prospectus, 20% of the share capital par value amounting to AED 1,600,000,000
was offered for public subscription by the Dubai Government, The returns rcceived from
banks, arising from temporary investment of funds held during the subscription period, were
booked us income to the Company.
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19. General and administrative expenses
Period from Total
For the Period from February 6, for the
three month Januvary 1, 2007 (date of  six month
period ended 2007 to incorporation} period ended
June 30, February 5, to June 30, June 34,
2007 2007 2007 2007
AED AED AED AED
Payroll and other benefits 14,461,254 2,610,056 20,050,931 22,660,987
Rents 1,375,355 423,964 2,117,902 2,541,866
Depreciation of property
and equipment 2,469,374 716,879 3,638,976 4,355,855
Professional expenses 4,688,018 576,224 5,658,732 6,234,956
Ohher general and
administrative expenses 4,426,936 294,249 5,713,102 6,007,351
27,420,937 4,621,372 37,179,643 41,801,015
The above information comprises the result of operations related to the period from
January 1, 2007 to February 5, 2007 as it relates to the Company during its incorporation
period,
20. Earning per share

Net profit for the period

Authorized share capital
Less: Employees’ performance share programme

Issued share capital

Larning per share — AED

(

For the For the
three month six month
period ended  period ended

June 30, June 30,
2007 2007
AED AED

185,211,560 748,063,997
8,000,000,000 8,({0,000,000

54,236,831) (54,236,831

7,945,763,169 7,945,763,169
0.0233 0.0941
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21,

22

23,

Cash and cash equivalents

June 30,
2007
AED
Cash on hand 29314
BRank balances:
Current accounts 425,634
Mudarabah accounts 79,517,785
Islamic investment deposits maturing in less
than 3 months from the date of deposit (Note 6) 737.986.642
817,959,375
Commitments for expenditure
June 30,
2007
AED
Commitments for the purchase of
property and equipment 5,450,314

Financial insiruments

The Company’s activities expose il (o a varicty of financial risk, credit risk, liquidity risk,
exchange rate risk and price risk. The Company’s overall risk management programme
focuses on the unpredictability of financial market and seeks to minimize the potential
adverse effects on the Company’s financial performance.

Interest rate risk

At June 30, 2007, the Company is not exposed to interest rate risk as the Company complies
in all its activities and operations and formalities with the provision of sharia’a and shall
invest its entire funds in accordance with these provisions.
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23.

Financial instruments (continucd)

Credit risk

Financial assets, which potentially expose the Company to concentrations of credit risk
are cash and cash equivalent, and Islamic investment deposits held with banks and
financial institutions,

The credit risk on liquid funds is limited because the counterparties are highly reputable
banks and financial institulions,

Exchange rate risk

At the balance sheet date, there are no significant exchange rate risks as substantially all
the financial assets and liabililies are denominated in UAE Dirhams or U.S. Dollars o
which Dirham is fixed.

Price risk

The Company is cxposed to equity securities price risk because of investments held by
the Company and classified on the balance sheet as Available llor Sale. To manage its
price risk arising from investments in equity securities the Company diversifies its
portfolio.

The Company's equity investments are publicly traded and are listed in the following
financiul markets:

Dubai Financial Market (DFM) and Abu Dhabi Securities Market (ADSM)

Liquidity risk

Liquidity risk management includes maintaining sufficient cash and marketable
securitics, the availability of funding from an adequate amount of committed credit
facilities.

The Company is not exposed to liquidity risk as of June 30, 2007,




