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INDEPENDENT AUDITOR'S REPORT v deictle. cam

The Shareholders of

Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)
Dubai

United Arab Emirates

Report on the Consolidated Financial Statements

We have audited the consolidated financial statements of Dubai Islamic Insurance & Reinsurance Co.
{Aman) (PSC) (the “Company™) and its Subsidiarics {collectively the “Group™), which comprise the
consolidated statement of financial position as at 31 December 2011, and the conselidated income
statement, consolidated statement of comprehensive incame, consolidated statement of changes in equity
and consolidated statement of cash flows for the year then ended, and a summary of significant
accounting policies and other explanatory information.

Management 's Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation of these consolidated financial statements in accordance
with the International Financial Reporting Standards (IFRS), and for such internal contral as management
determined is necessary to enable the preparation of the consolidated financial statements that are free
fram material misstatements whether due to fraud or errors,

Auditor 's Responsibiliry

Our responsibility is to express an opinion on these consolideted financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to feaud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements 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 entity's internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by menagement, as well as evaluating the
overall presentation of the financial statements.

We helieve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for

our audit opinion,
Cont’d. ..
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INDEPENDENT AUDITOR'S REPORT (continued)

Cpiricn

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial
position of Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC) and its Subsidiaries (the “Group™)
as of 31 December 2011, and the Group's financial performance and its cash flows for the vear then
ended in accordance with International Financial Reporting Standards (IFRS).

Report on Other Legal and Regulatory Requirements

Also, in our opinion, the Company has maintained proper books of account. We ebtained all the information
which we considered necessary for our audit, According to the information available to us, there were no
contraventions during the year of the UA.E. Federal Commercial Companies Law No. 8 of 1984, ag
amended, and of the ULA.E. Federal Law No. 6 of 2007, concerning formation of Insurance Authority of
U.AE., or the Company's Articles of Association which might have materially affected the financial
position of the Company or the results of its operations.

Deloitte & Touche (M.E.)

Anis Sadek Il
Registration Number 521 ) o
23 February 2012 ~Delo;



Dubai Islamic Insurance & Reinsurance Co. {Aman) (PSC)

Consolidated statement of financial position
at 31 December 2011

Note

ASSETS
Cash and cash equivalents 5
Investment deposits f
Retakaful contract assets 7
Takaful receivables B
Other financial assets measured at fair value

through other comprehensive income (FYTOCIT) 9
Other financial assets measured at falr value

throwgh profit and loss (FVTPL) g
Prepayments and other receivables 10
[nvestment property 11
Furniture and equipment 12
Total Assets

LIABILITIES, FOLICY HOLDERS® FUND AND EQUITY
Liabilities

Due 1o Bank 13
Trade and other pavables 14
Takaful payables 15
Due to a related party 29
Takaful contract liabilities 7
ljara pavables 16

Amounts held under retakaful treaties
Total labilities

Policvholders® Tand

Deficit in policyholders” fund

ard Hasan from sharcholders

Proposed profit distribution to policyholders
Policyholders™ investments revaluation reserve

Total deficit in policyholders” fund 17

Total Policyholders” Fund and Liabilities

Equity

Share capital 18
Statutory reserve 19
General reserve 20

(A ccumulated lossesyretained eamings
Investments revaluation reserve - FYTOC]

Equity atiributable to sharcholders of the Parent
Mon-conirolling interest

Total Equity

Total Liabilities, Policyholders® Fund and Equity

TR

011
AED

22,038,098
35,000,000
158,830,252
82,956,107

55,617,741

28,042,851
20,059,297
64,352,585

2,073,055

468,969,986

i R T

15,263,775
33,554,492
40,878,818
359.677
243,284,300
16,400,000
3,699,639

353,440,791

(31,773,120)
31,773,120
1,765,346
(20,786,256)

(19,020,910}

334,419,881

225,750,000
16,453,241
16,453,241

(19,318,830)

(102,655,247)

136,682,405
(2,132.300)

134,550,105

468,969,986

el 4

{ . | i ;;;--f_q_—_:—"_——_
R

2010
AED

19,283,809
19,738,870
168,877,079
90,773,757

66,150,258

51,270,705
21,229,398
64,352,585

|, B56,866

523,533,327

14,841,520
44,416,582
45,963,947

254,869,161
8,507,360
4,469,126

373,067 6594

(18,870,398)
18,870,398
1,765,751

(28,172,724)

(26,406,975)

346,660,721

210,000,000
16,453,241
16,453,241
18,340,656

(84,526,062)

176,721,076
151,530

176,872,606

323,333,327

Hussein Mohammed Al Meeza | ~===_____—Mohammad Omeir Al Mehairi

Managing Director / CEQ

Chairman

Tf],E accompanying notes form an integral part of these consolidated financial starements,

[



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Consolidated Income Statement
for the year ended 31 December 2011

Attributable to policyholders
Takaful ineome

Takaful contribartions
Retakaful contributions ceded

Mt Takaful eontributions
Commission received on ceded retakeaful
Policy and survey fees

Takaful cxpenses
Ciross elaims incurred
Retakaful share of claims

Mel claims incurred
Commissions paid
Excess of loss of Takaful contributions

Net Takaful income
Wakala [ees

Net (loss)income from Takaful operations
Investment loss
Mudarib’s share

iLoss) fincome for the year

Attributable to sharcholders
Income

Investment loss

Wakala fees from policyhelders
Mudarib's share from policyholders

Expenses
General and administrative expenses
{(Write off) fback of Qard Hasan to policyholders' fund

{Loss)/profit for the year
Attributable to:

Sharcholders of the parent
Mon-controlling inierests

{Loss)enrnings per share

Mle 2011
AED
21 10,332,964
21 (384,047,109)
21 126,285,855
10,046,429
T.763,954
144,096,238
22 (108,274,710
) 21,660,549
22 (86,613,861)
{20,354,649)
(4,122,668)
(H1T,091,178)
25,005,060
23 (44,312,021}
(11,506,910
24 (1,395, 761)
23 .
(12,902,722)
24 (6,704,491}
23 44,512,021
23 -
37,807,530
25 (47,253,789)
(12,902,722)
(60,156,511)
{22.348,951)
(20,065,151)
(2,243,830)
(22,348,981 )
26 {0.10)

The accompanying notes form an integral part of these consolidated financial statements,

2010
AED

628,201,753
(485,525 049)
142,676,704

11,515,548
£,140,778
162,333,030
(147 080,286)
69,759,410
(77.320.878)
(18,415,680
(3,556,749)
(09 293 3035)

63,039,725
(48,354,797

14,684,928
(277.692)

14407226

(588,790)
48,354,797

47,766,007

{40,995, 465)
I4.407,236

(26,588.233)

21,177,774

21,177,774



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Conselidated statement of comprehensive income
for the year ended 31 December 2011

(Laoss) / Profit for the vear

Other comprehensive loss
Lnrealized loss on revaluation of financial assets measured at
Fv Tl

Total comprehensive (loss)/ income for the year
Attributable to:

Shareholders of the parcnt
Non-controlling interests

5
2011 2010
AED AED
(22,348981) 21,177,774
(18,129,185)  (9,644.317)
(40,478,166) 11,533,457
(38,194,336) 11,533,457
(2,283,830) .
(40,478,166) 11,533,457

The accompanying notes form an integral part of these consolidated financial statements
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Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Consolidated statement of cash flows
for the yvear ended 31 December 2011

Cash flows from operating activities
{Loss)/profit for the year
Adjustments for:

Depreciation

Loss on revalistion of other financial assets measured at FYTPL

Gain on sale of furniture and equipment
Allowance: for doubtlul debis
Provision for emplovees” end of service benefits

Changes in operafing assets and liabilities:

Decrease/finerease) in other financial assets measured al FYTPL

Decreasefinerease) in retakaful contract ass21s
Decrease/(increase) in Takalul receivables
Increase in prepayments and other receivables
{Decrease)increase in Takaful contract liabilities
Decrease in amounts held under retakaful treaties
Decrease in Takaful payables
{Decrease)increase in trade and other payables
Increase in due to a related party

Cash used in operations
Employees® end of service benefits paid

Met cash used in operating sctivities

Cash Mows from investing aclivities

Purchase of furnitere and equipment

Proceeds from sale of furniture and equipment
Purchase of other Anancial assets measured al FVTOCT
Receipls/{ payments) of investment deposits

Met cash from/(used in) investing activities

Cash Mows feom financing activities
ljara financing

Increase in due to bank

Decrease in policyholders' fund
Zakat paid

Payment of Directors’ fees

[nerease in non-controlling interests

Net cash from financing activities
Met increase/{decrenase) in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash eguivalents at the end of the year (Note 5)

7
2011 2010
AED AED
(12,48981) 21,177,774
1,019,039 833,398
8,275,136 8,215,452
(34,526) -
2, DU, (0 -
B15031 799,424
(10274301} 31,046,048
14,952,718 {5,114,966)
10,046,827  (12.681,850)
7,817,650 (3.345,133)
(820,899)  (1,989,459)
(11,584,771) 7,100,870
(769,487 (1375677
(5,085,129)  (15,194,429)
{11,546,756) 804,635
359,677 £
(6,913,471) (749,961
{130, 365) (165,091)
(7,043,836) (915.052)
(1,350,702} (1,152,007)
150,000 .
(210,198) {1, 840,000)
4,738,570 {3,738, 590)
3327970 (6,730,897)
7,892,640 (6,805,588)
422,255 14,841,520
(405 (1,810
(944,335)  (1,439,330)
(90 (W) (S0, D00
2 151,530
6,470,155 5,846,022
2,754,289 (1,799,927)
19,283,809 21,083,736
19,283,800

21,038,098

The accompanying notes form an integral part of these consolidated financial statements.



Dubai Islamic Insuranee & Reinsurance Co. (Aman) (PSC) &

Motes to the consolidated financial statements
for the year ended 31 December 2011

L. General information

Dubai Islamic Insurance & Reinsurance Company {Aman) (PSC) is a public shareholding company and
is registered under the Commercial Companies Law of 1984 (as amended). The Company carries out
peneral Takaful (insurance) business in secordance with the principles of [slamic Sharia'a as interpreted
by its Fatwa and Sharia Board, The Company is also licensed to engage in retakaful and life Takaful
business. The registered address of the Company is P.O. Box 157, Dubai, United Arab Emirates,

The Company obtained its commercial license on 12 March 2003 and commenced operations on 8§ April
2003,

The Companv mainly issues short term Takaful contracts in connection with motor, marine, fire and
engineering, general accident risks and group life and medical risks (collectively known as general
Takaful). The Company also invests in investment securities and properties,

The Company's business activities are subject to the supervision of its Fatwa and Sharia’a Board
consisting of three members appointed by the sharcholders, The Sharia’a Board performs a supervisory
role in order to determine whether the operations of the Company are conducted in accordance with
Sharia'a rules and principles.

AL 31 December 2011, the Group comprises of the Company and the following subsidiaries:

Place of incorporation Proportion of  Proportien
{or reglstration)  ownership of voting

Mame of subsidiary and operation profif power held Principal activity
Ul,i Lr
Howat Investmenis L.L.C United Arab Emirates aa.00 94,00 [mwestmant im commercial,

incustrial and agriculiural
cnterprises and
(TR T

Amity Health 1.1L.C. United Arab Emirates 50.49 50.49 Medical billing services

2. Adoption of new and revised International Financial Reporting Standards (IFRSs)
2.1 Standards and Interpretations effective for the current year

The following new and revised standards and interpretations have been adopted in the current year with
ne material impact on the disclosures and amounts reported for the current and prior years but may affect
the accounting for future transactions or arrangements:

= Amendments to IAS 24 Related Party Disclosures modify the definition of a related party and
simplify disclosures for governmeni-related entities.

s Amendments to IAS 32 Classification of Rights Iisues address the classification of certain rights
issues denominated in a foreign currency as either an equity instrument or as a financial liability.

s Amendments to IFRIC 14 Prepaypments of a Minimum Funding Requirement, The amendments correct
an unintended consequence of IFRIC 14 [4S 19 ~ The Limit on a Defined Bengfit Asser, Minimumn
Funding Requirements and their Interaciion.



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC) 9

Motes to the consolidated lnancial statements (continued)
for the vear ended 31 December 2011

Z Adoption of new and revised Imternational Financial Reporting Standards (IFRSs)
{continued)

2.1 Standards and Interpretations effective for the current year (continued)

s IFRIC 19 Extinguishing Financial Liabilities with Equity Instruments provides guidance regarding the
accounting for the extinguishment of a financial liability by the issue of equity instruments. In
particular equity instruments issued under such arrangements are measured at their fair value, and any
difference between the carrying amount of the financial liability extinguished and the fair value of
equity instruments issued are recognized in the income statement.

o Improvements to [FRSs issued in 2010 - Amendments to: IFRS 15 IFRS 3 (2008); IAS 1; [TAS 27
{20087; TAS34; and IFRIC 13,

2.2 Standards and Interpretations in issue but not vet effective

The CGroup has not early applied the following new standards, amendments and interpretations that have
been issued but not yet effective:

Effcctive for
annual perieds
beginning on or after

o Amendments to IFRS 7 Disclosures — Transfers of Finamcial Asseis I July 2011

increase the disclosure requirements for fransactions involving
transfers of financial assets. These amendments are intended to provide
greater transparency around risk exposures of iransactions when a
financial asset is transferred but the transferor retains some level of
continuing exposure in the assct. The amendments also require
disclosures where transfers of financial assets are not evenly
distributed througheut the period,

s IFRS 10 Consolidated Financial Statements* uses control as the single
hasis for consolidation, irrespective of the nature of the investee. [FRS
10 requires retrospective application subject to certain transitional
provisions providing an alternative treatment in certain circumstances. 1 January 2013
Accordingly 1AS 27 Separate Financial Statemenis* and IAS 28
Invesiments in Assoctates and Joint Ventwres ® have been amended for
the issuance of IFRS 1.

o IFRS |1 Joimt Avrangements*® establishes two types of joint | January 2013
arrangements: Joint operations and joint ventures. The two types of
joint arrangements are distinguished by the rights and obligations of
those parties to the joint arrangement. Accordingly IAS 28 Investmeniy
in Associgtes and Joint Vertures has been amended for the issuance of
[FRS 11.

« IFRS 12 Disclosure of Imierests in Other Enlities* combines the 1 January 2013
disclosure requirements for an entity’s interests in subsidiaries, joint
arrangements, associates and  struciured  entities  info  one
comprehensive disclosure Standard.



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC) 10

Motes to the consolidated financial statements (continued)
for the year ended 31 December 2011

X Adoption of new and revised International Financial Reporting Standards (1FRSs)
{continued)

2.2 Standards and Interpretations in issue but not yet effective (continued)

Effective for
annual periods
beginning on or after

o IFRS |3 Faoir Value Measurement issued in May 2011, establishes a | January 2013
single framework for measuring fair value and is applicable for both
financial and non-financial items.

= Amendments to IAS | = Presentation of Other Comprehensive income. 1 July 2012
The amendments retain the option to present profit or loss and other
comprehensive income in either a single statement or in two separate
statements, However, items of other comprehensive income are
required to be classified into those that will and will not subsequently
be reclassified to the income statement.

» Amendments 1o IAS 12 fncome Taxes provide an exception to the 1 January 2012
general principles of 1AS 12 for investment property measured using
the Fair value model in IAS 40 fvestment Property by the introduction
of a rebuttable presumption that the carrying amount of the investment
property will be recovered entirely through sale.

s Amendments to TAS 19 Employee Benefits climinate the “corridor
approach” and therefore require an entity to recognize changes in

2013
defined benefit plan obligations and plan assets when they occur. |- Syt

s Amendments to IFRS 7 Financial Instruments: Disclosures enhancing | January 2013
disclosures about offsetting of financial assets and liabilities.

o Amendments to 1AS 32 Financial fnstrunenis: Presentation relating 10 1 January 2014
application guidance on the offsetting of financial assets and financial
liabilities,

* In May 2011, a package of five Standards on consolidation, joint arrangements, associates and disclosures
wis issued, including IFRS 10, IFRS 11, [FRS 12, 1AS 27 (as revised in 2011) and [AS 28 (as revised in
2011}. These five standards are effective for annual periods beginming on or after 1 January 2013. Earlier
application is permitted provided that all of these five standards are applied carly at the same time.

The management anticipates that the adoption of these Standards and Interpretations will have no
material impact on the consolidated financial statements of the Group in the year of initial application.



Dubai Islamie Insurance & Reinsurance Co. (Aman) (PSC) 11

Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

% Accounting policies
3.1 Stulement of compliance

The consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards and applicable requirements of U.AE. Federal Law Mo, 9 of 1984, as amended,
concerning Insurance Companies and Agents,

The articles of association of the Company require that separate accounts be mainiained for Takalul
operations on behalf of the policyholders. Accordingly, the directors have resolved to present the
consolidated financial statements on that basis and comply with the Financial Accounting Standards
issued by the Accounting and Auditing Organisation for lslamic Financial Institutions {AAQIFL) to the
extent that these are compatible with International Financial Reporting Standards.

3.1 Basis of preparation

The consolidated financial statements have been prepared on the historical cost basis, except for the
revaluation of certain financial instruments which are stated at fair value. Historical cost is generally
based on the fair value of the consideration given in exchange for assets.

3.3 Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the power o
govern the financial and operating policies of an entity s0 as to obtain benefits from its activities,

The results of subsidiaries acquired or disposed of during the year are included in the consolidated
income statement from the effective date of acquisition and up to the effective date of disposal, as
appropriate.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring their
aceounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consolidation.

Mon-controlling interests in the net assets {excluding goodwill) of consolidated subsidiaries are identified
separately from the Group's equity therein, The interest of non-controlling sharehelders may be initially
measured either at fair value or at the non-controlling interests’ proportionaie share of the fair value of
the acquiree’s identifiable net asscts. The choice of measurement basis is made on an acquisition-by-
acquisition basis. Subsequent to acquisition, the carrying amount of non-controliing intergsts is the
amount of the intcrests al initial recognition plus the non-controlling interests’ share of subsequent
changes in equity. Total comprehensive income is amtributed to non-controlling interests even if this
results in the non-controlling interests having a deficit balance.

Changes in the Group's ownership interesis in subsidiaries that do not result in the Group losing control
aver the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group's
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognised directly in equity and attributed to
shareholders of the Parent.



Dubai Islamic Insurance & Reinsurance Co. (Aman) (P5SC) 12

Motes to the consolidated financial statements {continued)
for the vear ended 31 December 2011

A Accounting policies (continued)

3.3 Basis of consolidation (continued)

When the Group loses control of a subsidiary, the profit or loss on disposal is calculated as the difference
between (i) the aggrepate of the fair value of the consideration received and the fair value of any retained
profit and (ii) the previous carrying amount of the assets (including goodwaill), and liabilities of the
subsidiary and any non-controlling profits. When assets of the subsidiary are carried al revalued amounts
or fair values and the related cumulative gain or loss have been recognised in other comprehensive
income and accumulated in equity, the amounts previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the Parent had direcily disposed of the relevant assets
(i.e. reclassified to income statement or transferred directly to retained earnings as specified by applicable
1FRSs). The fair value of any investment retained in the former subsidiary at the date when control is lost
is regarded as the fair value on initial recognition for subsequent accounting under IFRS 9 Financial
Instruments or, when applicable, the cost on initial recognition of an investment in an associate or a
jointly controlled entity.

3.4 Gross Takaful contributions

Gross Takaful contributions comprise the total contributions receivable for the whole period of cover
provided by Takaful contracts entered into during the accounting period and are recognised on the date
on which the Takaful policy incepts. Contributions include any adjustments arising in the AcCoUnTing
period for contributions receivable in respect of Takaful contracts executed in prior accounting periods.
Contributions collected by intermediaries but not yet received, are assessed based on estimates from
Takaful operations o past experience and are included in Takaful contributions.

Unearned contributions are those proportions of contributions written in a year that relate to periods of
risk after the reporting date. Uncarned contributions are caleulated in accordance with Federal Law No.6
of 2007, The proportion attributable to subsequent periods is deferred as a provision for uncamed
contributions.

35 Claims

Claims consist of amounts paid and payable to Takaful contract holders and third parties and related loss
adjustment expenses, net of salvage and other recoveries and are charged to income a5 incurred.
Provision for incurred but not reported claims is included within the additional reserve and reflected in
the consolidated income statement.

The Group generally estimates its claims based on previous experience.  [ndependent loss adjusters
normally estimate claims. Any difference between the provisions at the end of each reporting date and
settlements in the following period is included in the underwriting account for that period.

36 Liability sdequacy test

At the end of each reporting date the Group assesses whether its recopnised Takaful liabilities are
adequate using current estimates of future cash flows under its Takaful contracts. [T that assessment
shows that the carrying amount of its Takaful labilities is inadequate in the light of estimated future cash
flows, the entire deficiency is immediately recognised as charge against income and an additional reserve
created.

The Group does not discount its liability for unpaid claims as substantially all claims are expected to be
paid within one year of the reporting date.



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC) 13

Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

3 Accounting policies (continued)

3.7 Hetakaful

The Group cedes Takaful risk in the normal course of business for all of its businesses. Retakalul assats
represent balances due from retakaful companies. Recoverable amounts are estimaled in a manner
consistent with the outstanding claims provision and are in accordance with the retakaful contracts.

An impairment review is performed at each reporting date or more frequently when an indication of
impairment arises during the reporting year. Impairment occurs when objective evidence exists that the
Group may not recover oulstanding amounts under the terms of the contract and when the impact on the
amounts that the Group will receive from the retakaful can be measured reliably. The impairment loss s
recorded in the consolidated income statement. Ceded retakaful arrangements do not relieve the Group
from its obligations to policyhalders.

Contributions and claims on assumed retakaful are recognised as income and expenses in the same
manner as they would be if the retakalul were considered direct business, taking info account the product
classification of the retakaful business. Retakaful liabilities represent balances due o retakaful
companies. Amounts payable are estimated in a manner consistent with the associated retakaful contract.
Contributions and claims are presented on a gross basis for both ceded and assumed retakaful. Retakaful
assets or linbilities are derecognised when the contractual rights are extinguished or expired or when the
contract is transferred to another party.

3.8 Policy acguisition costs

Commissions and other acquisition costs that vary with and are related to securing new contracts and
rencwing existing contracts are amortized over the terms of the policies as Takaful contribution is earned.

3.9 Receivables and pavables related to Takaful contracts

Receivables and payables are recognised when due. These include amounts due to and from agents,
brokers and Takaful contract holders,

If there is objective evidence that the Takaful receivable is impaired, the Group reduces the camrying
ammount of the Takaful receivable accordingly and recognizes that impairment loss in the consolidated
ingome statement,

A0 Investment income
Profit from investment deposits is recognised on a time proportion basis.
Dividend income is accounted for when the right to receive payment is established.

Rental income from investment property which is leased under an operating lease is recognised on a
straight-line basis over the term of the lease.

Gains and losses on the sale of investments are calculated as the difference between net sales proceeds
and the carrying amount and are recorded on occurrence of the sale transaction.
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k.5 Accounting policies (continued)

3,11 Leases

[eases are classified as Anance leases whenever the terms of the lease transfer substantially all the risks
and rewards of ownership to the lessee. All other leases are classified as operating leases.

The Growp as lesior

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant
lease, Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognised on a straight-line basis over the lease term.

The Ciroup ay lessee

Operating lease payments are recognised as an expense on 3 straight-line basis over the lease term, except
where another systematic basis is more representative of the time pattern in which economic benefits
from the leased asset are consumed. Contingent rentals arising under operating leases are recognised as an
expense in the period in which they are incurred.

In the event that lease incentives are reccived to enter into operating leases, such incentives are
recopnised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis, except where another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset are consumed.

312 Product classification

Takaful contracts are those contracts where 8 group of participants {the policyholders) mutually cover
one another against preseribed uncertain future events of loss or damage. The Group acts as an agent
(Wakil) on their behalf in managing the Islamic Takaful operations, in consideration of a Wakala fee.
Wakala fee is charged on gross Takaful contributiens where the Group retained significant risk on such
contributions. Management has decided not o charge Wakala fec on those Takaful contributiens where
they retain insignificant risk. The Takaful amounts {contributions) paid net of the Wakala fee are
considered as Mudaraba capital, where the Group acts as Mudarib, investing these funds in consideration
of a pre-agreed share of the realised profit or loss, if any. The policyholders further donate their
contributions (tabarru) to those other policyhalders who suffer a prescribed event of loss or damage,
payable per the policies of the Group, in its capacily as an agenl

Once a contract has been classified as a Takaful contract, it remains a5 a Takaful contract for the
remainder of its lifetime, even if the Takaful risk reduces significantly during this period, unless all rights
and obligations are extinguished or expired.

Investment contracts are those contracts that transfer significant financial risk, Financial rigk is the risk of
a possible future change in one or more of a specified profit rate, security price, commodity price, foreign
exchange rate, index of price or rates, a credit rating or credit index or other variable.

The Group does mot have any investment confracts or any Takaful contracts with Discretionary
Participation Features (DPF).
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3 Accounting policies (continued)

3.13 Deficit in policvholders® fund

Any deficit in the policyholders” fund, except for deficits arising from a decline in the fair value of
securities, is financed by the shareholders through a Qard Hasan {a finance cost free loan with no
repayment terms). The Group maintains a full provision against the Qard Hasan.

3,14 Financial Instruments

Financial assets and financial liabilities are recognised when the Group becomes a party 1o the contraciual
provisions of the instrument.

Financial assets and fnancial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities {other than
financial assets and financial liabilities at fair value through profit and loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly altributable to the acquisition of financial assets or nancial liabilities at fair
value through profit and loss are recognised immediately in the conselidated ingome statement.

Financiil assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date
basis. Regular way purchases or sales are purchases or sales of financial assets that require delivery of
assets within the time frame established by regulation or convention in the markelplace,

All recopnised financial assets are subsequently measured in their entirefy af either amortised cost or fair
value, depending on the classification of the financial assets.

Classification of financial asssts

For the purposes of classifying financial assets, an instrument is an ‘equity instrument” if it is a non-
derivative and meets the definition of ‘equity’ for the issuer except for cerlain non-derivative puttable
instruments presented as equity by the issuer. All other non-derivative financial assets are ‘debt
instruments’.

Debt instruments, including receivables related to Takaful contracts, are measured at amortised cost if
both of the following conditions are met:

- the asset is held within a business model whose objective is to hold assets in order to collect
contractual cash flows: and

- the contractual terms of the instrument give rise on specified dates lo eash flows that are solely
payments of principal and profit on the principal amount outstanding,

All ather financial assets are subsequently measured at fair value.
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3. Acconnting policies (continued)

3.14 Financial instruments (continoed)

Amortised cost and effective profit method

The effective profit method is a method of calculating the amortised cost of a debt instrument and of
allocating profit income over the relevant period. The effective profit ratc is the rate that exactly
discounts estimated future cash receipts (including all fees and points paid or received that form an
integral part of the effective profil rate, transaction costs and other premiums or discounts) through the
expected life of the debt instrument, or, where appropriate, 4 shorter period, to the net carrying amount on
imitial recognition,

Ineome is recognised on an effective profit basis for debt instruments {other than those financial assets
designated as FVTPL) are measured subsequently al amaortised cosL. Profit income is recognised in the
consolidated income statement.

Cash and cash egquivalenis

Cash and cash equivalents include cash on hand, in banks and investments in banks with original
maturity not more than three months from the date of placement.

Takafil, retakafiel and other receivables

Takaful, retakaful and other receivables that have fixed or determinable payments are measured at
amortised cost using the effective profit rate method, less any impairment.

Financial assets i fair value through other comprehensive ingome (FYTOCI)

Al initial recognition, the Group can make an irrevocable election (on an instrument-by-instrument basis)
to designate investments in equity instruments as at FVTOCL. Designation at FVTOCI is not permitted it
the equity investment is held for trading.

A financial asset is held for trading if:

. it has been acquired principally for the purpose of selling it in the near tenm;

. on initial recognition it is part of a portfolio of identified financial instruments that the Group
manages together and has evidence of a recent actual pattern of short-term profit-taking.

Investments in equity instruments at FVTOCI are initially measured at fair value plus fransaction costs.
Subsequently, they ure measured at fair value with gains and losses arising from changes in fair value
recognised in other comprehensive income and accumulated in the investments revaluation reserve,
Where the asset is disposed of, the cumulative gain or loss previously accumulated in the investments
revaluation reserve is not transferred to consolidated income statement. but is reclassified to retained
earnings. As per the requirement of [FR3 9, financial assets measured at FYTOCH are not tesied for
impairment.

Dividends on these investments in equity instruments are recognised in the consolidated income statement
when the Group's right to receive the dividends is established in accordance with LAS 18 Revenue, unless
the dividends clearly represent a recovery of part of the cost of the investment.
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3 Accounting policies (continued)

3,14 Financial insiruments (continwed)

Financial assets at Tair yvalug through profit or loss (FVTPL)

Investments in equity instruments are classified as at FVTPL. unless the Group designates an investment
that is not held for trading as at fair value through other comprehensive income (FVTOCI) on initial
recognition (s described above).

Debt instruments that do not meet the amortised cost criteria (as described above) are measured al
EVTPL. In addition, debt instruments that meet the amortised cost criteria but are designated as at
FVTPL arc measured at FVTPL. A debt instrument may be designated as at FVTPL upon initial
recognition if such designation eliminates or significantly reduces a measurement or recognition
inconsistency that would arise from measuring assets or liabilities or recognising the gains and losses on
them on different bases,

Debt instruments are reclassified from amortised cost to FVTPL when the business model is changed
such that the amortised cost criteria are no longer met, Reclassification of debt instruments that ane
designated as at FVTPL on initial recognition is not allowed.

Financial assets at EVTPL are measured at fair value at the end of cach reporting period, with any pains
or losses arising on remeasurement recognised in the consolidated income statemnent, The net gain or loss
recognised in the consolidated income statement is included in the “net investment income' line item in
the consolidated income statement. Fair value is determined in the manner deseribed in note 33 o the
comsolidated Mnancial statements.

Profit income on debt instruments as at FYTPL is included in the net gain or loss deseribed above and is
included in the ‘net investment income” line item.

Dividend income on investments in equity instruments at FVTPL is recognised in the consolidated
income statenent when the Group's right to receive the dividends is gstablished in accordance with [AS
1% Revenue and is included in the net gain or loss described above,

Foreipn exchange gains and losses

The fair value of financial assets denominated in a foreign currency is determined in that foreign currency
and translated at the spot rate at the end of each reporting period, The foreign exchange component forms
part of its fair value gain or loss. Therefore,

«  for financial assets that are classified as at FVTPL, the foreign exchange component is recognised in
the consolidated income statement; and

s« for financial assets that are designated as at FVTOCL, any foreign exchange component is recognised
in other comprehensive income.

For foreign currency denominated debt instruments measured a1 amortised cost at the end of each
reporting period, the foreign exchange gains and losses are determined based on the amorised cost of the
financial assets and are recognised in the consolidated income statement.
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A Aceounting policies {continued)
.14 Financial instruments (continued)

Impairment of financial assets

Financial assets that are measured at amortised cost are assessed for impairment at the end of each
reporting period, Financial assets are considered to be impaired when there is objective evidence that, as a
result of one or more events that occurred after the initial recognition of the financial assets, the estimated
future cash flows of the asset have been affected.

Objective evidence of impairment could include:

* significant financial difficulty of the isswer or counterparty; o
- breach of contract, such as a default or delinquency in profit or principal payments; or
. the disappearance of an active market for that financial asset because of financial difficulties.

The amount of the impairment loss recognised is the difference between the asset’s carrying amount and
the present value of cstimated future cash flows reflecting the amount of collateral and guarantee,
discounted at the financial asset's original effective profit rate.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets, Changes in the carrying amount of the allowance account are recognised in the consolidated
income statement.

If, in a subsequent period, the amaunt of the impairment loss decreases and the decrease can be related
objectively to an event oceurring after the impairment was recognised, the previously recognised
impairment loss is reversed through the consolidated income statement to the extent that the carrying
amaount of the financial asset at the date the impairment is reversed does not exceed what the amortised
cost would have been had the impairment not been recognised,

Derecognition of (inancial asscls

The Group derecognises a financial asset only when the contractual rights to the cash flows from the assel
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of
the asset to another entity. If the Group neither transfers nor retaing substantially all the risks and rewards
of ownership and continues to control the transferred asset. the Group recognises fs retained profit in the
asset and an associated liability for amounts it may have to pay, If the Group retains substantially all the
risks and rewards of ewnership of a transferred financial asset, the Group continues to recognise the
financial asset and also recognises a collateralised borrowing for the proceeds received,

On derecognition of a financial asset measured at amortised cost, the difference between the asset's
carrying amount and the sum of the consideration received and receivable is recognised in the
consolidated income statement.
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3 Accounting policies (continued)

3.14 Financial instruments (continued)

Derecognition of financial assets foontinwed)

0On derecognition of a financial asset that is classified as FVTOCI, the cumulative gain or loss previously
accumulated in the investments revaluation reserve is not reclassified to the consolidated income
staternent, but iz reclassified to retained earnings,

Financial liabilities gnd equity jngtruments
Classification as debd or equity

Debt and equity instruments issued by the Group are classified as either financial liabilities or as equity in
aecordance with the substance of the contractual arrangement and the definitions of o financial liability
and an equity instrument.

Equity instryments

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

Financial liabilitics

All financial liabilities are subsequently measured at amortised cost using the effiective profii rate method
or at FYTPL.

Heowever, financial liabilities that arise when a transfer of a financial asset does nol qualify for
derecognition or when the continuing involvement approach applies, financial guarantes contracts isswed
by the Group, and commitments issued by the Group o provide an lslamic financing at below market
profit rate are measured in accordance with the specific accounting policies set out below.

ljara payable

ljara payable is stated net of deferred profit (variahle rent) payablc. Deferred variable rent payable is
recognised as an eXpense on & time proportion basis.

Takafil, retakaful and other payables

Takaful, retakaful and other payables arc initially measured at fair value, plus transaction costs and are
subsequently measured at amortized cost using the effective profit method
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3 Accounting policies (continued)

3.14 Financial insiruments (continued)

Finangial liabilities subsequently measured at amortised cost

Financial liabilities that are not held for trading and are not desipnated as at FYTPL are messured at
amortised cost at the end of subsequent accounting periods. The carryving amounts of financial labilities
that are subsequently measured at amortised cost are determined based on the effective profit method.
Profit expense that is not capitalised as part of costs of an asset is included in the consolidated income
statement.

The effective profit method is a method of calculating the amortised cost of a financial liability and of
allocating profit expense over the relevant period. The effective profit rate is the rate that exactly
discounts estimated future cash payments (including all fees and points paid or received that form an
integral part of ihe effective profit rate, transaction ¢osts and other premivms or discounts) through the
expected life of the fAnancial liability, or (where appropriate) a shorer period, to the net carrying amount
on initial recognition,

Foreign exchange gaing and losses

For financial liabilities that are denominated in a foreign currency and are measured at amortised cost at
the end of cach reporting period, the foreign exchange pains and losses are determined based on the
amortized cost of the instruments and are recognised in the consolidated income statement.

The fair value of financial liabilities denominated in a foreign currency is determined in that foreign
currency and translated at the spot rate at the end of the reporting period.

I financial liahilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the financial liability
derecognised and the consideration paid and payable, including any non-cash assets transferred or
liabilities assumed, is recognised in consolidated income stalement.

315 Forniture and cquipmeni

Furniture and equipment are carried at cost less accumulated depreciation and any accumulated
impairment losses. Depreciation is charged so as to write off the cost of assets over their estimated useful
lives, using the steaight-line method, over the estimated useful lives of the respective assets.

The estimated useful lives of the assets for the calculation of depreciation are as follows:

Furniture and fixiures 4 yeurs
Dffice equipments 4 years
Motor vehicles 4 years

The gain or loss arising on the disposal or retirement of an ftem of furniture and equipment is determined
as the difference between the sales proceeds and the carrving amount of the asset and is recognised in
consolidated income statement,
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3 Acconnting policies (continued)
3.16 Takaful contract liahilitics

(il Unearned contributions reserve

At the end of each year a proportion of net retained contributions of the general Takaful, medical and
group life Takaful is reserved to cover portions of risks which have not expired at the reporting date.
These reserves are caloulated in accordance with Federal Law No. 6 of 2007 relating to Takaful
companics at 40% of annual contributions earned net of retakaful for all classes of Takaful except
marine which is caleulated at 25%, Uneamed contributions reserves for medical and group life business
are caleulated on a daily pro rata basis.

fii) Chtsianding claims

Retakaful contract liabilitics are recognised when contracts are entered into and contributions are
charged. These liabilities are known as the outstanding claims provision, which are based on the
estimated ultimate cost of all claims incurred but not settled at the reporting date, whether repored or
not, after reduetion for the expected value of salvage and other recoveries. Delays can be experienced
in the notification and settlement of certain types of claims, therefore the ultimate cost of claims cannol
be known with certainty 8t the reporting date. The liability is not discounted for the time value of
money. Mo provision for equalisation or catastrophic rescrves is recognised. The liability is
derecognised when the contract expires, is discharged or is cancelled.

fiit) Addivional reserve

A provision is made for the estimated claims incurred but not reported ot the reporting date and for
potential shortfall in unearned contribution reserve. The reserves represent management's best estimates
on the hasis of:

i) ¢laims reported during the year;
b} delay in reporting these claims; and
¢} shortfall in the uneamed contribution reserve by reference 1o the 1/8" method,

317 Investment property

Investment property, which is property held to camn rentals and/or for capital appreciation (including
property under construction for such purposes), is stated at its fair value at the end of each reporting period.
Gains or losses arising from changes in the fair value of investment property are included in the
consolidated income statement.

3.1%8 Impairment of tangible assets

At the end of cach reporting period, the Group reviews the camying amounts of its tangible assels 1o
determine whether there is any indication that those assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the assel is estimated in order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset belongs.
Where a reasonable and consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and consistent allocation basis can be identified.
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3,18 Impairment of tangible assets (continued)

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for
which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset {or cash-generating unit) is estimated to be less than its Carrving
amount, the carrying amount of the asset (cash-generating unit) is reduced 10 is recoverable amount. An
impairment loss is recognised immediately in the consolidated income statement, unless the relevant
asset is carried at a revalued amount, in which case the impairment loss is treated as a revaluation
decrense.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit)
is increased to the revised cstimate of its recoverable amount, but so that the increased carrying amount
does not exceed the carrying amount that would have been determined had no impairment loss bean
recognised for the asset (cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in the consolidated income statement, unless the relevant assel is carried at a
revalued amount, in which case the reversal of the impainment loss is treated as a revaluation increase.

319 Provisions

Provisions are recognised when the Group has a present obligation {legal or constructive) as a result of a
past event, it is probable that the Group will be required to settle the obligation, and a reliakle estimate
can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the balance sheet date, taking into account the risks and uncertainties surrounding
the obligation. Where a provision is measured using the cosh flows estimated to settle the present
obligation, its carrying amount is the present value of those cash flows.

3.20 Foreign correncies

The consolidated financial statements are presented in the currency of the primary economic environment
it which the Company operates (its functional currency). For the purpose of the consolidated financial
statements, the results and financial position of each entity are expressed in Arab Emirates Dirhams
(“AED™), which is the functional currency of the Group, and the presentation currency for the
consolidated financial statements.

Transactions in currencies other than the entity's functional currency {foreipn currencies) are recorded at
the rates of exchange prevailing on the dates of the transactions. At each reporting date, monetary items
denominated in foreign curmencies are retranslated at the rates prevailing en the reporting date. Non-
monetary items carried at fair value that are denominated in forcign currencies are retranslated at the
rates prevailing on the date when the fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.
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LN Accounting policies (continued)
3.20 Foreign currencies (continued)

Exchange differences are recognized in consolidated income statement in the year in which they arise
cxcept for:

= Exchange differences which relate to assets under construction for future productive use, which are
included in the cost of those assets where they are regarded as an adjustment to finance costs on
foreign currency financings;

= Exchange differences on transactions entered info in order to hedge certain foreign currency risks; and

» Exchange differences on monetary items receivable from or payable to a foreign operation for which
settlement is neither planned nor likely to occur, which form part of the net investment in a foreign
operation, and which are recognized in the foreign currency translation reserve and recognized in
profit or loss on disposal of the net investment.

3.21 Zakat
Zakat az approved by the Group's Sharia'a Supervisory Board is computed on the following basis:

« Zakat on shareholders’ equity is deducted from retained carnings and is computed on their Zakat Pool
(Statutory Reserve, General Reserve, Retained Earnings and employees” end of service benefits).

« Zakat is distributed by a committee appointed by the Board of Directors and operating as per the by-law
set by the Board.

= Zakat on paid up capital and proposed dividend is not included in the Zakat computation and is payable
directly by the shareholders themselves.

322 Proviston for emplovees” end of service indemnity

Provision for employees’ end of service indemnity is made in accordance with the Group's policy which
meets the requirements of UAE. labour laws, and is based on current remuneration and cumulative years of
service al the reporting date.

3.23 Defined contribution plan

U.AE Mational employess in the United Arab Emirales are members of the Government-managed
retirement pension and social security benefit scheme established pursuant to U.A.E. Federal Labour
Law No. 7 of 1999, The Group is required to contribute 12.5% of the "contribution calculation salary™ to
the retirement hencfit scheme to fund the benefits, These employees are also required Lo conirtbute 5% of
the “contribution caleulation salary 1o the scheme. The only obligation of the Group with respect 1o the
retirement pension and social security scheme is to make the specified contributions. The contributions
are charged to the consolidated income statement.
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4 Critical aceounting judgements and key sources of estimation uncertainty

In the process of applying the Group's accounting policies, which are described in Note 3, management
has made judgments that have the most significant effect on the amounts recognized in the consolidated
financial statements and applied certain assumptions concerning the future, and other key sources of
estimation uncertainty at the financial pesition date, that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within the next financial year, as discussed
el

4.1 Critical judgements in applying accounting policies
Valuation of unguoted equily invesiments

Valuation of unquoted equity investments is normally based on net book value (NBV) of the underlying
investment. Management believe that the fair value using NBY approximates the fair value if valuation
models were applied, as these investment are held in entities operating in the financial services industry
where majority of the assets and liabilities are held at fair value,

Additiomal resere

Management, based on past experience, uses the industry standard *1/8" method” 1o assess any potential
shortfall in the uneamed contribution reserve,

Pravision for outstanding claims, whether reporied or nol

Considerable judgement by management is required in the egtimation of amounts due to Takaful contract
holders arising from claims made under Takaful contracts. Such estimates are necessarly bazed on
significant assumptions about several factors involving varying, and possibly significant, degrees of
judgernent and uncertainty and actual results may differ from management's estimales pesulting in future
changes in estimated liabilities.

In particular, estimates have to be made both for the expected ultimate cost of claims reporied at the
financial position date and for the expected ultimate cost of claims incurred but not yet reported (IBNR)
at the reporting date. The primary technique adopted by management in estimating the cost of notified
and IBNR claims, is that of using past claim settlement trends to predict future claims settlement trends,
Claims requiring courl or arbitralion decisions are estimated individually. Independent loss adjusters
normally estimate property claims. Management reviews its provisions for ¢laims incurred, and claims
incurred but not reported, on a quarterly basis.

4.1 Key sources of estimation uncertainty
Useful lives of furniture and equipnient
Furniture and equipment is depreciated over the estimated useful life, which is based on expecied usage

of the assel, expected physical wear and tear, which depends on operational factors. The management has
not considered any residual value as it is deemed immaterial.
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4. Critical accounting judgements and key sources of estimation uncertainty (continued)
4.2 Key sources of estimation uncertainty {(continued)
Impairment losses on Takaful receivables

The Group reviews its Takaful receivables on a regular basis to assess whether a provision for
impairment should be recorded in the consolidated income statement. In particular, judgment by
management is required in the estimation of the amount and timing of future cash flows when
determining the level of provisions required, Such estimates are necessarily based on assumptions about
the probability of default and probable losses in the event of default, the valug of the underlying security,
and realisation costs.

In addition to specific provisions against individually significant Takaful receivables, the Group alse
makes a collective impairment provision against Takaful receivables which, although not specifically
identified as requiring a specific provision, have a greater risk of default than when originally granted.
The amount of the provision is based on the historical loss pattern for Takaful receivables within each
grade and is adjusted to reflect current economic changes.

Ratakaiul

The Group is exposed 1o disputes with, and possibility of defaults by, its retakafuls. The Group monitors
on & quarterly basis the evolution of disputes with and the financial strength of Mz refakafuls.

Liakility adequacy test

At the end of each reporting period, liability adequacy tests are performed to ensure the adequacy of
Takaful contract liahilities, The Group makes use of the best estimates of future contractual cash flows
and ¢laims handling and administration expenses, as well as investment income from the assets backing
such liabilities in evaluating the adequacy of the liability. Any deficiency is immediately charged to the
consolidated income statement.

5 Cash and cash equivalents
il 2010
AED AED
Cash on hand 1,173,498 99,682
Bank current accounls 2 864,600 18314117

221,038,098 19,283,809
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Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

. Investment deposits
Mt 20110
AED AED
Restricted deposits 1, O, D [ 0, 00, R
Fixed deposits 25,000,001 29 738 870

35,000,000 39,738,870

Restricted deposits, which have fixed maturity of one year, represent the amounts that cannot be
withdrawn without the prior approval of the Ministry of Econoimy in accordance with the U.AE. Federal
Law Mo, 6 of 20407,

Fixed deposits have a fixed maturity of three manths to one vear from the date of deposit and carry an
average expected rate of return between 2% (o 3% (2010; 3% to 5%). Fixed deposits are held by Islamic
Banks.

7. Retakaful contract assets and takaful contract linbilities

Contract Liabilities Coniracl Asscts Mat
e v ol i
il 20010 11 2000 11 2010
AED AED AED ALl AED AL
Uneamed conlribulions 129,867,626 131,000,163 R4021,114 BIG6853T 44,946,512 45,331,200
Ackdittonal reserye 5,058,030 7,784,668 - - 5,058,030 7,784 668
muuiamﬁingclmimﬁ 108,358,754 1 i6.084,330 3,909,138 B3, 208, 146 34,449,5% 32,874,184

243,284,390 254,569,161 158,830,252

[68.877.079 84,454,138 B5.992,082

Chetstanding claims
Contrisct Linbilitics Contract Assels Met
2ol 200 2001 2010 2011 2010
AED AED AED AED ALD AED
Balance at the beginning
of the year 116,084,330 91,894,409 83,208,144 61,850,947 32,876,154 30,043 462
Moreernent during the year (7,725.506) 24,189,921 {9,299,008) 21,357,199 1573412 1332,722

o =

Balance at the end of the year 108,358,734 116,084 330 73,909,138 83,208, 146 34449596 32,876,184
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Notes to the consolidated financial statements (continued)

for the year ended 31 December 2011

T Retakaful contract assets and takaful contract linbilities (continned)

Additional rexerve

Balance at beginning of the vear
Movement during the vear

Balance at end of the vear

5. Takaful receivables

Due from Takaful policy holders and brokers
Amounts doe from Takaful and retakaful companies
Less: Allowance For doubtful Takaful receivables

g, Oriher financial assets mensured at fair value

Financial assets measured at fair value through

other comprehensive income (FVTOCI) (A)
Listed

- Unlisted

Financial assets measured at falr value through
profit and loss (FVTPL) (B)
Financial assets measured at FVTPL

Total other financial assets measured at fair value (A+B)

27
2011 2010
AED AED

7,784,668 14,603,678
(2,726,638) (6,819.010)
5,058,030 7,784 668
2011 2010
AED AED
50,745,913  71,792.230
Ja, 210,104 22.981.527
(4,000,0000 (4,000,000
82,956,107  90.773,75
2011 2010
AED AED
21,909,600 29620458
33,708,132 36,529,800
55,617,741 66,150,258
28,042,851 51,270,705
83,660,592 117,420,963




Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC) 28

Motes to the consolidated fnancial siatemenis (continued)
for the vear ended 31 December 2011

2.

rther financial assets measured at fair value (continued)

Investmenis by peographic concentration are as lollows:

il.

ii.

1l 2010

AED AED

Within U.AE. 41,484,941 69,599,550
Outside LLAE. 42,175,651 47.821,413

43,660,592 [ 17,420,963

FVTOCI listed securities are carried at a value of AED 21,909,609 (2010: AED 29,620,458), with a
decling in their fair value from original scquisition cost amounting to AED 123,441,503 (2010
AED 112,698, 788). OF this amount, AED 102,655,247 (2010: AED 84,526,062) is deducted from
sharcholders’ equity and AED 20,786,256 (2010: AED 28,172,726} is deducted from policyholders®
fund in accordance with the allocation of investment losses to the shareholders and policyholders as
approved by the Group’s Fatwa and Sharia'a Supervisory Board.

Unlisted securities are carried at fair value at a value of AED 33,708,132 (2010: AED 36,529,800)
mainly represent the Group's investments in shares of companies registered in Dubai, Algeria,
Kuwait and certain other international markets.

Financial assets measured at FVTPL include an amount of AED 5,676,564 (2010: AED 7,764,132)
which represents investment in real estate funds which have a maturity of 2 to 3 years (2010: 2 to 3
Years ).

10, Prepavments and other receivables

01l 2010

AED AED
Advances for acquisition of investment property 5,358,581 5,338,581
Less: allowance for doubtful debts (R LRI -

3,358,581 5,358,581
Advance to key management personnel (Note 2%} 5,460,000 5,460,000
Prepaid expenses 4,992,470 4,606,761
Other receivables 6,248,246 5,804 056
20,059,297 21,229 398

1. Investment property

2011 2010

AED AED
Investment in ladd 6d, 351,585 64,352 585

The investment property comprises a plot of land purchased in 2007, The Group used the fair value
model permitted under 1AS 40 for determining the carrying value of the investment property. The
property is subject to a facility from a local Islamic bank and is mortgaged as security against an ljara
payable (Mote 16). The valuation, which conforms to international valuation standards, was arrived at by
the reference to market evidence of transaction prices for similar properties.
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MNotes to the consolidated financial statements {continued)
for the vear ended 31 December 2011

12, Furniture and equipment
Furniture
Muokor and Office
vehicles fixtures eqoipment Tuotal
AED AED AED AED
Cosi
At 31 December 2009 556,935 4,110,711 3,795,079 8462725
Additions 330,000 499 518 122 489 1,152,007
At 31 December 2010 BE6,935 4,610,229 4,117,568 9.614,732
Additions 5,504 537218 747984 1,350,702
Dhisposals (28,000} - . (328,000
Al 31 December 2011 624,435 5 147,447 4,865,552 10,637,434
Accumulated depreciation
At 31 December 200% 284,087 3,423,846 3,196,535 0,904 468
Charge for the year 194,513 369,035 289,550 853,598
At 31 December 2010 478,900 3,792,881 3,486,085 7.757 865
Charge for the year 120,156 466,793 432.0H) 100 %,039
Eliminated on disposals (212,526) - - {212,526)
At 31 December 2011 386,530 4,259,074 3,918,175 8564379
Mel earrying amount
At 31 December 2001 237,905 887,773 947,377 173,055
At 31 December 2010 408,035 BIT 348 531,483 | 856,866

e = —

13 e to bank

The Group obtained a Sharia Compliant secured overdrafi facility with a total limit of AED 18 million
{2010: AED 15 million) from an Islamic bank in the U.AE. to meet business requirements al commercial
profit rates, The facility is secured by lien over fixed deposits based on a Mudarabah financing structure
of AED 18 million (2010: AED 15 million) as margin in favor of the bank and mortgage of investment

property.
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Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

14, Trade and other payables

2011 2010
AED AED
Trade pavables and aceruals 28,421,950 30312,153
Employees’ end of service benefits 3,840,055 3,135,389
Zukat payables 1,292 487 [,240,040
Balance at end of the year 33,554,492 44,416,582

Movements in the provision for employees’ end of service benefits during the year were as follows:

011 2010

AED AED
Balance at beginning of the vear 3155380 2,521,056
Amounts charged during the year 515,031 To9 424
Amounts paid during the year (130,365) (165,091}
Balance at end of the vear 3. R40.055 3,155.389
15, Takaful payables

2011 2010

AED AELD
Due to retakafuls and other Takaful payables 40,878,818 45,963,947
Lis. ljarn payables

2011 2010

AED AED
[jara payables 1 o R0, 000 8,507 360

The Group obtained a new [jara finance of AED 16.4 million from an Islamic bank in the U.AE. and
existing ljara facility has been repaid fully during the year, The ljara finance carries a profit rate of
Imonth EIBOR+2.5% per annum with a minimum rate of 7% per annum (2010: 3month EIBOR#2.5%
per annum with a minimum rate of 7% per annum) with twenty quarterly payments. The [jara finance is
secured by legal mongage over the investment property.
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Notes to the consolidated financial statements (continued})
for the year ended 31 December 2011
17. Policyholders’ Fund
2011 2000
AED AED
Deficit in Policyholders’ Fund:
Beginning balance of deficit in policyholders® fund (18,870,308)  (33,277.634)
{Loss)profit for the year (12,902,722} 14,407,236
Ending balance of deficit in policyholders' fund (31,773,120)  (18.,870,398)
Qard Hasan from shareholders (i) M, 773020 18,870,398
Proposed profit distribution to policyholders (ii) 1.765,346 |,765,751
Investment revaluation reserve FYTOCT (iii) (20,786,256)  (28.172,726)
Total deficit in policyholders” fund {26,406,975)

(19,020,910)

(i) The sharcholders finance the policyholders” deficit excluding loss related to negative fair value
movements of investments in accordance with the Group’s policy, through a Qard Hasan {a profit
free loan with no repayment terms charged to consolidated income statement).

(ii} The Group started distribution of the profit to the policyholders in 2008 as appraved by the Fabwa
and Sharina Supervisory Board.

{iii) During the current year, the Group transferred 1o the policyholders their share of investment
revaluation reserve FYTOC] of AED 20,786,256 (2010: AED 28,172,726) from the shareholders’
equity in the same ratio as the policyholders share of investment losses (refer Note 24). When the
Group disposes of these investments, any gains or losses realized will be distributed between the
shareholders and policyholders in the same ratio as outlined in Note 24 and, should such disposal
result in a realized loss, the portion allocated to policyholders would require an additional Crard
Hasan of an equivalent amount from the shareholders.

18, Share capital

2011 2000
AED MAED
Tssued and fully paid;
225 750,000 ordinary shares of AED | each
(2010: 210,000,000 ordinary shares) 225,750,000 210,000, D

s mm i mre

Al the General Assembly Meeting held on 22 March 2011, the shareholders of the Group resolved to
distribute 7.5% of the share capital as bonus shares.
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Motes to the consolidated financial statements (continued)
for the year ended 31 December 2011

19, Statutory reserve

In accordance willi United Arab Emirates Federal Commercial Companies Law number 8 of 1984, as
amended, the Group has established a statutory reserve by appropriation of 10% of the profit for each year
until the reserve equals $0% of the paid-up share capital. This reserve is not available for distribution excepl
as stipulated by the Law.

0. Genernl reserve

The Group is required to transfer |0% of the profit for the year to a general reserve in accordance with its
Articles of Association. The reserve is available for distribution by a resolution of the sharcholders of the

Group at an ordinary general meeting, on the recommendation of the Board of Directors.

1. Takaful Contributions carned

Retakaiuls’
Giross share Met
Year 2011 AED AED AED
Takafu] contriects coniributions 506,473,787 353,299,200 123,174,497
Movement it provision for uneamed comributions 1,132,539 T47 819 354,720
Maovement in additional reserve [Mote 7) 2,726,638 - 1,716,638
Takaful contributions 510,332,964 384,047,109 126285855
Unearned contributions at reporting date (Note T) 119, 867 626 B4.921,114 44,946,512
Fetakafuls®
Ciross shore Met
Year 200 AED AED AED
Takaful contracts contributions 611,112,701 476,844,700 134,263,001
Movernenl in provision for unearned contributions 10,270,042 B.675,349 1,594,693
hiovement in additional reserve (Mote T) 6,819,010 = A RER L
Takaful contributicns 628,301,753 485,525,040 142,676,704
Unearned conieibutions p reporting date {Mote 7) 131,000,063 S5.668,953 45,331,230
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Notes to the consolidated financial statements {(continued)
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21, Takaful Claims

i 2000
Refokafmis® Refakafis'

Lrriss shvirrir Nt (Frass share Nay

AED AED AED AED AED Ak
Takilul claims paid
in the yeur 116000506 30959857 B5,0d044% 122 590,365 48402210 74,448,155
Changes in provision for
mllEI.ﬂnding claims [11'3'35,5?6: (3 299.008) 1,573,412 24189921 21,3572 2.R32,7Z1
Claims recorded in

income statement 108,274,710 21,660,849 B6613.861 147 080286 69759410 773204760

For details of the movement in the provision for outstanding claims and the related retakafuls” share,
refer to Mote 7.

23, Wakala fees and Mudarib's share

The Group manages the Takaful operations for the policyholders and charges 25% of the gross Takaful
contributions net of gross uncarned contribution as Wakala fees (2000: 25%). During the vear, no
Wakala fee waz charged on gross Takaful contributions amounting to AED 328425703 (2010: AED
417,693.514) as the Group retained insignificant risk on such contributions and commission income from
such business was significantly lvwer than the nommal eommission, Management therefore decided not to
charge Wakala fec on these Takaful contributions. The Wakala fee was charged on a total gross
contribution of AED 178,048,084 (2010 AED 193,419,187,

Wakala fee is calculated as follows:

2011 2010

ALD AED

Giross Takaful contributions 636,341,413 142,112,864
Less: Unearned contribution (129,867,626) (131,000,163)

MNet Takaful contributions (Mote 21} 06 473,787 610,112,701
Less: Takaful contributions nol subject to Wakala fee (325, 425,703) (417,603,514)

175,048,054 193,419,187

Perceniage 25% 23%

Wakala fee for the year 44,512,021 48,354,797

The Group alse manages the policyholders” investment funds and entifled to 25% of net investment
income sarmed by the policyholders” investment funds as the Mudarib's share. The Mudarib's share was
AED Mil for the vear as policyhelders incurred lozsses on their imvestment fund for the current year (2018
AED Nil),
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Notes to the consolidated financial statements (continued)
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4. Investment loss

Fair value gains and losses
Fair value loss on other financial assets measured at FYTPL

Healised gains and losses
{Loss)/gain on sale of trading securities

Other investment income

Income from investment deposits

[ncome from investment in real estate funds
Dividend income

her miscellaneous income

Inwvestment financing cost

Less: Income on restricted deposits not distributable

Dristributable loss

Allocated to:
Policyholders
Shargholders

14
2011 2010
AED AED

(8,275,136) (8.215,452)

(1,676,397) 4,030,373

354,517 T62,268
56,676 G749 060
1,210,043 2,040,506
441,686 446,000
(374,069) (853,601}
(8,262,870) (1,110,846)
162,618 244,364
(8,100,252) (B66,482)
(1,395,761} (277.692)
(6,704,491) {588,790)
(8,100,252)

(B66,482)

lnvestment income and losses are allocated amongst the shareholders and the policvholders on a pro rata
hasis. This allocation to policyholders is approved hy the Group's Fatwa and Sharia'a Supervisory Board

on an anneal basiz,
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for the year ended 31 December 2011

25, General and adminisirative expenses

2011 2000

AED AED
Salaries and benefits 31,970,627 31,008,684
Hent 2,530,566 2,645,808
Legal and professional fees 1,103,131 1.077,930
Advertising 1,236,801 B6E.5T0
Deepreciation 1,019,039 £53,398
Communication 1,000,461 767,186
Printing amd stationary B16,605 713,264
Repairs and maintenance 751,314 654,312
Travelling and conveyance 671,239 618,874
Allowanee for bad debis 2,000,000 .
Bad debts written off 1,179,254 -
hers 1. 964,662 |, 787,443

47,153,789 40,393,469

2o, Basic and diluted earnings per share

Earnings per share are calculated by dividing profit attributable to the shareholders for the year. by
weighted average number of shares outstanding during the year,

an 2010
iLoss) ¢ profit for the year (Tn AED) {22,348,981) 21,177,774
Weighted average number of shares outstanding during the year _:’-15,'3'5[#1013_!] 2235,7 5D,ﬂEH"J
{Loss) [ Earnings per share {in AELD) _ (i 10) N 0,09

The number of shares outstanding as of 31 December 2010 has been adjusted to reflect the bonus shares
issued during 2011,

Mo figure for diluted carnings per share has been presented since the Group has not issued any
instruments which would have an impact on eamings per share when exercised.
1T, Operating lease commitments

The future minimum lease payments payable under non-cancellable operating leases where the Group is
the lessee are as follows:

i1 2010

AED ALED

Less than | year 539,853 1,497,587
| to 5 vears - 43,734

Total 539,853 1,543,321
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for the vear ended 31 December 2011

27. Operating lease commitments (continued)

1 oo
AED AED

Minimum lease paymenits under operating leases recognised as

an expense during the year

28. Fatwa and Sharia*a supervisory board

The Group's business activities are subject
Board consisting of three members appointe

2,530,566 2,645,808

to the supervision of its Fatwa and Sharia’a Supervisory

d by the shareholders, The Fatwa and Sharia'a Supervisory

Board perform a supervisory role in order to defermine whether the operations of the Group are
conducted in accordance with Sharia®a rules and principles.

9. Related party transactions

The Group enters into transactions with companies and entities that fall within the definition of a related
party s contained in International Accounting Standard 24, Related parties comprise companies and
entities under common ownership and/or comimon managemenl and control, their partners and key

management personnel. The management deci

related parties.

The significant balances outstanding at repo

consolidated financial siatements arc as follows:

31 December 2001

des on the terms and conditions of (he transactions with

rting date in respect of related parties incleded in the

31 December 2010

Major
sharcholders
AED
[vestment deposils -
Carrying value of
invesiments in
ordinary shares [Mote 29(n)] =
Contributions receivable 419,004

Cash and cash equivalents
Advances from shareholders of
slon-gontrolling intenest =
Prepayments and

Oiher receivables [Mote 2900

Olver
related

parties

AED

5,000, {1
33,519,650
3,964 844
5,326,083
3504677

£ dall,Don

Oither
hajor refnted
Total  sharcholders — parties Taotal
AED ALED AED AED
5, 00 Rk - 5000000  5.000,000
33,519,650 10,589,358 39,589.358
4,283,850 244,897 3,612,657 385754
£.326,083 5,031,612 5031612
350,677 = - i
5,‘5’“1"]“ s
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249, Related party transactions (continued)

{(a) The Managing Director of the Group is also a key management executive of Al Salam Bank -
Algeria and Al Salam Bank - Sudan. The Group has an equily investment in Al Salam Bank -
Algeria of AED 20.2 million (31 December 2010: AED 20.2 million). The pricing policies and
terms of these transactions were approved by the Board of Directors.

The Group purchased shares of Al Salam Bank - Bahrain from a related company. These shares are
registered in the name of the related company which holds it in trust and for the benefit of the
Group. The current number of these shares and the related market value at the end of the reporting
period were as follows: [5,435 448 shares, AED 2.1 million {2010: AED 3.8 million)]. The change
in fair value has been reflected in equity under investment revaluation reserve.

In prior years, the Group purchased 10 million shares of Boubyan Takaful Insurance Company -
Kuwait from a related party. These shares are registered in the name of the related party which
holds it in trust and for the benefit of the Group. The current number of these shares and the related
market value at the end of the reporting period were as follows: [10 million shares, AED 11.2
million (2010: AED 15.6 million)]. The change in fair value has been reflected in equity under
investment revaluation reserve.

{b) Prepayments and other receivables include an amount of AED 5.46 million which represents
advance paid to a related party which is to be settled through the transfer of shares in Al Salam
Bank - Algeria. As of the date of issue of these consolidated financial statements, the sales and
purchase agreement including the purchase price for the shares to be transferred had not yet been
authorized by the board of directors.

The income and expenses in respect of related parties included in the consolidated financial statements
are as follows:

31 December 2011 31 Decembser 20110
Other Other
Major related Pelajor related
shareholders prarties Total  shareholders parties Total
AED AED AED AED AED AED
Giross coniributions T55,M45 7,904,514 5,059,559 1,060,786 B604.415 9,665,201
Gross claims 296,987 7994998 §203.985 TILGRG 50608028 5,799 048
Profit share on
investment deposils
and real estate funds - 268,752 168,752 - 745560 745,560

Compensation of key management personrel s as follows:

2011 2000
AED AED
Short term employes benefits 3,127,749 2,400,624
End of service henefits 308,240 277,159

Total compensation paid to key management personnel 3,435,989 2,677,783
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30, Sermental information

The Group has adopted IFRS 8 Operating Segments with effect from January 1, 2010, The segments
identified in accordance with IFRS & do not differ materially from those previously disclosed under IAS
14.

Operating Segments are identified on the basis of internal reports about the components of the Group that
are regularly reviewed by the Group’s Managing Director (M) in order to allocate resources to the
sepment and 1o assess its performance. Information reported to the Group's MD for the purpose of
resource allocation and assessment of performance is based on following strategic business activities:

- Takaful activities include the general, life and medical Takaful business undertaken by the Growp.

- Investment activities represent investment and cash management for the Group’s own account.
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Motes to the consolidated financial statements (continued)
for the year ended 31 December 2011

M. Segmental information (continued)
Secondary segment information

Takaful receivables comprise a large number of customers and Takaful companies mainly within the
United Arab Emirates. Retakaful receivables are from the retakaful companies based mainly in Europe
and the Middle East.

The Group's financial position can be analysed by the following geographical regions:

01 2010
Conetingens Crrfingent
Liakifitles  linbilities Linhifides  licchilities
il aénad and and
Asrety equity  commilients  Arsels gty commiireRes
AELD AED AED AED AED AED
United Arab Emirates 722202 443 158,145,235 462516 287409352 231,391 843 813,294
Oither Middle
Erstern countrics ol O TE,075 19595 569 - 4B Ivnn6k6 20607738 -
Enrope 172,063,402 259675077 - 176021740 266,127,857 =
Rest af the world 13,726,044 1,754,305 - 11,905,509 5,203,829 3
Total 468,969,986 468,969,080 462516 323,533,227 323533327 835,294
e ———

3. Capital management

{  Governance framework

The primary objective of the Group®s risk and financial management framework is 1o protect the Group’s
shareholders from events that hinder the sustainable achievement of financial performance objectives,
including failing 1o exploit opportunities. Key management recognises the critical importance of having
efficient and effective risk management systems in place.

The Group's risk management function is carried out by the hoard of directors, with its associated
committees. This is supplemented with a clear organisational structure with delegated authorities and
responsibilities from the board of directors to the Managing Director, General Manager and senior
MANARErS.

The board of directors meets regularly to approve any commercial, regulatory and organisational
decisions. The Managing Director under the authority delegated from the board of directors defines the
Grroup's risk and its interpretation, limits structure 1o ensure the appropriate quality and diversification of
assets, aligns underwriting and retakaful strategy to the corporate goals, and specifies reporting
Fequirements,



Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Notes to the consolidated financial statements (continued)
for the vear ended 31 December 2011

3. Capital mansgement {contimued )

(ii} Capital management framework

The primary objective of the Group™s capital management is to comply with the regulatory requirements
in the LLAE, amd 1o ensure that it maintains a healthy capital ratio in order 1o support its business and
maximise shareholder value,

The Group manages its capital structure and makes adjestments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to
sharcholders, return capital to shareholders or issue new shares, The Group has fully complied with the
externally imposed capital requirements and no changes were made in the objectives, policies or
processes during the vears ended 31 Decemnber 2011 and 2010,

{iii} Regulatory framework

Regulators are primarily interested in protecting the rights of the policyholders and monitor them closely
to ensure that the Group s satisfectorily managing affairs for their benefit. At the same time, the
regulators are also interested in ensuring that the Group maintains an appropriate solvency position to
meet unforescen lisbilities arising from economic shocks or natural disasters.

The operations of the Group are also subject to regulatory requirements within the jurisdictions where it
operates, Such regulations not only prescribe approval and monitoring of activities, but also impose
certain restrictive provisions {e.g. capital adequacy) to minimise the risk of default and insolvency on the
part of the insurance companies to meet unforeseen liabilities as these arise,

32, Financial instruments

fn)  Sigmnificant acconfing policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition,
the basis of measurement and the basis on which income and expenses are recognized, in respect of each
class of financial asset, financial liability and equity instrument are disclosed in Mote 3 to the
consolidated financial statemenis,

it Categories of financial instruments

211 20160
AED AED
Financial axseis
At amortized cost 305,072,703 477,571
At Fair value 43,660,592 117,420,963

388,733,295 441,898,534

Fineercind Nabilitfes
At amortized cost 349,600,730 369,913,307




Dubai Islamic Insurance & Reinsurance Co. (Aman) (P5C)

Notes to the consolidated financial statements (continued)
for the vear ended 31 December 2011

33, Risk manageim et
if) Asset liability management (ALM) framework

Financial risks arise from open positions in profit rate, currency and equity products, all of which are
exposed o general and specific market movements. The Group manages these positions to achieve long-
lerm investment returns in excess of its obligations under Takaful contracts. The principal technique of
the Group's ALM is to match assets to the liabilities arising from Takaful contracts by reference to the
type of benefits payable to contract holders.

The Managing Director actively monitors the ALM to ensure in each period sufficient cash flow is
available to meet liabilitics arising from Takaful contracts.

The Managing Director regularly moniters the financial risks associated with the Group's other financial
assets and liabilities not directly associated with Takaful liabilities,

The tisks faced by the Group and the way these risks are mitigated by management are summarised
balow,

33A Takaful risk

The principal risk the Group faces under Takaful contracts iz that the actual claims and benefit payments
or the timing thereof, differ from expectations, This is influenced by the frequency of claims, severity of
claims, actual benefits paid and subsequent development of long-term ¢laims. Therefore, the objective of
the Group is fo ensure that sufficient reserves are available o cover these liabilities.

The above risk exposure is mitigated by diversification across a large portfolio of Takaful contracts. The
variability of risks is also improved by careful selection and implementation of underwriting strategy
puidelines, as well as the use of retakaful arrangements as well as the diversification of retakaful
providers.

Freguency and amounts of claims

The freguency and amounts of claims can be affected by several factors. The Group underwrites mainly
property, motor, marine, medical and group life. These are regarded as shori-term Takaful contracts, as
claims are normally advised and settled within one year of the insured event taking place. This helps to
mitigate Takalul risk.

Property

Property Takaful is designed to compensate contract holders for damage suffered to properties or for the
value of property lost. Contract holders could also receive compensation for the actual loss caused by the
inabilily to use the insured properties.

For property Takaful contracts the main risks are fire and business interruption. In recent years the Group
has targeted policies for properties containing fire detection andfor firefighting equipment

These contraels are underwritten by reference to the replacement value of the peoperties and contents
insured, The cost of rebuilding properties and obtaining replacement contents and the time taken to restart
operations which leads to business interruptions are the main factors that influence the level of claims.
The Group has retakaful cover for such damage o imit losses for any individual claim to AED 300,000
(2010:; AED 300,000).
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Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Notes to the consolidated financial statements (continued)
for the vear ended 31 December 2011

33, Risk management {continued)

33A Takaful eisk (continued)

Frequency and amounts of claims {eomtinged)
Mator

Motor Takaful is designed to compensaie contract holders for damage suffered to their vehicles or
liability to third parties arising through accidents. Contract holders could also receive compensation for
the fire or theft of their vehicles.

For motor contracts the main risks are claims for death and bodily injury and the replacement or repair off
vehicles, The Group has retakalul cover for such claims to limit losses for any individual claim to AED
200,000 (2010: AED 200,000)

The level of court awards for deaths and 1o injured parties and the replacement costs of motor vehicles are
the key factors that influence the level of claims,

Marine

Marine Takaful is designed to compensate contract holders for damage and liability arising through loss
or damage to marine craft and accidents at sea resulting in the total or partial loss of cargoes.

For marine Takaful the main risks are loss or damage to marine craft and accidents resulting in the total
or partial loss of cargoes,

The underwriting strategy for the marine class of business is to ensure that policies are well diversified in
terms of vessels and shipping routes covered. The Group has retakaful 1o limit losses for any individual
claim to AED 300,000 (2010: AED 00,0007,

Medical, group life and personal accident

Medical Takaful is designed to compensate the contract holders for medical costs. Group life and
personal accident Takaful entitles the contract holders or their beneficiaries to specilied amounts in case
of death or permanent or partial disability,

For medical Takaful, the main risks are illness and related healthcare costs, For group life and personal
accident the main risks are claims from death and permanent or partial disability. The Group generally
does not offer medical Takaful to walk-in customers. Medical, group life and personal accident Takaful
are generally offered to corporate customers with large population to be covered under the policy. The
Group has retakaful cover for such claims to limit losses for any individual claim to AED 2,000,000
(2010: AED 500,000).

Greographical concentration of risks

The Takaful risk arising from Takaful contracts is concentrated mainly in the United Arab Emirates. The
geographical concentration of risks is similar to prior year,
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Dubai Islamic Insurance & Reinsurance Co. (Aman) (P5C)

Motes to the consolidated financial statements (continued)
for the year ended 31 December 2011

33, Risk management (continued)
33A Takaful risk (continued}
Retakaful risk

In common with other Takaful companies, in order to minimise financial exposure arising from large
Takaful claims, the Group, in the normal course of business, enters into arrangements with other parties
for retakaful purposes. Such retakaful arangements provide for greater diversification of business, allow
management to control exposure to potential losses arising from large risks, and provide additional
capacity for growth, A significant portion of the retakaful is effected under treaty, facultative and excess
of loss retakalul contracts.

To minimise its exposure to significant losses from retakaful insolvencies, the Group evaluates the
financial condition of its retakaful and ensure diversification of retakaful providers. The Group deals
with retakaful approved by the Board of Directors.

338 Financial risk

The Group's principal financial instruments are financial investments, receivables arising from Takaful
and retakaful contracts, investment deposits and cash and cash equivalents.

The main risks arising from the Group's financial instruments are credit rigk, liquidity risk, foreign
currency risk, profit risk and equity price risk, The board reviews and agrees policies for managing each
of these risks and they are summarised below.

The Group does not enter into any derivative transactions.
Credil risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss, For all classes of financial assets held by the Group, the
maximum exposure to credit risk to the Group is the carrying value as disclosed in the consolidated
statement of financial position

The following policies and procedures are in place to mitigate the Group’s exposure Lo credit risk:

¢ The Group only enters into Takaful and retakaful contracts with recognised, credit worthy third
partics. It is the Group's policy that all customers who wish to trade on ¢redit terms are subject o
credit verification procedures. In addition, receivables froim Takalul and retakaful contracts arc
monitored on an ongoing basis in order to reduce the Group's exposure against defaults.

s The Group seeks to limit credit risk with respect 1o agenls and brokers by setting credit limits for
individual agents and brokers and monitoring outstanding receivables,

+  The Group's investments are managed by the Managing Director in accordance with the guidance of
the investment committee and the supervision of the Board of Directors.

s The Group's bank balances are maintained with @ range of international and local banks in
accordance with limits set by the management.
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Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)

Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

33, Risk management (continued)
J3B Financial risk (continued)

Credir risk fcontinued)

The 1able below shows the maximum exposure to eredit risk for the components of the statement of
financial position:

2011 20410

Nolex AED AELY
Cash and cash equivalents 5 22,008,008 19,283 809
Investment deposiis & LR LRI 39,718,870
Retakaful conract assets T 158,830,252 168,877,079
Takaful receivables B B2 056, 107 SR TTI, 75T
Uiiher receivables 1o 6,248 2446 S804 056
J050672,704 324.477,571

For more detail on the maximum exposure 1o credit risk lor each class of financial instrument, references
have been made to the specific notes.

The following table provides an age analysis of Takaful receivables arising from Takaful and retakaful
CONIracts:

Neither
Pt e Porst dare bad mot
sow brpaired impaired
Ll b 31 Wil o 120 Abave 120 Pzt dice
clerys dlays derya Taval el impaired Total

AEDO0 AED 0 AEDQO0 AR TN AEDN AEDDN
2011 57,365 1203 15388 81,956 4,000 B, D50
oo 49,398 13,800 27,376 90,774 4,000 04,774

The average credit period for customers is M days, Mo profit on the past due receivables. The Group has
provided for receivables based on the estimated imecoverable amounts, determined by reference to past
default experience and management’'s assessment of currenl economic conditions as to the future
recoverahility of these halances,

At the reporting date, there is no significant concentration of credit risk that will result in 2 loss to the
Group. The credit risk on liguid funds is limited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies. There are no significant concentrations of credit
risk to receivables oulside the indusiry in which the Group operates,



Dubai Islamic Insurance & Reinsarance Co. (Aman) (PSC)

MNotes to the consolidated financial statements (continued)

for the year ended 31 December 2011
33. Risk managemeni (continued)

338 Finaneial risk (continued)

Liguidiry risk

Liguidity risk is the risk that the Group will not be able to meet its commitments associated with Takaful
contract liabilities and financial liabilitics when they fall due.

Liguidity requirements are monitored on & monthly basis and management ensures that sufficient liquid
funds are available to meel any commitments as they arise.

The table below summarizes the maturity of the financial liabilities of the Group based on remaining

undiscounted contraciual obligations:

31 December 2011

Liabilithes

[rue 1o Bank

Trade and other payables

Tukaful payables

Tukaiul coniract Habilities

Finaneial liabilitics

fjara payables

Arounis hebd under refakaful ireaties
Due to & redoted parly

31 December 2000

Liabilities

[ue to Bank

Trade and other payables

Tukaful payables

Takaful contract linbilities

Finamcind lishilities

ljara payables

Amounts held under retakalul treaties

Mirrkes visk

i { i heer

{2 months 5 yeors 5 penry Tatar!

AETD AED AELD AED
15,263,775 - 15.:263,775
20,714,437 = 19,714,437
40,878,818 - 40,578 818
143,184,350 - 243,284,390
3. 280,000 13,120,000 16,400, B0
369,659 - 3,699,639
350,677 - 359,877
336480756 13,020,000 249,600,738

§ e 1o hver

2 manths 5 yeavs 5 years Total

AED AED AED AR
14,841,520 - 14,841,520
41.2610,193 - 41,261,193
45,503,947 = 43,5063 547
254 8609, 161 - 2ad Red 16
a,805. 888 1701472 B.50T, 360
4,469,126 - 4 469,126
08210835 1,701,472 309,912,307

Market risk arises from fluctuations in foreign exchange rates, profit rates and cquity prices. The value
of Fisk that may be accepted by the Group is monitored on & regular basis by the Managing Director.



Dubai Islamie Insurance & Reinsurance Co. (Aman) (P5SC)

Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

33. Rizk manpgement (continued)
3B Financial risk {(continued)
Foreign currency risk

Foreign currency risk is the risk that the value of a financial instrument will fuctuate due 1o changes in
foreign exchange rates,

Management believes that thers is minmimal risk of sigmficant losses due to exchange rate fluctuations
and consequently the Group doees not hedge its foreign currency exposure,

There are no significant exchange rate risks as substantially all financial assets and financial liabilities
are denominated in UAE. Dirhams or US Dollars to which the Dirham is fixed,

Prafit rate risk

Profit rate risk is the risk that the value or fumure cash flows of a financial instrument will fluctuate
because of changes in market rates, Floating rate instruments expose the Group to cash flow risk.

The Group is exposed to profit rate risk on certain of its investments and bank balances and cash. The
Group limits its risk by monitoring changes in such rates.

Details of maturities of the major classes of profit generating financial instruments as at December 31 ane
as follows:

2011 Lexs than i her Effecrive
I yeurs 3 pears 7 yenrs Total profii rate
AED AED AED AED
Asseis:
[nvestment deposits 33, 0 00 - - 35, (W, 000 I% te 5%
i ——
Liabilities:
ljara pavables 3,280,000 13,120 MM - L6 AMLO00  Minlamm 7%
Due o bank 15,263,775 - 15,263,775 commercial
profit rutes
14,543,775 13,120,000 - 31663,775
. L — — 1
2000
Asmsets:
Investment deposits 39 738,870 - 39 TIBATO 3% o 5%
— [ —— .
Liabilities:
[jara pavables 6,805,588 1,701,472 - 8307360 Minimum T
Due to bank 4,841,520 - - 14,841,520 cormmercial
prafit rates
21,647 408 1,701 472 - 23,348,880
= _——

The impact of changes in profit rate risk is not expected to be significant for the CGroup, as all financial
assets and [nancial liabilities bears fixed profit rates.
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Notes to the consolidated financial statements (continued )
for the year ended 31 December 2011

3, Rizsk management {confinued)
33B Financial rizk (continued)
Eguity price rigk

Equity price risk Is the risk that the fair values of equities decrease as the result of changes in the levels
of equity indices and the value of individual stocks. The equity price risk exposure arises from the
Group's investment portfolio.

The following table shows the sensitivity of fair values to 0% increase or decrease as al 31 December
2001:

Reflected in income Reflected in other
statement comprehensive income
Favourable Unfavourable Favourable Unfavourable
change change change change
AED AED AED ALED
p{I1}
Other financial assets
measured at fair value 2,804,285 (2,304,285) 5,561,774 (5,561,774)
20
Oriher financial assets
measured at fair value 5127071 (5,127,071 6,615,026 (6,615,026)
Operarional Fisk

Operational risk is the risk of loss arising from systems failure, human error, fraud or external events.
When controls fail 1o perform, operational risks can cause damage 10 reputation, kave legal or regulatory
implications, or lead to financial loss. The Group cannol expect 1o eliminate all operational risks, but
through a control framework and by monitoring and responding to potential risks, the Group is able to
manage the risks, Controls include effective scgregation of duties, access, authorisation and
reconciliation procedures, staff education and assessment processes.

34, Fuir value of financial instroments

Fair value is the amount for which an asset could be exchanged, or a liability settled, between
knowledgeable willing parties in an arm’s length transaction. As such, differences can arise belween
hook values and the fair value estimates. Underlying the definition of fair value is the presumption that
the Group i a going concer without any intention or requirement to materially curtail the scale of its
operation or 1o undertake a transaction on adverse terms.
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Dubai Islamic Insurance & Reinsurance Co. (Aman} (P5C)

Notes to the consolidated financial statements (continued)
for the year ended 31 December 2011

34 Fair value of financial instruments (continued)
Faluation techniques and assumprions applied for the purposes of measuring fuir value
The fair values of financial assets and financial liabilities are determined as follows.

s The fair values of financial assets and financial liabilities with standard terms and conditions and
traded on active liquid markets are determined with reference to quoted market prices.

e The fair values of other financial assets and financial liabilities (excluding derivative instruments)
are determined in accordance with generally accepted pricing models based on discounted cash flow
analysis using prices from observable currenl market transactions and dealer quotes for similar
instruments.

The following table provides an analysis of financial instruments that are measured subsequent 10 initial
recognition at fair value, grouped into Levels 1 to 3 hased on the degree to which the fair value is
observable,

Level 1 fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities.

Level 2 fair valug measurements are those derived from inputs other than quoted prices included within
Level 1 that are observable for the asset or liability, cither directly (l.e. as prices) or indirectly (is.
derived from prices),

Level 3 fair value measurements are those derived from valuation technigues that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs),

Level 1 Level 2 Level 3 Taotal
AEL (0 AED(00 AED 000 AED i

i
Other fimcial assets FVTOCT 21910 - 33,708 E5.618
tither financial aszels FYTPL 18,043 . - 28,043
49,953 2 33,708 83,661

2010
Other financial assets FYTOC! 29,621 - 36,530 66,151
Oither financial assets FVTPL 51,27 - - 51,271

R0, 8592 = 16,530 17422

e e———— = ——




Dubai Islamic Insurance & Reinsurance Co. (Aman) (PSC)
Notes to the consolidated financial statements (continued)
for the vear ended 31 December 2011
34, Fair value of financial instruments {continued )
Recanciliation of Level 3 fair value measurement of other financial assets rieasured of FFTOCL
M1 2010

AED 000 AED 0
At | January 6,550 37936
Additions during the year 110 -
Changes in fair value (3,032) {1406}
At 31 December 33,708 36,530

The investments ¢lassified under Level 3 category have been fair-valued based on information available
for cach investment. Based on the information available the valuation has been carried on net assel value
or valuation provided by the portfolio managers,

35, Contingencies and commilments

Coniingent lobilitizs

Al reporting date, the Group had contingent liabilities in respect of bank and other guarantees arising in
the ordinary course of business from which it is anticipated that no material liabilities will arise,
amounting o AED 462,516 (31 December 2010: AED 8335,294).

Legal claims

The Group, in common with the majority of insurers, is subject to litigation in the normal course of its
business. Based on independent legal advice, the management does not believe that the outcome of these
court cases will hizve a material impact on the Group's income or financial position.

CompiiiReEnes

The Group has a commitment for AED Nil {2010 AED 13.03 million) on account of investments made
in securities,

3. Approval of consolidated financial statements

The consolidated financial statements for the year ended 31 December 2011 were approved by the Board of
Directors and authorized for issue on 23 February 2012,



