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BOARD OF DIRECTORS’ REPORT 

 

During 2010, SHUAA Capital took significant steps to implement its turnaround program. As a result, we closed the year with 

a very strong balance sheet, a refocused business model, a clear strategy, a restructured organization and an improved 

corporate governance framework. We believe that these actions place the company on a strong footing and enable us to 

navigate through protracted and widespread market disruptions. 

 

We remain focused on investing and building our core fee generating businesses, which continue to hold market leadership 

positions. We have pursued a range of measures across SHUAA Capital to manage expenses. Our cost structure has been 

adapted to the new business environment although we continue to focus on cost control.  

 

We also continue to apply our approach towards risk mitigation within the legacy portfolio. In the fourth quarter, we took 

some conservative valuation decisions that inevitably left a mark on SHUAA’s income statement. However, we believe that 

these adjustments allow us to put these legacy investment issues behind us and place us in a better position going forward. 

 

SHUAA Capital reported revenues of AED 188.4 million (2009: AED 267.9 million) and an overall loss for the year of AED 

223.6 million (2009: loss AED 529.8 million).  

 

Valuation adjustments and provisions totaling AED 157.9 million in respect of legacy investments have been recognised in 

2010. This predominantly reflects a prudent approach to the valuation of the non-core legacy portfolio. 

 

SHUAA’s solid balance sheet has been of critical importance in the face of ongoing adverse market conditions and a changing 

competitive landscape. The Company remains determined to maintain its capital strength and low gearing ratio of 16.1% 

(2009: 28.2%). Moody’s Investor Service recently reassigned a Ba2 rating with a stable outlook. This rating is on par with 

some of the best securities firms worldwide and continues to support SHUAA’s access to liquidity at relatively favorable 

conditions. 

 

SHUAA’s total assets as of 31 December 2010 were AED 1.92 billion, a decrease of AED 927 million or 32.5%, compared to 

31 December 2009 (AED 2.85 billion). This includes a healthy cash position of AED397 million. Total liabilities were AED 

447.6 million at year end 2010, a decrease of AED 704 million or 61% versus total liabilities of AED 1.15 billion at year end 

2009.  

 

The primary drivers for the decrease of both assets and liabilities were liquidation of legacy investments and the one-off 

reduction of risk exposures. During the year 2010, SHUAA Capital reduced its legacy investment portfolio by AED 457 

million to AED 564 million from AED 1.02 billion, or 44.7%. Cash generated from investment exits was consistently used 

throughout the year to pay down debt and deleverage the balance sheet. 

 

During the year 2010, the financial services sector continued to face extraordinary market disruptions and unprecedented 

challenges.  Equity markets in the UAE started the year on a positive note during the first quarter, followed by a negative trend 

that continued during the second and third quarter and despite a small recovery remained volatile until the end of the year. 

These events led to a difficult trading environment, particularly in investment banking and brokerage.  

 

The Asset Management, Private Equity and Finance division generated profits in 2010, whereas investment banking and 

brokerage were impacted by subdued client activity, further reduced investor appetite for UAE equities, and the absence of 

primary issuance in UAE equity markets in 2010. 

 

SHUAA Asset Management’s flagship Arab Gateway Fund was ranked as the top performing fund in the MENA region for 

2010 in its investment category, recording a gain of 19.41% versus 11.35% for the S&P Pan Arab Composite Index.  The 

Qatar Gate Fund (N) was the top performing fund in Qatar with a performance of 37.11%% against 24.75% of its benchmark. 

In addition, all other funds, including the Saudi and Emirates Gateway Funds, and discretionary portfolios managed on behalf 

of clients, outperformed their respective benchmarks.  Furthermore, SHUAA Asset Management has been awarded ‘Best 

Institutional Asset Manager in the United Arab Emirates 2010’ at EMEA Finance magazine’s annual Middle East Banking 

Awards. 

 

Whilst we had experienced net redemptions during most of 2010, the last quarter saw renewed investor interest and net 

subscriptions from regional and international clients. Based on the excellent performance and increasing client trust and 

confidence, the division is confident that it can increase assets under management in 2011. 
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 1 October to  

31 December 

2010 

(3 months) 

1 January to  

31 December 

2010  

(12 months) 

1 October to  

31 December 

2009 

(3 months) 

1 January to  

31 December 

2009  

(12 months) 

 Notes Unaudited Audited Unaudited Audited 

 33   Reclassified Reclassified 

      

Interest income  19,415  86,721  25,490  126,354  

Net fees and commissions  23 14,269  86,981  22,403  119,018  

Trading income   540  2,538  1,823  9,802  

Gains from investments in SHUAA managed 

funds  
24 8,543  12,199  (3,046) 12,695  

   ————   ————  ————   ———— 

Total revenues  42,767  188,439  46,670  267,869  

   ————   ————  ————   ———— 

      

General and administrative expenses 25 (59,832) (225,828) (49,144) (244,848) 

Interest expense  (5,753) (33,290) (9,099) (72,137) 

Depreciation  11 (2,989) (11,933) (2,303) (11,598) 

Provisions 26 (40,252) (42,135) (32,160) (53,726) 

Goodwill impairment charge 12 (39,245) (39,245) - - 

   ————   ————  ————   ———— 

Total expenses  (148,071) (352,431) (92,706) (382,309) 

   ————   ————  ————  ———— 

      

Net loss before losses from other investments  (105,304) (163,992) (46,036) (114,440) 

      

Losses from other investments, including 

investments in third party associates 
27 (81,380) (59,694) (108,302) (423,344) 

   ————   ————  ————   ———— 

Loss for the period  
 

(186,684) (223,686) (154,338) (537,784) 

   ══════   ══════  ══════   ══════ 

Attributable to:      

Minority interest   (27) (82) (37) (8,003) 

Equity holders of the parent    (186,657) (223,604) (154,301) (529,781) 

   ══════   ══════  ══════   ══════ 

      

      

Loss per share (equity holders of the parent) 

for the period 

 

    

      

      

Basic loss per share (in AED)                                 28 (0.176) (0.211) (0.215) (0.777)  

  ══════ ══════ ══════ ══════ 

Diluted loss per share (in AED)                              28 (0.176) (0.211) (0.145) (0.499)  

  ══════ ══════  ══════  ══════ 
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1 October to  

31 December  

2010 

(3 months) 

1 January to  

31 December  

2010  

(12 months) 

1 October to  

31 December  

2009 

(3 months) 

1 January to  

31 December  

2009  

(12 months) 

 Unaudited Audited Unaudited Audited 

     

Loss for the period (186,684) (223,686) (154,338) (537,784) 

     

Other comprehensive profit/(loss)     

     

Net revaluation reserve movement on: 

- Investments in SHUAA managed funds (607) 10,040  (3,797) 8,488  

- Other investments (19,176) 11,429  (25,352) (1,881) 

Share of other comprehensive income of associates 3,772  5,549  1,556  13,098  

Exchange differences on translation of foreign 

operations 
(78) (6,011) 10,253  (8,758) 

 ———— ———— ———— ———— 

Other comprehensive (loss)/profit for the period (16,089) 21,007  (17,340) 10,947  

 ———— ———— ———— ———— 

Total comprehensive loss for the period (202,773) (202,679) (171,678) (526,837) 

 ══════ ══════ ══════ ══════ 

Attributable to:     

Minority interest (32) (89) (36) (7,959) 

Equity holders of the parent (202,741) (202,590) (171,642) (518,878) 

 ══════ ══════ ══════ ══════ 
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1 January to  

31 December 2010 

1 January to  

31 December 2009 

  Reclassified 

Operating activities   

Loss for the period (223,686) (537,784) 
Adjustments:   

Depreciation 11,933  11,598  
Unrealised gains on investments in SHUAA managed funds  (11,104) (53,086) 
Income from other investments 88,756  295,844  
Loss on sale of subsidiary -  4,413 
Share based payments charge 270  22,164  
Goodwill impairment charge 39,245  -  
Provisions 35,316  210,546  
Other non operating income -  1,549  

  ————  ———— 
Operating loss before changes in operating assets and liabilities (59,270) (44,756)  
   
Changes in operating assets and liabilities:   

Receivables and other debit balances 12,836  182,985  
Installment credits, loans and advances 198,810  375,327  
Payables and other credit balances (32,352) (241,313)  
Net sale of SHUAA managed funds  27,586  195,577  

  ————  ———— 
Net cash from operating activities 147,610  

 

467,820  

   ————  ———— 
   
Investing activities   
Net proceeds from other investments/associates 430,348  640,554  
Dividends received  28,275  -  
Payments related to investment in subsidiary (34,907) (51,575) 
Net purchase of fixed assets (8,640) (10,012) 
  ————  ———— 
Net cash from investing activities 415,076  578,967  

   ————  ———— 
   
Financing activities   
Interest on convertible bond (45,000) -  
Decrease in medium term debt (48,941) (52,745) 
Decrease in amounts due to banks (356,432) (839,990) 
Decrease in amounts due to others (239,160) -  
Directors‟ remuneration -  (138) 
Purchase of treasury shares -  (983) 
Movement in employee stock option plan shares (19,233) (71)  
  ————  ———— 
Net cash used in financing activities (708,766) 

 

(893,927) 

   ————  ———— 
   
   
(Decrease) / increase in cash and cash equivalents (146,080) 152,860 
   
Foreign currency translation (230) 510  
   
Cash and cash equivalents at beginning of the period 543,459  390,089  
  ————  ———— 
Cash and cash equivalents at end of the period 397,149  543,459  

  ══════  ══════ 
   
Operational cash flows from interest and dividend   
Interest received 87,108 134,936 

Interest paid (34,645) (122,650) 
Dividend received 1,094 4,218 
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Share capital

Treasury 

shares

Employee 

stock option 

plan shares

Statutory 

reserve

Accumulated 

losses

Investment 

revaluation 

reserve

Translation 

reserve

Convertible 

bond Total

Minority 

interest Total

Balance as of 1 January 2009            550,000            (13,475)           (129,424)           553,140           (398,551)             (28,688)              14,654         1,676,000         2,223,656             44,301 2,267,957        

Total comprehensive loss for the period                      -                       -                        -                       -             (529,781)               19,706              (8,803)                      -             (518,878)              (7,959) (526,837)         

Directors' remuneration                      -                       -                        -                       -                    (138)                      -                        -                        -                    (138)                     -   (138)                

Purchase of treasury shares                      -                   (983)                      -                       -                        -                        -                        -                        -                    (983)                     -   (983)                

Convertible bond conversion (note 20)            515,000                     -                        -          1,161,000                      -                        -                        -          (1,676,000)                      -                       -   -                  

Interest on convertible bond                      -                       -                        -                       -               (28,240)                      -                        -                        -               (28,240)                     -   (28,240)           

Acquisition of minority interest                      -                       -                        -                       -                        -                        -                        -                        -                        -              (35,893) (35,893)           

Net movement in employee stock option plan shares                      -                       -                51,228                     -               (51,299)                      -                        -                        -                      (71)                     -   (71)                  

Share based payments charge                      -                       -                        -                       -                22,164                      -                        -                        -                22,164                     -   22,164             

Balance as of 31 December 2009         1,065,000            (14,458)             (78,196)        1,714,140           (985,845)               (8,982)                5,851                      -           1,697,510                  449 1,697,959        

Share capital

Treasury 

shares

Employee 

stock option 

plan shares

Statutory 

reserve

Accumulated 

losses

Investment 

revaluation 

reserve

Translation 

reserve

Convertible 

bond Total

Minority 

interest Total

Balance as of 1 January 2010         1,065,000            (14,458)             (78,196)        1,714,140           (985,845)               (8,982)                5,851                      -           1,697,510                  449 1,697,959        

Total comprehensive loss for the period                      -                       -                        -                       -             (223,604)               27,025              (6,011)                      -             (202,590)                   (89) (202,679)         

Directors' remuneration                      -                       -                        -                       -                     138                      -                        -                        -                     138                     -   138                  

Operational reserves                      -                       -                        -                       -                 (1,656)                      -                        -                        -                 (1,656)                     -   (1,656)             

Accumulated losses offset (note 20)                      -                       -                        -            (985,845)            985,845                      -                        -                        -                        -                       -   -                  

Net movement in employee stock option plan shares                      -                       -                 (8,407)                     -               (10,826)                      -                        -                        -               (19,233)                     -   (19,233)           

Share based payments charge                      -                       -                        -                       -                     270                      -                        -                        -                     270                     -   270                  

Balance as of 31 December 2010         1,065,000            (14,458)             (86,603)           728,295           (235,678)               18,043                 (160)                      -           1,474,439                  360         1,474,799 

                                                                       Equity attributable to shareholders of the Parent

                                                                       Equity attributable to shareholders of the Parent
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1. LEGAL STATUS AND ACTIVITIES 

 

The consolidated financial statements of SHUAA Capital psc and its subsidiaries (“the Group”) for the year ended 31 December 

2010 were authorised for issuance in accordance with a resolution of the Board of Directors on 7th February 2011.  

 

SHUAA Capital psc (the „Company‟) is a public shareholding company established in Dubai, United Arab Emirates, pursuant 

to Emiri Decree No. 6 of 25 April 1979 and in accordance with the Federal Law No. (8) of 1984 (as amended). The registered 

address of the Company is P.O. Box 31045, Dubai, United Arab Emirates. The Company‟s shares are traded on the Dubai 

Financial Market in the United Arab Emirates.  

 

The Company is licensed by the Central Bank of the United Arab Emirates to conduct services as a financial investment 

company and a banking, finance and investment advisor pursuant to Central Bank Board of Directors Resolution 164/8/94 and 

as a financial and monetary intermediary pursuant to Central Bank Board of Directors Resolution 126/5/95. 

 

The Company conducts a diversified range of investment and financial service activities with special emphasis on the Arab 

region in general, the U.A.E. and G.C.C. markets in particular and is actively involved in public and private capital markets in 

the region.   

 

 

2. SIGNIFICANT ACCOUNTING POLICIES 

 

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below. These 

policies have been consistently applied to all periods presented, unless otherwise stated. 

 

Basis of preparation 

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards and 

applicable provisions of Federal Law No 8 of 1984 (as amended) of United Arab Emirates Laws.  

 

The financial statements are prepared under the historical cost convention as modified for the measurement at fair value of 

derivatives, trading and available for sale investments.   

 

New accounting standards and interpretations 

The accounting standards adopted are consistent with those of the previous financial year, except for the following new amended 

IFRS effective as of 1 January 2010: 

 IFRS 3 Business combinations (revised) and IAS 27 Consolidated and separate financial statements (amended) 

effective 1 July 2009, including consequential amendments to IFRS 2, IFRS 5, IFRS 7, IAS7, IAS 21, IAS 28, IAS 31 

and IAS 39. 

Adoption of the above standards did not have an impact on the financial statements of the Group. 

 

 

Standards issued but not yet effective 

Standards issued but not yet effective up to date of issuance of the Group‟s financial statements are listed below. This listing is 

of standards and interpretations issued which the Group reasonably expects to be applicable at a future date. The Group intends 

to adopt those standards when they become effective. 

 IAS 24 Related party Disclosures (Amendment) 

 IAS 32 Financial instruments: Presentation – classification of right issues 

 IFRS 9 Financial instruments: Classification and measurement. IFRS 9 as issued reflects the first phase of the IASBs 

work on the replacement of IAS 39 and applies to classification and measurement of financial assets and liabilities as 

defined in IAS 39. The standard is effective for annual periods beginning on or after 1 January 2013. In subsequent 

phases, the Board will address impairment and hedge accounting. The completion of this project is expected mid 2011. 

The adoption of the first phase of IFRS 9 will primarily have an effect on the classification and measurement of the 

financial assets. The Group is currently assessing the impact of adopting IFRS 9, however, as the impact of adoption 

depends on the assets held by the Group at the date of adoption, it is not practical to quantify the effect. 

 IFRIC 14 Prepayments of a minimum funding requirement (Amendment) 

 IFRIC 19 Extinguishing financial liabilities with equity instruments 
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2. SIGNIFICANT ACCOUNTING POLICIES - continued 

 

Improvements to IFRSs (issued in May 2010) 

The IASB issued Improvements to IFRSs, an omnibus of amendments to its IFRS standards. The amendments have not been 

adopted as they become effective for annual periods on or after either 1 July 2010 or 1 January 2011. The amendments are listed 

below: 

 IFRS 3 business combinations 

 IFRS 7 Financial instruments: disclosures 

 IAS 1 Presentation of financial statements 

 IAS 27 Consolidated and separate financial statements 

 IFRIC 13 Customer loyalty programmes 

The Group, however, expects no impact from the adoption of the amendments on its financial position or performance. 

 

Basis of consolidation 

The consolidated financial statements incorporate the financial statements of the parent company and its subsidiaries (the 

“Group”). The results of these subsidiaries are included in the consolidated statement of income from the effective date of 

formation or acquisition. Subsidiaries are fully consolidated from the date of acquisition, being the date on which the Group 

obtains control and continue to be consolidated until the date that such control ceases. All significant inter-company balances, 

transactions and profits have been eliminated upon consolidation. 

Minority interests represent the portion of profit or loss and net assets not held by the Group and are presented separately in the 

consolidated statement of income and within equity in the consolidated statement of financial position, separately from parent 

shareholders‟ equity. Acquisitions of minority interests are accounted for as an equity transaction. 

 

Trade date accounting 

All “regular way” sales and purchases of financial assets are recognised on the “trade date”, the date that the entity commits to 

sell or purchase the asset. Regular way sales or purchases are sales or purchases of financial assets that require delivery of assets 

within the time frame generally established by regulation or convention in the market place. 

 

Significant accounting judgments and estimates 

 

In the process of applying the Group‟s accounting policies management has made the following judgments and estimates, which 

are significant with regard to the amounts recognised in the financial statements: 

 

Estimation uncertainty 

The key assumptions, concerning the future and other key sources of estimation uncertainty at the reporting date, that have a 

significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are 

discussed below. 

 

Valuation of unquoted equity investments 

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

 Recent arm‟s length market transactions 

 Current fair value of another instrument that is substantially the same 

 The expected cash flows discounted at current rates applicable for items with similar terms and risk characteristics 

 Other valuation models 

 

The determination of the cash flows and discount factors for unquoted equity investments requires significant estimation. The 

Group calibrates its valuation techniques periodically and tests these for validity using either prices from observable current 

market transactions in the same instrument or other available observable market data. 

 

Fair value of financial instruments 

Where the fair values of financial assets and financial liabilities recorded in the statement of financial position cannot be derived 

from active markets, they are determined using a variety of valuation techniques that include the use of mathematical models. 

The input to these models is taken from observable markets where possible, but where this is not feasible, a degree of judgment 

is required in establishing fair values. The judgments include considerations of liquidity and model inputs such as correlation 

and volatility for longer dated derivatives. 

 

Impairment losses on loans and advances 

The Group reviews its problem loans and advances at each reporting date to assess whether an allowance for impairment should 

be recorded in the income statement. In particular, judgment by management is required in the estimation of the amount and 

timing of future cash flows when determining the level of allowance required. Such estimates are based on assumptions about a 

number of factors and actual results may differ, resulting in future changes to the allowance. 
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2. SIGNIFICANT ACCOUNTING POLICIES - continued 

 

In addition to specific allowances against individually significant loans and advances, the group also makes a collective 

impairment allowance against exposure which, although not specifically identified as requiring a specific allowance, has a 

greater risk of default than when originally granted.   

 

Impairment of available for sale investments 

The Group assesses at each reporting date whether there is objective evidence that an individual or a group of available for sale 

investments is impaired. 

 

In the case of equity investments classified as available for sale, objective evidence would include a significant or prolonged 

decline in the fair value of the investment below its cost. Where there is evidence of impairment, the cumulative loss – measured 

as the difference between the acquisition cost and the current fair value, less any impairment loss on that investment previously 

recognised in the statement of income – is removed from equity and recognised in the statement of income. Impairment losses on 

equity investments are not reversed through the statement of income; subsequent increases in their fair value after impairment 

are recognised directly in equity. 

 

In the case of debt instruments classified as available for sale, impairment is assessed based on the same criteria as financial 

assets carried at amortised cost. Interest continues to be accrued at the original effective interest rate on the reduced carrying 

amount of the asset and is recorded as part of interest income. If, in a subsequent year, the fair value of a debt instrument 

increases and the increase can be objectively related to an event occurring after the impairment loss was recognised in the 

statement of income, the impairment loss is reversed through the statement of income. 

 

Going concern 

Management has made an assessment of the Group‟s ability to continue as a going concern and is satisfied that the Group has the 

resources to continue in business for the foreseeable future. Furthermore, management is not aware of any material uncertainties 

that may cast significant doubt upon the Group‟s ability to continue as a going concern. Therefore, the financial statements 

continue to be prepared on the going concern basis. 

 

Financial assets 

 

The Group classifies its financial assets at initial recognition in the following categories:  

 Held for trading investments 

 Investment securities designated at fair value through profit and loss 

 Installment credits, loans and advances  

 Held to maturity investments 

 Available for sale investments 

 

Held for trading investments and investment securities designated at fair value through profit and loss  

Investment securities represent investments acquired or incurred principally for the purpose of generating profit from short term 

fluctuations in price. The fair value of the investments under this classification can be reliably measured and gains and losses 

arising from changes in fair values are included in the consolidated statement of income in the period in which they arise. 

 

Investment securities are initially recognised at cost, being the fair value of the consideration given, including all acquisition 

costs associated with the investment. 

 

After initial recognition, securities held for trading are measured at fair value. The fair value of securities traded in recognised 

financial markets is their quoted price.  For securities where there is no quoted market price, a reasonable estimate of fair value 

is determined by reference to the current market value of another instrument that is substantially the same or is based on 

discounted cash flow analysis, option pricing models or other reliable valuation methods.  Securities whose fair value cannot be 

reliably measured are carried at cost less any impairment losses. 

 

Any gain or loss arising from a change in the fair value of securities categorised as investment securities is recognised in the 

statement of income for the period in which it arises. Dividend, interest and other revenues generated from investment securities 

are included in the consolidated statement of income. 

 

Installment credits, loans and advances  

Loans and receivables that are non derivative financial assets with fixed or determinable payments and that are not quoted in an 

active market are designated as installment credits, loans and advances. Installment credits, loans and advances are carried at the 

gross amount due from customers less any provision required for impairment based on a review of all outstanding amounts at 

year end, including unearned income.  The Group has a policy of establishing specific provisions against installment credits and 

loans and advances to customers, where management considers the recovery of the balance to be doubtful.  Installment credits, 

loans and advances are only written off after all practical means of pursuing recovery have been exhausted. 
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2. SIGNIFICANT ACCOUNTING POLICIES - continued 

 

The provision for loan impairment also covers losses where there is objective evidence that probable losses are present in 

components of the loan portfolio at the reporting date.  These have been estimated based upon historical patterns of losses in 

each component and reflecting the current economic climate in which the borrowers operate. 

 

Held to maturity investments 

Investments classified as held to maturity have fixed or determinable payments, fixed maturity and are intended to be held to 

maturity. They are carried at amortised cost using the effective interest method, less provision for impairment.   

 

Available for sale investments 

Available for sale financial assets are non derivatives that are either designated in this category or not classified as investment 

securities, installment credits, loans and advances or held to maturity investments. After initial recognition, investments available 

for sale are measured at fair value. For investments actively traded in organised financial markets, fair value is generally 

determined by reference to stock exchange quoted price at the close of business on the reporting date, adjusted for illiquidity 

constraints and other costs necessary to realise the asset‟s value. 

 

Where the investments are not traded in an active market, traded in small volumes, or where there is no quoted market price, a 

reasonable estimate of fair value is determined by reference to the current market value of another instrument that is substantially 

the same or is based on earnings factors, projected cash flows and a valuation multiple that considers comparable indicators used 

in recent mergers and acquisitions, or the projected sale value of the investment if negotiations are currently in progress. 

Investments whose fair value cannot be reliably measured are carried at cost less any impairment losses. 

 

Gains or losses arising from a change in the fair value of investments available for sale are recognised directly in equity, in the 

investment revaluation reserve. Upon disposal of an investment, the cumulative gain or loss, previously recognised in equity 

relating to that investment is included in the consolidated statement of income for the year. 

 

When a financial asset is derecognised or determined to be impaired, the cumulative net gain or loss previously recognised in 

equity relating to that investment is included in the consolidated statement of income for the year.  

 

Reversals of previously recognised impairment losses are not initially recorded through the income statement but as an increase 

in the investment revaluation reserve pending realisation.   

 

Financial liabilities 

The Group classifies its financial liabilities at initial recognition in the following categories:  

 financial liabilities at fair value through profit or loss 

 loans and borrowings 

 derivatives designated as hedging instruments in an effective hedge 

 

Financial liabilities are recognised initially at fair value. 

 

The Company‟s financial liabilities include trade and other payables, bank overdraft, loans and borrowings, financial guarantee 

contracts, and derivative financial instruments. Subsequent measurement of loans and borrowings uses the effective interest rate 

method. 

 

Investment in associated companies 

The Group‟s investments in associates are accounted for under the equity method of accounting. An associate is an entity in 

which the Group has significant influence and which is neither a subsidiary nor a joint venture.  Under the equity method, the 

investment in the associate is carried in the statement of financial position at cost plus post-acquisition changes in the Group‟s 

share of net assets of the associate. Goodwill relating to an associate is included in the carrying amount of the investment and is 

not amortised.  

 

Goodwill 

Business combinations are accounted for using the purchase method of accounting. This involves recognising identifiable assets 

(including previously unrecognised intangible assets) and liabilities (including contingent liabilities and excluding future 

restructuring) of the acquired business at fair value. Goodwill is initially recognised at its cost, being the excess of the cost of the 

acquisition over the acquirer‟s interest in the net fair value of the identifiable assets, liabilities and contingent liabilities.  After 

initial recognition, goodwill is measured at cost less any accumulated impairment losses.  Goodwill is tested for impairment 

annually or more frequently if events or changes in circumstances indicate that it might be impaired.  
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2. SIGNIFICANT ACCOUNTING POLICIES - continued 

 

Fixed assets and depreciation 

Fixed assets are stated at cost less accumulated depreciation.  Depreciation is provided on a straight-line basis over the assets' 

estimated useful lives over the following periods: 

   

Furniture and leasehold improvements  1-5 years 

Office equipment and computers     3 years  

Motor vehicles     4 years 

Land & buildings       40 years 

 

 

Impairment of non-financial assets 

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any indication exists, 

or when annual impairment testing for an asset is required, the Group estimates the asset‟s recoverable amount. An asset‟s 

recoverable amount is the higher of an asset‟s or cash-generating unit‟s fair value less costs to sell and its value in use. Where 

the carrying amount of an asset or cash-generating unit exceeds its recoverable amount, the asset is considered impaired and is 

written down to its recoverable amount. 

 

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that 

reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value less 

costs to sell, an appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share 

prices for publicly traded entities or other available fair value indicators. 

 

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that previously 

recognised impairment losses may no longer exist or may have decreased. If such indication exists, the Group estimates the 

asset‟s or cash-generating unit‟s recoverable amount. A previously recognised impairment loss is reversed only if there has been 

a change in the assumptions used to determine the asset‟s recoverable amount since the last impairment loss was recognised. The 

reversal is limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceeds the carrying 

amount that would have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior 

years. Such reversal is recognised in the consolidated statement of income. 

 

Impairment losses relating to goodwill cannot be reversed in future periods. 

 

 

Income recognition 

Interest income, as well as fees which are considered an integral part of the effective yield of a financial asset, are recognised 

using the effective yield method, unless recoverability is in doubt.  The recognition of interest income is suspended when loans 

become impaired.   

 

Notional interest is recognised on impaired loans and other financial assets based on the rate used to discount future cash flows 

to their net present value.  Other fees receivable are recognised as the services are provided.  Dividend income is recognised 

when the right to receive payment is established. 

 

 

Provisions  

Provision is made for amounts payable to employees in accordance with statutory and contractual obligations and other benefit 

plans approved by the Group. These amounts are included in payables and other credit balances. 

 

Other provisions are recognised when the Group has a present obligation (constructive or legal) arising from a past event and the 

rights to settle the obligation are both probable and able to be reliably measured. 

 

 

Derivative financial instruments 

Derivative financial instruments are initially recognised at fair value on the date the derivative contract is entered into and are 

subsequently re-measured at fair value.  Derivatives are carried as assets when the fair value is positive and as liabilities when 

the fair value is negative. Any gains or losses arising from changes in fair value on derivatives during the year are taken directly 

to the statement of income. 
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2. SIGNIFICANT ACCOUNTING POLICIES - continued 

 

Repurchase and resale agreements 

Securities purchased under agreements to resell (reverse repurchase agreements) and securities sold under agreements to 

repurchase (repurchase agreements) are treated as collateralized financing transactions. These transactions are conducted under 

standard agreements employed by financial market participants and are undertaken with counterparties subject to the Group‟s 

normal credit risk control processes. In reverse repurchase agreements, the cash delivered is derecognised and a corresponding 

receivable, including accrued interest, is recorded in the statement of financial position line Receivables and other debit 

balances, recognizing the Group‟s right to receive it back. In repurchase agreements, the cash received, including accrued 

interest, is recognised on the statement of financial position with a corresponding obligation to return it (Payables and other 

credit balances). Securities received under reverse repurchase agreements and securities delivered under repurchase agreements 

are not recognised on or derecognised from the statement of financial position, unless the risks and rewards of ownership are 

obtained or relinquished. 

 

Share-based payment transactions  

Certain employees (including senior executives) of the Group receive remuneration in the form of share-based payment 

transactions, whereby employees render services as consideration for equity instruments (“equity-settled transactions”). 

 

Equity –settled transactions 

The cost of equity-settled transactions with employees is measured by reference to the fair value at the date on which they are 

granted. The fair value is determined by using an appropriate pricing model, further details of which are given in note 19. 

 

The cost of equity-settled transactions is recognised, together with a corresponding increase in equity, over the period in which 

the service conditions are fulfilled, ending on the date on which the relevant employees become fully entitled to the award (“the 

vesting date”). The cumulative expense recognised for equity-settled transactions at each reporting date until the vesting date 

reflects the extent to which the vesting period has expired and the Group‟s best estimate of the number of equity instruments that 

will ultimately vest. The statement of income charge or credit for a period is recorded in “employee salaries and fringe benefits” 

and represents the movement in the cumulative expense recognised at the beginning and end of that period. No expense is 

recognised for awards that do not ultimately vest. 

 

Employees’ end of service benefits  

The Group provides end of service benefits to its expatriate employees.  The entitlement to these benefits is based upon the 

employees‟ final salary and length of service, subject to the completion of a minimum service period.  The expected costs of 

these benefits are accrued over the period of employment.  

 

With respect to its national employees, the company makes contributions to UAE General Pension and Social Security Authority 

in accordance with the UAE Federal Law No (7), 1999 for Pension and Social Security. The Company‟s obligations are limited 

to these contributions, which are expensed when due.  

 

Foreign currency translation  

Items included in the financial statements of each of the Group's entities are measured using the currency of the primary 

economic environment in which the entity operates ("the functional currency"). The consolidated financial statements are 

presented in UAE Dirhams which is SHUAA Capital's functional and presentational currency. 

 

Monetary assets and liabilities held at the reporting date and denominated in foreign currencies are translated into the functional 

currency at exchange rates prevailing as at the reporting date.  The resulting exchange differences are taken to the consolidated 

income statement.   

 

On consolidation, assets and liabilities of subsidiaries are translated at rates of exchange prevailing as at the reporting date and 

the results of their operations are translated at the average rates of exchange for the year.  The exchange differences arising on 

consolidation and equity accounting are taken to other comprehensive income.   

 

On disposal of a foreign entity, the deferred cumulative amount recognised in other comprehensive income and accumulated in 

the separate component of equity relating to that particular foreign operation is recognised in the consolidated income statement 

as part of the gain or loss on sale. 

 

Cash and cash equivalents 

Cash and cash equivalents consist of cash and short term investments in money market instruments maturing within 90 days of 

the reporting date. 

 

Treasury shares 

Own equity instruments which are acquired (treasury shares) are deducted from equity and accounted for at weighted average 

cost. No gain or loss is recognised in the income statement on the purchase, sale, issue or cancellation of the Group‟s own equity 

instruments. 
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3. FAIR VALUE OF FINANCIAL INSTRUMENTS 

 

The Group uses the following hierarchy for determining and disclosing the fair value of financial instruments by valuation 

technique: 

 Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;  

 Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are observable, 

either directly or indirectly; and  

 Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not based on 

observable market data.  

 

The following table shows an analysis of financial assets recorded at fair value by level of the fair value hierarchy: 

 

 

 

 

Financial assets recorded at fair value: 

The following is a description of the determination of fair value for financial instruments which are recorded at fair value using 

valuation techniques. These incorporate the Group‟s estimate of assumptions that a market participant would make when valuing 

the instruments.  

 

Investments held at fair value through profit and loss  

Investments held at fair value through profit and loss are valued using market prices in active markets or valuation techniques 

which incorporate data which is both observable and non-observable. This category includes quoted funds and unquoted private 

equity funds which invest in underlying assets which are in turn valued based on both observable and non-observable data. 

Observable inputs include market prices (from active markets), foreign exchange rates and movements in stock market indices; 

unobservable inputs include assumptions regarding expected future financial performance, discount rates and market liquidity 

discounts.  

 

Investments available for sale  

Available for sale financial assets are valued using valuation techniques or pricing models and consist of quoted equities, 

unquoted equities and unquoted private equity funds. These assets are valued using models which incorporate data which is both 

observable and non-observable. The non-observable inputs to the models include assumptions regarding the future financial 

performance of the investee, its risk profile and economic assumptions regarding the industry and geographical jurisdiction in 

which the investee operates.  

 

Transfers between level 1 and level 2  

During the year there were no transfers between level 1 and level 2 of the fair value hierarchy for financial assets which are 

recorded at fair value. 

 31 December 2010 

 Level 1 Level 2 Level 3 Total 
     

Investments in SHUAA managed funds     

Held at fair value through profit and loss -  88,683  -  88,683  

Available for sale -  -  16,306  16,306  

Other investments     

Held at fair value through profit and loss 29,124  114,299  13,051 156,474  

Available for sale 34,184 15,427  90,822  140,433  

 63,308 218,409  120,179  401,896  

 31 December 2009 

 Level 1 Level 2 Level 3 Total 
     

Investments in SHUAA managed funds     

Held at fair value through profit and loss -  96,799  - 96,799  

Available for sale -  16,776   45,352  62,128  

Other investments     

Held at fair value through profit and loss 56,232  66,469   196,063  318,764  

Available for sale  1,464   28,147   130,368  159,979  

  57,696   208,191   371,783  637,670  
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3. FAIR VALUE OF FINANCIAL INSTRUMENTS - continued 

 

Movements in level 3 financial assets measured at fair value 

During the year, the Group transferred a financial instrument from level 3 to level 2 of the fair value hierarchy. The carrying 

amount of the asset transferred was 77,119. The reason for the transfer from level 3 to level 2 was that observable market data, 

used for the valuation of the asset, became available.  

 

The following table shows a reconciliation of the opening and closing balance of level 3 financial assets which are recorded at 

fair value: 

 

 31 December 2010 

 

Balance at  

1 January 

2010 

Gain/(loss) 

through 

P&L 

Gain/(loss) 

through 

equity Purchases 

Sales 

/reclassifi-

cation 

Transfers 

from/(to) 

levels 1 &2 

Balance at 

31 December 

2010 
        

Investments in SHUAA managed funds       

Available for sale 45,352  (8,273) 11,680  -  (32,453) -  16,306  

Other investments        

Held at fair value through 

profit and loss 
196,063  (7,957)  -   -  (97,936) (77,119) 13,051  

Available for sale 130,368  (12,717) 9,457 8,407  (44,693) -  90,822  

 371,783  (28,947) 21,137  8,407  (175,082) (77,119) 120,179  

 

 

 31 December 2009 

 

Balance at  

1 January 

2009 

Gain/(loss) 

through 

P&L 

Gain/(loss) 

through 

equity Purchases Sales 

Transfers 

from/(to) 

levels 1 &2 

Balance at 

31 December 

2009 
        

Investments in SHUAA managed funds       

Available for sale 37,198  (954) 658  8,450  -  -  45,352  

Other investments        

Held at fair value through 

profit and loss 
275,324  (75,309) -  10,786  -   (14,738) 196,063  

Available for sale 179,075  (3,401) (11,542) 6,907  (40,671) -   130,368 

 491,597  (79,664) (10,884) 26,143  (40,671) (14,738) 371,783  

 

 

Gains and losses on level 3 financial instruments included in the consolidated statement of income for the year are detailed as 

follows: 

 

 31 December 

2010 

 31 December 

2009 

Investments in SHUAA managed funds    

Realised losses (8,273)  -  

Unrealised losses -   (954) 

Other investments    

Realised (losses)/gains (12,055)  4,113 

Unrealised losses (8,613)  (82,823) 

 (28,941)  (79,664) 
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3. FAIR VALUE OF FINANCIAL INSTRUMENTS - continued 

 

Impact on fair value of level 3 financial assets measured at fair value of changes to key assumptions 

The following table shows the impact on the fair value of level 3 instruments of using reasonably possible alternative 

assumptions by class of instrument: 

 

 
31 December 2010 

 
31 December 2009 

 

Carrying 

 amount 

Effect of reasonably 

possible alternative 

assumptions 

 

Carrying 

 amount 

Effect of reasonably 

possible alternative 

assumptions 

Investments in SHUAA managed funds        

Available for sale 16,306   3,261   45,352  12,013 

Other investments        

Held at fair value through profit and loss 13,051   3,263   196,063  21,798 

Available for sale 90,822   18,164   130,368   28,155 

 120,179   24,688   371,783   61,966 

 

In order to determine reasonably possible alternative assumptions the Group adjusted key unobservable models inputs as 

follows: 

 For debt securities, the Group adjusted the probability of default and loss given default assumptions by increasing and 

decreasing the fair value of the instrument by 25%. 

 For fund investments, the Group adjusted the liquidity discount rate assumptions used in the valuation model within a range 

of reasonably possible alternatives. The extent of the adjustment varied according to the characteristics of each investment. 

 

The following is a comparison, by class, of the carrying amounts and fair values of the Group‟s financial instruments that are not 

carried at fair value in the financial statements. This table does not include the fair values of non-financial assets and non-

financial liabilities.  

 

 
31 December 2010 

 
31 December 2009 

 Carrying 

 amount 

 Total  

fair value 

 Carrying 

 amount 

 Total  

fair value 

Financial assets        

Cash and deposits with banks  397,149   397,149   543,459  543,459 

Receivables and other debit balances 24,964  24,964  101,034  101,034 

Installment credits, loans and advances  605,295   605,295   810,698   810,698  

Investments in SHUAA managed funds   65,442   65,442   16,383  16,383 

Investments in third party associates  186,677   186,677   461,266   461,266  

Other investments held to maturity  80,917   92,499   81,208   52,891 

 1,360,444   1,372,026  2,014,048  1,985,731 

Financial liabilities        

Due to banks  133,931   133,931   423,697  423,697 

Payables and other credit balances 128,920  128,920  416,211  416,211 

Medium term debt  143,958    143,958   59,566   59,566  

  406,809    406,809   899,474  899,474 
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4. FINANCIAL RISK MANAGEMENT  

 

Introduction 

The inherent risk relating to the Group‟s activities is managed through a process of ongoing identification, measurement and 

monitoring, subject to risk limits and other controls. The Group is exposed to credit risk, liquidity risk, market risk (comprising, 

interest rate risk, foreign exchange risk, and equity price risk) and subject to operational risk. 

 

Risk management structure 

The Board of Directors is ultimately responsible for identifying and controlling risk relating to the Group‟s activities and 

recognises the importance of managing risk in line with shareholder risk appetite.  

 

Authority to set Group-wide rules to manage credit, liquidity and market risk are delegated to the Governance Committees of the 

Group and to each subsidiary, however enterprise wide risk is monitored, by the group Risk Committee who ensure that Group 

wide rules are adhered to.  

 

Credit risk 

Credit risk, or the risk of loss due to default on payment, is controlled by the application of credit approvals and monitoring 

procedures. Rules to limit exposure to credit risk are set by the Board of Directors and authority is delegated to the Governance 

Committees to set rules by business and strategy. On a daily basis, the overall limits, authorisation, concentration and collateral 

requirements are independently monitored and managed by Group Risk Management. 

 

The Group Risk Committee regularly reviews the status of receivables and exposures and provisions and mitigation steps are 

approved for any balances considered doubtful. 

 

Maximum exposure to credit risk 

The maximum exposure to credit risk for the components of the statement of financial position, before considering collateral or 

other credit enhancement, is shown below: 

 

 Gross maximum 

exposure 

31 Dec 2010 

 Gross maximum 

exposure 

31 Dec 2009 

    

Cash and deposits with banks  397,149   543,459  

Receivables and other debit balances  39,279   109,186  

Installment credits, loans and advances 605,295  810,698  

Other investments    

Held at fair value through profit and loss  24,841   45,009 

Investments held to maturity 80,917  81,208 

Total 1,147,481  1,589,560 

    
Contingent liabilities 45,094  255,872 

Commitments 162,790  357,880 

    
Total  207,884  613,752 

    

Total credit risk exposure 1,355,365   2,203,312 
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4. FINANCIAL RISK MANAGEMENT - continued 

 

The Group's assets, before considering collateral held or other credit enhancements can be analysed by the following 

geographical regions:  

 

 

UAE 

GCC 

Other 

MENA 

Other 

North 

America Europe  

Asia 

Other Total 

Cash and deposits with banks  375,461   3,236   7,863   5,889   4,700  -   397,149  

Receivables and other debit balances  30,257   2,872   5,707   -  428  15   39,279  

Installment credits, loans and advances  470,391   94,488   40,416   -   -  -   605,295  

Investments in SHUAA managed funds   53,090   90,077   27,264   -   -  -   170,431  

Investments in third party associates  105,826   80,851   -   -   -  -   186,677  

Other investments  96,152   148,313   5,105   13,565   11,659  103,030   377,824  

Fixed assets  34,318   3,548   4,041   -   -  -   41,907  

Goodwill  103,794   -   -   -   -  -   103,794  

Total Assets - 31 December 2010 1,269,289 423,385 90,396 19,454 16,787 103,045 1,922,356 

        

Total Assets - 31 December 2009 1,627,756   810,663  155,527   70,437  74,937  110,382   2,849,702  

 

Collateral and other credit enhancements  

The amount and type of collateral depends on an assessment of the credit risk of the counterparty. The types of collateral mainly 

include cash, liquid securities, mortgages on vehicles and private equity holdings. 

 

Management monitors the market value of collateral, requests additional collateral in accordance with the underlying agreement, 

and monitors the market value of collateral obtained during its review of the adequacy of the allowance for impairment losses. 

The Group also makes use of master netting agreements with counterparties. 
 

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

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

 

 31 December 2010 

 Neither past due nor impaired Past due or 

individually 

impaired 

Grand 

Total 

 High  

grade 

Standard 

grade Total 

Cash and deposits with banks 397,149  -   397,149  -   397,149  

Receivables and other debit balances -   39,279   39,279  -   39,279  

Installment credits, loans and advances -   611,014   611,014  83,698   694,712  

Other investments -  73,398 73,398 32,360 105,758 

 397,149   723,691  1,120,840  116,058  1,236,898  

 

 

 31 December 2009 

 Neither past due nor impaired Past due or 

individually 

impaired 

Grand 

Total 

 High  

grade 

Standard 

grade Total 

Cash and deposits with banks 543,459 - 543,459 - 543,459 

Receivables and other debit balances - 109,186 109,186 - 109,186 

Installment credits, loans and advances - 721,237  721,237  126,789 848,026 

Other investments - 72,025 72,025 54,192 126,217 

 543,459   902,448  1,445,907  180,981  1,626,888  

 

It is the Group‟s policy to maintain accurate and consistent risk ratings across the credit portfolio. This facilitates focused 

management of the applicable risks and the comparison of credit exposures across all lines of business, geographic regions and 

products. The rating system is supported by a variety of financial analytics, combined with processed market information to 

provide the main inputs for the measurement of counterparty risk. All internal risk ratings are tailored to the various categories 

and are derived in accordance with the Group‟s rating policy. The attributable risk ratings are assessed and updated regularly. 

High grade assets represent all cash assets and standard grade are assets which have not defaulted during the term of the facility.  
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4. FINANCIAL RISK MANAGEMENT - continued 
 

Ageing analysis of past due but not impaired loans per class of financial assets is shown below: 

  

 31 December 2010 

 Less than 31 

days 

31 to 90 days 91 to 180 

days 

More than 

180 days 

Total 

      

Installment credits, loans and advances  12,554   24,102   9,847   30,701   77,204  

 

 31 December 2009 

 Less than 31 

days 

31 to 90 days 91 to 180 

days 

More than 

180 days 

Total 

      

Installment credits, loans and advances 21,648 63,947 18,363 - 103,958 

 

 

Liquidity risk 

Liquidity risk is the risk that the Group will be unable to meet its liabilities when they fall due. To limit this risk, management 

has arranged diversified funding sources, managed assets with liquidity in mind and monitored liquidity on a daily basis.  

 

The Group‟s approach aims to always have sufficient liquidity to meet its liabilities when due, without incurring unacceptable 

losses and without materially affecting the return on capital. The Group Assets and Liabilities Committee sets minimum liquidity 

ratios and cash balance requirements. The Group collates the projected cash flow and liquidity profiles of its financial assets and 

liabilities. It maintains a portfolio of short-term liquid assets to cover requirements, largely consisting of short-term liquid 

placements with financial institutions. 

 

The three primary measures of liquidity used by the Group are, stock of liquid assets, surplus cash capital and net funding 

requirement. Liquid assets include cash and cash equivalents, including marketable securities. Cash capital is defined as the 

aggregate of the Group's capital base, intra-group liabilities maturing later than 12 months and any undrawn committed facilities 

by the Group. Cash capital is used to fund long term funding requirements including investment in associates, investment 

securities and fixed assets. Net funding requirement is the liquid assets necessary to fund the cash obligations and commitments. 

 

The maturity profile of assets and liabilities as of 31 December 2010, determined on the basis of the remaining contractual 

maturity. Where assets have no contractual maturity date (*) management have made an estimate of the maturity date based on 

the liquidity of the asset and their intention. 

 

 

Less than 

3 Months 

3-12 

Months 

Sub total 

Less than  
a year 1-5 Years 

Over 

 5 years 

Grand 

total 

Cash and deposits with banks  354,052   43,097   397,149  -   -   397,149  

Receivables and other debit balances  9,950   27,462   37,412   1,867   -   39,279  

Installment credits, loans and advances  315,230   190,048   505,278   100,017   -   605,295  

Investments in SHUAA managed funds*  -   16,306   16,306   154,125   -   170,431  

Investments in third party associates*  -   156,697   156,697   29,980   -   186,677  

Other investments*  107,628   96,609   204,237   173,587   -   377,824  

Fixed assets*  -   -   -   41,907   -   41,907  

Goodwill*  -   -   -  -   103,794   103,794  

Total Assets  786,860   530,219  1,317,079   501,483   103,794  1,922,356  

       

Due to banks  30,388   103,543   133,931  -   -   133,931  

Payables and other credit balances  120,663   34,625   155,288   14,380   -   169,668  

Medium-term debt  -   -   -   143,958   -   143,958  

Equity  -   -   -  -  1,474,799  1,474,799  

Total Liabilities and Equity  151,051   138,168   289,219   158,338  1,474,799  1,922,356  

Net liquidity gap  635,809   392,051  1,027,860   343,145   (1,371,005)  -  

Cumulative liquidity gap  635,809  1,027,860  1,027,860  1,371,005   -    
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4. FINANCIAL RISK MANAGEMENT - continued 

 

The maturity profile of assets and liabilities as of 31 December 2009 was as follows: 

 

 

Less than 

3 Months 

3-12 

Months 

Sub total 

Less than  
a year 1-5 Years 

Over 

 5 years 

Grand 

total 

Cash and deposits with banks 543,459   -  543,459   -   -  543,459  

Receivables and other debit balances 24,402  49,708  74,110  35,076   -  109,186  

Installment credits, loans and advances 338,779  384,807  723,586  87,112   -  810,698  

Investments in SHUAA managed funds* 40,824  103,389  144,213  31,097   -  175,310  

Investments in third party associates*  127,714  202,015  329,729  131,537  -  461,266  

Other investments* 81,572  179,329  260,901  299,050   -  559,951  

Fixed assets* -  -  -  46,793  -  46,793  

Goodwill*  -   -  -   -  143,039  143,039  

Total Assets  1,156,750  919,248   2,075,998  630,665  143,039   2,849,702  

       

Due to banks 140,419  283,278  423,697   -   -  423,697  

Payables and other credit balances 227,573  432,578  660,151   8,329   -  668,480  

Medium-term debt  -   -  -  59,566   -  59,566  

Equity  -   -  -   -   1,697,959   1,697,959  

Total Liabilities and Equity 367,992  715,856   1,083,848  67,895   1,697,959   2,849,702  

Net liquidity gap 788,758  203,392  992,150  562,770   (1,554,920)  -  

Cumulative liquidity gap 788,758  992,150  992,150   1,554,920   -    

 

 

The Group's financial liabilities including interest to be paid based on contractual undiscounted repayment obligations are as 

follows: 

 

 31 December 2010 

 Less than  

3 months 

3 to 12  

months 

 1 to 5 

years 

 

Total 

Due to banks   30,686   107,131  -   137,817  

Trade and other credit payables  -  6,070  -   6,070   

Medium term debt  -  - 157,470   157,470   

Total   30,686   113,201  157,470   301,357  

 

 

 31 December 2009 

 Less than  

3 months 

3 to 12  

months 

 1 to 5 

years 

 

Total 

Due to banks  142,651 292,173 - 434,824  

Trade and other credit payables  50,822 189,242 5,919 245,983  

Medium term debt  - - 70,059 70,059  

Total  193,473 481,415 75,978 750,866  

 

 

Contractual expiry by maturity of the Group's contingent liabilities and commitments are shown below: 

 

 31 December 2010 

 Less than 

3 months 

3-12 

Months  1 to 5 years 

Over 

5 years 

 

Total 

Contingent liabilities -  45,094  -  -  45,094  

Commitments -  33,003  129,787  -  162,790  

Total  -  78,097  129,787  -  207,884  
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4. FINANCIAL RISK MANAGEMENT - continued 

 

 31 December 2009 

 Less than 

3 months 

3-12 

Months  1 to 5 years 

Over 

5 years 

 

Total 

Contingent liabilities 211,557 44,315  - -  255,872  

Commitments  - 33,003 324,877 - 357,880  

Total  211,557 77,318 324,877 - 613,752  

 

The Group expects that not all of the contingent liabilities or commitments will be drawn. 

 

 

Market risk 

Market risk is the risk that the fair value or future cash flows of financial instruments will fluctuate due to changes in market 

variables such as interest rates, foreign exchange rates, and equity prices. The Group faces market risk due to taking positions 

that are exposed to interest rate, credit spread, currency and equity price movements.  

 

The Board of Directors approves the investment guidelines to limit the Group's exposure to market risk. Within these guidelines 

the Investment Committee sets performance targets and allocates risk and capital enterprise wide and approves investment rules 

for each business or strategy. Group Risk Management monitors independently the level of market risk on a daily basis against 

the investment rules at each level of the company. Any issues or excessive exposures are resolved immediately and reported to 

the Investment Committee to determine if further action is required. Also, the Investment Committee decides whether any 

enterprise wide hedging is required to mitigate any material Group wide exposures. 

 

Interest rate risk 

Interest rate risk arises from the possibility that changes in interest rates will affect future cash flows or the fair values of 

financial instruments. The following table demonstrates the sensitivity to a reasonable change in interest rates, with all other 

variables held constant, of the Group‟s consolidated income statement.  

 

Currency Increase in basis 

points 

 

Sensitivity of net interest 

income 

31 December 2010 

 

Sensitivity of net interest 

income 

31 December 2009 

 

AED 25 95 462 

USD 25 171 (608) 

    

 

 

The sensitivity of the consolidated income statement is the effect of the assumed changes in interest rates on the net interest 

income for one year, based on the floating rate non-trading financial assets and financial liabilities held at 31 December 2010, 

including the effect of hedging instruments.  

 

There is no impact on the Group equity, other than the implied effect on profits. 

 

Foreign exchange risk 

Foreign exchange risk is the risk that the value of financial instruments will fluctuate due to changes in foreign exchange rates.  

 

The Group has exposure in foreign currencies as a result of its geographically diversified operations which is monitored by 

management in adherence with internal guidelines. 
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4. FINANCIAL RISK MANAGEMENT - continued 

 

The table below indicates the currencies to which the Group had significant exposure at 31 December 2010. The analysis 

indicates the effect on profit and equity of an assumed 1% strengthening in the UAE Dirham value against other currencies from 

levels applicable at 31st December 2010, with all other variables held constant. A negative amount in the table reflects a potential 

net reduction in profit or equity, whereas a positive amount reflects a net potential increase. 

 

  31 December 2010 31 December 2009 

 
% Change in 

Currency rate 

Effect on 

profit 

Effect on 

equity  

Effect on 

profit 

Effect on 

equity 

Currency  AED ‘000 AED ‘000 AED ‘000 AED ‘000 

US Dollar +1 (1,644) (801) (3,082) (804) 

Qatari Riyal +1 (961) (801) (1,641) (1,264) 

Saudi Riyal +1 (405) (886) (30) (1,098) 

Jordanian Dinar +1 (61) (219) (56) (520) 

Kuwaiti Dinar +1 (21) (327) (30) (2,000) 

Egyptian Pound +1 (6) (51) (13) (188) 

Indian Rupee +1 - (828) (356) (645) 

Syrian Pound +1 - (270) - (166) 

 

 

Equity price risk 

Equity price risk is the risk that the fair values of securities decrease as the result of changes in market values. The effect of 

equity price risk on the Group with all other variables held constant, is as follows: 

 

  31 December 2010 31 December 2009 

 % Change in Effect on Effect on Effect on Effect on 

 equity price profit equity profit equity 

  AED ‘000 AED ‘000 AED ‘000 AED ‘000 

Quoted Equities      

Kuwait Stock Exchange -5 (1,650) -  - -  

NASDAQ Dubai -5 (729) -  (1,444) -  

KSA Stock Exchange -5 (428) -  (928) -  

DFM -5 (124) (57) (176) (71) 

Egypt Stock Exchange -5 (98) -  (15) -  

Doha Stock Exchange -5 (42) -  (119) -  

Oman Stock Exchange -5 (29) -  (1) -  

ADSM -5 (17) -  (148) -  

Beirut Stock Exchange -5 - -  (133) -  

Jordan Stock Exchange -5 - -  (35) -  

      

Unquoted Equities -5 - (11) (1,037) (5,743) 

      

Funds -5 (12,293) (3,822) (14,494) (8,289) 

Bonds -5 (1,242) -  (2,250) -  

 

 

Operational risk 

Operational risk is the risk of loss resulting from systems failure, human error, fraud or external events. Authority is delegated by 

the Board of Directors to set the Group wide operational policies to manage the risk and control environment and meet the 

expectations of the Board of Directors and shareholders. 

 
Group Risk Management use a risk and control framework to identify, measure, manage and monitor risk throughout the Group 

and ensure adherence to Group wide policies. 
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4. FINANCIAL RISK MANAGEMENT - continued 

 

Capital risk management 

The primary objective of the Group's capital management is to ensure that the Group maintains strong and healthy capital 

structure, in order to support its business and to maximise shareholders' return.  

 

The Group‟s policy is to maintain a strong capital base well above the minimum requirements to maintain investor, creditor and 

market confidence and to sustain future development of the business. 

 

The capital structure of the Group in terms of the gearing ratio is as shown below: 

 

 31 December 

2010 

 31 December 

2009 

    

Total borrowings  283,959   666,913 

Total equity 1,474,799   1,697,959 

Total capital 1,758,758   2,364,872 

Gearing ratio 16.1%  28.2% 

 

 

5. CASH AND DEPOSITS WITH BANKS 

 

Cash and deposits with banks include a fixed deposit of 43,097 with a local bank, which is held as collateral for a Central Bank 

guarantee. 

 

 

6. RECEIVABLES AND OTHER DEBIT BALANCES 

 

 31 December 

2010 

 31 December 

2009 

    

Client related receivables 12,755  9,620 

Advances for staff programs 6,517  9,477 

Receivable against settlement of trades 539  6,068 

Amounts due from related parties 323  30,720 

Advance against property under construction -   32,997 

Other receivables 19,145  20,304 

 39,279  109,186 

 

 
7. INSTALLMENT CREDITS, LOANS AND ADVANCES 

 

Installment credits, loans and advances comprise the following: 

 

 31 December 

2010 

 31 December 

2009 

    

Installment credits 221,622  392,275 

Loans and advances 148,191  112,404 

Due from clients 235,482  306,019 

 605,295  810,698 
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7. INSTALLMENT CREDITS, LOANS AND ADVANCES  continued 

 

(a) Installment credits  

 

 31 December 

2010 

 31 December 

2009 

    

Total installment credits 296,135  475,596  

Cumulative provision for impairment  (29,621)  (33,816) 

Interest in suspense (4,940)  (2,129) 

Unearned income on installment credits (39,952)  (47,376) 

 221,622   392,275  

 

The movement in cumulative provision for impairment of instalment credits during the year is as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Balance, beginning of the year  (33,816)  (21,233) 

Provision made during the year (10,386)  (19,633) 

 (44,202)  (40,866) 

      

Less: recoveries made against the provision during the year 10,271   4,906 

Less: write offs 4,310   2,144  

Balance, end of the year (29,621)  (33,816) 

 

The cumulative provision for impairment represents management‟s best estimate of potential losses in the instalments credits as 

at the reporting date. 

 

(b) Loans and advances 

 

 31 December 

2010 

 31 December 

2009 

    

Loans 163,139   117,456  

      

Cumulative provision for impairment  (2,115)  (1,347) 

Interest in suspense (1,362)  (36) 

Unearned interest (11,471)  (3,669)  

 148,191   112,404  

 

The movement in cumulative provision for impairment of loans and advances during the year is as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Balance, beginning of the year  (1,347)  (5,707) 

Provision made during the year (1,524)  (917) 

 (2,871)  (6,624) 

      

Less: recoveries made against the provision during the year 256   403  

Less: write offs 500   4,874  

Balance, end of the year (2,115)  (1,347) 

 

The cumulative provision for impairment represents management‟s best estimate of potential losses in the loans and advances as 

at the reporting date. 
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7. INSTALLMENT CREDITS, LOANS AND ADVANCES  continued 

 

(c) Due from clients 

 

The Group extends margins to clients for the purpose of trading in quoted securities. These advances are short term in nature and 

are secured by the underlying securities held in custody by the Group. As at 31 December 2010, these underlying securities were 

valued at 1,010,920. Provisions are made for the uncovered portion of margins as required. As at the end of the year the 

cumulative provision was 51,379 (31 December 2009 – 41,580). 

 

 

8. INVESTMENTS IN SHUAA MANAGED FUNDS  

 

Investments in SHUAA managed funds consist of the following: 

 31 December 

2010  

31 December 

2009 

    

Held at fair value through profit and loss 88,683  96,799 

Available for sale 16,306  62,128 

Associates 65,442  16,383 

 170,431  175,310 

 

Associates 

The Group owns 23.7% of SHUAA Hospitality Fund I L.P., a closed ended private equity investment Fund registered as an 

exempted limited partnership in the Cayman Islands. The principal purpose of the Fund is to undertake direct or indirect 

investments in hospitality development projects and existing hospitality properties to be managed by Rotana Hotel Management 

Corporation LLC in the MENA region. As a consequence of cross investment holdings by the fund the Group indirectly owns 

23.8% of SHUAA Saudi Hospitality Fund, an open ended investment Fund regulated by the Capital Markets Authority in Saudi 

Arabia. The principal purpose of the SHUAA Saudi Hospitality Fund is to achieve long term capital growth through investing in 

hospitality related real estate in the Kingdom of Saudi Arabia. 

 

The Group owns 35.5% of Frontier Opportunities Fund I L.P., a closed ended private equity investment Fund registered as an 

exempted limited partnership in the Cayman Islands. The principal purpose of the Fund is to undertake direct or indirect 

investments in Syria, Lebanon and Jordan.  

 

The Group‟s share of these associates‟ assets, liabilities and revenues for the year are as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Assets 92,385   16,398 

Liabilities (10,290)  (24) 

Net assets 82,095   16,374 

    

Revenues  12,056   315 

 

 

9. INVESTMENTS IN THIRD PARTY ASSOCIATES 

 
The Group has the following investments in third party associates: 

 

 31 December 

2010  

31 December 

2009 

    

U.A.E. 105,826  131,537 

Other G.C.C. 80,851  329,729 

 186,677   461,266  
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9. INVESTMENTS IN THIRD PARTY ASSOCIATES  continued 

 

City Engineering LLC  

The Group owns 40.0% of City Engineering LLC, a limited liability company based in Sharjah and engaged in construction 

contracting. The recoverable amount of this asset has been determined based on equity accounting net of impairment provision. 

As a result of this analysis management have recognised an impairment charge of 25,711. 

 

Septech Holding Limited  

Septech Holding Limited is a limited liability company, incorporated in Cayman Islands and based in Sharjah, engaged in 

wastewater, water, marina and related infrastructure products and services. The Group owns 49.0% of Septech Holding Limited. 

 

AlKout 

AlKout Industrial Projects Company is a joint stock company listed on the Kuwait stock exchange. During the period, the Group 

sold its entire 48.7% stake in AlKout for 194,996 realising a loss in 2010 of 1,218. 

 

Amwal 

The Group owns 46.7% of Amwal, a Qatari closed shareholding company licensed by the Central Bank of Qatar to conduct 

investment banking and asset management activities in Qatar. The planned sale of the Group‟s stake in Amwal did not complete 

as scheduled in the first quarter of 2010. The Group continues to explore all options to realise its investment in Amwal in the 

near future. During the period, the Group received 28,246 in dividends from this investment. The recoverable amount of this 

asset has been determined based on equity accounting net of impairment provision. As a result of the analysis management have 

recognised an impairment charge of 8,983. 

 

 1 January 2010 to  

31 December 2010 

 1 January 2009 to  

31 December 2009 

 (12 months)  (12 months) 

    

Balance, beginning of year 461,266   900,689  

Additions during the year -    9  

Adjustment of acquisition price -   (35,073) 

Capital refund -   (17,160) 

Sale of associates during the year (196,214)  (106,687) 

Share of results of associates (15,177)  (20,188) 

Impairment charges recognised (34,694)  (261,684) 

Share of other comprehensive income of associates 5,549   13,099  

Dividends received (28,275)   -  

Translation reserve (5,778)  (11,739) 

Balance, end of the year 186,677   461,266  

 

The Group‟s share of these associates‟ assets, liabilities and revenues for the year are as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Assets 287,869   465,371  

Liabilities (128,810)   (163,414)  

Net assets 159,059  301,957  

    

Revenues  95,827   159,527  

 

 

10. OTHER INVESTMENTS  

 
Other investments comprise the following: 

 31 December 

2010  

31 December 

2009 

    

Investment securities held at fair value through profit and loss 156,474  318,764 

Investments available for sale 140,433  159,979 

Investments held to maturity 80,917  81,208 

 377,824   559,951  
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10. OTHER INVESTMENTS  continued 

 
a) Investment securities held at fair value through profit and loss  

 
Investment securities held at fair value through profit and loss comprise the following: 

 

 31 December 

2010  

31 December 

2009 

Fund investments    

 Quoted 24,576  44,442 

 Unquoted 77,756  148,643 

Equity securities    

 Quoted 29,302  59,074 

 Unquoted -   21,596 

Fixed income securities 24,840  45,009 

 156,474  318,764 

 

b) Investments available for sale 

 
Investments available for sale comprise the following: 

 31 December 

2010  

31 December 

2009 

    

Quoted direct equity investments 34,183  1,463 

Unquoted direct equity investments -   57,283 

Unquoted fund investments 106,250  101,233 

 140,433   159,979  

 
c) Investments held to maturity 

 
Investments held to maturity comprise the following: 

 31 December 

2010  

31 December 

2009 

    

Fixed income securities 80,917  81,208 

 80,917  81,208 

 

The quoted market value of fixed income securities held to maturity as of 31 December 2010 is 92,499 (31 December 2009  

52,891). 
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11. FIXED ASSETS 

 

 

 31 December 2010 

 

Furniture & 

leasehold 

improvements 

Office 

equipment 

Motor 

vehicles 

Land & 

buildings Total 

Gross value      

Balance at beginning of the year 35,243  25,631  2,380  18,583  81,837  

Additions 3,514  4,970  340   -  8,824  

Disposals (2,535) (1,309) (446)  -  (4,290) 

Balance at end of the year 36,222  29,292  2,274  18,583  86,371  

      

Accumulated depreciation      

Balance at beginning of the year 15,559  17,897  1,511  77  35,044  

Charge for the year 4,913  6,223  332  465  11,933  

Reversal of depreciation on disposal (944) (1,139) (430)  -  (2,513) 

Balance at end of the year 19,528 22,981  1,413  542  44,464  

      

Net book value      

Balance at end of the year 16,694 6,311  861  18,041  41,907  

 

 

 31 December 2009 

 

Furniture & 

leasehold 

improvements 

Office 

equipment 

Motor 

vehicles 

Land & 

buildings Total 

Gross value      

Balance at beginning of the year 35,695  22,383  2,301  -   60,379  

Additions 6,727  1,852   161  18,583  27,323  

Disposals (4,259) (1,404) (202) -   (5,865) 

Reclassifications (2,920) 2,800   120  -   -   

Balance at end of the year 35,243  25,631  2,380  18,583  81,837  

      

Accumulated depreciation      

Balance at beginning of the year 12,050  12,876 1,210  -   26,136  

Charge for the year 6,124  4,957   440  77  11,598  

Reversal of depreciation on disposal (1,616) (816) (258) -   (2,690) 

Reclassifications (999)  880   119  -   -   

Balance at end of the year 15,559  17,897  1,511  77  35,044  

      

Net book value      

Balance at end of the year 19,684 7,734   869  18,506  46,793  
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12. GOODWILL 

 

Goodwill acquired through business combinations has been allocated to cash generating units as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

SHUAA Securities LLC 69,683  69,683 

Gulf Finance Corporation PJSC 34,111  34,111 

SHUAA Capital Saudi Arabia PJSC -   39,245 

 103,794   143,039  

 

The recoverable amount of these units has been determined based on value in use calculations, using cash flow projections based 

on financial budgets approved by senior management covering a five year period. The calculation of value in use is most 

sensitive to UAE and GCC gross domestic product, discount rates, market share and projected growth rates used to extrapolate 

cash flows beyond the budget period. 

 

The movement in goodwill during the year is as follows: 

 

 1 January 2010 to 

31 December 2010 

 1 January 2009 to 

31 December 2009 

    

Balance, beginning of year 143,039  95,200 

5% stake in SHUAA Securities LLC -   8,594 

39.6% stake in SHUAA Capital Saudi Arabia CJSC -   39,245 

Impairment of SHUAA Capital Saudi Arabia CJSC goodwill (39,245)  -  

Balance, end of year 103,794  143,039 

 

On 1 September 2009, the Group acquired an additional 39.6% of the voting shares of SHUAA Capital Saudi Arabia cjsc, taking 

its effective ownership to 99.6%. The transaction value amounted to 69,814. The book value of the net assets of SHUAA Capital 

Saudi Arabia cjsc at this date were 77,194 and the book value of the additional interest acquired was 30,569. The difference of 

39,245, between the transaction price and the book value of the interest acquired, was recognised as goodwill. 

 

The Group performed its annual impairment tests as at 31 December 2010. The recoverable amount of SHUAA Capital Saudi 

Arabia has been determined based on a value in use calculation using cash flow projections from financial budgets approved by 

senior management covering a five year period. The projected cash flows have been updated to reflect the anticipated demand 

for services. The discount rate applied to cash flow projections is 15% (2009: 15%) and cash flows beyond the five year period 

are extrapolated using 2% growth rate (2009: 2%). As a result of this analysis, management has recognised a full impairment 

charge of 39,245 against goodwill previously carried. 

 

Depressed levels of activity within regional financial markets have been the dominant feature of 2010, where liquidity remained 

tight and capital markets activity constrained. Ongoing economic uncertainty has been incorporated within projected cash flows 

of cash generating units by management, who have based projections on historical precedents. 

 

Management believes that no reasonably foreseeable changes in any of the key assumptions would cause the carrying value of 

the remaining units to exceed their recoverable amount.  

 

 

13. DUE TO BANKS 

 

Due to banks comprise borrowings obtained from commercial banks in the ordinary course of business against the Group‟s 

established credit lines with those banks. Amounts due to banks are repayable within twelve months. 

 

 31 December 

2010 

 31 December 

2009 

    

Bank overdrafts 4,436  153,176 

Term loans repayable within twelve months 129,495  270,521 

 133,931   423,697  
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13. DUE TO BANKS  continued 

 

The Group‟s banking facilities carry EBOR based floating interest rates plus a spread ranging between 3% and 5%.  

 

At 31 December 2010, letters of guarantee on behalf of the Group amounting to 155,723 (31 December 2009 – 232,881) had 

been provided by the Group‟s bankers. These guarantees are a standard mechanism used within the region‟s banking structures 

and financial exchanges to facilitate activities. It is anticipated that no material liabilities will arise from these guarantees. 

 

 

14. PAYABLES AND OTHER CREDIT BALANCES 

 

Payable and other credit balances comprise the following:  

 31 December 

2010 

 31 December 

2009 

    

Payable to clients 80,574  129,914 

Dividends payable 36,176  39,541 

Accruals 25,426  70,869 

End of service benefits 14,722  14,275 

Structured notes  6,070  190,951 

Payable against settlement of trades 3,199  2,604 

Provisions  600  156,643 

Other payables 2,901  20,932 

Payable against investments -  42,751 

 169,668  668,480 

 

 

15. MEDIUM TERM DEBT 

 

Medium term debt comprises the following: 

 31 December 

2010 

 31 December 

2009 

    

Term loans 143,958  59,566 

 143,958  59,566 

 

Included within medium term debt is 133,333, being the medium term component of a term loan from Abu Dhabi Commercial 

Bank P.J.S.C secured by a charge over certain of the Group‟s assets with a combined net asset value of at least 300,000. The 

total outstanding amount is 226,666 with 93,333 due in 2011 included in due to banks (note 13). 

 

 

16. SHARE CAPITAL 

 

Authorised, issued and fully paid share capital comprises 1,065,000,000 shares of UAE Dirham 1.00 per share (31 December 

2009 – 1,065,000,000 shares).  

 

 

17. TREASURY SHARES 

 

The Group held the following treasury shares at 31 December 2010: 

 

 31 December 

2010 

 31 December 

2009 

    

Number of treasury shares 3,500,000   3,500,000  

Treasury share as percentage of total shares in issue 0.3%  0.3% 

Cost of treasury shares 14,458   14,458  

Market value of treasury shares 4,305   5,215  

 

During the year, no treasury shares were bought or sold.  
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18. EMPLOYEE STOCK OPTION PLAN SHARES 

 

The following employee stock option plan shares were held in trust at 31 December 2010: 

 

 31 December 

2010 

 31 December 

2009 

    

Number of shares 31,598,004   19,561,391  

Shares as percentage of total shares in issue 3.0%  1.8% 

Cost of shares 86,603   78,196  

Market value of shares 38,866   29,146  

 

Movement in employee stock option plan shares was as follows: 

 Number of shares 

 1 January 2010 to  

31 December 2010 

 1 January 2009 to  

31 December 2009 

     

    

Balance at the beginning of the year 19,561,391   32,262,570  

Executed options (3,963,387)  (12,745,367) 

Acquired shares  16,000,000   44,188  

Balance at the end of the year 31,598,004   19,561,391  

 

 

19. STOCK OPTION PLAN 

 

Share options are granted to employees at the discretion of the Board within a framework approved by the shareholders of the 

Company. 

 

During the year, 25,425,000 options were issued to new and existing employees at a weighted average exercise price of AED 

1.39, vesting between one and three years after issue. The fair value of these options granted during the year was 8,041 (31 

December 2009 - 3,022). 

 

During the year the terms of 12,625,000 previously granted options were modified. The fair value of the modification made was 

3,859, which represents the difference between the fair value of the options before and after modification. The exercise price of 

these options was modified from a weighted average exercise price of AED 1.68 to AED 1.00 and the vesting dates of these 

options were extended by between forty and fifty-nine months. 

 

For the purpose of calculating the expense to be recognised in the consolidated income statement, the fair value of options 

granted and the fair value of the option modification have been determined using a Black-Scholes option model. The services 

received and a liability to pay for these services is recognised over the expected vesting period.  

 

The following table lists the assumptions used in the equity settled options model.  

  31 December 

2010 

31 December 

2009 

    

Dividend yield  3.9% 14.4% 

Expected volatility  58.1% 81.5% 

Risk free interest rate  2.2% 6.0% 

Expected average life of option (years)  3.21   1.46 

Weighted average strike price (AED)  1.23   1.06 

 

The expense recognised for employee services received during the year was 269 (31 December 2009 – 22,164). 

 

Outstanding options granted to employees as of 31 December 2010 comprised 33,725,000 shares (31 December 2009 – 

16,938,391) at an average exercise price of AED 1.26 per share (31 December 2009 – AED 1.46). The range of exercise prices 

for options outstanding at the end of the year was AED 1.00 to AED 4.00 (31 December 2009 – AED 0.00 to AED 4.00). 

During the year 5,138,391 (31 December 2009 – 16,832,145) options vested. 
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20. STATUTORY RESERVE 

 

As required by the UAE Company Law and the Company's articles of association, 10 % of the profit for the year is required to 

be transferred to statutory reserve.  The Company may resolve to discontinue such transfers when the reserve totals 50% of the 

paid up share capital. Such transfers have been discontinued as the reserve has exceeded 50% of the paid up share capital.  

 

This reserve is not available for distribution except as stipulated by the law. 

 

On 2 September 2009, 515,000,000 shares were issued to Dubai Banking Group pjsc based on agreed revised terms and in 

consideration for the extinguishment of the issued bond. These shares were issued at a conversion price of AED 2.91 per share. 

Share capital increased by 515,000 and the premium which arose on issue of 1,161,000 was added to the statutory reserve.  

 

The Company obtained the approval of the Securities and Commodities Authority to set off its excess statutory reserves against 

accumulated losses as of 31 December 2009. The excess of statutory reserve, which has been used to set off accumulated losses, 

being 985,845.  

 

This transaction was ratified by the shareholders at the Group‟s Annual General Meeting held on 18 April 2010. 

 

 1 January 2010 to  

31 December 2010 

 1 January 2009 to  

31 December 2009 

    

Balance, beginning of the year 1,714,140  553,140 

Movement during the year to set off accumulated losses (985,845)  -  

Premium on issue of new shares -   1,161,000 

Balance, end of the year 728,295  1,714,140 

 

This consolidated balance does not include statutory reserves held by subsidiaries which have an aggregate carrying value of 

40,250 (31 December 2009 – 40,050) and are eliminated on consolidation. Accordingly, net assets of the consolidated 

subsidiaries are subject to such reserve requirement. 

 

 

21. INVESTMENT REVALUATION RESERVE 

 

 1 January 2010 to  

31 December 2010 

 1 January 2009 to  

31 December 2009 

Available for sale investments    

Balance, beginning of the year (7,586)  (14,194) 

Realised during the year 6,932   1,778  

Net movement in fair values during the year 14,544   4,830  

Balance, end of the year 13,890   (7,586) 

    

Group’s share of investment revaluation reserves in associates    

Balance, beginning of the year (1,396)  (14,494) 

Net movement in fair values during the year 5,549   13,098  

Balance, end of the year 4,153   (1,396) 

    

Total investment revaluation reserve 18,043  (8,982) 

 

 

22. MINORITY INTEREST 

 

Minority interest represents the minority shareholders proportionate share in the aggregate value of the net assets of the 

subsidiaries and the results of these subsidiaries‟ operations. 



SHUAA Capital PSC  

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 
For the year ended 31 December 2010 
 

(Currency - Thousands of U.A.E. Dirhams) 

 

35 

 

23. NET FEE AND COMMISSION INCOME 

 

Fee and commission income and expense comprises the following: 

 31 December 

2010 

 31 December 

2009 

    

    

Fee and commission income 88,717   125,181  

Fee and commission expense (1,736)  (6,163) 

 86,981   119,018  

 

 

24. GAINS/(LOSSES) FROM INVESTMENTS IN SHUAA MANAGED FUNDS  

 

Gains and losses from SHUAA managed funds comprise the following: 

 31 December 

2010 

 31 December 

2009 

    

Funds     

Held at fair value through profit and loss  12,510    23,687  

Available for sale    

Gains and losses  3,777     4,034  

Impairment (10,955)  (9,371) 

Associates  6,867   (5,655) 

  12,199   12,695 

 

 

25. GENERAL AND ADMINISTRATIVE EXPENSES 

 

General and administrative expenses comprise the following: 

 31 December 

2010 

 31 December 

2009 

    

    

Employee salaries and fringe benefits (149,500)  (163,570) 

Office rent and related expenses (17,902)  (21,085) 

Professional fees (24,646)  (15,765) 

Corporate marketing and branding costs (7,738)  (10,244) 

Other (26,042)  (34,184) 

 (225,828)   (244,848)  

Included in “employee salaries and fringe benefits” is 270 (31 December 2009 – 22,164) relating to the expense arising from 

transactions accounted for as equity settled share based payment transactions. 

 

As of 31 December 2010, the Group had a total of 383 employees (31 December 2009 – 372 employees) represented by 160 

employees in the parent company (31 December 2009 – 156 employees) and 223 in subsidiaries (31 December 2009 – 216 

employees). 

 

 

26. PROVISIONS 

 

The Group recognised provision charges in respect of the following: 

 31 December 

2010 

 31 December 

2009 

    

Installment credits, loans and advances (6,594)  (32,851) 

Doubtful receivables (32,997)  (2,162) 

Others (2,544)  (18,713) 

 (42,135)  (53,726) 
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27. GAINS/(LOSSES) FROM OTHER INVESTMENTS INCLUDING THIRD PARTY ASSOCIATES 

 

Gains and losses from other investments are detailed as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Third party associates (51,090)  (281,865) 

Other investments    

 Held at fair value through profit and loss  21,878    17,738  

 Available for sale    

  Gains and losses  (319)   31,246  

  Impairment (31,405)  (176,771) 

 Held to maturity    

  Gains and losses  3,122    1,857  

  Impairment (1,880)  (15,549) 

 (59,694)  (423,344) 

 

 

28. EARNINGS PER SHARE 

 

Basic earnings per share have been computed using the net loss attributable to the ordinary equity holders of the parent 

(223,604) adjusted by Directors‟ remuneration 138 (31 December 2009 – (529,781) adjusted by interest due on convertible 

bonds (28,240) and Directors‟ remuneration (138)). The adjusted earnings figure is divided by the weighted average number of 

ordinary shares outstanding 1,061,500,000 (31 December 2009 – 718,611,872). 

 

Diluted earnings per share as of 31 December 2010 are equivalent to basic earnings per share as the Company did not issue any 

new instrument that would impact earnings per share when executed.  

 

Diluted earnings per share as of 31 December 2009 was computed using the net loss attributable to the ordinary equity holders of 

the parent (529,781) adjusted by Directors‟ remuneration (138) and divided by the sum of the weighted average number of 

ordinary shares outstanding and the number of ordinary shares issued on conversion of the convertible bond 1,061,945,205. 

 

 

29. RELATED PARTY TRANSACTIONS 

 

A number of transactions are entered into with related parties in the normal course of business. Related parties include 

significant shareholders, associated companies, investment funds managed by the Group, directors and key management 

personnel of the Group. Pricing policies and the terms of these transactions are approved by Group management and/or the 

Board of Directors. 

 

Assets and liabilities with related parties are as follows: 

 

 31 December 

2010 

 31 December 

2009 

    

Cash and deposits with banks    

Other related parties 43,097  50,000 

    

Receivables and other debit balances    

Associates 45  93 

Other related parties 278  28,226 

    

Loans and advances    

Associates 23,172  -   

Other related parties 12,913  86,354 

Key management personnel 1,347  -  

 80,852  164,673 

 

Advances to key management personnel reflects trading margin secured against investments held and sums advanced under the 

staff assistance program available to all employees for which no interest is charged. 
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29. RELATED PARTY TRANSACTIONS  continued 

 

 31 December 

2010 

 31 December 

2009 

    

Payables and other credit balances    

Other related parties 1  80,520 

 1  80,520 

 

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

 1 January 2010 to 

31 December 2010 

 1 January 2009 to 

31 December 2009 

    

Interest income    

Associates 2,080  -  

Other related parties 2,606  6,715 

Income from investments in SHUAA managed funds    

Other related parties 4,241  27,692 

Income from other investments    

Other related parties (1,218)  (18,630) 

Fees and commission income    

Associates -   50 

Other related parties 9,830  7,951 

General & administrative expenses    

Other related parties (186)  (603) 

 17,353  23,175 

 

Income from other investments represents a loss on the sale of Al Kout to a consortium of investors which includes a parent of a 

board member of SHUAA Capital psc. 

 

Compensation of the key management personnel is as follows: 

 

 1 January 2010 to 

31 December 2010 

 1 January 2009 to 

31 December 2009 

    

Short term employee benefits 18,250  16,045 

Termination benefits 882  24,775 

Share based payments 9,084  4,161 

Total compensation paid to key management personnel 28,216  44,981 

 

30. SUBSIDIARIES 

 

The Group has the following significant subsidiaries consolidated into these financial statements: 

 

Name Country of incorporation Holding Holding 

   31 December  31 December 

  2010 2009 

    

SHUAA Capital (Assets) Inc. British Virgin Islands 100.0% 100.0% 

SHUAA Capital Inc. British Virgin Islands 100.0% 100.0% 

Gulf Finance Corporation PJSC United Arab Emirates 100.0% 100.0% 

SHUAA Capital International Ltd. United Arab Emirates 100.0% 100.0% 

SHUAA Partners Ltd. United Arab Emirates 100.0% 100.0% 

SHUAA Securities LLC  United Arab Emirates  100.0% 100.0% 

SHUAA Capital Saudi Arabia CJSC Saudi Arabia 99.6% 99.6% 

Nile One Ltd. Egypt  100.0% 100.0% 

Asia Brokers Ltd. Jordan 99.3% 99.3% 
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30. SUBSIDIARIES  continued 

 

The Group has exposure to taxation or Zakat on earnings on its operations in Saudi Arabia, Egypt and Jordan. A note explaining 

accounting losses and taxable profits has not been presented as none of the relevant entities have incurred a significant tax or 

Zakat charge/credit in the current or prior year.  

 

 

31. SEGMENTAL INFORMATION 

 

For management purposes the Group is organised into six operating segments, all of which are based on business units. 

 

Private Equity currently manages four private equity funds as well as the Group‟s heritage investments. SHUAA Partners Ltd, 

is the Group‟s private equity brand and is a DIFC category three licensed company staffed by a team of investment experts with 

a proven track record and a deep understanding of public and private investments in the GCC and wider MENA region.  

  

Asset Management manages twenty two investment portfolios and funds spanning fifteen regional stock exchanges. SHUAA 

Asset Management offers regional and foreign investors gateways for investment in the GCC and Arab stock markets. SHUAA 

Asset Management manages conventional equity and debt as well as Shariah compliant portfolios and investment funds using 

both active and passive management styles. 

 

Investment Banking provides corporate finance advisory, private placements, public offerings of equity and debt securities, 

trade sales, mergers, acquisitions, divestitures, spinoffs, syndications and structured products. 

 

Brokerage operates under the brand of SHUAA Securities and acts as principal and agent, providing custody and clearing 

services to clients, providing access to regional exchanges.  

 

Finance activities are conducted by Gulf Finance, which is primarily engaged in asset backed lending with a primary focus on 

Small and Medium Enterprises finance. 

 

Corporate manages future corporate development and controls all cash and shared service expenses related to the Group. All 

proprietary investments are incubated within this business segment which also comprises, strategy and business development, 

legal and compliance, finance, operations, risk management, investor relations, marketing communications and human resources, 

including Group wide bonus and employee compensation and benefits. 

 

Management monitors the operating results of the operating segments separately for the purpose of making decisions about 

resource allocation and performance assessment. Segment performance is evaluated based on operating profit or loss. 
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31. SEGMENTAL INFORMATION  continued 

 

The following tables present consolidated financial information regarding the Group‟s business segments. 

 

Private 

Equity

Asset 

Management

Investment 

Banking Brokerage Finance Corporate Total

Interest income -              -                    -                 783               53,267         32,671                86,721               

Net fees and commissions 22,923        8,766                 14,828            29,091          7,928           3,445                  86,981               

Trading income -              -                    729                 1,809            -               -                     2,538                 

Gains/(losses) from investments in SHUAA 

managed funds
1,247          10,952               -                 -                -               -                     12,199               

Total revenues 24,170        19,718               15,557            31,683          61,195         36,116                188,439             

General & administrative expenses (15,673)       (14,647)             (18,722)          (38,260)         (26,856)        (111,670)            (225,828)            

Interest expenses (8)                -                    -                 (1,485)           (7,796)          (24,002)              (33,291)              

Depreciation & amortisation (160)            -                    -                 (2,378)           (1,920)          (7,475)                (11,933)              

Provisions -              -                    -                 -                (1,381)          (40,754)              (42,135)              

Goodwill impairment charge -              -                    -                 -                -               (39,244)              (39,244)              

Total expenses (15,841)       (14,647)             (18,722)          (42,123)         (37,953)        (223,145)            (352,431)            

Net gain/(loss) before gains/(losses) from other 

investments 8,329          5,071                 (3,165)            (10,440)         23,242         (187,029)            (163,992)            

Gains/(losses) from other investments -              -                    -                 127               619              (60,440)              (59,694)              

Profit/(loss) for the period 8,329          5,071                 (3,165)            (10,313)         23,861         (247,469)            (223,686)            

Attributable to:

 Minority interests -              (3)                      (2)                   (3)                  -               (74)                     (82)                     

 Equity holders of the parent 8,329 5,074                 (3,163)            (10,310)         23,861         (247,395)            (223,604)            

Private 

Equity

Asset 

Management

Investment 

Banking Brokerage Finance Corporate Total

Assets 121,479 89,124               7,686              243,922 418,340 1,041,805 1,922,356          

Liabilities 1,211 -                    -                 44,017 89,671 312,658 447,557

31 December 2010

31 December 2010
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31. SEGMENTAL INFORMATION  continued 

 

Private 

Equity

Asset 

Management

Investment 

Banking Brokerage Finance Corporate Total

Interest income 188             -                    -                 506               81,654         44,006                126,354             

Net fees and commissions 31,891        18,225               2,240              58,298          7,444           920                     119,018             

Trading income -              -                    3,498              6,304            -               -                     9,802                 

Gains/(losses) from investments in SHUAA 

managed funds
(10,992)       23,687               -                 -                -               -                     12,695               

Total revenues 21,087        41,912               5,738              65,108          89,098         44,926                267,869             

General & administrative expenses (15,475)       (11,518)             (14,340)          (44,606)         (24,561)        (134,348)            (244,848)            

Interest expenses (9)                -                    -                 (1,674)           (25,260)        (45,194)              (72,137)              

Depreciation & amortisation (1,091)         -                    -                 (2,432)           (948)             (7,127)                (11,598)              

Provisions -              -                    -                 (3,951)           (13,709)        (36,066)              (53,726)              

Total expenses (16,575)       (11,518)             (14,340)          (52,663)         (64,478)        (222,735)            (382,309)            

Net gain/(loss) before gains/(losses) from other 

investments 4,512          30,394               (8,602)            12,445          24,620         (177,809)            (114,440)            

Gains/(losses) from other investments -              -                    -                 3,134            -               (426,478)            (423,344)            

Profit/(loss) for the period 4,512          30,394               (8,602)            15,579          24,620         (604,287)            (537,784)            

Attributable to:

 Minority interests 801             -                    (416)               (986)              -               (7,402)                (8,003)                

 Equity holders of the parent 3,711 30,394               (8,186)            16,565          24,620         (596,885)            (529,781)            

Private 

Equity

Asset 

Management

Investment 

Banking Brokerage Finance Corporate Total

Assets 155,130      97,431               2,896              266,905        551,094       1,776,246           2,849,702          

Liabilities 9,411 -                    -                 82,086          245,943       814,303              1,151,743

31 December 2009

31 December 2009

 

 

 

32. COMMITMENTS AND CONTINGENT LIABILITIES 

 

The Group had the following outstanding commitments and contingent liabilities: 

 

 31 December 

2010  

31 December 

2009 

    

Contingent liabilities  45,094  255,872 

Commitments    

SHUAA managed funds 100,638  251,057 

Other investments 62,152  106,823 
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33. RECLASSIFICATION OF COMPARATIVE INFORMATION  

 

Following approval by the Board, the presentation of the Group‟s financial information has been revised to better reflect the 

Group‟s activities. A consequence of this change is that certain prior year amounts have been reclassified in order to conform to 

the new presentation, as adopted. 

 

The specific line items to which the reclassification adjustments have been made are as follows:  

 

 

CONSOLIDATED STATEMENT OF FINANCIAL POSITION  

 

 As of 31 December 2009  

 Reclassified Original Variance  

Assets     

Investments in SHUAA managed funds 175,310  -  175,310   

Investments in third party associates 461,266  -  461,266   

Other investments 559,951  -  559,951   

Investment securities -  415,563  (415,563)  -  

Investments available for sale -  222,107  (222,107)  -  

Investments held to maturity -  81,208  (81,208)  -  

Investments in associates -  477,649  (477,649)  -  

 1,196,527 1,196,527 -   

 

 

CONSOLIDATED STATEMENT OF INCOME  

 

 31 December 2009 

 Reclassified Original Variance 

    

Interest income 126,354  140,279  (13,925) 

Trading income 9,802  -  9,802  

Gains/(losses) from investments in SHUAA managed funds 12,695  -  12,695  

Provisions (53,726) (210,546)  156,820  

Gains/(losses) from other investments, including investments 

in third party associates 
(423,344) -  (423,344) 

Net income from investment securities -  38,248 (38,248) 

Income from investments -  35,237  (35,237)  

Share of (loss)/profit of associates -  (19,259) 19,259 

Impairment charges -  (312,178) 312,178 

 (328,219) (328,219) -  

 

 

If the Consolidated Statement of Income for the year ending 31 December 2010 had been presented using the same presentation 

format as used in the annual financial statements of 31 December 2009, the sub totals on the face of the consolidated statement 

of income would have been:  

 

 

 31 December 

2010 

 

Net interest income 60,188 

Investment banking income 116,910 

Operating income 49,392 

Operating expense (273,078) 

 

 


