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REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS TO THE
BOARD OF DIRECTORS OF EMIRATES NBD SECURITIES LLC

Introduction

We have reviewed the accompanying condensed interim financial statements of Emirates NBD
Securities LLC (the “Company”), which comprise the interim statement of financial position as at
30 September 2018 and the related interim statements of income and comprehensive income for the
three month and nine month period then ended and interim statement of cash flows and changes in
equity for the nine month period then ended and explanatory notes. Management is responsible for
the preparation and presentation of these condensed interim financial statements in accordance with
International Financial Reporting Standard IAS 34, Interim Financial Reporting (“IAS 34”). Our
responsibility is to express a conclusion on these condensed interim financial statements based on our
review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible
for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit
opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial statements are not prepared, in all material respects, in
accordance with IAS 34.

Ernst & Young

\//.

Signed by:

Joseph Alexander Murphy
Partner

Registration No. 492

30 October 2018

Dubai, United Arab Emirates

A member firm of Ernst & Young Global Limited



Unaudited Audited
30 September 31 December
2018 2017
Assets Notes AED 000 AED 000
Property and equipment 277 391
Investment securities 6 263 262_
Total non-current assets 540 653
Cash and bank balances 7 119,829 131,774
Trade and other debtors 8 138 147
Other receivables 3473 3,081
Total current assets 123,440 135,002
Other payables 9 9,696 9,918
Due to Holding Company 12 6,067 -
Client deposit 6,793 14,450
Total current liabilities 22,556 24,368
Net current assets 100,884 110,634
Net assets 101,424 111,287
Represented by
Share capital 36,000 36,000
Statutory reserve 18,804 18,804
Capital contribution reserve 50,000 50,000
Retained earnings (3,380) 6,483
Total equity holders’ funds 101,424 111,287

The notes on pages 7 to 20 form an integral part of these financial statements.
The independent auditors’ report is set out on page 1.
These financial statements were approved by the Board of Directors of Emirates NBD Securities LLC on 30 00ﬁ7fo€r-?0!f

s 7

Board of Director neral Manager




Unaudited

three months
period ended

Unaudited

three months
period ended

Unaudited

nine months
period ended

Unaudited

nine months
period ended

30 September 30 September 30 September 30 September

2018 2017 2018 2017

Notes AED 000 AED 000 AED 000 AED 000

Commission income 1,758 3,436 6,961 14,225

Administrative and general expenses (4,123) (3,859) (10,945) (11,299)

Operating profit/(loss) (2,365) (423) (3,984) 2,926

Other income/(expense) 10 (274) (144) (961) (173)

Interest received from Holding Company 12 609 334 1,565 1,695
Recoveries of impairment on trade and

other debtors 8 - - - e

Profit/(loss) for the period (2,030) (233) (3,380) 14,501

The notes on pages 7 to 20 form an integral part of these financial statements.

The independent auditors’ report is set out on page 1.



Profit/(loss) for the period

Other comprehensive income

Net change in fair value of financial assets
available-for-sale

Unaudited Unaudited Unaudited Unaudited
three months  three months nine months nine months
period ended  period ended  period ended period ended

30 30 30 30

September September September September

2018 2017 2018 2017

Notes AED 000 AED 000 AED 000 AED 000
(2,030) (233) (3,380) 14,501

- - - (691)

(2,030) (233) (3,380) 13,810

Total comprehensive incomel/(loss) for
the period

The notes on page 7 to 20 form an integral part of these financial statements.

The independent auditor’s report is set out on page 1.



Unaudited Unaudited
nine months nine months
period ended period ended
30 September 30 September

2018 2017

o BEDOOO - AED OO0
OPERATING ACTIVITIES
Profit/(loss) for the period (3,380) 14,501
Adjustment for non-cash items
Depreciation 291 230
Recovery of impairment losses - (10,153)
g:l;:;g;g profit/(loss) before changes in operating assets and (3,089) 4578
Ghange intrade and ctherdebtos 4 9 o *--“25635
Change in other receivables (392) 978
Change in due to Holding Company 6,067 (24,583)
Change in other payables (222) (2,248)
Net cash flows from operating activities 5.462 mmmmmm 3 _,'“!—28“
INVESTING ACTIVITIES
Increase in Investment securities (1) (156)
Acquisition of property and equipment (177) (156)
(Increase)/decrease in term deposits maturing after three months (83,864) 276,532
Natcash flows from J (used i) nvesdng sctviges ™ | (84,042) ____““37_637—6_
FINANCING ACTIVITIES
Dividends paid (6,483) (341,731)
Notcaeh flows used infinancing actividles ™~ (6,483) ———_(;1—1—,;;;
Net decrease in cash and cash equivalents (88,152)- (61,627)
Cash and cash equivalents at the beginning of the period 117,324 87,805
Cash and cash equivalents at the end of the period 29,172 _—_-__EE,;S—

The notes on pages 7 to 20 form an integral part of these financial statements.

The independent auditors’ report is set out on page 1.




00.'6LL L0S'7L 000'0S g6¢ v08'8l 000'9¢
(LEL'L¥E) (1eL'LvE) - - - -

oLg'cl LOS'PL 2 (1L69) - -

129' Lyt LEL' LPE 000'0S 980'L 08’8l 000'9€
vev'ioL (08g'e) 000°0S - vog'slL 000°9¢
(e8¥'9) (e8'9) - - . n

(08e'e) (08g'e) - - - -

182'LLL £8¥'9 000'0S - 088l 000'9€

000 a3V 000 @3¥ 000 @3y 000 A3V 000 a3v 000 @3v
moL oews wemameo LSS moems

‘| abed uo jno jas s| Yodas siojpne Juspuadepul ay |

"SjusWa)e)s [eloueulY asauy) Jo Ued [eifisjul ue wloy Oz 0} £ sebed uo ssjou ay

110z Jaqusidas Qg e se aouejeqg
pied spuspiaig
pouad ay} Joj (s50])/aLoaul aalsusyaidwos |ejo |

/10Z Aienuer | Je se eouejeg

8107 Joquiaydag ¢ e Sse ajuejeg
pled spuspialQ
pouad ay} 10} (sS0|)/aWwosu| aaisuayaldwos [Bjo |

810z Aenuer | 1e se aouejeg

(@311anvyNN) 810z YAdINaLdAS 08 AAANT A0Idad SHLNOW ININ IHL HO4

ALINOA NI SFONVHD 40 LNIWILVYLS WIHILNI ISNIANOD

0711 SAILIFINO3IS d8N S3LVHING



1

2

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,

On 21 November 2009 (the effective date), NBD Securities LLC transferred all 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”) 99%
Emirates NBD Capital (P.S.C) 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 NBD 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 2923, Dubai, United Arab Emirates.

STATEMENT OF COMPLIANCE

These condensed interim financial statements have been prepared in accordance with IAS 34 ‘Interim
Financial Reporting’. Selected explanatory notes are included to explain events and transactions that are
significant to an understanding of the changes in the financial position and performance of the Company since
the last annual financial statements as at and for the year ended 31 December 2017. These condensed interim
financial statements do not include all the information required for full annual financial statements prepared in
accordance with International Financial Reporting Standards and should be read in conjunction with the
financial statements as at and for the year ended 31 December 2017.

In addition, results for the nine months ended 30 September 2018 are not necessarily indicative of the results
that may be expected for the financial year ending 31 December 2018.



CHANGES IN ACCOUNTING POLICIES

The accounting policies applied by the Company in the preparation of the condensed interim financial
statements are consistent with those applied by the Company in the annual financial statements for the year
ended 31 December 2017, except the following accounting policies which are applicable from 1 January 2018.
The adoption of the new and amended IFRS and IFRIC interpretations with effect from 1 January 2018 has
had no material effect on the interim condensed financial statements of the Company.

(a) IFRS 9 Financial Instruments

(0

The Company has adopted IFRS 9 Financial Instruments issued in July 2014 with a date of initial application
of 1 January 2018. The requirements of IFRS 9 represents a significant change from IAS 39 Financial
Instruments: Recognition and Measurement. The new standard brings fundamental changes to the
accounting for financial assets and to certain aspects of the accounting for financial liabilities.

Classification of financial assets and financial liabilities

Financial assets

On initial recognition, a financial asset is classified as measured: at amortised cost, Fair Value through Other
Comprehensive Income (FVOCI) or Fair Value through Profit and Loss (FVTPL).

A financial asset is measured at amortised cost if it meets both the following conditions and is not designated
as at FVTPL:

« the asset is held within a business model whose objective is to hold assets to collect contractual cash
flows; and

« the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

A debt instrument is measured at FVOCI only if it meets both of the following conditions and is not designated
as at FVTPL.:

« the asset is held within a business model whose objective is achieved by both collecting contractual cash
flows and selling financial assets; and

« the contractual terms of the financial asset give rise on specified dates to cash flows that are solely
payments of principal and interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect
to present subsequent changes in fair value in OCI. This election is made on an investment-by-investment
basis.

All other financial assets are classified as measured at FVTPL

In addition, on initial recognition, the Company may irrevocably designate a financial asset that otherwise
meets the requirements to be measured at amortised cost or at FVOCI as at FVTPL if doing so eliminates or

significantly reduces an accounting mismatch that would otherwise arise.



3 CHANGES IN ACCOUNTING POLICIES (CONTINUED)
(a) IFRS 9 Financial Instruments (continued)

(i) Classification of financial assets and financial liabilities (continued)
Financial assets (continued)

Business model assessment:

The Company makes an assessment of the objective of a business model in which an asset is held at a
portfolio level because this best reflects the way the business is managed and information is provided to

management. The information considered includes:

. the stated policies and objectives for the portfolio and the operation of those policies in practice. In
particular, whether management's strategy focuses on earning contractual interest revenue, maintaining
a particular interest rate profile, matching the duration of the financial assets to the duration of the
liabilities that are funding those assets or realizing cash flows through the sale of the assets;

+  how the performance of the portfolio is evaluated and reported to the Company's management;

«  the risks that affect the performance of the business model (and the financial assets held within that
business model) and how those risks are managed; and

+  the frequency, volume and timing of sales in prior periods, the reasons for such sales and its expectations
about the future sales activity. However, information about sales activity is not considered in isolation,
but as part of an overall assessment of how the Company's stated objective for managing the financial

assets is achieved and how cash flows are realised.

Financial assets that are held for trading or managed and whose performance is evaluated on a fair value
basis are measured at FVTPL because they are neither held to collect contractual cash flows nor held both
to collect contractual cash flows and to sell financial assets.

Assessment whether contractual cash flows are solely payments of principal and interest:

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial asset on initial
recognition. 'Interest’ is defined as consideration for the time value of money and for the credit risk associated
with the principal amount outstanding during a particular period of time and for other basic lending risks and
costs (e.g. liquidity risk and administrative costs), as well as profit margin.

In assessing whether the contractual cash flows are solely payments of principal and interest, the Company
considers the contractual terms of the instrument. This includes assessing whether the financial asset
contains a contractual term that could change the timing or amount of contractual cash flows such that it would

not meet this condition.

In making the assessment, the Company considers:

. contingent events that would change the amount and timing of cash flows;

- leverage features;

- prepayment and extension terms;

. terms that limit the Company’s claim to cash flows from specified assets (e.g. non-recourse asset
arrangements); and

. features that modify consideration of the time value of money —e.g. periodical reset of interest rate.



10

3

CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(a) IFRS 9 Financial Instruments (continued)

(i)

(if)

Classification of financial assets and financial liabilities (continued)

Financial assets (continued)

Reclassifications:

Financial assets are not reclassified subsequent to their initial recognition, except in the period after the

Company changes its business model for managing financial assets.

Derecognition:

Any cumulative gain/loss recognised in OCl in respect of equity investment securities designated as FVOCI

is not recognised in profit or loss account on derecognition of such securities.

Impairment

The Company recognises loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FVTPL:

« financial assets that are debt instruments;

« financial guarantee contracts issued; and

« |oan commitments issued.

« noimpairment loss is recognised on equity investments.

The Company measures loss allowances at an amount equal to lifetime ECL, except for those financial
instruments on which credit risk has not increased significantly since their initial recognition, in which case 12-
month ECL is measured.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are possible
within the 12 months after reporting date.

Measurement of ECL

ECL are probability-weighted estimate of credit losses. They are measured as follows:

« financial assets that are not credit-impaired at the reporting date: as the present value of all cash shortfalls
(i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash
flows that the Company expects to receive).

- financial assets that are credit-impaired at the reporting date: as the difference between the gross carrying
amount and the present value of estimated future cash flows;

« undrawn loan commitments: as the present value of the difference between the contractual cash flows
that are due to the Company if the commitment is drawn down and the cash flows that the Company
expects to receive; and '

- financial guarantee contracts: the expected payments to reimburse the holder less any amounts that the
Company expects to recover.
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CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(a) IFRS 9 Financial Instruments (continued)

(i) Impairment (continued)

Credit-impaired financial assets

At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt
financial assets carried at FVOCI are credit-impaired. A financial asset is ‘credit-impaired’ when one or more
events that have a detrimental impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

«  significant financial difficulty of the borrower or issuer,

« abreach of contract such as a default or past due event;

+  the restructuring of a loan or advance by the Company on terms that the Company would not consider
otherwise;

« it is becoming probable that the borrower will enter bankruptcy or other financial reorganization; or

+  the disappearance of an active market for a security because of financial difficulfies.

Write-off

Loans and debt securities are written off (either partially or in full) when there is no realistic prospect of
recovery. This is generally the case when the Company has exhausted all legal and remedial efforts to recover
from the customers. However, financial assets that are written off could still be subject to enforcement
activities in order to comply with the Company procedures for recovery of amounts due.

(i) Financial guarantees

Financial guarantees are contracts that require the Company to make specified payments to reimburse the
holders for a loss they incur because a specified debtor fails to make payment when due, in accordance with
the terms of a debt instrument. The financial guarantee liability is carried at amortised cost when payment
under the contract has become probable.

Financial guarantees issued are initially measured at fair value and their initial fair value is amortised over the
life of the guarantee or the commitment. Subsequently, they are measured at the higher of this amortised

amount and the amount of loss allowance.
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CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(a) IFRS 9 Financial Instruments (continued)

iv)

Investment securities

The investment securities' caption in the statement of financial position includes:

+ debt investment securities measured at amortised cost; these are initially measured at fair value plus
incremental direct transaction costs, and subsequently at their amortised cost using the effective interest
method;

« debt and equity investment securities measured at FVTPL or designated as at FVTPL; these are at fair
value with changes recognised immediately in profit or loss;

«  debt securities measured at FVOCI; and

+  equity investment securities designated as at FVOCI.

For debt securities measured at FVOCI, gains and losses are recognised in OCI, except for the following,
which are recognised in profit or loss in the same manner as for financial assets measured at amortised cost.

* Interest revenue using the effective interest method
+ ECL and reversals, and
= Foreign exchange gains and losses.

When debt security measured at FVOCI is derecognised, the cumulative gain or loss previously recognised
in OCl is reclassified from equity to profit or loss.

The Company elects to present in OCI changes in the fair value of certain investments in equity instruments
that are not held for trading. The election is made on an instrument-by-instrument basis on initial recognition
and is irrevocable.

Gains and losses on such equity instruments are never reclassified to profit or loss and no impairment is
recognised in profit or loss. Dividends are recognised in profit or loss unless they clearly represent a recovery
of part of the cost of the investment, in which case they are recognised in OCI. Cumulative gains and losses

recognised in OCI are transferred to retained earnings on disposal of an investment.
Transition

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively,
except as described below:

»  Comparative periods have not been restated. Differences in the carrying amounts of financial assets and
financial liabilities resulting from the adoption of IFRS 9 are recognised in retained earnings and reserves
as at 1 January 2018. Accordingly, the information presented for 2017 does not reflect the requirements
of IFRS 9 and therefore not comparable to the information presented for period under IFRS 9.

+  The following assessments have been made on the basis of the facts and circumstances that existed at
the date of initial application.

o The determination of the business model within which a financial asset is held.

o The designation and revocation or previous designations of certain financial assets and financial
liabilities as measured at FVTPL.

o The designation of certain investments in equity instruments not held for trading as at FVOCI.
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CHANGES IN ACCOUNTING POLICIES (CONTINUED)

(b) IFRS 7 Financial Instruments: Disclosures

(c)

IFRS 7 Financial Instruments: Disclosures, which was updated to reflect the differences between IFRS 9 and
IAS 39, was also adopted by the Company together with IFRS 9, for the year beginning 1 January 2018.

IFRS 15 Revenue from contracts with customers

This standard on revenue recognition replaces IAS 11, ‘Construction contracts’, and IAS 18,'Revenue’ and

related interpretations.

IFRS 15 is more prescriptive, provides detailed guidance on revenue recognition and reduces the use of
judgment in applying revenue recognition policies and practices as compared to the replaced IFRS and related
interpretations.

Revenue is recognized when a customer obtains control of a good or service. A customer obtains control

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 recognizes revenue as it transfers the 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 comprehensive set of disclosure requirements that will result in an entity providing
users of condensed interim 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.

The core revenue source of the Company is from commission income and hence the Company has assessed
that there is no impact of IFRS 15 on the condensed interim financial statements as at the reporting date.

CHANGES IN ESTIMATES

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

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

significant to these condensed interim financial statements are included in the relevant accounting policies.

Changes to judgements made in applying accounting policies that have most significant effects on the
amounts recognized in the condensed interim financial statements of the period ended 30 September 2018
pertain to the changes introduced as a result of adoption of IFRS 9: Financial instruments which impact:

«  Classification of financial assets: assessment of business model within which the assets are held and
assessment of whether the contractual terms of the financial assets are solely payment of principal and
interest of the principal amount outstanding.

»  Calculation of expected credit loss: changes to the assumptions and estimation uncertainties that have a
significant impact on expected credit losses for the period ended 30 September 2018 pertain to the
changes introduced as a result of adoption of IFRS 9: Financial instruments. The impact is mainly driven
by inputs, assumptions and techniques used for ECL calculation under IFRS 9 methodology.
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CHANGES IN ESTIMATES (CONTINUED)

Inputs, assumptions and techniques used for ECL calculation - IFRS9 Methodology

Key concepts in IFRS 9 that have the most significant impact and require a high level of judgment, as
considered by the Company while determining the impact assessment, are:

Assessment of Significant Increase in Credit Risk

The assessment of a significant increase in credit risk is done on a relative basis. To assess whether the credit
risk on a financial asset has increased significantly since origination, the Company compares the risk of default
occurring over the expected life of the financial asset at the reporting date to the corresponding risk of default
at origination, using key risk indicators that are used in the Company’ existing risk manaQement processes.

Our assessment of significant increases in credit risk will be performed at least quarterly for each individual
exposure based on three factors. If any of the following factors indicates that a significant increase in credit
risk has occurred, the instrument will be moved from Stage 1 to Stage 2:

1. We have established thresholds for significant increases in credit risk based on movement in PDs relative
to initial recognition.

2. Additional qualitative reviews will be performed to assess the staging results and make adjustments, as
necessary, to better reflect the positions which have significantly increased in risk.

3. IFRS 9 contains a rebuttable presumption that instruments which are 30 days past due have experienced
a significant increase in credit risk.

Movements between Stage 2 and Stage 3 are based on whether financial assets are credit-impaired as at the
reporting date. The determination of credit-impairment under IFRS 9 will be similar to the individual

assessment of financial assets for objective evidence of impairment under IAS 39.

Macroeconomic Factors, Forward Looking Information (FLI) and Multiple Scenarios

The measurement of expected credit losses for each stage and the assessment of significant increases in
credit risk must consider information about past events and current conditions as well as reasonable and
supportable forecasts of future events and economic conditions. The estimation and application of forward-
looking information will require significant judgment.

PD, Loss Given Default (LGD) and Exposure At Default (EAD) inputs used to estimate Stage 1 and Stage 2
credit loss allowances are modelled based on the macroeconomic variables (or changes in macroeconomic
variables) that are most closely correlated with credit losses in the relevant portfolio. Each macroeconomic
scenario used in our expected credit Joss calculation will have forecasts of the relevant macroeconomic
variables.

Our estimation of expected credit losses in Stage 1 and Stage 2 will be a discounted probability-weighted
estimate that considers a minimum of three future macroeconomic scenarios.
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CHANGES IN ESTIMATES (CONTINUED)

Inputs, assumptions and techniques used for ECL calculation — IFRS9 Methodology (continued)

Macroeconomic Factors, Forward Looking Information (FLI) and Multiple Scenarios (continued)

Our base case scenario will be based on macroeconomic forecasts published by our internal economist group.
Upside and downside scenarios will be set relative to our base case scenario based on reasonably possible
alternative macroeconomic conditions. Scenario design, including the identification of additional downside

scenarios will occur on at least an annual basis and more frequently if conditions warrant.

Scenarios will be probability-weighted according to our best estimate of their relative likelihood based on
historical frequency and current trends and conditions. Probability weights will be updated on a quarterly basis.
All scenarios considered will be applied to all portfolios subject to expected credit losses with the same
probabilities.

Definition of default

The definition of default used in the measurement of expected credit losses and the assessment to determine
movement between stages will be consistent with the definition of default used for internal credit risk
management purposes. IFRS 9 does not define default, but contains a rebuttable presumption that default
has occurred when an exposure is greater than 80 days past due.

Expected Life

When measuring ECL, the Company must consider the maximum contractual period over which the Company
is exposed to credit risk. All contractual terms should be considered when determining the expected life,
including prepayment options and extension and rollover options. For certain revolving credit facilities that do
not have a fixed maturity, the expected life is estimated based on the period over which the Company is
exposed to credit risk and where the credit losses would not be mitigated by management actions.

Governance

In addition to the existing risk management framework, we have established an internal Committee to provide
oversight to the IFRS 9 impairment process. The Committee is comprised of senior representatives from
Finance, Risk Management and Economics and will be responsible for reviewing and approving key inputs
and assumptions used in our expected credit loss estimates. It also assesses the appropriateness of the

overall allowance results to be included in our condensed interim financial statements.
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5 FINANCIAL RISK MANAGEMENT

The Company'’s financial risk management objectives and policies are consistent with those disclosed in the
annual financial statements as at and for the year ended 31 December 2017.

6 INVESTMENT SECURITIES

These comprise of the following:

Unaudited Audited
30 September 31 December
2018 2017
AED ‘000 AED '000

Equity securities:

Non-current:

FVOCI - equity instruments 65 -
FVTPL - equity instruments 198 -
Available-for-sale - 262

Included in FVTPL-equity instrument is:

AED 198 K (31 December 2017: 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 NI-Egypt is collectively owned by Network International LLC and Emirates NBD Capital
(P.S.C), who are a joint venture / subsidiary, respectively, of the Holding Company.

These securities were held as ‘Available-for-sale’ under IAS 39, however, under IFRS 9 these have been
classified as FVOCI and FVTPL. As disclosed in note 3, there was no material impact on retained earnings
or fair value reserve as a result of this change in classification.

The company does not have any investment in Abraaj Group.
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7 CASH AND BANK BALANCES
Unaudited Audited
30 September 31 December
2018 2017
AED 000 AED 000
Cash in hand 5 5
Current account 29,167 59,648
Bank deposit (Maturity within three months) - 57,671
Cash and cash equivalents 29,172 117,324
Bank Deposit (Maturity after three months) 83,864 -
Client money (7.1) 6,793 14,450
119,829 131,774
71 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 customers (“clients’ money”). The
clients’ money is not available to the Company other than to settle transactions executed on behalf of the
customers maintaining deposits with the Company.

8 TRADE AND OTHER DEBTORS

Trade Debtors include 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 period ended
30 September 2018, no accounts were transferred to Holding Company (full year 2017 no accounts were
transferred). Receivable from MT as of 30 September 2018 was AED 7,516 K (2017: AED 7,525 K).

Unaudited Audited

30 September 31 December

2018 2017

AED 000 AED 000

Customer receivables 7,516 7,625
Less: allowance for impairment loss (7,378) (7,378)
138 147

All the debtors are classified as stage 3 under IFRS 9.
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8 TRADE AND OTHER DEBTORS (CONTINUED)

Movement in allowances for impairment loss

Unaudited
nine months
period ended

30 September

Unaudited
nine months
period ended

30 September

Balance as at 1 January
Recoveries / Write back

Wirite off

9 OTHER PAYABLES

2018 2017
AED 000 AED 000
7,378 21,014

- (10,153)

- (4,737)

7,378 6,124

Other payables include customer loyalty program implemented in 2013. The program was designed to pay

incentive “Points" to eligible customers based on customers frading 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 as at 30 September 2018 is AED 515 K. (2017: 652 K).

Operational loss provision of AED 8,535 K created in previous year towards an ongoing legal case is included

in other payables.

10 OTHER INCOME/(EXPENSE)

Unaudited
nine months
period ended
30 September

Unaudited
nine months
period ended
30 September

Foreign Exchange income
Clearing Fee expense

Other operating income/(expense)

2018 2017
AED 000 AED 000
22 350

(778) .
(205) (523)
(961) (173)

11 EQUITY HOLDER FUNDS

At the Annual General Meeting held on 8 April 2018, the Company approved a cash dividend of AED 18 per

share for the year amounting to AED 6,483 K.
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12 RELATED PARTY TRANSACTIONS

The Company, in the normal course of business, carries out transactions with entities that fall within the
definition of a related party contained in International Accounting Standard “IAS 24" (2008). The transactions
and balances with the related parties, other than those as disclosed elsewhere in the condensed interim

financial statements, are as follows:

Due from Holding Company

Bank balances held with Holding Company

Transactions with group entities

Unaudited Audited

30 September 31 December
2018 2017

AED 000 AED 000
6,067 -

119,785 131,729
Unaudited Unaudited
nine months nine months

period ended
30 September

period ended
30 September

Commission income from related parties

Interest income from Holding Company on fixed deposit
and call account

Insurance premium paid to associate of Holding Company

The ECL charge on related party balances is Nil during the period.

13 CONTINGENT LIABILITIES

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

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

Letters of guarantee (Issued by the Holding Company in
favor of DGCX)

Letters of guarantee (Issued by the Holding Company in
favor of SCA)

2018 2017
AED 000 AED 000
57 561
" 1,565 1,595
49 69
Unaudited Audited
30 September 31 December
2018 2017
AED 000 AED 000
- 100,000
- 5,509
3,673 3,673
1,000 1,000
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FAIR VALUE MEASUREMENT PRINCIPLES

Fair values

Fair values versus carrying amounts

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

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 (unobservable

inputs).

Unaudited 30 September 2018 Level 1 Level 2 Level 3 Total
AED 000 AED 000 AED 000 AED 000

FVOCI - equity instruments - - 65 65
FVTPL - equity instruments - - 198 198
. - 263 263

Audited 31 December 2017 Level 1 Level 2 Level 3 Total
AED 000 AED 000 AED 000 AED 000

Available-for-sale financial assets - - 262 262

The fair value of financial instruments classified as level 3 are, in certain circumstances, measured using
valuation techniques that incorporate assumptions that are not 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 techniques, 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
judgmental.



