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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

The Board of Directors

Takaful Emarat - Insurance (PSC)
Dubai

United Arab Emirates

Introduction

We have reviewed the accompanying condensed statement of financial position of Takaful Emarat -
Insurance (PSC) (the “Company”), Dubai, United Arab Emirates, as at 30 June 2013 and the related
condensed statements of comprehensive income, changes in equity and cash flows for the six months
period then ended. Management is responsible for the preparation and presentation of this interim
financial information in accordance with International Accounting Standard 34: “Interim Financial
Reporting”. Our responsibility is to express a conclusion on this interim financial information based on
our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of Interim Financial Information Performed by the Independent Auditor of the Entity”. A
review of interim financial information consists of making inquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review 1s
substantially less in scope than an audit conducted in accordance with International Standards on
Auditing and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim financial information is not prepared, in all material respects, in accordance with International
Accounting Standard 34: “Interim Financial Reporting”.

Emphasis of Matter

Without qualifying our conclusion, we draw attention to Note | to the condensed financial statements
which indicates that as at 30 June 2013, the Company had accumulated losses of AED 77.25 million
which exceeds 50% of the share capital. As required by Article 285 of U.A.E. Federal Commercial Law
No. 8 of 1984, as amended, the Board of Directors 1s required to convene an Extra-Ordinary General
Meeting and make appropriate resolution as mentioned in Note 1. At the date of approval of these
condensed financial statements, the Board of Directors is in the process of conveying the Extra —
Ordinary General Meeting.

Other Matter

The interim financial information for the six months period ended 30 June 2012 were reviewed by
another auditor whose report dated 5 August 2012 expressed an unmodified conclusion. The annual
financial statements for the year ended 31 December 2012 were audited by another auditor whose report
dated 21 March 2013 expressed an unmodified opinion.

Deloitte & Touche (IVLE.
C’/ﬂ

’ _--—r"///'.
Samir Madbak ‘)

Registration No. 386
14 August 2013

Member of Deloitte Touche Tohmatsu Limited




TAKAFUL EMARAT - INSURANCE (PSC) 2

Condensed statement of financial position

at 30 June 2013
30 June 31 December
Notes 2013 2012
(Unaudited) (Audited)
AED AED

ASSETS
Cash and bank balances 17,861,859 17,436,088
Statutory deposit with Insurance Authority 4,000,000 4,000,000
Takaful and other receivables 66,431,249 68,412,972
Due from a related party 4 1,413,740 2,413,743
Retakaful contract assets 5 35,168,062 39,708,055
Investments at fair value through profit or loss 6 44,946,728 30,811,235
(nvestments carried at amortised cost 7 8,853,863 19,937,762
(nvestment property 8 10,500,000 10,500,000
Property and equipment 9,696,539 9,938,490
Total assets 198,872,040 203,158,345
LIABILITIES, POLICY HOLDERS’ FUND o
AND SHAREHOLDERS’ EQUITY
Liabilities
Takaful and other payables 52,255,305 49,242 635
Takaful contract Liabilities 5 73,260,445 68,355,819
Provision for employees' end of service indemnity 601,546 744,900
Total Liabilities 126,117,296 118,343,354
Policy holders’ fund
Deficit in policy holders’ fund (17,961,275) (8,701,793)
Qard Hassan from shareholders 17,961,275 8,701,793
Total deficit in policy holders’ fund - -
Shareholders’ equity
Share capital 9 150,000,000 150,000,000
Accumulated losses (77,245,256) (65,185,009)
Total shareholders’ equity 72,754,744 84,814,991
Total liabilities, policyholders’ fund and shareholders’
equity 198,872,040 203,158,345

Mohamed Ali Abdalla Ali Alsari
Chairman

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



TAKAFUL EMARAT - INSURANCE (PSC)

Condensed statement of comprehensive income (Unaudited)

for the period ended 30 June 2013

Attributable to policyholders:
Takaful contributions carned
Retakaful contributions ceded

Net earned contributions

Gross claims incurred
Retakaful share ot claims incurred

Net claims incurred
Commission and other expenses
Net takaful income

Wakalah fees

Net deficit from takaful operations

Attributable to shareholders:
Investment income

Wakalah fees from policy holders
Other income, net

General and administrative expenses
Provision for Qard Hassan to
policyholder’s fund

Loss for the period attributable to
shareholders

Basic and diluted loss per share
Other comprehensive income

Total comprehensive loss for the
period

Notes

10

10

10

11

11

12

3 months ended 30 June

2013 2012
AED AED
22,185,558 5,812,474
(13,033,086)  (3,825,502)
9,152,472 1,986,972
(9,218,441)  (3,591,164)
4,984,512 2,322,005
(4,233,929)  (1,269,159)
(3,268,450) (375,413)
1,650,093 342,400
(6,613,641) (606,701)
(4,963,548) (264,301)
1,378,172 120,928
6,613,641 606,701
209,583 669,254
(8,741,509)  (7,668,668)
(4,963,548) -
(5,503,661)  (6,271,785)
(0.04) (0.04)
(5,503,661)

6 months ended 30 June

2013
AED

43,539,693
(25,313,872)

2012
AED

9,956,006
(5,212,781)

18,225,821

4,743,225

(21,121,346)
11,895,090

(7,541,941)
4,554,365

(9,226,256)

(5.922,925)

(2,987,576)

(1,520,180)

3,076,640

235,469

(12,336,122)

(2,781,209)

(9,259,482)

(2,545,740)

1,853,594
12,336,122
513,144
(17,503,625)

(9,259,482)

(12,060,247)

859,724
2,781,209
1,194,522

(14,435411)

(9,399,950)

(0.08)

(0.06)

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

(9,599,956)
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TAKAFUL EMARAT - INSURANCE (PSC)

Condensed statement of cash flows (Unaudited)
for the period ended 30 June 2013

Cash flows from operating activities

LLoss for the period

Adjustments for:
Depreciation of property and equipment
Amortisation on investments carried at amortised cost
(Gain)/loss on revaluation of investments at FVTPL

(Reversal)/provision for employees” end of service indemnity

Operating cash flows before changes in operating assets and

liabilities

Decrease/(increase) in retakaful contract assets
Decrease/(increase) in takaful and other receivables
Decrease in due from a related party

Increase in takaful contract habilities

Increase in retakaful and other payables

Cash generated from/(used in) operations

Employees’ end of service indemnity paid
Net cash generated from/(used in) operating activities

Cash flows from investing activities

Decrease in investment deposits with banks

Purchase of investments at FVTPL

Proceeds from sale of investments at FVTPL

Profit received on investments carried at amortised cost
Proceeds from sale of investments carried at amortised cost
Purchase of property and equipment

Net cash generated from/(used in) investing activities

Cash flows from financing activity
Decrease in policyholders™ fund

Cash used in financing activity

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of the period

Cash and cash equivalents at end of the period (Note 13)

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

Six months period ended 30 June

2013
AED

(12,060,247)

1,424,350
(296,566)
(656,865)
(109,372)

(11,698,700)
4,539,993
1,981,723
1,000,003
4,904,626
3,012,670

3,740,315

(33,982)

3,706,333

5,714,169
(29,894,616)
16,415,988

27,755
11,352,710
(1,182,399)

2,433,607

6,139,940
11,721,919

17,861,859

==

2012
AED

(9,599,956)

880,025
(573,028)
550,114

58,573

(8,684,272)
(30,407,147)
(46,388,944)

42,551

48,334,028

32,966,016

(4,137,768)

(49,224)

(4,186,992)

(19,760,278)
370,382

(2,888,518)

(22,278,414)

(2,545,740)

(2,545,740)

(29,011,146)
44,248,209

15,237,063



TAKAFUL EMARAT - INSURANCE (PSC) 6

Notes to the condensed financial statements
for the period ended 30 June 2013

1ia General information

Takaful Emarat - Insurance (PSC), Dubai, United Arab Emirates (the “Company”™) is incorporated as a public
joint stock company in accordance with the U.A.E. Federal LLaw No. 8 of 1984 (as amended) and with U.A.E.
[Federal LLaw No. 6 of 2007, concerning formation of Insurance Authority of U.A.E. and organizing its
working in United Arab L.mirates.

The Company carries out Takaful Insurance Activities in Health Insurance, Life Insurance and Credit and
Saving Insurance in accordance with the Islamic Sharia’a and within the provisions of the Articles of
Association of the company.

The registered address of the Company is P.O. Box 64341, Dubai, United Arab Emirates.

The Company had accumulated losses of AED 77.25 million as at 30 June 2013 which exceeds 50% of the
share capital. As required by the Article 285 of U.A.E. Federal Commercial Law No. 8 of 1984, as amended,
if a Joint-Stock Company sustains loss amounting to one half of the capital, the Board of Directors shall
convene an bxtra-Ordinary General Meeting and resolve whether the Company shall be maintained or
dissolved before the term fixed in its Articles of Association. The Board of Directors has decided that the
Company shall be maintained and accordingly obtained the nitial approval of government authorities to
resolve the shortage in capital and inject sufficient funds to satisfy capital requirements. Further, the Board of
Directors are in process of conveying the Extra —Ordinary General Meeting.

2, Adoption of new and revised International Financial Reporting Standards (IFRSs)

il Amendments to IFRSs effecting amounts reported in the condensed financial statements

The following amendment to IFRSs has been adopted in these condensed financial statements and has
affected presentation and disclosures in these condensed financial statements.

s Amendments to IAS 1 Presentation of items of other comprehensive income

The Company has adopted the amendments to IAS | presentation of items of other comprehensive income
effective from annual periods beginning on or after 1 July 2012. The amendment to IAS 1 retains the option
to present profit or loss and other comprehensive income in either a single statement or in two separate but
consecutive statements. However, the amendment to IAS 1 requires items of other comprehensive income to
be grouped into two categories in other comprehensive income section:

a. [tems that will not be subsequently reclassified to profit or loss and
b. [tems that may be reclassified to profit or loss when specific conditions are met.

[ncome tax on items of other comprehensive income 1s required to be allocated on the same basis. The
amendment does not change the option to present items either before tax or net of tax.

e [FRS 13 Fair Value Measurement

[FRS 13 issued in May 2011 establishes a single framework for measuring fair value and is applicable for
both financial and non-financial items. Application of [FRS 13 from 1 January 2013 resulted in additional
disclosures of fair value measurements in these condensed financial statements.

Other than the above mentioned presentation and disclosure changes, the application of the amendments to
[AS 1 and IFRS 13 do not have any impact on profit or loss, other comprehensive income and total
comprehensive mcome.



TAKAFUL EMARAT - INSURANCE (PSC)

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

P4

Application of new and revised International Financial Reporting Standards (“IFRSs”)
(continued)

New and revised International Financial Reporting Standards (IFRSs) in issue but not yet
effective and not early adopted

The Company has not early applied the following new standards, amendments and interpretations that have
been 1ssued but not yet effective:

New and revised 1FRSs

e Amendments to IFRS 7 Financial Instruments: Disclosures relating to

disclosures about the initial application of [FRS.

[FRS 9 Financial Instruments 1ssued in November 2009 introduces new
requirements for the classification and measurement of financial assets.
[FRS 9 amended in October 2010 includes the requirements for the
classification and measurement of financial liabilities and for derecognition.

Key requirements of IFRS 9 are described as follows:

[FRS 9 requires all recognised financial assets that are within the scope
of 1AS 39 Financial Instruments: Recognition and Measurement to be
subsequently measured at amortised cost or fair value. Specitically,
debt investments that are held within a business model whose objective
1s to collect the contractual cash flows, and that have contractual cash
flows that are solely payments of principal and interest on the principal
outstanding are generally measured at amortised cost at the end of
subsequent accounting periods. All other debt investments and equity
investments are measured at their fair values at the end of subsequent
accounting periods.

The most significant effect of IFRS 9 regarding the classification and
measurement of financial liabilities relates to the accounting for
changes n the fair value of a financial liability (designated as at fair
value through profit or loss) attributable to changes in the credit risk of
that lLiability. Specifically, under IFRS 9, for financial liabilities  that
are designated as at fair value through profit or loss, the amount of
change in the fair value of the financial hability that is attributable to
changes in the credit risk of that liability 1s presented 1n other
comprehensive income, unless the recognition of the effects of changes
in the hability's credit risk in other comprehensive income would create
or enlarge an accounting mismatch in profit or loss. Changes n fair
value attributable to a financial lability's credit risk are not
subsequently reclassified to profit or loss. Previously, under IAS 39,
the entire amount of the change in the fair value of the financial
liability designated as at fair value through profit or loss was presented
in profit or loss.

Effective for
annual periods
beginning on or after

I January 2015 (or
otherwise when
IFRS 9 1s first

applied)

I January 2015



TAKAFUL EMARAT - INSURANCE (PSC) 8

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRSs”)
(continued)
2id New and revised International Financial Reporting Standards (IFRSs) in issue but not yet

effective and not early adopted (continued)

New and revised IFRSs Effective for
annual periods
beginning on or
after

e Amendments to IAS 32 Financial Instruments: Presentation relating to 1 January 2014
application guidance on the offsetting of financial assets and financial
liabilities.
e Amendments to IAS 36 recoverable amount disclosures: The amendments 1 January 2014
restrict the requirements to disclose the recoverable amount of an asset or
CGU to period in which an impairment loss has been recognised or
reversed. They also expand and clarify the disclosure requirements
applicable when an asset or CGU’s recoverable amount has been
determined on the basis of fair value less costs of disposal.

e Amendments to IAS 39 Financial [nstruments: Recognition and | January 2014
Measurement: 'The amendments restrict the requirements to discontinue
hedge accounting if a hedging derivative 1s novated, provided certain
criteria arc met,

e [FRIC 21 Levies: Interpretation was developed to address the concerns 1 January 2014
about how to account for levies that are based on financial data of a period
that is different from that in which the activity that give rise to the payment
of the levy occurs.

e Amendments to [FRS 10, [FRS 12 and [AS 27 — Guidance on Investment 1 January 2014
Entities

On 31 October 2012, the IASB published a standard on investment entities,
which amends IFRS 10. IFRS 12, and IAS 27 and introduces the concept of
an investment entity in [FRSs. The amendments establish an exception to
[IFRS 10°s general consolidation principle for investment entities, requiring
them to “measure particular subsidiaries at fair value through profit or loss,
rather than consolidate them.” In addition, the amendments outline
required disclosures for reporting entities that meet the definition of an
investment entity.

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Company’s financial statements for the period beginning | January 2014 or as and when they are applicable
and adoption of these new standards, interpretations and amendments may have no material impact on the
financial statements of the Company in the period of initial application.



TAKAFUL EMARAT - INSURANCE (PSC) 9

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

3. Summary of significant accounting policies
3:] Basis of preparation

These condensed financial statements have been prepared in accordance with International Accounting
Standard (1AS) No. 34, “Interim Financial Reporting” and also comply with the applicable requirements
of the laws in the U.A L=

The condensed financial statements are presented in U.A.E. Dirhams (AED) since that is the currency in
which the majority of the Company’s transactions are denominated.

These condensed financial statements have been prepared on the historical cost basis, except for the
revaluation of certain financial instruments and investment properties.

The accounting policies. presentation and methods, critical accounting judgements and estimates in these
condensed financial statements are consistent with those used in the audited financial statements for the
year ended 31 December 2012.

These condensed financial statements do not include all the information required for full annual financial
statements and should be read in conjunction with the Company’s audited annual financial statements as
at and for the year ended 31 December 2012, In addition, results for the six months period ended 30 June
2013 are not necessarily indicative of the results that may be expected for the financial year ending 31
December 201 3.

4. Related party transactions

The Company enters into transactions with companies and entities that fall within the definition of a
related party as contained in International Accounting Standard 24. Related parties comprise companies
and entities under common ownership and/or common management and control, their partners and key
management personnel. The management decides on the terms and conditions of the transactions with
related parties.

At the reporting date, due from to a related party is as follows:

30 June 31 December
2013 2012
(Unaudited) (Audited)
AED AED
Due from a related party
Company under common management
UNIQA Re AG, Switzerland 1,413,740 2,413,743

The amounts outstanding arc unsecured and will be settled in cash. No guarantees have been recerved.



TAKAFUL EMARAT - INSURANCE (PSC)

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

4. Related party transactions (continued)

Compensation of key management personnel

Three months period ended

30 June

2013 2012

Unaudited Unaudited

AED AED

Short and long term benefits 825,000 817,710
5. Takaful contract liabilities and retakaful contract assets

Gross takaful contract liabilities
Claims reported

Claims incurred but not reported
Unearned premiums

Life takaful provision

Payable to policyholders of investment linked contracts

Retakaful contract assets
Claims reported

Claims incurred but not reported
Unearned premiums

Net takaful contract liabilities
Claims reported

Claims incurred but not reported
Unearned premiums

Life takaful provision

Payable to policyholders of investment linked contracts

10

Six months period ended

2013
Unaudited
AED

1,972,169

30 June
2013
(Unaudited)
AED

5,698,714
1,664,000
57,063,951
260,092
8,573,688

73,260,445

3,423,671
998,400
30,745,991

35,168,062

2,275,043
665,600
26,317,960
260,092
8,573,688

38,092,383

— g

30 June
2012

Unaudited
AED

1,664,710

31 December
2012
(Audited)
AED

3,007,868
664,000
58,635,417
196,396
5,852,138

68,355,819

1,807,146
398,400
37,502,509

39,708,055

1,200,722
265,600
21,132,908
196,396
5,852,138

28,647,764




TAKAFUL EMARAT - INSURANCE (PSC)

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

6. Investments at fair value through profit or loss

Fair value at beginning of the period/year
Additions during the period/year
Disposals during the period/year
Changes n fair value

Fair value at end of the period/year

7 Investments carried at amortised cost

At beginning of the period/year

Disposals during the year

Effect of amortisation during the period/year
Profit received during the period/year

At end of the period/year

3. Investment property

Fair value at end of the period/year

Management is in the process of registering the title deed of the investment property.

g, Share capital

[ssued and fully paid:
150,000,000 ordinary shares ot AED 1 each

30 June
2013
(Unaudited)
AED

30,811,235
29.894.616
(16,415,988)
656,865

44,946,728

30 June
2013
(Unaudited)
AED

19,937,762
(11,352,710)
296,566
(27,755)

8,853,863

30 June
2013
(Unaudited)
AED

10,500,000

30 June
2013

(Unaudited)

AED

150,000,000

1]

31 December
2012
(Audited)
AED

11,031,197
19,744,874

35,164

30,811,235

EE——p—— . o —

31 December
2012
(Audited)
AED

19,619,644

1,019,196
(701,078)

19,937,762

—_— e

31 December
2012
(Audited)
AED

10,500,000

e e ————

31 December

2012
(Audited)
AED

150,000,000

—_—
e
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TAKAFUL EMARAT - INSURANCE (PSC) 14

Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

11. Wakalah fees

The sharcholders manage the takaful operations for the policyholders and charge 15% - 35% of gross
takaful contributions as wakalah fees.

12, Basic and diluted loss per share
Three months period ended Six months period ended
30 June 30 June
2013 2012 2013 2012
Unaudited Unaudited Unaudited Unaudited

[Loss for the period attributable to

shareholders (in AED) (5,503,661) (6,271,783) (12,060,247) (9,599,956)
Number of shares 150,000,000 150,000,000 150,000,000 150,000,000
Basic loss per share (in ALD) (0.04) (0.04) (0.08) (0.06)

— ——— e ————— A

No figure for diluted earnings per share has been presented since the Company has not issued any
instruments which would have an impact on earnings per share when exercised.

13. Cash and cash equivalents
30 June 30 June
2013 2012
(Unaudited) (Unaudited)
AED AED
Cash and bank balances 17,861,859 29,237,063
Investment deposits with maturity over three months from
the date of placements . (14,000,000)
17,861,859 15,237,063
14, Segment information

The Company is organized into two main business segments:

e  Underwriting of takaful business insurance incorporating health insurance, life insurance and credit
saving insurance.
e [nvestments incorporating investment deposits with local banks and other investments.
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Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

15 Fair value measurements

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. As such, differences can arise between
book values and the fair value estimates. Underlying the definition of fair value is the presumption that the
Company is a going concern without any intention or requirement to materially curtail the scale of its
operation or to undertake a transaction on adverse terms.

15.1 Fair value of financial instruments carried at amortised cost

Management considers that the carrying amounts of financial assets and financial liabilities recognised at
amortised cost in the financial statements approximate their fair values:

15.2 Fairvalue of financial and non — financial items carried at fair value
Valuation techniques and assumptions applied for the purposes of measuring fair value

The fair values of assets and liabilities are determined using similar valuation techniques and assumptions as
used in the audited annual financial statements for the year ended 31 December 2012.

Fair value measurementis recognised in the statement of financial position

The following table provides an analysis of financial and non — financial items that are measured subsequent
to initial recognition at fair value, grouped into Levels 1 to 3 based 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 value measurements are those derived from inputs other than quoted prices included
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or
indirectly (1.e. derived from prices); and

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

Level | Level 2 Level 3 Total
AED AED AED AED
30 June 2013 (Unaudited)
Investments at fair value through profit or loss
Equity securitics 29,231,856 - - 29,231,856
Debt securities and mutual funds - 15,714,872 - 15,714,872
Investments carried at amortised cost
Debt scecurities - 8,853,863 - 8,853,863
Investment properties - 10,500,000 - 10,500,000
- 64,300,591

29,231,856

35,068,735

P ———
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Notes to the condensed financial statements
for the period ended 30 June 2013 (continued)

1S Fair value measurements (continued)
Level 1 Level 2 Level 3 Total
AED AED AED AED
31 December 2012 (Audited)
Investments at fair value through profit or loss
Debt securities and mutual funds - 30,811,235 - 30,811,235
Investments carried at amortised cost
Debt securities - 19,937,762 - 19,937,762
Investment properties - 10,500,000 - 10,500,000
- 61,248,997 - 61,248,997

There were no transfers between each of level during the period. There are no financial liabilities which

should be measured at fair value and accordingly no disclosure is made in the above table. There are no
financial assets that are measured at fair value using Level 3.

16. Contingencies and commitments
30 June 31 December
2013 2012
(Unaudited) (Audited)
AED AED
Letters of guarantee 582,000 262,272

Commitments towards acquisition of

property and equipment 110,835 251,850

i Seasonality of results

No income of seasonal nature was recorded in the condensed statement of comprehensive income for the six
months period ended 30 June 2013 and 2012.

18. Approval of condensed financial statements

The condensed financial statements were approved and authorised for issue on 14 August 2013.



