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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI

Report on the audit of the consolidated financial statements

Opinion

We have audited the consolidated financial statements of Investment Corporation of Dubai
("ICD" or the “Corporation') and its subsidiaries (collectively referred to as the “Group"), which
comprise the consolidated statement of financial position as at 31 December 2017, the
consolidated income statement, consolidated statement of comprehensive income,
consolidated statement of cash flows and consolidated statement of changes in equity for the
year then ended, and notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2017,
and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (“IFRSs").

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (“ISAs"). Our
responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the consolidated financial statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (the "IESBA Code") together with the ethical
requirements that are relevant to our audit of the consolidated financial statements in United
Arab Emirates, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements for the year ended 31
December 2017. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of
the consolidated financial statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of procedures designed to respond
to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying
consolidated financial statements.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

a) Group audit

The Group has a large number of subsidiaries, associates and joint ventures (collectively
referred to as the “Components”) that are significant to the Group's consolidated financial
statements. The geographically decentralised structure increases the complexity of the
Group's control environment and affects our ability as Group auditor to obtain an appropriate
level of understanding of these Components including any related party transactions. Due to
the complexity of the Group structure and the significance of these Components to the Group's
consolidated financial statements, this is considered as a key audit matter.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

o As part of our audit, we determined the nature and extent of audit procedures to be carried
out for Components and selected significant Components based on size and/or the risk
profile.

e During our audit, we have specifically focused on risks in relation to the decentralised
structure and we have extended our involvement in local audit work performed by the
Component auditors.

e We organised site visits, meetings and conference calls with auditors of the Components in
our audit scope. We further discussed the audit approach with significant Component
auditors and also provided detailed instructions to them covering the significant areas and
risks to be covered including the identification of related parties and the transactions with
them. We also set out the information required to be reported back to us as part of group
reporting.

Refer to the basis of consolidation in note 2.4 to the consolidated financial statements, note
39 for the listing of Group's significant Components and note 35 for the related party balances
and transactions.

b) Impairment of loans and receivables and Islamic financing and investment products
Loans and receivables and Islamic financing and investment products of the Group’s
commercial and Islamic banking Component, Emirates NBD Bank PJSC and its subsidiaries (the
“Bank™), represent a significant part of the total assets of the Group. Due to the inherently
judgmental nature of the computation of impairment provisions for loans and receivables and
Islamic financing and investment products, there is a risk that the amount of impairment
allowance may be misstated. We considered this matter as a key audit matter. The impairment
of loans and receivables and Islamic financing and investment products is estimated by the
Bank's management through the application of judgment and the use of subjective
assumptions.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

b) Impairment of loans and receivables and Islamic financing and investment products
(continued)

The corporate loan portfolio generally comprises larger loans that are monitored individually
by the Bank's management. The assessment of impairment allowance is therefore based on
the Bank's management's knowledge of each individual borrower. However, consumer loans
generally comprise much smaller value loans to a much larger number of customers. Provisions
are not calculated on an individual basis, but are determined by grouping of products into
homogeneous portfolios.

The portfolios are then monitored through delinguency statistics, which drive the assessment
of impairment allowance. The portfolios, which give rise to the greatest uncertainty, are
typically those where impairments are derived from collective models, are unsecured or are
subject to potential collateral shortfalls.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e For corporate customers, the key controls over the credit grading process were tested, to
assess if the risk grades allocated to the counterparties were appropriate. A detailed credit
assessment of all loans in excess of a defined threshold was performed and loans in excess
of a lower threshold in the watch-list category and impaired category together with a
selection of other loans.

e For consumer customers, the impairment process is based on projecting losses based on
prior historical payment performance of each portfolio, adjusted for current market
conditions. The accuracy of key data from the portfolio used in the models was tested in
addition to re-performance of key provision calculations.

e The assumptions for collective impairment allowances were compared to externally
available industry, financial and economic data. As part of this, estimates and assumptions
were critically assessed, specifically in respect to the inputs to the impairment models and
the consistency of judgment applied in the use of economic factors, loss emergence periods
and the observation period for historical default rates. Specialists were used to assess the
appropriateness of the collective impairment calculation methodology.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to impairment of loans and receivables and Islamic
financing and investment products, note 2.5 which contains the disclosure of significant
accounting estimates relating to impairment against loans and receivables and Islamic
financing and investment products, notes 19 and 20 which contain the disclosure of
impairment against islamic financing and investment products and loans and receivables
respectively.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

¢) Timing of recognition and accuracy of passenger and cargo revenue

Emirates, the Group's Component operating in the aviation sector, provides commercial air
transportation services, which include passenger and cargo services. Emirates contributes a
significant portion to the total consolidated revenues of the Group.

When a flight booking is made, passenger and cargo revenue is initially deferred on the
consolidated statement of financial position and is measured based on the sales price to the
customer. Revenue is recognised in the consolidated income statement when a passenger or
the cargo has flown.

The determination of the amount of revenue to be recognised for each flight requires complex
IT systems and involves the exchange of information with industry systems and other airlines
for a high volume of transactions.

The accounting for passenger and cargo revenue is susceptible to management override of
controls through the recording of manual journals in the accounting records, the override of IT
systems to accelerate revenue recognition, or the manipulation of inputs used to calculate
revenue recorded in respect of unused revenue documents.

The timing of revenue recognition for unused tickets requires judgement due to the timeframe
over which tickets can be utilised varying due to the large number of fare types sold by
Emirates. The management of Emirates has determined the value of unused revenue
documents that will not be utilised based on ticket validity and historical expiry trends.

We consider this as a key audit matter because of the complexity of the internal IT systems and
the significant level of judgement required by the management of Emirates in determining the
timing of recognition of unused revenue documents, in addition to the significance of the
revenue from Emirates to the Group.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e End-to-end walkthroughs of the finance and operational processes surrounding the revenue
system were performed, utilising the understanding from prior years to reassess the design
effectiveness of the key internal controls and identify changes, if any.

e Testing of the operating effectiveness of these controls was performed to obtain sufficient,
appropriate evidence that they operated throughout the year as intended.

e Key IT systems that affect the recognition of revenue from passenger and cargo sales were
tested including the change control procedures and related application controls.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
¢) Timing of recognition and accuracy of passenger and cargo revenue ( continued)

How key audit matter has been addressed (continued)
The risks outlined above were addressed as follows; (continued)

e Computer assisted audit techniques were performed over the passenger and cargo revenue
and appropriate substantive tests of manual journal entries posted into relevant revenue
accounts in the sub-ledger and general ledger were also performed.

e Data supporting Emirates’ historical expiry trend in respect of unused revenue documents
was obtained. In addition to performing controls based testing as described above,
accuracy of the historical expiry data was tested and was compared with data used by
Emirates in their calculation of the amount of revenue to recognize from unused revenue
documents.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to revenue recognition of airlines and note 2.5
which contains the disclosure of significant accounting estimates relating to the passenger and
cargo revenue recognition.

d) Concentration of related party balances

Under IFRS 7 Financial Instruments: Disclosures, specific disclosures are required for each type
of risk arising from financial instruments. These include gqualitative disclosure around how
exposures arise and how they are measured and managed, summary quantitative data about
an entity’'s exposure to each type of risk, and information about an entity's credit risk
exposures, including significant credit risk concentrations ("concentration risk"). In addition,
for government owned entities such as ICD, disclosure is required under IAS 24 Related Party
Disclosures of a qualitative or quantitative indication of the extent of transactions with the
government or related entities.

Note 35 to the consolidated financial statements, describes the Bank's exposure to the
Government of Dubai (the “Government™). Significant management judgment is involved in
determining the disclosures required by IFRS 7 and IAS 24 to address the concentration and
related risks and related party disclosures arising from this balance and the income arising
from it. As such, we consider this a key audit matter.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

d) Concentration of related party balances (continued)

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e To audit the balances due from the Government and the related income as recorded in the
Bank's books of accounts, a combination of tests of controls, analytical review procedures
and specific substantive audit procedures was performed to test related parties and
transactions. Key controls in the loan and overdraft granting, booking and monitoring
processes were identified, documented and tested.

¢ Balances were confirmed by the borrower. The calculation of income was re-performed on
a sample basis to determine whether it had been recognised in accordance with [FRSs.
Minutes of meetings of the Bank's management and those charged with governance were
reviewed, and identified related party transactions were compared with those identified by
the Bank's management. The adequacy of these disclosures was performed by assessing
whether a reasonable user of the consolidated financial statements could understand the
exposure of the Group to concentration and related risks, and by considering the ability of
such a user to reasonably estimate the extent of transactions with the Government,
including the income arising from the receivable balance, based on the disclosures
provided.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the relevant accounting policy adopted by the Group and note 35 for details on the related

party.

e) Valuation of production and development assets

The recoverability of the carrying amount of production and development assets of Emirates
National Oil Company (ENOC) and its subsidiaries (collectively referred to as the "ENOC
Group™), engaged in oil and gas activities, is dependent upon the future cash flows of the ENOC
Group's upstream operations and its estimation of oil and gas reserves.

Management's assessment of the impairment of the ENOC Group's production and
development assets, through their value in use model, involves significant judgments, which
include:

e Long term oil and gas price outlook beyond five years;

e The estimation of oil and natural gas reserves at the year-end;

o Construction of a Gas Treatment Plant ("GTP") in future and possible access to the gas
market once the construction of GTP is complete; and

¢ Discount factor used.

The outcome of the impairment assessment might have a significant impact on the financial
performance of the Group. Therefore, we have considered this matter as a key audit matter.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
e) Valuation of production and development assets (continued)

The ENOC Group engages professionally qualified external independent petroleum engineers
to estimate the oil and nature gas reserves at regular intervals. The petroleum engineers follow
the definitions and the guidelines of Petroleum Resource Management System Document
published by the Society of Petroleum Evaluation Engineers.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e The competence and objectivity of the external independent petroleum engineers engaged
by the management of the ENOC Group was assessed and their terms of engagement were
read to check that they were appropriately qualified to carry out the estimation of oil and
gas reserves and to determine whether there were any matters that might have affected
their objectivity or may have imposed scope limitations on their work.

e The ENOC Group's long-term oil and gas price outlook was assessed, which included both
long-term and short-term assumptions of oil and gas prices. The short-term price
assumptions used by the management of the ENOC Group were compared to the market
forward curves.

e The plan for the construction of GTP, the technical feasibility of the project and the current
status of awarding of the contract was assessed by reviewing the detailed internal project
plan,

e Verified the mathematical accuracy of the value-in-use model prepared by the management
of the ENOC Group and the reserves incorporated in the model were agreed with the
reports.

o The report submitted by the external independent petroleum engineers was verified with
the approval of the internal technical committee.

e The sensitivity analysis of cash flows underlying the net present value calculation was
reviewed.

e The adequacy of the disclosures in the consolidated financial statements was also assessed.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to valuation of production and development
assets, note 2.5 which contains the disclosure of significant accounting estimates refating to
production and development assets and note 10 for the oil and gas interests of the Group.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

f) Valuation of aircraft held for lease

The Group's component, Dubai Aerospace Enterprises (DAE) Limited and its subsidiaries (“DAE
Group™), is engaged in providing aircraft on leases. DAE has undertaken an impairment review,
by comparing the carrying value of aircraft to their estimated recoverable value, which is the
higher of fair value less costs to sell or value in use.

In order to assess fair value less cost to sell, the management of DAE Group obtained aircraft
valuations from external aviation consultancies and considered the average of these
valuations.

In order to assess value in use, the management of DAE Group prepared a discounted cash flow
forecast that contains significant judgement and assumptions. The key assumptions and
judgments adopted are:

e The discount rate applied to forecasted cash flows;

e Estimates relating to the period between lease rentals and the value of future, non-
contracted lease rentals which are assessed against rates published by external aviation
consultancies; and

e Assumed resale value at the end of the aircraft’s life.

We consider this as a key audit matter because of the level of DAE Group management's
judgment required and the sensitivity of the impairment assessment to key assumptions.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e Theimpairment assessment prepared by DAE Group’s management was obtained, together
with the supporting documentation and underlying assumptions.

e The net book values of aircraft used in the impairment assessment were confirmed with the
fixed asset register and the mathematical accuracy of the overall calculation was ensured
within the impairment assessment.

e The market values used by DAE Group's management were directly confirmed with external
aviation consultancies on a sample basis. The independent external valuer's competence,
capabilities and objectivity were evaluated.

e The mathematical accuracy of the value in use calculations, prepared by DAE Group's
management, was tested.

e The contractual lease rentals assumed within DAE Group's management's model were
compared to lease contracts currently in place.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
f)  Valuation of aircraft held for lease (continued)

How key audit matter has been addressed (continued)
The risks outlined above were addressed as follows: (continued)

e The reasonableness of estimates relating to the period between lease rentals and
anticipated values of future non-contracted rentals, were corroborated with senior
operational personnel of DAE Group.

e The end of aircraft life valuation was confirmed by reference to reports issued by external
aviation consultancies.

e Internal valuation specialists were involved to validate that the discount rate adopted was
appropriate.

e The potential impact of reasonably possible downside changes in these key assumptions
were considered and a sensitivity analysis was performed to assess the financial impact of
changes in key assumptions.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to property, plant and equipment (which includes
aircraft held for lease), note 2.5 which contains the disclosure of significant accounting
estimates relating to impairment of property, plant and equipment (which includes aircraft held
for lease) and note 10 which contains the details of property, plant and equipment (which
includes aircraft held for lease).

g) Accounting for frequent flyer programme

Emirates operates a frequent flyer programme (‘Skywards") in order to encourage and
incentivise loyalty from its customers. Skywards members earn Skywards miles either after a
flight has been paid for and flown or from Skywards partners that purchase miles from Emirates
to issue to their customers. Skywards miles can be redeemed for reductions in airfares as well
as being used towards free flights, cabin class upgrades and other non-airline rewards.

The fair value of unused miles issued to Skywards members is recognised on the consolidated
statement of financial position as deferred revenue.

The fair value per mile is calculated using a model incorporating a number of factors including
historical sector average fares, fares for upgrades, ticket and upgrade availability and
redemption patterns. An estimate is also made of the number of miles that will expire based on
historical expiry patterns and anticipated future changes to the programme.

We consider this as a key audit matter because of the significant level of judgement exercised
by the management of Emirates in determining the underlying assumptions within the model.




EY

Building a better
working world

INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
g) Accounting for frequent flyer programme (continued)

How key audit matter has been addressed
The Emirates’ management’s model supporting the calculation of Skywards deferred revenue
was tested as follows:

o The process and the related control by which deferred revenue is calculated were assessed.

e The automated controls and key interfaces around the systems used to initially record the
Skywards miles for each member were tested to ensure that data from the systems is
accurately recorded in the model.

e Calculations within the model were re-performed.

e The key assumptions within the model were tested including agreeing historical expiry
trends supporting the expiry percentage to underlying reports, discussing anticipated
future changes to the Skywards programme that may impact expiry trends with appropriate
senior management of Emirates, testing ticket and upgrade availability to internal
supporting evidence and agreeing a sample of fares to published market fares.

o A sensitivity analysis was performed on the key assumptions and variables used in the
model.

Refer to the significant accounting policies note 2.6 to the consolidated financial statements
for the significant accounting policy relating to frequent flyer programme and note 2.5 which
contains the disclosure of significant accounting estimates relating to frequent flyer
programme,

h) Accounting for aircraft return and maintenance provisions
Emirates operates a significant number of aircraft under operating lease arrangements,

Under the terms of the operating lease arrangements with the lessors, Emirates is
contractually committed either to return the aircraft and engines in a certain condition or to
compensate the lessor based on the actual condition of the aircraft and engines at the date of
return. Accordingly, a provision for maintenance associated with aircraft return conditions is
recorded during the lease term.

The provision is calculated using a model, which incorporates a number of assumptions,
requiring significant judgment.

We consider this as a key audit matter due to the significant level of judgement exercised by
the management of Emirates in determining the underlying assumptions within the model.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
h) Accounting for aircraft return and maintenance provisions (continued)

How key audit matter has been addressed
The risks outlined above were addressed as follows:

o The aircraft return and maintenance provision model prepared by the management of
Emirates was obtained, together with a summary of the underlying assumptions.

e The completeness of the provision was tested by checking that all significant return
condition obligations included in an aircraft operating lease contract were included in the
model.

e The mathematical accuracy of the calculation was tested.

e The following key assumptions were discussed and corroborated with the senior
engineering personnel of Emirates:
— the past and expected future utilisation and maintenance patterns of the aircraft;
— the expected cost of each maintenance event at the time it is expected to occur; and
— the discount rate applied to the future liability.

e The historical utilisation was compared to flying records and future utilisation assumptions
were considered in light of past experience. Assumed maintenance costs were assessed
against historical actual costs incurred and existing long-term maintenance agreements.
Future maintenance patterns were assessed against internal maintenance plans. The
discount rate applied by the management of Emirates to the future liability was checked to
ensure that it is within an acceptable range with reference to the time value of money
applicable to Emirates and the risks specific to the liability.

e Along with performing sensitivity analysis on reasonably possible changes in assumptions,
provisions held for aircraft and engines returned during the year were also compared to
the compensation paid out to the lessors or actual costs incurred to establish if past
provisions were reasonable.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to provision for maintenance and note 2.5 which
contains the disclosure of significant accounting estimates relating to provision for
maintenance.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

i) Lease classification and the related lease accounting
Emirates operates aircraft under both finance and operating lease arrangements and during
the current year entered into sale and leaseback transactions on new aircraft deliveries.

In determining the appropriate lease classification, IAS 17 - ‘Leases’is applied by Emirates and
the substance of the transaction rather than just the legal form is considered. Profits or losses
on sale and leaseback transactions are either recognised immediately or deferred in
accordance with the finance and operating leases accounting policy set out in note 2.6 to the
consolidated financial statements.

We consider this as a key audit matter because of the accounting implications for leases
including the presentation within the consolidated financial statements, are substantially
different depending on the classification determined, and because of the inherent level of
Emirates’ management’s judgement within the assessment together with the materiality of the
related balances.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e The Emirates’ management's assessment of lease classification under IFRS were evaluated
to determine whether a lease is considered to be finance or operating in nature.

e The lease agreements for aircraft deliveries during the year were examined to identify:
_  whether the lease transfers ownership of the aircraft to Emirates by the end of the lease
term;
_ whether Emirates has the option to purchase the aircraft at a price that is sufficiently
lower than the fair value on exercise date; and
_ whether the lease term is for the major part of the economic life of the aircraft.

e Independent calculations were undertaken to assess:
_ whether the rate of return implicit in the lease is calculated reasonably; and
— whether the present value of the minimum lease payments amounts to substantially all
of the fair value of the leased asset.

e In the case of sale and lease back transactions on new aircraft resulting in an operating
lease, the fair values of aircraft were compared to the purchase price and the profit or loss
recalculated on these transactions. It was considered whether the management of Emirates
has appropriately accounted for the profit or loss arising on these transactions.

e The related disclosures in the consolidated financial statements were tested to check
consistency with the disclosure requirements of IFRS.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to leases and note 2.5 which contains the
disclosure of significant accounting judgment relating to classification of operating/finance
leases.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

j) Impairment of goodwill and other intangible assets

In accordance with IAS 36 Impairment of Assets, goodwill and intangible assets with an
indefinite useful life are required to be tested annually for impairment. For other intangible
assets, at the end of each reporting period, the Group is required to assess whether there is
any indication that an asset may be impaired or if there is a change in the estimated useful life.

The Group carries out the impairment assessment of goodwill and intangible assets by
estimating the asset’s or cash generating unit (“CGU")'s value in use or fair value less cost of
disposal and comparing it against the carrying values.

We consider impairment of goodwill and intangible assets to be a key audit matter because of
their significance and judgment involved in testing such items for impairment.

How key audit matter has been addressed
The risks outlined above were addressed as follows:

e The basis for the determination of CGUs by management was examined.

e The value in use calculations were checked by assessing the reasonableness of cash flow
projections and comparing key inputs, such as discount rates and growth rates, to
externally available industry, economic and financial data and the Group's own historical
data and performance. Valuation specialists were used to test the key assumptions used in
valuation.

e The fair value less cost to sell calculation was checked by comparing the carrying value of
CGU to the fair value based on its quoted market price at the reporting date, wherever
applicable.

e Discussed with management for any event which may trigger an impairment of other
intangible assets or change in their useful life.

Refer to the significant accounting policies note 2.4 to the consolidated financial
statements for the significant accounting policy relating to impairment of intangible assets,
note 2.5 which contains the disclosure of significant accounting estimates relating to the
impairment of intangible assets and note 11 which includes details of the impairment
assessment exercise carried out by the management for the goodwill and other intangible
assets.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)

k) Impairment of investment properties

Investment properties of the Group are carried at cost less accumulated depreciation and
impairment losses, if any. The fair values of investment properties as at the year-end have
been determined internally by management and/or through third party valuations.

The valuation of investment properties involves significant estimation and assumptions. Any
variation in the estimation or assumptions used for the valuation could have a material impact
on the consolidated financial statements of the Group. Due to the existence of significant
estimation, this has been considered as a key audit matter.

How key audit matter has been addressed

The assumptions used by the management of the relevant component and third party valuers
were assessed for appropriateness. This involved using valuation specialists to review the
valuation report for selected properties and assess whether the valuation approach and
methods used are in accordance with established standards for valuation of the properties and
suitable for use in determining fair value for the purpose of impairment loss and disclosure of
fair value in the consolidated financial statements.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the significant accounting policy relating to investment properties, note 2.5 which contains
the disclosure of significant accounting estimates relating to the impairment losses on
investment properties and note 12.1 which includes details of the impairment assessment
exercise carried out by the management for the investment properties.

I) Valuation of goodwill, intangible assets and tangible assets/liabilities through business
combinations

During the year, the Group completed acquisitions in ALEC Engineering & Contracting LLC

("ALEC™) and Carmel Capital ("AWAS") as disclosed in note 9 to the consolidated financial

statements: these have been determined to be business combinations under IFRS 3 Business

Combinations.

The management undertook the purchase price allocation exercise for these business
combinations to determine the fair values of identifiable assets acquired (including any
intangible assets), liabilities assumed, any non-controlling interests in the acquiree and
resultant goodwill.

These involved:

(i) On ALEC, engaging Independent professional valuers, to support the management in the
purchase price allocation.

(i) On AWAS, management preparing an assessment model and supporting narrative
explanations.
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INDEPENDENT AUDITOR'S REPORT TO THE OWNER OF
INVESTMENT CORPORATION OF DUBAI (continued)

Report on the audit of the consolidated financial statements (continued)

Key audit matters (continued)

D

Valuation of goodwill, intangible assets and tangible assets/liabilities through business
combinations (continued)

We consider this a key audit matter due to the significant level of judgment exercised by the
management in identifying and determining the fair values of the assets acquired (including
intangible assets), liabilities assumed, any non-controlling interests and resultant goodwill.

How key audit matter has been addressed

Internal valuation specialists were involved to review the principles applied by the
management on the AWAS acquisition and by independent valuer on the ALEC acquisition,
in calculating the fair value of identifiable assets acquired (including any intangible assets)
and liabilities assumed.

On ALEC, where an independent valuer was used, their competence and capabilities were
assessed.

The methodology applied in the fair value assessment was discussed with senior
management.

Purchase consideration and acquisition amounts were agreed to purchase agreements and
related legal documents.

Key inputs used in the fair value assessment were tested on a sample basis.

Mathematical accuracy of fair value assessment and the supporting calculations were
verified.

Refer to the significant accounting policies note 2.4 to the consolidated financial statements
for the relevant accounting policy adopted by the Group and note 9 which describes the
business combinations during the year together with the fair values of assets, liabilities, non-
controlling interests and resultant goodwill recognised on these business combinations.














































































































































































































































