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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC 
 

Report on the audit of the consolidated financial statements 

Our opinion  
 
In our opinion, the consolidated financial statements present fairly, in all material respects, the consolidated 
financial position of SHUAA Capital PSC (the “Company”) and its subsidiaries (together the “Group”) as at 
31 December 2021, and its consolidated financial performance and its consolidated cash flows for the year 
then ended in accordance with International Financial Reporting Standards. 
 
What we have audited 
 
The Group’s consolidated financial statements comprise: 
● the consolidated statement of financial position as at 31 December 2021; 

● the consolidated statement of profit or loss for the year then ended; 

● the consolidated statement of comprehensive income for the year then ended; 

● the consolidated statement of changes in equity for the year then ended; 

● the consolidated statement of cash flows for the year then ended; and 

● the notes to the consolidated financial statements, which include significant accounting policies and 

other explanatory information.  

 

Basis for opinion  
 
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities 
under those standards are further described in the Auditor’s Responsibilities for the Audit of the 
Consolidated Financial Statements section of our report.  
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our opinion.  
 

Independence 
 
We are independent of the Group in accordance with the International Code of Ethics for Professional 
Accountants (including International Independence Standards) issued by the International Ethics 
Standards Board for Accountants (IESBA Code) and the ethical requirements that are relevant to our audit 
of the consolidated financial statements in the United Arab Emirates. We have fulfilled our other ethical 
responsibilities in accordance with these requirements and the IESBA Code. 
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Our audit approach 
 
Overview 
 

Key Audit Matters • Impairment of goodwill and indefinite-life intangible assets 

• Measurement of Expected Credit Losses (“ECL”) 

• Valuation of financial instruments (Level 3) 

• Impairment of investments in associates 

• Consolidation – control assessment 

 
As part of designing our audit, we determined materiality and assessed the risks of material misstatement 
in the consolidated financial statements. In particular, we considered where management made subjective 
judgements; for example, in respect of significant accounting estimates that involved making assumptions 
and considering future events that are inherently uncertain. As in all of our audits, we also addressed the 
risk of management override of internal controls, including among other matters consideration of whether 
there was evidence of bias that represented a risk of material misstatement due to fraud. 
 
We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion 
on the consolidated financial statements as a whole, taking into account the structure of the Group, the 
accounting processes and controls, and the industry in which the Group operates. 
 

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

Key audit matter How our audit addressed the key audit matter 

 
Impairment of goodwill and indefinite-life 
intangible assets 
 
As part of the purchase price allocation 
performed in 2019 upon the merger of SHUAA 
and Abu Dhabi Financial Group (“ADFG”), 
significant goodwill and indefinite-life intangible 
assets have been identified and recorded in 
the Group’s consolidated statement of financial 
position as at 31 December 2021.  
 
As per IAS 36, management is required at 
least on an annual basis to assess whether 
there is any indication that an asset may be 
impaired and if so, perform an assessment to 
determine any impairment using the higher of 
fair value less costs to sell and value in use. 
 

 

 
 
 
Our approach to addressing this key audit matter 
included the following procedures: 

 
● Comparing the budgeted cash flows for the 

year 2021 to the actual performance. 
 

● Reviewing the methodology and significant 
cash flow discount and growth rate inputs 
used by management in the value in use 
(“ViU”) calculation and performing the 
following procedures to obtain an 
understanding of the cash flows projections 
related to each cash generating unit (“CGU”): 

o Inquiry with management on 
business plans; 

o Review of supporting business 
plans, management budgets and 
forecasts; and 

o Reviewing minutes of meetings in 
relation to future plans. 
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Key audit matters (continued) 
 
Key audit matter How our audit addressed the key audit matter 
 
Impairment of goodwill and indefinite-life 
intangible assets (continued) 
 
During 2021, an improvement in the economy 
of the region was observed as countries 
vaccinated a significant percentage of their 
population, however, unpredictability and 
business disruption caused by COVID-19 and 
rising inflation worldwide were considered 
impairment indicators. 
 
We determined that the impairment of goodwill 
and indefinite life intangible assets is significant 
to the audit of the current year’s consolidated 
financial statements due to materiality of the 
amounts involved and significant judgement 
exercised by management in: 
 

● the determination of the expected cash 
flows related to each CGU; 

● the determination of the discount rates 
used by management in the value in 
use calculations; and 

● the determination of the growth rates 
used by management in the expected 
cash flows in Note 16. 

 

 
 

● Reviewing and comparing the 
appropriateness of discount rates used by 
management in the value in use calculations 
to industry benchmarks and economic 
forecasts; 
 

● Reviewing management’s assumptions for 
expected cash flows in accordance with the 
requirements of IAS 36, impairment of 
Assets. 
 

• Assessing the appropriateness of 
disclosures made in the consolidated 
financial statements in relation to goodwill 
and indefinite-life intangible assets presented 
in Note 16 and note 31. 

 
Measurement of ECL 
 
The Group applies ECL on all its financial 
assets measured at amortised cost and 
financial guarantee contracts including 
financing commitments. 
 
The Group exercises significant judgement and 
makes a number of assumptions in developing 
its ECL models, which include probability of 
default, determining loss given default and 
exposure at default for both funded and 
unfunded exposures, forward looking 
adjustments and staging criteria. For defaulted 
exposures, the Group exercises judgements to 
estimate the expected future cash flows related 
to individual exposures, including the value of 
collateral. 
 
The Group’s impairment policy under IFRS 9 is 
presented in Note 3.12 to the consolidated 
financial statements.  
 
 

 
 
 
Our approach to addressing this key audit matter 
included the following procedures: 
 

● Understanding key controls including the 
overall governance and reporting structure 
over the ECL model and key assumptions 
used; 
 

● Testing the completeness and accuracy of 
the data used in the calculation of ECL; 

 
● Verifying the appropriateness of the Group’s 

application of the staging criteria for a 
sample of exposures;  
 

● For a sample of exposures, we assessed the 
appropriateness of determining Exposure at 
Default (EAD), including the consideration of 
repayments and collateral; 
 

● Assessing the conceptual framework used 
for developing the Group’s impairment policy 
in the context of its compliance with the 
requirements of IFRS 9; 
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Key audit matters (continued) 
 

Key audit matter How our audit addressed the key audit matter 
 
Measurement of ECL (continued) 
 
We determined that the estimation of ECL is 
significant to the audit of the current year’s 
consolidated financial statements due to: 
 
- Significant judgement required by 

management in the staging criteria 
applied to the financial assets as well as 
in developing ECL models for calculating 
its impairment provisions; and 

 
- Effort necessary to evaluate audit 

evidence as the measurement of 
expected credit losses is a complex 
calculation that involves a large volume of 
data, interrelated inputs and assumptions.  

 
Further details on credit risk management are 
disclosed in Note 25. 

 

• Assessing the reasonableness of Loss Given 
Default (“LGD”) and exposure at default 
(“EAD”) for the Group’s classes of financial 
assets. 

 

• Involvement of auditor's experts to assess 
the following areas: 

 
○ ECL modelling methodology and 

calculations used to compute the 
Probability of default (“PD”). The 
appropriateness of methodology was 
assessed giving specific consideration to 
management overlays. 

○ Reasonableness of the assumptions 
made in developing the modelling 
framework including assumptions used 
for estimating forward looking scenarios 
and significant increase in credit risk. 

○ The appropriateness of the ECL 
calculation and its interrelated inputs, 
methodology and assumptions.  

 

• For the Stage 3 exposures, the 
appropriateness of provisioning assumptions 
were independently assessed for a sample of 
exposures selected on the basis of risk and 
the significance of individual exposures. An 
independent view was formed on the levels 
of provisions recognised, based on the 
individual exposures and counterparty 
information available; and 

 

• Assessing the disclosures made in the 
consolidated financial statements to ensure 
compliance with IFRS 7 and IFRS 9. 

 

 
Valuation of financial instruments (Level 3) 
 
The Group’s investment securities portfolio 
includes certain level 3 securities for which 
the Group determines the fair value using 
discounted cash flow models, residual value 
and third-party net asset valuations (NAVs) 
that use significant unobservable inputs.  
- Unobservable inputs require the use of 

significant judgement. The key 
unobservable inputs used in the 
models of such unquoted securities 
includes discount rates, growth rates, 
future cashflows and adjusted book 
values. 

 
Our approach to addressing this key audit matter 
included the following procedures: 
 

• Evaluation by our experts of the 
methodologies and significant inputs used by 
the Group in the valuation models; and 
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Key audit matters (continued) 
 

Key audit matter How our audit addressed the key audit matter 

Valuation of financial instruments (Level 3) 
(continued) 
 
We determined that the fair value of unquoted 
securities is significant to the audit of the current 
year’s consolidated financial statements due to the 
high degree of measurement uncertainty in the 
unobservability of the inputs used in the valuation 
models.  
 
Further details of financial instruments are 
disclosed in Note 24. 
 

 
● Testing, with involvement of our experts, the 

fair values of a sample of unquoted 
securities. Depending on the nature of the 
security, key unobservable inputs including 
future cash flows were compared to relevant 
information or independent estimates of fair 
value were developed and compared to the 
fair values determined by the Group. 
 

● Assessing the disclosures made in the 
consolidated financial statements to ensure 
compliance with IFRS 7, IFRS 9 and IFRS 
13. 
 

 
Impairment of investments in associates 
 
As per IAS 10 - Events after the reporting period, 
the transaction between Qannas Investments 
Limited (“QIL”), an associate of the Group, and a 
third party on 17 January 2022 resulting in a net 
loss is considered an indicator of impairment of 
the Group’s investment in QIL. 
 
We determined that the impairment of the 
investment in QIL is significant to the audit of the 
current year’s consolidated financial statements 
due to materiality of the amounts involved and 
significant judgement exercised by management 
in: 
 

● the determination of the fair value of the 
Group’s investment in the associate 
subsequent to the transaction; 

● the determination of the discount rates 
used by management in determining  the 
fair value of consideration received; and 

● the classification and valuation of the 
assets received IFRS 9 - Financial 
Instruments. 

 
Further details of impairment in investment in 
associate are disclosed in Note 14 and 31. 
 

 
Our approach to addressing this key audit matter 
included the following procedures: 
 

● Obtaining an understanding of the 
transaction entered into by the associate by: 

o Reviewing the QIL board materials 
and resolutions for the transaction 
approvals; 

o Reviewing the transaction 
agreements, conditions and 
contingencies. 

 
● Testing the completeness and accuracy of 

the assets and liabilities included in the 
transaction by reviewing asset swap 
agreements and title transfer documents. 
 

● Testing, with involvement of our experts,  
the appropriateness of the Group’s 
assessment and application of the IAS 10, 
IAS 36 and IFRS 13 standards in the 
recognition of impairment of the investment 
in associate. 
  

● Reviewing and comparing the 
appropriateness of classification under IFRS 
9 and discount rates used by management 
in the fair value calculations of consideration 
received to industry benchmarks; and  
 

• Assessing the appropriateness of 
disclosures made in relation to the 
subsequent event and the impairment in the 
investment in associate in Note 31. 
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Key audit matters (continued) 
 

Key audit matter How our audit addressed the key audit matter 

 
Consolidation – control assessment 
 
A key criteria for consolidation under IFRS 10 
requires control through ownership of a majority of 
the voting power of an investee and exposure or 
rights to variable returns. Control assessments 
can be judgemental and involve complex analysis 
which need to be carefully reviewed. 
 
Considering the Group’s nature of business, 
determining whether the Group has control over 
an investee is judgmental and involves a critical 
assessment of the purpose and design of an 
investee, nature of rights – substantive or 
protective in nature, assessment of existing and 
potential voting rights, whether an investor is a 
principal or agent when exercising its controlling 
power, relationships between investors and how 
they affect control and the existence of power 
over specified assets.  
 
We considered control assessment to be a key 
audit matter in view of the judgement involved and 
its potentially significant impact on the 
consolidated financial statements. 
 
Further details are disclosed in Note 1 and 4. 
 

 
Our approach to addressing this key audit matter 
included the following procedures: 
 

● Assessing the potential voting power 
through inspection of ownership and related 
documents.  
 

● Assessing the Group’s exposure or rights to 
variable returns from the investee by 
inspecting underlying agreements. 
 

● Assessing the ability of the Group to use its 
power over the investee to affect the 
amount of returns which the Group is 
entitled to earn from the investee. 
 

• Assessing the appropriateness of 
disclosures made in the consolidated 
financial statements in accordance with 
IFRS 10. 

 

Other information  
 
Management is responsible for the other information. The other information comprises the Annual report 
(but does not include the consolidated financial statements and our auditor’s report thereon). We 
obtained the Board of Directors' Report prior to the date of this auditor’s report and the remaining 
information of the annual report is expected to be made available to us after that date. 
 
Our opinion on the consolidated financial statements does not cover the other information and we do not 
and will not express any form of assurance conclusion thereon. 
 
In connection with our audit of the consolidated financial statements, our responsibility is to read the 
other information identified above and, in doing so, consider whether the other information is materially 
inconsistent with the consolidated financial statements or our knowledge obtained in the audit, or 
otherwise appears to be materially misstated. 
 
If, based on the work we have performed, on the other information that we obtained prior to the date of 
this auditor’s report, 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.  
 
When we read the remaining information of the annual report of the Group, if we conclude that there is a 
material misstatement therein, we are required to communicate the matter to those charged with 
governance.  
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

Responsibilities of management and those charged with governance for the 
consolidated financial statements 
 
Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with International Financial Reporting Standards and their preparation in 
compliance with the applicable provisions of the UAE Federal Law No. (2) of 2015 as amended, and for 
such internal control as management determines is necessary to enable the preparation of consolidated 
financial statements that are free from material misstatement, whether due to fraud or error.  
 
In preparing the consolidated financial statements, management is responsible for assessing the Group’s 
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and 
using the going concern basis of accounting unless management either intends to liquidate the Group or 
to cease operations, or has no realistic alternative but to do so.  
 
Those charged with governance are responsible for overseeing the Group’s financial reporting process. 
 

Auditor’s responsibilities for the audit of the consolidated financial statements 
 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a 
guarantee that an audit conducted in accordance with ISAs will always detect a material misstatement 
when it exists. Misstatements can arise from fraud or error and are considered material if, individually or 
in the aggregate, they could reasonably be expected to influence the economic decisions of users taken 
on the basis of these consolidated financial statements.  
 
As part of an audit in accordance with ISAs, we exercise professional judgement and maintain 
professional scepticism throughout the audit. We also: 
 

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

 
● Obtain an understanding of internal control relevant to the audit in order to design audit procedures 

that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Group’s internal control.  

 
● Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 

estimates and related disclosures made by management.  
 
● Conclude on the appropriateness of management’s use of the going concern basis of accounting 

and, based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Group’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in our auditor’s report to 
the related disclosures in the consolidated financial statements or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to 
the date of our auditor’s report. However, future events or conditions may cause the Group to cease 
to continue as a going concern.  
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Independent auditor’s report to the shareholders of SHUAA 
Capital PSC (continued) 
 

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

 

● Evaluate the overall presentation, structure and content of the consolidated financial statements, 

including the disclosures, and whether the consolidated financial statements represent the underlying 

transactions and events in a manner that achieves fair presentation. 

 

● Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 

business activities within the Group to express an opinion on the consolidated financial statements. 

We are responsible for the direction, supervision and performance of the Group audit. We remain 

solely responsible for our audit opinion. 

 
We communicate with those charged with governance regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant deficiencies in 
internal control that we identify during our audit.  
 
We also provide those charged with governance with a statement that we have complied with relevant 
ethical requirements regarding independence, and to communicate with them all relationships and other 
matters that may reasonably be thought to bear on our independence, and where applicable, related 
safeguards.   
 
From the matters communicated with those charged with governance, we determine those matters that 
were of most significance in the audit of the consolidated financial statements of the current period and 
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or 
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we 
determine that a matter should not be communicated in our report because the adverse consequences of 
doing so would reasonably be expected to outweigh the public interest benefits of such communication.  
 

Report on other legal and regulatory requirements 
 
Further, as required by the UAE Federal Law No. (2) of 2015 as amended, we report that for the year 
ended 31 December 2021: 
 
i) we have obtained all the information we considered necessary for the purposes of our audit; 
 
ii) the consolidated financial statements have been prepared and comply, in all material respects, with 

the applicable provisions of the UAE Federal Law No. (2) of 2015 as amended;   
 
iii) the Group has maintained proper books of account; 
 
iv) the financial information included in the Board of Directors’ Report is consistent with the books of 

account of the Group;  
 
v) as disclosed in note 24.1 to the consolidated financial statements the Group has purchased or 

invested in shares during the year ended 31 December 2021; 
 
vi)    note 23 to the consolidated financial statements discloses material related party transactions and 

the terms under which they were conducted;  
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