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CHAIRMAN’S REPORT
Dear Shareholders,

I have the great pleasure of sharing with you the highlights of ancther year of accomplishments for Dubai Refreshment
Company (‘DRC’).

The year 2018 was a year of dramatic change to our industry and our Company. The business environment for
carbonated soft drinks in the United Arab Emirates changed significantly starting quarter four 2017 with the
introduction of excise taxes on October 1, 2017, followed by the introduction of value added tax (VAT} on January 1,
2018.

When taken together these two taxes add up to over 60% of DRC net local revenue. Consequently, the Company was
forced to pass these taxes to the consumer, which in turn led to much higher consumer prices. This happened at 3
time when other sugary non-carbonated drinks were not subject to the excise tax and as such did not need to increase
their prices. The price increase on Company products combined with favourable tax advantages for non-carbonated
sugary drinks put DRC products at a significant competitive disadvantage which resulted in significant reduction in sales
and profit. The situation was especially difficult in the first few months after the excise tax implementation, however,
through a combination of sales improvement and cost reduction initiatives, the Company has been able to stabilise the
situation and return to reasonable profitability, and we ended the year significantly better than we expected back in
January of 2018,

The Company is now focusing on several initiatives to get back to growth and to continue to recover from the impact of
taxes:

- We have invested in our IT system and infrastructure.

- We have aggressively pursuit expansion in other drinks categories which are not subject to taxation. Both
Aquafina and Lipton are now produced in DRC and are growing at healthy rates and Gatorade is being
currently imported from Europe and expected to contribute significantly to the growing portfolio of the firm.
We are exploring further opportunities with our existing partners and new partners to expand our food and
beverage range and leverage the state of the art infrastructure we have.

- Last but not the least, we have laser sharp focus on our cost structure in order to ensure we manage this
transition period well.

The Board and Management of DRC understand the magnitude of the changes facing our industry. While over the
short to medium term this change will impact our revenues and profits, we believe that we have the plans to weather
the change and to come out even stronger and more diversified over the longer term.

Revenues

The year 2018 saw a decline in volumes and net revenues in both Local and Exports markets. DRC achieved total
revenues of AED 646 milllon {AED 596 million after IFRS adjustment), which represents a decline of 26% when
compared to 2017.

The decline in local business reflects the general slowdown in the market, but above all, it highlights the significant
negative impact from the application of Excise Tax in October 2017. The negative trend in exports this year stemmed
mainly from geopolitical headwinds faced by our region. Further decline was also due to a continuous downward
pressure on sales in the African markets resulting from continuous strength of the US Dollar against local currencies.
Some exports were also impacted by various new local reguiations as well as customs duties hikes in some key markets.

Despite the challenges faced in 2018 and the uncertain regional outlook for the coming year, DRC will focus on growing
its share of the local market and increasing its exports to GCC and African countries by pursuing new initiatives that
revive the carbonated soft drinks business and by expanding the product range with PepsiCo as well as other
companies that we have partnered with. -
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Profitability
Total Net Profits declined by 54% in 2018 to reach AED 42.3 Million or 6.5% of Net Revenues versus AED 91.7 Million or
10.5% of Net Revenues in 2017.

The drop in sales volume has been, to some extent, mitigated by savings in raw material prices and cost control
initiatives driven by management, which resulted in a significant reduction in operating expenses,

DRC has been able to maintain a solid level of operating profitability as measured by EBITDA, which amounted to AED
99.6 Million or 14.6% of net revenues in 2018 versus AED 157.4 Million or 17.3% of net revenues in 2017.
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Cash Flow:

fn 2018, DRC generated AED 53.9 million (8.3% of revenues) from operations, which reflects sound financial
management strategy. During the year, the company paid AED 63 million in dividends to shareholders and repaid loans
of AED 44.4 million related to the DIP project. Accounts recejvables increased by AED 26 million largely due to impact
of adding the tax to the selling prices to customers. DRC held AED 94.81 million as cash and cash equivalents at the end
of 2018.

We believe with the new factory being operational, many potential business opportunities will be availabie to DRC. The
management and the Board of Directors are committed to consider these opportunities as they arise and to take
advantage of the best available option.

Capital Profects

In order to support its growth strategy and to optimise cost, DRC invested in improving its sales and distribution
networks in year 2018. DRC has already completed the development of a new warehouse in Fujairah to improve its
distribution infrastructure in the North of the country. Also, the work on the extension of Sharjah Distribution
Warehouse that started in 2017 to further support the distribution network in Sharjah and north of Dubai has been
completed and an additional 15 distribution vehicies are now operating out of Sharjah. In addition, the company has
started construction in the third quarter of 2018 on a project to generate approximately 4 megawatt of power through
soiar energy by utilizing the rooftop of the new DIP factory. The project is expected to generate significant electricity
savings. This project is expected to be compieted by the end of quarter one 2019,

On behalf of the Board of Directors, | would like to express my gratitude and appreciation to ieaders of the UAE, His
highness Sheikh Khalifa Bin Zayed Al Nahyan, President of the UAE and Sheikh Mohammed Bin Rashid Al Maktoum,
Vice President, Prime Minister of the UAE and ruler of Dubai and their brothers and members of Federal National
Council for providing us with the business environment and infrastructure necessary to build a strong and prosperous
business. Their continuous support has been greatly valuable for our success.

Further, | would like to thank all the people who continue to provide their support and demonstrate their commitrment
and dedication towards achieving our objectives. Our employees, shareholders, customers, suppliers, and business
partners are all equally important to us in our efforts to seek a better future for all.

Thank you.
On behalf of the Board of Directors,

Mr. Ahmad BIn Eisa Alserkal
Chairman of Board of Directors
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
DUBAI REFRESHMENT (P.J.S.C.)

Report on the audit of the financial statements
Opinion

We have audited the financial statements of Dubai Refreshment (P.).S.C.} (the “Company™), which
comprise the statement of financial position as at 31 December 2018, and the statement of income,
statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and notes to the financial statements, including a summary of significant accounting
policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as at 31 December 2018 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 financial statements section of our report. We are independent of the Company 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 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 financial statements of the current period. These matters were addressed in the context of our
audit of the 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 responsibilitics described in the Auditor’s responsibilities for the audit of the 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 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 financial statements.

Revenue recognition

Revenue is a material and an important determinant of the Company's performance and profitability. This
gives rise to the inherent risk that revenue recognised is overstated in order to increase profitability. The
Company recognises revenue from sale of goods when the significant risks and rewards of ownerships are
transferred to customers (refer to Note 2.3 to the financial statements for the revenue recognition policy).
Given the magnitude of the amount and inherent risk of revenue overstatement, we considered revenue
recognition to be a key audit matter.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
DUBAI REFRESHMENT (P.J.S.C.) (continued)

Report on the audit of the financial statements (continued)
Revenue recognition (continued)
To address the above risk, we performed the following procedures among others:

- Tested the design and operating effectiveness of controls in respect of the Company’s revenue and
accounts receivable processes;

- Performed substantive testing and analytical procedures to test the accuracy and completeness of
the underlying calculation of the accruals for rebates and discounts;

- Performed analytical procedures, including gross profit margin analysis and obtained explanations
for significant variances as compared to previous year;

- Performed sales cut-off procedures and selected a sample of invoices before and after year-end to
test whether sales are recorded in the appropriate period;

- Inquired of management at different levels and departments of their knowledge of fraud risk and
actual fraud instances; and

- Performed journal entries testing for accounts related to identified risks of material misstatement
and verified them with supporting documents.

Relationship with Pepsi International

The Company is engaged in bottling and selling carbonated products as a sole distributor for Pepsi
International in Dubai and the Northern Fmirates, and certain other couniries as agreed with Pepsi
International. The Company receives various types of rebates and monetary support from Pepsi
International. These rebates and monetary support are a significant component of the Company’s results.
These rebates are adjusted against a current account with Pepsi International.

Given the number of arrangements with Pepsi International for various types of rebates and monetary
support, there is a risk that the rebates and monetary supports are not appropriately measured and
recognised as per the agreed arrangements.

To address the above risk, we performed the following procedures among others:

- Tested management's controls around the completencss and accuracy of transactions recorded in
the financial statements of the Company in accordance with the contractual agreements, challenged
management's calculations used in determining the unrealised rebates through discussions with
management and performing specific substantive procedures;

- Tested the recorded amount of rebates and monetary supports on a sample basis to supporting
contractual arrangement with Pepsi Intemational. In addition, evaluated the reliability of manage-
ment's calculations by performing a retrospective review of the subsequent collections of the re-
bates and monetary supports of prior periods;

- Regquested direct confirmation for the outstanding balances at the year end and, in the absence of
a reply, we performed alternative audit procedures by testing statements of account and other cot-
respondences with Pepsi International; and

- Tested cut-off through assessing the obligation fulfilment of rebates recorded during a period
shortly before and after year-end.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
DUBAI REFRESHMENT (P.J.S.C.) (continued)

Report on the audit of the financial statements (continued)
Other information included in the Company's 20! 8 Annual Report

Other information consists of the information included in the Company’s 2018 Annual Report other than
the financial statements and our auditors’ report thereon. We obtained the report of the Board of Directors
prior to the date of our auditors® report, and we expect to obtain the remaining sections of the Company’s
2018 Annual Report after the date of our auditors’ report. Management is responsible for the other
information.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thercon.

In connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the 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.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRSs and in compliance with the applicable provisions of the Company's Articles of
Association and the UAE Federal Law No. (2) of 2015, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material
misstaternent, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’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 Company or to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor 's responsibilities for the audit of the Sinancial statements

Our objcctives are to obtain reasonable assurance about whether the financial statements as a whole arc
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 guarantce that an audit
conducted in accordance with 1SAs 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
financial statements,
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
DUBAI REFRESHMENT (P.J.S.C.) (continued)

Report on the audit of the financial statements (continued)
Auditor's responsibilities for the audit of the financial statements {continued)

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 financial statements, whether due to fraud
or crror, design and perform audit procedurcs responsive to those risks, and obtain audit cvidence that
is sufficient and appropriate to provide a basis for our opinion. The visk of not detecting a malerial
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 ef-
fectiveness of the Company’s internal control.

+  Evaluate the appropriateness of accounting policics used and the reasonableness of accounting esti-
mates and related 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 condi-
tions that may cast significant doubt on the Company’s ability to continue as a going concern. If we
conclude that o materia! uncertainty exists, we are required to draw attention in our auditor’s report to
the related disclosures in the financial statements or, if such disclosures are inadequale, 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 Company to cease to continue as a going
concern.

+  Evaluate the overall presentation, structure and content of the financial statements, including the dis-
closures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

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
cthical requirements regarding independence, and to communicate wilh 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 determinc those matters that were
of most significunce in the audit of the financial statements of the current period and are thercfore 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 daing so would reasonably be
expected to outweigh the public interest benefits of such communication.
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INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF

DUBA! REFRESHMENT (P.J1.8.C.) (continued)

Report on other legal and regulatory requirements

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

i) the Company has maintained proper books of account;

i)  we have obtained all the information we considered necessary for the purposes of our audit;

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

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

v)  investments in shares and stocks during the year ended 31 December 2018 are disclosed innote 8 to
the financial statements;

vi)  note 20 reflects material related party transactions and the terms under which they were conducted;

vii) 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
2018 any of the applicable provisions of the UAE Federal Law No. (2} of 2015 or of its Articles of
Association which would have a material impact on its activities or its financial position; and

viii) note 5 reflects the social contributions made during the year.

For Ernst & Young

-

____‘-—\..___‘_ > K
‘,..1;.> ~_ /XIC.J\ F e
Signed by:
Ashraf Abu Sharkh

Partner
Registration No.: 690

3 March 2019

Dubai, United Arab Emirates



Dubai Refreshment (P.J.S.C.)

INCOME STATEMENT

For the year ended 31 December 2018

Revenue from contract with customers
Cost of sales

GROSS PROFIT

Other operating income

Sclling and distribution expenses
General and administrative expenses
Amortisation of intangible assets
Relocation expense of production lines
OPERATING INCOME

Finance income

Finance expense

Dividend income

QOther income, net

PROFIT FOR THE YEAR

Earnings per share in AED

The attached nates 1 to 29 form part of these financial stalements.

Notes

19

2018 2017
AED ‘000 AED 000
596,009 870,965
(404,127) (554,672)
191,882 316,293
8,576 10,781
(100,071) (169,066)
(85,111) (57.825)
(7,005) (8,163)

: (7.841)
38,271 84,179
632 1,326
(3,357) (3,731)
5,085 6,780
1,660 3,135
42,291 91,689
0.43 0.97

F)



Dubai Refreshment (P.JS.C)

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2018

Profit for the year

QOther comprehensive loss
Other comprehensive income not 1o be reclassified
to profit or loss in subsequent periods:
Change in fair value of investment securities measured
at FVOCI, equity instruments

Other comprehensive income to be reclassified
to profit or loss in subsequent perlods:
Change in fair value of available-for-sale investments
Change in fair value of cash flow hedges

Other comprehensive loss for the year

Total comprehensive income for the year

Nores

The attached notos 1 1o 29 form part of these financial statements.

2018 2017
AED 000 AED 000
42,291 91,689
(23,837)
. (6,782)
(2.511) (579)
(26,348) (7,361)
15,943 84,328

5



Dubai Refreshment (P.J.S.C.)
STATEMENT OF FINANCIAL POSITION
Asat 31 December 2018

2018 2017
Notes AED 000 AED ‘000
ASSETS
Non-current assets
Property, plant and equipment (] 668,958 702,005
Intengibie assets 7 19,899 25,707
[nvestment securities 3 115,001 138,838
803,858 866,550
Current assets
[nventories g 52,866 70,630
Trade and other receivables 10 188,071 136,221
Contract assets 2 5,612 -
Bank balances and cash 1 94,810 165,525
341,359 372,376
TOTAL ASSE'TS 1,145,217 1,238,926
EQUITY AND LIABILITIES
Equity
Share capital 13 90,000 90,000
Statutory reserve 14 45,000 45,000
General reserve 15 618,401 618,401
Fair value reserve 16 83,918 107,755
Cash flow hedge reserve 26 (1,281) 1,230
Retained eamings 61,590 87,489
Total equlity 897,628 949,875
Non-current liabilities
Employees’ end of service benefits 18 23,252 22,252
Non-current portion of term loans 21 20,064 59,959
43,316 82,211
Current liabitities
Trade and other payables 12 138,866 163,721
Contract liabilities 2 20,837 -
Current portion of term loans i 44,570 43,119
204,273 206,840
Totel liabilitles 247,589 289,051
TOTAL EQUITY AND LIABILITIES 1,145,217 1,238,926

The financial statements have the Board of Directors on 21 February 2019, and signed on their behalf

by:
— .r"'-'-'-._
Mr. Alj Bin Bumeit AT Qwais Mr. Ahmad Bin Eisa Alserkal
Vice Chairman Chairman
21 February 2019 21 February 2019

The attached notes | to 29 form part of these financial statements.
6
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Dubai Refreshment (P.J.8.C.)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2018

OPERATING ACTIVITIES
Profit for the year
Adjustments for:
Depreciation
Amortisation of intangible assets
Loss/(gain) on disposal of property, plant and equipment
Finance income
Finance expense
Dividend income
Provision for employees® end of service benefits

Working capita! changes:
Inventories
Trade and other receivables
Contract assets * (Note 1)
Trade and other payables
Contract liabilities * (Note 1)

Employees’ end of servicc benefits paid

Net cash generated from operating activities

INVESTING ACTIVITIES

Additions to property, plant and cquipment (Note 2)
Addition to intangible assels

Proceeds from disposal of property, plant and equipment
Dividend income received

Finance income reeeived

Net cash used in investing activities

FINANCING ACTIVITIES
Proceeds from term loans
Repayment of term loans
Dividends paid

Directors’ lees

Finance expense paid

Net cash used in financing activities

DECREASE / INCREASE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at 1 January

CASH AND CASH EQUIVALENTS AT 31 DECEMBER

2018 2017
Notes AED ‘600 AED '000
42,291 91,689
6 47,608 47,293
7 7,008 8,163
53 (2,460)
(632) (1,326)
3,357 3,731
(5,085) (6,780)
18 2,991 3,047
97,588 143,357
17,764 4,668
(53,080) (29,201}
(1,109 -
(23,695) 22,304
18,386 -
55,864 141,128
18 (1,991) (2,359)
53,873 138,774
6 (20,943) (31,2700
7 1,197) -
416 2,563
5,083 6,780
632 1,326
(16,007) (20,601)
5,944 1,014
(44,388) (43,653)
17 (63,000) (63,000)
(3,780) {4,200)
(3,357) (3,731)
(108,581) (113,570}
(70,715) 4,603
165,525 160,922
10 94,810 165,525

1) Net movements in contract assets and contract liabilities from those arose on initial application of IFRS 15
(as disclosed in Note 2) and 10 contract assets and liabilities carried in the statement of financial position as

of 31 December 2018.

7} In 2017, additions to property, plant and cquipment includes release of accrual of AED 805 thousand accruals
for project costs AED 350 thousand adjusted against advances. These being non-cash transactions were

excluded in the statement of cash flows,

T'he attached notes | to 29 form part of these financial statements.
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Dubai Refreshment (P.J.S.C.)
NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

1 ACTIVITIES

Dubai Refreshment (P.J.S.C) (the “Company™} was incorporated in Dubai in 1959 by a Decree issued by His Highness
The Ruler of Dubai. The Company is listed on the Dubai Financial Market (“DFM”). The registered address of the
Company is P,O. Box 420, Dubai, United Arab Limirates (UAE).

The Company is engaged in bottling and selling Pepsi Cola International products in Dubai, Sharjah and the other
Northern Emirates of the UAE. The Company also exports products of Pepsi Cola International from time to time to
foreign countries afler oblaining authorisation from Pepsi Cola International. The Company also holds 7Up end
Aquafina bottling and selling rights for the whole of the UAE.

2,1 BASIS OF PREPARATION

The financial statements have been prepated in accordance with International Financial Reporting Standards (1FRS)
as issued by the International Accounting Standards Board (IASB) and applicable requirements of UAE Federal Law
No. (2} of 2015, and the Arlicles of Association of the Company.

The financial statements have been presented in U.AE. Dirhams, which is the functional and reporting currency of
the Company, rounded to the nearest thousand {AED *000), except when otherwise indicated.

The Company's financial statements have been prepared under the historical cost basis except for the following:

= derivative financial instruments are measured at fair value;
s available-for-sale financial assels are measured at fair value (before 1 January 2018); and
¢ financial assets at fair value through other comprchensive income (applicable from 1 January 2018).

2.1 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES
New standards and Interpretations effective for annual period beginning on or after 1 Janwary 2018

The Company applied IFRS 15 and IFRS 9 for the first time, The nature and effect of the changes as a result of
adoption of these new accounting standards are described below.

The Company has not early adopied any standards, interpretations or amendments that have been issued but are not
yet effective.

e IFRS 15 Revenue from contracts with customers

IFRS 15 supersedes IAS 11 Constructions Contracts, IAS 18 Revenue and related interpretations and it applies to all
revenue arising from contracts with customers, unlcss those contracts are in scope of other standards. The new
standard establishes a five step model 1o account for revenue arising from contracts with customers. Under IFRS 15,
revenue is recognised at an amount that reflects the consideration to which an entily expects to be entitled in exchange
for transferring goods or services to a customer.

The standard requircs entitics to exercise judgement, taking into consideration all of the relevant facts and
circumstances when applying each step of the modet to contracts with their customers. The Standard also specifies
the accounting for the incremental costs of obtaining contract and the costs dircetly related to fulfilling a contract,

The Company adopted IFRS 15 using the madified retrospective method of adoption, with effect of initially applying
this standard recognised at the date of initial application. Accordingly, the information presented for 2017 has not
been restated, and has been presented as previously reported under accounting policies disclosced in annual financial
statements of the Company as per IAS 18 and related interpretations.

1
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2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

New standards and Interpretations effective for annual period beginning on or after 1 January 2018
(continued)

e JFRS 15 Revenue from contracts with customers (continued)
The Company is primarily in the business of selling Pepsi Cola International products and has adopled the following
accounting policies with respect to revenue recognition under [FRS 15:

(@ Sale of goods
For contracts with customers in which the sale of products is generally to be the only performance obligation, adoption
of IFRS 15 is not expected to have any significant impact on the Company’s revenue and profit or loss.

The Company has concluded that the revenue from sale of goods shouid be recognised at a point in time when control
of the asset is transferred to the customer, generally on delivery of the goods. Therefore, the adoption of IFRS 15 did
not have an impact on the timing of revenue recognition. However, the amount of revenue to be recognised was
affected, as noted below:;

Variable consideration

Some contracts with customers provide a right of return, trade discounts, volume rebates or other sales supports. Prior
to adoption of IFRS 15, the Company recognises revenue from the sale of goods measured at the fair value of the
consideration received or receivable, net of returns and allowances, trade discounts and volume rebates, If revenue
could not be reliably measured, the Company deferred revenue recognition until the uncertainty was resolved.

Under 1FRS 15, such provisions give rise to variable consideration under IFRS 15. The variable consideration is
estimated at contract inceplion and constrained until the associated uncerlainty is subsequently resolved. The
Application of the constraint on variable consideration increases the amount of revenue that will be deferred.

+  Rights of return

When a contract with a customer provides a right to return the good within the specificd period, the Company
previously accounts for the right of return using a probability-weighted average amount of return approach similar to
the expected value method under IFRS 15. Prior to adoption of IFRS 135, the amount of revenue related to the expected
returns is deferrcd and recognised in the statement of financial position within trade and other payables. A
corresponding adjustment was made Lo the cost of sales. The initial carrying amount of goods expected to be returned
is included within Inventories.

Under IFRS 15, the consideration received from the customer is variable because the contract allows the customer to
rewrn the products. The Company uses the expected value method to estimate the goods thut will be returned because
this method best predicts the amount of variable consideration to which the Company will be entitled. The Company
applies the requirement in IFRS 15 on constraining estimates of variable consideration to determine the amount of
variable consideration that can be included in the transaction price. The Company presents a refund liability and an
asset for the right to recover products from a customer separately in the statement of financial position. Upon adoption
of IFRS 15, the Company assessed and determined that that no provision for right of return (i.e. refund Liabilities)
and the related return asset from inventories {i.e. right to return asscts) is required to be recognised based on expected
value method.

+  Volume rebates and other terms of the customer contracts

The Company provides retrospective volume rebates to some of its customers on all products purchased by the
customer once the quantity of products purchased during the period exceeds a threshold specified in the contract and
there are other terms of the contracts with the customers including upfront payments for a period of contract or for
sale certain quanlity of goods, which results in variable consideration. Prior to adoption of IFRS 15, the Company
used to estimate the expected volume rebates and other terms of the contract using the probability-weighted average
amount of rebates approach and included them in Trade and other payables. These amounts might subsequently be
repaid in cash to the customer or were offsct against amounts payable by customer,

Under IFRS 18, retrospective volume rebates and other terms of the contract give rise to variable consideration. To
estimate the variable consideration to which it will be entitled, the Company considered that the most likely amount
method better predicts the amount of variable consideration for contracts with enly a single volume threshold while
for contracts with more than one volume threshold it wouid apply either the expected value method or the most likely
amount method, depending on which of them better predicts the amount of variable consideration for the particular
type of contract.

1§
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NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

New standards and Interpretations effective for annual period beginning on or after 1 January 2018
(continued)

o IFRS 15 Revenue from contracts with customers {continued)

(b} Advances received from customers
Generally, the Company receives only short-term advances from its customers.

Upon adoption of IFRS 15, for short term advances, the Company used the practical expedicnt. As such, the Company
will not adjust the promised amount of the consideration for the elfects of' a financing component in contracts, where
the Company expects at the inception of the contract that the period between the time the customer pays for the goods
o service and when the Company transfers that promised goods or service to the customer will be one year or less.
However, the Company decided to use the practical expedient provided in IFRS 15, and will not adjust the promised
amount of the consideration for the effects of a significant financing components in the contracts, where the Company
expects, al contract inception, that the period between the Company transfer of a promised good or service to a
customer and when the customer pays for that good or service will be one year or less. Therefore, for short-term
advances, the Company will not account for a financing component even if it is significant,

(c) Presentation and disclosure requiremenis

The presentation and disclosure requirements in IFRS 15 are more detailed than under current IFRS. As required for
the financial statements, thc Company disaggregated revenue rccognised from contracts with customers into
categories that depict how the nature, timing and uncertainly of revenue and cash flows are affected by economic
factors. The Company also disclosed information about the relationship between the disclosurc of disaggregated
revenue and revenue information disclosed for each reportable segment. Refer Note 4 below for disclosure on
disaggregated revenue,

On adoption of IFRS 15, the determination of variable considerations was considcred as per IFRS 15 and has resulted
in recognition of net contract assets of AED 4,503 thousand as of 1 January 2018, with corresponding increase in
retained earnings by AED 4,503 thousand. Further, contract liabilities of AED 2,441 thousand were determined 10 be
presented separately which were previously included in “trade and other payables’.

The following table summarises the impact of adopting [FRS 15 on the Company's statement of financial position as
at 31 December 2018 and its statement of profit or loss and OCI for the twelve months period then ended for each of
line items affected, There were no material impact on cash flows of the Company’s statement of cash flows for the
twelve months period ended 31 December 2018,

Amounis
without
adoption of As
IFRS 15 Adjusiments reported
AED'000 AED000 AED'060
3! December 20118:
Statement of financlal position
Contract assets - 5,612 5,612
Retained carnings 57,087 4,503 61,590
Accounts and other payables 157,980 (19,114) 138,866
Contract liabilities - 20,837 20,837
34 December 2018.
Income statement
Revenue 647,181 (51,172) 596,009
Gross profil 241,054 (51,172) 191,882
Selling and distribution expenses (151,234} 51,172 (100,071}
Net profit 43,400 (1,109) 42,29])



Dubai Refreshment (P.J.S.C.) _
NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

New standards and Interpretations effective for annual period beginning on or after 1 January 2018
(continued)

o IFRS 9 Financlal instruments

“IFRS 9 Financial Instruments’ replaces ‘IAS 39 Financial Instruments: Recognition and Measurement” for annual
periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial
instruments: classification and measurement; impairment; and hedge accounting, The Company has opted exemption
not to reslate comparative information with respect to reclassification and measurement (including impairment)
requirements. Accordingly, the information presented for 2017 is under accounting policies disclosed in annual
financial statements of the Company as per IAS 39 and related interpretations.

(@) Classification and measurement

IFRS 9 retains most of the existing requirements of 1AS 39 for the clussification and measurement of financial
liabitities, though, it has removed held to maturity, loans and receivables and available-for-sale classification under
1AS 39 for financial assets.

Adoption of IFRS 9 has not had a significant effect on the Company's accounting policies related to financial
jiabilities and derivative financial statements (other than those used as hedging instruments, which are discussed
below). The impact of IFRS 9 on the classification and measurement of financial assets of the Company is set out
below.

Except for certain trade receivables, under IFRS 9, the Company initially measures a financial asset at its fair valuc
plus, In the casc of a financial asset not at fair value through profit and loss, transaction costs. On initial recognition,
a financial asset is classified and measured under IFRS 9 as follows:

Amortised costs

FVQCI, debt instruments
FVOQCI, equity Instruments
FVTPL

The classification is based on two criteria:
e The Company’s business model for managing the assets; and
e Whether the instruments’ contractual cash flows represent ‘solely payments of principal and interest’ on the
principal amount cutstanding {the *SPP1 criterion’).

The assessment of the Company’s business model was made as of 1 January 2018, the date of initial application,

The new classification and mecasurement of the Company's financial assets are as follows:

Previous New
classification clussification
{IAS 39) (IFRS 9)
Investment securities, equity instruments Available-for-sale FVOCI, equity
Instruments
Trade and other receivables Loans and Amortised
receivables cost
Cash and cash equivalents Loans and Amortised
receivables cosl

Therc were no changes to the carrying values of the above financial assets on transition to new classification and
measurement per IFRS 9,
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NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

New standards and interpretations effective for annual perlod beginning on or after 1 January 2018
(continued)

s IFRS 9 Financlal instruments (continued)

&) Impairment
The adoption of [FRS ¢ has fundamentally changed the Company's accounting for impairment losses for financial
assets by replacing incurred loss approach under 1AS 39 with a forward-looking expected credit loss (ECL) approach.

ECL are based on the difference between contractual cash flows due in accordance with the contract and all the cash
flows that the Company cxpect to receive. The shortfall is then discounted at an approximation to the asset’s originel
cffective interest rate,

For “Contract assets’ and *Trade and other receivables’, the Company has applicd the standard’s simplified approach
and has calculated the ECLs based on lifetime expected credit losses. The Company has cstablished a provision matrix
that is based on the Group's historical credit loss experience, adjusted for forwerd-looking factors specific to the
debtors and economic environment,

The Company considers a financial asset in default when contractual payments are past due. However, in certain
cases, the Company may aiso consider a financial asset to be in default when internal or external information indicates
that the Company is likely to receive the outstanding contractual amounts in full before taking into account any credit
enhancements held by the Company. The adoption of the ECL requircments of IFRS 9 did not result in any significant
changes in impairment allowances.

{c} Hedge accounting

‘The Company applied hedge accounting prospectively. At the date of the initial application, all of the Company’s
existing hedging relationships were eligible {0 be treated as continuing hedging relationships. Consistent with prior
periods, the Group has continued to designate the change in fair value of the entire forward contracts in the Company’s
cash flow hedge relationship and, as such, the adoption of the hedge accounting requirements of IFRS ¢ has no
significant impact on the Company’s financial statements.

Under 1AS 39, al} gains and losses arising from the Company’s cash flow hedging relationships were eligible to be
subsequently reclassified to profit or loss, However, under IFRS 9, gains and losses arising on cash flow hedges of
forecast purchase of non-financial assets need to be incorporated into the initial carrying amounts on the non-financial
assets. This change oniy applies prospectively from the date of initial application of IFRS 9 and has no impact on the
presentation of comparative figures.

Several other amendments and interpretations apply that for the first time in 2018, but do not have an impact on the
financial statements of the Company.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

Amendments ta [AS 40: Transfers of Investment Properly

Amendments to IFRS 2: Classification and Measurement of Shere-based payment transactions
Amendments to [FRS 4: Applying IFRS 9 Financial Instruments with IFRS 4 Insurance Contracts
Amendments to [AS 28 Investments in Associates and Joint Ventures: Clarification that measuring investees
at fair value through profit or loss is an invesiment-by-investment choice

s Amendments to IFRS 1 First-time Adoplion of International Financial Reporting Standards: Deletion of
short-term exemptions for first-time adopters
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NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

2.2 CHANGES IN ACCOUNTING POLICIES AND DISCLOSURES (continued)

Standards issued but not yet effective

The standards and interpretations that are issued, but not yet cffective, up to the date of issuance of the Company's
financial statements are disclosed below. The Company intends to adopt these standards, if applicable, when they
become effective.

IFRS 16 Leases

IFRS 17 Insurance Contracts

IFRIC [nterpretation 23 Uncertainty over Income Tax Treatment
Amecndments to IFRS 9: Prepayment Features with Negative Compensation
Amendments to IFRS 10 and 1AS 28: Sale ot Contribution of Assets between an Investor and its Associate
ot Joint Venture

Amendments to IAS 19: Plan Amendment, Curtailment or Settlement
Amendments to 1AS 28: Long-term interests in associates and joint ventures
Annual Improvements 2015-2017 Cycle (issued in December 2017)

These improvements include:

e IFRS 3 Business Combinations

IFRS 11 Joint Arrangements

1AS 12 Income Taxes

1AS 23 Borrowing Cosis

IFRS 16 Leases

IFRS 16 was issued in January 2016 and it replaces IAS 17 - Leases and related IFRIC 4, SIC 15 and SIC 27, It
introduces a single, on-balance sheel lcase accounting model for lessees. At the commencement date of a lease, the
lessee recognises a right-of-use assel representing its right to use the underlying asset and a lease liability representing
its obligation to make lease payments. There is & recognition exemption for short-term leases, which will be recog-
nised on a straight-line basis as expense in profit or loss and lcases of low value assets. Lessees shall remeasure the
lease liability and adjust the right-of-use asset on occurrence of certain events such as change in the lease term, future
leasc payments resulting from a change in an index or rate used to determine those payments,

The standard is effective for annual periods beginning on or after 1 January 2019 and requires to make more extensive
disclosures than under 1AS 17. Early adoption is permitted. The Company plans to apply IFRS 16 initially on 1
January 2019, using a modified retrospective approach. Therefore, the cumulative effect of adopting IFRS 16 will be
recognised as an adjustment Lo the opening balance of retained carnings at 1 January 2019, with no restatement of
comparative information.

As at 31 December 2018, the Company has non-cancellable operating lease commitments of AED 166,947 million
as disclosed in note 22. A preliminary assessment indicates that these arrangements will meet the definition of a lease
under [FRS 16, and hence the Company will recognise a right-of-use asset and liability in respect of all these leases
unless they qualify as short-term leases or that are considered of low value upon the application of IFRS 16. The
nature of expenses related to those leases will also change because IFRS 16 repiaces the siraight-line operating lease
expense with a depreciation charge for right-of-use assets and interest expense on lease liabilities. Further, the clas-
sification of cash flows will be affected as the lease payments will be split into & principal and an interest portion
which will be presented as financing and operating cash flows, respectively; operating lease payments are currently
presented as operating cash flows.

The Company is in the process of finalizing the analysis of the impact of IFRS 16 at the date of issuance of these
financial statements. in summary, the application of IFRS 16 is expected to result in the Company recognizing on its
statement of financial position right-of-use assets with corresponding lease liabilities equivalent to the discounted
non-cancellable operating lease commitments of 166,947 million as disclosed in note 22 using a discount rate in the
range of 3% to 5%. The Company does nol expect that the application of [FRS 16 will have a significant impact on
its equity.
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NOTES TO THE FINANCIAL STATEMENTS
At 31 December 2018

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Current versus non-current classification
The Company presents assets and liabilities in the statement of financial position based on current/non-current
classification. An asset is classified as current when it is:

Expected to be realised or intended 1o be sold or consumed in normal operating cycle;

Held primarily for the purpose of trading;

Expected to be reatised within twelve months after the reporting peried; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period.

All other assets are classified as non-current,

A liability is classified as current when:
« Itis expected to be settled in normal operating cycle;
= Itis held primarily for the purpose of trading;
= [tis due to be settled within twelve months after the reporting period; or
s There is no unconditional right to defer the settlement of the liability for at least twelve months after the
reporting period

The Company classifies ail other liabilitics as non-current.

Falr value measurement
The Company measures financial instruments, such as derivatives and investment securities at fair value at cach
reporting date.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The fair value measurement is based on the presumption that
the transaction to sclt the asset or transfer the liability takes piace cither:

= [nthe principal market for the asset or liability; or
* In the absence of a principal market, in the most advantageous market for the asset or liability.

The principal or the most advantageous market must be accessible to by the Company.

The Fair value of an assel or & liability is measured using the assumptions that market participants would use when
pricing the asset or liability, assuming that market participants act in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant's ability to generate
economic benefits by using the assct in its highest and best use or by selling it to another market participant that would
use the asset in its highest and best use.

The Company uses valuation techniques thal arc appropriate in the circumstances and for which sufficient data are
available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

All assets and Viabilities for which fair value is measured or disclosed in the financial statements are categorised within
the fair valuc hierarchy, described as follows, based on the lowest level input that is significant to the fair value
measurement as a whole:

s Level 1 - Quoted (unadjusted) market prices in active markets for identical assets or liabilities

«  Level 2 - Valuation techniques for which the lowest level input that is significant to the fair value measurement
is directly or indirectly observable

»  Level 3 - Valuation techniques for which the lowest leve! input that is significant to the fair value measurement
is unabscrvable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company determines
whether transfers have oceurred between levels in the hierarchy by re-assessing categorisation (based on the lowest
level input that is significant to the fair value measurement as a whoie) at the end ol each reporting period.

For the purpose of fair value disclosure, the Company has determined classes of asscts and liabilities on the basis of
the nature, characieristics and risks of the assets or liabilities and the level of the fair valuc hierarchy, as explained
above,
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23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Applicable from ! January 2018

Revenue from contract with customers is recognised when control of the goods or services are transferred to the
customer at an amount that reflects the consideration to which the Company expects to be entitled in exchange for
those goods or services.

Sale of goods
Revenue from sale of goods is recognised at the point in lime when control of the asset is transferred to the customer,
generally on delivery of the goods. The normal credit term is 30 to 120 days upon delivery,

The Company considers whether there are other promises in the contract that are separate performance obligations to
which a portion of the transaction price needs to be allocated (e.g., warranties). In determining the transaction price
for (he sale of goods, the Company considers the effects of variable consideration, the existence of significant
financing components, noncash consideration, and consideration payable to the customer (if any).

(i) Variable consideration

If the consideration in a contract includes a variable amount, the Company estimates the amount of consideration to
which it will be entitled in exchange for transferring the goods to the customer, The variable consideration is estimated
at contract inception and constrained until it is highly probable that a significant revenue reversal in the amount of
cumulative revenue tecognised will not occur when the associated uncertainty with the variable consideration js
subsequently resolved. Some contracts for the sale of goods provide customers with a right of return and velume
rebates. The rights of return and volume rebates give rise to variable consideration,

e Rights of return

Centain contracts provide a customer with a right to return the goods within a specified period. The Company uses
the expected value method to estimate the goods that will not be returned because this method best predicts the amount
of variable consideration 1o which the Company will be cntitled. The requirements in IFRS 15 on constraining
estimates of variable consideration are also applied in order to determine the amount of variable consideration that
can be included in the transaction price. For goods that are expected to be returned, instead of revenue, the Company
recognises a refund liabitity. A right of return asset (and corresponding adjustment to cost of sales) is also recognised
for the right to recover products from a customer.

o Volume rebates

The Company provides retrospective volume rebates to certain customers once the quantity of products purchased
during the period exceeds a threshold specified in the contract. Rebates are offset against amounts payable by the
customer. To estimate the variable consideration for the expected future rebates, the Company applies the most likely
amount method for contracts with a single-volume threshold and the expected value method for contracts with more
than ong¢ velurme threshold. The selected method that best predicts the amount of variable consideration is primarily
driven by the number of volume thresholds contained in the contract. The Company then applies the requirements on
constraining estimates of vatiable consideration and recognises a refund liability for the expeeted future rebates.

Applicable before | January 2018

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured, regardless of when the payment is being made. Revenue is measured at the fair
value of the consideration received or receivable, taking into account contractually defined terms of rebates, discount,
payments, and excluding taxes or duty. The Company assesses its revenue arrangements against specific criteria to
determine if it is acting as principal or agent. The Company has concluded that it is acting as a principal in all of its
revenue arrangements. The specific recognition criteria described below must also be met before revenue is
recogniscd.

Sale of gaods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the goods have
passed to the buyer, usuaily on delivery of the goods.

Sale incentives
The Company receives sale incentives on its export salcs based on volumes sold and agreed rates, These incentives
are recognised when related export sales are recognised.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Revenue recognition (continued)

Interest income

Interest revenue is recognised as the interest accrues using the effective interest method, under which the rate used
exactly discounts estimated future cash receipts through the expected life of the financial asset to the net carrying
amount of the financial asset.

Dividend income
Dividend income is recognised when the Company’s right to receive the dividend payment is esiablished.

Rental income
Rental income from property, plant and equipment is recognised in the statement of comprehensive income on a
straight line basis over the term of the lease.

Excise duty

Excise duty is passed on to customers and Is excluded from revenue. Trade receivables at the reporting date are stated
with the amount of excise tax included. The net amount of excise duty payable at the reporting date is included in
trade and other payablcs (note 12).

The net amount of excise duty recoverable from, or payable to, the taxation authority is included within receivables
or payables in the balance sheet.

Value-added Tax (VAT)
Expenses, and assets are recognized net of the amount of VAT, except:

e When the VAT incurred on a purchase of asscts or services is not recoverable from the taxation authority,
in which case, the VAT is rccognised as part of the cost of acquisition of the asset or as part of the expense
item, as applicable; and/or

e  When receivables and payables, amounts are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of reccivables or
payables in the statement of financial position,

Property, plant and equipment
Property, plant and equipment are stated at cost less accumulated depreciation and any impairment in value. Property,
plant and equipment arc depreciated on a straight-line basis over the assets' estimated useful lives as follows:

Buildings 3 to 30 years
Plant, machinery and equipment 2 10 20 years
Coolers and vending machines S to 7 years
Furniture and fixtures 2 years
Freezers 5 years

Land and capital work-in-progress are not depreciated.

Expenditure incurred to replace a component of an item of property, plant and equipment that is accounted for
separately is capitalised and the carrying amount of the component that is replaced is written off. Other subsequent
expenditure is capitalised only when it increases future economic benefits of the related item of property, plant and
equipment. All other expenditure is recognised in the income statement as the expense is incurred.

The carrying values of property, plant and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. If any such indication exists and where the
carrying values excecd the estimated recoverable amount, the assels are writien down to their recoverable amount,
being the higher of their fair value less cost to sell and their value in use.

An item of property, plant and equipment is derccognised upon disposal or when no further cconomic benefits are

expected from its use or disposal, Any gain or loss arising on derecognition of the asset is included in the income
statement in the period the asset is derecognised.
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1.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that necessarily takes
a substantial period of time to get ready for its intended use or sale are capitalised as part of the cost of the asset. All
other borrowing costs arc cxpensed in the period in which they occur, Borrowing costs consist of interest and other
costs that an enlity incurs in connection with the borrowing of funds.

During the year ended 31 December 2018, the Company has not capitalised any borrowing costs (2017: NIL).

Inventories
Inventories are stated at the lower of cost and net realisable value. Costs are those incurred in bringing each product
to its present location and conditicn, as follows:

Raw materials — purchase cost on weighled average basis;

Spares and consumables — purchase cost on weighted average basis;

Finished goods - cost of direct materials plus an appropriate share of production overhcads bascd on normal operating
capacity and is determined on weighted average basis.

Net realisable value is based on the estimated selling price less any further costs expected to be incurred on disposal.
Damaged and obsolete inventories are written off.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition,
imtangible assels with finite lives are amortised over the useful economic life and assessed for impairment whenever
there is an indication that the intangible asset may be impaired. The amortisation expense on intangible assets with
finite lives is recognised in the income statement in the expensc category consistent with the function of the intangible
assel,

Amortisation is calculated on a straight line basis over the assets’ estimated useful lives as follows:

Franchise and bottling rights 20 years
Lease rights 20 years
Software 5 years

Impairment of non-financial assets

At each reporting date the Company reviews the carrying amounts of its assets 10 assess whether there is an indication
that those assets may be impaired. If any such indication exists, the Company makes an estimate of the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s fair value less costs to sell and its value
in use, In assessing valuc in use, the estimated future cash flows attributable to the asset are discounted (o their
present value using a pre-tax discount rate that reflecis current market assessments of the time value of money and
the risks specific to the asset.

If the recoverable amount of an asset is estimated o be less than its carrying amount, the carrying amount of the asset
is reduced 1o its recoverable amount. An impairment loss is recognised immediately in the income statement,

Where an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but only to the extent that the increased carrying amount does not exceed the carrying
amount that would have been determined had no impairment loss been recognised for the asset in prior years, A
reversal of an impairment |oss is recognised immediately in the income statement.

Accounts receivable

Accounts receivabile are stated at original invoice amount less & provision for any uncollectible amounts, An estimate
for doubtful debts is made when collection of the full amount |s no longer probable. Bad debts are written off when
there is no possibility of recovery.

Cash and cash equlvalents
For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand, bank balances and
short term deposits with an original maturity of three months or less.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued}

Financial instruments-initial recognition and subsequent measurement
A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

f) Financial assets

Applicable from | Janwary 2018

Initial recognition and measurement

Financial asscis are classified, at jnitial recognition, as subsequently measured at amortised cost, fair value through
other comprehensive income (OCI), and fair value through profit or loss.

The classification of financial assets al initia) recognition depends on the financial asset’s contractual cash flow
characteristics and the Company’s business model for managing them. With the exception of trade receivables that
do not contain & significant (inancing component or for which the Company has applied the practical expedient, the
Company initially measures a financial asset at its fair value and, in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables that do not contain a significant financing component or
for which the Company has applied the practical expedient are measured at the transaction price determined under
IFRS 15. Refer to the accounting policies for revenue from contracts with customers as noted above.

in order for a financial asset to be classificd and measured at amortised cost or fair value through OC, it needs to
give rise to cash flows that are ‘solely payments of principal and interest (SPPI) on the principal amount outstanding.
This assessment is referred to as the SPPI test and is performed at an instrument level.

The Company's business model for managing financial assets refcrs to how it manages its financial assets in order to
gencrate cash flows, The business model determines whether cash flows will result from collecting contractual cash
flows, selling the financial assets, or both.

Purchases or sales of financial assets that require delivery of assets within a time frame established by regulation or
convention in the market place (regular way trades) are recognised on the trade date, i.e., the date that the Company
commits to purchase or sell the asset.

Applicable before | January 2018

The financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss, loans
and receivables, held-to-maturity investments, available-for-sale financial assets, or as derivatives designated as
hedging instruments in an cffective hedge, as appropriate.

Financial assets as at 31 December 2017 include bank balances, trade and other receivables. After initial measurement,
such financial assets are subsequently measured at amortised cost using the EIR method, less impairment. Amortised
cast is calculated by taking into account uny discount or premium on acquisition and fees or costs thal are an integral
part of the EIR. The EIR amortisation is included in finance income in the statement of comprehensive income

Subsequent measuremeni
For purposes of subsequent measurement, financial assets are classified in four categories:
¢ Financial assets at amortised cost (debt instruments)
o  Financial assets at fair value through OCI with recycling of cumulative gains and losses (debt instruments)
¢ Financial assets designated at fair value through OC! with no recycling of cumulative gains and Josses upon
derecognition (equity instruments)
¢ Financial assets at fair value through prolit or loss

Financlal assels at amortised cost
"This category is the most relevant to the Company. The Company measures financial assets at amortised cost if both
of the following conditions are met:

s The financial asset is held within a business model with the objective to held financial assets in order to
collect contractual cash flows; and

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

Financial assets at amortised cost are subscquently measured using the effective interest (EIR) method and are subject
to impairment. Gains and losscs are recognised in profit or loss when the asset is derecognized, modified or impaired.

The Company’s [inancial assets at amortised cost includes trade receivables, and amounts due from a rclated party.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments-initial recognition and subsequent measurement (continued)
i) Financial assets (continued)

Financial assels designated at fuir value through OCI (equity insiruments)

Upon initial recognition, the Company can elect to classify irrevocably its equity investments as equity instruments
designated at fair value through OCI when they meet the definition of equity under IAS 32 Financial Instruments:
Presentation and are not held for trading, The classification is determined on an instrument-by-instrument basis.

Gains and losses on these financial assets are never recycled (o profit or loss. Dividends are recognised as other
income in the statement of profit or loss when the right of payment has been estabiished, except when the Company
benefits from such proceeds as a recovery of part of the cost of the financial asset, in which case, such gains are
recorded in OCI. Equity instruments designated at fair value through OCI are not subject to impairment assessment.

The Company elected to classify irrevocably its listed equity investments under this category.

Derecognition
A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assels) is
primarily derecognised (i.e., removed from the Company’s statement of financial position} when:

s  Therights to receive cash flows from the asset have expired; or

s The Company has transferred its rights to receive cash flows from the usset or has assumed an obligation to
pay the received cash flows in full without malerial delay to a third party under a ‘ pass-through® arrangement;
and either (a) the Company has transferred substantially all the risks and rewards of the asset, or {b) the
Company has neither transferred nor retained substantially all the risks and rewards of the asset, but has
transferred control of the asset.

When the Company has transferred its rights to receivc cash flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of ownership. When it has neither
transferred nor retained substantially all of the risks and rewards of the asset, nor transferred control of the asset, the
Company continues to recoghise the transferred asset to the extent of its continuing involvement. In that case, the
Company also recognises an associated lability. The transferred asset and the associated liability are measured on 2
basis that reflects the rights and obligations that the Company has retaincd.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum umount of consideration that the Company could be required

to repay.

Impairment of financial assets

The Company recognises an allowance for expected credit losses (ECLs) for all debt instruments not held at fair value
through profit or loss. ECLs are based on the difference between the contractual cash flows due in accordance with
the contract and all the cash flows that the Company expects to reccive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash flows from the sale of collateral held or other credit
enhancements that are integral to the contractual terms.

ECLs are recognised in two stages. For credit exposures for which there has not been a significant increase in credit
risk since initial recognition, ECLs are provided for credit losses that result from default events that are possible
within the next 12-months (a 12-month ECL). For those credit exposures for which there has been a significant
increase in credit risk since initial recognition, a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the default (a lifetime ECL).

For trade receivables and contract assets, the Company applies a simplificd approach in caleulating ECLs. Therefore,
the Company does not track changes in credit risk, but instead recognises a loss allowance based on lifetime ECLs at
cach reporting date. The Company has established a provision matrix that is based on its historical credit loss
experience, adjusted for forward-looking factors specific Lo the debtors and the economic environment.

The Company considers a financial asset in default when contractual payments are 90 days past due. However, in
certain cases, the Group may also consider a financial asset to be in default when internal or external information
indicates that the Company is unlikely to receive the outstanding contractual amounts in full before taking into account
any credit enhancements held by the Company. A financial assel is written off when there is no reasonable expectation
of recovering the contractual cash flows.
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2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Financial instruments-Initial recognition and subsequent measurement (continued)
i) Financial agssets (continued)

Impairment of financial assets (continued)

Applicable before | January 2018

The Company assess whether there was any objective evidence that a financial asset or a group of financial assets is
impaired. A financial asset or a group of financial asscts is deemed to be impaired if, and only if, there is objective
evidence of impairment as a result of one or more events that has occurred after the initial recognition of the asset (an
incurred loss event) and that loss event has impact on the estimated future cash flows of the financial assct or group
of financial assels that can be reliably estimated. If such evidences exists, any impairment loss is recognised in the
statement of comprehensive income. Impairment loss is the difference between the carrying amount and the present
value of future cash flows discounted at original effective interest rate.

Accounts payable and accruals
Liabilities are recognised for amounts to be paid in the future for goods or services received, whether billed by the
supplier or not.

Derecognition of financlal liabilitles

A financial liability is derecognised when the obligation under the ligbility is discharged or cancelled or expires.
When an existing financial liability is replaced by another from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying
amounts is recognised in the income statement.

Offsetting of financial instruments

Financial assets and financial liabilitics are offset and the net amount is reported in the stalement of financial position
if there Is a currently enforceable legal right to offsel the recognised amounts and there is an intention to settle on a
net basis, to realise the assets and scttle the liabilities simultaneously.

Provisions
Provisions arc recognised when the Company has an obligation (legal or constructive) arising from a past event, and
the costs o seltle the obligation are both probable and able to be reliably measured.

Employees’ end of service benefits

The Company provides end of service benefits to its expatriate employees. The entitlement to thesc benefits is based
upon the employees’ salary and length of service, subject to the completion of & minimum service period. The
expected costs of these benefits are accrued over the period of employment.

With respect to its national employees, the Company makes contributions to government pension scheme calculated
as a percentage of the employees' salaries. The Company’s obligations are limited to these contributions, which are
expensed when due,

Contingencies

Contingent Habilities are not recognised in the financial statements. They are disclosed unless the possibility of an
outflow of resources embodying economic benefits is remote. A contingent asset is not recognised in the financial
statements but disclosed when an infllow of economic benefits is probable,

Operating leases

Leases where the lessor retains substantially ati the risks und benefits of ownership of the asset are classified as
operating leases, Operating lease payments are recognised as an expense in the income statement on a straight-line
basis over the lease term.
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At 31 December 2018

2.3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derivative finuncial Instruments

The Company uses derivative financial instruments, such as forward commaodity contracts, to hedge its commodity
price risks. Such derivative financial instruments are initially recognised at fair value on the date on which a derivative
contract is entered into and are subscquently remeasured at fair value. Derivalives are carried as financial assets when
the fair value is positive and as financial liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly 1o the income statement,
except for the effective portion of cash flow hedges, which is recognised in statement of other comprehensive income.

For the purpose of hedge accounting, hedges are classified as:

o Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability or
an unrecognised firm commitment; or

» Cash flow hedges when hedging the exposure to variability in cash flows that is either attributable to a
particular risk associated with a recognised asset or liability or a highly probable forecast transaction or the
foreign currency risk in an unrecognised firm commitment.

At the inception of a hedge relationship, the Company formally designates and documents the hedge relationship to
which the Company wishes to apply hedge accounting and the risk management objective and strategy for undertaking
the hedge. The documentation includes identification of the hedging instrument, the hedged item or transaction, the
nature of the risk being hedged and how the entity will assess the effectivencss of changes in the hedging instrument’s
fair value in offsetting the exposure o changes in the hedged item’s fair value or cash flows atiributable to the hedged
risk. Such hedges are expegted to be highly effective in achieving offsetting changes in fair value or cash flows and
are assessed on an ongoing basis to determine that they actually have been highly effective throughout the financial
reporting periods in which they were designated.

Hedges thal meet the strict criteria for hedge accounting are accounted for as described below:

Fair value hedges

The change in the fair value of a hedging derivative is recognised in income statement. The change in the fair value
of the hedged item attributable to the risk hedged is recorded as a part of the carrying value of the hedged item and is
also recognised in income statement.

For fair value hedges related to items carried at amortised cost, the adjustment Lo the carrying vaiue Is amortised
through the income statement over the remaining term to maturity. Any adjustment to the carrying amount of a hedged
financial instrument for which the effective interest ratc method is used is amortised through the income statement.

if the hedged item is derecognised, the unamortiscd [air value is recognised immediately in the income statement,

When an unrecognised firm commitment is designated as hedged item, the subsequent cumulative change in fair value
of the firm commitment attributable to the hedged risk is recognised as an assel or liability with a corresponding gain
or loss recognised in the income statement, The changes in the fair value of the hedging instrument are also recognised
in the income statement,

Cash flow hedges
The effective portion of the gain or loss on the hedging instrument is recognised directly in statement of other com-
prehensive income in the cash flow hedge reserve, while any ineffective portion is recognised immediately in the
income statement.

Amounts recognised as other comprehensive income are transferred to the income statement when the hedged trans-
action affects the income statement, such as when the hedged financial income or financial expense is recognised or
when a forecast sale occurs, Where the hedged {tem is the cost of a non-financial asset or non-financial liability, the
amounts taken o equity are transferred Lo the initial carrying amount of the non-financial asset or liability.

[f the forecast transaction or firm commitment is no longer expecied to oceur, the cumulative gain or loss previously
recognised in equity are transferred 1o the income statement, If the hedging instrument expires or is sold, terminated
or exercised without replacement or rollover, or i its designation as a hedge is revoked, any cumulative gain or loss
previously recognised in ather comprehensive income remains in other comprehensive income until the forecast trans-
action or firm commitment alfects income statement,
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23 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies

"I'ransactions in forcign currencies are recorded at the rate ruling at the date of the transaction. Monetary assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the reporting date. Al
differences are taken to the statement of income.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency
are translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on
translation of non-monetary iterms measured at fair value is treated in line with the recognition of gain or loss on
change in fair value of the item (i.e., transiation differences on items whose fair value gain or loss is recognised in
other comprehensive income or income statement are also recognised in other comprehensive income or income
statements, respectively).

3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the accompanying
disclosures, and the disclosurc of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affecled in future
periods. These factors could include:

Judgements

In the process of applying the Company’s accounting policics, management has made the following judgements, apan
from those invelving estimations, which has the most significant impact on the amounts recognised in the financial
statements.

Classification of investments
Management decides on acquisition of an investment whether it should be classified as held to maturity, held for
trading, carried at fair value through profit or loss or available-for-sale.

For those investments deemed to be held to maturity, management ensures that the requirements of JAS 39 are met
and, in particular that the Company has the intention and ability to hold these to maturity.

The Company classifies investments as trading if they are acquired primarily for the purpose of making a short term
profit.

Classification of investments as fair value through profit or loss depends on how management monitors the
performance of these investments. When they are not classified as trading but have readily available reliable fair
values and the changes in fair values are reported as part of profit or loss in the management accounts, these are
classified as fair value through profit or loss. All other investments are classified as available-for-sale.

Classification of properties

Management decides at the time of acquisition of a property whether it should be classified as held for sale, property,
plant and equipment or an investment property. The Company classifies properties as properties held for salc when
its carrying amount will be recovered principally through a sale transaction rather than through continuing use. The
Company also classifies properties as property, plant and equipment when the propertics are held for use by, or in the
operations, of the Company. Properties are classified as investment properties when the intention is to hold them for
capital appreciation, for rental or for undetermined use. The Company changes the classification when the intention
changes.

Presentation of revenue net of excise duty
Based on reasonable assessment of various factors related o excise tax in the current circumstances, the Company
had decided that deduction of excise tax from revenue (net presentation) is the appropriate accounting treatment,
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3 SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMPTIONS (continued)

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the
next financial year are discussed below. The Company based its assumptions and estimates on parameters available
when the financial statements were prepared. Existing circumstances and assumptions about future developments,
however, may change due to markel changes or circumstances arising beyond the control of the Company. Such
changes are reflected in the assumptions when they occur.

Impairment of accounts receivable

An estimate of the collectible amount of trade accounts receivable is made when collection of the full amount is no
longer probable, For individually significant amounts, this estimation is performed on an individual basis. Amounts
which are not individually significant, but which are past due, are assessed collectively and a provision is applied
according to the length of time past due, based on historical recovery rates and forward looking information.

At the reporting date, gross trade accounts receivable were AED 115,978 thousand (2017: AED 90,045 thousand),
and the provision for doubtful debts was AED 2,226 thousand (2017: AED 2,672 thousand). Any difference between
the amounts actually collected in future periods and the amounts expected will be recognised in the income statement.

Impairment of inveniories

Inventories are held at the lower of cost and net realisable value. When inventories become old or obsolete, an estimate
is made of their net realisable vatue, For individually significant amounts this estimation is performed on an individual
basis. Amounts which are not individually significant, but which are old or obsolete, are assessed collectively and a
provision is applied according to the inventory type and the degree of ageing or obsclescence, based on historical
selling prices.

Al the reporting date, gross inventory were AED 54,751 thousand (2017: AED 72,344 thousand) with provisions for
slow moving inventories of AED 1,885 thousand (2017: AED 1,714 thousand). Any difference between the amounts
actually realised in future periods and the amounts expected will be recognised in the income statement.

Useful lives and depreciation of property, plant and equipment
The management periodically reviews the estimated useful lives and depreciation method to ensure that the method
and period of depreciation are consistent with the expected patiern of ¢conomic benefits from these assets,

Useful lives and amortisation of intangible assets
The management periodically reviews the estimated useful lives and amortisation methed to ensure that the method
and period of amortisation are consistent with the expected pattern of economic benefits from these assets.

Derivatives

The fair values are obtained from quoted market prices available from the counter party bank, discounted cash flow
models and other vatuation models as appropriate. The Company uses widely recognised valuation models for
determining the fair value of forward commodity contracts. For these financial instruments, inputs into models are
market observable.
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4  REVENUE FROM CONTRACT WITH CUSTOMERS

Set out below is the disaggregation of the Company’s net revenue from contracts with customers:

2018 2017
AED000 AED000
Local sales
Long term contracts 321,487 467,885
Transactions based contracts 195,023 285,117
516,510 753,002
Export sales
Long term conlracls 26,747 54,307
Transactions based contracts §2,752 63,656
79,499 117,963
596,009 870,965
5 NET PROFIT FOR THE YEAR
The net profit for the year is stated after charging:
2018 2017
AED'000 AED000
Staff costs 89,245 96,837
Rental expenses- operating lease 21,239 24,166
Depreciation expense {(Note 6) 47,608 47,293
(Gain)/loss on disposal of property, plant and equipment 53 (2,460}
Amount Included In cost of sales:
Staff costs 18,198 21,108
Rental - operating lease 3,743 3,580
Depreciation expense (Note 6) 24,582 24,267

During the year ended 31 December 2018, social contributions made by the Company amounted 1o AED 61 thousand
(2017: AED 58 thousand).
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Dubai Refreshment (P.J.S.C.)

NOTES TO THE FINANCIAL STATEMENTS

At 3] December 2018

7 INTANGIBLE ASSETS

Cost:
At 1 January 2018
Additions

AL 31 December 2018
Amortisation:

At 1 January 2018

Charge for the year

At 31 December 2018

Net book value:
At 31 December 2018

Cost:
At 1 January 2017

At 31 December 2017
Amortisation:

At 1 January 2017

Charge for the year

At 31 December 2017

Net book value:
Al 31l December 2017

B INVESTMENT SECURITIES

Balance at | January

Change in market fair value

Balance at 31 December

Franchise and Lease
boutling rights rights Software Total
AED 000 AED000 AED'000 AED000
62,391 7,000 22,850 92,241
- - 1,197 1,197
62,391 7,000 24,047 93,438
46,014 1,604 18,916 66,534
3,120 350 3,535 7,005
49,134 1,954 22,451 73,539
13,257 5,046 1,596 19,899
Franchise and Lease
borling rights rights Software Total
AED000 AED'000 AED 000 AED 000
62,391 7,000 22,850 92,241
62,391 7,000 22,850 92,249
42,895 1,248 14,228 58,371
3,119 356 4,688 8,163
46,014 1,604 18,916 66,534
16,377 5,396 3,934 25,707
2018 20417
AED‘000 AED 000
138,838 145,620
(23,837 (6,782)
115,001 138,838

On adoption of IFRS 9, effective 1 Janvary 2018, thc Company has classified the cquily investment sccurities as
measured al FVOCI, previously classified as availabie-for-sale investments, end re-designated the related fair value
reserve es at 1 Januvary 2018 accordingly as not to be reclassified to profit and loss in subsequent periods. The
comparative information is presented under JAS 39 as previously reported in the financial statements of the Company
under IAS 39, as the Company has elected not to restate comparative information on adoption of IFRS 9.
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9 INVENTORIES

2018 2017
AED000 AED 000
Raw material and consumables 26,154 44,039
Finished goods 22,836 23,408
Spare parts and supplies 5,761 4,897
54,751 72,344
Less: provision for slow moving spare parts and supplies inventories (1,888) (1,714)
52,866 70,630

Movements in the provision for slow moving spare parts and supplies inventories were as follows:

2018 2017
AED'000 AED 000
At | January 1,714 1,596
Provided during the year 171 118
At 31 December 1,885 1,714

During the year ended 3 | December 2018, the carrying amount of raw material inventories recognised as an expense
and included as pan of cost of goods sold in the statement of income amounts to AED 334,511 thousand (2017:
AED 478,862 thousand),

10 TRADE AND OTHER RECEIVABLES

2018 2017
AED'000 AED 000
Trade reccivables 115,978 90,045
Less: provision for doubtful debts (2,226) (2,672)
113,752 87,373
Prepaid expenses 9,415 9,951
Advances to suppliers 6,853 8,166
Positive fair value of derivatives (Note 26) - 1,230
Other receivables* 57,680 28,886
Due from a related party (Note 20b) n 615
188,071 136,221

* In 2018, other receivables includes AED 20.8 million towards penalties relating to excise duty deposited with Fed-
eral ‘T'ax authority (Note 23) (In 2017, other receivables included deposit with E-Dirham of AED 4.07 million as
advance deposit for the subsequent payment of Excise duty) .

As at 31 December 2018, trade accounts receivable with a nominal value of AED 2,226 thousand (2017: AED 2,672
thousand) were impaired. Movements in the allowance for expected credit loss were as follows:

2018 2017
AED'900 AED 000
At 1 January 2,672 2,672
Write off during the year (446) :
Al 3] December 2,226 2,672
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10 TRADE AND OTHER RECEIVABLES (continued)

As at 31 December, the ageing of unimpaired trade receivables is as follows:

Neither Past due but not impaired
pasi due
nor <30 30-60 60-90 920-180 >180
Total impaired days days days days days
AED'000 AED000 AED 000 AED'000 AED'000 AED'000 AED000
2018 113,752 80,012 15,293 8,266 4,723 4,276 1,182
2017 87,373 70,324 13,236 2,800 935 78 -

Unimpaired receivables are expected, on the basis of past experience, Lo be fully recoverable given the nature of the
business. [t is not the practice of the Company 1o obtain collateral over receivables and the vast majority are, therefore,
unsecured.

11 CASH AND CASH EQUIVALENTS

For the purpose of statement of cash fiows, cash and cash cquivalents comprise the following:

2018 2017
AED'090 AED'000
Cash al banks and on hand 64,691 69,752
Short-term deposits 30,119 95,773
Bank balances and cash 94,810 165,525

Short-term deposits are made for varying periods between one day and three months and earn interest at the respective
short-term deposits rates ranging from 1.5% p.a. to 3.75% p.a. (2017: 0.6% p.a. to 2.6% p.a.).

12 TRADE AND OTHER PAYABLES

2018 2007
AED000 AED'000
Trade payable 33,599 63,693
Accrued expenses 51,481 37,886
Accrual for s1aff costs 9,756 10,853
Advances from customers 3177 1,052
Relentions payabie - 894
Deferred income 12,441 14,715
Due to a related party 117 5
Other payables 17,014 34,628
Negative fair value of derivatives (Note 26) 1,281 -
138,866 163,721

Other payables include Board of Dirctors’ fees of AED 3,780 thousand (2017: AED 4,200 thousand) payable to the
directors of the Company after obtaining the shareholders® approval in the Annual General Meeting. 1t also includes
an excise duty payable amounting to AED 21,450 thousand (2017: AED 28,793 thousand).
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I3  SHARE CAPITAL

2018 2017
AED'000 AED 000
Authorised issued and fully paid up.
90 million shares of AED 1 each 90,000 90,000

14  STATUTORY RESERVE

In accordance with Article 239 of Commercial Companies Law No. 2 of 2015 and the Company's atticles of
association, 10% of the annual profit of the Company is required to be transferred to a statutory reserve until the
reserve equals 50% of the share capital. No transfer was made to the statutory reserve in 2018 as the reserve has
already reached 50% of the share capital. This reserve is not available for distribution except as stipulated by the law.

15  GENERAL RESERVE

In accordance with Article 240 of the UAE Commercial Companies Law No. 2 of 2015 and the Company's articles
of association, 10% of the Company’s net profit may be transferred to a general reserve to be used only for the
purposes stated in the Company’s article of association.

In accordance with Clausc 70 of the Company's article of association, 10% of the net profit for each year should be
transferred to this reserve and such transfers may cease when the reserve equals 5% of the paid up share capital of the
Company.

During the Board of Directors’ mecting held on 21 January 2019, the Directors have approved not to transfer any
amount (2017: AED 50,858 thousand) from relained earnings to general reserve,

16  FAIR YALUE RESERVE

On adoption of IFRS 9, effective 1 January 2018, the Company has classified the equity investment securities as
measured at FVOCI, previously classified as available-for-sale investments, and re-designated the related fair value
reserve as at 1 January 2018 accordingly as not to be reclassified to profit and loss in subsequent periods. The
comparative information is presented under 1AS 39 as previously reported in the financial statements of the Company
under 1AS 39, as the Company has elected not to restate comparative information on adoption of IFRS 9.

17 DIVIDENDS

During the Board of Directors’ meeting held on 21 January 2019, the Directors proposed a cash dividend of
AED 0.467 per share totaling to AED 42 million relating to 2018 (2017: AED 0.70 per share totaling to AED 63
million). The dividend is subject to the approval of the shareholder in the Annual General Meeting.

During the year, the Company paid dividend of AED 63 millien relating to 2017 (2617: paid dividend of AED 63
million relating to 2016).

18 EMPLOYEES' END OF SERVICE BENEFITS

The movement in the provision recognised in the statement of financial position is as follows:

2018 2017
AED'000 AED 000
Provision as at 1 January 22,252 21,559
Provided during the year 2,991 3,047
End of service benefits paid (1,991) (2,354)
Provision as at 31 December 23,252 22,252
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19 EARNINGS PER SHARE

Basic carnings per share is calculated by dividing the profit for the year attributable to the sharcholders of the
Company, net of direclors® {ees, amounting to AED 38.51 million (2017: AED 87.49 million) by the weighted average
number of shares outstanding during the year of 90 million shares (2017: 90 million shares).

The Company has not issued any instruments which would have a dilutive impact on earnings per share when
exercised.

20 RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represent major shargholders, directors and key management personnel of the Company, and entities
controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of these
transactions sre approved by the Company’s management.

a Significant transactions with related parties:

Significant transactions with related pasties included in the income statement are as follows:

2018 2017
AED*000 AED'000
Sales to a related party 3,848 6,160
Purchase from a related party 1,037 -

Compensation of key management personnel
‘The remuneration of directors and other key members of management during the year was as follows:

2018 2017
AED*'000 AED'000
Short-term benefits 13,219 13,110
Employees’ end of service benefits 549 578
Board Commiutees sitting fees 150 90
13,918 13,778
b Due from a related party:
2018 2017
AED000 AED 000
Other related party
Oman Refreshments Company Limited, net (Note 10 & 12} 254 615

Outstanding balances at the year-end arise in the normal course of business. For the year ended 31 December 2018,
the Company has not recorded any impairment of amounts owed by related partics (2017: Nil).
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21 TERM LOANS

Current Non-current

poriion portion Tatal

AED 000 AED 000 AED 000
Loan 1 {a) 34,000 - 34,000
Loan 2 {b) 7,371 13,991 21,362
Loan 3 {¢) 3,199 6,073 9,272
Balance at 31 December 2018 44,570 20,064 64,634

Current Non-current

portion portion Total

AED 000 AED'GO0 AED ‘000
Loan 1 (a) 34,000 34,000 68,000
Loan 2 (b) 5,926 16,850 22,776
Loan 3 (¢} 3,193 9,109 12,302
Balance at 31 December 2017 43,119 59,959 103,078
(a) The Company obtained a term loan from a local bank to finance the construction of an office and plant

facility (Greenfield Project) at DIP. As approved by the Board of Directors of the Company, this loan was
capped at AED 170 million with § years repayment period. The repayment started from January 2015 and
will end in July 2019. The loan carries interest at 3 months EIBOR plus margin as per market. The toan is
sccured by assignment of leasehold rights over the plot and chatiel morigage and assignment of insurance
benefits over plant & machinery. (Note 6).

(b & c) The Company obtained two term loans denominaled in US Dollar to finance the acquisition of new plant

22

and machinery. The loans are repayable in 14 semi-annual instalments commenced from 15 January 2015
and carry interests at 6 months LIBOR plus margin as per market. In AED terms, the outstanding amount as
of 31 December 2018 is AED 30,634 thousand (31 December 2017: AED 35,078 thousand). In dollar terms,
the cutstanding amount as of 31 December 2018 is USD 8,316 thousand (31 December 2017: USD 9,545
thousand).

OPERATING LEASE COMMITMENTS

The Company leases land, staff accommeodations, office and warehouse premises and vehicles under operating lease
agreements. The leases typically run for a period of 1 year 1o 30 years with an optien to renew the lcase after that
date. The future aggregate minimum lease payments undet non-cancellable operating leases are as follows:

2018 2047
AED 000 AED'000
Within | year 14,371 15,294
After onc year but not more than five years 43,357 28,645
More than § years 109,219 114,729
Tolal operating lease expenditure contracted for at the reporting date 166,947 158,668
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23  CONTINGENCIES AND CAPITAL COMMITMENTS

2018 2017
AED'000 AED 00
Bank guarantees 12,577 11,659
Capital commitments - conlracted 1299 11,186

During the third quarter of 2018, the Company filed objections with regards to the excise duty levied by the Federal
Tax Authority’s (“Authority™} on the inventory in hand of carbonated drinks as on 1 October 2017 being the effective
date of the excise duty. The objections were filed for penalties relating to excisc duty for an amount of aboult AED 24
miltion. As at the reporting date, the Company is yet to receive the decision [rom the Disputes Settlement Committee
on the objections filed and will update the Dubai Financial Market accordingly when the Committee issues its verdict.

24  SEGMENT REPORTING

The Company operates in a single reporting segment of canning, bottling, distribution and trading of soft drinks and
related beverages products. All the relevant information relating to this reporting/operating segment is disclosed in
the statement of financial position, income statement and notes to the financial stalements.

Additiona) information required by IFRS 8 Segment Reporting, is disclosed below:
al Information about geographical segments

During the year ended 31 December 2018, revenue from customers located in the Company’s country of domicile
(UAE) is AED 517 million {year ended 31 December 2017; AED 753 million) and revenue from customers outside
UAE (foreign customers) is AED 79 million (year ended 31 December 2017: AED 118 million).

b) Major customer

During the year ended 31 December 2018, there was one customer of the Company with revenues greater than 10%
of the total revenue of the Company {2017: Nil).

25 RISK MANAGEMENT

Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises three types of risk: interest rate risk, currency risk and other price
risk, such as equity price risk. Financial instruments affected by market risk include term loans, bank deposits,
investment securitics and derivative financiel instruments.

Interesi rate risk

laterest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. The Company's exposure to the risk of changes in market interest rates relates
primarily to the Company's long-term debt obligations with floating interest rates,

The Company is exposed to interest rate risk on its intcrest bearing assets and Habilities (bank deposits and term
loans).
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25 RISK MANAGEMENT (continued)

Market risk (continued)

Interest rate risk {continued)

The following tablec demonstrates the sensitivity of the income statement 10 reasonably possible changes in interest
rates, with all other variables held constant. The sensitivity of the income statement is the effect of the assumed
changes in interest rates on the Company’s resuit for one year, based on the floating rate financial assets and financial
liabilities held at 31 December.

There is no impact on the Company’s equity.

Increase/ Effect on
decrease profit for the
in basls year
points AED'000
2018
AED +50 (323
AED -50 323
2017
AED +50 (515)
AED -50 515

Currency risk

Foreign currency risk is the risk that the fair value or future cash flows of an exposure will fluctuate because of
changes in foreign exchange rates, The Company had the following significant net exposures denominated in foreign
currencies in the form of bank balances and term loans.

2018 2047
AED'000 AED'000
equivalent equivalent
Net assets:
Euro 41 43

The below analysis calculates the effect of a reasonably possible movement of the AED currency rate against the
above mentioned currency, with all other variables held constant, on the income (due to the fair value of currency
sensitive monetary assets and liabilitics).

Effect on
other
Effect on comprehensive
Increase’ profit for income for
decrease the year the year
in exchange rate increase’ increase/
to the AED {decrease) (decrease)
AED'000 AED000
2018 +5%, 2 i
-5% (2) -
2017 +5% 2 -
-5% (2) -
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25 RISK MANAGEMENT (continued)

Equity price risk

Equity price risk is the risk that the fair value of equities decreases as a result of changes in the levels of equity index
and the value of individual stocks. The Company’s listed equity security is susceptible to market price risk arising
from uncertainties about future values of the investment security.

I'he effect on equity (fair value reserve) as a result of a change in the fair value of equity instrument quoted on Muscat
Securities Market — Oman and held as available-for-sale at 31 December 2018 and 31 December 2047, due to
reasonably possible changes in the prices of these guoted shares held by the Company, with all other variables hetd
constant, is as follows:

2018 2017
Increase/ Effect on Increase / Effect on
decrease eqully (fair decrease equity {fair
Market index — Muscat Securities in market value reserve) in market {value reserve)
Market (Oman) prices % AED000 prices % AED'000
Impact of change 1n market prices +10% 11,500 +10% 13,884
-10% (11,500) -10% (13,884)

Credit risk
Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument or customer contract,

leading to a financial loss. The Company is exposed to credit risk from its operating activities (primarily trade
receivables) and from its financing activities, including deposits with banks and financial institutions and other
financial instruments.

The Company seeks to limit its credit risk with respect to customers by setting credit limits for individual customers
and moniloring outstanding receivables. The Company limits its credit risk with regard to bank deposits by only
dealing with reputable banks. The Company also manages the risk through dealings with large diversified base of
customers as well as local and foreign banks.

Credit risk is limited to the carrying values of financial assets in the statement of financial position,
With respect to credit risk arising from other financial assets of the Company, including bank balances, trade and

other receivables, the Company’s exposure to credit risk arises from default of the counterparty, with a maximum
exposure egual to the carrying amount of these instruments.

2018 2017
AED000 AED 000
Bank balances and deposits 94,810 165,525
Trade receivables 113,752 87,373
Due from a related party 37l 615
Other receivables 57,680 28,886
266,613 282,399

Bunk balances
The Company limits its credit risk with regard to bank balances by dealing only with reputable banks. The eredit
risk is limited to the carrying values of the financial assets.

Trade receivables and contract assets

Customer credit risk is managed subject to the Company’s established policy, procedures and control relating to
customer credit risk management. Credit limits are established for all customers based on internal criteria, Outstanding
trade receivables and contract assets are regularly monitored. The requirement for an impairment is analysed at each
reporting date on an individual basis for major clients.
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25§ RISK MANAGEMENT (continued)

Credit risk (continued)

Trade receivables and contract assefs (continued)

An impairment analysis is performed al each reporting date using a provision matrix to measure expected credit
losses. The provision rates are based on days past due for groupings of various customer segments with similar loss
patterns {i.e,, geographical region, product type, customer type and rating, and coverage by letters of credit or other
forms of credit insurance). The calculation reflects the probability-weighted outcome, the time value of money and
reasonable and supportable information that is available at the reporting date about past events, current conditions
and forecasts of future economic conditions.

The provision matrix is initially based on the Company’s historical observed default rates. The Company will calibrate
the matrix to adjust the historical credit loss experience with forward-looking information. At every reporting date,
the historical obscrved default rates are updated and changes in the forward-looking estimates are analysed. The
asscssment of the correlation between historical observed default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to changes in circumstances and of forecast economic
conditions. The Company's historical credit loss experience and forecast of economic conditions may also not be
representative of customer’s actual default in the future. The Company evaluates the concentration of risk with respect
to trade receivables and contract assets as low, as its customers are located in several jurisdictions and industries.

Liquidity risk

The Company limits its liquidity risk by ensuring that adequate internally generated funds and bank facilities are
available, The Company’s terms of sales require amounts to be paid within 30 to 60 days from the date of sale, Trade
payables are normally settled within 30 to 90 days from the date of purchase.

The table below summarises the maturitics of the Company’s undiscounted financial liabilities at 31 December, based
on contractual payment dates and current market interest rates.

At 31 December 2018

Less than G6lo 12 ltws

6 months months years Total

AED'000 AED000 AED')06 AED000
Trade and other payables 115,649 - - 115,649
Term loans 22,694 22,900 21,088 66,682
Total 138,343 22,900 21,088 182,331
At 31 December 2017

Less than Grol2 lfws

6 months months years Total

AED'000 AED'000 AED'000 AED 000
Trade and other payables 118,267 894 - 119,161
Term loans 22,009 22,270 60,920 105,199
Total 140,276 23,164 60,920 224,360

Capital management
The primary objective of the Company's capital management is to ensure that it maintains a healthy capital ratio in
order to support its business and maximise shareholders’ value.

The Company manages its capital structure and makes adjustments te it in light of changes in business conditions.
No changes were made in the objectives, policies or processes during the years ended 31 December 2018 and 31
December 2017, Capital comprises share capilal, reserves and retained earnings and is measured at AED 898 million
as at 31 December 2018 (2017: AED 950 million).
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26 FAIRVALUE OF DERIVATIVES

Cash flow hedges

The Company also uses forward commeodity contracts to manage some of its financing transaction exposures, highly
probable transactions and commitment. The hedging relationship and objective, including details of the hedged item
and hedging instcument, are formally documented and the transaction is accaunted for as a cash flow hedge.

The cash flow hedges were assessed to be effective and as at 31 December 2018, a net unrealised loss of AED 2,511
thousand (2017: net unrealised gain of AED 579 thousand) was included in other comprehensive income in respect
of these contracts.

The table below shows the positive and negative fair values of derivative financial instruments including cash flow
hedges, which are equivalent to the market values, together with the notional amounts analysed by the term to
maturity. The notional amount is the amount of a derivative’s underlying asset, reference rate or index and is the basis
upon which changes in the value of derivatives are measured. The notional amounts indicate the volume of
transactions outstanding at year-end and are neither indicative of the market risk nor credit risk.

Notlonal amounts by
term to maturity

Posltive Negative Notional Within 1-5
Salr value Sair value amount 1 year years
AED 000 AED'000 AED'000 AED'000 AED'060
Derivatives
Designated as cash flow hedge - 1,281 17,060 17,060 -
31 December 2018 “ 1,281 17,060 17,060 =
Notional amounts by
lerm lo maturity
Positive Negative Notional Within i-3
fair value Jair value amount I year years
AED'G00 AED 000 AED'000 AED 000 AED'060
Derivatives
Designated as cash flow hedge 1,230 - 10,898 10,898 -
31 December 2017 1,230 - 10,898 10,898

The fair value of derivatives is presented in the statement of financial position as:

2018 2017
AED'000 AED'000
Negativce fair value of derivatives — current liabilites (Note 12) 1,281 -
Positive fair value of derivatives — current assets (Note 10) - 1,230

39



Dubai Refreshment (P.J.S.C.)
NOTES TC THE FINANCIAL STATEMENTS
At3] December 2018

27 FAIR VALUES OF FINANCIAL INSTRUMENTS
Financial instruments comprise financial assets and financial liabilities.

Financial assets consist of cash on hand and bank balances, receivables, contract assets, derivatives and investiment
securities. Financial liabililies consist of bank borrowings, payables, contract liabilities and derivatives.

The fair values of financial instruments are not materially different from their carrying values,
Fair value hierarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments by
valuation technique:

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

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that are not base on
observable market data.

Asat 31 December 2018, the Company held the following financial instruments measured at fair value:

Assets measured at fair value

31 Dec 2018 Level I Level 2 Level 3
AED'000 AED'000 AED*000 AED000
Investment securities
Quoted equity shares
Consumer products sector (Note 8) 115,001 115,001 - -
31 Dec 2018 Level I Level 2 Level 3
AED'000 AED'00) AED 000 AED'900
Negative fair value of derjvatives
- held as cash flow hedge (Note 12) 1,281 - 1,281 -

As at 31 December 2017, the Company held the fellowing financial instruments measured at fair value:

Assets measured al fair value

31 Dec 2017 Level 1 Level 2 Level 3
AED000 AED 000 AED 000 AED'000
Investment securities
Quoted equity shares
Consumer products sector (Note 8) 138,838 138,838 - -
31 Dec 2017 Level } Level 2 Level 3
AED 000 AED'000 AED'600 AED'000
Positive fair value of derivatives
- held as cash flow hedge (Note 10} 1,230 - 1,230 .

During the years ended 31 December 2018 and 31 December 2017, there were no transfers between the various levels
of fair value measurements.
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28 NON-CASH TRANSACTIONS

The following non-cash transactions have been excluded from the statement of cash flows:

31 December 3! December

2018 2017
AED00D AED'000
Transfer of Mosque from property, piant and equipment (Note 6) 5913 -

29  OTHER INFORMATION

The Company did not have any investments in or business relationship with the Abraaj Group as of 31 December
2018.
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