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Arabian Scandinavian Insurance Company P.L.C.  
 
Income statement  
for the year ended 31 December 2005 
 
  Note 2005 2004 
   AED  AED 
Underwriting profit/ (loss) 
 
Accident & liability  1,049,565 3,356,380 
Fire   (1,484,077) (558,793) 
Marine   (686,593) 599,350 
Other   1,105,660 929,054 
   ------------- ------------ 
Net underwriting (loss)/ profit  (15,445) 4,325,991 
 
Other operating income 14 1,303,894 999,397 
Rental income from investment properties 4 3,555,821 3,182,370 
Profit on sale of investment property  3,888,935 - 
Investment income 15 127,697,059 30,096,667 
Unrealised (loss)/ gain on investments fair valued  
through profit and loss  (1,185,058) 26,979,626 
   -------------- -------------- 
Net profit for the year  135,245,206 65,584,051 
   ======== ======== 
 
Earnings per share 22 13.52 6.56 
   ===== ==== 
 
The notes on pages 9 to 26 form part of these financial statements. 
 
The report of the Auditors is set out on page 3. 
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Arabian Scandinavian Insurance Company P.L.C. 
 

Statement of underwriting results 
for the year ended 31 December 2005 
      
   Accident and    Total Total 

 Note liability Fire Marine  Other 2005 2004 
  AED AED AED AED AED AED 
 

Premium written 28,035,120 4,390,991 4,258,512 5,259,481 41,944,104 39,440,604 
Less: Reinsurance share (5,567,653) (3,799,080) (3,213,029) (614,578) (13,194,340) (14,775,201) 
  -------------- ------------ ------------ ------------ -------------- -------------- 
Net premium 22,467,467 591,911 1,045,483 4,644,903 28,749,764 24,665,403 
Less: Unearned premium reserve at 1 January 7,949,289 315,266 210,906 1,264,157 9,739,618 16,911,641 
Add: Unearned premium reserve at 31 December (8,986,987) (236,764) (261,371) (1,857,961) (11,343,083) (9,739,618) 
Additional reserve  
Less: Additional reserve at 1 January 2,000,000 - - - 2,000,000 2,000,000 
Add: Additional reserve at 31 December (2,000,000) - - - (2,000,000) 2,000,000 
  -------------- ----------- ---------- ------------ -------------- -------------- 
Net premiums earned 21,429,769 670,413 995,018 4,051,099 27,146,299 31,837,426 
Commission earned 913,953 541,482 993,044 7,753 2,456,232 2,187,091 
  -------------- ------------ ------------ ------------- -------------- ------------- 
Total underwriting revenue 22,343,722 1,211,895 1,988,062 4,058,852 29,602,531 34,024,517 
  -------------- ------------ ------------ ------------- -------------- -------------- 
Claims paid (31,142,057) (7,287,711) (1,649,798) (1,948,818) (42,028,384) (53,345,288) 
Less: Reinsurance share 12,995,418 6,340,808 1,642,066 210,793 21,189,085 21,682,515 
  -------------- ---------- ----------- ------------- -------------- -------------- 
Net claims paid (18,146,639) (946,903) (7,732) (1,738,025) (20,839,299) (31,662,773) 
Add: Outstanding claims at 1 January 10,127,871 (6,794) 226,617 571,112 10,918,806 21,828,187 
Less: Outstanding claims at 31 December (7,077,276) (429,375) (653,873) (557,533) (8,718,057) (10,918,803) 
  -------------- ---------- ------------ ------------- -------------- -------------- 
Net claims incurred (15,096,045) (1,383,072) (434,988) (1,724,446) (18,638,550) (20,753,389)  
Commission paid (1,452,875) (587,867) (418,084) (360,309) (2,819,135) (2,328,328) 
  -------------- ---------- ------------ ------------ -------------- ------------- 
Total underwriting expenses (16,548,919) (1,970,939)  (853,072) (2,084,755) (21,457,685) (23,081,717) 
  -------------- ----------- ------------ ------------ -------------- -------------- 
Underwriting surplus  5,794,803 (759,044) 1,134,990 1,974,097 8,144,846 10,942,800 
 
Administrative expenses – allocated 16 (4,745,238) (725,033) (1,821,583) (868,437) (8,160,291) (6,616,809) 
  -------------- ---------- ---------- ------------ -------------- ------------- 
Underwriting profit  1,049,565 (1,484,077) (686,593) 1,105,660 (15,445) 4,325,991 

  ======== ====== ====== ====== ======== ======= 
 
The notes on pages 9 to 26 form part of these financial statements. 
 
The report of the Auditors is set out on page 3.
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Arabian Scandinavian Insurance Company P.L.C.  
 

Statement of cash flows 
for the year ended 31 December 2005 
  Note 2005 2004 
   AED AED 
Operating activities 
Net profit for the year  135,245,206 65,584,051 
Adjustment for: 
Depreciation  275,561 276,661 
Profit on sale of property and equipment  (500) (88,133) 
Unrealised loss/ (gains) on investments fair  
Valued through profit and loss   1,185,028 (26,979,626) 
Movement in unearned premium reserve  1,603,466 (7,172,023) 
Profit on sale of investment property  (3,888,935) - 
Profit on sale of investments fair valued through profit and loss   
and available for sale investments  (126,728,219) (28,656,719) 
Dividend received   (968,840) (1,439,948) 
Movement in provision for employees’ terminal benefits  84,730 89,390   
   ------------- --------------- 
Operating profit before changes in working capital  6,807,497 1,613,653 
 
Decrease in trade receivables  5,230,471 8,093,754 
Decrease/ (increase) in due from related parties  980,990 (166,156) 
(Increase)/ Decrease in other receivables and prepayments                                        (11,426,678) 1,458,842 
Decrease in due to related parties  (31,742) (18,917) 
Decrease in trade and other payables  (1,127,331) (1,399,026) 
Decrease in provision for outstanding claims  (2,200,750) (10,909,384) 
   -------------- --------------- 
Cash flows from operating activities  (1,767,543) (1,327,234) 
   -------------- --------------- 
Investing activities 
Addition to property under construction  (21,114,205) (7,068,630) 
Purchase of investments fair valued through profit and loss (319,556,649) (112,723,599) 
Purchase of investments available for sale  (105,285,514) 
Proceeds from sale of investment properties  7,543,034 - 
Proceeds from sale of property and equipment  500 174,000 
Proceeds from sale of investments  431,340,417 128,047,622  
Purchase of property and equipment  (111,891) (422,785) 
Dividend received    968,840 1,439,948 
   ------------- ------------- 
Cash flows from investing activities  (6,215,468) 9,446,556 
   ------------- ------------- 
Financing activities 
Directors' remuneration paid  (1,000,000) - 
   ------------- ------------- 
Cash flows from financing activities  (1,000,000) - 
   ------------- ------------- 
Net (decrease)/ increase in cash and cash equivalents  (8,983,011) 8,119,322 
 
Cash and cash equivalents at the beginning of the year  19,058,526 10,939,204 
   -------------- -------------- 
Cash and cash equivalents at the end of the year  10,075,515 19,058,526 
   ======== ======== 
These comprise the following: 
 
Cash in hand and at bank 9 14,575,515 23,558,526 
Less: deposits having maturity of more than three months  (4,500,000) (4,500,000) 
   -------------- -------------- 
Cash and cash equivalents at the end of the year  10,075,515 19,058,526 
   ======== ======== 
 
The notes on pages 9 to 26 form part of these financial statements. 
 
The report of the Auditors is set out on page 3.
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Arabian Scandinavian Insurance Company P.L.C.  
 

Statement of changes in shareholders’ equity 
for the year ended 31 December 2005 
 

 Share  Legal General Proposed Proposed Proposed Fair value Retained  
 capital reserve reserve dividends directors’  bonus  reserve earnings Total 
     remuneration Issue    
 AED AED AED AED AED AED AED AED AED 
As at 1 January 2005  50,000,000 18,035,037 10,144,837 - 1,000,000 50,000,000 - 12,911,282 142,091,156 
Net profit for the year - -   - - - - - 135,245,206 135,245,206 
Proposed dividend - -   - 10,000,000 - - - (10,000,000) - 
Issue of bonus shares  50,000,000 -  - - - (50,000,000) - - - 
Transfer to legal reserve (a) - 13,524,521  - - - - - (13,524,521) - 
Transfer to general reserve (b) - - 13,524,521 - - - (13,524,521) - 
Proposed bonus issue - - - - - 40,000,000 - (40,000,000) - 
Fair value reserve for 
investments available for sale - -  - - - - 

 
11,517,262 - 

 
11,517,262 

Payment of Directors’ 
remuneration - -  - - (1,000,000) - 

 
- - 

 
(1,000,000) 

Proposed directors’ 
remuneration (c) - -  - - 1,200,000 - 

- 
(1,200,000) - 

As at 31 December 2005  100,000,000 31,559,558   23,669,358 10,000,000 1,200,000 40,000,000 11,517,262 69,907,446 287,853,624 
     

 

 

 

  

As at 1 January 2004  50,000,000 11,476,632 3,586,432 - - - - 11,444,041 76,507,105 
Net profit for the year - -  - - - - - 65,584,051 65,584,051 
Proposed bonus issue - -  - - - 50,000,000 - (50,000,000) - 
Transfer to legal reserve (a) -  6,558,405  - - - - -  (6,558,405) - 
Transfer to general reserve (b) - - 6,558,405  - - - - (6,558,405) - 
Proposed directors’ 
remuneration (c ) - -  - - 

1,000,000 
- -   (1,000,000) - 

As at 31 December 2004 50,000,000 18,035,037 10,144,837 - 1,000,000 50,000,000 - 12,911,282 142,091,156 
 

(a) In accordance with Article 255 of the UAE Federal Commercial Companies Law, a minimum of 10% of the net profit of the Company is required to be allocated every year to 
a statutory reserve, which is not distributable. Such allocations may be ceased when the statutory reserve equals half of the paid up share capital of the Company. 
 

(b) In accordance with the Company’s Articles of Association, a minimum of 10% of the annual net profits should be transferred to general reserve until such time as this reserve 
equals at least 50%  of the paid up share capital. 
 

(c) In accordance with the Ministry of Economy and Commerce interpretation of Article 118 of Federal Law No. 8 of 1984, directors’ remuneration has been treated as an 
appropriation from shareholders’ equity.   

 
  
 
 

The notes on pages 9 to 26 form part of these financial statements. 
 
The report of the Auditors is set out on page 3.



9  

Arabian Scandinavian Insurance Company P.L.C. 
 
Notes 
(forming part of the financial statements) 
 

1.  Legal Status and principal activities 
 

Arabian Scandinavian Insurance P.L.C. (“the Company”) is a Public Shareholding Company, 
registered in the United Arab Emirates in 1992. Prior to 1992, the Company was a Limited 
Liability Company incorporated by Amiri Decree of His Highness, the Ruler of Dubai, in 1978. 
 
The Company is subject to the regulations of Federal Law No. 9 of 1984 (as amended), applicable 
to insurance companies and is registered in the insurance companies’ register under number (6) in 
1984. 
 
The principal activity of the Company is the writing of all classes of general insurance business.  
The Company operates through its Dubai and Abu Dhabi offices. 
 
The registered office of the Company is at Al Kazim Building, P. O. Box 1993, Dubai, UAE. 

 
2.  Significant accounting policies 

 
            Statement of compliance 
 
 These financial statements have been prepared in accordance with International Financial 

Reporting Standards (“IFRS”) and its interpretations adopted by the International Accounting 
Standards Board (“IASB”) and the requirements of UAE Federal Law No.8 of 1984 (as 
amended). 

  
 The following accounting policies have been applied consistently in dealing with the items in 

relation to the Company’s financial statements except for the adoption of revised IAS 39 and 
IFRS 4.  

  
 Refer to note 19, which sets out the status of the Company’s compliance with the requirements 

of IFRS 4 relating to the disclosure of claims development tables. 
 
Adoption of revised IAS 39  
 
The Company has adopted the revised International Accounting Standard No 39 “Financial 
Instruments. The most significant impact of this revised IAS 39 has been the accounting 
treatment for recognizing unrealized gains or losses on revaluation of available-for-sale 
category of investments. Prior to 2005, the Company adopted the policy of recognizing all 
unrealized fair value gains/ (losses) on available-for-sale assets in the income statement as this 
was an allowable treatment under IAS 39. Under revised IAS, which is effective from 1 January 
2005, all unrealized fair value revaluation gains/ (losses) on available-for-sale assets must be 
shown as part of shareholder’s equity and not through the income statement.  
 
On adoption of revised IAS 39 the Company has re-designated all equity investments 
previously designated as available-for-sale to “investments fair valued through profit and loss” 
as permitted by the Standard. Unrealized fair value gains or losses arising from these 
investments are accounted for in the income statement. Hence there is no impact of a 
restatement on the Company’s income statement and balance sheet of 2004. 
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
2.  Significant accounting policies (continued) 
 

Adoption of IFRS 4 
 

The Company has adopted IFRS 4 effective 1 January 2005. Following the adoption of IFRS 4, 
“Insurance Contracts”, the Company continues to apply the same accounting policies for the 
recognition and measurement of obligations arising from insurance contracts issued (including 
related policy on acquisition costs) and reinsurance contracts held for the year ended 31 
December 2005 as were applied for the Company’s audited financial statements at 31 December 
2004 with the exception of its policy for liability adequacy test as disclosed below.  

 
Basis of preparation 
 

            The financial statements are presented in United Arab Emirates Dirhams (“AED”) and are 
prepared on a historical cost basis except for investment properties, investments fair valued 
through profit and loss account and investments available for sale, which are stated at fair value. 

 

            The significant accounting policies adopted are as follows: 
 

a) Insurance contracts 
 

Contracts under which the Company accepts significant insurance risk from another party 
(the policyholder) by agreeing to compensate the policyholder or other beneficiary if a 
specified uncertain future event (the insured event) adversely affects the policyholder or 
other beneficiary are classified as insurance contracts.  

 

b)  Revenue recognition 
 

Premiums are recognised as revenue once the risk is accepted.  Amount ceded to reinsurers 
are recognised in accordance with re-insurance agreements in place during the year. 
Commission income and expense are recognised on accrual basis. 

 
Unearned premium reserve and additional reserve 

 

The unearned premium reserve represents the estimated proportion of the net premiums 
written which relates to the periods of insurance subsequent to the balance sheet date and is 
calculated at 25% on marine cargo business and at 40% on all other insurance business. In 
instances where the management is of the opinion that the unearned premium reserve 
calculated on the above basis is not adequate to cover the unexpired risk existing after the 
balance sheet date, an additional  technical reserve is created. 

 

c)  Claims 
 

 Claims paid 
 

Claims paid during the year are charged against the year’s income on the basis of actual 
settlements made. 
 

          Outstanding claims and IBNR reserve 
 

            On an on-going basis, provisions are made for all known and reported claims, including 
handling cost, for all classes of business which have not been paid as at 31 December 2005, 
after deduction of reinsurance share and estimated recoveries on account of salvage and 
subrogation reimbursements. An additional provision is also made for any claims incurred 
but not reported at the balance sheet date on the basis of management estimates. The 
method used by the Company to calculate claims Incurred But Not Reported (IBNR) takes 
into account historical data, past estimates and details of the reinsurance programme, to 
assess the expected size of reinsurance recoveries.  
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
2.  Significant accounting policies (continued) 
 

d) Interest income 
 

            Interest income is recognised in the income statement on an accrual basis. 
 

e) Rental income 
 

            Rental income from investment properties are recognised in the income statement on a 
straight-line basis over the term of the lease. 

 
f) Dividend income 

 
            Dividend income is recognised in the income statement when received. 

 
g) General and administrative expenses 

 
     General and administrative expenses for the year, which relate directly to insurance 

operations, are allocated to the insurance departments in proportion to the gross 
premiums written by each department. 

          
h) Liability adequacy test 
 

All recognized insurance liabilities, including outstanding claims, are subject to a liability 
adequacy test at each reporting date. This involves comparison of current estimates of all 
contractual cash flows attached to these liabilities with their carrying amounts. Estimates of 
contractual cash flows include expected claim handling costs and recoveries from third 
parties. Any deficiency in carrying amounts is immediately charged to the statement of 
insurance operations by establishing a provision for losses arising from liability adequacy 
test.  

 
i) Financial instruments 

 
 Classification 

 

Investments fair valued through profit and loss are financial assets which are held for 
trading.   
 
Available-for-sale assets are financial assets which are not held for trading purposes or held 
to maturity. 

 

 Recognition 
 

The Company recognises financial assets fair valued through profit and loss and available 
for sale on the date it commits to purchase the assets.   

 
 Measurement 

 
Financial instruments are measured initially at cost, including transaction costs. 

 
 Fair value measurement principles 

 
The fair value of financial instruments is based on their quoted market price at the balance 
sheet date without any deduction for transaction costs except that any instrument that does 
not have a quoted market price in an active market and whose fair value cannot be reliably 
measured is stated at cost, including transaction costs, less impairment losses.  
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
2.  Significant accounting policies (continued) 
 

i) Financial instruments (continued) 
        
Fair value measurement principles 

 
Where discounted cash flow techniques are used, estimated future cash flows are based on 
management’s best estimates and the discount rate is a market-related rate at the balance 
sheet date for an instrument with similar terms and conditions. Where pricing models are 
used, inputs are based on market related measures at the balance sheet date. 

 
Gains and losses on subsequent measurement 
 
Gains and losses arising from a change in the fair value of financial assets fair valued 
through profit or loss are recognised directly in the income statement. Gains and losses 
arising from a change in the fair value of available for sale financial assets are recognised 
directly in equity. 
 
Derecognition 
 
A financial asset is derecognised when the Company loses control over the contractual 
rights that comprise that asset. This occurs when the rights are realised, expired or are 
surrendered.  A financial liability is derecognised when it is extinguished. 
 
Financial assets through profit or loss that are sold are derecognised and corresponding 
receivables from the buyer for the payment are recognised as of the date the Company 
commits to sell the assets. The Company uses the weighted average method to determine 
the gain or loss on derecognition. 
 
Available for sale financial assets that are sold are derecognised and the cumulative gains or 
losses previously recognised in equity are recognised in profit or loss.  
 

j) Investment properties 
 

            Investment properties are stated at fair value determined annually by an independent 
registered valuer. Fair value is based on current market prices for similar properties in 
the same location and condition. Any gain or loss arising in fair value is recognised in 
the income statement. Rental income from investment property is accounted for as 
described in accounting policy (e). 
 

k) Foreign currency transactions 
 
Transactions denominated in foreign currencies are translated to AED at the foreign 
exchange rates ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies are translated to AED at the foreign exchange rates 
ruling at the balance sheet date. Non monetary assets and liabilities denominated in 
foreign currencies, which are stated at historical cost, are translated to AED at the 
foreign exchange rate ruling at the date of the transaction. Realised and unrealised 
exchange gains and losses have been dealt with in the income statement. 
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
2.  Significant accounting policies (continued) 
 

l) Property and equipment and depreciation 
 

            Property and equipment are stated at cost of acquisition less accumulated depreciation to 
date and impairment losses, if any. Property and equipment are depreciated over their 
estimated useful lives using the straight line method of calculation. 
 
The estimated useful lives of all property and equipment are estimated as four years. 
Depreciation rates, useful lives, as well as residual values, are reassessed annually. 
 
Property that is being constructed or developed for future use as investment property is 
classified as property and equipment and stated at cost until construction or development 
is complete, at which time it is reclassified as investment property. 

 
m) Employee terminal benefits 

 
Provision is made for employee terminal benefits in accordance with the Company’s 
policy, which meets the requirements of the UAE Federal Labour Law applicable to an 
employee’s accumulated period of service at the balance sheet date. The Company pays 
its obligations regarding UAE citizens into a Social Security and UAE Pension Fund in 
accordance with the UAE Federal Law No. 7 of 1999 for Pension and Social Security. 

 
n) Trade and other receivables 

 
Trade and other receivables are stated at the amortised costs net of provision for amounts 
estimated to be doubtful of recovery. 

 

o) Accounts payable and accruals 
 
Trade payables and accruals are stated at the amortised costs. Liabilities are recognised 
for amounts to be paid in future for goods or services received, whether or not billed to 
the Company. 
 

p) Cash and cash equivalents 
 
Cash and cash equivalents comprise cash in hand, balances in current accounts, and short 
term fixed deposits with banks. 

 
q) Provisions 

 

A provision is recognised in the balance sheet when the Company has a legal or 
constructive obligation as a result of a past event, it is probable that an outflow of 
economic benefits will be required to settle the obligation and a reliable estimate can be 
made of the amount of the obligation. 
 

r) Impairment 
 

 The carrying amounts of the Company’s assets are reviewed at each balance sheet date 
or whenever, there is any indication of impairment. If any such indication exists, the 
recoverable value of the assets is estimated. An impairment loss is recognised where the 
carrying amount of an asset exceeds its recoverable value.  Impairment losses are 
recognised in the income statement. The impairment losses are reversed when there is an 
indication that the impairment loss may no longer exist and there has been a change in 
the estimates used to determine the recoverable amounts. 
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
2.  Significant accounting policies (continued) 
 

s) Operating lease 
 

Leases in terms of which the substantial risk and rewards of ownership are retained by 
the lessor are classified as operating leases.  Operating lease rentals and payments are 
recognised as an expense in the income statement on a straight-line basis over the lease 
term. 

 
t) Critical accounting estimates and judgments in applying accounting policies 

 
 The Company makes estimates and assumptions that affect the reported amounts of 

assets and liabilities within the next financial year.  Estimates and judgments are 
continually evaluated and based on historical experience and other factors, including 
expectations of future events that are believed to be reasonable under the circumstances.  
 
The estimation of the ultimate liability arising from claims made under insurance 
contracts is the Company’s most critical accounting estimate.  There are several sources 
of uncertainty that need to be considered in the estimate of the liability that the Company 
will ultimately pay for such claims.  The Company estimates for reported and unreported 
losses and establishing resulting provisions and related reinsurance recoverable is 
continually reviewed and updated, and adjustments resulting from this review are 
reflected in income.  The process relies upon the basic assumption that past experience, 
adjusted for the effect of current developments and likely trends, is an appropriate basis 
for predicting future events. 
 

u) Reinsurance assets 
 

 Amounts recoverable under reinsurance contracts are assessed for impairment at each 
balance sheet date. Such assets are deemed impaired if there is objective evidence, as a 
result of an event that occurred after its initial recognition, that the Company may not 
recover all amounts due and that the event has a reliably measurable impact on the 
amounts that the Company will receive from the reinsurer.  
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 

 
3. Property and equipment 
 

 Furniture 
and 

fixtures 
 AED 

 Motor 
vehicles 

            
 AED 

 Property 
under 

construction 
              AED 

              Total 
               
 
 AED 

Cost        
At 1 January 2004 2,403,901  297,625  155,318     2,856,844 
Additions 57,785  365,000  7,068,630  7,491,415 
Disposals -  (281,500)  -  (281,500) 
At 31 December 2004 2,461,686  381,125  7,223,948  10,066,759 
        
At 1 January 2005 2,461,686  381,125  7,223,948  10,066,759 
Additions 111,891  -  21,114,205  21,226,096 
Transfer to investment 
properties on 
completion 

 
 

- 

  
 

- 

  
 

(14,825,887) 

  
 

(14,825,887) 
Disposals -  (4,825)  -     (4,825) 
At 31 December 2005 2,573,577  376,300  13,512,266  16,462,143 
        
Depreciation        
At 1 January 2004 1,991,530  139,543  -  2,131,073 
Charge 202,066  74,595  -  276,661 
On disposals -  (195,633)  -  (195,633) 
At 31 December 2004 2,193,596  18,505  -  2,212,101 
        
At 1 January 2005 2,193,596  18,505  -  2,212,101 
Charge 181,486  94,075  -  275,561 
On disposals -  (4,825)  -  (4,825) 
At 31 December 2005 2,375,082  107,755  -  2,482,837 
        
Net book value        
At 31 December 2005 198,495  268,545  13,512,266  13,979,306 
At 31 December 2004 268,090  362,620  7,223,948  7,854,658 

 
Property under construction comprises of land and construction costs and will be reclassified to 
investment property upon completion. 
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
4. Investment properties 

 2005 2004 
 AED AED 
 
At 1 January 51,289,855 51,289,855 
Transferred from property  
and equipment upon completion 14,825,887 - 
Sold during the year (3,654,099) - 
 ------------- -------------- 
At 31 December 62,461,643 51,289,855 
 ======== ======== 
 
Investment properties comprise of plots of land and buildings. The value of investment properties 
at 31 December 2005, as determined by an independent real estate broker, is AED 63,000,000. 
However, the investment properties continued to be carried at cost in the financial statements as 
the Company’s Management is of the view that the cost of the properties is not materially different 
from their fair value. 
 
The rental income and operating expenses relating to these properties are as follows: 
 
 
 2005 2004 
 AED AED 
Gross rental income 3,883,059 3,274,848 
Less: Direct operating expenses (327,238) (92,478) 

               ------------         ----------- 
         Net rental income       3,555,821         3,182,370 
         =======         ======= 
 

5. Investments available for sale 
 

 2005 
AED 

 2005 
AED 

    
Equity investments – Quoted 116,802,775  - 

    

 
6. Investments fair valued through profit and loss 

 
 2005 

AED 
 2004 

AED 
    

Equity investments – Quoted 92,257,709  78,498,287 
Equity investments – Unquoted 515,357  515,357 
 92,773,066  79,013,644 
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Arabian Scandinavian Insurance Company P.L.C. 
 
Notes (continued) 
 
7. Trade receivables 

 2005 2004 
 AED AED 

 
Accounts receivable 3,872,699 3,879,757 
Reinsurance companies 1,421,530 555,842 
Insurance companies, agents and brokers 9,562,190 14,517,974 
 ------------- ------------- 
 14,856,419 18,953,573 
Less: Allowance for impairment losses (2,309,611)       (1,176,294) 
 ------------- ------------- 
 12,546,808 17,777,279 
 ======== ======== 
 

8. Other receivables and prepayments 
 2005 2004 
 AED AED 
   

Prepaid expenses 753,414 564,491 
Advances and deposits 45,538 37,997 
Other receivables 12,578,286 1,348,072 
 ------------- ------------ 
 13,377,238 1,950,560 

 ======== ======= 
9. Cash in hand and at bank  

  
  2005  2004 
 AED  AED 
    
Cash in hand -  1,450 
Call deposits 654,760  498,157 
Term deposits 10,359,573  10,058,464 
Cash at bank 3,561,182  13,000,455 

 14,575,515  23,558,526 
 
Term deposits include AED 4,500,000 (2004: AED 4,500,000), which are held as guarantee 
deposits in favour of the UAE Ministry of Economy and Commerce in accordance with Federal 
Law No. 9 of 1984 (as amended). The remaining term deposits held by the Company at 31 
December 2005 have a maturity period of less than 3 months. The above deposits carry interest 
rates of 2% to 4%. 
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10. Trade and other payables 

 2005 2004 
 AED AED 
 

Creditors 2,596,222 4,132,206 
Reinsurance companies 7,620,081 9,157,773 
Premium reserve withheld 2,913,011 2,952,463 
Accrued expenses  113,070  276,909 
Insurance companies 3,238,213 2,961,204 
Deferred rental income 2,044,953 1,581,622 
Other payables 1,563,402 154,107 
 -------------- ------------- 
 20,088,952 21,216,284 
 ======== ======== 

 
11. Unearned premium reserve and additional technical reserve 

  
Movements in unearned premium reserve 

 
 2005       2004 
 AED  AED 
    
Total at beginning of the year 9,739,618  16,911,641 
Provision made during the year 11,343,083  9,739,618 
Provision released during the year (9,739,618)  (16,911,641) 
Total at end of the year 11,343,083  9,739,618 
    
 
Additional reserve of AED 2 million (2004: AED 2 million) has been created as the management 
feels that the calculation of unearned premium reserve does not fully take account of the average 
policy inception date for the motor portfolio. 
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12. Outstanding claims reserve   

 2005 2004 
 AED AED 
 
Reserve for outstanding claims 20,740,451 23,810,039 
Reserve for incurred but not reported claims 2,100,000 3,000,000 
 -------------- ------------- 
 22,840,451 26,810,039 
Less:  Reinsurer’s share of outstanding claims (14,122,398) (15,891,236) 
 ------------- -------------- 
 8,718,053 10,918,803 

           =======       ======== 
 
Movements in outstanding claims reserve: 
 
 2005 
 Gross Reinsurance Net 
 AED AED AED 
Total at beginning of the year 26,810,039 15,891,236 10,918,803 
Net movement during the year (3,969,588) (1,768,838) (2,200,750) 
Total at end of the year 22,840,451 14,122,398 8,718,053 
    
 2004 
 Gross Reinsurance Net 
 AED AED AED 
Total at beginning of the year 31,336,534 9,508,347 21,828,187 
Net movement during the year (4,526,495) 6,382,889 (10,909,384) 
Total at end of the year 26,810,039 15,891,236 10,918,803 

 
 Assumptions and sensitivities 
  
 Process used to determine the assumptions  
 

The process used to determine the assumptions for calculating the outstanding claim reserve is 
intended to result in neutral estimates of the most likely or expected outcome. The sources of data 
used as inputs for the assumptions are internal, using detailed studies that are carried out annually. 
The assumptions are checked to ensure that they are consistent with observable market practices or 
other published information.  
 
The nature of the business makes it very difficult to predict with certainty the likely outcome of 
any particular claim and the ultimate cost of notified claims. Each notified claim is assessed on a 
separate, case by case basis with due regard to the claim circumstances, information available from 
loss adjusters and historical evidence of the size of similar claims. Case estimates are reviewed 
regularly and are updated as and when new information arises. 
 
The provisions are based on information currently available. However, the ultimate liabilities may 
vary as a result of subsequent developments or if catastrophic events occur. The impact of many of 
the items affecting the ultimate costs of the loss is difficult to estimate.  
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12. Outstanding claims reserve  (continued) 

 
       Assumptions and sensitivities (continued) 

 
The provision estimation difficulties also differ by class of business due to differences in the 
underlying insurance contract, claim complexity, the volume of claims and the individual severity 
of claims, determining the occurrence date of a claim, and reporting lags.  

 
IBNR provisions are initially estimated at a gross level and a separate calculation is carried out to 
estimate the size of reinsurance recoveries. The method used by the Company takes into account 
historical data, past estimates and details of the reinsurance programme, to assess the expected size 
of reinsurance recoveries.  
 
Assumptions and sensitivities to changes in key variables  
 
The assumptions that have the greatest effect on the measurement of insurance contract provisions 
are the expected loss ratios for the most recent accident years for accident and liabilities. These are 
used for assessing the IBNR for the 2004 and 2005 accident years.  

  
Where variables are considered to be immaterial, no impact has been assessed for insignificant 
changes to these variables. Particular variables may not be considered material at present. 
However, should the materiality level of an individual variable change, assessment of changes to 
that variable in the future may be required.  
 
An analysis of sensitivity around various scenarios provides an indication of the adequacy of the 
Company’s estimation process. The Company believes that the liability for claims reported in the 
balance sheet is adequate. However, it recognises that the process of estimation is based upon 
certain variables and assumptions which could differ when claims arise.  
 

13. Related party transactions 
 

The Company, in the normal course of business, collects premiums, settles claims and enters into 
other transactions with other businesses that fall within the definition of related parties contained 
in the International Accounting Standard 24. The management believes that the terms of such 
transactions are not significantly different from those that could have been obtained from third 
parties.  

 
The following are the details of significant transactions with related parties. 
 
 2005 2004 
 AED AED 
 
Insurance policies written for shareholders’ companies 339,992 147,632 
Management expenses (net) 1,193,401 850,759 
Premiums written through a related party broker 5,343,639 6,408,151 
Commission paid 656,160 1,295,194 
Directors’ and key management personnel  
(remuneration including benefits) 1,814,954 1,488,315 
Sale of investment property to key management  7,543,034 - 
Claims paid  386,974 71,627 

   ======= ======= 
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13. Related party transactions (continued) 
 

The balances with related parties at 31 December 2005 are as follows: 
 

 2005 2004 
                  Due from related parties AED AED 

 
Insurance Service Management 3,798,872 4,695,139 
Architectural Construction Company 549,345 628,040 
Ahmed M A Kazim - 200 
Al Kazim Furniture - 5,828 
 ------------ ------------ 
 4,348,217 5,329,207 

   ======= ======= 
 
                    2005 2004 

         Due to related parties  AED AED 
 

Al Kazim - 13,174  
Al Kazim Real Estate - 8,150  
Santy General Trading - 578  
Kazim Travel Agency - 3,430 
General Supermarket - 6,410 
 ----------- ---------- 
 - 31,742 

   ====== ====== 
 
14. Other operating income 

 2005 2004 
 AED AED 
 
Profit on sale of property and equipment 500 88,133 
Interest income - net 310,540 117,412 
Other 992,854 793,852 
 ------------ ---------- 
 1,303,894 999,397 
 ======= ====== 

15. Investment income 
  

 2005 2004 
 AED AED 

 
Dividend income 968,840 1,439,948 
Gain on disposal 126,728,219 28,656,719 
 --------------- ------------- 
 127,697,059 30,096,667 
 ========= ======== 
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16.  General and administrative expenses 

 2005 2004 
 AED AED 
These include: 
Staff costs 3,971,173 3,766,030 
Contributions to employees’ terminal benefits scheme 166,902 171,224 
Rent 712,490 603,395 
Depreciation 275,561 276,661 
 ====== ====== 
Number of employees at 31 December 68 68 
 ==== ==== 
 

17. Contingent liabilities and capital commitments 
 2005 2004 
 AED AED 
   

Letters of guarantee 9,009,009 9,862,391 
 ======== ======== 
 

Capital commitments at 31 December 2005 amounted to AED 25,465,774 (2004: AED 8,752,834). 
 

The Company, in common with other insurance companies, is involved as a defendant in a number 
of legal cases in respect of its underwriting activities. A provision is made in respect of each 
individual case where it is probable that the outcome would result in a loss to the Company in 
terms of an outflow of economic resources and a reliable estimate of the amount of outflow can be 
made. 
 

18. Operating leases 
 
 There are no non cancelable operating lease rentals payable and receivable by the Company.   

 
During the current year AED 712,490 (2004: AED 603,395) was recognised as an expense in the 
income statement in respect of operating leases. 
 

19.    Insurance risk management 
 

Risk management objectives and policies for mitigating insurance risk 
 
The primary insurance activity carried out by the Company assumes the risk of loss from persons 
or organisations that are directly subject to the risk. Such risks may relate to property, liability, 
life, accident health, financial or other perils that may arise from an insurable event. The Company 
also has exposure to market risk through its insurance and investment activities. The Company 
manages the risk through well laid out procedures and delegation levels for both underwriting and 
settlement of claims.  
 
The Company has structured policies for acceptance and pricing risks. All experienced and 
qualified professionals undertake the assessment of risks and pricing, with a conservative and 
cautious approach. Survey, risk measurement, sensitivity analysis, reinsurance term etc., are 
followed meticulously before acceptance of risk. Apart from these study of portfolio, probability, 
market trend, past history are all considered for pricing.  
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19.    Insurance risk management (continued) 

 
Underwriting strategy  
 

 Involves the Company’s own risk assessment procedures and is based on balance portfolio. The 
philosophy and plan is set out in terms of industry, type of exposures, limits for each class, and 
quality of risks with acceptance levels. This is percolated down to the lower levels of the 
underwriting sections with the authorities specified along with their limits. Risk selection is set out 
as per risk management. 

 
Reinsurance strategy  

 
In parlance with other insurance companies to minimise and control the net exposure, the 
Company enters into reinsurance arrangements. This provides for additional capacity, better 
diversification of business and better management control on losses from any large risk. 
 
These reinsurance are through treaty and facultative reinsurance contracts. The reinsurers are 
selected based on their standing in the market, rating, relationship experience and length of 
association.  
 
Reinsurance recoverable are monitored on regular basis and exchanges of reconciliation’s are done 
with complete control over the receivables. 

 
Terms and conditions of insurance contracts  

 
Insurance perse is based in uncertainty of event. As such the terms and conditions of Insurance 
contracts varies but are normally based on the international guidance and policy wordings as 
followed by all Insurance Companies in the market. 
 
Normally an Insurance contract contains the coverage of the subject of insurance, the exclusions 
and obligations of the insured and the insurers. Deviations are reported forthwith to the insurer by 
the insured and any accident event to be reported immediately. Long tail business is generally 
those, which, prolong for the long period of time to finalise and settle claims (those of marine/ 
construction and liability contracts). 

 
Insurance companies normally provide for ‘IBNR’ claims as a matter of abundant precaution to 
take care of any such claims forthcoming. These are based on historical data and experience of the 
respective class with a foresight. 
 
Claims development 
 
Claims development tables are required to be disclosed in order to put the unpaid claims estimates 
included in the financial statements into a context, allowing comparison of the development claims 
provisions with those seen in previous years.  
 
This disclosure is not required when the uncertainty is typically resolved within one year. For all 
classes of business underwritten by the Company the uncertainty is typically resolved within one 
year except for certain classes of Motor Insurance where the uncertainty is generally resolved 
within three years. The data currently available is not in a form which would make it practical to 
present a claims development table for this class of business. The company is currently developing 
its existing system which will enable this disclosure in future years. 
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20. Financial instruments 
  

Financial assets of the Company include cash at bank and in hand, accounts receivables, 
receivables from insurers and reinsurers, other receivables and investments. Financial liabilities 
include accounts payable and due to insurers and reinsurers. 
 

 

 a) Interest rate risk management 
 

The Company is not excessively exposed to interest rate risk as its interest sensitive assets 
and liabilities are re-priced frequently. Interest rate risk is mainly on account of call and term 
deposits. 

 
 b) Credit risk 
  

All of the Company's underwriting activities are carried out in the United Arab Emirates. 
  

Cash is placed with a group of local banks with good credit ratings.  Credit risk on trade 
receivables is limited as they are due from a large number of customers, insurance companies 
and brokers.  Credit risk of reinsurers is limited by placement only with those companies 
having an acceptable credit rating. 
 

 c) Currency risk 
 

 Assets are typically funded in the same currency as that of the business being transacted to 
eliminate exchange exposures. Management believes that there is a minimal risk of 
significant losses due to exchange rate fluctuations and consequently the Company does not 
hedge foreign currency exposure. 

 
d) Managing insurance risk 

 
The Company carries reinsurance cover to minimise exposure to potential losses arising from 
large insurance claims and consequently, in the normal course of business, enters into 
arrangements with other parties for reinsurance purposes.  Reinsurance ceded contracts do 
not relieve the Company from its obligations to policyholders.  The Company remains liable 
to its policyholders for the portion reinsured to the extent that any reinsurer does not meet the 
obligations assumed under the reinsurance agreements. 

 
e)  Market risk 

 
Market risk is the risk that the value of a financial instrument will fluctuate as a result of 
changes in the market prices, whether those changes are caused by factors specific to the 
individual security, or its issuer, or factors affecting all securities traded in the market.  The 
Company is exposed to market risk with respect to its investments in marketable securities.  
The Company limits market risks by maintaining a diversified portfolio and by continuous 
monitoring of developments in the market. 
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       20.  Financial instruments (continued) 
 

f) Fair value of financial assets and liabilities  
 

The fair values of the financial assets and financial liabilities are, except where specifically 
disclosed, not materially different from their carrying amounts. 

 
21.  Segment information 
 
 By Business 

 2005 

 
Accident and 

Liabilities Fire Marine Other Total 
 AED AED AED AED AED 
     
Gross written premium  28,035,120 4,390,991 4,258,512 5,259,481 41,944,104 
     
Net premiums earned  21,429,769 670,413 995,018 4,051,099 27,146,299 
Commissions received on 
ceded reinsurance  913,953 541,482 993,044 7,753 2,456,232 
     
     
Net claims incurred  15,096,045 1,383,072 434,988 1,724,446 18,638,550 
     
Commissions paid  1,452,875 587,867 418,084 360,309 2,819,135 
     
Net underwriting 
profit/(loss)  1,049,565 (1,484,077) (686,593) 1,105,660 (15,445) 
     
 2004 

 
Accident and 

Liabilities Fire Marine Other Total 
 AED AED AED AED AED 
      
Gross written premium  28,186,946 4,237,537 3,556,786 3,459,335 39,440,604 
      
Net premiums earned  27,073,630 555,137 849,224 3,359,436 31,837,426 
Commissions received on 
ceded reinsurance  872,942 544,985 769,162 - 2,187,091 
      
      
Net claims incurred  18,517,938 6,794 226,617 1,724,401 20,753,389 
Commissions paid  1,343,428 569,208 290,067 125,621 2,328,328 
      
Net underwriting 
profit/(loss) 3,356,379 (558,793) 599,352 929,054 4,325,991 
      

 
By Geographical 

 
The Company does not have any geographical segment as Company is carrying out all of its 
operations with in UAE. 

 
 Segmental information based on assets and liabilities is not presented due to unavailability. 
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22. Earnings per share 
 

Earnings per share are calculated by dividing the net profit for the year by the weighted 
average number of shares outstanding after adjusting for the issue of bonus shares during the 
year as set out below: 

 2005 2004 
 AED AED 
  (Restated) 
 
Net profit for the year 135,245,206 65,584,051 
 ======== ======= 
Weighted average number of shares outstanding  
during the year (after adjusting for issue of bonus shares) 10,000,000 10,000,000 
 ======== ======= 
Earnings per share 13.52 6.56 
 ======== ======= 

 
23. Comparative figures 

 
Certain comparative figures have been reclassified, where necessary, to conform with the 
presentation adopted in these financial statements. 
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