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DIRECTORS’ REPORT

The Directors have pleasure in presenting their report together with the audited financial
statements of Emirates NBD Securities LLC (the "Company”) for the year ended
31 December 2015,

Financial Resulis

The Company has reported a net profit of AED 4,577 K for the year ended 31 December
2015,

Total equity holders’ funds amount to AED 435,996 K as at 31 December 2015.

Directors

The Directors of the Company during the year (and to date of this report) were as follows:

Mr. Suvo Sarkar Chairman
Mr. Arjuna Mahendran Member
Mr. Faisal Agil Al Bastaki Member
Auditors

Ernst & Young were appointed as Auditors of Emirates NBD Securities LLC at the Emiraies
NBD Group Annual General Meeting held on 04 March 2015, Ernst & Young are eligibie for
re-appointment and have exprassed thelr willingness to continue in office.

On behalf of the Board

C@:man

Dubai, UAE
YoH JAN U

Date: 2016
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
EMIRATES NBD SECURITIES LL.C

Report on the Finaneial Statements

We have audited the accompanying financial statements of Emirates NBD Securities LLC (the
“Company™), which comprise the statement of financial position as at 31 December 2015, and
the income statement, statement of comprehensive income, statement of cash flows and
statement of changes in equity for the year then ended, and a summary of significant accounting
policies and other explanatory information.

Management s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with International Financial Reporting Standards and in compliance with the
applicable provisions of the UAE Federal Law No. (2) of 2015, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards
require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’®
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2015, and its financial performance and its cash
flows for the year then ended in accordance with International Financial Reporting Standards.
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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
EMIRATES NBD SECURITIES LLC (continued)

Report on other legal and regnlatory requirements
As required by the UAE Federal Law No. (2) of 2015, we report that:

i)

vi}

vii)

we have obtained all the information and explanations we considered necessary for the
purposes of our audit;

the financial statements have been prepared and comply, in all material respects, with the
applicable provisions of the UAE Federal Law No. (2) of 2015, and the Memorandum of
Association of the Company;

the Company has maintained proper books of account;

the financial information included in the Directors’ report is consistent with the books of
account and records of the Company;

investments in shares and stocks are included in note 8 to the financial statements and no
new purchases and investments have been made by the Company during the year ended 31
December 2015;

note [1 reflects the disclosures relating to related party transactions and the terms under
which they were conducted;

based on the information that has been made available to us rothing has come to our
atention which causes us to believe that the Company has contravened, during the
financial year ended 31 December 2015, any of the applicable provisions of the UAE
Federal Law No. (2) of 2015 or of its Memorandum of Association which would
materially affect its activities or ifs financial position as at 31 December 2¢15; and

viit} note 15 reflects the social contributions made during the year.

Ernst & Young
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Signed by:

Joseph Murphy
Partner

Registration No. 492

28 January 2016

Dubai, United Arab Emirates



EMIRATES NBD SECURITIES LLC

STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2015

2015 2014
Notes AED ‘000 AED ‘000
Assels
Property and equipment 7 842 1,464
Financial assets available-for-sale 8 6,334 10,184
Total non-current assets 7,276 11,648
Trade and other debtors 9 18,079 18,667
Other receivables 10 3,458 3,302
Due from Holding Company 11 328,355 325,371
Cash and bank balances ‘ 12 90,311 90,781
Total current assets 440,203 438 121
Other payables 13 7,301 8,965
Ctient deposit 4,182 5,535
Total current liabilities 11,483 14,500
Net current asseis 428,720 423,621
HNet assels 435,896 435269
Represented by
Share capital 14 36,000 36,000
Statutory reserve 14 18,804 18,804
Fair value reserve 14 988 4 838
Capital contribution reserve 14 50,000 50,000
Retained earnings 330,204 325,627
Total equity holders’ funds 435,996 435,269

The notes on pages 9 to 30 form an integral part of these financial statements.

The independent auditors’ report is set out on page 2 to 3.

These financial statements were approved by the Board of Ditectors of Emirates NB

on.ZJanuary 2016 and signed on their behaif by: T

. i
Chairx




EMIRATES NBD SECURITIES LLC

INCOME STATEMENT
FOR THE YEAR ENDED 31 DECEMBER 2015

2015 2014

Notes AED ‘000 AED ‘000

Commission income 27,039 67,399

Administrative and general expenses 15 (24,109) (17,802)

Operating profit -;:g3-f; :é_gg?

Other income 16 411 290
Allowance for impairment on trade and

other debtors 505 1,549

interest received from Holding Company 11 731 819

Profit for the year "-Z;’; Mg;,ggé

The notes on pages 9 to 30 form an integral part of these financial statements.

The independent auditors’ report is set out on page 2 to 3.



EMIRATES NBD SECURITIES LL.C

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015

2015 2014

Notes AED ‘000 AED ‘000

Profit for the year 4,577 52,255
Other comprehensive income:

Net change in fair value of financial assets 8 (3,850) (2,271)

available-for-sale e e

Total comprehensive income for the year 727 49,984

The notes on pages 9 to 30 form an integral part of these financial statements.

The independent auditors’ report is set oui on page 2 to 3.



EMIRATES NBED SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2015

OPERATING ACTIVITIES
Profit for the year

Adjustments for non-cash items
Allowance for impairment losses
Depreciation

Change in trade and other debtors
Change in other receivables

Change in due from Holding Company
Change in other payables

Net cash flows from operating activities

INVESTING ACTIVITIES

Acquisition of property and equipment

tncrease in term deposits maturing after three months

Net cash flows used in investing activities

Net increasef{decrease) in cash and cash Eguivalenis

Cash and cash equivalents at the beginning of the

yesr

Cash and cash equivalents at the end of the year

2015
AED ‘000

(2,984)
(1,664)

The notes on pages 9 to 30 form an integral part of these financial statements.

The independent auditors’ report is set out on page 2 to 3.

2014
AED ‘000

(1.549)
722

51,428
14,795
(923)
(68,111)



EMIRATES NBD SECURITIES LLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2015

Balance at 1 January
2015

Total comprehensive
income

Balance at 31 December
2015

Balance at 1 January
2014

Total comprehensive
income

Balance at 31 December
2014

The notes on pages 9 io 30 form an integral part of these financial statements.

Share Statutory Fair value Capital
capital reserve reserve confribution Retained
reserve earmnings Total
AED'000 AED ‘000 AED ‘000 AED ‘0060 AED ‘000 AED000
36,000 18,804 4,838 50,000 325,627 435,269
- - (3,850) - 4,577 727
36,000 18,804 988 50,000 330,204 435,996
Share Statutory Fair value Capital
Capital reserve reserve contributicn Retained
reserve earnings Total
AED000 AED'000 AED'000 AED '000 AED ‘000  AED'0OCO
36,000 18,804 7,109 50,000 273,372 385285
- - (2,271) - 52,255 45,984
36,000 18,804 4,838 50,000 325827 435,269

The independent auditors’ report is set out on page 2 to 3.



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

( Legal status and principal activities

Emirates International Securities LLC (“the Company”) is a limited liability company
incorporated in the Emirate of Dubai on 10 November 2001 under the Federal Law
No 8 of 1984 (as amended) applicable to commercial companies. On 8 November
2009, the Company received regulatory approval to merge with NBD Securities LLC
(“acquired entity”) and changed its name from Emirates International Securities LLC
to Emirates NBD Securities LLC.

The Federal Law No. 2 of 2015, concerning Commercial Companies has come into
effect from 1 July 2015, replacing the existing Federal Law No. 8 of 1984. The
Company is currently assessing the impact of the new law and expects t0 be fully
compliant on or before the end of grace period on 3¢ June 2016.

On 21 November 2009 (the effective date), NBD Securities LLC transferred ali its
assets and liabilities to the Company to complete the merger of the two entities.

The share holding pattern in the Company is as follows:

Name of equity holders Shareholding {%)
Emirates NBD Bank PJSC (“Holding Company”) 29%
Emirates Financiat Services PSC 1%

Following the merger of Emirates Bank International PJSC and the National Bank of
Dubai PJSC during 2007, the Company’s ultimate Holding Company is Emirates NED
Bank PJSC, a Company in which the Investment Corporation of Dubai is the majority
shareholder.

The principal activity of the Company is to act as an intermediary in dealings in
shares, stocks, debentures and securities.

The registered address of the Company is P.O. Box 2023, Dubai, UAE,
2 Basis of preparation
(a) Statement of compliance
The financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) and applicable requirements of the laws

of the UAE.

These financial statements have been approved for issue by the Board of
Directors on __7 o Jap 20T

(b) Basis of measurement
These financial statements are prepared under the historical cost convention,
except for investment securities designated at fair value through profit or loss
and available for-sale which are measured at fair value. The methods used to
measure fair value are discussed further in note 4.

{c) Functionai and presentation currency

These financial statements are presented in UAE Dirhams ("AED”), which is
the functional currency of the Company, rounded to the nearest thousand.

9



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

2
(d}
3
(a)
{b}

Basis of preparation {continued)

Use of estimates and judgments

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

Estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the
estimate is revised and in any future periods affected. The critical areas
involving a higher degree of judgment or complexity, or areas where
assumption and estimates are significant to these financial statements are
included in the relevant accounting policies.

Significant accounting policies

The principal accounting policies adopted in the preparation of the financial
statements are set out below. These policies have been consistently applied
to all years presented, unless otherwise stated.

Revenue recognition

Commission income

The Company earns commission income on those transactions in which it
acts as an agent. Commission income Is recognisad on an accrual basis when
the right to receive is esiablishad.

Property and sguipment

Property and equipment is stated at cost less accumulated depreciation and
impairment losses, if any. Subsequent cosis are included in the assefs
carrying amount or are recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will
flow to the Company and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to the income statement during
the financial period in which they are incurred.

Gains and losses on disposal of an item of property and equipment are
determined by comparing the proceeds from disposal with the carrying
amount of property, piant and equipment and are recognised net within “other
income” in statement of income.

10



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (continued)

{b)

(c)

Froperty and equipment {continued)
Useful lives of property and equipment

The Group’s Management determines the estimated useful lives of its property
and equipment for calculating depreciation as the policies of the Company are
in line with the Group’s policies. This estimate is determined after considering
the expected usage of the asset or physical wear and tear. Management
reviews the residual value and useful lives annually and future depreciation
charge would be adjusted where the management believes the useful lives
differ from previous estimates. Estimated useful lives are as below:

Freehold improvements 10 years
Leasehold improvements 7 years
Office equipment 5 years
Computers 4 years

Capital work in progress is stated at cost. When completed, they are
transferred to the appropriate property and equipment category and
depreciated in accordance with the Company’s policies.

Financial instruments

Classification

A financial instrument is any contract that gives rise to both a financial asset
for the Company and the financial liability or equity instrument of another
party. Non-derivative financial instruments comprise investments in equity
securities, trade and other receivables (except prepayments), cash and cash
eguivalents and other payabiles.

Available-for-sale financial assets

Available-for-sale assets are financial assets that are not classified as financial
asseis at fair value through profit or loss, loans and receivables, or held-to-
maturity. Available-for-sale financial assets are recognised initially at fair value
plus any directly attributable transaction costs.

Subseguent fo initial recognition, they are measured at fair value and changes
therein, other than impairment losses and foreign currency differences on
available-for-sale instruments, are recognised in other comprehensive income
and presented in the fair value reserve in equity. When an investment is
derecognized or impaired, the gain or loss recognized in statement of cther
comprehensive income is reclassified to the income statement.

Available-for-sale financial assets comprise equity securities.

11



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (continued}

{c}

Financial instruments (continued)
Ciassification (continued)

Financial assets at fair value through profit or loss

A financial asset is classified as at fair value through profit or loss if it is
classified as held-for-trading or is designated as such on initial recognition.
Financial assets are designated as at fair value through profit or loss if the
Group manages such investments and makes purchase and sale decisions
based on their fair value in accordance with the Group’s documented risk
management or investment strategy. Aftributable transaction costs are
recognised in profit or loss as incurred. Financial assets at fair value through
profit or loss are measured at fair value and changes therein, which takes into
account any dividend income, are recognised in profit or loss.

Financial assets classified as held-for-trading comprise short-term sovereign
debt securities actively managed by the Group's treasury department to
address short-term liquidity needs.

Financial assets designated as at fair value through profit or loss comprise
equity securities that otherwise wouid have been classified as available-for-
sale.

Cash and cash equivalenis

Cash and cash equivalents comprise cash in hand and at bank with maturities
of three months or less from the acquisition dafe that are subject fo
insignificant risk of changes in their fair vaiue and are used by the Company
for day to day operations. Cash and cash equivaienis are carried al amortised
cost in the statemant of financial position,

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable
to the issue of ordinary shares are recognised as a deduction from the
statement of changes in equity.

Initial Recognition

Financial assets and liahilities are recognised on the statement of financial
position when the Company becomes a party to contractual provisions of the
instrument. From this date any gains and losses arising from changes in fair
value of the assets designated at fair value through profit or loss or available-
for-sale assets are recognised.

12



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (coniinued)

(c)

{e}

Financial instruments (continued)
Measurement

A financial asset is recognised initially af its fair value plus, in the case of a
financial asset not at fair value through profit or loss, transaction costs that are
directly attributable to the acquisition or issue of the financial asset or financial
liability.

Subsequent to initial recognition, all financial assets ai fair value through profit or
10ss and all available-for-sale assets are measured at fair value, except that any
instrument that does not have a quoted market price in an active market and
whose fair value cannot be measured refiably is stated at cost, including
fransaction costs, less impairment allowances.

All other financial assets and non-trading financial liabilities are measured at
amortised cost less impairment allowances.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from
the financial assets have expired or when the Company has substantially
transferred all the risks and rewards of ownership. A financial lability is
dereognised when it is extinguished.

Offsetting

Financial assais and liabilities are offset and the net amount is reported on the
statement of the financial position only when the Company has a legally
enforceable right to set off the recognised amount and it intends either io
setfle on a net basis or io realise the asset and setile the lability
simulianeously.

Income and expenses are presented on a net basis only when permitted
under IFRS or IAS or if gains or losses are arising from a group of similar
transactions.

impairment

Financial asseis

A financial asset is assessed at each reporting date to determine whether
there is any objective evidence that it is impaired. A financial asset is
considered to be impaired if objective evidence indicates that one or more
events have had a negative effect on the estimated future cash flows of that
asset.

An impairment loss in respect of an asset measured at amortised cost is
calculated as the difference between its carrying amount, and the present
vaiue of the estimated future cash flows discounted at the original effective
interest rate. An impairment loss in respect of an available-for-sale financial
asset is calculated by reference 1o its fair value.

13



EMIRATES NBD SECURITIES LLC

NOTES TQ THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

3

Significant accounting policies (continued)

(e}

{H

(h)

impairment (continued)

Individually significant financial assets are tested for impairment on an
individual basis. The remaining financial assets are assessed collectively in
groups that share similar credit risk characteristics.

All impairment losses are recognised in statement of income. Any cumulative
loss in respect of an available-for-sale financial asset recognised previously in
equity is transferred to statement of income.

Non-financial assels

The carrying amounts of the Company’s non-financial assets are reviewed at
each reporiing date to determine whether there is any indication of
impairment. If any such indication exists, then the asset's recoverable amount
is estimated.

The recoverable amount of an asset is the greater of its value in use and its
fair value less costs to sell. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the
risks specific to the asset.

Foreign currencies

Monetary items denominated in foreign currencies are retranslated at the
rates prevailing at the reporting date.

Employes benefils

Shorl-term benefits

Short-terrn employee benefit obligations are measured on an undiscounted
basis and are expensed as the related service is provided.

A liability is recognised for the amount expected to be paid under short-term
cash bonus or profit-sharing plans if the Company has a present legal or
constructive obligation to pay this amount as a result of past service provided
by the employee and the obligation can be estimated reliably.

Provisions

A provision is recognised if, as a result of a past event, the Company has a
present legal or constructive obligation that can be estimated refiably, and it is
probable that an outflow of economic benefits will be required to settle the
obligation.

14



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (continued)

(i)

()

(k)

0

Operating leases

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

Dividend income

Dividend income is recognised in profit or loss on the date that the Company’s
right to receive payment is established, which in the case of quoted securities
is the ex-dividend date.

Related parties

A party is considered to be related to the Company if:

(a)

{b)
{c)

)]

the party, directly or indirectly through one or more intermediaries,

(i) controls, is controlled by, or is under common control with, the
Company;

() has an interest in the Company that gives it significant influence
over the Company; or

iy has joint contro! over the Company;

the party is an associate;

the party is a jointly-controlled entity,

the parly is a member of the key management personnel of the
Company;

the party is a close member of the family of any individual referred fo in
(a)or (d); or

the party is an entity that is confrolied, jointly controlled or significanty
influenced by or for which significant voting power in such entity resides
with, directly or indirectly, any individual referred to in (d) or (e}; or

the party is a post-employment benefit plan for the benefit of the
employees of the Company, or of any entity that is a related party of the
Company.

Customer loyalty programme

The Company operates a rewards programme which allows customers to
accumuiate points when they trade with the Company. The points can then be
redeemed and credited to customer trading account, subject to a minimum

number of points being obtained.

The sale proceeds received are allocated between the customer trades and the
points issued, with the proceeds allocated to the points being equal to their fair
value. Fair value is determined by applying statistical techniques. The fair value
of the points issued is deferred and recognised in revenue when the points are

redeemed.

15



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (continued)

(m)

New standards and interpretations not yet effective

Certain new standards, amendments to standards and interpretations are not yet
effective for the year ended 31 December 2015, with the Company not opting for
early adoption. These have, therefore, not been applied in preparing these
financial statements.

from contracis
with
Customers’,

18, Revenueg’ and related inferpretations.

Revenue & recognised when & customer obiains
control of a good or service. A customer obtains conirol
when it has the ability to direct the use of and obtain the
benefits from the good or service.

The core principle of IFRS 15 is that an entity
recognises 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.

IFRS 15 also includes a cohesive set of disclosure
requirements that will result in an entity providing users
of financial statements with comprehensive information
about the nature, amount, timing and uncertainty of
revenue and cash flows arising from the entity's
contracts with customers.

Standard Description Effective date
(early adoption
permitted)
Amendments |The amendments provide clarifications and narrow- . 1 January 2016
to IAS 1 - focus improvements on materiality, presentation of
Disclosure primary statements, structure of notes, disclosure of
Initiative accounting policies, and presentation of OCI arising
from equity accounted investments.
The amendments are designed to further encourage
companies to apply professional judgement in
determining what information to disclose and how to
structure notas in their financial statements.
Amendments |The amendment clarifies that the use of revenue-| 1 January2016
to lAS 16 and |based methods to caiculate the depreciation of an
IAS 38 - asset is not appropriate. The IASB has also clarified
Clarification of ithat revenue is generally presumed to be an
acceptable inappropriate basis for measuring the consumption of
methods of | aconomic benefits embodied in an intangibie asset.
depreciation
and
amoriization
IFRS 15, This is the converged standard on revenue recognition.| 1 Jdanuary 2018
‘Revenue It repiaces 1AS 11, 'Construction confracts’, [AS

16




EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

3

Significant accounting policies (continued)

(m)

(n)

(0}

New standards and interpretations not yet effective (continued)

project: classification and measurement, impairment
and hedge accounting.

{a) Classification and measurement
IFRS 9 retains but simplifies the mixed measurement
model and establishes three primary measurement
categories for financial assets.

a) amortised cost,

by fair value through other comprehensive income

(OCI); and
c) fair value through profit and loss,

The basis of classification depends on the entity's
business model and the contractual cash flow
characteristics of the financial asset.

For financial liabilities, there were no changes to
classification and measurement except for the
recognition of changes in own credit risk in other
comprehensive income, for liabilities designated at fair
vaiue, through profit or loss.

{b} Impairment

There is now a new expected craedit losses model that
replaces the incurred ioss impairment modsl used in
IAS 38. IFRS 9 requires the Group 1o record expected
credit losses on all of its debt securities, loans and
receivables, either on a 12-month or lifelime basis.

{c) Hedging

IFRS 9 relaxes the requiremenis for hedge
effectiveness by replacing the bright line hedge
effectiveness tests. It requires an economic relationship
between the hedged item and hedging instrument and
for the ‘'hedged ratio’ to be the same as the one
management actually use for risk management
purposes. Contemporaneous documentation is  still
required but is different to that currently prepared under
IAS 39.

Standard Description Effective date

{(early adoption

permitted)

[FRS 9, The complete version of IFRS 9 replaces most of the| 1 January 2018
‘Financial guidance in IAS 39. IFRS 9 brings together all three
instruments’ aspects of the accounting for financial instruments

The Company is in the process of analyzing the impact of IFRS 9. The Company has
assessed the impact of other standards, amendments to standards, revisions and
interpretations. Based on the assessment, the above standards, amendments to
standards, revisions and interpretations have no material impact on the financial
statements of the Company as at the reporting date.

Trade and other debtors

All receivables are stated at amortised cost less impairment losses, if any.

Payables

Payables are stated at amortised cost.

17




EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

4

Determination of fair value

A number of the Company's accounting policies and disclosures require the
determination of fair value, for both financial and non-financial assets and liabilities.

Fair values have been determined for measurement and / or disclosure purposes based
on the following methods. Where applicable, further information about the assumptions
made in determining fair values is disclosed in the notes specific to that asset or liabiiity.

Investment securities

The fair value of financial assets at fair value through profit or loss and available-for-saie
financial assets is determined by reference to their quoted bid price at the reporting date.
In accordance with IAS 39, all the investments are stated at their fair values. The fair
value of investments in recognized financial markets is their quoted price.

Where the investments are not traded in an active market, traded in smail volumes, or
where there is no quoted market price, a reasonable estimate of fair value is determined
by reference to the current market value of another instrument that is substantially the
same or is based on discounted cash flow analysis or maintainable earnings models or
other reliable valuation methods. Investments whose fair value cannot be reliably
measured are carried at cost (being the most recent estimate of fair value) less any
impairment losses.

Financial risk management
The Company has exposure to the following risks from its use of financial instruments:

Credit risk
Liguidity risk
Market risk
Operational risk

E # B B

This note presents information about the Company's exposure to each of the above
risks, the Company's objectives, policies and processes for measuring and managing
risk, and the Company's management of capital. Further quanfitative disclosures are
included throughout in the financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of
the Company's risk management framework. The Board has authorised the quality
assurance department to develop and monitor the Company’s risk management policies.
The Quality Assurance Manager reports regularly to the Board of Directors on its
activities.

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

18



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

Financial risk management (continued)

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a
financial instrument fails to meet its contractual obligations, and arises principally from
the Company's receivables from customers. The Company has in place group
standards; regulations of Securities and Commaodities Authority ("SCA”), Abu Dhabi
Securities Exchange ("ADX") and the Dubai Financial Market ("DFM”), and policies and
procedures dedicated to monitor and manage risk from such activities.

The Company's exposure to credit risk is influenced mainly by the individual
characteristics of each customer. The Company’s credit risk is mainly attributable to the
trade margin facilities extended to the Company’s customers. The exposure io credit risk
an these facilities is monitored on an on-going basis by the management.

The Company has a policy in place under which each new customer is analysed
individually for creditworthiness before the Company allows these customers to open a
frading account with the Company. A frading limit is established for each customer,
which represents the maximum open amount of margin facilities that is available to the
customer for trading purposes. These individual limits are monitored and reviewed on an
on-going basis.

The Company's cash is placed with its holding company and financial institutions of
good repute.

Exposure to credit risk

The carrying amount of financial assels represenis the maximum credit exposure. The
maximum exposure 1o credit risk at the reporting date was;

2015 204
AED 000 AED ‘000
Trade and ofher debtors ;81;;9: “““‘E;%‘,Tég";’m
Due from Holding Company 328,388 325,371
Bank balances 90,311 90,776
Total 436,745 434814

The unsettled trade debtors of the Company as at the reporting date are derived from
Gulf Cogperation Council countries ("GCC").

The maximum exposure to credit risk for trade and other debiors at the reporting date by
type of customer was;

2015 2014

AED 000 AED ‘000

ndividyals '“!HE;:E‘;S; ——————— 1— g—é_é—?
Corporates - -
Total 18,079 18,667
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5 Financial risk management {continued)
Credit risk (continued)

Impairment losses

The ageing of trade receivables at the reporting daie was:

2015 2014

AED ‘000 AED ‘000

Not past due ------n-—mu—: _______________ .
Individually tmpaired 45,703 46,821
Less: Impairment (27,624) (28,154)
18,079 18,667

The movement in the allowance for impairment in respect of trade receivables during the
year is referred {o in note 9.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations
as they fall due. The Company's approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet its liabilities when due, under
both normal and stressed conditions, without incurring unacceptable losses or risking
damage fo the Company's reputation. The Company is not significantly exposed fo
liquidity risks as its primary source of funding is through approved financing
arrangements with the Holding Company, which itself is a reputable bank in the UAE.

Further, the Company comprises mainly other payables which are non interest bearing
with a maturity of less than six months, The confractual cash flows are not matenally
different from their carrying amounis.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates,
interest rates and equity prices, will affect the Company’'s income or the value of its
holdings of financial instruments. The objective of market risk management is to manage
and control market risk exposures within acceptable parameters, while optimising the
return.

Currency risk

All the company’s fransactions are conducied in AED or US Dollar (“USD"). The AED is
currently pegged {o the USD and while this continuous to be the case, the Company has
no significant exposure to currency risk.
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Financial risk management (continued)
Market risk (continued)

Interest rate risk

The Company has exposure to interest rate risk in relation to the amount due from
holding company. The Company pays/receives interest to/ffrom the holding company on
infra-group net payabies/receivables. All interest bearing financial assets and liabilities
are at fixed interest rates.

At the reporting date, the interest profile of the Company's interest bearing financial
instruments are as foliows:

2015 2014
AED ‘000 AED ‘000
Fixed rate instruments:
Fixed depaosiis 66,306 65,708
Variable rate instruments:
Call accounis 17,285 17,154

Cash flow sensitivity analysis for variable rate instruments

A change of 100 basis points in interest rates at the reporting dafe would have resuited
in the following increases / (decreases) being recognised in the profit and joss account
or directly in equity as shown below. This analysis assumes that all other variables, in
particular foreign currency rates, remain constant.

Profit and Loss Equity
160 bp 106 b 180 bp 160 bp
increase decrease increase decrease

31 December 2015

Financial instruments 173 (173) - -

31 December 2014

Financial instruments 172 (172) - -

Equity price risk

Equity price risk arises from investment securities of the Company. Exposure to price
risk is monitored by senior management on an ongoing basis {o assess the impact of
changes in market conditions. Investment securities are managed on a fair value basis.

The amounts mentioned in the table below reflect an equal but opposite potential effect

on profit before tax and equity based on an assumed 5% strengthening or weakening in
prices, with alt other variables held constant;
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§ Financial risk management {continued)
Market risk {continued)

Equity price risk (continued

31 December 2015 31 December 2014
Effect on Effect on Effect on Effect on
Total profit equity Total profit equity

AED ‘000 AED ‘000 AED ‘000 AED ‘000 AED ‘000 AED ‘000
Effect of
change in
equity price
by 5%
Financial
assets
available-
for- sale 6,072 304 9,922 - 406

Operational risk

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

To mitigate the operational risk, the Company has obiained fidelity and indemnity
insurance cover against possible errors from its brokers while executing customers’
nrders for trade of securities in stock markets.

8 Capital managemesnt

The Company's capital management approach is driven by strategy and organizational
requirements, taking into account the commercial environment in which it operates, The
Company's capital management takes into account assets growth and the optimal
amount and mix of capital required to support planned business growth.

Regulatory Capital

The Company is regulated by SCA, who sets and monitors the capital requirements for
the Company. As per new SCA regulation No. 27 of 2014 concerning brokerage in
securities, the minimum paid up capital for a brokerage company (Trading and Clearing
Member) must not be less than AED 10,000 K (2014: AED 10,000 K). The Company has
complied with all externally imposed capital requirements throughout the period. There
were no changes in the Company's approach to capital management during the year.
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7 Property and equipment

Cost
Balance at 1 January 2015

Additicns
Transfers
Balance at 31 Dacember 2015

Accumulated depreciation
Balance at 1 January 2015

Depreciation for the year
Balance at 31 December 2015

Net book value
At 31 December 2015

Cost
Balance at 1 January 2014

Acditions
Transfers
Balance at 31 December 2014

Accumulated depreciation
Balance at 1 January 2014

Depreciation for the year
Balance at 31 Deceamber 2014

Net book value
At 31 December 2014

Freehold
Improve
-menis
AED ‘000

578

Freehold
hnprove
-enis
AED ‘000

851

Leasehold
improve
-ments
AED 000

292

Leasehoid
improve
-ments

AED 000

282

23

Office
equipment

AED ‘000

1,321

27

Office
equipment
AED ‘00D

1,319

Computers

AED ‘000

17,194

49

Computers

AED Q00

17,069

125

Capital work
in progress

AED 000

Capital work
in progress
AED 000

27

Total

AED ‘000

19,389

99

Total

AED ‘00D

19,258
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g investment securities

These comprise the following:

2015 2014
AED ‘000 AED '000
Equity securities:
Non-Current:
Available-for-sale (refer note below) 5,334 10,184

Included in available for sale are:

a) AED 6,072 K (31 December 2014: AED 9,922 K) representing 4,936,337 shares in
Dubai Financial Market (“DFM"). The Company in 2006 acquired the shares
relating to DFM's {PO as per the allocation set by DFM for brokerage companies.

b} AED 198 K (31 December 2014: AED 198 K) representing 1% equity interest in
Egyptian Company for Electronic System Development (“Network International
Egypt (NI-Egypt) (S.A.E)’). The remaining 99% equity interest in NPC is collectively
owned by Network International LLC and Emirates Financial Services PSC, who
are a joint venture / subsidiary, respectively, of the Holding Company.

The Company has not made any additional investments in investment securities during the
year 2015 (2014: AED Nil).

9 Trade and other debtors
Trade and other debtars include the following:

@ The net halance of trades which have been executed with the market but have yet
to be settled. Setllement periods for the Dubai Financial Market (DFM) and Abu
Dhabi Securities Exchange (ADX) are T+2. Customer trades are settled through
their respective investment accounts that exist with the Holding Company.

® Receivables from Margin Trading (MT), which the Company previously engaged in.
During 2011, SCA issued a circular that brokerage companies cannot carry out MT.
The company has formulated a strategy for transferring margin trading accounts to
its Holding Company. For the year ended 31 December 2015, no accounts were
transferred to Holding Company (full year 2014 no accounts were transferred).
Receivable from MT as of 31 December 2015 was AED 46 million (2014: AED 47

million).
2015 2014
AED ‘0060 AED ‘000
Customer receivables 45,703 46,821
Less: allowance for impairment loss (27,624) {28,154)
18,679 18,667

24



EMIRATES NBD SECURITIES LLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2015

9

10

11

Trade and other dehtors (continued)

2015 2014
AED ‘000 AED ‘000
Movement in allowance for impairment loss T T
Balance as on 1%t January 28,154 30,237
Allowance made during the year - -
Recoveries / Write back (605} {1,549)
Write off (25) (534)
27,624 28,154

Other receivables
2015 2014
AED 000 AED '000
Prepayments 213 _344
Others 3,245 2,958
" 3,458 3302

The Company placed an amount of USD 517 K with DGCX as cash coliateral money on
26 August 2013

Rolated party transactions

The Company, in the normal course of business, carries out transactions with entities
that fali within the definition of a related party contained in International Accounting
Standard 24 (2009). The transactions and balances with the related parties, other than
those as disclosed elsewhere in the financial statements, are as follows:

The total amount of compensation paid to directors and key management personnel
during the year is as follows:

2015 2014

AED '000 AED ‘000

Short term employee benefits 2,184 1,800
Post employment benefiis 100 106
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11

Related party transactions (continued)

Key management personnel are those persons, including non-executive directors,
having authority and responsibility for planning, directing and controlling the activities of

the Company, directly or indirecily.

2015 2014

AED ‘000 AED 000

Due from Holding Company 328,355 325,371
Bank balances held with Holding

Company 90,263 90,730

A number of functions are centralized and the costs of these are borne by the Holding

Company and not recharged to the Company.

The transactions and balances with holding company and related parties, other than as

disclosed elsewhere in the financial statements, are as follows:

2015

AED ‘000

Commission income from related parties  (refer 1,386

note 11.1)

[nterest income from Holding Company on fixed

deposits and call account 731
Insurance premium paid to associate of Holding

Company 103

11,4  Commission income from related pardies in 2015 comprised:

Trade valus

AED ‘000
Subsidiary of the Holding Company 108,063
Holding Company 2,437,438
Associate of the Helding Company 47,688
Director of the Holding Company 586
2,693,775
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11

12

12.1

Related party transactions (continued)

The Company has obtained a guarantee for Nasdag worth AED 5,509 K from Mashreg
Bank. There is a mutual agreement between the Holding Company and Mashreq Bank
whereby they provide guarantees for each others’ brokerage entity to Nasdag, at no
charge to each other.

Cash and bank balances

2015 2014
AED ‘000 AED ‘000
Cash in hand 5 5
Current account 19,818 19,533
Bank deposit (Maturity within three months) 21,865 21,693
Cash and cash equivalents ”;&';:gég __;;;3_1_
Bank Deposit (Maturity after three months) 44,441 44,015
Client money (12.1) 4,182 5,535
To0311 90781

In accordance with the regulations issued by the Emirates Securities and Commodities
Authority (“ESCA”") the Company maintains separate bank accounts for advances
received from its cusiomers (“clients’ money”). The clients’ money is not available to the
Company other than o seftle transactions executed on behalf of the cusiomers
maintaining deposits with the Company.

Other payables

The compary has implemented a loyalty program for customers in 2013. The program
was designed to pay incentive “Points” to eligible customers based on customers trading
volume per month. The total points are accrued each month and will be valid for
redemption within 24 months. Points are credited to customer’s trading account upon
request. Each point has an equivalent value of AED 1. The total loyalty points accrued,
net of redemption included in other payables, as at 31 Dec 2015 is AED 4,326 K. (2014:
AED 5,051 K).
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14 Share capital and reserves

2015 2014
AED ‘000 AED ‘000

Authorised, issued and fully paid up:
36,000 shares of AED 1,000 each 36,000 36,000

Capital contribution reserve

The capital contribution reserve represents the share capital of the acguired entity.
Statutory reserve

In accordance with clause 22 of the Company's Memorandum and Articles of
Association and article 255 of the UAE Federal Commercial Companies Law, a minimum
of 10% of the net profit for the period is allocated to a non-distributable statutory reserve.
Such allocations have ceased as the statutory reserve now equals half of the paid up
equity capital.

Fair vaiue reserve

The fair value reserve comprises the cumulative net change in the fair value of available-
for-sale financial assets until the investments are derecognised or impaired.

15 Administrative and general expenses
2015 2014
AED 000 AED 000
Staff costs 13,717 8,765
Ococupancy cosis 72 530
Deopredciation 621 722
Others 5,099 7,785
Total 24,109 17,802
The number of employees at 31 December 2015 was 44 (2014: 44).
The social contributions {including donations and charity) made during the year amount
to AED Nil (2014: AED Nil).
16 Other income
2015 2014
AED ‘000 AED 000
Dividend income 346 247
Other operating income 65 43
411 290
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17

18

18

Lease commitments

At 31 December, the Company’s non-canceliable operating lease rentals are payable as

follows:

Less than one year

2015 2014
AED ‘000 AED ‘000
307 274

The company leases a number of office premises under operating leases usually with a
lease period of 1 year, renewable annually, for which the lease rentals are payable in

advance.

Contingent liabilities

Letters of guarantee
(issued by the Holding Company in favor of DFM
and ADX)

Letters of guarantee
(Issued by Mashreq Bank in favor of Nasdag Dubai)

Letters of guarantee

(Issued by the Holding Company in favor of DGCX)
Fair value measurement principles

Fair values

Fair values versus carrying amounts

2015 2014
AED ‘000 AED 000
267,000 446,000
5,609 5,509
3,873 3673

The fair values of the financial instruments are not materially different from their carrying

amounts.
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Fair value measurement principles {continued)

Fair value hierarchy

The table below analyses financial instruments carried at fair value, by valuation method.
The different levels have been defined as follows:

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

- Level 2: 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: inputs for the asset or liability that are not based on observable market
data (uncbservable inputs).

In AED 000 Leveli Level 2 lovel 3 Total
31 December 2015
Available-for-sale financial assets 6,072 - 262 6,334
31 December 2014
Available-for-sale financisl assets

9,922 - 267 10,184

The fair value of financial instruments classified as level 3 arg, in certain circumstances,
measured using wvalustion techniques that incorporate assumptions that are nof
evidenced by the prices from observable current market transactions in the same
instrument and are not based on observable market data. The Company employs
valuation technigues, depending on the instrument type and available market data. For
example, in the absence of active market, an investment’s fair value is estimated on the
basis of an analysis of the investee's financial position and results, risk profile and other
factors. Favourable and unfavourable changes in the value of financial instruments are
determined on the basis of changes in the value of the instruments as a result of varying
the levels of the unobservable parameters, quantification of which is judgemental.

For fair value measurement in level 3, a change of 10% in the fair value of the investment

would have an equal but opposite potential effect of AED 26 K (2014; 26 K) of the
statement of comprehensive income.
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