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KPMG Lower Gulf Limited

Level 19, Nation Tower 2

Abu Dhabi Corniche, UAE

Tel. +971 {2) 401 4800, Fax +971 {2) 632 7612

independent Auditors’ Report

To the Shareholders
Abu Dhabi Aviation

Independent Auditors’ Report on the Audit of the Consolidated Financial
Statements

Opinion

We have audited the consolidated financial statermnents of Abu Dhabi Aviation {the
“"Company”) and its subsidiaries (together the "Group”), which comprise the
consolidated statement of financial position as at 31 December 2016, the consolidated
statements of profit or foss, profit or loss and other comprehensive income, changes
in equity and cash flows for the year then anded, and notes, comprising significant
accounting policies and other explanatory information.

in our opinion, the accompanying consolidated financial staterments present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December
2016, and its consolidated financial performance and its consolidated cash flows for
the year then ended in accordance with International Financial Reporting Standards
{IFRS).

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional judgement, were of most
significance in our audit of the consolidated financial statements of the current period.
These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinicn on these matters,
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Abu Dhabi Aviation

Independent auditors” report on the audit of the consolidated financial statements {continued}

31 December 2016

Key audit matter

How our audit addressed the key
audit matter

{a} Recoverability of aircraft related assets

Refer to note 3(m} and note 5 of the consolidated financial statements on page 23

and pages 31 to 34, respectively.

The carrying value of Property and

equipment includes AED 2,677 millicn ag

of 31 Decemnber 2016 relating to aircraft
related assets. Significant judgement is
applied to conclude if there is any

indication that assets are impaired, which

could include a notable decline in
financial performance and worsened
commercialffinancial prospects due to
econornic and other factors, and the
axtent of impairment, if any.

Impairment of aircraft related assets is
assessed by comparing the carrying
value to their estimated recoverable
amount, being the higher of their

estimated fair value less costs of disposal

- and value in use at individual CGU level.
The inherent risks associated with
assessing the recoverable amount of
aircraft related assets are significant.
Management's assessment of
recoverable amount applies significant
judgement in the determination of cash
generating units {CGUs) and estirnation
of current and future market conditions,
projected cash flows and discount rates,

We assessed management's
determination of the Group's CGUs
based on our understanding of the
Group's business. We analysed the
Group's internal reporting to assess
how earnings are monitored and
reported and the implications to CGU
identification in accordance with the
accounting standards.

Where fair value less costs of disposal
are used by management, our audit
procedures included examination of fair
value less costs of disposal for these
aircraft assets {including fixed wing and
helicopters) provided by third parties
{including valuation specialists and
brokers) and assessment of the
independence and objectivity of these
third parties.

Where value in use calculations are
used by management, our audit
procedures included chailenging
management’s estimation of the
present value of the net cash flows
expected to be generated from these
assets based on assumptions of their
future utilisation, sales pricing and
costs. We challengad the
appropriateness af estimates for each
CGU based on our assessment of the
historical accuracy of the Company's
estimates in previous periods.
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Independent auditors’ report on the-audit of the consolidated financial statements fcontinuad)

31 December 2016

Key audit matter

How our audit addressed the key
audit matter

b Revenue recognition

Refer to note 3(c] of the consolidated financial statements on page 19.

The amount of revenue and profit
recoghised in the year on various
contracts with government entities is
dependent on customer’s acceptance of
the services which in certain
circumstances are difficult to
demonstrate. As the commercial
arrangements for acknowledgement of
services received can be complex,
significant judgement is applied in
selecting the accounting basis in each
case and the timing of recognition of
revenue in the appropriate accounting
period.

Our audit procedures to address the risk
of material misstatement relating to
ravenue recognition included assassing
and challenging the judgements taken
by management by reference to the
underlying contract terms and applicable
accounting standards. We also
challenged the levels of income accrued
at the reporting date in relation to
unbilled revenue.

Key audit matter

How our audit addressed the key
audit matter

(c}

Classification and measurement of assets held for sale

Refer to note 3(j} and note 13 of the consalidated fmancral statements on page 22 and

bage 40, respectively.

The Group has classified four aircraft as
held for sale as at 31 December 20186.
Classification and measurement of
assets held for sale requires
management 1o use judgement including
whether the aircraft can be sold within
twelve months from the reporting date
and for how much.

These aircraft are available for immediate
sale and the sale is highly probabie since
the Group is committed to a plan to sell
the aircraft.

These aircraft are measured at the lower
of their carrying amount and fair value
less costs to sefl. The vatuation for three
alrcraft is based on the aircraft purchase
agreements signed with the
counterparties, subject to certain delivery
conditions. The fair value of the fourth
aircraft is based on a valuation provided
by an independent valuer.
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Our audit procedures included, amongst
others, assessing whether all the criteria
for classifying the assets as held for sale
as per IFRS 6 “Non-current Assets Held
for Sale and Discontinued Operations®
have been met. Furthermore we verified
that the assets are recorded at the
lowaer of their carrying amount and fair
value less cost to sell, We assessed the
adequacy of disclosures about the
assets held for sale.
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Abu Dhabi Aviation

indspendent suditors” report on the audit of the consolidated financial statements {continued)

31 December 2018

Key audit matter

How our audit addressed the key
audit matter

{d)

Carrying value of trade receivables {AED 507 million)

Refer to note 9 of the consolidated financial staterments on page 37.

The careying value of receivables, some
of which are overdue as set out in note
9 may not be reflective of its
recaverable amount as at the reporting
date under current economic
conditions. Determination of the
recoverable amount incorporates
significant judgements based on
various assurnptions including the
timing of payment and the amount
which may need to be provided in
order for the payment to be collected.

QOur audit procedures included testing
the Group's credit control procedures,
including the controls around credit
terms, and reviewing the payment
history. We tested, on a sample basis,
receivable balances that were impaired
during the year to determine the
reasonableness of judgements made by
the Group.

We analysed overdue receivables
especially those aged over one year
which ware not provided for by the
Group to determine whether there were
any indicators of impairment. We
inspected arrangements and / or
correspondences with external parties
and held discussions with management
ta assess the status of various ongoing
projects, including future plans to help
us assess the likelihood of recoverability -
of significant long outstanding
receivables,

We challenged the appropriateness of
the provisions rmade based on our
assessment of the historical accuracy of
the Group's estimates. We assessed
the appropriateness of related
disclosures,

Key audit matter

How our audit addressed the key
audit matter

{e) Atiowance for obsolete and slow moving Inventories (AED 34 miilion)

Refer to note 3(if and note 4{s} of tha consofidated financial staterments on page 23

and page 29, respectively.

The Group held inventories with a
carrying value of AED 432 miilion as of
31 December 2016. As dascribed in
note 3 {i) to the consolidated financial
statements, inventories are carried at
the lower of cost and net realisable
value. Inventories include items such
as high value spares that may need to
be held over many years and may have
limited resale value. Management
applies significant judgement in
determining the appropriate provision
against inventory for cbsolescence,

Our audit procedures included
considering the ageing of the inventory
items, the salefutilisation of inventory in
the post reporting period, chailenging
the assumptions adopted by the Group
by assessing the historical accuracy of
inventory write-offs booked by the
Group and observing inventory counts
at certain locations. We also considered
the current and forecast macro-
economic enviranment to assess that
management’s assertions were
reasonably supported.,
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Abu Dhabi Aviation
Iindependent auditors’ report on the audit of the consolidated financial statements lcentinued)
31 December 2018

Key audit matter How our audit addressed the key
audit matter

3] Classification of investments

Refer to note 4{a) and 4(b} of the consolidated financial statements on page 28 and
page 29, respectively,

As disclosed in note 4 the Company We examined management’s

has equity interests in various entities.  gssessment of the classification of
Management applies significant investments as subsidiaries and joint
judgement in determining the ventures for reasonableness, based on
appropriate classification of these a review of the underlying documents
investments as subsidiaries, associstes  governing the relationship between the
and joint ventures, based upon an Group and these entities as well as
analysis of the Company's abiity to other facts and circumstances that
exeri confrol, joint-contral and could have a bearing on the relationship.

significant influence over these
entities. These entities are significant
to the Group and their classification has
a material impact on the Group's
consolidated financial statements and
therefore considered to be a significant
area of audit.

Other information

Management is responsible for the other information. The other information comprises
the information included in the annual report, but does not include the consolidated
financial statements and our auditors’ report thereon.

Qur opinion on the consolidated financial statements does not caver the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility
is to read the other information and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. if,
based on the work we have performed, we conclude that there is a material
misstaterment of this other information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the
Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the
consolidated financial statements in accordance with 1FRSs and their preparation 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 ensbie the
preparation of consclidated financial statements that are free from material
misstatement, whether due to fraud or error.

in preparing the consclidated financial statements, management is responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related o going concern and using the going concern basis of accounting
unless management either intends to liquidate the Group or 10 cease operations, or
has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group's financial
reporting process.
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Abu Dhabi Aviation
independent auditors” report on the audit of the consolidated financial staterments {continued)
31 December 2018

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as 8 whole are free from material misstatermnent, whether due to
fraud or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high lavel of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material i, individually
or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with [SAs, we exercise professional judgement and
mainiain professional skepticism throughout the audit, We also;

+ ldentify and assess the risks of material misstatement of the consolidated financial
statemsnts, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for our apinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from arror, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the averride of internal control.

* Obtain an understanding of internal control relevant to the audit in order 1o design
audit procedures that are appropriate in the circumstances, but not for the purpose
of exprassing an opinion on the effectiveness of the Group's internal control.

s Evaluste the appropriateness of accounting policies used and the reasonableness
of accounting estimates and refated disclosures made by management.

» Conclude on the appropriateness of management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Group's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report 1o the
related disclosures in the consolidated financial statements or, if such disclosures
are inadequate, to maodity our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor's report. However, future evenis or
conditions may cause the Group to cease 10 continue as a going concern.

+ Evaluate the overall presentation, structure and content of the consolidated
financial staternents, including the disclosures, and whether the consolidated
financia! statements represent the underlying transactions and events in @ manner
that achieves fair presentation,

» Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within the Group to express an opinion on the-
consolidated financial statements. We are rasponsible for the direction,
supervision and performance of the group audit. We remain solely responsible for
our audit opinion,

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, reiated safeguards.
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Vi.

Vii.

Abu Dhabi Aviation
Independent auditors’ report on the audit of the consolidated financial statements (continued)
31 December 2016

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
{continued)

From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the consolidated financial
statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor's report unless law or regulation precludes public
disclosure about the matter or when, in extremely rare circumstances, we determine
that a matter should not be communicated in our report because the adverse
consequences of doing so would reasonably be expected to outweigh the public
interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

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

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

the Group has maintained proper books of accounts;

the financial information included in the Chairman’s report, in so far as it relates to
these consolidated financial statements, is consistent with the books of accounts
of the Group;

the Group has not purchased any shares during the financial year ended 31
December 2016;

note 10 to the consolidated financial statements discloses material related party
transactions and the terms under which they were conducted; and

based on the information that has been made available to us nothing has come to
our attention which causes us to believe that the Group has contravened during
the financial year ended 31 December 2016 any of the applicable provisions of the
UAE Federal Law No. (2) of 2015 or in respect of the Articles of Association of the
Company, which would materially affect its activities or its consolidated financial
position as at 31 December 2016.

On behalf of KPMG Lower Gulf Limited

Fawzi AbuRass
Registration No. 968
Abu Dhabi

United Arab Emirates
Date:] 3 FER 7017
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Abu Dhabi Aviation

Consolidated statement of financial position
as at 31 December

Note
Assets
Non-current assets
Property and equipment
Investment properties
Investments
investment in joint ventures

o~ N W

Total non-current assets

Current assets

Inventories

Trade receivables 9
Prepayments and other current assets 1
Cash and deposits with banks 12
Assets held for sale 13

Total eurrent assets

Total assets

Equity

Share capital 14
Share premium

Reserves 15
Retained earnings

Equity attribatable to owners of the Company
Non-controlling interests 17

Total equity

Liabilities
Non-current liabilities
Provision for employees’ end of service benefits 1§

Non-current portion of term loans i9
Non-current portion of finance lease liabilities 20
Non-current portion of deferred income 21
Amount due to a related party 10

Total non-current Habilities

2016 2015
AED*000 AED’000
2,908,794 2,865,793

161,252 181,940
- 15,803
41,015 39,967
3,111,061 3,103,593
432,105 393,491
507,202 594,702
240,727 144,019
417,583 357,019
94,125 77,634
1,691,742 1,566,865
4,802,803 4,670,458
444,787 444,787
112,328 112,320
1,593,381 1,521,531
416,978 329,807
2,567,466 2,408,445
228,591 206,802
2,796,057 2,615,247
133,831 136,595
815,048 807,418
116,269 117,332
397,202 495,543
5,429 11,582
1,467,739 1,568,470
Continued...



Abu Dhabi Aviation

Consolidated statement of financial position (continued)
as at 31 December

2016 2015
Note AED’000 AED’000

Current liabilities '
Trade and other payables 23 94,056 90,425
Accrued expenses and other current liabilities 191,618 198,094
Current portion of term loans 19 145,979 197,261
Current portion of finance lease liabilities 20 1,063 961
Current portion of deferred income 21 52,297 -
Bank overdraft 12 53,994 -
Total current liabilities 539,007 486,741
Total liabilities 2,006,746 2,055,211
Total equity and liabilities 4,802,803 4,670,458

AN

9
il = _-é‘:"’j

Nader Ahmed Mohammed Al Hammadi : Mohamed Ibrahim Al-Mazrouei
Chairman General Manager

e s

Ashraf Fahmy
Chief Financial Officer

The notes set out on pages 16 to 54 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages 1 to 7.



Abu Dhabi Aviation

Consolidated statement of profit or loss
Jor the year ended 31 December

2016 2015
Note AED'000 AED'000
Revenue 1,808,236 2,181,612
Direct operating costs 24 (1,318,908) (1,628,329
Gross profit 486,328 553,283
General and administrative expenses 25 {229,660) 271,497y
Gain on change in fair value of investment
properties 6 3,232 9,772
Income from investment properties 5,591 6,409
Property rental expense (2,049) (2,172)
Loss on disposal of property and equipment (1,081) (10
Gain on disposal of assets held for sale - 176
Impairment loss on property and equipment ) - (42,815)
Impairment loss on assets held for sale 13 (22,899 (11,446)
Impairment for obsolete and slow-moving
inventories - (12,600)
Amortisation of deferred income 21 52,300 51,612
Share of profit of joint ventures 971 1,311
Finance income 3,224 2,522
Finance costs (27,411) (25,740)
Other income : ‘ 11,844 17,942
Profit for the year 280,390 277,347
Profit for the year attributable to:
Owners of the Company 258,601 267,105
Non-controlling interests 17 21,789 10,242
280,390 277,347
Basic and diluted earnings per share (AED) 26 0.58 0.60

The notes set out on pages 16 to 54 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages 1 to 7.
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Abu Dhabi Aviation

Consolidated statement of profit or loss and other comprehensive income
Jor the year ended 31 December

2016 2015
Note AED’000 AED 000
Profit for the year 286,390 277,347
Other comprehensive income
Items that will not be reclassified to
profit or loss:
Loss on fair valuation of investments at fair
value through other comprehensive income 7 (46) (147)
Items that are or may be reclassified
subsequently to profit or loss
Foreign currency translation differences 6 (23,920) (6,422)
Other comprehensive income for the year (23,966) (6,569)
Total comprehensive income for the year 256,424 210,778
Total comprehensive income attributable to:
Owners of the Company 234,635 260,536
Non-controlling interests 21,789 10,242
256,424 270,778

The notes set out on pages 16 to 54 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages 1 to 7.
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Abu Dhabi Aviation

Consolidated statement of changes in equity
Jor the year ended 31 December 2016

Equity
attributable Non-
Share Share Retpined toowners of  controlling
capital premivm Reserves carnings the Company interests Fotal
AED 000 AEDG00 AED’ 000 AED' 000 AEDG00 AED'G00 AED 000
Balance at 1 January 2016 444,787 112,320 1,521,531 329,807 2,408,445 266,802 2,615,147
Profit for the year - - " 258,601 258,601 21,789 280,390
Other comprehensive income for the year - - (23,966) - (23,966) - (23,966)
Total comprehensive income - “ {23,966) 258,601 234,635 21,789 256,424
Dividends (Note 16} ) - - - (75,614) (75,614) - (75,614)
Transfer to legal reserve (Note 15) - - 15,386 {15,386) “ - -
Transfer to maintenance and fleet
replacement reserve - - 80,800 {80,600} - - -
Transfer of reserve to retained earnings - - 430 (436} - - -
Balance at 31 December 2016 444,787 112,320 1,593,381 416,978 2,567,466 228,591 2,796,087
Continued...



Abu Dhabi Aviation

Consolidated staternent of changes in equity (continued)
Jor the vear ended 31 December 2015

Equity
attributable Non-
Share Share Retained toownersof  controlling
capital premium Reserves earnings the Company interests Total
ALD'OG0 AED000 AED400 AED'000 AED'00 AED’ 000 AED'000
Balance at 1 January 2015 444 787 112,320 1,434,163 207,835 2,199,105 213,597 2,412,702
Profit for the year - - - 267,105 267,105 10,242 271,347
Other comprehensive income for the year - - (6,569) - {6,569} - (6,569)
Total comprehensive income - - (6,569) 267,105 260,536 10,242 270,778
Dividends (Note 16) - - - (53,374) {53,374} - (53,374)
Transfer to legat reserve (Note 15) - - 21,937 {21,937y - - -
Transfer to maintenance and fleet replacement
reserve - - 52,600 {52,060} - " B
Transter to insurance reserve L. B 20,060 {20,000} - - -
Acquisition of shares of 2 non-controtling
shareholder - - - 2,178 2,178 {17,037) (14,839)
Balance at 31 December 2015 444,787 112,320 1,521,531 329,807 2,408,445 206,802 2,615,247

The notes set out on pages 16 to 54 form an integral part of these consolidated financial statements.



Abu Dhabi Aviation

Consolidated statement of cash flows
Jor the year ended 31 December

Cash {lows from operating activities
Profit for the year

Adjustments for:

- Depreciation

- L.oss on write off of property and equipment

- Impairment losses on trade receivables

- Impairment for obsolete and slow moving
inventories

- Recovery of impaired trade receivables

- hinpairment loss on property and equipment

- Impairment loss on assets held for sale

- Provision for employees’ end of service
benefits

- Amortisation of deferred income

- Gain on change in fair value of investment
properties

- (Gain on sale of investment

- Loss on disposal of property and equipment

- Gain on disposal of assets held for sale

- Share of profit of joint ventures

- Finance costs

- Finance income

Changes in:
- Inventories
- Trade receivables
- Prepayments and other current assets
- Trade and other payables
- Accrued expenses and other current liabilities

Cash generated from operating activities

Interest paid
Empioyees’ end of service benefits paid

Net cash from operating activities

Note

o b b

18
21

18

14

2016 2015
AED000 AED’ 000
280,390 277,347
166,434 212,732
- 46,162
38,147 57,067
(1,125) 12,000
{865) (9,404)
- 42,815
22,899 11,446
22,005 21,904
{52,300) (51,612)
(3,232) (9,772)
. (1,428)
1,081 10
- (176)
971 (1,311)
27,411 23,740
(3,224) (2,522)
496,650 630,998
(37,489) (53,482)
50,218 {246,798)
(96,708) 69,780
3,631 (13,413)
(6,476) 44,585
409,826 431,670
(27,411) (25,740)
(24,769) (6,287
357,646 399,643
continued...



Abu Dhabi Aviation

Consolidated statement of cash flows (continued)
for the year ended 31 December

2016 2015
Note AED000 AED000
Cash flows from investing activities
Acquisition of property and equipment 5 (243,712) (402,570)
Payments for investment in a joint venture 77N -
Payments for investments 7 - (18.241)
Purchase of Non-coatroiling interests’ share - {14,859)
Proceeds from disposal of property and equipment 62 3,427
Proceeds from disposal of assets held for sale - 18,404
Proceeds from disposal of investments 15,847 76,517
Finance income received 3224 2,522
Increase in margin deposits (100) -
Deposits with maturities over three months 12 (240,875} -
Net cash used in investing activities (465,631) {334,800
Cash flows from financing activities
Proceeds from term loans 95,603 239,730
Repayment of term loans {139,295) (48,940)
Decrease in due to a related party (6,153) (22,088)
Payments for finance lease liabilities (961) (912)*
Dividends paid 16 {75,014) {53,374)
Net cash (used in) / from financing activities {126,420) 114,416
Net (decrease) / increase in cash and
cash equivalents (234,405) 179,259
Cash and cash equivalents at 1 January 356,033 176,774
Cash and cash equivalents at 31 December 12 121,628 356,033

* Other finance lease repayments are presented within related party cash flows above

Non-cash transactions:
Property and equipment granted by
Abu Dhabi Government (Note 21) 6,256 -

The notes set out on pages 16 to 54 form an integral part of these consolidated financial statements.

The independent auditors’ report is set out on pages I to 7.
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Legal status and principal activities

Abu Dhabi Aviation (the “Company”) is a national shareholding company incorporated in
Abu Dhabi, United Arab Emirates by the Decrees and Laws No. 3, No. 10, No. 8, No. 9 and
No. 11 of the years 1982, 1985, 1999, 2003 and 2004, respectively. The Company’s shares are
listed on the Abu Dhabi Securities Exchange.

The Company and its subsidiaries (together referred to as the “Group”) have been established to
own and operate helicopters and fixed wing aircraft both within and outside the United Arab
Emirates and to undertake charter, commercial, air cargo and other related services. The
Company has its registered office at P.O. Box 2723, Abu Dhabi, UAE.

Basis of preparation
Statement of compliance

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (“IFRSs”) and applicable requirements of the laws of the UAE.

UAE Federal Law No. (2) of 2015 being the Commercial Companies Law ("UAE Companies
Law of 2015) was issued on 1 April 2015 to come into force on 1 July 2015 repealing the old
UAE Federal Law No. (8) of 1984 (as amended). Companies are mandated to comply with the
UAE Companies Law of 2015 by 30 June 2017.

Basis of measurement

These consolidated financial statements have been prepared on the historical cost basis, except
for investments and investment properties, which are carried at fair value.

Functional and presentation currency

These consolidated financial statements are presented in United Arab Emirates Dirhams
(“AED™), which is the Company’s functional and presentational currency. All values are rounded
to the nearest AED thousand, except when otherwise indicated.

Use of estimates and judgements

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

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

Information about significant areas of estimation uncertainty and critical judgements in applying

accounting policies that have the most significant effect on the amounts recognised in these
consolidated financial statements are described in Note 4.
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Significant accounting policies

The Group has consistently applied the following accounting policies to all periods presented in
these consolidated financial statements except for the new standards and interpretations that
became applicable and were adopted during the year.

New standards and interpretations adopted:

During the year new standards, amendments to standards and interpretations have become
effective for the period and have been applied in preparing these consolidated financial
statements, These amendments are listed below:

. Clarification of acceptable methods of depreciation and amortisation (amendments to [AS
16 and IAS 38)

. Annual improvements to IFRSs 2012-2014 cycle — various standards
. Disclosure initiative (amendments to 48 1)

Adoption of these amendments does not have a material impact on the consolidated financial
statements of the Group.

Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and
its subsidiaries.

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

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' meetings.
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Significant accounting policies (continued)
Basis of consolidation (continued)

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

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

Intra-group balances and transactions, and any unrealised income and expenses arising from
intra-group transactions, are eliminated. Unrealised gains arising from transactions with equity
accounted investees are eliminated against the investment to the extent of the Group’s interest in
the investee. Unrealised losses are eliminated in the same way as unrealised gains, but only to
the extent that there is no evidence of impairment.

The consolidated financial statements incorporate the financial position and performance of the
Company and its subsidiaries as disclosed below.

Ownership interest

3 31
- December December Country of :
Name of subsidiary 2016 2015  incorporation Principal activities
Maximus Air L.L.C. 100% 100% UAE Alir cargo
Royal Jet L.L.C. 50% 50% UAE Commercial air and
transportation services
Herbal Hill Gardens 100% 100% Gibraltar Investment property
Limited ownership
ADA Real Estate 100% 100% UAE Real estate and facilities
Management and General
Maintenance L.L.C. i
Maximus Airlines L.L.C. 100% 100% Ukraine Alr cargo services
ADA International Real 100% - UAE Real estate lease and
Estate L.L.C.} management services
Abu Dhabi Aviation 100% - UAE Aviation training
Training Centre L.L.C.?

'The Group has established ADA International Real Estate L.L.C. to undertake real estate lease
and management services together with real estate purchase and sale brokerage.

2The Group has established Abu Dhabi Aviation Training Centre L.L.C. to undertake aviation
training,
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Significant accounting policies (continued)
Investment in joint ventures

A joint venture is an arrangement in which the Group has joint control, whereby the Group has
rights to the net assets of the arrangement, rather than rights to its assets and obligations for its
liabilities.

Interests in joint ventures are accounted for using the equity method. They are initialfy recognised
at cost, which includes transaction costs. Subsequent to initial recognition, the consolidated
financial statements include the Group’s share of the profit or loss and other comprehensive
income of equity-accounted investees, until the date on which significant influence or joint
control ceases.

Losses of a joint venture in excess of the Group's interest in that joint venture (which includes
any long term interests that, in substance, form part of the Group's net investment in joint venture)
are recognised only to the extent that the Group has incurred legal or constructive obligations or
made payments on behalf of a joint venture.

Where an entity in the Group transacts with a joint venture of the Group, profits and losses are
eliminated to the extent of the Group's interest in the relevant joint venture.

Revenue

Rendering of services '

The Group is involved in providing aviation services, as well as performing related services. The
Group recognises revenue when the services are provided and the amount of the revenue can be
reliably measured and it is probable that future economic benefits will flow to the entity.

The Group recognises revenue from rendering of services when the services are rendered to the
client, measured at the fair value of the consideration received or receivable, net of discounts.

Revenue from providing commercial air transportation is recognised in the period when such
services are rendered and accepted by the customers and no significant uncertainties remain
regarding the recovery of the consideration due or the associated costs.

Revenue from third party maintenance contracts is recognised at the contracted rates as labour
hours are rendered and direct expenses are incurred.

Leases

Determining whether an arrangement contains a lease
At inception of an arrangement, the Group determines whether the arrangement is or contains a
lease.

At inception or on reassessment of an arrangement that contains a lease, the Group separates
payments and other consideration required by the arrangement into those for the lease and those
for other elements on the basis of their relative fair values. If the Group concludes for a finance
lease that it is impracticable to separate the payments reliably, then an asset and a liability are
recognised at an amount equal to the fair value of the underlying asset; subsequently, the liability
is reduced as payments are made and an imputed finance cost on the liability is recognised using
the Group’s incremental borrowing rate.
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Significant accounting policies (continued)
Leases (continued)

Leased assets

Leases of property and equipment that transfer to the Group substantially all of the risks and
rewards of ownership are classified as finance leases. The leased assets are measured initially at
an amount equal to the tower of their fair value and the present value of the minimum lease
payments. Subsequent to initial recognition, the assets are accounted for in accordance with the
accounting policy applicable to that asset.

Assets held under other leases are classified as operating leases and are not recognised in the
Group’s consolidated statement of financial position.

Lease payments

Payments made under operating leases are recognised in profit or loss on a straight-line basis
over the term of the lease. Lease incentives received are recognised as an integral part of the total
lease expense, over the term of the lease.

Minimum lease payments made under finance leases are apportioned between the finance
expense and the reduction of the outstanding liability. The finance expense is allocated to each
period during the lease term so as to produce a constant periodic rate of interest on the remaining
balance of the liability.

Interest income

Interest income is accrued on a time 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.

Foreign currency

Fareign currency transactions
Transactions in foreign currencies are translated into the respective functional currencies of
Group companies at the exchange rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated into the
functional currency at the exchange rate at the reporting date. Non-monetary assets and liabilities
that are measured at fair value in a foreign currency are translated into the functional currency at
the exchange rate when the fair value was determined. Non-monetary items that are measured
based on historical cost in a foreign currency are translated at the exchange rate at the date of the
transaction. Foreign currency differences are generally recognised in profit or loss.

Foreign operations

The assets and liabilities of foreign operations, including goedwill and fair value adjustments
arising on acquisition, are translated into AED at the exchange rates at the reporting date. The
income and expenses of foreign operations are translated into AED at the exchange rates at the
dates of the transactions. Foreign currency differences are recognised in other comprehensive
income and accumulated in the translation reserve, except to the extent that the translation
difference is allocated to non-controlling interests.
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Significant accounting policies (continued)
Borrowing costs

Borrowing costs that are attributable to the acquisition or construction of qualifying assets are
capitalised as part of the cost of such assets. A qualifying asset is one that necessarily takes a
substantial period of time to get ready for its intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Government grants

Non-monetary government grants are recognised at nominal value where there is reasonable
assurance that the asset will be received and the Group will comply with any attached conditions,
where applicable. Government grants whose primary condition is that the Group should
purchase, construct or otherwise acquire non-current assets are recognised as deferred income in
the consolidated statement of financial position and transferred to profit or loss on a systematic
and rational basis over the useful lives of the related assets.

Other government grants are recognised as income over the periods necessary to match them
with the costs for which they are intended to compensate, on a systematic basis. Government
grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group with no future refated costs are
recognised in profit or loss in the period in which they become receivable.

Deferred income relating 1o Maximus Air L.L.C. is recognised at the nominal value of shares
that was granted to the Company. Deferred income is amortised on the basis of the agreed legal
duration of the related investment of 25 years.

Deferred income relating to property and equipment granted by the Abu Dhabi Government to
Royal Jet L.L.C. is recognised at the nominal value of the assets. Deferred income is amortised
on the basis of the estimated useful life of the asset.

Property and equipment

Recognition and measurement

Items of property and equipment are measured at cost less accumulated depreciation and any
accumulated impairment losses. If significant paris of an item of property and equipment have
different useful lives, then they are accounted for as separate items (major components) of
property and equipment. Any gain or loss on disposal of an item of property and equipment is
recognised in profit or loss.

Subsequent expenditure

Subsequent expenditure is capitalised only if it is probable that the future economic benefits
associated with the expenditure will flow to the Group. The cost of replacing part of an item of
property and equipment including major inspections and overhauls is recognised in the carrying
amount of the related asset if it is probable that future economic benefits embodied within the
part will flow to the Group and its cost can be measured reliably. The remaining carrying amount
of replaced parts is derecognised simultaneously. Major inspections and overhaul are capitalised
as a separate component of property and equipment and are amortised over the period to the next
major overhaul.
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Significant accounting policies (continued)
Property and equipment (continued)

Depreciation

Depreciation is calculated on a straight-line basis so as to write off the cost of assets over their
estimated useful lives, after allowing for estimated residual value. The estimated useful lives of
the Group's property and equipment are disclosed in Note 5.

Residual value is the net amount which the Group expects to obtain for an asset at the end of its
useful life after deducting the expected costs of disposal. 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.

Depreciation of operational property and equipment commences with the commercial use of the
asset. Surpluses arising on revaluation are transferred to a revaluation reserve. This reserve is
released to distributable reserves when assets are sold or disposed of.

Capital work in progress

Property and equipment in the course of construction are treated as capital work in progress and
carried at cost, less any recognised impairment loss. Depreciation of these assets commences
when the assets are ready for their intended use.

Assets held for sale

Non-current assets, or disposal groups comprising assets and liabilities, are classified as held for
sale if it is highly probable that they will be recovered primarily through sale rather than through
continuing use.

Such assets, or disposal groups, are generally measured at the lower of their carrying amount and
fair value less costs to sell. Any impairment loss on a disposal group is allocated first to goodwill,
and then to the remaining assets and liabilities on a pro rata basis, except that no loss is allocated
to inventories, financial assets, employee benefit assets or investment property which continue
to be measured in accordance with the Group’s other accounting policies. Impairment losses on
initial classification as held-for-sale or held for distribution and subsequent gains and losses on
remeasurement are recognised in profit or loss.

Once classified as held-for-sale, intangible assets and property and equipment are no longer
amortised or depreciated, and any equity-accounted investee is no longer equity accounted.

Investment propertics

Investment properties are initially measured at cost and subsequently at fair value with any
change therein recognised in profit or loss.

Any gain or loss on disposal of investment properties (calculated as the difference between the
net proceeds from disposal and the carrying amount of the item) is recognised in profit or loss.
When investment properties that were previously classified as property and equipment are sold,
any related amount included in the revaluation reserve is transferred to retained earnings.
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Significant accounting policies (continued)
Inventories

Inventories are measured at the Jower of cost and net realisable value. The cost of inventories is
based on the first-in, first-out principle wherein the cost of inventories includes the invoiced cost,
freight expenses, duties and other expenses incurred in bringing the inventories to their present
condition and location. Allowance is made in the accounts for obsolete and slow-moving items
based on management's judgement.

Impairment of non-financial assets

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

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

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

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

Impairment losses are recognised in profit or loss. They are allocated first to reduce the carrying
amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis,

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

Financial assets

The Group had early adopted IFRS 9, ‘Financial Instruments: Classification and measurement’
in 2009 in advance of its effective date. The Group had chosen 31 December 2009 as its date of
initial application (i.e. the date on which the Group had assessed its existing financial assets) as
this was the first reporting period end since the Standard was issued on 12 December 2009. The
Group has also adopted amendments to classification and measurement of financial instruments
issued as part of IFRS 9 (2014).
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Significant accounting policies (continued)

Financial assets (continued)

The Group initially recognises financial assets on the trade date at which the Group becomes a
party to the contractual provisions of the contract. Financial assets are initially measured at fair
value, plus transaction costs, except for those financial assets classified as at fair value through
profit or loss (FVTPL), which are initially measured at fair value. The Group subsequently
measures financial assets either at amortised cost or fair value.

The Group derecognises a financial asset when the coniractual rights to the cash flows from the
asset expire, or it transfer the right to receive the contractual cash flows in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any
interest in such transferred financial assets that is created or retained by the Group is recognised
as a separate asset or liability.

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

Classification of financial assets

On initial recognition, the Group classifies its financial assets as subsequently measured at either
amortised cost or fair value, depending on its business mode! for managing the financial assets
and the contractual cash flow characteristics of the financial assets. '

The Group had the following financial assets as at 31 December 2016: ‘cash and cash
equivalents', 'loans and receivables’ and financial assets at fair value through other
comprehensive income (FVTOCI).

Cash and cash equivalents

Cash and cash equivalents comprise cash and balances with banks in current accounts and short-
term, highly liquid investments that are readily convertible to known amounts of cash and are
subject to an insignificant changes in value.

Loans and receivables

Trade receivables that have fixed or determinable payments that are not quoted in an active
market are classified as loans and receivables. Loans and receivables 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.

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts (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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Significant accounting pelicies (continued)

Financial assets (continued)

Financial assets measured at fair value
Financial assets other than those classified as financial assets measured at amortised cost are
subsequently measured at fair value with all changes in fair value recognised in profit or loss.

However, for investments in equity instruments that are not held-for-trading, at initial
recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis)
to designate investments in equity instruments as at Fair value through other comprehensive
income (FVTOCI). Investments in equity instruments at FVTQCI, are initially measured at fair
value plus transaction costs. Subseguently, they are measured at fair value with gains and losses
arising from changes in fair value recognised in other comprehensive income and accumulated
in the investments revaluation reserve. Where the asset is disposed of, the cumulative gain or
loss previously accumulated in the investments revaluation reserve is not reclassified to profit or
loss, but is reclassified to retained earnings.

Dividends on these investments in equity instruments are recognised in profit or loss when the
Group's right to receive the dividends is established in accordance with IAS 18 Revenue, unless
the dividends clearly represent a recovery of part of the cost of the investment. Dividends earned
are recognised in profit or loss and are included in the 'other income' line item in the profit or
loss.

Impairment of non-derivative financial assets

Financial assets not classified as at fair value through profit or loss are assessed at each reporting
date to determine whether there is objective evidence of impairment. Objective evidence that
financial assets are impaired includes;

» default or delinquency by a debtor;

restructuring of an amount due to the Group on terms that the Group would not consider
otherwise;

indications that a debtor or issuer will enter bankruptcy;

adverse changes in the payment status of borrowers or issuers;

the disappearance of an active market for a security because of financial difficulties; or
observable data indicating that there is a measurable decrease in the expected cash flows
from a group of financial assets.

For an investment in an equity security, objective evidence of impairment includes a significant
or prolonged decline in its fair value below its cost. The Group considers a decline of 20% to be
significant and a period of nine months to be prolonged.

For financial assets measured at amortised cost the Group considers evidence of impairment for
these assets at both an individual asset and a collective level. All individually significant assets
are individually assessed for impairment. Those found not to be impaired are then collectively
assessed for any impairment that has been incurred but not yet individually identified. Assets that
are not individually significant are coilectively assessed for impairment. Collective assessment
is carried out by grouping together assets with similar risk characteristics.
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Significant accounting policies (continued)
Financial assets (continued)

Impairment of non-derivative financial assets {continued)

In assessing collective impairment, the Group uses historical information on the timing of
recoveries and the amount of loss incurred, and makes an adjustment if current economic and
credit conditions are such that the actual losses are likely to be greater or lesser than suggested
by historical trends.

An impairment foss is calculated as the difference between an asset’s carrying amount and the
present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Losses are recognised in profit or loss and reflected in an allowance account. When
the Group considers that there are no realistic prospects of recovery of the asset, the relevant
amounts are written off. If the amount of impairment loss subsequently decreases and the
decrease can be related objectively to an event occurring afier the impairment was recognised,
then the previously recognised impairment loss is reversed through profit or loss.

Financial liabilities and equity instruments

Debt and equity instruments are classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangement.

An equity instrument is any contract that evidences aresidual interest in the assets of an entity
after deducting all of its liabilities. Equity instrurhents issued by the Group are recorded at the
proceeds received, net of direct issue costs.

The Group's financial liabilities comprise trade and other payables, accrued expenses and other
current liabilities, due to a related party, term loans, finance lease liabilities and other non-current
liability, which are initially measured at fair value, net of transaction costs, and are subsequently
measured at amortised cost using the effective interest method, with interest expense recognised
on an effective yield basis except, for short-term liabilities when the recognition of interest would
be immaterial.

Provisions

Provisions are recognised when the Group has a legal or constructive obligation as a result of a
past event, it is probable that an outflow of resources will be required to settle the obligation, and
the amount can be reliably estimated.

Provisions are determined by discounting the expected future cash flows at a rate that reflects

current market assessments of the time value of money and the risks specific to the liability. The
unwinding of the discount is recognised as finance cost.
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Significant accounting policies (continued)

Employee benefits

An accrual is made for the estimated liability for employees' entitlement to annual leave and
leave passage as aresult of services rendered by eligible employees up to the end of the reporting
period. Provision is also made for the full amount of end of service benefit due to eligible non-
UAE. national employees in accordance with the UAE. Labour Law, for their period of service
up to the consolidated statement of financial position date. The accrual relating {o annual leave
and leave passage is disclosed as a current Hability, while the provision relating to end of service
benefit is disclosed as a non-current lLiability.

Pension contributions are made in respect of UAE national employees to Abu Dhabi
Retirement Pensions and Benefits Fund in accordance with the UAE. Federal Law
No. (2) of 2000. Such contributions are charged to the profit or {oss during the employees' period
of service.

New standards and interpretations issued but not yet effective

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

Disclosure Initiative (Amendments to 148 7)

The amendments require disclosures that enable users of financial statements to evaluate changes
in liabilities arising from financing activities, including both changes arising from cash flow and
non-cash changes. The amendments are effective for annual periods beginning on or after
1 January 2017, with early adoption permitted.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when
revenue is recognised. It replaces existing revenue recognition guidance, including I1AS 18
Revenue, IAS 11 Construction Contracts and IFRIC 13 Customer Loyalty Programmes. [FRS 15
is effective for annual periods beginning on or after 1 January 2018, with early adoption
permitted.

IFRS-9 Financial instruments

The International Accounting Standards Board has decided to replace 1AS 39 Financial
Instruments over a period of time and in three phases;

Phase 1: Classification and measurement of financial assets and financial liabilities.
Phase 2: Impairment methodology.
Phase 3: Hedge accounting.

Recognition and Measurement:

The early adoption of the standard continues to be permitted. Given the nature of the Group’s
operations, this standard is not expected to have a significant impact on the Group’s consolidated
financial statement. The Group, however, has already early adopted part of Phase 1
“Classification and measurement of financial assets” as explained in Note 3 (n).
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Significant accounting policies (continued)
New standards and interpretations issued but not yet effective (continued)
IFRS-9 Financial instruments (continued)

Recognition and Measurement (continued)

IFRS 9 (2009) introduces new requirements for the classification and measurement of financial
assets. IFRS 9 (2010) introduces additions relating to financial liabilities. [FRS 9 (2013)
introduces new requirements for hedge accounting. IFRS 9 (2014) introduces a new expected
credit loss model for calculating impairment on financial assets.

IFRS 9 is effective for annual periods beginning on or after 1 January 2018, with early adoption
permitted.

IFRS 16 Leases

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

IFRS 16 replaces existing leases guidance including IAS 17 Leases, IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC~15 Operating Leases—Incentives and SIC-27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.

The standard is effective for annual periods beginning on or after 1 January 2019. Early adoption
is permitted for entities that apply IFRS 15 Revenue from Contracts with Customers at or before
the date of initial application of IFRS 16.

Sale or Contribution of Assets between an Investor and its Associate or Joini Venture
(Amendments to IFRS 10 and I4S 28).

The Group is currently assessing the impact from the adoption of the above new and amended
standards on its consolidated financial position and performance.

Use of estimates and judgements

While applying the accounting policies as stated in Note 3, management of the Group has made
certain judgements, estimates and assumptions 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.

Joint venture

As describe in Note 8, AgustaWestland Aviation Services L.L.C. (AWAS) is a joint venture of
the Company and Agusta SpA. Although the Company owns a 70% ownership interest in
AWAS, the Company does not have control or significant influence over AWAS as it is
contractually agreed with Agusta SpA that the relevant activities of AWAS require unanimous
consent of the parties sharing control. AWAS is a limited liability company whose legal form
confers separation between the parties to the joint arrangement and the company itself.
Furthermore, there are no contractual arrangements or any other facts and circumstances that
indicate that the parties to the joint arrangement have rights to the assets and obligations for
the liabilities of the joint arrangement. Accordingly, AWAS is classified as a joint venture of the
Company,
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Use of estimates and judgements (continued)

Subsidiary

The Company has a 50% ownership interest in Royal Jet LLC, with the other 50% owned by
Presidential Flight Authority. Royal Jet LLC is accounted for as a subsidiary of the Group on
the basis that the group is able to exert control over this entity as a result of majority Board
representation and its reliance on the Company for technical support and operations.

Classification of properties

In the process of classifying properties, management has made various judgements. Judgement
is needed to determine whether a property qualifies as an investment property, property and
equipment and/or asset held for sale. The Group develops criteria so that it can exercise that
judgement consistently in accordance with the definitions of investment property, property and
equipment and asset held for sale. In making its judgement, management considered the detailed
criteria and related guidance for the classification of properties as set out in IAS 2, IAS 16, IAS
40 and IFRS 35, in particular, the intended usage of property as determined by management.

Allowance for impairment losses on trade receivables and accrued income

Management has estimated the recoverability of trade receivables balances and has considered
the atlowance required for impaired receivables. Management has estimated the allowance for
impairment losses on trade receivables based on future cash flows estimated at the end of
reporting period. Allowance for impairment losses on trade receivables at 31 December 2016 is
AED 101.2 million (2015: AED 67.1 million).

Allowance for obsolete and slow moving inveniories

Management has estimated the recoverability of inventory balances whlch relates fo spare paris
and rotables (finished goods) and has considered the allowance required for inventory
obsolescence based on the current economic environment and past obsolescence history.
Allowance for impairment of obsolete and slow-moving inventories as at 31 December 2016 is
AED 34.1 million (2015: AED 35.2 million).

Useful lives of property and eguipment

The Group determines the estimated useful lives of its property and equipment for calculating
depreciation. This estimate is determined after considering the expected usage of assets and
physical wear and tear. Management reviews the residual value and useful lives annually and
future depreciation charge is adjusted where management believes that the useful lives differ
from the previous estimates.

In 2015 management reviewed the residual values and estimated useful lives of the Company's
fixed wing aircraft, AW139, Bell 412 and Bell 212 fleet in accordance with IAS 16 Property,
Plant and Equipment and had determined that residual vatues of certain aircraft should be reduced
from 50% to 45% residual values.

The effect of this reassessment, assuming the assets are held until the end of their estimated useful
lives, is the increase in depreciation expense in the current financial year and for the next two
vears, by the following amounts:

AED’0060
2017 9,020
2018 9,020
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Use of estimates and judgements (continued)

Amortisation of deferred income relating to Maximus Air L.L.C.

In determining the appropriate basis for recognising deferred income relating to the grant, the
management has considered the requirements of IAS 20 Government Grants and the purpose and
requirements of the grant based on binding arrangements entered into with the Abu Dhabi
Government, related instructions and transfer of legal ownership of assets to the Group. The
directors are satisfied that after considering the above criteria, the agreed legal duration of the
investment of 25 years is an appropriate basis for the recognition of the related deferred income.

Impairment of property and equipment and capital work in progress

Properties classified under property and equipment and capital work in progress are assessed for
impairment by comparing the carrying value to their estimated recoverable amount, being the
higher of their estimated fair value less costs of disposal and value in use at individual CGU
level. Impairment loss recognised on property and equipment for the year ended 31 December
2016 amounted to AED nil (2015: AED 42.8 million). Details of the impairment loss are set out
in Note 5 to the financial statements.

Fair value of investment properties

The fair value of investment properties is determined by independent real estate valuation experts
using recognised valuation methods. Such estimations are based on certain assumptions, which
are subject to uncertainty and might materially differ from the actual results.

Impairment of investment in joint venture

Management regularly reviews its investment in joint ventures for indicators of impairment, This
determination of whether investment in joint ventures is impaired, entails management's
evaluation of the investee's profitability, liquidity, solvency and ability to generate operating cash
flows from the date of acquisition and into the foreseeable future. The difference between the
estimated recoverable amount and the carrying value of investment is recognised as an expense
in profit or toss. Management is satisfied that no impairment is required on its investment in joint
ventures (Note 8) and its receivables from joint ventures.

Measurement of fair values

A number of the Group’s accounting policies and disclosures require the measurement of fair
values, for both financial and non-financial assets and liabilities. The Group has an established
control framework with respect to the measurement of fair values. This includes a valuation team
that has overall responsibility for overseeing all significant fair value measurements, including
Level 3 fair values, and reports directly to the chief financial officer.

The valuation team regularly reviews significant unobservable inputs and valuation adjustments.
If third party information, such as broker quotes or pricing services, is used to measure fair
values, then the valuation team assesses the evidence obtained from the third parties to support
the conclusion that such valuations meet the requirements of IFRS, including the level in the fair
value hierarchy in which such valuations should be classified.

Significant valuation issues are reported to the Group’s Audit Committee.
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Use of estimates and judgements (continued)

Measurement of fair values (continued)

When measuring the fair value of an asset or a liability, the Group uses observable market data
as far as possible. Fair values are categorised into different levels in a fair value hierarchy based
on the inputs used in the valuation techniques as follows.

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

e Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset
or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

e Level 3: inputs for the asset or liability that are not based on observable market data
(unobservable inputs).

If the inputs used to measure the fair value of an asset or a liability fall into different levels of the
fair value hierarchy, then the fair value measurement is categorised in its entirety in the same
level of the fair value hierarchy as the lowest level input that is significant to the entire
measurement.

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

Further information about the assumptions made in measuring fair vaiues is included in the
relevant notes.

Property and equipment

The following estimated useful lives are used for the depreciation of property and equipment:

Commercial aircraft, rotable parts and repairables 20 years
Cargo aircraft and spare engines 25 years
Fixed wing aircraft 15 years
Helicopters and major rotables 10-15 years
Fixed wing spares 15 years
Motor vehicles 4 years
Ground equipment 5 years
Furniture and office equipment 4-5 years
Housing complex 30 years
Buildings 25 years
Commercial aircraft facility leasehold improvements 3 years
Fixtures and fittings 10 years
Main rotor yokes 5,000 - 10,000 hours
Main rotor blades 4,000 hours
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Commercial Commercial
aircraft  Helicopters, aircrafl
facility  aircraft and Cargo Cargo rotable Capital
teasehold major gircrafi  sircraft nod  Commercial paris and Furaiture work in
Buildings improvements rotables building apares wireraft  repairables  and fittiags Others progress Totat
AED'600 AED"000 AED0G0 AED000 AED'S00 AEDD00 AR 000 AED000 AED'000 AED'DE AED'000
Cost
Balance at | Jan 2015 210,724 12,064 1,813,379 15017 256,744 570,310 18,622 16,329 286,990 398,99 3,999,175
Additions - 10 19,124 - 15,808 190 1,568 3 31,284 334,071 402,570
Disposals - . {660} - {22,963 . - - (3,775) . (27,398)
Transfers - - 835,131 - - 167,764 - - ©.827 {262,722} -
‘Fransfer ¢ assets held
for sate (Note 13} - - - - - (168,515) - - (16,105) B {184,620)
Write off - - - - T (89,592) - - - (3.460) {4,429) {97,481}
Balanece at 31 Dec 2015 210,724 12074 1,316,974 15017 159,997 969,749 10,590 16,444 304,762 465916 4,092,246
Balance at § Jan 2016 210,724 12,074 1,916,974 15,017 159,967 969,749 20,560 16,444 304,761 463,916 4,002,246
Additions - - 16,375 - - - 2,700 - 12,127 218,766 249,968
Disposals - - (7,388) - - - - - {766) - (B, E54)
Transfers - 1,010 - - - 578,586 - - 15,186 (594,782) -
Transfer to assets held
for sale (Note 13) - - " - - {144,862} {9,738) - {1,705) - {162,305)
Balance at 31 Dec 2816 210,724 13,084 1,925,961 15,017 89,997 1,403,473 13,552 16,444 313,603 £9,900 4,178,755
Continued, .
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Commercial Commerriat
aireraft  Hebicopters, aircraft
facility abreraft and Cargo Cargo rotable Capital
leasehsld major  aireraft aircraftand Commercial parts and Farniture work in
Buildings improvements rotables  bauilding spares sircraft  repairables  and fittings Qthers progress Tatnl
AED 006 ARD'800 AEDR'000  AED'0GO AED000 AED 00} AED'000 AED'000 AED'000 AED'000 ALD'00G
Accumniated
depreciation and
impairment
Belance at 1 Jan 2015 63,219 10,566 513,668 3,605 194,212 221,187 7.462 16,166 189,641 - 1,141,726
Charge for the year 7430 535 TT.485% 601 24,017 73,253 58] 62 28,768 - 212,732
Eliniinated on disposals - - {660 - {19917 - - - {3,384) - (23,961}
Empairment - - 42,815 - - - - - - - 42815
Write off - - - - (31,319} - - - - - {51,319
Transfer to assels held
for sale (Naote 13) - - - - - {84,208) - - (13,332) . {93,540)
Balance at 31 Dec 2015 70,649 11,101 £35,308 4,206 66,993 10,232 8,043 16,228 263,693 - 1,226,453
Balance at 1 Jan 2016 70,649 11,100 635,308 4,206 66,993 210,232 8,043 16228 203,693 - 1,226,453
Charge for the year 7.89¢ 291 54,822 600 6,848 65,532 721 T3 29,631 - 166,434
Eliminated on disposats - - (6.547) - - - . . (464) - (7011
Transfer to assets held
for sale (Mote 13) - - - - - {108,032) {8,040) - {6,843} - (122,915)
Bolance at 31 PBec 2016 78,543 11,392 683,583 4,806 73,841 167,732 T4 §e03 226,087 - 1,262,961
Carrying amount
At 31 Dec 2015 140,073 973 1,281,666 12,811 93,004 759,517 12,547 216 101,068 465916 2865193
At 31 Dec 2016 132,181 1,692 1342373 14214 86,156 1,235,741 12,828 14 97,566 §9,900 2,908,794
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Property and equipment (continued)

As at 31 December 1992, certain helicopters and major rotables were fully depreciated.
Consequently, during 1993, management revalued helicopters and major rotables to market value
on the basis of industry quotations. The helicopter revaluations were based on the "Official
Helicopter Blue Book" and a valuation report prepared by Nash Helicopter Associates Limited.
The major rotables revaluations were based on original cost and valuations performed by
Canadian Gas Turbines. The carrying value and accumulated depreciation were adjusted to
reflect this revaluation. As at 31 December 2016, the net carrying value of the revalued
helicopters and major rotables are AED 20.5 million (2015: AED 20.5 million).

In 2011, the Group entered into a finance lease arrangement which resulted in the recognition of
a residential complex at the present value of the related minimum lease payments amounting to
AED 127 million (Note 20}.

During 2015 the Group carried out a review of the recoverable amount of certain helicopters. The
review led to the recognition of an impairment loss of AED 42.8 million, which had been
recognised in profit or loss. The Group also estimated the fair value less costs to sell of the
aircrafi, which was based on the recent market prices of similar assets. The fait value less costs
to sefl was higher than the value in use and hence the recoverable amount of the relevant asset
had been determined on the basis of its fair market value less estimated costs to sell.

In the current year the Group has reclassified certain commercial aircraft and related components
to assets classified as held for sale with a net carrying amount of AED 39.4 million.

Certain property and equipment with a carrying amount of AED 1,446 million (2015: AED 744
million) are mortgaged in the name of the lending banks.

Capital work in progress mainly pertains to the construction of the training centre and payments
made for the purchase of a simulator.

During the current year the Group has received a helicopter (AW 109) from the Government as
a grant.

Property and equipment is operated from the Group's base in the UAE.
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Investment properties

Investment properties represent investment in a property of Royal Jet L.L.C. located in Khalifa
City, Abu Dhabi and a property of the Company located in London, United Kingdom. Property
in London is registered in the name of Herbal Hill Gardens Limited, a company incorporated in
Gibraltar for the purpose of owning the investment property and wholly owned by the Group.

2016 2015

AED’600 AED000
Balance at 1 January 181,949 178,590
Increase in fair value - Khalifa City property - 2,700
Increase in fair value — London property 3,232 7,072
Net foreign currency exchange difference {23,920) (6,422)
Balance at 31 December 161,252 181,940

The fair value of the investment properties is arrived at on the basis of valuations carried out by
independent valuers not connected with the Group. The valuers are members of a professional
valuers' association, with appropriate qualifications and recent experience in the valuation of
properties at the relevant locations.

The fair value was derived using the market comparable approach based on recent market prices
without any significant adjustments being made to the market observable data. As at
31 December 2016, all of the Group's investment properties were grouped in Level 2.

Investments

The Group’s investments at the end of the reporting date are detailed below:

2016 2015
AED’060 AED000
Financial assets at fair value through other

Comprehensive income - 15,893
Balance at 1 January 15,893 72,888
Purchase of investments - 18,241
Disposal of investments (15,847) {75,089
Decrease in fair value / loss on sale {46) (147

Balance at 31 December - 15,893

The Group’s investments in securities represent UAE listed securities

Managed funds - 15,893
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Investment in joint ventures

The Group has a 70% equity shareholding with equal voting power in AgustaWestland Aviation
Services L.L.C. (AWAS), a joint venture established in the Emirate of Abu Dhabi, UAE as a
limited liability company. AWAS is engaged to undertake repairs, overhaul, customisation,
madification and upgrading of helicopters; and sale of helicopter spare parts and accessories.

During the period the Group has set up a joint venture, ADA Millennium Consulting L.L.C., in
the Emirate of Abu Dhabi, UAE as a limited liability company. The Group has invested
AED 0.07 million (2015: AED nil} in the joint venture and owns 51% shareholding and the
remaining 49% shareholding is held by JCBA Limited. ADA Millennium Consulting L.L.C.
provides advisory and implementation consultancy services to aviation, manufacturing,
hospitality, oil and gas and private equity sectors.

The following table summarises the financial information of the joint ventures and also
reconciles the summarised financial information to the carrying amount of the Group’s interest
in the joint ventures.

2016 2015

AED’000 AEDG00

Total assets 99,482 97,580
Total liabilities (41,311) {40,484)

Net assets 58,171 57,096

Revenue 13,417 63,417

Profit for the year 1,746 1,873

Reconciliation of the above summarised financial information to the carrying amount of the
interest in the joint venture recognised in the consolidated financial statements:

2016 2015

AED*000 AED000

Net assets 58,171 57,096
Carrying amount of interest in joint venture 41,015 39,967
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9 Trade receivables

Trade receivables
Due from related parties (Note 10)

Less: Allowance for impairment losses recognised

2816
AED’000

564,729
43,676

608,405

(101,203)

507,202

2015
AED’000

646,308
15,508

661,816

(67,114)

594,702

The movement in allowance for impairment losses recognised on trade receivables is as follows:

Balance at 1 January
Charge for the year
Write off

Recovery

Balance at 31 December

2016
AED’009

67,114

38,147

(3,193)
(865)

' 101,203

2015
AED’000

19,688

57,067
2373

(9,404)

67,114

The average credit period on services is 30 days. No interest is charged on trade and other
receivables. During the year, additional specific allowances for impairment losses were identified
for customer receivables based on future cash flows estimated at the end of reporting period.
Trade receivable balances past due are provided for based on estimated irrecoverable amounts

determined by reference to past default experience.

Included in the Group's trade receivables and related party balances are past due debtors with a
carrying amount after allowance for impairment losses of AED 392.3 million (2015: AED 439.1
million) mostly due from Government related entities. The Group has not made a provision for
the remaining balance as there has not been a significant change in credit quality and management

believes that the amounts are recoverable.

Ageing of trade receivables and due from related parties

Not past due

Due for 31 to 90 days

Due for 91 to 180 days

Due for more than 180 days

37

2016
AED’000

114,930
145,527
120,081
227,867

608,405

2015
AEDG00

155,568
218,729

98,506
189,013
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Related parties

The Group, in the ordinary course of business, enters into transactions, at agreed terms and
conditions, with "related parties" as defined in JAS 24 Related Party Disclosures. Related parties
comprise of the Group's shareholders, directors, senior management and businesses controlled
by them and their families or over which they exercise significant management influence as well
as key management personnel.

The Group's significant related party services provided transactions and balances are as follows:

Transactions and balances with related parties through Royal Jet L.L.C.

2016 2015

AED006 AED000

Services provided 113,632 119,467
Amounts due from related parties 10,946 9,540
Amounts due to related parties 13,751 30,262

Transactions and balances with related parties through Maximus Air L.L.C.

2016 2015

AED’000 AED’000

Services provided ' 7,897 -
Amounts due from related parties 7,897 -

Transactions and balances with related parties through the Company

2016 2015

AED’G00 AED000

Services provided 93,661 116,761

Amounts due from related parties 24,833 5,968

Amounts due to related parties 6,905 13,529
Total transactions and balances with related parties

2016 2015

AED000 AED’000

Services provided 215,190 236,228

Amounts due from related parties (Note 9) 43,676 15,508

Amounts due to related parties 20,656 43,791
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10 Related parties (continued)
(a) Finance lease Hability

The finance lease between the Group and a related party was entered into for the purpose of
financing 70% of the cost of a commercial aircraft for a period of 15 years from the date of

delivery of the aircraft.
2016 2013
AED000 AED’000
Due to a related party
Finance lease liability (Note 20)
Presidential Flight Authority 11,582 17,371
Less: non-current portion of finance lease liability 5,429 (11,582)
Due to a related party — current portion (Note 23) 6,153 5,789
(b) Transactions with related parties
Transactions with related parties during the year were as follows:
2016 2013
AED’000 AED000
Finance cost on finance lease of aircraﬁ . 285 ‘843
Key management compensation
Salaries and other short-term employee benefits 17,070 14,338
Directors' fees (Note 25) 8,840 6,984
Provision for employees’ end of service benefits 1,007 760
11 Prepayments and other current assets
2016 2015
AED’000 AED’000
Prepayments 8,353 11,572
Deposits and advances 73,324 69,954
Other receivables and accrued income 159,650 62,493
240,727 144,019
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Cash and deposits with banks

Cash and cash equivalents included in the consolidated statement of cash flows comprise
the following consolidated statement of financial position amounts:

2016 2015

AED’ 000 AED’000

Cash on hand 3,032 1,682

Bank current accounts 173,676 283,432

Deposits 240,875 71,905
Cash and deposits with banks in the consolidated

statement of financial position 417,583 357,019

Less: margin deposit {1,086) {986)

Less: bank overdrafts used for cash management purposes (53,994) -

Less: deposits with maturities over three months (240,875) -
Cash and cash equivalents in the consolidated

statement of cash flows 121,628 356,033

Bank balances and cash include an amount of AED 11 million (2015: AED 9.1 million) held in
foreign banks abroad and the remaining balance is held within the UAE.

AsSets held for sale

As at 31 December 2016, management is committed to sell four aircraft and these aircrafi have
been accordingly presented as held for sale. These transactions are expected to be finalised in the
next twelve months.

During 2015 management had classified an aircraft with a net carrying value of AED 89 million
as held for sale and impairment amounting to AED 11.4 million was recognised on the
reclassification of the aircraft and the remaining net realisable value of AED 77.6 million was
presented as assets held for sale as at 31 December 2015. During 2016 a further impairment of
AED 13.8 million has been recognised against this aircraft.

During 2016 management has classified three additional aircraft with a net carrying value of
AED 39 .4 million as held for sale and an impairment of AED 9.1 million was recognised on the
reclassification of the aircraft and the remaining net realisable vatue of AED 30.3 million is
presented as assets held for sale as at 31 December 2016.

Share capital

The share capital structure is as follows:

2016 2015
AED’000 AED000

1ssued and fully paid:
444,787,000 shares of AED 1 each 444,787 444,787
(2015: 444,787,000 shares of AED 1 each)
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15 Reserves

Balance at | fan 2015

Foreign currcncy iransiation diffaences

Loss arising on Fair vaive of
imvesiments at FVTOC

Transier to legal neserve

Transfer to maintenance and foet
Teplacemient mserve

Feansfer to insurance neserve

Balance at 31 Dec 1015

Balance at 1 Jan 1016

Forgigt cormeney tronslation differsnces

Loss arising on fiir value of
invesiments at FYTOC!

Transfee 1o Jepal reserve

Transfer to maintenanse and fleet
repkacement ressTve

Trensfer of reserve 1o retained caming

Baiance at 31 Dec 2016

Fleet
Reval Tranglpgi e, t  Tnsarance
resecve reserve resteve reserve  Legak resorve
AED'900 AEDR"000 AED'GOD  AED'®0 AED'8
28.21% {3.4348) B40,686 397,769 243214
. (6422 - - -
- - - 9,189
. - 52,000 . .
. N - 20,000 -
28,219 0356 692686 417,763 22394
2820w (9,856} 692 686 411,769 222 394
- {23,520} - - -
- - 0,000 - .
28,219 (33,775) TIRERS 411,768 21204
- e

Ynvestment
revatuation
reserve
AED'000

(237)

{47y

General
reserve
AED080

102,586

102,386

102,586

41

Other
reserves
AED'0DS

Total

AED006

1,434,163
{6,422)

(147)
21937

352000
20,000

1521531

1,521,531
(239200

{36)
15,386

80,000
430

1,593381
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®)

(c)

(d)

(e)

®

Reserves (continued)
Revaluation reserve

As at T January 1993, on the basis of industry quotations, the Group revalued part of its fleet of
helicopters and major rotables (Note 5). A similar revaluation was performed on 1 January 1988.
The revaluation reserve represents the surplus over net book value arising from the revaluations.

Translation reserve

The translation reserve consists of exchange differences arising on the translation of non-
monetary assets and liabilities denominated in foreign currencies.

Fleet replacement reserve

The fleet replacement reserve consists of amounts appropriated from profits, which in the opinion
of the Board of Directors are required to ensure that sufficient reserves exist to replace the
existing fleet of helicopters when necessary.

Insurance reserve

The insurance reserve consists of amounts appropriated from profits, which in the opinion of the
Board of Directors are required to enable the Group to provide for a portion of the insurance
cover in respect of its helicopter fleet and fixed wing aircraft.

Legal reserve

The Articles of Association of the Company require 10% of the annual profit to be transferred to
a legal reserve until such reserve amounts to 50% of the share capital of the Company. In
addition, the subsidiaries are required in accordance with the UAE Federal Law No. (2) of 2015
concerning Commercial Companies and the subsidiaries’ Articles of Association, to transfer
10% of the subsidiaries’ profit to an undistributable statutory reserve, until such reserve equals
50% of paid up capital of the subsidiaries. This reserve is not available for distribution. The
Group's legal reserve represents the Company's legal reserve computed on the basis disclosed
above in addition to the Group's share of legal reserve of subsidiaries. The Company has not
made any transfers to the legal reserve since the reserve is now equal to 50% of the paid up
capital of the Company.

The statutory reserves of the subsidiaries have been transferred to the restricted reserve as these
amounts are not available for distribution.

Investment revaluation reserve

Investment revaluation reserve represents gains and losses arising from changes in fair value of
FVTOCI investments. This reserve has been reclassified to retained earnings upon disposal of
the investments.

General reserve

Transfers to and from the general reserve are made in accordance with the decision of the Board
of Directors and approved by the shareholders.
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16 Pividend

The Board of Directors in its meeting held on 13 February 2017 proposed cash dividend of
AED 0.17 per ordinary share (17% of par value) amounting to AED 75.6 million (2015: AED
0.17 per ordinary share, 17% of par vaiue and amounting to AED 75.6 million). The Board of
Directors will request approval of the shareholders of the cash dividends at the annual general
assembly meeting to be held in 2017.

17  Non-controlling interests

2016 2015

AEP600 AED’000

Balance at 1 January 206,802 213,597

Share of profit for the year 21,789 10,242
Purchase of shares from NCI - (17,037)

Balance at 31 December 228,591 206,802

18  Provision for employees’ end of service benefits

The movement in provision for employees' end of service benefits is as follows:

2016 2015
AED’ 600 AED’000
Balance at 1 January " " 136,595 120,978
Charge for the year 22,008 21,904
Payments made during the year (24,769) (6,287)
Balance at 31 December 133,831 136,595
19 Term loans
2016 2015
AED’008 AED’000
Current portion of term loans 145,979 197,261
Non-current portion of term loans 815,008 807,418
Total term loans 960,987 1,004,679
The movement in term loans is as follows:
2016 2015
AED*Q00 AED’000
Balance at | January 1,004,679 813,889
Drawdown during the year 95,603 239,730
Repayments during the year (139,295) {48,940)
Balance at 31 December 966,987 1,004,679
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Term loans (continued)

AED L3 billion term loan

In 2007, a loan facility was obtained by the Group from a local bank for AED 1.3 billion to
finance the acquisition of new aircraft and related assets. There was no additional drawdown
during 2016. The facility is secured by a negative pledge by the mortgage over the aircraft. In
2013, the Group agreed with the local bank on amendments of term of the loan agreement.
Interest rate on the loan was amended to 3 months EIBOR plus 1.75% per annum and loan shall
be repaid in 12 semi-annual installments (principal and interest) of AED 51.3 million effective
30 Jupe 2013. The final repayment date shall be 31 December 2018. During 2014, the Group
agreed with the local bank to further amend the interest rate on the loan to 3 months EIBOR plus
1.5%. Also, during 2014, the Group had deferred the second semi-annual installment payment
amounting to AED 51.3 million,

During 2015, the Group agreed with the local bank on another amendment of the term loan
agreement. Effective 29 January 2015, the term loan shall be repaid in 7 semi -annual
installments (principal and interest) of AED 51.3 million starting on 31 December 2015. As at
31 December 2016, the outstanding balance of the term loan amounted to AED 281.9 million
(2015: AED 375.9 million).

AED 129.3 million term loan of Royal Jet LLC

This term loan from a local bank for AED 129.3 million (USD 35.2 million) was obtained to
finance the acquisition of an aircraft. Repayment is scheduled over a period of 10 years starting
July 2007 by equal monthly instailments. The interest is calculated by reference to one month

- LIBOR plus 75 basts points per annum. As at 31 December 2016, the outstandmg balance of the
‘term loan amounted to AED 6.5 million (20/5: AED 19.4 million).

AED 20.6 million term loan of Royal Jet LLC

A term loan from a local bank was obtained for AED 20.6 million (USD 5.6 million) to finance
the acquisition of a commercial aircraft. The loan is repayable in 32 equal quarterly installments.
The interest is calculated by reference to three month LIBOR plus 1.4% per annum. As at
31 December 2016, the outstanding balance of the term loan amounted to AED 14.9 million
(2015: AED 174 million).

AED 297.7 million term loans of Royal Jet LLC

Two term loans from a local bank for AED 297.7 million (USD 81 million) were obtained to
finance the acquisition of two commercial aircraft, The loans are repayable in 40 equal quarterly
installments. The interest is calculated by reference to three month LIBOR plus 1.75% per
annum. As at 31 December 2016, the outstanding balance of the term loan amounted to
AED 234.4 million (2015: AED 264.1 million).

AED 429.2 million term loan of Royal Jet LLC

A term loan from a Jocal bank for AED 429.2 million (USD 116.8 million) was obtained to
finance the acquisition of commercial aircraft. The loan is repayable in 40 equal quarterly
installments. The first principal repayment will start from 6 months from the date of delivery of
aircrafi(s) or 30 June 2017 whichever is earlier. The interest is calculated by reference to three
month LIBOR plus 1.3% per annum.

As at 31 December 2016, the outstanding balance of the ferm loan amounted to AED 423.3
million (2015: AED 327.7 million).
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20 Finance lease liabilities

Alircraft finance lease (Note 10)
Residential complex finance lease

Total finance lease liabilities
Less: Non-current portion of finance lease liabilities

Current portion of finance lease liabilities

Included in the consolidated statement of financial
position as:

Current portion of finance lease liabilities
Due to related parties (Note 23)

Non-current portion of finance lease liabilities
Due to a related party (Note 10)

2016 2015
AED’000 AED000
11,582 17,371
117,332 118,293
128,914 135,664
(121,698) (128,914)
7,216 6,750
1,063 961
6,153 5,789
7,216 6,750
116,269 117,332
5,429 11,582

121,698

Interest rate on the aircrafi finance lease is 6 months LIBOR plus (.75%.

Amounts payable under finance leases:

128,914

Future Present value

minimum lease of minimum

payments Interest lease payments

2016 2015 2016 2015 2016 2015

AED600  AEDG00 AED000 AED000 AED (00 AEDG0O

Less than one year 16,648 16,325 9,432 9,573 7,216 6,750
Between one and five years 46,508 52,906 35914 36,560 10,594 16,346
More than five years 214,750 225,000 103,646 112,433 111,194 112,567
277,906 294,231 148,992 158,568 128,914 135,663
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Deferred income

2016 2015
AED000 AED’000
Balance at 1 January 495,543 547,155
Grant received during the year 6,256 -
Amortisation of deferred income (52,300) (51,612)
Balance at 31 December 449,499 495,543
Included in the consolidated statement of financial
position as:
Current portion of deferred income 52,297 -
Non-current portion of deferred income 397,202 495,543
Total deferred income 449,499 495,543

During 2014, the Presidential Flight Authority, a related party, transferred 5 commercial aircraft
to the Group pursuant to a grant effective from 1 January 2014. The deferred income relating to
the aircraft is recognised at the nominal value of the asset amounting to AED 489.1 million,
Previously, these commercial aircraft were under operating lease.

During 2016 the Group received a helicopter (AW 109) from the Government of Abu Dhabi as
a grant,

During 2016 deferred income of AED 52.3 million was recognised to profit or loss to match the
costs for which they are intended to compensate on a systematic basis.

Other non-current liability

In 2011, the Company entered into a Heads of Agreement (HOA) with Aerospace Holding
Company L.L.C. (AHC) to establish a joint arrangement for the provision of advanced synthetic
pilot training. During 2011, AHC's related party, International Flight Academy (Horizon) L.L.C.
entered into an agreement with CAE Inc. (the "Supplier") for the purchase of simulators ("the
Purchase Agreement”) to be used for the establishment of the joint venture between the Company
and AHC (the "Project”). On 21 November 2013, the Company entered into an Amendment and
Novation Agreement with the Supplier and International Flight Academy (Horizon) L.L.C. to
release and discharge International Flight Academy (Horizon) L.L.C. from the Purchase
Agreement and include the Company as the new party to the Purchase Agreement.

On 30 December 2013, the Company entered into an agreement with International Flight
Academy (Horizon) L.L.C. for the settlement of amounts relating to the transfer of the Project to
the Company (the "Settlement Agreement"). The Settlement Agreement required that the
Company pay AED 16.9 million to International Flight Academy (Horizon) L.L.C. by 1 January
2015 and AED 16.9 million by 1 January 2016, During 2015 payment amounting to AED 16.9
million had been made and the balance is classified as a current lability.
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2016 2015

AED*000 AED’000

Trade payables 78,829 58,216
Due to related parties (Note 10) 15,227 32,209
94,056 90,428

The average credit period for purchases of goods and services is 30 days. The Group has risk
management policies in place to ensure that all payables are paid within the credit period.
Amounts due to related parties include AED 6.2 million (20/5: AED 5.8 million) pertaining to
Royal Jet L.L.C.'s finance lease liabilities.

24  Direct operating costs

2016 2015
AED’009 AED’000
Operating and maintenance costs 659,709 930,176
Staff costs 388,779 386,336
Depreciation 151,954 196,718
Other expenses 118,466 115,099
1,318,908 1,628,329

25 General and administrative expenses
2016 2015
AED’060 AED’000
Staff costs 117,679 127,139
Depreciation 14,480 16,014
Licensing and professional fees 9,118 8,713
Impairment losses recognised on trade receivables 38,147 57,067
Directors’ fee (Note 10) 8,840 6,984
Others 41,396 55,580
229,660 271,497

26  Basic and diluted earnings per share

Earnings per share amounts are calculated by dividing the profit attributable to shareholders
of the Company by the weighted average number of shares outstanding during the year. The
following reflects the income and share data used in the earnings per share computations:

2016 2015

AED’060 AED’000

Profit attributable to owners of the Company 258,601 267,105
Weighted average number of shares in issue 444,787 444,787
Earnings per share (AED) 0.58 0.60
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Basic and diluted earnings per share (continued)

The Group does not have potentially dilutive shares and accordingly, diluted earnings per share
is equal to basic earnings per share.

Granted plots of land

Future economic benefits established
In prior years, the Abu Dhabi Government had granted the Company two plots of land located
in Khalifa City, Abu Dhabi.

The granted plots of land located in Khalifa City, Abu Dhabi had been identified and will be used
for the purpose of construction of a training center and accordingly, has been recorded as property
and equipment at nominal value at AED 1.

Financial instruments — Risk management and fair values

Capital risk management

The Group manages its capital to ensure that it will be able to continue as a going concern while
maximising the return to shareholders through the optimisation of the debt and equity balances.
The Group's overall strategy remains unchanged from 2013. The capital structure of the Group
consists of debt, which includes the ferm loans, cash and bank balances and equity comprising
share capital, reserves and retained earnings.

The gearing ratio, determined as net debt to equity, at the year-end was as follows:

2016 2015

AED’000 AED’000

Debt (i) 960,987 1,004,679
Cash and cash equivalents (Note 12) (362,503) (356,033)

Net debt 598,484 648,646

Equity (ii) 2,567,466 2,408,445

Net debt to equity ratio 23% 27%

(i) Debt is defined as long and short term loans (Note 19).
(ii) Equity inciudes all capital and reserves of the eguity owners of the Company.

Financial risk management
The Group has exposure to the following risks arising from financial instruments:
. Credit risk

. Liquidity risk
. Market risk
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Financial instruments — Risk management and fair values (continued)
Financial risk management (continued)
Risk management framework

The Company’s Board of Directors has overall responsibility for the establishment and oversight
of the Group’s risk management framework. The Board of Directors has established the Risk
Management Committee, which is responsible for developing and monitoring the Group’s risk
management policies. The committee reports regularly to the Board of Directors on its activities.

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

The Group Audit Committee oversees how management monitors compliance with the Group’s
risk management policies and procedures, and reviews the adequacy of the risk management
framework in relation to the risks faced by the Group. The Group Audit Committee is assisted in
its oversight role by Internal Audit. Internal Audit undertakes both regular and ad hoc reviews of
risk management conftrols and procedures, the results of which are reported to the Audit
Commitiee.

Credit risk

Credit risk is the risk of financial loss to the Group if a customer or counterparty to a financial
instrument fails to meet its contractual obligations, and arises principally from the Group’s trade
receivables and bank balances.

The Group has adopted a policy of only dealing with creditworthy counterparties, however
significant revenue is generated by dealing with entities related to oil operating companies and
government related entities in the UAE, for whom the credit risk is assessed to be low. The Group
attempts to control credit risk by monitoring credit exposures, limiting transactions with specific
non-related counterparties, and continually assessing the creditworthiness of such non-related
counterparties. Balances with banks are assessed to have low credit risk of default since these
banks are highly regulated by the Central Bank.

Concentration of credit risk arises when a number of counterparties are engaged in similar
business activities, or activities in the same geographic region, or have similar economic features
that would cause their ability to meet contractual obligations to be similarly affected by changes
in economic, political or other conditions. Concentration of credit risk indicates the relative
sensitivity of the Group's performance to developments affecting a particular industry or
geographic location. Trade receivables from oil operating companies and government related
entities in the UAE is AED 48.03 million (2015: AED 46.8 million) and AED 373.2 million
(2015: AED 491.5 million) which represents 7.9% (2015: 7.1%) and 61.3% (2015 74.3%)
respectively of the total trade receivables at the end of reporting period. Included in the trade
receivables balance at the end of the year is an amount of AED 43.68 million (2015: AED 15.5
million) due from related parties.
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Financial instruments — Risk management and fair values (continued)
Financial risk management (continued)
Credit risk (continued)

As at 31 December 2016, maximum exposure 1o credit risk was as follows:

2016 2015

AED’060 AED 000

Trade receivables 507,262 594,702
Cash and cash equivalents 414,551 355,337
921,753 950,039

Liguidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations
associated with its financial liabilities that are settled by delivering cash or another financial
asset. The Group’s approach to managing liquidity is to ensure, as far as possible, that it wil}
have sufficient liquidity to meet its Habilities when they are due, under both normal and stressed
conditions, without incurring unacceptable losses or risking damage to the Group’s
reputation. The Group limits its liquidity risk by ensuring adequate cash from operations and bank
facilities are available.

The table below summarises the maturity profile of the Group's financial instruments. The
contractual maturities of the financial instruments have been determined on the basis of the
remaining period at the end of reporting period to the contractual maturity date. The maturity
profile is monitored by management to ensure adequate liquidity is maintained. The maturity
profile of the liabilities at the end of reporting period based on contractual repayment
arrangements was as follows:

Effective
Interest Lessthan 3 monthsto 1 yearto After
rate Total 3 months 1 year 5 years 5 years
AED'060 AED’000 AED0G00 AED000 AED'000
2016
Non-interest bearing
instruments 333,515 333,515 - - -
Variable interest Note 19

rate instruments and 20 1,326,740 32,952 180,695 574,446 538,647

1,660,255 366,467 180,695 574,446 538,647

2015
Non-interest bearing

instruments 282,730 282,730 - - -
Variable interest Note 19

rate instruments and 20 1,342,410 21,113 151,042 645,557 524,698

1,625,140 303,843 151,042 645,557 524,698
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Financial instruments — Risk management and fair values (continued)
Financial risk management (continued)
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 Group’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
The Group does not have significant exposure to currency risk as most of its assets are
denominated in UAE Dirhams or in US Dollars, the former being pegged to the US Dollar.

Equity price risk

The Group is exposed to equity price risks arising from equity investments. The Group monitors
the risk of change in equity prices by sensitivity analysis taking 15% change due to the volatile
nature of the market in which the securities are listed.

The sensitivity analyses below have been determined based on the exposure to equity price risks
at the reporting date.

- If equity prices had been 15% higher/lower, the Group's other comprehensive income would
" increase/decrease as follows:

2016 2015
AED’000 AED’000

FVTOC! Investments - 2,384

Interest rate risk

Interest rate risk primarily arises from the possibility that changes in interest rates will affect the
net finance cost of the Group. The Group is exposed to fair value interest rate risk on bank
borrowings at variable interest rates,

If interest rates had been 50 basis points higher/lower throughout the year and all other variables
were held constant, the Group's net profit and equity for the year ended 31 December 2016 would
decreasefincrease by approximately AED 4.8 million (2015: AED 5.1 million).

The Group's sensitivity to interest rates has increased in line with the increase in interest bearing
debt instruments.
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Financial instruments — Risk management and fair values (continued)

Fair value of financial instruments

Fair value of the Group's financial instruments that are measured al fair value on a recurring
basis

Management provides an analysis of financial instruments that are measured subsequent to initial

recognition at fair value into Levels 1 to 3 based on the degree to which fair value is observable.

As at 31 December 2016, all of the Group's financial assets that are stated at fair value are
grouped in Level 1.

There were no transfers between Level 1 and 2 during the year.

31 December 2016 31 December 2015
Carrying Fair Carrying Fair
amounts Value amounts value

AED000  AED’0060 AED000 AED’000
Assets carried at fair value
Financial assets at fair value
through other comprehensive
income (FVTOCI) - - 15,893 15,893

Fair value of the Group's financial instruments that are not measured at fair value but fair value
disclosures are required

Except as detailed in the following table, the Management considers that the carrying amounts
of financial assets and liabilities recognised in the consolidated financial statements approximate
their fair values.

31 December 2016 31 December 2015
Carrying Fair Carrying Fair
amounts Value amounts value
AED'006 AED060 AED000 AED’000

Liabilities carried at amortised cost
Term loans 960,987 1,006,938 1,004,679 1,052,719
Finance lease liabilities 128,914 131,131 135,664 137,997

As at 31 December 2016, all of the Group's financial liabilities fair value disclosure above are
grouped under Level 3 and have been determined in accordance with generally accepted pricing
models based on a discounted cash flow analysis, with most significant inputs being the discount
rate that reflects the credit risk of counterparties.
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Contingent liabilities

As at 31 December 2016, the Group had outstanding contingent liabilities in respect of letters of
guarantee amounting to AED 137.4 million (2015: AED 140 million).

Commitments

Capital commitments
As at 31 December 2016, the Group had estimated commitments for the acquisition of property
and equipment of AED 59.2 million (2015: AED 108.4 million).

Operating commitments
The Group is committed to pay annual maintenance fees of AED 750,000 over the lease term of
the related residential complex which is included as part of due in less than one year.

2016 2015

AED000 AED’000

Due in fess than one year 2,276 750
Later than one but not later than five years 3,000 3,000
Later than five years 14,250 15,000
19,526 18,750

Segment information

Information regarding the Group's operating segments is set out below in accordance with
IFRS 8 Operating Segments. IFRS 8 requires operating segments to be identified on the basis of
internal reports about components of the Group that are regularly reviewed by the chief operating
decision maker in order to allocate resources to the segment and to assess its performance.

For operating purposes, the Group is organised into four major business segments:

Helicopter and Fixed Wing Operations, which provides charter flights and third party
maintenance;

Commercial Aircraft Operations, which provides commercial air transportation and aircraft
management;

Air Cargo, which provides air cargo services to local and international customers using its fleet
of aircrafts and chartered aircraft; and

Investments, which involves the management of the Group's investment portfolio.

These segments are the basis on which the Group reports its primary segment information.

Transactions between segments are conducted at rates determined by management taking into
consideration the cost of funds.
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Information regarding these segments for the year ended 31 December is presented below:

Helicopter and  Commercial
fixed wing aircraft Air
operations operations cargo  Investments Eliminations Group
AED000 AED000 AED’000 AED’000 AED000  AED'000

zkgtf:nue 791,732 497,418 523,343 - (7,257 1,805,236
Profit for the year 122,932 43,578 110,338 3,542 - 280,399
2013

Revenue 888,405 460,922 835,842 - (3.557y 2,181,612
Profit for the year 146,271 20,484 106,355 4,237 - 277,347

The segment assets and liabilities at 31 December were as follows:

f\(:igts 3,009,06% 1,587,182 609,769 161,252 (564,469) 4,802,803
Liabilities 861,779 1,171,946 53,136 - (20,115) 2,006,746
2015 : .

Assets : 2,999,393 1,524,995 510,106 197,833 (561,871} 4,670,458
Liabilities 839,734 1,153,337 79,046 - (16,906) 2,055,211

The Group operates primarily from its base in the United Arab Emirates and accordingly no
further geographical analysis of revenues, profit, fair value gains, assets and liabilities is given.

32  Comparative figures

Certain comparative amounts have been reclassified to conform to the current year’s
presentation.

33  Approval of consolidated financial statements

The consolidated financial statements were approved by management and authorised for issue
by the Board of Directors on 13 February 2017.
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