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Mawarid Finance P.J.S.C.
Consolidated statement of profit or loss 
for the year ended 31 December 2016

31 December 31 December 
2016 2015

Note AED ’000 AED ’000
Continuing operations
Income from financing and investing assets 26 27,765 25,526
Income from Islamic deposits and wakalah placements 27 3,068 3,322
Unrealised gain/(loss) on revaluation of investment properties 13 39,396 (49,515)           
Gain on loss of control over subsidiary                        -   228,404
Profit /(Loss) on investment carried at FVTPL 12,693 (18,460)           
Other income 28 21,735 13,529
Reclassified loss on available for sale investments                        -   (18,000)           

Total income              104,657            184,806 

General and administrative expenses 29 (79,346)             (82,806)           

Total expenses (79,346)             (82,806)           

Depositors’ share of profit (224)                  (276)                
Provision for impairment  12 23,163 (52,854)           

Profit before associate's share of profit for the year                48,250              48,870 

Share of profit / (loss) from equity accounted investees 15 20,045                 (715)

Profit from continuing operations                68,295              48,155 

Discontinued operations
Profit from discontinued operations                          - 39,078

Profit for the year                68,295              87,233 

Attributable to:
Equity holders of the Parent                70,107              69,756 
Non-controlling interest 23                 (1,812)              17,477 

               68,295              87,233 

The notes on pages 13 to 48 are an integral part of these consolidated financial statements.

The independent auditors' report on consolidated financial statements is set out on page 3-7.
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Mawarid Finance P.J.S.C.
Consolidated statement of profit or loss and other comprehensive income
for the year ended 31 December 2016

31 December 31 December 
2016 2015

AED ’000 AED ’000

Profit for the year 68,295 87,233

Other comprehensive income:

Items that will never be reclassified to profit or loss                        -                         -   

Items that are or may be reclassified to profit or loss:
Changes in fair value of available for sale investments                      (53)                24,187 
Loss on available for sale investments reclassified to profit or loss                        -                (18,000)

Total comprehensive income for the year                 68,242                93,420 

Total comprehensive income attributable to:

Equity holders of the Parent                 70,054                75,874 
Non-controlling interest                 (1,812)                17,546 

Total comprehensive income for the year                 68,242                93,420 

The notes on pages 13 to 48 are an integral part of these consolidated financial statements.

The independent auditors' report on consolidated financial statements is set out on page 3-7.
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Mawarid Finance P.J.S.C.
Consolidated statement of changes in equity 
for the year ended 31 December 2016

Investment Non-
Share Treasury Statutory General revaluation Retained controlling

capital shares reserve reserve reserve earnings Total interest Total

AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000 AED ’000

Balance at 1 January 2016 1,000,000 (11,000)        33,648 33,648 (306)             72,029 1,128,019 8,675 1,136,694

Profit for the year                     -                     -                     -                     - -                   70,107 70,107 (1,812)          68,295
Other comprehensive income:

                    -                     -                     -                     - 
               (53)                     -                (53)                     -                (53)

                    -                     -                     -                     -                (53)           70,107           70,054           (1,812)           68,242 

                    -                     - 7,011 7,011                     -         (14,022)                   -                       -                     - 

Transactions with owners of the Group

Treasury shares (note 20.1)                     -              (500)                     -                     -                     -                     -              (500)                     -              (500)
Dividends                     -                     -                     -                     -                     -         (29,655)         (29,655)                     -         (29,655)

Balance at 31 December 2016      1,000,000         (11,500)           40,659           40,659              (359)           98,459      1,167,918             6,863      1,174,781 

Balance at 1 January 2015 1,000,000 (6,000)          26,672 26,672 (6,424)          16,225 1,057,145 45,595 1,102,740

Profit for the year                     -                     -                     -                     -                     - 69,756 69,756 17,477 87,233
Other comprehensive income:

                    -                     -                     -                     - 24,118                     -           24,118                  69 24,187

                    -                     -                     -                     - (18,000)        -                   (18,000)        -                   (18,000)        

                    -                     -                     -                     -             6,118           69,756           75,874           17,546           93,420 

                    - -                               6,976             6,976 -                   (13,952)        -                   -                   -                   

                    -                     -                     -                     -                     -                     - -                   (54,466)                (54,466)
Transactions with owners of the Group

Treasury shares (note 20.1)                     -           (5,000)                     -                     -                     -                     -           (5,000)                     -           (5,000)

Balance at 31 December 2015      1,000,000         (11,000)           33,648           33,648              (306)           72,029      1,128,019             8,675      1,136,694 

The notes on pages 13 to 48 are an integral part of these consolidated financial statements.
The independent auditors' report on consolidated financial statements is set out on page 3-7.

 on disposal 

Total comprehensive income for the 
 year

Total comprehensive income for the 
 year

Available to equity holders of the Parent

Changes in fair value of available for    
 sale investments

Changes in fair value of available for    
 sale investments

Transfer to reserves (notes 21 and 22)

Transfer to reserves (notes 21 and 22)

Loss on available for sale investments 
 reclassified to profit or loss

Deconsolidation of subsidiaries
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Mawarid Finance P.J.S.C.
Consolidated statement of cash flows 
for the year ended 31 December 2016

31 December 31 December 
2016 2015

Note  AED ’000  AED ’000 
Cash flows from operating activities
Profit for the year 68,295 87,233
Adjustments for:
Depreciation of property and equipment 17 3,343 5,785
Amortisation/ impairment of intangible assets 18 2,017 3,073
Income on Islamic deposits and wakala placements 27 (3,068)             (3,322)              
Depositors’ share of profit 435 276
(Profit)/loss from investment in equity accounted investees 15             (20,045) 715
Provision (released)/made against financing and investing assets 12             (23,163) 52,854
Unrealised (gain)/loss on investment properties 13 (39,396)           49,515
Gain on disposal of property and equipment 17                        -                    (36)
Gain on loss of control over subsidiary                        -           (228,404)

(11,582)           (32,311)            

Changes in:
Islamic deposits with banks and other financial institutions 110,073 25,740
Financing and investing assets (109,555)                       (9,535)
Other assets 3,864 32,120
Wakalah deposits 88,008 117,802
Other liabilities 10,463               (4,550)
Security deposits (4,626)                           (3,671)
Deconsolidation of subsidiaries, net                        -             (38,766)

Cash generated from operating activities 86,645 86,829
Depositors’ share of profit paid (435)                                 (276)

Net cash generated from operating activities 86,210 86,553

Cash flows from investing activities
Purchase of property and equipment (19,062)                       (49,764)
Investment in equity accounted investees                        -                 2,810 
Purchase of investment property (61,982)                       (40,180)
Proceeds from disposal of property and equipment                        -                      43 
Movement in investment securities (12,693)                         50,849 
Purchase of intangible assets (6,423)                           (4,615)
Income received on Islamic deposits and wakalah placements                3,068                 3,322 
Dividend received from equity accounted investees                        -                 1,329 

Net cash used in investing activities             (97,092)             (36,206)

Cash flows from financing activities
Dividend paid             (26,434)                         - 

Net cash used in financing activities             (26,434)                         - 

Net (decrease) / increase in cash and cash equivalents (37,316)           50,347

Cash and cash equivalents at the beginning of the year 165,362 115,015

Cash and cash equivalents at the end of the year 11 128,046 165,362

The notes on pages 13 to 48 are an integral part of these consolidated financial statements.

The independent auditors' report on consolidated financial statements is set out on page 3-7.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

1 Establishment and operations

2 Basis of preparation

a) Statement of compliance

b) Basis of measurement

c) Functional and presentation currency

d) Use of estimates and judgments

3 Islamic shari'a definitions

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

Shari'a 

Ijarah

Mawarid Finance P.J.S.C. (the “Company”) was registered on 4 December 2006 as a Private Joint Stock Company in
accordance with the UAE Federal Law No 8 of 1984, as amended. The address of the Company’s registered office is P.O.
Box 212121, Dubai, United Arab Emirates ("UAE").

The Company is licensed by the Central Bank of the UAE as a finance company and is primarily engaged in Islamic Shari’a
compliant financing and investment activities involving products such as Ijara, Forward Ijara, Murabaha, Musharaka and
Wakalah. The activities of the Company are conducted in accordance with Islamic Shari’a, which prohibits usury, and as per
the provisions of its Memorandum and Articles of Association.

The consolidated financial statements includes the results of the operations of the Company and its subsidiaries (collectively
referred to as “the Group”). Details of the Company’s subsidiaries are mentioned in note 24 of these consolidated financial
statements.

These consolidated financial statements have been prepared in United Arab Emirates Dirham (AED) rounded to nearest
thousand, which is the Group’s functional and presentation currency.

These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) and applicable laws of UAE. On 1 April 2015, a new UAE Federal Law No 2 for Commercial Companies (“UAE
Companies Law of 2015”) was issued with effective date 1 July 2015. As per the transitional provisions of the new law,
Companies are to ensure compliance by 30 June 2017. The Company is in the process of adopting the new federal law and
will be fully compliant before the transitional provisions deadline.

The consolidated financial statements have been prepared on the historical cost basis except for the following which are
measured at fair value:

Shari'a is the Islamic law which is essentially derived from the Quran and Sunnah that governs beliefs and conducts of 
human beings. The Group, incorporates the Shari'a rules and principles in its activities.

The preparation of the consolidated financial statements in conformity with IFRS requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised and in any future period affected. 

In particular, information about significant areas of estimation uncertainty and critical judgments in applying accounting
policies that have the most significant effect on the amounts recognised in the consolidated financial statements are
described in note 5.

An agreement whereby the Group (the “Lessor”) leases an asset to its customer (the “Lessee”) (after purchasing/acquiring
the specified asset, either from a third party seller or from the customer, according to the customer’s request and based on
his promise to lease), against certain rental payments for specific lease term/periods, payable on fixed or variable rental
basis.

i)  available-for-sale investments ("AFS"); 
ii) financial assets at fair value through profit or loss ("FVTPL"); and
ii) investment properties.



14

Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

3 Islamic shari'a definitions (continued)

Ijarah (continued)

Forward Ijarah

Murabaha

Mudaraba

Forward Ijarah (Ijarah Mausoofa Fiz Zimma) is an agreement whereby the Group (the “Lessor”) agrees to provide, on a
specified future date, a certain described asset on lease to its customer (the “Lessee”) upon its completion and delivery by
the developer, contractor or customer, from whom the Group has purchased the same, by way of Istisna.

A contract whereby the Group (the “Seller”) sells an asset to its customer (the “Purchaser”), on a deferred payment basis,
after purchasing the asset and gaining possession thereof and title thereto, where the Seller has purchased and acquired that
asset, based on a promise received from the Purchaser to buy the asset once purchased according to specific Murabaha terms
and conditions. The Murabaha sale price comprises the cost of the asset and a pre agreed profit amount. Murabaha profit is
internally accounted for on a time-apportioned basis over the period of the contract based on the principal amount
outstanding. The Murabaha sale price is paid by the Purchaser to the Seller on an installment basis over the period of the
Murabaha as stated in the contract.

A contract between two parties whereby one party is a fund provider (the “Rab Al Mal”) who would provide a certain
amount of funds (the “Mudaraba Capital”), to the other party (the “Mudarib”). Mudarib would then invest the Mudaraba
Capital in a specific enterprise or activity deploying its experience and expertise for a specific pre-agreed share in the
resultant profit, if any. The Rab Al Mal is not involved in the management of the Mudaraba activity. In principle Mudaraba
profit is distributed on declaration/distribution by the Mudarib. However, since the Mudaraba profit is always reliably
estimated it is internally accounted for on a time-apportioned basis over the Mudaraba tenure based on the Mudaraba Capital 
outstanding. The Mudarib would bear the loss in case of its default, negligence or violation of any of the terms and
conditions of the Mudaraba contract; otherwise the loss would be borne by the Rab Al Mal, provided the Rab Al Mal
receives satisfactory evidence that such loss was due to force majeure and that the Mudarib neither was able to predict the
same nor could have prevented the negative consequences of the same on the Mudaraba. Under the Mudaraba contract the
Group may act either as Mudarib or as Rab Al Mal, as the case may be.

The Lessor retains the ownership of the asset throughout the lease term. At the end of the lease term, upon fulfillment of all
the obligations by the Lessee under the Ijarah agreement, the Lessor will sell the leased asset to the Lessee at nominal value
based on a sale undertaking given by the Lessor.

Ijarah rentals accrue upon the commencement of the lease and continues throughout the lease term based on the outstanding
fixed rental (which predominantly represent the cost of the leased asset).

The Forward Ijarah agreement specifies the description of the leased asset, duration of the lease term, and the basis for
rental calculation and the timing of rental payment.

During the construction period, the Group pays to the developer/contractor one payment or multiple payments, Forward
Ijarah profit during the construction period will be accounted for on a time-apportioned basis over the construction period on
account of rentals. These profit amounts are received either during the construction period as advance rental payment or
with the first or second rental payment after the commencement of the lease.

The lease rental under Forward Ijarah commences only upon the Lessee having received possession of the leased asset from
the Lessor. The Lessee undertakes under the Forward Ijarah agreement to renew the lease periods and pay the relevant
rental payment amounts as per the agreed schedule and applicable formula throughout the lease term.

The Ijarah agreement specifies the leased asset, duration of the lease term, as well as, the basis for rental calculation and the
timing of rental payment. The Lessee undertakes under this agreement to renew the lease periods and pay the relevant rental
payment amounts as per the agreed schedule and applicable formula throughout the lease term.

The Lessor retains the ownership of the asset throughout the lease term. At the end of the lease term, upon fulfillment of all
the obligations by the Lessee under the Forward Ijarah agreement, the Lessor will sell the leased asset to the Lessee at
nominal value based on a sale undertaking given by the Lessor.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

3 Islamic shari'a definitions (continued)

Wakalah

Musharaka

Sukuk

Amanat accounts

4 Significant accounting policies 

a) Basis of consolidation

i) Business combinations

The Group acts as a trustee agent for clients escrow accounts for a fixed fee.

The consideration transferred does not include amounts related to the settlement of pre-existing relationships. Such amounts
are generally recognised in consolidated statement of profit or loss.

If share-based payment awards (replacement awards) are required to be exchanged for awards held by the acquiree’s
employees (acquiree’s awards) and relate to past services, then all or a portion of the amount of the acquirer’s replacement
awards is included in measuring the consideration transferred in the business combination. This determination is based on
the market-based value of the replacement awards compared with the market-based value of the acquiree’s awards and the
extent to which the replacement awards relate to pre-combination service.

Any contingent consideration payable is measured at fair value at the acquisition date. If the contingent consideration is
classified as equity, then it is not re measured and settlement is accounted for within equity. Otherwise, subsequent changes
in the fair value of the contingent consideration are recognised in consolidated statement of profit or loss.

Business combinations are accounted for using the acquisition method as at the acquisition date – i.e. when control is
transferred to the Group. The consideration transferred in the acquisition is generally measured at fair value, as are the
identifiable net assets acquired. Any goodwill that arises is tested annually for impairment. Any gain on a bargain purchase
is recognised in consolidated statement of profit or loss immediately. Transaction costs are expensed as incurred, except if
they are related to the issue of debt or equity securities.

The Group has consistently applied the following accounting policies to all periods to presented in these financial
statements. 

These comprise asset backed, Sharia’a compliant trust certificates.

An agreement between two parties whereby one party is a fund provider (the “Muwakkil”) who provides a certain amount of
money (the “Wakala Capital”) to an agent (the “Wakeel”), who invests the Wakala Capital in a Sharia’a compliant manner
and according to the feasibility study/investment plan submitted to the Muwakkil by the Wakeel. The Wakeel is entitled to a
fixed fee (the “Wakala Fee”) as a lump sum amount or a percentage of the Wakala Capital. The Wakeel may be granted any
excess over and above a certain pre-agreed rate of return as a performance incentive. In principle, wakala profit is
distributed on declaration/distribution by the Wakeel. However, since the Wakala profit is always reliably estimated it is
internally accounted for on a time-apportioned basis over the Wakala tenure based on the Wakala Capital outstanding. The
Wakeel would bear the loss in case of its default, negligence or violation of any of the terms and conditions of the Wakala
Agreement; otherwise the loss would be borne by the Muwakkil, provided the Muwakkil receives satisfactory evidence that
such loss was due to force majeure and that the Wakeel neither was able to predict the same nor could have prevented the
negative consequences of the same on the Wakala. Under the Wakala agreement the Group may act either as Muwakkil or
as Wakeel, as the case may be.

An agreement between the Group and its customer, whereby both parties contribute towards the capital of the Musharaka
(the “Musharaka Capital”). The Musharaka Capital may be contributed in cash or in kind, as valued at the time of entering
into the Musharaka. The subject of the Musharaka may be a certain investment enterprise, whether existing or new, or the
ownership of a certain property either permanently or according to a diminishing arrangement ending up with the acquisition
by the customer of the full ownership. The profit is shared according to a pre-agreed profit distribution ratio as stipulated
under the Musharaka agreement. In principle Musharaka profit is distributed on declaration/distribution by the managing
partner. However, since the Musharaka profit is always reliably estimated, it is internally accounted for on a time-
apportioned basis over the Musharaka tenure based on the Musharaka Capital outstanding. Whereas the loss, if any, is
shared in proportion to their capital contribution ratios, provided in the absence of the managing partner’s negligence,
breach or default, the Group receives satisfactory evidence that such loss was due to force majeure and that the managing
partner neither was able to predict the same nor could have prevented the negative consequences of the same on the
Musharaka.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

4 Significant accounting policies (continued)

a) Basis of consolidation (continued)

ii) Non-controlling interests("NCI")

iii) Subsidiaries

iv) Loss of control

v) Interest in equity accounted investee

vi) Transactions eliminated on consolidation

b) Foreign currencies

Foreign currency transactions

When the Group loses control over a subsidiary, it derecognises the assets and liabilities of the subsidiary, and any related
NCI and other components of equity. Any resulting gain or loss is recognised in profit or loss. Any interest retained in the
former subsidiary is measured at fair value when control is lost.

Transactions in foreign currencies are translated into the respective functional currency of Group entities at the spot
exchange rates at the date of the transactions.

Non-monetary assets and liabilities that are measured at fair value in a foreign currency are translated into the functional
currency at the spot exchange rate at the date on which the fair value is determined. Non-monetary items that are measured
based on historical cost in a foreign currency are translated using the spot exchange rate at the date of the transaction.

Foreign currency differences arising on translation are generally recognised in profit or loss. However, foreign currency
differences arising from the translation of non-monetary available for sale equity instruments are recognised in consolidated
statement of profit or loss and OCI.

Associate is an entity in which the Group has significant influence, but no control or joint control, over the financial and
operating policies. A joint venture is an arrangement in which the Group has joint control, whereby the Company has rights
to net assets of the arrangement, rather than rights to its assets and obligations for its liabilities.

Interests in associates and the joint venture are accounted for using the equity method. They are recognised initially at cost,
which includes transaction costs. Subsequent to initial recognition, the consolidated financial statements include the
Company's share of profit or loss and OCI of equity accounted investee, until the date on which significant influence or joint
control ceases.

An impairment loss in respect of equity accounted investee is measured by comparing the recoverable amount of the
investment with its carrying amount. An impairment loss is recognised in consolidated statement of profit or loss, and is
reversed if there has been a favorable change in the estimates used to determine the recoverable amount.

NCI are measured at their proportionate share of the acquiree’s identifiable net assets at the acquisition date. Changes in the
Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity transactions.

Subsidiaries’ are investees controlled by the Group. The Group ‘controls’ an investee if it is exposed to, or has rights to,
variable returns from its involvement with the investee and has the ability to affect those returns through its power over the
investee. The financial statements of subsidiaries are included in the consolidated financial statements from the date on
which control commences until the date when control ceases.

Intra-group balances and transactions, and any unrealised income and expenses (except for foreign currency transaction
gains or losses) arising from intra-group transactions, are eliminated in preparing the consolidated financial statements.
Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that there is no evidence of
impairment.

Monetary assets and liabilities denominated in foreign currencies at the reporting date are translated into the functional
currency at the spot exchange rate at that date. The foreign currency gain or loss on monetary items is the difference
between the amortised cost in the functional currency at the beginning of the year, adjusted for effective profit and payments
during the year, and the amortised cost in the foreign currency translated at the spot exchange rate at the end of the year.

The Group's interest in equity accounted investee comprise of interest in associates and joint ventures.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

4 Significant accounting policies (continued)

c) Revenue recognition

Ijarah

Murabaha

Mudaraba

Musharaka

Income on deposit and wakalah placement

Dividend income

Commission income

Allocation of profit

Investment properties rental income

IT related income:- (related to discontinued operations)

Rendering of services

Sale of goods

Dividends on equity instruments are recognised in the consolidated statement of profit or loss when the Group's right to
receive the dividends is established.

Commission income is recognised when the related services are rendered.

Revenue is recognized based on percentage of completion method. Percentage of completion is determined based on pre-
defined tasks in the contracts.

Ijarah income is recognised on a time-apportioned basis over the lease term based on the principal amount outstanding using
effective profit rate method.

Income earned on deposits and Wakalah placements is recognised on a time-apportioned basis using effective profit rate
method.

Murabaha income is recognised on a time- apportioned basis over the period of the contract based on the principal amounts
outstanding using effective profit rate method.

Income or losses on Mudaraba financing are recognised on an accrual basis using effective profit rate method if they can be
reliably estimated. Otherwise, income is recognised on distribution by the Mudarib, whereas losses are charged to income on
their declaration by the Mudarib.

Income is recognised for on the basis of the reducing balance on a time-apportioned basis using effective profit rate method
that reflects the effective yield on the asset.

Revenue is recognised when the significant risks and rewards of ownership have been transferred to the customer, recovery
of the consideration is probable, the associated costs and possible return of goods can be estimated reliably, there is no
continuing management involvement with the goods, and the amount of revenue can be measured reliably. Revenue is
measured net of returns, trade discounts and volume rebates.

The timing of the transfer of risks and rewards varies depending on the individual terms of the sales agreement.

Allocation of profit between the depositors and the shareholders is calculated according to the Group's standard procedures
and is approved by the Company's Shari'a Supervisory Board.

Rental income from investment properties is recognised as revenue on a straight line basis over the term of the lease. Lease 
incentives granted are recognised as an integral part of the total rental income, over the term of the lease.

When the outcome of a transaction involving the rendering of services cannot be estimated reliably, revenue is recognised to
the extent of expenses incurred that are likely to be recovered. These expenses are recognised as expenses in the period in
which they are incurred. When it is probable that total expenses associated with a transaction involving the rendering of
services will exceed total revenue, the expected loss is recognised as an expense immediately.

Revenue from contracts for maintenance are recognised on straight line basis over the term of the contract.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

4 Significant accounting policies (continued)

c) Revenue recognition (continued)

Contracts in progress

Contract revenue

d)

i) Recognition and measurement

ii) Subsequent expenditure

iii) Depreciation

Years
Office building 25
Furniture and fixtures 4
Office and IT equipment 3-5
Motor vehicles 5

The estimated useful lives of significant items of property and equipment are as follows:

Depreciation methods, useful lives and residual values are reassessed at the reporting date and adjusted if appropriate. Gains
and losses on disposals are determined by comparing proceeds with the carrying amount. These are included in the
consolidated statement of profit or loss.

Subsequent expenditure is capitalised only when it is probable that the future economic benefits of the expenditure will
flow to the Group. On going repairs and maintenance are expensed as incurred. 

Depreciation is calculated to write off the cost of items of property and equipment less their estimated residual values using
the straight line method over their useful lives, and is generally recognised in consolidated statement of profit or loss. Land
is not depreciated.

Property and equipment

When the outcome of a transaction involving the rendering of services cannot be estimated reliably, revenue is recognized to
the extent of expenses incurred that are likely to be recovered. These expenses are recognized as expenses in the period in
which they are incurred. When it is probable that total expenses associated with a transaction involving the rendering of
services will exceed total revenue, the expected loss is recognized as an expense immediately.

Contracts in progress represents the gross amount expected to be collected from customers for contract work performed to
date. It is measured at costs incurred plus profits recognised to date less progress billings and recognised losses.

In the statement of financial position, contracts in progress for which costs incurred plus recognised profits exceed progress
billings and recognised losses are presented as trade and other receivables. Contracts for which progress billings and
recognised losses exceed costs incurred plus recognised profits are presented as deferred revenue. Advances received from
customers are presented as deferred revenue.

Revenue from contracts include complex custom designed security systems and the customers of the Group can specify
major structural elements of the security systems. Revenue associated with these contracts is recognized by reference to the
stage of completion of the transaction at the end of the reporting period using the percentage of completion method as
measured by the proportion that contract costs incurred to date bear to total estimated costs of the transaction. Only costs
that reflect services performed to date are included in costs incurred to date and only costs that reflect services performed or
to be performed are included in the estimated total cost of the transaction.

Items of property and equipment are measured at cost less accumulated depreciation and any accumulated impairment
losses. Cost includes expenditures that are directly attributable to the acquisition of the asset.

Gross amounts due from customers on a transaction involving the rendering of services, which are included in trade and
other receivables, are stated at cost plus attributable profits less any losses incurred or foreseen in bringing contracts to
completion and progress billings. For a transaction involving the rendering of services where progress billings exceed the
revenue recognized, the excess is included in trade and other payables as gross amounts due to customers on a transaction
involving the rendering of service.
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Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

4 Significant accounting policies (continued)

e)

i) Goodwill

ii) Research and development

iii) Intangible assets

f)

g)

h) Non-derivative financial instrument

Financial assets and financial liabilities

i) Recognition

ii) Measurement

iii) Classification

Financial assets

• Financing and investing assets (also refer note 4j);
•

• available for sale (also refer note 4k(ii).

The Group initially recognises financing and investing assets, wakalah placements, other receivables and payables on the
date on which they are originated. All other financial instruments (including regular-way purchases and sales of financial
assets) are recognised on the trade date, which is the date on which the Group becomes a party to the contractual provisions
of the instrument.

A financial asset or financial liability is measured initially at fair value plus, for an item not at fair value through profit or
loss, transaction costs that are directly attributable to its acquisition or issue.

The Group classifies its financial assets into one of the following categories:-

Intangible asset acquired in a business combination is identified and recognised separately from goodwill where it satisfies
the definition of an intangible asset and fair value can be measured reliably. The cost of such intangible asset is its fair value
at the acquisition date.

Subsequent to initial recognition, intangible asset acquired is reported at cost less accumulated amortisation and
accumulated impairment losses, on the same basis as intangible assets acquired separately. The intangible asset is amortised
over a period of five years, except for licenses which have infinite useful life, where no amortisation is being charged.

Investment property
Investment property is property held either to earn rental income or for capital appreciation or for both, but not for sale in the 
ordinary course of business, use in the production or supply of goods or services or for administrative purposes. Investment
property is measured at cost on initial recognition and subsequently at fair value with any change therein recognised in the
consolidated statement of profit or loss. The Group determines fair value on the basis of valuation provided by an
independent valuer who holds a recognised and relevant professional qualification and has recent experience in the location
and category of the investment property being valued.

Intangible assets and goodwill

Goodwill arising on acquisition of subsidiaries is measured at cost less accumulated impairment losses.

Expenditure on research activities is recognised in consolidated statement of profit or loss as incurred.

Development expenditure is capitalised only if the expenditure can be measured reliably, the product or process is
technically and commercially feasible, future economic benefits are probable and the Group intends to and has sufficient
resources to complete development and to use or sell the asset. Otherwise, it is recognised in consolidated statement of profit
or loss as incurred. Subsequent to initial recognition, development expenditure is measured at cost less accumulated
amortisation and any accumulated impairment losses.

Subsequent to the initial recognition, financial assets at fair value through profit or loss and available-for-sale investments
are stated at their fair value. All other financial instruments are measured at amortised cost less impairment loss, if any.

Inventories
Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based on the weighted
average principle.

at fair value through profit or loss, consisting of held for trading or designated at fair value through profit or loss (also refer
note 4k(i); and
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4 Significant accounting policies (continued)

h) Non-derivative financial instrument (continued)

Financial assets and financial liabilities (continued)

iii) Classification (continued)

Financial liabilities

iv) Derecognition

Financial assets

Financial liabilities

v) Offsetting

vi) Amortised cost measurement

Income and expenses are presented on a net basis only when permitted under IFRS, or for gains and losses arising from a
group of similar transactions such as in the Group’s trading activity.

The Group derecognises a financial liability when its contractual obligations are discharged or cancelled, or expire.

Financial assets and financial liabilities are offset and the net amount presented in the consolidated statement of financial
position when, and only when, the Group has a legal right to set off the amounts and it intends either to settle them on a net
basis or to realise the asset and settle the liability simultaneously.

In transactions in which the Group neither retains nor transfers substantially all of the risks and rewards of ownership of a
financial asset and it retains control over the asset, the Group continues to recognise the asset to the extent of its continuing
involvement, determined by the extent to which it is exposed to changes in the value of the transferred asset.

In certain transactions, the Group retains the obligation to service the transferred financial asset for a fee. The transferred
asset is derecognised if it meets the derecognition criteria. An asset or liability is recognised for the servicing contract if the
servicing fee is more than adequate (asset) or is less than adequate (liability) for performing the servicing.

The Group classifies its financial liabilities, other than financial guarantees and loan commitments, as measured at
amortised cost or fair value through profit or loss.

The Group derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire, or it
transfers the rights to receive the contractual cash flows in a transaction in which substantially all of the risks and rewards of
ownership of the financial asset are transferred or in which the Group neither transfers nor retains substantially all of the
risks and rewards of ownership and it does not retain control of the financial asset.

On derecognition of a financial asset, the difference between the carrying amount of the asset (or the carrying amount
allocated to the portion of the asset derecognised) and the sum of the consideration received (including any new asset
obtained less any new liability assumed) and any cumulative gain or loss that had been recognised in consolidated OCI is
recognised in consolidated profit or loss. Any profit in transferred financial assets that qualify for derecognition that is
created or retained by the Group is recognised as a separate asset or liability.

The Group enters into transactions whereby it transfers assets recognised on its consolidated statement of financial position,
but retains either all or substantially all of the risks and rewards of the transferred assets or a portion of them. In such cases,
the transferred assets are not derecognised. Examples of such transactions are securities lending and sale and repurchase
transactions.

When assets are sold to a third party with a concurrent total rate of return swap on the transferred assets, the transaction is
accounted for as a secured financing transaction similar to sale and repurchase transactions because the Group retains all or
substantially all of the risks and rewards of ownership of such assets.

The ‘amortised cost’ of a financial asset or financial liability is the amount at which the financial asset or financial liability
is measured at initial recognition, minus principal repayments, plus or minus the cumulative amortisation using the effective
profit method of any difference between the initial amount recognised and the maturity amount, minus any reduction for
impairment.
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4 Significant accounting policies (continued)

h) Non-derivative financial instrument (continued)

Financial assets and financial liabilities (continued)

vii) Fair value measurement

viii)

Portfolios of financial assets and financial liabilities that are exposed to market risk and credit risk that are managed by the
Group on the basis of the net exposure to either market or credit risk are measured on the basis of a price that would be
received to sell a net long position (or paid to transfer a net short position) for a particular risk exposure. Those portfolio-
level adjustments are allocated to the individual assets and liabilities on the basis of the relative risk adjustment of each of
the individual instruments in the portfolio.

The fair value of a demand deposit is not less than the amount payable on demand, discounted from the first date on which
the amount could be required to be paid.

The Group recognises transfers between levels of the fair value hierarchy as of the end of the reporting period during which
the change has occurred.

Identification and measurement of impairment

At each reporting date, the Group assesses whether there is objective evidence that financial assets not carried at fair value
through profit or loss are impaired. A financial asset or a group of financial assets is impaired when objective evidence
demonstrates that a loss event has occurred after the initial recognition of the asset(s) and that the loss event has an impact
on the future cash flows of the asset(s) that can be estimated reliably.

'Fair value' is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date in the principal or, in its absence, the most advantageous market to which the
Group has access at that date.  The fair value of a liability reflects its non-performance risk.

When available, the Group measures the fair value of an instrument using the quoted price in an active market for that
instrument. A market is regarded as active if transactions for the asset or liability take place with sufficient frequency and
volume to provide pricing information on an ongoing basis.

If there is no quoted price in an active market, then the Group uses valuation techniques that maximise the use of relevant
observable inputs and minimise the use of unobservable inputs. The chosen valuation technique incorporates all of the
factors that market participants would take into account in pricing a transaction.

The best evidence of the fair value of a financial instrument at initial recognition is normally the transaction price - i.e. the
fair value of the consideration given or received. If the Group determines that the fair value at initial recognition differs
from the transaction price and the fair value is evidenced neither by a quoted price in an active market for an identical asset
or liability nor based on a valuation technique that uses only data from observable markets, then the financial instrument is
initially measured at fair value, adjusted to defer the difference between the fair value at initial recognition and the
transaction price. Subsequently, that difference is recognised in the consolidated statement of profit or loss on an
appropriate basis over the life of the instrument but no later than when the valuation is wholly supported by observable
market data or the transaction is closed out.

If an asset or a liability measured at fair value has a bid price and an ask price, then the Group measures assets and long
positions at a bid price and liabilities and short positions at an ask price.

In addition, for an investment in an equity security, a significant or prolonged decline in its fair value below its cost is
objective evidence of impairment. However, in specific circumstances a smaller decline or a shorter period may be 

The Group considers evidence of impairment for financing and investing assets at both a specific asset and a collective
level. All individually significant financing and investing assets are assessed for specific impairment. Those found not to be
specifically impaired are then collectively assessed for any impairment that has been incurred but not yet identified.
Financing and investing assets that are not individually significant are collectively assessed for impairment by grouping
together financing and investing assets with similar risk characteristics.
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4 Significant accounting policies (continued)

h) Non-derivative financial instrument (continued)

Financial assets and financial liabilities (continued)

viii)

•

•

i)

If, in a subsequent period, the fair value of an impaired available-for-sale debt security increases and the increase can be
related objectively to an event occurring after the impairment loss was recognised, then the impairment loss is reversed
through consolidated statement of profit or loss; otherwise, any increase in fair value is recognised through consolidated
statement of OCI. Any subsequent recovery in the fair value of an impaired available-for-sale equity security is always
recognised in consolidated statement of OCI.

If the terms of a financial asset are renegotiated or modified or an existing financial asset is replaced with a new one due to
financial difficulties of the borrower, then an assessment is made of whether the financial asset should be derecognised. If
the cash flows of the renegotiated asset are substantially different, then the contractual rights to cash flows from the original
financial asset are deemed to have expired. In this case, the original financial asset is derecognised and the new financial
asset is recognised at fair value. The impairment loss before an expected restructuring is measured as follows:-

Identification and measurement of impairment(continued)

If the expected restructuring will result in derecognition of the existing asset, then the expected fair value of the new asset is
treated as the final cash flow from the existing financial asset at the time of its derecognition. This amount is discounted
from the expected date of derecognition to the reporting date using the original effective profit rate of the existing financial
asset.

Impairment losses are recognised in consolidated statement of profit or loss and reflected in an allowance account against
financing and investing assets. Profit on the impaired assets continues to be recognised through the unwinding of the
discount. If an event occurring after the impairment was recognised causes the amount of impairment loss to decrease, then
the decrease in impairment loss is reversed through consolidated statement of profit or loss. 

In assessing collective impairment, the Group uses statistical modeling of historical trends of the probability of default, the
timing of recoveries and the amount of loss incurred, and makes an adjustment if current economic and credit conditions are
such that the actual losses are likely to be greater or lesser than is suggested by historical trends. Default rates, loss rates and
the expected timing of future recoveries are regularly benchmarked against actual outcomes to ensure that they remain
appropriate.

Impairment losses on assets measured at amortised cost are calculated as the difference between the carrying amount and
the present value of estimated future cash flows discounted at the asset’s original effective profit rate.

The Group writes off a financing and investing asset or an investment debt security, either partially or in full, and any
related allowance for impairment losses, when Group Credit determines that there is no realistic prospect of recovery.

Cash and cash equivalents
Cash and cash equivalents as referred to in the consolidated statement of cash flows comprises cash on hand, non-restricted
current accounts with the Central Bank of U.A.E. and amounts due from/to other entities on demand or with an original
maturity of three months or less.

If the expected restructuring will not result in derecognition of the existing asset, then the estimated cash flows arising from
the modified financial asset are included in the measurement of the existing asset based on their expected timing and
amounts discounted at the original effective profit rate of the existing financial asset.

Impairment losses on available-for-sale investment securities are recognised by reclassifying the losses accumulated in the
investment revaluation reserve in equity to consolidated statement of profit or loss. The cumulative loss that is reclassified
from equity to consolidated statement of profit or loss is the difference between the acquisition cost, net of any principal
repayment and amortisation, and the current fair value, less any impairment loss recognised previously in consolidated
statement of profit or loss. Changes in impairment attributable to application of the effective profit method are reflected as a
component of profit income.
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4 Significant accounting policies (continued)

j)

i)

ii)

iii)

k)

i)

ii)

Fair value through profit or loss ("FVTPL")

Investment securities are initially measured at fair value plus, in the case of investment securities not at fair value through
profit or loss, incremental direct transaction costs, and subsequently accounted for depending on their classification as either
held to maturity, fair value through profit or loss, or available-for-sale.

Available for sale
‘Available-for-sale investments’ are non-derivative investments that are designated as available for- sale or are not classified
as another category of financial assets. Available-for-sale investments comprise equity securities and debt securities.
Unquoted equity securities whose fair value cannot be measured reliably are carried at cost. All other available-for-sale
investments are measured at fair value after initial recognition.

Profit income is recognised in consolidated statement of profit or loss using the effective profit method. Dividend income is
recognised in consolidated statement of profit or loss when the Group becomes entitled to the dividend. Foreign exchange
gains or losses on available-for-sale debt security investments are recognised in consolidated statement of profit or loss.
Impairment losses are recognised in consolidated statement of profit or loss.

Investments in equity instruments are classified as financial assets at fair value through profit or loss, unless the Group
designates them as an investment that is not held for trading and are accordingly classified as available-for-sale investments.

Financial assets measured at FVTPL are initially recognised and subsequently measured at fair value, with any gains or
losses arising in re-measurement recognised in the consolidated statement of profit or loss. All transaction costs are charged
to consolidated statement of profit or loss.

Dividend income on investments in equity instruments at FVTPL is recognised in the consolidated statement of profit or loss
when Group’s right to receive is established. 

Financing and investing assets

Investment securities

Financing and investing assets consist of Murabaha receivables, Mudaraba, Musharaka, Wakalah arrangements and Ijarah
contracts and they are measured at amortised cost less any amounts written off and allowance for impairment losses.

Allowance for impairment is made against financing and investing assets when their recovery is in doubt taking into
consideration IAS 39 requirements for fair value measurement. Financing and investing assets are written off only when all
possible courses of action to achieve recovery have proved unsuccessful. Losses expected from future events are not
recognised. The Group writes off a loan or an investment debt security, either partially or in full, and any related allowance
for impairment losses, when the Group determines that there is no realistic prospect of recovery.

Individually assessed financing and investing assets
Individually assessed financing and investing assets mainly represent corporate and commercial financing and investing
assets which are assessed individually in order to determine whether there exists any objective evidence that they are
impaired. They are classified as impaired as soon as there is doubt about the customer's ability to meet payment obligations
to the Group in accordance with the original contractual terms.

Impairment losses of collectively assessed financing and investing assets include mainly the allowances on financing and
investing assets with common features which are assessed on a portfolio basis.

Collectively assessed financing and investing assets

Reversal of impairment
If the amount of an impairment loss decreases in a subsequent period, and the decrease can be related objectively to an event
occurring after the impairment was recognised, the excess is written back by reducing the impairment allowance account
accordingly. The write-back is recognised in the consolidated statement of profit or loss in the period in which it occurs.
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4 Significant accounting policies (continued)

k)

ii)

l) Impairment of non financial assets

m) Provisions

Warranty provision

n) Financial guarantees

Investment securities (continued)

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows from
continuing use that is largely independent of the cash inflows of other assets or CGUs. Goodwill arising from a business
combination is allocated to CGUs or groups of CGUs that are expected to benefit from the synergies of the combination.

A provision is recognised if, as a result of a past event, the Group has a present legal or constructive obligation that can be
estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows to reflect current market assessments of the time
value of money and, where appropriate, the risks specific to the liability.

At each reporting date, the Group reviews the carrying amounts of its non-financial assets (other than investment properties
and deferred tax assets) to determine whether there is any indication of impairment. If any such indication exists, then the
asset’s recoverable amount is estimated. Goodwill is tested annually for impairment.

Other fair value changes, other than impairment losses, are recognised in OCI and presented in the fair value reserve within
equity. When the investment is sold, the gain or loss accumulated in equity is reclassified to profit or loss.

A non-derivative financial asset may be reclassified from the available-for-sale category to the financing and investing
assets and receivables category if it would otherwise have met the definition of financing and investing assets and
receivables and if the Group has the intention and ability to hold that financial asset for the foreseeable future or until
maturity.

An impairment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

An impairment loss in respect of goodwill is not reversed. For other assets, an impairment loss is reversed only to the extent
that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation
or amortisation, if no impairment loss had been recognised.

A provision for warranties is recognised when the underlying products or services are sold based on historical warranty data
and a weighing of possible outcome against their associated probabilities.

‘Financial guarantees’ are contracts that require the Group to make specified payments to reimburse the holder for a loss
that it incurs because a specified debtor fails to make payment when it is due in accordance with the terms of a debt
instrument.

Liabilities arising from financial guarantees are initially measured at fair value and the initial fair value is amortised over the
life of the guarantee. The liability is subsequently carried at the higher of this amortised amount and the present value of any
expected payment to settle the liability when a payment under the contract has become probable. Financial guarantees are
included within other liabilities.

Impairment losses are recognised in consolidated statement of profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the other assets in the CGU on a
pro rata basis. For AFS investments carried at cost, the Group makes an assessment of whether there is an objective
evidence of impairment for each investments by assessment of financial and other operating and economic indicators.
Impairment is recognised if the estimated recoverable amount is assessed to be below the cost of the investment.

The ‘recoverable amount’ of an asset or CGU is the greater of its value in use and its fair value less costs to sell. ‘Value in
use’ is based on the estimated future cash flows, 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 or CGU.

Available for sale (continued)
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4

o)

p)

q)

r)

s)

• represents a separate major line of business or geographic areas of operations;
• is part of a single co-ordinated plan to dispose of a separate major line of business or geographic area of operations; or
• is a subsidiary acquired exclusively with a view to re-sale.

t) New standards and interpretations not yet adopted

IFRS 15 Revenue from Contracts with Customers (effective 1 January 2018)
Financial instruments (2014) (effective 1 January 2018)

IFRS 16 Leases (effective 1 January 2019)

i) IFRS 15 Revenue from Contracts with Customers

A number of new standards and amendments to standards are effective for annual periods beginning after 1 January 2016
and earlier application is permitted; however the Group has not early adopted the following new or amended standards in
preparing these consolidated financial statements:

IFRS 9 

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised. It
replaces existing revenue recognition guidance, including IAS 18 Revenue, IAS 11 Construction Contracts and IFRIC 13
Customer Loyalty Programmes.

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary shares and share
options are recognised as a deduction from equity, net of any tax effects.

Share capital

Ordinary shares

Operating leases

According to the Shari'a Supervisory Board of the Company, the Group is required to identify any income deemed to be
derived from sources not acceptable under Shari'a regulations and to set aside such amount in a separate account used to pay
for local social activities.

Staff terminal benefits

The Group provides end of service benefits to its 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.  

Significant accounting policies (continued)

Contributions to retirement pension for UAE nationals 

Forfeited income

The Group contributes to the pension scheme for UAE nationals under the UAE pension and social security law. This is a
defined contribution pension plan and the Group’s contributions are charged to the consolidated statement of profit or loss in
the period to which they relate. In respect of this scheme, the Group has a legal and constructive obligation to pay the fixed
contributions as they fall due and no obligations exist to pay the future benefits.

Discontinued operations

A discontinued operation is a component of the Group's business, the operations and cash flows of which can be clearly
distinguished from the rest of the Group and which:

Leases of assets under which the lessor effectively retains all the risks and rewards of ownership are classified as operating
leases. Payments made under operating leases are recognised in the consolidated statement of profit or loss on a straight-line
basis over the term of the lease.

Classification as a discontinued operations occurs at the earlier of disposal or when the operation meets the criteria to be
classified as held-for-sale.

When an operation is classified as a discontinued operation, the comparative consolidated statement of profit or loss is re-
presented as if the operation had been discontinued from the start of the comparative years.
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t) New standards and interpretations not yet adopted (continued)

ii)

iii)

5 Key accounting estimates and judgments

i) Impairment losses on financing and investing assets and other receivables

ii) Valuation of financial instrument

IFRS 9 Financial Instruments

IFRS 9, published in July 2014, replaces the existing guidance in IAS 39 Financial Instruments: Recognition and
Measurement. IFRS 9 includes revised guidance on the classification and measurement of financial instruments, including a
new expected credit loss model for calculating impairment on financial assets, and the new general hedge accounting
requirements. It also carries forward the guidance on recognition and derecognition of financial instruments from IAS 39.

IFRS 16 Leases

IFRS 16 introduces a single, on-balance lease sheet accounting model for lessees. A lessee recognises a right-of-use asset
representing its right to use the underlying asset and a lease liability representing its obligation to make lease payments.
There are optional exemptions for short-term leases and leases of low value items. Lessor accounting remains similar to the
current standard - i.e. lessors continue to classify leases as finance or operating leases.

The Group recognises transfers between levels of the fair value hierarchy at the end of the reporting period during which the
change has occurred.

The Group reviews its portfolios of financing receivables and other receivable to assess impairment at least on a quarterly
basis. In determining whether an impairment loss should be recorded in the consolidated statement of profit or loss, the
Group makes judgments as to whether there is any observable data indicating that there is a measurable decrease in the
estimated future cash flows from a portfolio within financing receivables and other receivable before the decrease can be
identified with an individual receivable in that portfolio. 

This evidence may include observable data indicating that there has been an adverse change in the payment status of
customers in a group, or national or local economic conditions that correlate with defaults on assets in the Group.
Management uses estimates based on historical loss. Experience for assets with credit risk characteristics and objective
evidence of impairment similar to those in the portfolio when scheduling its future cash flows. The methodology and
assumptions used for estimating both the amount and timing of future cash flows are reviewed regularly to reduce any
differences between loss estimates and actual loss experience.

The Group is in the process of evaluating the potential impact of the above standards on it's consolidated financial
statements.

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next
financial year and the resultant provisions and fair value. Estimates and judgments are continually evaluated and are based
on historical experience and other factors, including expectations of future events that are believed to be reasonable under
the circumstances.

Significant accounting policies (continued)

Valuation techniques include net present value and discounted cash flow models, comparison to similar instruments for
which market observable prices exist, and other valuation models. Assumptions and inputs used in valuation techniques
include risk-free and benchmark profit rates, credit spreads in estimating discount rates, bond and equity prices, foreign
currency exchange rates, equity and equity index prices and expected price volatilities and correlations. The objective of
valuation techniques is to arrive at a fair value measurement that reflects the price that would be received to sell the asset or
paid to transfer the liability in an orderly transaction between market participants at the measurement date. 

The Group measures fair values using the fair value hierarchy, which reflects the significance of the inputs used in making
the measurements.

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:-
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5 Key accounting estimates and judgments (continued)

iii) Classification of investments

iv) Useful life of property and equipment

•
•
•

v) Revenue recognition of IT related Income - (related to discontinued operations)

vi) Valuation of investment property

• Valuation approach

Valuation technique and significant unobservable inputs:-

Management considers the depreciation method utilised reflects the pattern in which the assets' future economic benefits are
expected to be consumed by the Group. Management has not made estimates of residual values for any items of property
and equipment at the end of their useful lives as these have been deemed to be immaterial.

legal or similar limits on the use of the assets.

The following table shows the valuation technique used in measuring the fair value of investment properties, as well as the
significant unobservable inputs used.

The fair value of major investment property was determined by external, independent property valuers, having appropriate
recognised professional qualifications and recent experience in the location and category of the property being valued. Other
investment properties have been assessed internally by the Group.

To derive the market value of the investment property the independent valuer has adopted the income approach. The income
approach of valuation involves the collection of data on the rents prevailing within the vicinity for every type of unit to
arrive at the potential gross income achievable by the subject building. Further adjustments are applied in terms of the
various characteristics of the subject properties using discount rate on the net income and deducting the outstanding
construction cost to derive the market value of the subject properties.

expected physical wear and tear, which depends on operational and environmental factors; and

The Group classifies investments as FVTPL if they are acquired primarily for the purpose of making a short term profit by
the dealers. Changes in fair values are reported as part of the consolidated statement of profit or loss.

expected usage of the assets;

When the outcome of a transaction involving the rendering of service can be estimated reliably, revenue associated with the
transaction is recognised by reference to the stage of completion of the transaction activity at the end of the reporting period.
In judging whether the outcome of a transaction involving the rendering of service can be estimated reliably, management
has considered the detailed criterion for determination of such outcome. For the purpose of estimating the stage of
completion of the transaction, management has considered the forecasts for revenue and expenses, including cost estimates
related to the transaction.

Management decides on acquisition of an investment whether it should be classified as carried at FVTPL or AFS
investments.

All other investments are classified as AFS investments.

The costs of items of property and equipment are depreciated on a systematic basis over the estimated useful lives of the
assets. Management has determined the estimated useful lives of each asset and/ or category of assets based on the following
factors:-
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The estimated fair value
increase/decrease if:

6 Financial risk management

i)
ii)
iii)
iv)

Risk management framework

 Interrelationship between 
key unobservable inputs and 
fair value measurements 

Credit risk;
Liquidity risk;

-Expected market rental 
growth rate
-Risk adjusted discount rates
-Free hold property
-Free of covenants , third 
party rights and obligations 
-Statutory and legal validity
-Condition of the property 
-Sales value of comparable 
properties

The Group has taken the best use fair values for the fair value measurement of its investment properties.

Valuation 
technique

1) Income valuation 
approach
2) Sales comparative  
valuation approach
3) Market value 
approach

This note presents information about the Group’s objectives, policies and processes for measuring and managing risk.

The Group’s board of directors has overall responsibility for the establishment and oversight of the Group’s risk
management framework. The board of directors has established the Group Asset and Liability Management Committee
(ALCO), which is responsible for developing and monitoring Group risk management policies.

The Group’s risk management policies are established to identify and analyse the risks faced by the Group, to set
appropriate risk limits and controls, and to monitor risks and adherence to limits. The risk management policies and systems
are reviewed regularly to reflect changes in market conditions and the Group’s activities. The Group, through its training
and management standards and procedures, aims to develop a disciplined and constructive control environment in which all
employees understand their roles and obligations.

The Group has exposure to the following risks from financial instruments and its operations:

Market risk; and
Operational risk

Significant unobservable 
inputs

-Expected market rental growth
rate were higher
-The risk adjusted discount
rates were  lower / higher
-The property is not free hold
-The property is subject to any
covenants, rights and
obligations 
-The property is subject to any
adverse legal notices /
judgment
-The property is subject to any
defect / damages
-The property is subject to sales
value fluctuations of
surrounding properties in the
area.
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6 Financial risk management (continued)
Risk management framework (continued)

i) Credit risk

•

•

•

•

•

The Group Audit Committee oversees how management monitors compliance with the Group’s risk management policies
and procedures, and reviews the adequacy of the risk management framework in relation to the risks faced by the Group.
The Group Audit Committee is assisted in its oversight role by Internal Audit. Internal Audit undertakes both regular and
adhoc reviews of risk management controls and procedures, the results of which are reported to the Group Audit Committee.
Internal audit has been outsourced to a professional consultancy firm.

Formulating credit policies in consultation with business units, covering collateral requirements, credit assessment, risk
grading and reporting, documentary and legal procedures, and compliance with regulatory and statutory requirements.

Providing advice, guidance and specialist skills to business units to promote best practice throughout the Group in the
management of credit risk.

Reviewing and assessing credit risk in accordance with authorisation structure, limits and discretionary powers prior to
facilities being committed to customers. Renewals and reviews of facilities are subject to the same review process.

Developing and maintaining the Group’s risk gradings to categories exposures according to the degree of risk of financial
loss faced and to focus management on the attendant risks. The risk grading system is used in determining where
impairment provisions may be required against specific credit exposures. The current risk grading framework consists of
five grades reflecting varying degrees of risk of default and the availability of collateral or other credit risk mitigation. These
grades are similar to and in line with the guidelines of the Central Bank of UAE. The responsibility for setting risk grades
lies with the final approving credit committee, as appropriate. Risk grades are subject to regular reviews by Group Risk.

Establishing the authorisation structure for the approval and renewal of credit facilities. Authorisation limits are allocated to
business unit Credit Officers. Larger facilities require approval by the Head of Group Credit, the Group Credit Committee or
the Board of directors.

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial instrument fails to meet its
contractual obligations, and arises principally from the Group’s financing and investing assets to customers and other banks,
and investment in debt securities and funds and receivable from customers. For risk management reporting purposes, the
Group considers and consolidates all elements of credit risk exposure (such as individual obligor default risk, country and
sector risk).

Management of credit risk
The Board of directors has delegated responsibility for the oversight of credit risk to its Group Credit Committee. A separate
Group Credit department, reporting to the Group Credit Committee, is responsible for managing the Group’s credit risk,
including the following:-
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6 Financial risk management (continued)

i) Credit risk (continued)

Exposure to credit risk

2016 2015 2016 2015 2016 2015
AED‘000 AED‘000 AED‘000 AED‘000 AED‘000 AED‘000

153,052 300,389 373,289 259,169 110,569 100,943

Impaired portfolio

Substandard                      -                    - 6,495 3,077                      -                      - 
Doubtful                      -                    - 1,475 946                      -                      - 
Loss                      -                    - 52,985 71,338                      -                      - 

                     -                    - 60,955 75,361                      -                      - 

                     -                    - 7,053 7,089                      -                      - 
                     -                    - 7,053 7,089                      -                      - 

Neither past due
nor impaired 153,052 300,389 348,262 242,863 110,569 100,943
Total non-impaired
portfolio 153,052 300,389 355,315 249,952 110,569 100,943

Gross amount 153,052 300,389 416,270 325,313 110,569 100,943

Total provision                      -                    -         (42,981)             (66,144)                      -                      - 
Net carrying amount 153,052 300,389 373,289 259,169 110,569 100,943

Impaired financing and investing assets

Past due but not impaired financing and investing assets

Balances with banks and 
financial institutions

Financing and investing 
assets

Investments in sukuks and 
funds

Carrying amount, net

The Group measures its exposure to credit risk by reference to the gross carrying amount of financial assets less amounts
offset, and impairment losses, if any.

Other assets (excluding prepayment) amounted to AED 79.3 million (31 December 2015: AED 82.7 million), which is
exposed to credit risk. As at the reporting date, these amounts are current and neither past due nor impaired.

Impaired financing and investing assets are financial assets for which the Group determines that it is probable that it will be
unable to collect all principal and profit due according to the contractual terms of the financing agreement(s). These
financing and investing assets are classified as substandard, doubtful, loss, as appropriate, which is in accordance with the
guidelines issued by the UAE Central Bank.

Total impaired 
portfolio

Non Impaired 
portfolio

Past due but not 
impaired (overdue 
by more than 90 
days)

These are financing and investing assets where contractual profit or principal payments are past due but the Group believes
that impairment is inappropriate on the basis of a genuine repayment source and/or delays in receiving assigned receivables,
the level of security/collateral available and/or the possible scope of collection of amounts owed to the Group.
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6 Financial risk management (continued)

i) Credit risk (continued)

Financing and investing assets with renegotiated terms

Allowances for impairment

Collateral

2016 2015
AED‘000 AED‘000

Against impaired 53,787 24,692
Against past due but not impaired 5,277 6,040

Total collaterals 59,064 30,732

An estimate of the fair value of collateral and other security enhancements held against financing and investing assets to
customers is shown below.

The Group establishes allowance for impairment losses that represents its estimate for incurred losses in its financing and
investing assets portfolio. The main components of this allowance are a specific loss component that relates to individually
significant exposures and a collective loss allowance established for groups of homogeneous assets in respect of losses that
have been incurred but have not been identified on financing assets that are considered individually insignificant as well as
individually significant exposures that were subject to individual assessment for impairment but not found to be individually
impaired. Assets carried at fair value through profit or loss are not subject to impairment testing as the measure of fair value
reflects the credit quality of each asset.

The Group holds collateral against financing and investing assets in the form of pledges/liens over mortgaged financing.

Financing and investing assets with renegotiated terms are financing assets that have been restructured due to a deterioration
in the borrower's financial position and where the Group has made some concessions such as initial maturity is being
extended but there is no loss in terms of profit or principal. Once the loan is restructured it remains in this category for a
minimum period of one year during which time repayment should be regular in order to transfer to standard portfolio. As at
the reporting date (2015: Nil) the Company does not have any financing and investing assets with renegotiated terms.

It is the Group's policy to ensure that financing are extended to customers within their capability to service profit and repay
principal instead of relying excessively on collateral. Accordingly, depending on customers’ credit worthiness and the type
of product, facilities may be unsecured. Nevertheless, collateral is and can be an important credit risk mitigant.

Write-off policy
The Group writes off financing and investing assets/securities (and any related allowances for impairment losses) when it
determines that there is no scope of recovery and the financing and investing assets are uncollectible. This determination is
reached after considering information such as the occurrence of significant changes in the borrower's financial position such
that the borrower can no longer pay the obligation, or that proceeds from collateral will not be sufficient to pay back the
entire exposure and there is no scope to pursue any other avenues.
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6 Financial risk management (continued)

i) Credit risk (continued)
Concentration of Credit Risk

2016 2015 2016 2015 2016 2015
AED‘000 AED‘000 AED‘000 AED‘000 AED‘000 AED‘000

153,052 300,389 373,289 259,169 110,569 100,943

Banks and financial
 institutions 153,052 300,389                    -                        - 99,918 75,070
Retail                      -                    - 165,395              44,934                      -                      - 
Others                      -                    - 207,894 214,235 10,651 25,873

Net total 153,052 300,389 373,289 259,169 110,569 100,943

Concentration by
location:
United Arab Emirates 129,428 257,467 373,289 259,169 10,651 29,787
Asian countries 5,234 8,652                    -                        -                      -                      - 
GCC 7,369 8,028                    -                        -                      - 25,873
Others 11,021 26,242                    -                        - 99,918 45,283

Net total 153,052 300,389 373,289 259,169 110,569 100,943

ii) Liquidity Risk

Management of liquidity risk

Exposure to liquidity risk

Liquidity risk’ is the risk that the Group will encounter difficulty in meeting obligations associated with its financial
liabilities that are settled by delivering cash or another financial asset.

Financing, investing and 
other assets

Investments in sukuks and 
funds

The Group monitors internally concentration of credit risk by sector and geographical location. An analysis of
concentrations of credit risk as defined by the Group's internal approved guidelines at the reporting date is shown below:-

Carrying amount, 
net

Balances with banks and 
financial institutions

The Group’s Board of directors sets the Group’s strategy for managing liquidity risk and delegates responsibility for
oversight of the implementation of this policy to ALCO. ALCO approves the Group’s liquidity policies and procedures.
Treasury department manages the Group’s liquidity position on a day-to-day basis and reviews daily reports covering the
liquidity position. A summary report, including any exceptions and remedial action taken, is submitted on a regular basis to
ALCO.

The Group’s approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to
meet its liabilities when they are due, under both normal and stressed conditions, without incurring unacceptable losses or
risking damage to the Group’s reputation.

Concentration by 
sector:

Details of the Group's net assets are summarised in the table below by the maturity profile of the Group's assets and
liabilities based on the contractual repayments. The maturity profile is monitored by the management to ensure adequate
liquidity is maintained.
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6 Financial risk management (continued)

ii) Liquidity risk (continued)

Maturities of  financial liabilities

Less than 3 months From No stated
3 months to 1 year 1 to 5 year maturity Total
AED’000 AED’000 AED’000 AED’000 AED’000

At 31 December 2016
Financial liabilities
Wakalah deposits 13,032 39,096 182,448 234,498 469,074

Total Financial liabilities 53,194 71,918 194,467 234,498 554,077

Less than 3 months From No stated
3 months to 1 year 1 to 5 year maturity Total
AED’000 AED’000 AED’000 AED’000 AED’000

At 31 December 2015
Financial liabilities
Wakalah deposits 9,701 13,721 357,644                      - 381,066

Total Financial liabilities 24,909 70,111 357,644                      - 452,664

iii) Market Risk

Sensitivity analysis - equity price risk

40,162 32,822 12,019                      - 85,003

Other liabilities (excluding end of 
service benefit) 15,208 56,390 -                                       - 71,598

The Group follows Shari’a principles and contractual returns are not guaranteed and are on profit or loss sharing basis.

Other liabilities (excluding end of 
service benefit)

Market Risk is the risk that changes in market prices - such as profit rates, equity prices and foreign exchange rates and
credit spreads (not relating to change in the obligor's/issuer's credit standing) - will affect the Group's profit or the value of
its holdings of financial instruments. The objective of market risk management is to manage and control market risk
exposures within acceptable parameters to ensure the Group's solvency while optimizing the return on risk.

Equity price risk arises from investments in fair value through profit or loss and available-for-sale equity investments. The
management of the Group monitors the mix of debt and equity securities in its investment portfolio based on market indices.
Material investments within the portfolio are managed on an individual basis and all buy and sell decisions are approved by
the management. The Group manages this risk through diversification of investments in terms of industry distribution.

As part of the management of liquidity risk arising from financial liabilities, the Group holds liquid assets comprising cash
and cash equivalents, which can be readily available to meet liquidity requirements.

Equity price risk

For investments classified as available-for-sale investments and fair value through profit or loss, a 5% increase as at the
reporting date would have increased equity by AED 5.4 million (31 December 2015: AED 5.4 million) and consolidated
statement of profit or loss by AED 0.2 million (31 December 2015: AED 0.1 million) respectively, an equal change in the
opposite direction would have decreased equity in the consolidated statement of profit or loss by a similar amount. 

The primary goal of the Group's investment strategy is to maximise investment returns. In accordance with this strategy,
certain investments are designated at fair value through profit or loss because their performance is actively monitored and
they are managed on a fair value basis. 
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6 Financial risk management (continued)

iii) Market Risk (continued)

Profit rate risk

Currency risk

Sensitivity analysis - currency risk

iv) Operational risk

7

• Safeguard the Group’s ability to continue as a going concern and increase returns for shareholders; and
• Comply with regulatory capital requirements set by the CBUAE.

The Group’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The impact of the level of capital on shareholders’ return is also recognised and
the Group recognises the need to maintain a balance between the higher returns that might be possible with greater gearing
and the advantages and security afforded by a sound capital position.

Capital management

The Group’s objectives when managing capital are as follows:

The Group’s objective is to manage operational risk so as to balance the avoidance of financial losses and damage to the
Group’s reputation with overall cost effectiveness and innovation. In all cases, Group policy requires compliance with all
applicable legal and regulatory requirements.

The Group has taken measures to put in place tools, firstly to identify all such operational risks. The Group has also taken
measures to implement processes and policies to mitigate the risk to an acceptable level and to avoid or minimise financial
losses and damage to Group's reputation.

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates and
arises from financial instruments denominated in a foreign currency.

As at the reporting date, the significant foreign currency exposure is in Egyptian Pounds relating to investment in AFS
securities with a carrying value of AED 108.8 million (31 December 2015 : AED 108.8 million) and in Euro relating to
investments at FVTPL amounting to AED 34.0 million (31 December 2015: AED 13.4 million).

The Group is exposed to currency risk mainly in Egyptian pounds and Euro, as a change of 100 basis points in the AED
exchange rate would have an impact on the equity by AED 1.1 million (31 December 2015: AED 1.1 million) and an equal
change in the opposite direction would have decreased equity by a similar amount.

Similarly a change of 100 basis points in the Euro to AED exchange rate would have an impact on the consolidated
statement of profit or loss AED 0.34 million (31 December 2015: AED 0.13 million) and an equal change in the opposite
direction would have decreased consolidated statement of profit or loss by a similar amount.

‘Operational risk’ is the risk of direct or indirect loss arising from a wide variety of causes associated with the Group’s
processes, personnel, technology and infrastructure, and from external factors other than credit, market and liquidity risks,
such as those arising from legal and regulatory requirements and generally accepted standards of corporate behavior.
Operational risks arise from all of the Group’s operations.

The Group is exposed to profit rate risk on its profit bearing assets and liabilities (financing and investing assets, Islamic
deposits and wakalah deposits).

The Group has complied with all regulatory requirements issued by the Central Bank of the UAE during the year, as the
minimum share capital required by the Central Bank of the UAE is AED 35 million, however, the share capital of the Group
throughout the year was AED 1 billion (31 December 2015: AED 1 billion).

The sensitivity of the consolidated statement of profit or loss is the effect of the assumed changes in profit rates on the
Group's profit for the year, based on the fixed rate financial assets and financial liabilities held at 31 December 2016.

A change in the profit rate by 100b.p. would have increased consolidated statement of profit or loss by AED 1.9 million (31
December 2015: AED 1.8 million) and an equal change in the opposite direction would have decreased consolidated
statement of profit or loss  by a similar amount.
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8 Accounting classification of financial assets and financial liabilities 

At 31 December 2016 FVTPL AFS

Others at 
amortised 

cost

Total 
carrying  
amount

 AED '000  AED '000  AED '000  AED '000 
Financial assets
Cash and balances with banks and financial institution                    -                        - 169,598 169,598
Financing and investing assets                    -                        - 373,289 373,289
Investment in securities 103,245 119,485                      - 222,730
Other assets (excluding prepayments)                    -                        - 79,306 79,306

103,245 119,485 622,193 844,923

Financial liabilities
Wakalah deposits                    -                        - 469,074 469,074
Other liabilities (excluding employees end of service
benefits)                    -                        - 85,003 85,003

                   -                        - 554,077 554,077

At 31 December 2015 FVTPL AFS
Others at 

amortised cost
Total carrying  

amount
 AED '000  AED '000  AED '000  AED '000 

Financial assets
Cash and balances with banks and financial institution                    -                        - 312,361 312,361
Financing and investing assets                    -                        - 259,169 259,169
Investment in securities 87,346 122,744                      - 210,090
Other assets (excluding prepayments)                    -                        - 82,738 82,738

87,346 122,744 654,268 864,358

Financial liabilities
Wakalah deposits                    -                        - 381,066 381,066
Other liabilities (excluding employees end of service
benefits)                    -                        - 71,598 71,598

                   -                        - 452,664 452,664

9 Fair value of financial instrument

The fair values of financial assets and financial liabilities that are traded in active markets are based on quoted market prices
or dealer price quotations. For all other financial instruments, the Group determines fair values using other valuation
techniques.

For financial instruments that trade infrequently and have little price transparency, fair value is less objective, and requires
varying degrees of judgment depending on liquidity, concentration, uncertainty of market factors, pricing assumptions and
other risks affecting the specific instrument.

The table below shows a reconciliation between line items in the consolidated statement of financial position and categories
of financial instruments.

At Fair Value

At Fair Value
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9 Fair value of financial instrument (continued)

i) Fair value hierarchy of assets/liabilities measured at fair value

At 31 December 2016
Financial assets Level 1 Level 2 Level 3 Total

 AED ’000  AED '000  AED '000  AED '000 
FVTPL 3,327                        - 99,918 103,245
AFS                    - 10,651 108,834 119,485

3,327 10,651 208,752 222,730
Non financial assets
Investment properties                    -                        - 299,136 299,136

                   -                        - 299,136 299,136
At 31 December 2015
Financial assets
FVTPL 313 19,082 67,951 87,346
AFS                    - 10,705 112,039 122,744

313 29,787 179,990 210,090
Non financial assets
Investment properties                    -                        - 184,436 184,436

                   -                        - 184,436 184,436

Level 1:  Quoted market price (unadjusted) in an active market for an identical instrument.

Valuation techniques include net present value and discounted cash flow models, comparison with similar instruments for
which market observable prices exist. Assumptions and inputs used in valuation techniques include risk-free and benchmark
profit rates, credit spreads and other premia used in estimating discount rates, bond and equity prices, foreign currency
exchange rates, equity and equity index prices and expected price volatilities and correlations.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price that would be received
to sell the asset or paid to transfer the liability in an orderly transaction between market participants at the measurement
date.

The following table analyses assets/liabilities measured at fair value at the reporting date, by the level in the fair value
hierarchy into which the fair value measurement is categorised. The amounts are based on the values recognised in the
consolidated statement of financial position.

Level 2: Inputs other than quoted prices included within Level 1 that are observable either directly (i.e. as prices) or
indirectly (i.e. derived from prices). This category includes instruments valued using: quoted market prices in active markets
for similar instruments; quoted prices for identical or similar instruments in markets that are considered less than active; or
other valuation techniques in which all significant inputs are directly or indirectly observable from market data.

Level 3: Inputs that are unobservable. This category includes all instruments for which the valuation technique includes
inputs not based on observable data and the unobservable inputs have a significant effect on the instrument’s valuation. This
category includes instruments that are valued based on quoted prices for similar instruments for which significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.

The Group measures fair values using the following fair value hierarchy, which reflects the significance of the inputs used
in making the measurements.



37

Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

9 Fair value of financial instrument (continued)

ii) Financial instruments not measured at fair value 

At 31 December 2016 Level 1 Level 2 Level 3
 Total fair 

value 

 Total 
carrying 
amount 

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

Financial assets
Cash and balances with banks and 
financial institution                    - 169,598                        - 169,598 169,598
Financing and investing assets                    -                    - 373,289 373,289 373,289
Other assets (excluding prepayment)                    -                    - 79,306 79,306 79,306

                   - 169,598 452,595 622,193 622,193

Financial liabilities
Wakalah deposits                    -                    - 469,074 469,074 469,074
Other liabilities (excluding employees 
end of service benefit)                    -                    - 85,003 85,003 85,003

                   -                    - 554,077 554,077 554,077

At 31 December 2015 Level 1 Level 2 Level 3
 Total fair 

value 
 Total carrying 

amount 
 AED '000  AED '000  AED '000  AED '000  AED '000 

Financial assets
Cash and balances with banks and 
financial institution                    - 312,361                        - 312,361 312,361
Financing and investing assets                    -                    - 259,169 259,169 259,169
Other assets (excluding prepayment)                    -                    - 82,738 82,738 82,738

                   - 312,361 341,907 654,268 654,268

Financial liabilities
Wakalah deposits                    -                    - 381,066 381,066 381,066
Other liabilities (excluding employees 
end of service benefit)                    -                    - 71,598 71,598 71,598

                   -                    - 452,664 452,664 452,664

•

• In respect of investments in equities, sukuks, management has used the quoted price when available to assess fair value or
used a Discounted Cash Flow (DCF) methodology based on market observable inputs.

The following table sets out the fair values of financial instruments not measured at fair value and analyses them by the level
in the fair value hierarchy into which each fair value measurement is categorised.

In respect of those financial assets and financial liabilities measured at amortised cost, which are of short term nature (up to
1 year), management believes that carrying amount is equivalent to it's fair value.
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10 Cash and balances with banks and financial institution
31 December 31 December

2016 2015
Note AED '000 AED '000

Balances with Central Bank of UAE             22,305             11,043 
Current accounts with banks and financial institutions 10.4             69,195             87,347 
Cash in hand 10.1             16,546             11,972 

10.2             50,531           195,604 

Security deposits 10.3             11,021               6,395 

          169,598           312,361 

10.1 Cash in hand mainly comprises of balance held by Mawarid Exchange LLC.

10.2

10.3

10.4

11 Cash and cash equivalents
31 December 31 December

2016 2015
AED '000 AED '000

Cash in hand, at banks and financial institutions           108,046           110,362 
Islamic deposits with original maturity of
   less than 3 months.             20,000             55,000 

          128,046           165,362 

12 Financing and investing assets
31 December 31 December

2016 2015
AED '000 AED '000

Financing
Ijarah financing           105,266           138,719 
Commodity murabaha financing           311,004           186,594 

          416,270           325,313 
Provision for impairment           (42,981)           (66,144)

Financing and investing assets – net           373,289           259,169 

Islamic deposits with banks and other
 financial institutions

Security deposits comprises of balances held as margin deposit with correspondent banks and financial institutions for
processing remittance and salary disbursement transactions.

Average profit rate on Islamic deposits ranges from  1.7% to 2.7% (31 December 2015: 1.9% to 3.0%) per annum. All 
deposits and amounts are held with financial institutions within United Arab Emirates.

This includes customers' deposits kept by the Group, in accordance with the regulations issued by the Emirates Securities
and Commodities Authority ("ESCA") the Group maintains separate bank accounts for advances received from its
customers ("The Clients' Money"). The Clients' Money is not available to the Group other than to settle transactions
executed on behalf of the customers.
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12 Financing and investing assets (continued)

All financing and investing assets are based in UAE. The movement for provision for impairment is as follows:

31 December 31 December
2016 2015

Provision for impairment AED '000 AED '000

Opening balance             66,144             13,290 
Provision (released)/made during the year (23,163)                      52,854 

Closing balance             42,981             66,144 

13 Investment properties
31 December 31 December

2016 2015
AED '000 AED '000

Balance at 1 January           184,436           154,876 
Additions             80,080             79,075 
Transferred to property and equipment (4,776)                                 - 
Unrealised gain/(loss) on revaluation of investment properties             39,396 (49,515)          

Balance at 31 December           299,136           184,436 

13.1 Investment properties related income and expenses
31 December 31 December

2016 2015
AED '000 AED '000

Rental income               3,038               1,581 
Repairs and maintenance charges (1,581)            (899)               

14 Investment securities
31 December 31 December

2016 2015
Note AED '000 AED '000

Financial assets at FVTPL 14.1           103,245             87,346 
AFS Investments 14.2           119,485           122,744 

          222,730           210,090 

14.1 Financial assets at FVTPL
31 December 31 December

2016 2015
AED '000 AED '000

Equity securities-Quoted               3,327                  313 
Sukuks and Funds             99,918             87,033 

          103,245             87,346 

During the year ended 31 December 2016, the Group has purchased shares worth of AED 18.81 million (2015: AED 60
million) measured at fair value through profit or loss.

During the year, the Company has acquired certain properties against settlement of financing assets amounting to AED 18.1
million (31 Dec 2015: AED 38.7 million)



40

Mawarid Finance P.J.S.C.
Notes to the consolidated financial statements 
for the year ended 31 December 2016

14 Investment securities (continued)

14.2 AFS Investments
31 December 31 December

2016 2015
AED '000 AED '000

Equity securities-Unquoted           108,834           108,834 
Sukuks and Funds             10,651             13,910 

          119,485           122,744 

14.3 Geographical concentration of investment securities
31 December 31 December

2016 2015
AED '000 AED '000

Within UAE
Financial assets at FVTPL               3,327             19,395 
AFS Investments             10,651             10,705 

            13,978             30,100 

Outside UAE
Financial assets at FVTPL             99,918             67,951 
AFS Investments           108,834           112,039 

          208,752           179,990 

Total investment securities           222,730           210,090 

15 Equity accounted investees
Country of

Name 31 December 31 December incorporation
2016 2015

Dar Al Takaful P.J.S.C 26.1% 26.1% UAE
47.6% 47.6% UAE
47.6% 47.6% Cayman 

Island
Mawarid Technology LLC 38.6% 38.6% UAE

31 December 31 December
2016 2015

AED '000 AED '000

Dar Al Takaful P.J.S.C             27,247             25,923 
          122,078           120,811 
            15,445             15,429 

Mawarid Technology LLC           264,188           246,750 

          428,958           408,913 

Levant Retail Holdings Limited
  
Naxos Finance
 Limited

Takaful and retakaful 
Investment holding company
Investment holding company

IT, Security services and Card 
personalisation services

Naxos Finance Limited

Holding
Principal Activities

Levant Retail Holdings Limited
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15 Equity accounted investees (continued)

Movement in equity accounted investees:- 31 December 31 December
2016 2015

AED '000 AED '000

Balance at 1 January           408,913           167,106 
Add: Share of profit/(loss) from equity accounted investees             20,045                (715)
New investment in Mawarid Technology LLC                    -             246,750 
Divestment of associate                    -               (2,899)
Dividend received                    -               (1,329)

Closing balance as at 31 December           428,958           408,913 

The summarised financial information of the Group's equity accounted investees is as follows:-

31 December 31 December
2016 2015

AED '000 AED '000

Total assets           387,661           345,782 
Total liabilities         (155,636)         (110,410)

Net assets           232,025           235,372 

Share of:
profit/(loss) from continuing operations             20,045                (715)

16 Goodwill

Goodwill arising on acquisition of subsidiaries is allocated to the Group's cash generating unit ("CGU") as follows:-

31 December 31 December
2016 2015

AED '000 AED '000

Plus Medical LLC               9,132               9,132 

Weighted average cost of capital used was 9.61%.

The key assumptions used in the estimation of the recoverable amount are set out below. The values assigned to the key
assumptions represent management’s assessment of future trends in the relevant industries and have been based on historical
data from both external and internal sources.

The cash flow projections included specific estimates for five years and an estimated EV/EBITDA multiple at exit.

The recoverable amount was based on fair value less costs of disposal, estimated using discounted cash flows. The fair value
measurement was categorised as a Level 3 fair value based on the inputs in the valuation technique used.
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17 Property and equipment

Freehold land 
and CWIP

Office 
building

Furniture 
and fixtures

Office and 
equipment

Motor 
vehicles Total

AED '000 AED '000 AED '000 AED '000 AED '000 AED '000
Cost
At 1 January 2015 52,324 26,473 6,068 20,602 1,029 106,496
Additions 43,636                    - 2,153 3,975                      - 49,764
Disposals                      -                    - (1,575)          (8,782)             (879)               (11,236)          
At 31 December 2015 95,960 26,473 6,646 15,795 150 145,024

At 1 January 2016 95,960 26,473 6,646 15,795 150 145,024
Additions 15,344                    - 1,144 2,574                      - 19,062

                     -             4,776                    -                        -                      - 4,776
At 31 December 2016 111,304 31,249 7,790 18,369 150 168,862

Depreciation
At 1 January 2015                      - 9,541 3,427 13,924 742 27,634
Charge for the year                      - 795 1,232 3,625 133 5,785
Disposals                      -                    - (872)             (4,743)             (774)               (6,389)            
At 31 December 2015                      -           10,336             3,787              12,806                  101             27,030 

At 1 January 2016                      - 10,336 3,787 12,806 101 27,030
Charge for the year                      -                    - 1,296 2,024 23 3,343
At 31 December 2016                      - 10,336 5,083 14,830 124 30,373

Carrying amount
At 31 December 2015 95,960 16,137 2,859 2,989 49 117,994

At 31 December 2016 111,304 20,913 2,707 3,539 26 138,489

17.1

18 Intangible assets
31 December 31 December

2016 2015
Note AED '000 AED '000

Opening balance as of 1 January               4,615             13,863 
Software development cost 18.1               6,423               4,615 
Deconsolidation of subsidiaries on loss of control -                               (10,790)
Amortisation of software cost (2,017)                                 - 
Impairment loss -                                 (3,073)

              9,021               4,615 

18.1

Transfer from investment 
properties

Freehold land is held with an intention to build office premises for the Group.

Software development cost pertains to payment made to purchase Core Banking software.
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19 Other assets
31 December 31 December

2016 2015
AED '000 AED '000

Advances to suppliers                  606               1,681 
Deposits                  706                  586 
Staff receivable                  714                  632 
Prepayments               3,682               4,114 
Due from customers             36,171             17,485 
Others             41,109             62,354 

            82,988             86,852 

20 Share capital
31 December 31 December

2016 2015
Note AED '000 AED '000

Authorised issued and paid up capital:
  1 billion ordinary shares of AED 1 each        1,000,000        1,000,000 
Treasury shares of AED 1 each 20.1           (11,500)           (11,000)

20.1 During the year, the Company acquired it's shares from a customer against settlement of financing facility.

21 Statutory reserve

22 General reserve

23 Non-Controlling Interest

List of Subsidiaries
Country of

Name 31 December 31 December incorporation
2016 2015

100% 100% UAE
MFI Investments LLC 100% 100% UAE
Mawarid Consultancy (FZE) 100% 100% UAE
Mawarid Exchange LLC 90% 90% UAE

70% 70% UAEPlus Medical LLC

Mawarid Securities

In accordance with Article (82) of Union Law No. 10 of 1980, the Group has established a statutory reserve by
appropriation of 10% of net profit for each year until the reserve equals 50% of the share capital. This reserve is not
available for distribution.

In accordance with the Articles of Association of the Company, 10% of the Group's net profit for the year is transferred to
the general reserve until the reserve equals to 50% of the paid up share capital. This reserve may be used for purposes
determined by the Ordinary General Assembly pursuant to a proposal by the Board of Directors.

Money exchange
Medical services

Principal Activities

Brokerage business
Holding company

Operational services

Holding
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23 Non-Controlling Interest (continued)

Mawarid 
Exchange LLC

Plus Medical 
LLC Total

At 31 December 2016 AED '000 AED '000 AED '000

NCI percentage 10% 30%

Non current assets 1,605 45 1,650
Current assets 26,575 14,046 40,621
Current liabilities                  (682)                (379)             (1,061)
Net assets 27,498 13,712 41,210
Carrying amount of NCI 2,750 4,113 6,863

Revenue 4,527                      - 4,527
Loss (4,937)             (4,393)            (9,330)            
Total comprehensive loss (4,937)             (4,393)            (9,330)            

Loss allocated to NCI (494)                (1,318)            (1,812)            

Cash flows used in operating activities (3,792)             (4,462)            (8,254)            
Cash flows used in investing activities (707)                (20)                 (727)               
Net decrease in cash and cash equivalents (4,499)             (4,482)            (8,981)            

Technical 
Art Concepts 

(TACME)

Falcon Eye 
Technology

LLC

Mawarid 
Exchange 

LLC

Plus Medical 
LLC Total

At 31 December 2015 AED '000 AED '000 AED '000 AED '000 AED '000

NCI percentage 49% 49% 10% 30%

Non current assets                    -                    -                1,517                    19               1,536 
Current assets                    -                    -              31,669             18,456             50,125 
Non current liabilities                    -                    -                        -                (114)                (114)
Current liabilities                    -                    -                  (751)                (255)             (1,006)
Net assets                    -                    -              32,435             18,106             50,541 
Carrying amount of NCI                    -                    -                3,244               5,431               8,675 

Revenue           73,004           60,446                2,937                      -           136,387 
Profit/(loss)           27,799           11,280               (5,645)             (3,689)             29,745 
OCI                    -                    -                   691                      -                  691 
Total comprehensive income           27,799           11,280               (4,954)             (3,689)             30,436 

Profit/(loss) allocated to NCI           13,622             5,527                  (565)             (1,108)             17,477 
OCI allocated to NCI                    -                    -                     69                      -                    69 

Cash used in operating activities                    -                    -               (5,818)             (3,681)             (9,499)
Cash flows from/(used in) investing activit                    -                    -                4,015                  (42)               3,973 
Net decrease in cash and cash equivalents                    -                    -               (1,803)             (3,723)             (5,526)

 For the year ended 31 December 2015 

The following table summaries the information relating to the Group's subsidiaries which has NCI as at the reporting date,
before any intra group eliminations:-

The results of Tacme and Falcon Eye Technology are presented until 24 December 2015, which is the date on which the
Company lost control over these subsidiaries.

31 December 2015

 For the year ended 31 December 2016 

31 December 2016
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24 Wakalah deposits
31 December 31 December

2016 2015
Note AED '000 AED '000

Qard-e-hasan from customers 24.1             14,537               9,701 
Margin deposits           454,537           371,365 

          469,074           381,066 

24.1

25 Other liabilities
31 December 31 December

2016 2015
AED '000 AED '000

Employees end of service benefits               4,483               4,204 
Accounts payable               4,246                  490 
Wage pay system (WPS) settlement account             33,133             34,322 
Profit payable                  852                  417 
Accrued liabilities               5,025             15,208 
Retention and other business line payable             31,936             15,862 
Others               9,811               5,299 

            89,486             75,802 

26 Income from financing and investing assets
31 December 31 December

2016 2015
AED '000 AED '000

Ijarah               7,506             10,711 
Commodity murabaha             20,259             14,815 

            27,765             25,526 

27 Income from Islamic deposits and wakalah placements
31 December 31 December

2016 2015
AED '000 AED '000

Profit from wakala placement               2,507               3,079 
Profit from other Islamic deposit                  561                  243 

              3,068               3,322 

28 Other income
31 December 31 December

2016 2015
AED '000 AED '000

Rental income from investment properties 3,038 1,581
Brokerage commission 3,178 3,155
Commission income and transfer charges 4,387 2,824
Consulting and Fee income 8,554 4,223
Dividend income 1,337 1,450
Other operating income 1,241 296

21,735 13,529

Qard-e-hasan from customers mainly represent amounts payable to customers for transaction executed on their behalf.
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29 General and administrative expenses
31 December 31 December

2016 2015
AED '000 AED '000

Staff cost 38,794 41,799
Depreciation expense 3,343 3,420
Legal, consulting and professional charges 7,221 5,044
Rental expense 2,867 2,831
Telephone expense 1,353 1,434
Advertising and marketing expense 1,343 587
Finance and WPS related expenses 11,287 8,277
IT related expenses 5,952 3,263
Other operating expenses 7,186 16,151

79,346 82,806

30 Related party transactions

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

Directors 
and key 

management
Other related 

parties
AED '000 AED '000

Asset
Financing and investing assets 13,120 40,801

Liabilities
Wakalah deposits                      - 19,167
Other liabilities                      - 34

Directors 
and key 

management
Other related 

parties
AED '000 AED '000

Assets
Financing and investing assets 14,000 14,057
Other assets                      - 394

Liabilities
Wakalah deposits                      - 2,849
Other liabilities                      - 1,381

In the normal course of business, the Group enters into various transactions with enterprises and key management personnel
which falls within the definition of related parties as defined in IAS 24 (revised). Key management personnel are those
persons having authority and responsibility for planning, directing and controlling the activities of the Group, directly or
indirectly, including any director, executive or otherwise, of the Group. The related party transactions are executed at the
terms agreed between the parties, which in opinion of the management are not significantly different from those that could
have been obtained from third parties. 

31 December 2015

31 December 2016
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30 Related party transactions (continued)

b) Transactions with related parties included in the consolidated statement of profit or loss are as follows:

Directors 
and key 

management
Other related 

parties
AED '000 AED '000

Income from financing and investing assets 127 3,736
Depositors’ share of profits                      - 106
Other income 7                      - 

Directors 
and key 

management
Other related 

parties
AED '000 AED '000

Income from financing and investing assets 101 1,273
Depositors’ share of profits                      - 29
Other income 57                      - 

c) Compensation paid to key management personnel of the Group is as follows:
31 December 31 December

2016 2015
AED '000 AED '000

Short term benefits               2,835 2,451
Employees’ end of service benefits                   176 172

3,011 2,623

31 Commitments and contingent liabilities

a) Commitments

Irrevocable commitments to extend credit 977 1,669

Irrevocable commitments to extend credit include commitments to extend Islamic financing designed to meet the
requirements of the Group’s customers. Commitments generally have fixed expiration dates, or other termination clauses,
and normally require the payment of a fee.  

31 December 2016

31 December 2015

The Company has committed an amount of AED 32 million (31 December 2015:AED 32 million) to a local bank to support
the financing related requirement for one of the associates.
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31 Commitments and contingent liabilities (continued)

b) Contingent liabilities

32 Zakat

33 Approval of consolidated financial statements

34 Comparative figures

Certain comparative figures have been reclassified, wherever necessary, to conform to the presentation adopted in these
consolidated financial statements.

The consolidated financial statement was approved by the Board of directors and authorised for issue on 3 May 2017.

The Group has given a bank guarantee, issued by a local financial institution, mainly in favor of the Central Bank of the
UAE for an amount of AED 35 million (31 December 2015: AED 35 million). This guarantee is provided to the Central
Bank of the UAE against issuance of the license and management does not anticipate that any material liability to arise.

The Group has issued guarantees on behalf of some customers amounting to AED 587 million (31 December 2015: AED
446 million) against which wakala deposit is pledged as security to the Group.

Zakat as approved by the Company's Fatwa and Sharia Supervisory Board (FSSB) amounted to AED 0.0082 (2015: AED
0.015) per share. Shareholders are required to pay Zakat on their own account.

The subsidiary have arranged financial guarantee issued by a local Bank in favor of Dubai Financial Market and Abu Dhabi
Securities Market amounting to AED 21 million (31 December 2015: AED 21 million). The guarantees issued are pledged
against wakala deposit and corporate guarantee by the Parent Company.
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