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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES

Report on the audit of the consolidated financial statements
Opinion

We have audited the consolidated financial statements of Emaar Malls PJSC (the “Company”) and its
subsidiaries (the “Group”), which comprise the consolidated statement of financial position as at 31
December 2017, and the consolidated income statement, consolidated statement of other
comprehensive income, consolidated statement of cash flows and consolidated statement of changes
in equity for the year then ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

Basis for opinion

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

Key audit matters

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

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our assessment
of the risks of material misstatement of the consolidated financial statements. The results of our audit
procedures, including the procedures performed to address the matters below, provide the basis for
our audit opinion on the accompanying consolidated financial statements.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
(i) Accounting for lease rental income

Lease rental income amounted to AED 3,323 million for the year ended 31 December 2017. Generally,
lease revenue is recognised net of discount, in accordance with the terms of lease contracts over the
lease term on a straight line basis, using a standard IT system implemented in late 2015. There are few
lease arrangements where revenue recognition is not subject to straight line basis accounting due to
the nature of the lease arrangements and performance of the lessee. There is an inherent risk around
the accuracy of the revenue recorded given the complexity of the IT system and impact of the lease
agreements terms to the revenue recognition.

Within lease rental income, there are also specific arrangements related to (i) rent income computed
by reference to lessee turnover and (ii) tenant incentives and guaranteed rent increases which warrant
additional audit focus as they involve high level of management estimates and judgments and hence
have an increased inherent risk of error due to the non-standard nature of such transactions.

Our audit procedures included considering the appropriateness of the Group's revenue recognition
accounting policies and assessing compliance with the policies in terms of international financial
reporting standards.

We performed test of controls, assisted by our IT specialists, over revenue recognition with specific
focus on whether lease income is recorded over the lease term on a straight line basis or other
applicable basis as per the terms of the lease contract. We performed tests of details, on a sample basis,
to review the lease contracts entered into with the customers to assess whether lease income recorded
is as per the contract terms and also to identify any non-standard lease clauses and to assess the
appropriateness of the rental income accounting. We assessed the completeness of lease rental income
recorded during the year through matching the data used in the revenue recognition to the approved
lease agreements with the customers. We also performed detailed substantive analytical procedures of
lease rental income and the timing of its recognition.

With regards to rent income calculated from lessee turnover, we performed test of controls and
matched the working to the reports received from lessees, and where no reports were available, we
tested management estimates. For tenant incentives and guaranteed rent increases, we matched them
to the lease agreements on a sample basis and tested management estimates.

Note 2.3 to the consolidated financial statements includes the accounting policy followed by the Group
for recognising lease rental income and Note 5 discloses the different categories of revenue recognised.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
(i) Valuation and impairment analysis of investment properties

The investment properties of AED 21,740 million represent a significant part (82%) of the total assets
of the Group and are accounted for at cost while their fair value is disclosed in the notes to the
consolidated financial statements amounting to AED 53,959 million as of 31 December 2017 (note
11). Valuation of investment propetties is significant to our audit due to its magnitude, complexity and
high dependency on a range of estimates (amongst others, rental values, rental growth rates, vacancy
rates, discount rates, operating costs, exit yield) made by an independent valuer engaged by the
management. The existence of significant estimation uncertainty, coupled with the fact that a small
percentage difference in individual property valuations, when aggregated, could result in a material
misstatement, warrants specific audit focus in this area.

The valuations were carried out by independent external appraiser engaged by the Group. We have
evaluated the objectivity, independence and expertise of the external appraisal firm. We tested the
accuracy of the input data provided by management to the external appraiser. We involved our internal
real estate valuation specialists to review the valuation reports for selected properties to assess whether
the valuation approach and methods used were in accordance with the established standards for
valuation of properties, and suitable for determining the fair value for the purposes of impairment
assessment and disclosure of the fair value in the consolidated financial statements. Our internal
specialists also assessed the assumptions used by management and external appraiser in the valuation
process.

Our work was focused on the largest properties in the portfolio and those where there may have been
an indicator of impairment. We also assessed the appropriateness of the disclosures relating to the
assumptions and sensitivity of such assumptions.

Notes 2.4 and 11 to the consolidated financial statements includes the disclosure of valuation methods
and key assumptions used in the valuation of the investment properties.

(iiij  Transactions with Emaar Properties PJSC

The Company has undertaken a number of transactions with Emaar Properties PJSC (the “Parent
Company”) in the normal course of business, mainly project costs for projects developed by the Parent
Company, selling, general and administrative expense recharges, lake and fountain recharges and other
operational recharges. There is a risk that such transactions could be used to manipulate results.

We evaluated the appropriateness of management's process for identifying and recording related party
transactions. We read the agreement between the Company and the Parent Company to understand the
contractual arrangement for such items. The agreement provides the basis of the allocation and
respective percentages of allocation for each type of corporate services offered to the Company.
Throughout the performance of our audit procedures, we remained alert for any related party
transactions outside the normal course of business. We utilised data analysis tools to interrogate the
entire data sets for potential related party transactions. We tested the debit notes received from the
Parent Company to understand the nature of the expenses and its relevance to the Company as per the
agreement. We also assessed the appropriateness of the disclosures regarding related parties.

Note 17 to the consolidated financial statements discloses the related parties transactions and balances.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

Report on the audit of the consolidated financial statements (continued)
Key audit matters (continued)
(iv)  Accounting for business acquisition

During the year ended 31 December 2017, the Group acquired a 51% equity stake in Namshi Holding
Limited (“Namshi”), resulting in the establishment of the Group’s control over Namshi. The
acquisition was completed for a consideration of AED 555 million, resulting in goodwill of AED 365
million.

An independent external valuation specialist was engaged by the Group to perform the purchase price
allocation exercise, fair valuation of acquired assets and liabilities, and identification and valuation of
the intangible assets of Namshi. We considered the audit of accounting for this acquisition to be a key
audit matter as this is a significant transaction during the year which requires significant judgement
regarding the allocation of the purchase price to the assets and liabilities acquired and adjustments
made to align accounting policies of the newly acquired entity with those of the Group. This exercise
also requires judgement to determine the fair value of the assets and liabilities acquired and to identify
intangible assets acquired in the acquisition and goodwill arising from the business combination.

We have obtained the purchase price allocation report prepared by management and the independent
valuers engaged by the Group. We, together with our internal valuation and business modeling
specialists, assessed the competence and capabilities of the valuers and objectivity of the valuers,
reviewed the reasonableness of management's valuation methodologies and assumptions, and assessed
the reasonableness of their conclusions regarding the key assumptions including forecast cash flows
focusing on revenues and earnings before interest, tax depreciation and amortisation (‘EBITDA’),
appropriateness of discount and growth rates and cross-checking valuation calculations against
comparable companies, whilst considering the risk of management bias. We assessed that the Group
applies a consistent and generally accepted valuation methodology for the valuation of the assets and
liabilities acquired. We also evaluated the timing and appropriateness of the accounting treatment and
the consideration of the acquisitions based on the contractual agreements. In addition, we have
reviewed the adequacy of the related disclosures included in the consolidated financial statements.

Notes 4 to the consolidated financial statements discloses of the business acquisition made during the
year relating to Namshi.

Other information

Management is responsible for the other information. Other information consists of the Directors’
Report, other than the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover 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 misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

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

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 IFRSs and in compliance with the applicable provisions of the
Company’s Atrticles of Association and the UAE Federal Law No. (2) of 20135, and for such internal
control as management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the
Group’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Group or to 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.
Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level 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 if, 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 ISAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

= Identify and assess the risks of material misstatement of the consolidated financial statements,
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 opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

= Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Group’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

Report on the audit of the consolidated financial statements (continued)
Auditor’s responsibilities for the audit of the consolidated financial statements (continued)

= 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 to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

= Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a 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 responsible 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, 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,
related safeguards.

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.
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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
EMAAR MALLS PJSC AND ITS SUBSIDIARIES (continued)

Report on other legal and regulatory requirements

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

D)

vi)

vii)

the Group has maintained proper books of account;
we have obtained all the information 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 and the Articles of
Association of the Company;

the financial information included in the Directors’ report is consistent with the books of account
of the Group;

investment in shares or stocks during the year ended 31 December 2017 is disclosed in note 8 to
the consolidated financial statements;

note 17 reflects material related party transactions and the terms under which they were
conducted;

based on the information that has been made available to us nothing has come to our attention
which causes us to believe that the Company has contravened during the financial year ended
31 December 2017 any of the applicable provisions of the UAE Federal Law No. (2) of 2015 or
of its Articles of Association which would materially affect its activities or its financial position
as at 31 December 2017; and

viii) note 9 reflects the social contributions made during the year.

Ernst & Young

/”‘\__. -

LA

Signed by:

Anthony O’Sullivan
Partner

Registration Number 687

22 March 2018

Dubai, United Arab Emirates
















































































































































