2nd February 2015
DAMAC REAL ESTATE DEVELOPMENT LIMITED
RECORD PERFORMANCE IN 2014
46% INCREASE IN NET PROFIT OVER PREVIOUS YEAR
DAMAC Real Estate Development Limited (LSE: DMC) (“DAMAC” or the "Company"),
a leading developer of high-end and luxury residential property in the Middle East,
announces results for the twelve months ending 31 December 2014.
FINANCIAL HIGHLIGHTS
 Recognized revenue grew by 64% to $2,009.6 million in the twelve months to
December 2014 (FY 2013: $1,224.3 million), comprising development income
attributed to the delivery of 3,553 units across 8 projects; alongside land sales at
flagship developments AKOYA by DAMAC and AKOYA Oxygen, which generated
revenue of $873.5 million, 43% of total revenues.


Gross profit for FY 2014 increased by 49% to $1,176.1 million (FY 2013: $788.0
million), with a 46% growth in net profit to $937.0 million for the same period (FY
2013: $641.5 million); both driven by the growth in recognized revenues.



Gross margin remained strong at 58.5% for FY 2014.



Operating profit increased by 48% to $939.3 million for FY 2014 (FY 2013: $636.4
million).



Cashflow generated from operations grew to $882.4 million for FY 2014
(FY 2013: $489.8 million) driven mainly by higher booked sales resulting in
increased cash collection as advances from customers and higher profit generated
during the period.



Total assets stood at $5,122.7 million as at 31 December 2014, representing
growth of 68% compared to 31 December 2013, primarily led by an increase in
cash and bank balances and increase in development properties.



Development properties stood at $2,327.5 million, as at 31 December 2014, an
increase of $394.8 million (20%) compared to 31 December 2013. This increase is
primarily due to the additions to land bank, comprising AKOYA Oxygen and few
other plots, partially offset by deliveries during the period.



Shareholders’ equity increased by 118% from 31 December 2013 to
$1,433.6 million at 31 December 2014 as a result of net profit earned during the
period, and adjusted for dividend distributed during the year.



Gross debt stood at $719.6 million (31 December 2013: $85.3 million). The
increase in gross debt pertains to the $650 million Sukuk raised in April 2014 (five
year note at a fixed coupon of 4.97% per annum).



Advances from customers stood at just short of $2 billion as at 31 December
2014, compared to $1,715.3 million as at 31 December 2013. The increase was
mainly due to higher booked sales and cash collection from customers during the
period.



Completion of the DAMAC GDR share swap offer took place on 9 January 2015
and admission to the DFM took place on 12 January 2015.

OPERATIONAL HIGHLIGHTS
 Booked sales for FY 2014 increased 28% to $3.1 billion from $2.5 billion in FY
2013. Sales were mainly driven by the launch of AKOYA Oxygen along with healthy
sales in existing in-progress projects by DAMAC.
 3,553 units were completed and delivered during 2014, which includes 968 units
delivered during 4Q 2014. Cumulative units delivered till date at 12,866 units.


8 developments were completed during 2014, including The Vogue, The
Cosmopolitan, Waters Edge, Lincoln Park, Executive Bay, Capital Bay and two
buildings of Lakeside as well as our first international development, Al Jawharah in
the Kingdom of Saudi Arabia.



Significant operational milestones during 2014 include:
- The launch of AKOYA Oxygen spreading over 55 million sq. ft., with a TRUMP
World golf club, luxury villas, and 18-hole championship golf course designed by
Tiger Woods.
- The extension of The Drive at AKOYA to 2.5km, from 1.3km, making it the
region’s longest outdoor retail strip
- The announcement of Paramount Hotel Downtown on Sheikh Zayed road.
- Continued growth of serviced and hotel apartment offering; opening 4 DAMAC
Hotels & Resorts developments during the period.
- The launch of Constella, the first officially certified Sharia compliant development
in the region.
- Solid construction progress across all projects under development:
- DAMAC Heights in Dubai Marina has reached the 53rd level.
- Upper Crest in the Burj Area has been topped.
- The Distinction in the Burj Area at the 43rd level.
- DAMAC Towers by Paramount all four towers at the 16th level above podium.
- AKOYA by DAMAC has more than 2,145 villas with main contractors.
- Low rise G+7 projects have the raft and initial slab work has also been
finished.
- AKOYA Oxygen, significant early progress has been made. External road
works are well underway to provide access into the site. The sales centre and
site office are substantially completed. Bulk earthworks designs have been
approved and the contractor is mobilising to the site.



In addition to the $513 million AKOYA Oxygen land purchase, other land
acquisitions of $86 million, adding further potential for 1,500 new units to the total
development pipeline (in-progress and in-planning), which, at the year end,
comprises 38,000 units with a total estimated project value of more than $19.5
billion.

Hussain Sajwani, Executive Chairman and Chief Executive Officer of DAMAC,
commented: “2014 was another milestone year for DAMAC; both as its first full year
as a listed company and as a period in which the company delivered a record financial
performance. The strong increase in recognised revenues during the year highlights the
successful delivery and sale of land and units across a number of projects, as well as
the appeal of our diverse product base to customers around the world.
The launch of AKOYA Oxygen in 2014, coupled with the ongoing development of our
extremely popular AKOYA by DAMAC development, has supported and bolstered
these higher revenues. Both developments are cornerstones of the DAMAC luxury
proposition; drawing on the expertise and design from leading brands and figures such
as the TRUMP Organisation and Tiger Woods Design to ensure they deliver the highest
quality retail and leisure facilities. Our growing hospitality arm and retail offering through
The Drive at AKOYA complement this residential focus and add another dimension to
the exciting, modern lifestyle we are trying to create for our customers.
Against the backdrop of economic growth and a stabilisation of real estate prices in
Dubai, we believe that DAMAC will continue to benefit from customer demand for our
product.”
* All Dollar figures in this statement are United States Dollars

-endNOTES TO EDITORS:
DAMAC Real Estate Development Limited (LSE: DMC) is a leading developer of highend property in the Middle East, with a strong track record in Dubai and a growing
presence in other markets in the region. Its award-winning developments include some
of the most iconic buildings in Dubai's luxury property sector and its brand is widely
recognised throughout the region. DAMAC Real Estate Development Limited operates
primarily in the residential segment of the luxury property sector but has also developed
a number of mixed-use and commercial properties. DAMAC Real Estate Development
Limited is currently expanding the appeal of and demand for its residential units by
delivering products including (i) fully serviced hotel apartments and hotels; (ii)
apartments and villas that are co-branded with premium lifestyle brands such as FENDI
Casa, Versace Home, The Trump Organization and Paramount Hotels & Resorts; and
(iii) villas and apartments in luxury lifestyle golf community developments such as its
AKOYA by DAMAC and AKOYA Oxygen master developments.
DAMAC Real Estate Development Company
Niall Mc Loughlin
+971 4 3732190
Investor.relations@damacgroup.com
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Consolidated statement of comprehensive income
For the year ended 31 December 2014

Notes
Revenue
Cost of sales
Gross profit
Other operating income
General, administrative and selling expenses
Brokerage commission
Depreciation
Reversal of impairment on development properties
Operating profit
Other income
Finance income
Finance costs

19

20
21
6
7

22

Profit for the year
Other comprehensive income
Items that will not be reclassified subsequently to
profit or loss
Items that may be reclassified subsequently to
profit or loss
- Revaluation reserve on financial investments
recycled on disposal

2,009.6
(833.5)
----------------------------------1,176.1
47.8
(256.0)
(67.1)
(3.8)
42.3
----------------------------------939.3
9.8
15.1
(27.2)
----------------------------------937.0

-

Total comprehensive income for the year

Earnings per share
Basic and diluted (US$)

2014
US$ Million

28

2013
US$ Million
1,224.3
(436.3)
----------------------------------788.0
69.4
(181.1)
(63.4)
(3.6)
27.1
----------------------------------636.4
5.7
4.3
(4.9)
----------------------------------641.5

-

(0.5)
----------------------------------936.5
==============

0.5
----------------------------------642.0
==============

1.44
==============

0.99
==============

The accompanying notes form an integral part of these consolidated financial statements
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Consolidated statement of changes in shareholders’ equity
For the year ended 31 December 2014
Share
capital

Statutory
reserve

Group
restructuring
reserve

Investment
revaluation
reserve

Retained
earnings

Total

US$ Million

US$ Million

US$ Million

US$ Million

US$ Million

US$ Million

86.4

41.0

-

-

12.5

139.9

-

-

-

0.5

641.5

642.0

Group restructuring reserve (Note 12)

563.6

-

(566.7)

-

-

(3.1)

Transfer to statutory reserve (Note 13)

-

0.3

-

-

(0.3)

-

Dividend paid

-

-

-

-

(119.7)

Balance at 1 January 2013
Total comprehensive income for the year

Balance at 31 December 2013
Total comprehensive income for the year
Dividend paid
Balance at 31 December 2014

--------------------------------

--------------------------------

650.0
-

41.3
-

-

-

--------------------------------

(119.7)

--------------------------------

--------------------------------

--------------------------------

(566.7)
-

0.5
(0.5)

534.0
937.0

659.1
936.5

-

-

(162.0)

(162.0)

--------------------------------

--------------------------------

--------------------------------

--------------------------------

--------------------------------

--------------------------------

650.0
=============

41.3
=============

(566.7)
=============

=============

1,309.0
=============

1,433.6
=============

The accompanying notes form an integral part of these consolidated financial statements
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Consolidated statement of cash flows
For the year ended 31 December 2014

Cash flows from operating activities
Profit for the year
Adjustments for:
Depreciation of property and equipment (Note 6)
Provision for employees’ end of service indemnity (Note 17)
Gain on disposal of financial investments
Loss on retirement of property and equipment
Amortisation of issue costs on Sukuk certificates (Note 15)
Finance costs
Finance income
Provision for impairment on trade receivables (Note 9)
Reversal of impairment on development properties (Note 7)
Operating cash flows before changes in operating assets and liabilities
Increase in trade and other receivables
Decrease in due from related parties
Increase/(decrease) in due to related parties
Increase in trade and other payables
Increase in development properties
Cash generated from operations
Finance costs paid
Interest received
Employees’ end of service indemnity paid (Note 17)
Net cash generated from operating activities

Cash flows from investing activities
Purchases of property and equipment (Note 6)
Increase in deposits with an original maturity of greater than
three months (Note 11)
Proceeds from disposal of financial investments (Note 10)
Acquisition of financial investments
Increase in other financial assets
Net cash used in investing activities

2014
US$ Million

2013
US$ Million

937.0

641.5

3.8
3.3
(0.2)
0.7
0.6
27.2
(15.1)
25.5
(42.3)
----------------------------------940.5
(358.8)
9.8
652.1
(356.5)
----------------------------------887.1
(19.7)
15.3
(0.3)
----------------------------------882.4
-----------------------------------

3.6
2.0
(0.3)
4.9
(4.3)
24.0
(27.1)
----------------------------------644.3
(369.3)
377.3
(310.0)
460.0
(310.8)
----------------------------------491.5
(4.9)
3.8
(0.6)
----------------------------------489.8
-----------------------------------

(8.3)

(4.9)

(310.1)
30.4
(1.0)
(154.1)
----------------------------------(443.1)
-----------------------------------

(19.1)
11.6
(5.7)
----------------------------------(18.1)
-----------------------------------

The accompanying notes form an integral part of these consolidated financial statements
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Consolidated statement of cash flows
For the year ended 31 December 2014 (continued)

Cash flows from financing activities
Bank borrowings during the year (Note 14)
Repayments of bank borrowing (Note 14)
Net proceeds from issuance of Sukuk certificates (Note 15)
Dividend paid
Net cash generated from/(used in) financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year (Note 11)

2014
US$ Million

2013
US$ Million

75.3
(85.3)
643.7
(162.0)
----------------------------------471.7
----------------------------------911.0

97.9
(129.7)
----------------------------------(31.8)
----------------------------------439.9

545.7
----------------------------------1,456.7
==============

105.8
----------------------------------545.7
==============

The accompanying notes form an integral part of these consolidated financial statements
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Notes to the consolidated financial statements
For the year ended 31 December 2014
1.

Establishment and operations

DAMAC Real Estate Development Limited, DIFC (the “Company” or the “Parent”) was incorporated on
31 October 2013 as a Company Limited by shares (registration number 1476) with the Registrar of
Companies of the Dubai International Financial Centre (the “DIFC”) under the Companies Law, DIFC
Law No. 2. The registered address of the Company is Office No. 206A, Level 2, Park Towers, Dubai
International Financial Centre, P.O. Box 2195, Dubai, United Arab Emirates.
The Company completed its Global Depository Receipts Listing on the London Stock Exchange on 3
December 2013.
The Parent and its subsidiaries (collectively the ‘‘Group’’) are involved in the development of properties
in the Middle East.
The Parent is controlled by Mr. Hussain Ali Habib Sajwani (the “Chief Executive Officer”) with 85.72%
ownership interest held at Damac Properties Dubai Co. (PSC).
Subsequent event
The eligible holders of Global Depository Receipts (the “GDRs”) representing ordinary shares of the
Company were made an offer by Damac Properties Dubai Co. (PSC) to exchange their GDRs for
ordinary shares of Damac Properties Dubai Co. (PSC) at a defined exchange rate. The offer closed on 9
January 2015 at which point 97.44% of the GDR holders accepted the offer. The shares issued to the
GDR holders by Damac Properties Dubai Co. (PSC) were listed on the Dubai Financial Market on 12
January 2015. As at 12 January 2015, Damac Properties Dubai Co. (PSC) owns 99.63% of the Company.
2.

Application of new and revised International Financial Reporting Standards (“IFRS”)

2.1

New and revised IFRS applied with no material effect on the consolidated financial statements

The following new and revised IFRS, which became effective for annual periods beginning on or after 1
January 2014, have been adopted in these consolidated financial statements. The application of these
revised and new IFRS has not had any material impact on the amounts reported for the current and prior
years but may affect the accounting for future transactions or arrangements.


Amendments to IAS 32 Financial Instruments: Presentation relating to application guidance on the
offsetting of financial assets and financial liabilities.



Amendments to IAS 36 Recoverable Amount Disclosures
The amendments restrict the requirements to disclose the recoverable amount of an asset or CGU to
the period in which an impairment loss has been recognised or reversed. They also expand and
clarify the disclosure requirements applicable when an asset or CGU's recoverable amount has been
determined on the basis of fair value less costs of disposal.



Amendments to IAS 39 Financial Instruments: Recognition and
Derivatives and Continuation of Hedge Accounting

Measurement, Novation of

The amendment allows the continuation of hedge accounting when a derivative is novated to a
clearing counterparty and certain conditions are met.


Amendments to IFRS 10, IFRS 12 and IAS 27 - Guidance on Investment Entities
On 31 October 2012, the IASB published a standard on investment entities, which amends IFRS 10,
IFRS 12, and IAS 27 and introduces the concept of an investment entity in IFRS.

DAMAC Real Estate Development Limited, DIFC
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
2.

Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

2.2

New and revised IFRS in issue but not yet effective and not early adopted

The Group has not early applied the following new standards, amendments and interpretations that have
been issued but are not yet effective:

New and revised IFRS

Effective for annual
periods beginning
on or after

 Amendments to IFRS 7 Financial Instruments: Disclosures relating to
disclosures about the initial application of IFRS 9

When IFRS 9 is
first applied

 IFRS 7 Financial Instruments: Additional hedge accounting disclosures (and
consequential amendments) resulting from the introduction of the hedge
accounting chapter in IFRS 9.

When IFRS 9 is
first applied

 IFRS 9 Financial Instruments (2009) issued in November 2009 introduces new
requirements for the classification and measurement of financial assets. IFRS 9
Financial Instruments (2010) revised in October 2010 includes the requirements
for the classification and measurement of financial liabilities, and carrying over
the existing derecognition requirements from IAS 39 Financial Instruments:
Recognition and Measurement.

1 January 2018

IFRS 9 Financial Instruments (2013) was revised in November 2013 to
incorporate a hedge accounting chapter and permit the early application of the
requirements for presenting in other comprehensive income the own credit gains
or losses on financial liabilities designated under the fair value option without
early applying the other requirements of IFRS 9.
Finalised version of IFRS 9 (IFRS 9 Financial Instruments (2014)) was issued in
July 2014 incorporating requirements for classification and measurement,
impairment, general hedge accounting and derecognition.
IFRS 9 (2009) and IFRS 9 (2010) were superseded by IFRS 9 (2013) and IFRS
9 (2010) also superseded IFRS 9 (2009). IFRS 9 (2014) supersedes all previous
versions of the standard. The various standards also permit various transitional
options. Accordingly, entities can effectively choose which parts of IFRS 9 they
apply, meaning they can choose to apply: (1) the classification and measurement
requirements for financial assets: (2) the classification and measurement
requirements for both financial assets and financial liabilities: (3) the
classification and measurement requirements and the hedge accounting
requirements provided that the relevant date of the initial application is before
1 February 2015.
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
2.

Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

2.2

New and revised IFRS in issue but not yet effective and not early adopted (continued)

New and revised IFRS

Effective for annual
periods beginning
on or after

 IFRS 15 Revenue from Contracts with Customers

1 January 2017

In May 2014, IFRS 15 was issued which established a single comprehensive
model for entities to use in accounting for revenue arising from contracts with
customers. IFRS 15 will supersede the current revenue recognition guidance
including IAS 18 Revenue, IAS 11 Construction Contracts and the related
interpretations when it becomes effective.
The core principle of IFRS 15 is that an entity should recognize revenue to
depict the transfer of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled in exchange
for those goods or services. Specifically, the standard introduces a 5-step
approach to revenue recognition:






Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.
Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the
contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance
obligation.

Under IFRS 15, an entity recognises when (or as) a performance obligation is
satisfied, i.e. when 'control' of the goods or services underlying the particular
performance obligation is transferred to the customer. Far more prescriptive
guidance has been added in IFRS 15 to deal with specific scenarios.
Furthermore, extensive disclosures are required by IFRS 15.
 Annual Improvements to IFRS 2012 - 2014 Cycle that include amendments to
IFRS 5, IFRS 7, IAS 19 and IAS 34.

1 July 2016

 Amendments to IAS 16 and IAS 38 to clarify the acceptable methods of
depreciation and amortization.

1 January 2016

 Amendments to IFRS 11 to clarify accounting for acquisitions of Interests in
Joint Operations.

1 January 2016

 Amendments to IAS 16 and IAS 41 require biological assets that meet the
definition of a bearer plant to be accounted for as property, plant and equipment
in accordance with IAS 16.

1 January 2016

 Amendments to IFRS 10 and IAS 28 clarify that the recognition of the gain or
loss on the sale or contribution of assets between an investor and its associate or
joint venture depends on whether the assets sold or contributed constitute a
business.

1 January 2016
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
2.

Application of new and revised International Financial Reporting Standards (“IFRS”)
(continued)

2.2

New and revised IFRS in issue but not yet effective and not early adopted (continued)

New and revised IFRS

Effective for annual
periods beginning
on or after

 Amendments to IFRS 10, IFRS 12 and IAS 28 clarifying certain aspects of
applying the consolidation exception for investment entities.

1 January 2016

 Amendments to IAS 27 allow an entity to account for investments in
subsidiaries, joint ventures and associates either at cost, in accordance with IAS
39/IFRS 9 or using the equity method in an entity's separate financial
statements.

1 January 2016

 Amendments to IAS 1 to address perceived impediments to preparers exercising
their judgment in presenting their financial reports.

1 January 2016

 Annual Improvements to IFRS 2010 - 2012 Cycle that includes amendments to
IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 38 and IAS 24.

1 July 2014

 Annual Improvements to IFRS 2011 - 2013 Cycle that includes amendments to
IFRS 1, IFRS 3, IFRS 13 and IAS 40.

1 July 2014

 Amendments to IAS 19 Employee Benefits clarify the requirements that relate to
how contributions from employees or third parties that are linked to service
should be attributed to periods of service.

1 July 2014

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s consolidated financial statements for the period beginning 1 January 2015 or as and when they
are applicable and adoption of these new standards, interpretations and amendments, except for IFRS 9
and IFRS 15, may have no material impact on the consolidated financial statements of the Group in the
period of initial application.
Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Group’s consolidated financial
statements for the annual period beginning 1 January 2017 and 1 January 2018 respectively. The
application of IFRS 15 and IFRS 9 may have significant impact on amounts reported and disclosures
made in the Group’s consolidated financial statements in respect of revenue from contracts with
customers and the Group’s financial assets and financial liabilities. However, it is not practicable to
provide a reasonable estimate of effects of the application of these standards until the Group performs a
detailed review.
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies

3.1

Statement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS”).
3.2

Basis of preparation

The consolidated financial statements are prepared under the historical cost convention, except for certain
financial instruments that have been measured at fair value at the end of each reporting period.
The consolidated financial statements are presented in United States Dollars (“US$”) which is the
Group’s reporting currency. The individual financial statements of each Group entity are prepared in local
currency, being the currency in the primary economic environment in which these entities operate (the
functional currency).
The principal accounting policies adopted in the preparation of these consolidated financial statements are
set out below.
3.3

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved when the Group:




has power over the investee;
is exposed, or has the rights, to variable returns from its involvement with the investee; and
has the ability to use its power to affect its returns.

Subsidiaries are consolidated from the date of acquisition, being the date on which the Group obtains
control, and continue to be consolidated until the date when such control ceases.
The Company reassesses whether or not it controls an investee if facts and circumstances indicate that
there are changes to one or more of the three elements of control listed above.
When the Company has less than a majority of the voting rights of an investee, it has power over the
investee when the voting rights are sufficient to give it the practical ability to direct the relevant activities
of the investee unilaterally. The Company considers all relevant facts and circumstances in assessing
whether or not the Company’s voting rights in an investee are sufficient to give it power, including:




the size of the Company’s holding of voting rights relative to the size and dispersion of holdings of the
other vote holders;
potential voting rights held by the Company, other vote holders or other parties;
rights arising from other contractual arrangements; and
any additional facts and circumstances that indicate that the Company has, or does not have, the current
ability to direct the relevant activities at the time that decisions need to be made, including voting
patterns at previous shareholders’ meeting

DAMAC Real Estate Development Limited, DIFC
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.3

Basis of consolidation (continued)

When the Group loses control over a subsidiary, it:








Derecognizes the assets (including goodwill) and liabilities of the subsidiary;
Derecognizes the carrying amount of any non-controlling interest;
Derecognizes the cumulative translation differences recorded in equity;
Recognizes the fair value of the consideration received;
Recognizes the fair value of any investment retained;
Recognizes any surplus or deficit in profit and loss;
Reclassifies the parent’s share of components previously recognized in other comprehensive income to
profit and loss or retained earnings, as appropriate.

The financial statements of the subsidiaries owned through special purpose entities (intermediary parent
companies) are prepared for the same reporting period as the company, using consistent accounting policies.
Where necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting
policies into line with those adopted at Group level.
All intra-Group balances, transactions, income and expenses and profits or losses resulting from intra-Group
transactions are eliminated in full on consolidation.
The Company consolidated 100% of the operations, assets and liabilities of the subsidiaries (excluding
branches) listed below which in total are 76 (2013: 72) companies (together the “Group”).

Entity
Damac Crescent Properties Co
LLC
Damac Luxury Real Estate
Properties Co LLC
Damac Heritage Properties Co
LLC
Damac General Trading LLC
Damac Ocean Heights Co. LLC
Frontline Investment Management
Co. LLC
Al Aman Investment Management
Co. LLC
Damac Enterprises & Management
Co. LLC
Damac Media And Marketing LLC

Country of
incorporation

Principal
activities

Legal
interest

Economic
interest

United Arab Emirates

100%

100%

100%

100%

100%

100%

United Arab Emirates
United Arab Emirates
United Arab Emirates

Real estate
development
Real estate
development
Real estate
development
Holding company
Sales office
Shell company

100%
100%
100%

100%
100%
100%

United Arab Emirates

Holding company

100%

100%

United Arab Emirates

Trade marks

100%

100%

United Arab Emirates

Marketing and public
relations
Holding company

100%

100%

100%

100%

Holding company

100%

100%

United Arab Emirates
United Arab Emirates

Damac Properties Development Co United Arab Emirates
LLC
Damac Properties Co. LLC
United Arab Emirates

DAMAC Real Estate Development Limited, DIFC
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.3

Basis of consolidation (continued)

Entity

Country of
incorporation

Principal
activities

Legal
interest

Economic
interest

Marina Terrace Co. LLC

United Arab Emirates

100%

100%

Damac Gulf Properties LLC

United Arab Emirates

100%

100%

Lake Terrace Co. LLC

United Arab Emirates

100%

100%

Royal Crown Properties Co. LLC
Damac Star Properties LLC

United Arab Emirates
United Arab Emirates

100%
100%

100%
100%

Island Oasis Properties LLC

United Arab Emirates

100%

100%

Damac Crescent Properties LLC

United Arab Emirates

100%

100%

Damac Development LLC

United Arab Emirates

100%

100%

Luxury Facilities Management Co.
LLC
Damac Tuscan Residence LLC
Abraj Al Rakhaa General Trading
Limited
Global Properties Company
Limited
Middle East Properties Company
Limited
Damac Fortune Properties
Company Limited
Damac Lake View Company
Limited
Damac Properties Company
Limited
Damac Park Towers Company
Limited
Excel Operations Company
Limited
Damac Ocean Heights Company
Limited
Damac Crown Properties
Company Limited
Damac Investment & Properties
(Jordan) LLC
Al-Imaratieh Properties LLC

United Arab Emirates

Real estate
development
Real estate
development
Real estate
development
Holding company
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Facilities management

100%

100%

100%
100%

100%
100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

100%

United Arab Emirates

Holding company
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Holding company

100%

100%

United Arab Emirates

Hotels management

100%

100%

United Arab Emirates

100%

100%

100%

100%

100%

100%

Damac Lebanon SAL (Holding)

Lebanon

100%

100%

Damac Properties Lebanon SAL

Lebanon

Real estate
development
Real estate
development
Real estate
development
Holding company
Real estate
development

100%

100%

United Arab Emirates
Iraq
United Arab Emirates
United Arab Emirates
United Arab Emirates
United Arab Emirates
United Arab Emirates
United Arab Emirates

Jordan
Jordan
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.3

Basis of consolidation (continued)
Country of
incorporation

Principal
activities

Legal
interest

Economic
interest

Damac Properties International
Limited
Damac Enterprises Co. Limited
Damac Properties Company
Limited
The Waves FZ LLC

Mauritius

Holding company

100%

100%

Mauritius
Saudi Arabia

100%
100%

100%
100%

100%

100%

Damac Real Estate Developers FZ
LLC
Damac Properties FZ LLC

United Arab Emirates

100%

100%

100%

100%

Damac Real Estate Services Co
LLC
Namaa Properties Development
LLC
Damac Homes LLC

United Arab Emirates

Trade marks
Real estate
development
Real estate
development
Real estate
development
Real estate
development
Holding company

100%

100%

100%

100%

100%

100%

Kings Valley Investment Co LLC
Damac Properties Services Co. Shj
LLC
Valencia Development Company
WLL
Al Hikmah International
Enterprises LLC
Quality Investment Co LLC
Damac Properties Qatar W.L.L.
Ocean Pearl Real Estate Company
LLC
Bright Gulf Investments Limited
Luxury Owner Association
Management Services
Majara Investments Limited
Ali Habib Kukar's Real Estate
Office
Arjann Holdings Limited
Middle East Dubai
Premier Vision Property
Development
Heritage Properties
Maksab Holding Limited
Malak Al Rafidayn Properties
Investment
Elegance Marketing Co LLC

United Arab Emirates
United Arab Emirates

Real estate
development
Group treasury
operation
Shell company
Sales office

100%
49%

100%
100%

100%

100%

49%

100%

100%
100%
100%

100%
100%
100%

BVI
United Arab Emirates

Real estate
development
Real estate
development
Shell company
Holding company
Real estate
development
Shell company
Facilities management

100%
100%

100%
100%

BVI
Saudi Arabia

Investment company
Sales office

100%
100%

100%
100%

BVI
Qatar
Qatar

Shell company
Shell Company
Shell company

100%
100%
100%

100%
100%
100%

Qatar
BVI
Iraq

Shell company
Holding company
Real estate
development
Marketing and public
relations

100%
100%
100%

100%
100%
100%

100%

100%

Entity

United Arab Emirates

United Arab Emirates

United Arab Emirates
United Arab Emirates

Bahrain
Qatar
United Arab Emirates
Qatar
United Arab Emirates

United Arab Emirates
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For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.3

Basis of consolidation (continued)

Entity
Damac Hotels & Resorts
Management LLC
Tilal Development Holding SAL
Prosperity Trading WOFE
Blue Eagle Investment Co LLC
Damac TR Holding Co Ltd
Damac FC Holding Co Ltd
Business Tower Investment
LLC**
Priority Holding Limited *
Alpha Star Holding Limited *
Damac Ocean Heights Company
Limited *
Damac Business Village LLC *
Damac Private Real Estate
Management LLC *
Damac World Real Estate LLC *
Alpha Star Holding II Limited *

Country of
incorporation

Principal
activities

Legal
interest

Economic
interest

United Arab Emirates

Hotels management

100%

100%

Lebanon
China
United Arab Emirates
United Arab Emirates
United Arab Emirates
United Arab Emirates

100%
100%
100%
100%
100%
100%

100%
100%
100%
100%
100%
100%

Cayman Island
Cayman Island
Maldives

Holding company
Trading company
Trust arrangement
Holding company
Holding company
Real estate
development
Holding company
Holding company
Holding company

100%
0%
100%

100%
100%
100%

United Arab Emirates
United Arab Emirates

Investment company
Sales office

100%
100%

100%
100%

United Arab Emirates
Cayman Island

Sales office
Trust arrangement

100%
0%

100%
100%

* These are newly incorporated entities that became part of the Group during the year ended
31 December 2014.
** The entity acquired was the legal owner of a land plot.
There are certain entities included in the table above for which the Group's legal ownership has been less
than 100%. These are entities whose shares have been held for and on behalf of the Parent and for each
such entity the Parent's economic interest is 100%.
The beneficial ownership of the above entities is with the Group either directly or indirectly through
beneficial ownership agreements. All balances and transactions between Group entities consolidated in
these consolidated financial statements have been eliminated upon consolidation. Subsidiaries are fully
consolidated from the date of acquisition, being the date on which the Group obtains control, and
continue to be consolidated until the date when such control ceases. The financial statements of the
subsidiaries are prepared for the same reporting period as the Parent, using consistent accounting
policies.
During the year the Group transferred its ownership interest in the following subsidiaries to the Chief
Executive Officer for a consideration equivalent to the book value of these subsidiaries.
Book value on
Entity
Country of incorporation
Principal activities
date of transfer
Sadaf Investment Limited
Daman Holding Limited
Accredited Holding Limited

BVI
BVI
BVI

Holding company
Shell company
Shell company

US$ 1,000
US$ 1,000
US$ 1,000
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Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.3

Basis of consolidation (continued)

During the year the Group liquidated its following subsidiary:
Entity

Country of incorporation

Principal activities

Star Luxury LLC

Russia

Sales office

3.4

Business combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration for each
acquisition is measured at fair value which is calculated as the sum of the acquisition-date fair values of
the assets transferred by the Group, liabilities incurred by the Group to the former owners of the acquiree
and the equity interests issued by the Group in exchange for control of the acquiree. Acquistion-related
costs are generally recognised in the consolidated statement of comprehensive income as incurred.
At the acquisition date, the identifiable assets acquired, and the liabilities assumed are recognised at their
fair value, except that:


deferred tax assets or liabilities and liabilities or assets related to employee benefit arrangements are
recognised and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits
respectively;



liabilities or equity instruments related to the replacement by the Group of an acquiree’s share-based
payment awards are measured in accordance with IFRS 2 Share-based Payment at the acquisition
date; and



assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations are measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the consideration transferred, the amount of any noncontrolling interests in the acquiree, and the fair value of the acquirer’s previously held equity interest in
the acquiree (if any) over the net of the acquisition date amounts of the identifiable assets acquired and
the liabilities assumed. If, after reassessment, the net of the acquisition date amounts of the identifiable
assets acquired and liabilities assumed exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the acquirer’s previously held interest
in the acquiree (if any), the excess of recognised immediately in the consolidated statement of
comprehensive income as a bargain purchase gain.
Non-controlling interests that are present ownership interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of liquidation may be intially measured either at fair value at
the non-controlling interests’ proportionate share of the recognised amounts of the acquiree’s identifiable
net assets. The choice of the measurement basis is made on a transaction-by-transaction basis. Other
types of non-controlling interests are measured at the fair value or, when applicable, on the basis
specified in another IFRS.

DAMAC Real Estate Development Limited, DIFC

19

Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.4

Business combinations (continued)

Where applicable, the consideration for the acquisition includes any asset or liability resulting from a
contingent consideration arrangement, is measured at its acquisition-date fair value. Subsequent changes
in such fair values are adjusted against the cost of acquisition where they qualify as measurement period
adjustments. All other subsequent changes in the fair value of contingent consideration classified as an
asset or liability are accounted for in accordance with the relevant IFRS. Changes in the fair value of
contingent consideration classified as equity are not recognised.
Where a business combination is achieved in stages, the Group’s previously held interests in the acquired
entity are remeasured to fair value at the acquisition date (i.e. the date the Group attains control) and the
resulting gain or loss, if any, is recognised in the consolidated statement of comprehensive income.
Amounts arising from interests in the acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified to consolidated statement of comprehensive
income, where such treatment would be appropriate if that interest were disposed of.
If the initial accounting for a business combination is incomplete by the end of the reporting period in
which the combination occurs, the Group reports provisional amounts for the items for which the
accounting is incomplete. The provisional amounts are adjusted during the measurement period, or
additional assets or liabilities are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affected the amounts
recognised at that date.
Business combinations involving entities under common control
On 3 December 2013, the Company became the legal holding company of DAMAC Properties
Development Co. LLC, DAMAC General Trading LLC, Kings Valley Investment Co. LLC, DAMAC
Tuscan Residences LLC and DAMAC Properties International Limited, Mauritius, together with their
underlying subsidiaries (together the “Combined Group”). This transaction fell outside the scope of IFRS
3 Business Combinations, therefore the pooling of interests method was applied and the consolidated
financial statements of the Group for the year ended 31 December 2013 were presented as a continuation
of the “Combined Group”. The following accounting treatment was applied:
a) the assets and liabilities of the “Combined Group” were recognised and measured in the consolidated
financial statements at the pre-combination carrying amounts, without restatement to fair value; and
b) the retained earnings and other equity balances of the “Combined Group” immediately before the
business combination, and the results for the period from 1 January 2013 to the date of the business
combination are those of the “Combined Group” as the Company did not trade prior to the
transaction.
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For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.5

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. The major component
of the Group’s revenue has been from the sale of land plots from the Group’s development properties.
The Group recognises revenue when it is probable that the economic benefits from the sale will flow to
the Group, the revenue and costs can be measured reliably and the risks and rewards of ownership of the
unit have been transferred to the buyer. At the point of revenue recognition the Group retains neither
continuing managerial involvement to the degree usually associated with ownership nor effective control
over the units/land plots sold.
Sales of property
This represents the revenue recognised for the sale of individual units from the Group’s development
properties. The Group determines the point of recognition to be when the risks and rewards of ownership
have been transferred to the buyer. This is the point at which handover of units to the buyer has occurred.
Sale of land
Revenue from sale of land is recognised when the significant risks and rewards of ownership of the land
have passed to the buyer. This is considered to be the point at which the buyer has right of access,
construction, assignment and sale.
Contracts for provision of construction services
Where the outcome of a contract for the provision of construction services can be estimated reliably,
revenue and costs are recognised by reference to the stage of completion of the contract activity at the
statement of financial position date, measured as the proportion that contract costs incurred for work
performed to date bear to the estimated total contract costs, except where this would not be
representative of the stage of completion. Variations in contract work, claims and incentive payments are
included to the extent that they have been agreed with the customer.
Where the outcome of such a contract cannot be estimated reliably, contract revenue is recognised to the
extent of contract costs incurred that it is probable will be recoverable. Contract costs are recognised as
expenses in the period in which they are incurred.
Where it is probable that the total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately.
Repossession of units
In some instances, particularly when the buyer has missed payment obligations on outstanding amounts
due, after units have been handed over, the Group exercises its right to recover units as per the terms of
the contracts in place with the customer. The unit repossessed is recognised in development properties at
the cost incurred in enacting the repossession.
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For the year ended 31 December 2014 (continued)
3.

Significant accounting policies (continued)

3.5

Revenue recognition (continued)

Management fees
Management fees principally relate to property management services provided to owners of the Group’s
completed developments. Revenue in respect of these fees is recognised in line with the property
management contracts and, following the accrual basis, is recognised in the period to which the services
relate.
Interest income
Interest income is recognised when it is probable that the economic benefits will flow to the Group and
the amount of income can be measured reliably. Interest income is accrued on a timely basis, by
reference to the principal outstanding and at the effective interest rate applicable, which is the rate that
exactly discounts estimated future cash receipts through the expected life of the financial asset to that
asset's net carrying amount on initial recognition.
Cost of sales
Cost of sales includes the cost of land and development costs. Development costs include the cost of
infrastructure and construction.
The cost of development properties recognised in the consolidated statement of comprehensive income
on sale is determined with reference to the specific cost incurred on the property sold through allocation
based on the relative area of the property sold.
3.6

Development properties

Properties acquired, or being developed with the intention of sale are classified as development
properties. These are stated at the lower of cost and net realisable value.
Cost principally includes the cost of the land and construction cost and all other costs which are
necessary to get the properties ready for sale. Net realisable value represents the estimated selling value,
based on sales relevant in the year, less costs to be incurred in selling the properties.
Provisions are recognised when the Group has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliable estimate
can be made of the amount of the obligation.
3.7

Provisions

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the reporting date, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows.
When some or all of the economic benefits required to settle a provision are expected to be recovered
from a third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will
be received and the amount of the receivable can be measured reliably.
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3.

Significant accounting policies (continued)

3.8

Property and equipment

Property and equipment is stated at cost less accumulated depreciation and any identified impairment
loss. The cost of property and equipment is the purchase consideration together with any incidental costs
of acquisition.
Cost includes professional fees and, for qualifying assets, borrowing costs capitalised in accordance with
the Group’s accounting policy. Depreciation of these assets commences when the assets are ready for
their intended use.
Depreciation is charged so as to write off the cost other than freehold land and properties under
construction, over their estimated useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at each year end, with the effect of any changes in
estimate accounted for on a prospective basis.
The following useful lives are used in the calculation of depreciation:
Furniture and fixtures
Tools and office equipment
Motor vehicles

Years
6
6
6

The gain or loss arising on the disposal or retirement of an item of property and equipment is determined
as the difference between the sales proceeds and the carrying amount of the asset and is recognised in the
consolidated statement of comprehensive income.
3.9

Impairment of tangible assets

At each reporting date, the Group reviews the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment
loss (if any). Where it is not possible to estimate the recoverable amount of an individual asset, the
Group estimates the recoverable amount of the cash-generating unit, typically the development project,
to which the asset belongs. Where a reasonable and consistent basis of allocation can be identified,
corporate assets are also allocated to individual cash-generating units, or otherwise they are allocated to
the smallest group of cash-generating units for which a reasonable and consistent allocation basis can be
identified.
Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in the consolidated statement of comprehensive income,
unless the relevant asset is carried at a revalued amount, in which case the reversal of the impairment
loss is treated as a revaluation increase.
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Significant accounting policies (continued)

3.9

Impairment of tangible assets (continued)

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in the consolidated statement of comprehensive income, unless the relevant asset
is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.
3.10

Provision for employees’ end of service benefits

The Group provides end of service benefits to its expatriate employees. The entitlement to these benefits
is usually based upon the employees’ final salary and length of service, subject to the completion of a
minimum service period as stipulated in the Labour Laws of the respective countries of operations. The
expected costs of these benefits are accrued over the period of employment.
3.11

Leases

For the years ended 31 December 2013 and 31 December 2014, the Group did not have any finance
leases and all leases have been classified as operating leases.
Operating lease payments are recognised as an expense on a straight-line basis over the lease term,
except where another systematic basis is more representative of the time pattern in which economic
benefits from the leased asset are consumed. Contingent rentals arising under operating leases are
recognised as an expense in the period in which they are incurred.
In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are consumed.
3.12

Foreign currencies

The individual financial statements of each Group entity are prepared in local currency, being the
currency of the primary economic environment in which these entities operates (the functional currency).
At each reporting date, monetary items denominated in foreign currencies are retranslated at the closing
rates prevailing at the reporting date. Non-monetary items carried at fair value that are denominated in
foreign currencies are retranslated at the rates prevailing at the date when the fair value was determined.
Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.
All material transactions conducted by the Group are in currencies pegged to the US Dollar and there is
no material impact of currency translation on the consolidated statement of comprehensive income.
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Significant accounting policies (continued)

3.13

Financial instruments

Financial assets and financial liabilities are recognised when an entity from the Group becomes a party to
the contractual provisions of the instrument.
Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities are added to or
deducted from the fair value of the financial assets or financial liabilities, as appropriate, on initial
recognition.
Financial assets
Financial assets are classified into the following specified categories: ‘loans and receivables’ and
‘available-for-sale’ (“AFS”). The classification depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets within the time frame established by regulation or
convention in the marketplace.
Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market. Loans and receivables including trade and other receivables, other
financial assets and cash and bank balances (excluding advances to suppliers and prepayments) are
measured at amortised cost using the effective interest method, less any impairment. Interest income is
recognised by applying the effective interest rate, except for short-term receivables when the recognition
of interest would be immaterial.
Available-for-sale financial assets
The Group’s investments in shares are classified as being available-for-sale and are stated at fair value.
Fair value is determined in the manner described in Note 24.
Gains and losses arising from changes in fair value are recognised in equity within other comprehensive
income. Gains and losses arising from impairment losses or changes in future cash flows are recognised
directly in the consolidated statement of comprehensive income.
Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial asset and of
allocating interest over the relevant period. The effective interest rate is the rate that exactly discounts
estimated future cash flows (including all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts) through the expected life of
the debt instrument, or, where appropriate, a shorter period, to the net carrying amount on initial
recognition.
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3.13

Financial instruments (continued)

Financial assets (continued)
Impairment of financial assets
Financial assets of the Group are assessed for indicators of impairment at each reporting date. Financial
assets are impaired where there is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, that the estimated future cash flows of the investment
have been impacted.
Objective evidence of impairment could include:





significant financial difficulty of the issuer or counterparty; or
breach of contract, such as default or delinquency in interests or principal payments; or
it becoming probable that the borrower will enter bankruptcy or financial re-organisation; or
the disappearance of an active market.

For certain categories of financial assets, such as trade receivables, assets that are assessed not to be
impaired individually are subsequently assessed for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include the Group’s past experience of collecting
payments, an increase in the number of delayed payments in the portfolio past the average credit period,
as well as observable changes in national or local economic conditions that correlate with default on
receivables.
For financial assets carried at amortised cost, the amount of the impairment is the difference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate.
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use of a
provision account. When a trade receivable is considered uncollectible, it is written off against the
provision account. Subsequent recoveries of amounts previously written off are credited against the
provision account. Changes in the carrying amount of the provision account are recognised in the
consolidated statement of comprehensive income. If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is reversed through the
consolidated statement of comprehensive income to the extent that the carrying amount of the
investment, at the date the impairment is reversed, does not exceed what the amortised cost would have
been had the impairment not been recognised.
If an available-for-sale financial asset is impaired, an amount comprising the difference between its cost
(net of any principal repayment and amortisation) and its current fair value, less any impairment loss
previously recognised in the consolidated statement of comprehensive income, is transferred from equity
to the consolidated statement of comprehensive income. Reversals in respect of equity instruments
classified as available-for-sale are not recognised in the consolidated statement of comprehensive
income. Reversals of impairment losses on debt instruments classified as available-for-sale are reversed
through the consolidated statement of comprehensive income if the increase in the fair value of the
instruments can be objectively related to an event occurring after the impairment losses were recognised
in the consolidated statement of comprehensive income.
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3.13

Financial instruments (continued)

Financial assets (continued)
Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire; or it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another entity. If the Group neither transfers nor retains substantially all the risks and rewards
of ownership and continues to control the transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to pay. If the Group retains substantially all
the risks and rewards of ownership of a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received.
Financial liabilities and equity instruments issued by the Group
Classification as debt or equity
Debt and equity instruments are classified as either financial liabilities or as equity in accordance with
the substance of the contractual arrangement and the definitions of a financial liability and an equity
instrument.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities. Equity instruments are recorded at the proceeds received, net of direct issue
costs.
Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No
gain or loss is recognised in the consolidated statement of comprehensive income on the purchase, sale,
issue or cancellation of the Company’s own equity instruments.
Financial liabilities
Other financial liabilities include bank borrowings, Sukuk certificates, accruals and other payables.
These are subsequently measured at amortised cost applying the effective interest method.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the Group’s obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in the consolidated statement
of comprehensive income.
3.14

Taxation

There is no income tax applicable to the Group operations in the U.A.E. In jurisdictions other than the
U.A.E., in some cases foreign taxes will be withheld at source on dividends and certain interest received
by the Group. Capital gains derived by the Group in such jurisdictions generally will be exempt from
foreign income or withholding taxes at source. Management has evaluated the application of IAS 12, and
has determined that the Group has no such tax exposures at the year end.
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3.15

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or
sale, are added to the cost of those assets, until such time as the assets are substantially ready for their
intended use or sale.
All other borrowing costs are recognised in the consolidated statement of comprehensive income in the
period in which they are incurred.
3.16

Statutory reserve

In accordance with the Commercial Companies Law in the respective countries of operation and Articles
of Association of the respective entities in the Group, 10% of profit for the year is required to be
transferred to statutory reserve for certain entities. The respective entities may resolve to discontinue
such annual transfers when the statutory reserve is equal to 50% of the individual paid up share capital of
such entities. The reserve is not available for distribution except in the circumstances stipulated by the
Commercial Companies Law in the respective countries of operation and the Articles of Association of
the respective entities in the Group.
3.17

Basic and diluted earnings per share

Basic earnings per share are calculated by dividing the net profit for the year by the weighted average
number of shares outstanding during the year. The Group has not issued any instrument which would
have any impact on the earnings per share when exercised. Based on this, the diluted earnings per share
will be the same as the earning per share.
3.18

Cash and cash equivalents

Cash and cash equivalents include cash on hand and deposits held at bank with original maturities of less
than three months less bank overdrafts, and are used by the Group in the management of its short term
commitments.
4.

Critical accounting judgments and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note 3, management is
required to make judgments, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates.
The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period or in the period of the revision and future periods if the revision affects both current and future
periods.
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Critical accounting judgments in applying accounting policies
The following are the critical judgments, apart from those involving estimations, that management has
made in the process of applying the Group’s accounting policies and that have the most significant effect
on the amounts recognised in the consolidated financial statements.
Litigation
The Group is subject to litigation in the normal course of its business. Based on judgment with input
from in-house legal advisors, management does not believe that the outcome of such court cases will
have a material impact on the Group’s consolidated financial position or financial performance.
Cancellation fees
Management believes that in relation to defaulting customers, once all negotiations and communication
channels with the customers for renegotiating or for future payments are exhausted, it is appropriate to
terminate contracts, and recognise cancellation fees in the consolidated statement of comprehensive
income.
Revenue recognition: determining the point of handover
As defined in the Group’s revenue recognition policy (Note 3), the Group recognises revenue at the point
of handover. Management makes an on-going assessment of the minimum level of cash collection
required for units/land plots to be handed over to buyers. This assessment considers market conditions
prevalent at the time and the likely recoverability of any receivable balances to be recognised for these
units/land plots.
Cost of sales
As defined in the Group’s cost of sales recognition policy (Note 3), the Group recognises cost of
development properties in the consolidated statement of comprehensive income with reference to the
specific cost incurred on the property sold through allocation based on the relative area of the property
sold. Management makes an on-going assessment of the appropriate basis for cost of sales recognition.
Impairment of development properties
The Group’s management reviews the realisable values of development properties to assess if there is an
indication of impairment. In determining whether impairment losses should be recognised in the
consolidated statement of comprehensive income, management assesses the current selling prices of the
property units and the anticipated costs for completion of such property units for properties which remain
unsold at the reporting date. If the selling prices are lower than the anticipated costs to complete, an
impairment provision is recognised for the identified loss event or condition to reduce the cost of
development properties in the consolidated statement of financial position to net realisable value.
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4.

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

Critical accounting judgments in applying accounting policies (continued)
Impairment of development properties (continued)
The Global Financial Crisis significantly impacted the real estate markets within which the Group
operates, decreasing property values and reducing volumes of transactions, as a consequence of which
provisions were deemed necessary to be made against the carrying value of development properties at
certain points, based on management’s judgement and using the limited external data that was available
at each point in time. As these markets have begun to recover, the value of provisions required has been
reassessed by management, having regard to the nature of the Group’s land interest, the related
development plans and the strength of the particular market recovery at the reporting date. The timing
and amount of any provision recognition or release requires the exercise of significant judgement.
At 31 December 2014, the Group’s management engaged an independent external valuation expert to
determine the market value for each of the properties. The market values, and future expected sales
proceeds have been used in the assessment of net realisable value and calculation of the required
impairment as at 31 December 2014.
Escrow accounts
Cash held in escrow represents cash received from customers which is held in escrow bank accounts
managed by approved escrow agents. The balances held in escrow are short-term amounts readily
available for construction payments for specific projects to which they relate upon commencement of
construction as determined by management.
Key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are discussed below.
Going concern assumption
Management has made an assessment of the Group’s ability to continue as a going concern and is
satisfied that the Group has the resources to continue in business for the foreseeable future. Furthermore,
management is not aware of any material uncertainties that may cast significant doubt upon the Group’s
ability to continue as a going concern. Therefore, the consolidated financial statements continue to be
prepared on the going concern basis.
Completion of projects
The Group estimates the cost to complete the projects in order to determine the cost attributable to
revenue being recognised. These estimates include the cost of providing infrastructure, potential claims
by contractors and the cost of meeting other contractual obligations to the customers.
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4.

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

Key sources of estimation uncertainty (continued)
Provision for impairment on trade receivables
The Group reviews its receivables to assess adequacy of provisions at least on a quarterly basis. The
Group’s credit risk is primarily attributable to its trade receivables and amounts due from related parties.
In determining whether provisions should be recognised in the consolidated statement of comprehensive
income, the Group makes judgments as to whether there is any observable data indicating that there is a
reasonable measurable decrease in the estimated future cash flows. Accordingly, a provision is made
where there is a potential loss event or condition which, based on previous experience, is evidence of a
reduction in the recoverability of the cash flows.
As a response to improvements in prevailing market conditions, during 2014, management reassessed the
credit risk attributable to sale of land plots, resulting in higher minimum threshold for recognition of
provision for impairment on trade receivables from sale of land plots.
Property and equipment
Property and equipment is depreciated over its estimated useful life, which is based on expected usage of
the asset and expected physical wear and tear which depends on operational factors. The management has
not considered any residual value as it is deemed immaterial.
5.

Segmental analysis

Information reported to the Board for the purpose of the resource allocation and assessment of
performance is primarily determined by the nature of the different activities that the Group engages in,
rather than the geographical location of these operations. The Group currently comprises a single
reportable operating segment, being property development.
Geographic information for the Group is split between operations in the UAE “Domestic” and operations
in other jurisdictions “International”.
2013
2014
US$ Million
US$ Million
Revenue
Domestic
1,224.3
1,799.2
International
210.4
----------------------------------------------------------------------Total revenue
1,224.3
2,009.6
==============
==============
Development properties
Domestic
1,358.1
1,795.4
International
574.6
532.1
----------------------------------------------------------------------Total development properties
1,932.7
2,327.5
==============
==============
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6.

Property and equipment
Furniture
and
fixtures
US$ Million

Tools
and office
equipment
US$ Million

Motor
vehicles
US$ Million

Total
US$ Million

13.7
4.2
------------------------------17.9
2.3
(1.3)
------------------------------18.9
-------------------------------

14.2
0.4
------------------------------14.6
5.5
------------------------------20.1
-------------------------------

0.5
0.3
------------------------------0.8
0.5
------------------------------1.3
-------------------------------

28.4
4.9
------------------------------33.3
8.3
(1.3)
------------------------------40.3
-------------------------------

7.8
3.1
------------------------------10.9
1.7
(0.6)
------------------------------12.0
-------------------------------

9.1
0.4
------------------------------9.5
2.0
------------------------------11.5
-------------------------------

0.3
0.1
------------------------------0.4
0.1
------------------------------0.5
-------------------------------

17.2
3.6
------------------------------20.8
3.8
(0.6)
------------------------------24.0
-------------------------------

6.9
============
7.0
============

8.6
============
5.1
============

0.8
============
0.4
============

16.3
============
12.5
============

Cost
At 1 January 2013
Additions
At 31 December 2013
Additions
Write off
At 31 December 2014
Accumulated depreciation
At 1 January 2013
Charge for the year
At 31 December 2013
Charge for the year
Write off
At 31 December 2014
Net book value
At 31 December 2014
At 31 December 2013

7.

Development properties

Balance at the beginning of the year
Additions
Transfers to cost of sales
Transfers (to)/from a related party (Note 16)
Impairment reversal
Balance at the end of the year

2014
US$ Million

2013
US$ Million

1,932.7
1,189.5
(833.0)
(4.0)
42.3
-----------------------------------2,327.5
==============

1,565.4
745.6
(434.8)
29.4
27.1
-----------------------------------1,932.7
==============
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7.

Development properties (continued)

Impairment of development properties
At 31 December 2014, the Group’s management reviewed the carrying value of its land held for future
development and development properties by assessing the net realisable value of each project. The key
judgment in this review was estimating the realisable value of a project, which is determined by
forecasting sales rates, expected sales prices and estimated costs to complete. In support of the review
work performed, management engaged an independent external valuation expert to determine the market
value for each of the projects including the expected sales prices.
This review resulted in an impairment reversal of US$ 42.3 million during the year (2013: US$ 27.1
million), reflecting an upturn in macroeconomic conditions and a resulting improvement in current and
expected future sales prices.
Assets held as development properties
The development properties balance includes land plots for future development, properties under
development and completed units held in inventory. The balances above are split into these categories as
follows:
2013
2014
US$
Million
US$ Million
Land held for future development
Properties under development
Completed properties

140.1
1,876.1
311.3
-----------------------------------2,327.5
==============

83.8
1,650.4
198.5
-----------------------------------1,932.7
==============

Total borrowing costs capitalised during the year are US$ Nil (2013: US$ 2.2 million).
8.

Other financial assets

Escrow retention accounts
Margin deposits
Other

2014
US$ Million

2013
US$ Million

228.5
2.8
0.7
-----------------------------------232.0
==============

72.8
4.9
0.2
-----------------------------------77.9
==============

In accordance with applicable laws, the Group holds funds under escrow in Real Estate Regularity
Authority (“RERA”) authorised bank accounts. These funds must be held in these escrow accounts for a
fixed period of one year after completion of the relevant development properties, at which point they are
released to the Group. These funds carry interest at commercial rates.
At 31 December 2014, margin deposits are held by banks under lien against credit facilities issued to the
Group and carry interest at commercial rates.
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9.

Trade and other receivables

Trade receivables
Less: Provision for impairment on trade receivables

Advances and deposits
Prepayments and other receivables

2014
US$ Million

2013
US$ Million

613.4
(55.3)
-----------------------------------558.1
171.3
13.2
-----------------------------------742.6
==============

329.8
(29.8)
-----------------------------------300.0
104.4
5.1
-----------------------------------409.5
==============

Trade receivables represent amounts due from customers at the point of handover. The outstanding
balance represents the total amount which is yet to be collected at the reporting date. Customers are
allowed 30 days from each invoice date to settle outstanding dues.
Movement in the provision for impairment on trade receivables:

Balance at beginning of the year
Net provision for the year (Note 21)
Balance at end of the year

2014
US$ Million

2013
US$ Million

29.8
25.5
-----------------------------------55.3
==============

5.8
24.0
-----------------------------------29.8
==============

The Group has assessed and provided for doubtful receivable balances at the reporting date. The
concentration of credit risk is limited due to the customer base being large and unrelated.
As a response to improvements in prevailing market conditions, during 2014, management reassessed the
credit risk attributable to sale of land plots, resulting in higher minimum threshold for recognition of
provision for impairment on trade receivables from sale of land plots. This has an impact on the level of
provisions associated with receivables on account of sale of land plots.
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9.

Trade and other receivables (continued)

Ageing of trade receivables that are not impaired is as follows:
Past due but not impaired
-------------------------------------------------------------------------------------------Neither
past due
nor
61 - 180
181 - 270
Total
impaired 1 - 60 days
days
days
US$ Million US$ Million US$ Million US$ Million US$ Million
31 December 2014
31 December 2013

558.1
============
300.0
============

490.7
============
288.0
============

27.0
============
9.0
============

35.7
============
3.0
============

4.7
============
============

> 270 days
US$ Million
============
============

Ageing of impaired trade receivables is as follows:

1 - 60 days
61 - 180 days
181 - 270 days
Above 270 days

10.

2014
US$ Million

2013
US$ Million

2.0
11.9
18.2
23.2
-----------------------------------55.3
==============

1.4
0.6
27.8
-----------------------------------29.8
==============

2014
US$ Million

2013
US$ Million

5.0
==============

30.7
==============

Financial investments

Available-for-sale financial investments

During the year, financial investments with a book value of US$ 30.7 million were disposed for a
consideration of US$ 30.4 million. The resulting loss on disposal of US$ 0.3 million was recorded in the
consolidated statement of comprehensive income. The related investment revaluation reserve of US$ 0.5
million was recycled through the consolidated statement of comprehensive income.
During the year, the Group invested US$ 5.0 million in Damac International Limited, a newly
incorporated related entity with a total share capital of US$ 50.0 million. The Group’s 10% interest was
settled through a cash payment of US$ 1.0 million and transfer of land with a carrying value of US$ 4.0
million. At the point of transfer, the Group considered the fair value of the land transferred to
approximate to the carrying value.
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11.

Cash and bank balances

Cash on hand
Cash held in escrow
Bank balances
Fixed deposits
Cash and bank balances
Less: Fixed deposits with an original maturity of greater
than three months
Cash and cash equivalents

2014
US$ Million

2013
US$ Million

0.2
1,412.3
8.9
377.9
-----------------------------------1,799.3

5.7
497.7
42.3
32.5
-----------------------------------578.2

(342.6)
-----------------------------------1,456.7
==============

(32.5)
-----------------------------------545.7
==============

Cash held in escrow represents cash received from customers which is held with banks authorised by the
Real Estate Regularity Authority (“RERA”). Use of this cash is restricted to the specific development
properties to which the cash receipts relate and, hence is considered as cash and cash equivalents.
12.

Share capital

Authorised, issued and fully paid share capital

2014
US$ Million

2013
US$ Million

650.0
==============

650.0
==============

Group restructuring reserve
On 3 December 2013, the Company completed its GDR listing on London Stock Exchange and issued an
additional 649,950,000 shares at a par value of US$ 1 each. The group restructuring reserve arises on
consolidation under the pooling of interests method used for the group restructuring which took place on
3 December 2013.
13.

Statutory reserve

In accordance with the Commercial Companies Laws in the respective countries of operation, Articles of
Association of the respective entities in the Group, 10% of profit for the year is required to be transferred
to statutory reserve for certain entities. The respective entities may resolve to discontinue such annual
transfers when the statutory reserve is equal to 50% of the paid up share capital of such entities. The
reserve is not available for distribution except in the circumstances stipulated by the Commercial
Companies Laws in the respective countries of operation and the Articles of Association of the
respective entities in the Group.
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14.

Bank borrowings

Bank loans
Overdrafts

2014
US$ Million

2013
US$ Million

40.0
35.3
-----------------------------------75.3
==============

71.4
13.9
-----------------------------------85.3
==============

Banks and financial institutions
The Group has borrowings under various loan arrangements with a number of banks and financial
institutions. These institutions provide the Group with term loans and overdraft facilities.
The bank loans include the following:

Name of the borrowing entity

Security

Damac Real Estate Development Limited
DAMAC Properties Development Co. LLC
DAMAC Properties SAL Holding
Majara Investments Limited

Unsecured
Secured
Secured
Secured

2014
US$ Million

2013
US$ Million

40.0
-----------------------------------40.0
==============

30.0
25.3
16.1
-----------------------------------71.4
==============

2014
US$ Million

2013
US$ Million

55.3
20.0
-----------------------------------75.3
(55.3)
-----------------------------------20.0
==============

59.6
23.5
2.2
-----------------------------------85.3
(59.6)
-----------------------------------25.7
==============

The repayment profile of the above bank borrowings is as follows:

On demand or within one year
In the second year
In the third to fifth year inclusive

Less: Amount due for settlement within 12 months
Amount due for settlement after 12 months

During the year, the Group has entered into an unsecured term loan facility with a commercial bank
bearing interest at 3 months LIBOR plus 3.25% per annum and is repayable by 2016. Details for the
weighted average interest rate payable on the Group’s loan facilities are included in Note 25.
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15.

Sukuk certificates

On 9 April 2014, the Group issued US$ 650 million SUKUK TRUST CERTIFICATES (the
“Certificates”) maturing in 2019. Alpha Star Holding Limited is the Issuer with the Company as
Guarantor. The Certificates are listed on the Irish Stock Exchange and NASDAQ Dubai. The Certificates
confer on the holders of the Certificates from time to time (the ‘‘Certificateholders’’) the right to receive
certain payments arising from an undivided ownership interest in the assets of a trust declared by the
Trustee pursuant to the Declaration of Trust (the ‘‘Trust’’) over certain Trust Assets and the Trustee will
hold such Trust Assets upon trust absolutely for the Certificateholders pro rata according to the face
amount of Certificates held by each Certificateholder in accordance with the Declaration of Trust and the
terms and conditions of the Certificates.
The Certificates carry interest at 4.97% per annum and are secured by assigned trust assets.

Proceeds from the issue of Sukuk Certificates
Gross issue costs
Less: Amortised up to year end
Unamortised issue costs
Carrying amount

16.

2014
US$ Million

2013
US$ Million

650.0
-----------------------------------(6.3)
0.6
-----------------------------------(5.7)
-----------------------------------644.3
==============

---------------------------------------------------------------------------------------------------------==============

Related party transactions

The Group enters into transactions with companies and entities that fall within the definition of a related
party as contained in International Accounting Standard 24 Related Party Disclosures. Related parties
comprise entities under common ownership and/or common management and control, their partners and
key management personnel. Management decides on the terms and conditions of the transactions and
services received/rendered from/to related parties as well as on other charges. Pricing policies and terms
of all transactions are approved by the management.
At the reporting date, balances with related parties were as follows:

Due to related parties
Balances due to an entity under the Chief Executive Officer’s control

2014
US$ Million

2013
US$ Million

11.0
==============

1.2
==============
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16.

Related party transactions (continued)

The nature of significant related party transactions and amounts involved are as follows:

Entities under the Chief Executive Officer’s control
Transfers of development properties (Note 7) (i)
Construction works executed (ii)
Purchase of land plot (iii)
Sale of land plot (iii)

2014
US$ Million

2013
US$ Million

(4.0)
(30.4)
(32.0)
31.7

29.4
-

(i) Transfer of development properties
During the year, the Group acquired 10% interest in Damac International Limited, an unlisted related
entity which was partly settled through transfer of a land plot for US$ 4.0 million.
(ii) Construction works executed
During the year, the Group utilised construction services worth US$ 30.4 million from Draieh
Contracting LLC, an entity under the control of Chief Executive Officer.
(iii) Purchase and sale of land plot
During the year, the Group purchased a land plot for US$ 32.0 million from, and sold a land plot for US$
31.7 million to entities owned by the Chief Executive Officer. Both transactions were settled at fair
value, as determined and approved by the Board of Directors.
Remuneration of Directors and key-management personnel
The remuneration of the directors, who are the key management personnel of the Group, is set out below
in aggregate for each of the categories specified in IAS 24 Related Party Disclosures.

Short term employee benefits
Termination benefits - EOSB

2014
US$ Million

2013
US$ Million

2.4
0.1
-----------------------------------2.5
==============

2.7
0.1
-----------------------------------2.8
==============
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17.

Provision for employees’ end of service indemnity

Balance at the beginning of the year
Charge for the year
Payments during the year
Balance at the end of the year

2014
US$ Million

2013
US$ Million

4.9
3.3
(0.3)
-----------------------------------7.9
==============

3.5
2.0
(0.6)
-----------------------------------4.9
==============

Provision for employees’ end of service indemnity is made in accordance with the labour laws and is
based on current remuneration and cumulative service at the reporting date.
18.

Trade and other payables

Advances from customers
Accruals
Other payables
Retentions payable
Deferred consideration for land payments

2014
US$ Million

2013
US$ Million

1,985.1
166.7
216.0
113.4
469.4
-----------------------------------2,950.6
==============

1,715.3
101.6
142.3
99.3
232.5
-----------------------------------2,291.0
==============

Retentions comprise amounts due to contractors which are held for one year after the completion of a
project until the defect liability period has passed, and are typically 5% to 15% of work done.
19.

Revenue

Constructed units
Sale of land

2014
US$ Million

2013
US$ Million

1,136.1
873.5
-----------------------------------2,009.6
==============

799.2
425.1
-----------------------------------1,224.3
==============
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20.

Other operating income

Penalties from overdue customers
Income from cancellation of units
Unit registration and transfer fees

21.

2013
US$ Million

7.0
40.5
0.3
-----------------------------------47.8
==============

4.4
64.9
0.1
-----------------------------------69.4
==============

2014
US$ Million

2013
US$ Million

114.7
57.1
14.1
16.8
9.7
6.0
2.5
2.5
25.5
7.1
-----------------------------------256.0
==============

72.4
46.1
12.4
6.8
4.9
2.6
2.4
1.7
24.0
7.8
-----------------------------------181.1
==============

2014
US$ Million

2013
US$ Million

4.5
0.6
4.7
-----------------------------------9.8
==============

2.0
0.3
3.4
-----------------------------------5.7
==============

General, administrative and selling expenses

Staff costs
Advertising and sales promotion
Legal and professional
Rent and license fees
Repairs and maintenance
Bank charges
Travel and conveyance
Communication
Provision for impairment on trade receivables (Note 9)
Other

22.

2014
US$ Million

Other income

Property Management fees
Gain on disposal of financial investments
Other

DAMAC Real Estate Development Limited, DIFC

41

Notes to the consolidated financial statements
For the year ended 31 December 2014 (continued)
23.

Contingent liabilities

Bank guarantees

2014
US$ Million

2013
US$ Million

239.8
==============

79.8
==============

The Group has contingent liabilities in respect of bank guarantees issued in the normal course of business
from which it is anticipated that no material liabilities will arise as at 31 December 2014.
24.

Financial instruments

(a)

Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognised, in respect of each
class of financial asset, financial liability and equity instrument are disclosed in Note 3 to the
consolidated financial statements.
(b)

Categories of financial instruments

Financial assets
Loans and receivables (including cash and cash equivalents)
Financial investments

Financial liabilities
At amortised cost

(c)

2014
US$ Million

2013
US$ Million

2,589.7
5.0
-----------------------------------2,594.7
==============

956.6
30.7
-----------------------------------987.3
==============

1,226.8
==============

435.3
==============

Fair value of financial instruments

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. Differences can therefore arise between
book value under historical cost method and fair value estimates.
Fair value of financial instruments measured at amortised cost
The management considers that the carrying amounts of financial assets and financial liabilities
recognised in the consolidated financial statements approximate their fair values.
Valuation techniques and assumptions applied for the purposes of measuring fair value
Valuation of financial instruments recorded at fair value is based on quoted market prices and other
valuation techniques.
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24.

Financial instruments (continued)

(c)

Fair value of financial instruments (continued)

The fair values of financial assets and financial liabilities are determined as follows:


the fair value of financial assets and financial liabilities with standard terms and conditions and traded
on active liquid markets is determined with reference to quoted market prices; and



the fair value of other financial assets and financial liabilities is determined in accordance with
generally accepted pricing models based on the present value calculation of the expected future cash
flow analysis using prices from observable current market transactions and dealer quotes for similar
instruments.

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is
observable.
Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities.
Level 2 fair value measurements are those derived from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, either directly (i.e., as prices) or indirectly (i.e.,
derived from prices).
Level 3 fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).
Level 1
US$ Million

Level 2
US$ Million

Level 3
US$ Million

Total
US$ Million

31 December 2014

============

============

5.0
============

5.0
============

31 December 2013

30.7
============

============

============

30.7
============

25.

Financial risk management

Management reviews overall financial risk covering specific areas, such as market risk, credit risk,
liquidity risk and investing excess cash.
The Group does not hold or issue derivative financial instruments.
The Group’s profile with respect to exposure to financial risks identified above continues to be consistent.
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Financial risk management (continued)

(a)

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate
because of changes in market prices, such as currency risk and interest rate risk, which will affect the
Group’s income or the value of its holdings of financial instruments. Financial instruments affected by
market risk include interest-bearing loans and borrowings, deposits and financial assets at fair value
through other comprehensive income. The objective of market risk management is to manage and control
market risk exposures within acceptable parameters, while optimising the return.
The Group does not hold or issue derivative financial instruments.
(b)

Interest rate risk management

The Group is exposed to interest rate risk as the Group deposits/borrows funds at floating interest rates.
The Group’s exposure to interest rates on financial assets and liabilities are detailed in the liquidity risk
management section of this note.
Interest rate sensitivity analysis
The sensitivity analysis below has been determined based on the exposure to interest rates for nonderivative financial instruments at the reporting date. The analysis is prepared assuming the amount of
assets/liabilities outstanding at the reporting date was outstanding for the whole year. A 50 basis point
increase or decrease is used when reporting interest rate risk internally to key management personnel and
represents management’s assessment of the reasonably possible change in interest rates.
If interest rates had been 50 basis points higher/lower and all other variables were held constant, the
Group’s profit for the year ended 31 December 2014 would decrease/increase by US$ 2.6 million
(31 December 2013: decrease/increase by US$ 0.5 million). This is mainly attributable to the Group’s
exposure to variable rate financial instruments.
(c)

Foreign currency risk management

Foreign currency transactions and balances of the Group are denominated in US$ Dollar or currencies
pegged to the US Dollar (AED, Saudi Riyal, Bahraini Dinar, Qatari Riyal, Iraqi Dinar, Jordanian Dinar
and Lebanese Pound). As a result foreign currency transactions and balances to not represent significant
currency risk to the Group.
(d)

Credit risk management

Credit risk refers to the risk that counterparty will default on its contractual obligations resulting in
financial loss to the Group. The Group has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral, where appropriate, as a means of mitigating the risk of
financial loss from defaults.
Ongoing credit evaluation is performed on the financial condition of trade receivables.
The carrying amount of financial assets recorded in the consolidated financial statements, which is net of
impairment losses, represents the Group’s maximum exposure to credit risk.
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25.

Financial risk management (continued)

(e)

Liquidity risk management

The ultimate responsibility for liquidity risk management rests with the management. The Group manages
liquidity risk by maintaining adequate reserves, banking facilities and reserve borrowing facilities, by
continuously monitoring forecast and actual cash flows and matching the maturity profiles of financial
assets and liabilities.
Liquidity and interest risk tables
The following tables detail the Group’s remaining contractual maturity for its non-derivative financial
liabilities. The tables below are the undiscounted cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay. The table consists only of principal cash flows.
Weighted
average
Less
effective
than
1-2
3-5
interest rate
1 year
years
years
Total
% US$ Million US$ Million US$ Million US$ Million
31 December 2014
Non-interest bearing
Fixed interest rate instruments
Variable interest rate instruments

4.97
3.51

507.2
55.3
-------------------------------562.5
=============

20.0
-------------------------------20.0
=============

644.3
-------------------------------644.3
=============

507.2
644.3
75.3
-------------------------------1,226.8
=============

31 December 2013
Non-interest bearing
Fixed interest rate instruments
Variable interest rate instruments

5.32

350.0
59.6
-------------------------------409.6
=============

23.5
-------------------------------23.5
=============

2.2
-------------------------------2.2
=============

350.0
85.3
-------------------------------435.3
=============
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25.

Financial risk management (continued)

(e)

Liquidity risk management (continued)

The following table details the Group’s expected maturity for its non-derivative financial assets. The table
below has been drawn up based on the undiscounted contractual maturities of the financial assets except
where the Group anticipates that the cash flow will occur in a different period:
Weighted
average
Less
effective
than
1-2
3-5
interest rate
1 year
years
years
Total
% US$ Million US$ Million US$ Million US$ Million
31 December 2014
Non-interest bearing
Variable interest rate instruments

2.09

31 December 2013
Non-interest bearing
Variable interest rate instruments

2.41

26.

1,979.8
609.9
-------------------------------2,589.7
=============

-------------------------------=============

-------------------------------=============

1,979.8
609.9
-------------------------------2,589.7
=============

876.9
110.4
-------------------------------987.3
=============

-------------------------------=============

-------------------------------=============

876.9
110.4
-------------------------------987.3
=============

Capital risk management

The Group manages its capital to ensure that entities in the Group will be able to continue as a going
concern while maximising the return to stakeholders through the optimisation of the debt and equity
balance. The capital structure of the Group consists of debt, which includes the borrowings disclosed in
Note 14 and Note 15, cash and cash equivalents and equity attributable to owners of the Group,
comprising issued capital, reserves and retained earnings as disclosed in the consolidated statement of
changes in equity.
27.

Commitments

Commitments for the acquisition of services for the development and construction of assets classified
under developments in progress:
2013
2014
US$
Million
US$ Million
- Contracted for
- Committed but not contracted for

1,651.8
4,582.6
-----------------------------------6,234.4
==============

846.5
2,728.2
-----------------------------------3,574.7
==============
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28.

Earnings per share

The calculation of the basic and diluted earnings per share is based on the following data:

Profit for the year (US$ million)
Number of ordinary shares (million)
Earnings per ordinary share - basic and diluted (US$)

2014

2013

937.0
650.0
-----------------------------------1.44
==============

641.5
650.0
-----------------------------------0.99
==============

There were no instruments or any other items which could cause an anti-dilutive effect on the earnings per
share calculation.
29.

Approval of the consolidated financial statements

The consolidated financial statements for the year ended 31 December 2014 were approved by the Board
and authorised for issue on 1 February 2015.

