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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Condensed consolidated interim statement of income 
for the six-month period ended 30 June 2010 
 

  Six-month Six-month Three-month Three-month 

 period ended period ended period ended period ended 

 

30 June 30 June 30 June 30 June 
2010 2009 2010 2009 

 AED’000 AED’000 AED’000 AED’000 
 (Un-audited) (Un-audited) (Un-audited) (Un-audited)
UNDERWRITING RESULTS     
Underwriting income     
Gross written contributions  1,066,641 825,306 540,291 414,046 
Less: reinsurance and  retakaful contributions 
ceded  (165,088) (121,814) (75,953) (67,003)

 --------- ---------- --------- ----------- 

Net contributions  901,553 703,492 464,338 347,043 
Net movement in unearned contributions (138,098) (136,825) (65,592) (75,462)
 -------- --------- ---------- ------------ 

Contributions earned 763,455 566,667 398,746 271,581 
Commissions received on ceded reinsurance 

and retakaful 
 

19,123 
 

16,262 10,478 9,774 
 -------- --------- ---------- ---------- 
 782,578 582,929 409,224 281,355 
 -------- --------- ---------- ----------- 
Underwriting expenses     
Gross claims paid 437,957 290,190 211,932 152,990 
Less: reinsurance and retakaful share of 
claims paid (67,176)

 
(26,437) (40,467) (14,430)

 -------- --------- ---------- ----------- 
Net claims paid 370,781 263,753 171,465 138,560  
Net movement in outstanding claims and  

technical reserves family 
 

61,696 
 

36,636 35,943 11,299 
 --------- --------- ---------- ---------- 
Claims incurred 432,477 300,389 207,408 149,859 
Commissions paid and other costs 262,953 191,496 130,610 100,065 
 -------- --------- ---------- ----------- 
 695,430 491,885 338,018 249,924 
 -------- --------- ---------- ---------- 
Net underwriting income   87,148 91,044 71,206 31,431 
Other Income     
Investment income 16,299 19,716 4,630 13,736 
Share of (loss)/profit from associates (16) 1,480 (220) 1,011 
Other income 18,524 17,168 11,470 13,712 
 -------- --------- ---------- ---------- 
 121,955 129,408 87,086 59,890 
Expenses --------- --------- --------- -------- 
General and administrative expenses (51,244) (45,266) (27,326) (22,499)
Other expenses (15,850) (18,601) (9,617) (8,648)
Financial expenses (12,027) (17,212) (5,399) (9,512)
Surplus distribution for life policyholders - (837) - (837)
 -------- ---------- ---------- ---------- 
Net profit before tax for the period -carried 

forward 42,834 47,492 44,744 18,394 
  -------- ---------- --------- ---------
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Condensed consolidated interim statement of income (continued) 
for the six-month period ended 30 June 2010 

 
  Six-month Six-month Three-month Three-month 

  period ended period ended period ended period ended 

  30 June 2010 30 June 2009 30 June 2010     30 June  2009 

  AED’000 AED’000 AED’000 AED’000
  (Un-audited) (Un-audited) (Un-audited) (Un-audited)
Net profit before tax for the period- 

brought forward  42,834 47,492 44,744 
 

18,394 
      
Income tax - current  (6,527) (2,841) (2,991) (1,478) 
  --------- --------- --------- ---------
Net profit after tax for the period  
    before policyholders’ distribution  36,307 44,651 41,753 16,916
Accumulated  surplus attributable to 
policyholders  utilised during the period 

 
2,126 - - -

  --------- -------- -------- --------
Net profit after tax and distribution to 
policyholders of the Company for the period 

 
38,433 44,651

 
41,753 16,916

  ===== ===== ===== =====
Earnings per share (AED) (note 13)  0.033 0.039 0.039 0.013
  ===== ===== ===== =====
 
Attributable to: 
Owners of the Company 

 

35,897 41,798 41,928 14,526 
Non-controlling interest   2,536 2,853 (175) 2,390 
  --------- --------- ---------- ---------
  38,433 44,651 41,753 16,916
  ====== ===== ====== =====
 
The notes on pages 9 to 22 form an integral part of these condensed consolidated interim financial statements. 
 
The Independent auditors’ review report is set out on page 1. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Condensed consolidated interim statement of comprehensive income  
for the six-month period ended 30 June 2010 
 
 

  Six-month Six-month Three-month Three-month 
 period ended period ended period ended period ended 
 30 June 2010 30 June 2009 30 June 2010  30 June 2009 
 AED’000 AED’000 AED’000 AED’000 
 (Un-audited) (Un-audited) (Un-audited) (Un-audited) 
Net profit after tax and distribution to 

policyholders for the period 38,433 44,651 41,753 16,916

  

Other comprehensive income  
Revaluation of available-for-sale investments (239) 16,817 (603) 13,865 
Foreign exchange translation reserve (5,690) (799) (4,355) 1,806 
Adjustment on reclassification of available-

for- sale investment into associates  
 

3,278 
 

- - - 
 --------- -------- -------- ------ 
Other comprehensive income for the period (2,651) 16,018 (4,958) 15,671 
 --------- -------- ------- -------
Total comprehensive income for the period 35,782 60,669 36,795 32,587 
 ===== ===== ===== ===== 

Attributable to:     

Owners of the Company 35,603 57,257 38,734 25,672 

Non-controlling interest  179 3,412 (1,939) 6,915 

 --------- -------- -------- --------- 

 35,782 60,669 36,795 32,587 

 ===== ===== ===== ====== 
 
The notes on pages 9 to 22 form an integral part of these condensed consolidated interim financial statements. 
 
The Independent auditors’ review report is set out on page 1. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
Condensed consolidated interim statement of cash flows 
for the six-month period ended 30 June 2010 
   Six-month Six-month 
   period ended period ended 
    30 June 2010  30 June 2009 
 AED’000 AED’000 
 (Un-audited) (Un-audited) 
 

Cash flows from operating activities   
Net profit before non controlling interest for the period 38,433 44,651 
Adjustment for:   
Movement in unearned contribution reserve (net of retakaful) 138,098 136,825 
 ---------- ---------- 
 176,531 181,476 
   
Change in deposits with takaful and retakaful companies (11,124) (14,170) 
Change in contributions and takaful balance receivable (131,363) (112,847) 
Change in due from related parties (1,599) 236,675 
Change in other assets and receivables (4,727) (23,559) 
Change in outstanding claims (net of retakaful) 49,032 33,278 
Change in takaful payables and other payables 79,129 (8,334) 
Change in due to related party 132 (336) 
           ----------          ---------- 
Net cash provided by operating activities 156,011 292,183 
 ---------- ---------- 
Cash flows from investing activities   
Change in property and equipment  6 650 
Change in intangible assets 180 861 
Change in investment in associates (24,112) (1,209) 
Change in statutory deposits (2,076) (1,323) 
Change in investments –net (1,236) (261,127) 
 --------- --------- 
Net cash used in investing activities (27,238) (262,148)
 --------- ---------
Cash flows from financing activities   
Change in term bank finance (100,078) 4,881 
Change in non controlling interest (20) 559
 ---------- ---------- 
Net cash (used in)/provided by financing activities (100,098) 5,440 
  ----------  ----------
Increase  in cash and cash equivalents 28,675 35,475 
Cash and cash equivalents at the beginning of the period 197,728 189,546 
 ---------- ----------
Cash and cash equivalents at the end of the period 226,403 225,021 
  ======   ====== 
  
   

 

  
The notes on pages 9 to 22 form an integral part of these condensed consolidated interim financial statements. 
 
The Independent auditors’ review report is set out on page 1. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 

Condensed consolidated interim statement of changes in equity (Un-audited) 
for the six-month period ended 30 June 2010 
 

 Attributable to the equity holders of the Company  
  Foreign Investment Non-  
 Share Statutory Revaluation exchange fair value  Treasury Retained controlling Total 
 capital reserve reserve translation reserve stock earnings Total interest equity 
 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 
     
Balance at 1 January 2009 1,100,000 49,904 12,491 (4,671) (23,165) (35,972) 255,757 1,354,344 24,161 1,378,505 
 ------------  ---------  --------- --------

-
 -------- -------- ---------- ----------  ------------  ------------  ------------ 

Total comprehensive income for the period     
Profit for the period - - - - - - 41,798 41,798 2,853 44,651 
Other comprehensive income     
Share in foreign exchange translation reserve - - - (655) - - - (655) (144) (799) 
Share in net change in  fair value of  
   available-for-sale investments 

   
 

Net change in fair value - - - - 16,114 - - 16,114 703 16,817 
 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Total other comprehensive  income - - - (655) 16,114 - - 15,459 559 16,018 
 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Total comprehensive income for the period - - - (655) 16,114 - 41,798 57,257 3,412 60,669 

 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Balance at 30 June 2009 1,100,000 49,904 12,491 (5,326) (7,051) (35,972) 297,555 1,411,601 27,573 1,439,174 
 =======  =====   =====  ===== ====== ====== ======  =======  =======  ======= 

 
The notes on pages 9 to 22 form an integral part of these condensed consolidated interim financial statements. 
 
The Independent auditors’ review report is set out on page 1. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 Condensed consolidated interim statement of changes in equity (Un-audited) 

for the six months period ended 30 June 2010 
 Attributable to the equity holders of the Company  
  Foreign Investment Non-  
 Share Statutory Revaluation exchange fair value  Treasury Retained controlling Total 
 capital reserve reserve translation reserve stock earnings Total Interest equity 
 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 
     
Balance at 1 January 2010 1,100,000 59,032 15,440           (5,009)          (5,994)         (35,972)       337,814      1,465,311          42,728      1,508,039  
 ------------  ---------  --------- --------

-
 -------- -------- ---------- ----------  ------------  ------------  ------------ 

Total comprehensive income for the period     
Profit for the period - - - - - - 35,897 35,897 2,536 38,433 
Other comprehensive income     
Share in foreign exchange translation reserve - - - (3,328) - - - (3,328) (2,362) (5,690) 
Share in net change in  fair value of  
   available-for-sale investments - - - - 

 
(244) - - (244) 5 (239) 

Adjustment on reclassification of  
  AFS investment into associates - - - - - - 3,278 3,278 - 3,278 
 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Total other comprehensive  - - - (3,328) (244) - 3,278 (294) (2,357) (2,651) 
 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Total comprehensive income for the period - - - (3,328) (244) - 39,175 35,603 179 35,782 

 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Transactions with owners, recorded 

directly in equity 
          

Increase in cash through contribution - - - - - - - - 2,337 2,337 
 ------------  ---------   ---------  -------- -------- ---------- ----------  ------------  ------------  ------------ 
Balance at 30 June 2010 1,100,000        59,032 15,440  (8,337)  (6,238)  (35,972) 376,989 1,500,914  45,244  1,546,158 
 =======  =====   =====  ===== ====== ====== ======  =======  =======  ======= 

 

The notes on pages 9 to 22 form an integral part of these consolidated financial statements. 
 

The Independent auditors’ review report is set out on page 1. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes 
(forming part of the condensed consolidated interim financial statements) 
 

1.  Legal status and activities 
 

Islamic Arab Insurance Co. (Salama) (“the Company”) is a public shareholding company, 
registered in the Emirate of Dubai, United Arab Emirates (UAE) and operates through various 
branches in the UAE. The registered office of the Company is P O Box 10214, Dubai, United Arab 
Emirates. The principal activity of the Company is the writing of all classes of general insurance 
and life insurance business (started 2006) in accordance with Islamic Sharia’a principles and in 
accordance with UAE Federal Law no. 9 of 1984 (as amended) relating to insurance companies 
and insurance agents.  

 

The Company and its subsidiaries are referred to as “the Group”. Tariic is an intermediate holding 
company and no commercial activities are carried out in the Kingdom of Bahrain. It has the 
following principal subsidiaries which are engaged in insurance and reinsurance under Islamic 
Sharia’a principles: 
 

     Tariic Ownership 
 30 June 31 December Country of
Subsidiaries 2010 2009 incorporation
Best Re 77.75% 77.75% Tunisia
Salama Senegal (Formerly Sosar Al     
   Amane Assurance) 55.1% 55.1% Senegal
Salama Assurances Algerie (formerly Al    
   Baraka Oua Al Amane) 89.11% 89.11% Algeria
Egyptian Saudi Insurance Home 51.15% 51.15% Egypt
 

2. (a) Statement of compliance 
 

These condensed consolidated interim financial statements have been prepared in accordance with 
the International Financial Reporting Standard (“IFRS”), IAS 34 Interim Financial Reporting. 
They do not include all of the information required for the full annual financial statements, and 
should be read in conjunction with the consolidated financial statements of the Group for the year 
ended 31 December 2009. 
 
(b) Change in accounting polices  
 
Accounting for business combinations 

  
From 1 January 2010 the Group has applied IFRS 3 Business Combinations (2008) in accounting 
for business combinations. 
 
For acquisitions on or after 1 January 2010, the group measures goodwill as the fair value of the 
consideration transferred (including the fair value of any previously-held equity interest in the 
acquiree) and the recognised amount of any non controlling interests in the acquiree, less the net 
recognised amount (generally fair value) of the identifiable assets acquired and liabilities assumed, 
all measured as of the acquisition date. When the excess is negative, a bargain purchase gain is 
recognised immediately in profit or loss.      
 
The group elects on a transaction by transaction basis whether to measure non-controlling interests 
at fair value, or at the proportionate share of the recognised amount of the identifiable net assets of 
the acquiree, at the acquisition date. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

3.  Significant accounting policies 
 

The condensed consolidated interim financial statements are presented in United Arab Emirates 
Dirham (“AED”), which is the “functional currency” of the parent company rounded to the nearest 
thousand. 
 
Except as explained in note 2, the Group has consistently applied the accounting policies used for 
the preparation of last published annual consolidated financial statements for the year ended 31 
December 2009. 
 

The Groups’ financial risk management objectives and policies are consistent with those disclosed 
in the consolidated financial statements as at and for the year ended 31 December 2009.  
 

Significant accounting policies with regard to the investment properties and financial instruments 
are stated below:  
 

a) Investment properties 
 

Investment property is property held either to earn rental income or for capital appreciation or for 
both. Investment property is measured at fair value with any change therein recognised in 
condensed consolidated interim statement of income. 
 

When the use of a property changes such that it is reclassified as property and equipment, its fair 
value at the date of reclassification becomes its cost for subsequent accounting.  
 

b) Financial instruments 
 

Non-derivative financial instruments 
 

Non-derivative financial instruments comprise investments in equity and debt securities, takaful 
and other receivables, cash and cash equivalents, amount due to and from related party, retakaful 
share of outstanding claims, retakaful share of unearned contributions reserve, deposits with 
takaful and  retakaful companies, investment contract liabilities, bank finance, outstanding claims 
and family takaful reserve, unearned contributions reserve,  takaful and other payables and other 
liabilities. 
 

i) Recognition, derecognition and initial measurement  
 

Non-derivative financial instruments are measured initially at fair value plus, for instruments not at 
fair value through profit or loss, any directly attributable transaction costs. 
 

Financial instruments are recognised when the Group becomes a party to the contractual 
provisions of the instrument. Financial assets are derecognised if the Group’s contractual rights to 
the cash flows from the financial assets expire or if the Group transfers the financial asset to 
another party without retaining control or substantially all risks and rewards of the asset.  
 

Financial liabilities are derecognised if the Group’s obligations specified in the contract expire or 
are discharged or cancelled.  Regular way purchases and sales of financial assets are recognised 
and derecognised, as applicable, on the trade date, i.e. the date that the Group commits itself to 
purchase or sell the asset. 
 

i)  Categories of financial instruments  
 

Financial instruments at fair value through profit or loss  
 

An instrument is classified as at fair value through profit or loss if it is held for trading or is 
designated as such upon initial recognition. Subsequent to initial measurement, financial 
instruments at fair value through profit or loss are measured at fair value, with fair value changes 
recognised in statement of income. Net changes in the fair value of financial assets classified as at 
fair value through profit or loss includes profit income and any dividends received. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

3. Significant accounting policies (continued) 
 

b) Financial instruments (continued) 
 

(ii) Categories of financial instruments (continued) 
 

Financial instruments at fair value through profit or loss (continued) 
 

All financial assets held by the Group in respect of its long term business funds are designated by 
the Group on initial recognition at fair value through profit or loss. This designation eliminates or 
significantly reduces a measurement inconsistency that would otherwise arise if these assets were 
not measured at fair value and the changes in fair value were not recognised in profit or loss.   
 

Held-to-maturity investments 
 

If the Group has the positive intent and ability to hold debt securities to maturity, and these debt 
securities have not been designated at fair value through profit or loss, then they are classified as 
held-to-maturity. Held-to-maturity investments are measured at amortised cost using the effective 
profit method, less any impairment losses. 
 

Available-for-sale financial assets 
 

This category is used for financial assts that are not classified as at fair value through profit or loss 
or held-to-maturity investments. Profit income is recognised in statement of income using the 
effective profit method. Dividend income is recognised in statement of income when the Group 
becomes entitled to the dividend. Foreign exchange gains/losses on monetary securities are 
recognised in the statement of income. Other fair value changes are recognised directly in equity 
until the investment is sold or impaired and the relevant balance in equity is recognised in 
statement of income.   
 

  Other financial assets 
  
 

Other non-derivative financial assets, such as cash and cash equivalents and insurance and other 
receivables are measured at amortised cost using the effective profit method, less any impairment 
losses. 

 

iii) Offsetting  
 

Financial assets and financial liabilities are set off and the net amount presented in the balance 
sheet when, and only when, the Group has a legal right to set off the amounts and intends either to 
settle on a net basis or to realise the asset and settle the liability simultaneously. 
 

Income and expenses are presented on a net basis only when permitted by accounting standards. 
Gains and losses arising from a group of similar transactions are reported on a net basis. 
 

iv) Fair value measurement  
 

The determination of fair values of financial instruments is based on quoted market prices or 
dealer price quotations for financial instruments traded in active markets. For all other financial 
instruments fair value is determined by using valuation techniques. Valuation techniques include 
net present value techniques, the discounted cash flow method, comparison to similar instruments 
for which market observable prices exist, and valuation models. 
 

Some or all of the inputs into these models may not be market observable, and are derived from 
market prices or rates or are estimated based on assumptions. When entering into an arm’s length 
transaction, a financial instrument is recognised initially at its transaction price, which is the best 
indicator of fair value, although the value obtained from the valuation model may differ from the 
transaction price. This initial difference is not recognised in profit or loss immediately. The timing 
of its recognition depends upon the facts and circumstances of each transaction but is not later 
then when the market data which supports the gain or loss becomes available. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 
Notes (continued) 
 
3. Significant accounting policies (continued) 
 

b) Financial instruments (continued) 
 

v) Identification and measurement of impairment 
 
At each reporting date the Group assesses whether there is objective evidence that financial assets 
not carried at fair value through profit or loss are impaired. Financial assets are impaired when 
objective evidence demonstrates that a loss event has occurred after the initial recognition of an 
asset, and that the loss event has an impact on the future cash flows on the asset that can be 
estimated reliably. 
 
Objective evidence that financial assets are impaired includes observable data that comes to the 
attention of the Group about any significant financial difficulty of the issuer, significant changes 
in the technological, market, economic or legal environment in which the issuer operates. A 
significant or prolonged decline in the fair value of an equity instrument below its cost is also 
objective evidence of impairment.   
 
An impairment loss in respect of a financial asset measured at amortised cost is calculated as the 
difference between its carrying amount, and the present value of the estimated future cash flows 
discounted at the asset’s original effective interest rate. An impairment loss in respect of an 
available-for-sale financial asset is calculated by reference to its current fair value.  Individually 
significant financial assets are tested for impairment on an individual basis. The remaining 
financial assets are assessed collectively in groups that share similar credit risk characteristics. 
 
All impairment losses are recognised in the consolidated statement of income. Any cumulative 
loss in respect of an available-for-sale financial asset recognised previously in the consolidated 
equity is transferred to statement of income. An impairment loss is reversed if the reversal can be 
related objectively to an event occurring after the impairment loss was recognised. For financial 
assets measured at amortised cost and available-for-sale financial assets that are debt securities, 
the reversal is recognised in the consolidated statement of income. For available-for-sale financial 
assets that are equity securities, the reversal is recognised directly in the consolidated equity. 
 
vi) Other financial instruments 
 
Other financial liabilities include amounts payable in the future to agents and intermediaries in 
respect of investment contracts issued by the Group. Payments are made on an annual basis on the 
anniversary of the inception of a contract if a contract has not been surrendered at that date. 
 
These financial liabilities are measured at fair value on initial recognition. Fair value is 
determined by discounting the present value of the expected future payments at the discount rate 
that reflects current market assessment of the time value of money for a liability of equivalent 
average duration. 
 
Subsequent to initial recognition these financial liabilities are stated at amortised cost using the 
effective interest method.  
 
Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are 
repayable on demand and form an integral part of the Group’s cash management are included as a 
component of cash and cash equivalents for the purpose of the statement of cash flows.  
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 
Notes (continued) 

 
4. Estimates 

 
The preparation of the condensed consolidated interim financial statements requires management 
to make judgments, estimates and assumptions that affect the application of accounting policies 
and the reported amounts of assets and liabilities, income and expense. Actual results may differ 
from these estimates. 

  
In preparing these the condensed consolidated interim financial statements, the significant 
judgments made by management in applying the Group’s accounting policies and the key sources 
of estimation uncertainty were the significantly same as those that applied to the consolidated 
financial statements as at and for the year ended 31 December 2009.  
 

5. Interim measurement 
 

The nature of the Group’s business is such that income and expense are incurred in a manner, 
which is not materially impacted by any form of seasonality. These condensed consolidated 
interim financial statements were prepared based upon an accrual concept, which requires income 
and expense to be recorded as earned or incurred and not as received or paid throughout the year. 
However, the interim results may not represent a proportionate share of the annual profits due to 
variability in contributions and investment income and uncertainty of claims occurrences.
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  Islamic Arab Insurance Co. (Salama) and its subsidiaries 
   Notes (continued) 
 

6. Allocation of the net profit for the period (Un-audited) 
 

 Six-month period ended 30 June 2010 
  

Six-month period ended 30 June 2009 

 Shareholder Policyholder 

Non-
controlling 

interest Total 

 

Shareholder Policyholder 

Non-
controlling 

interest Total 

 AED’000 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 AED’000 

Net underwriting income - 87,148 - 87,148  - 91,044 - 91,044 

 ----------- ----------- ---------- ---------  --------- --------- ------ ------- 

Income          

Wakala fees  25,848 (25,848) - -  18,524 (18,524) - - 

Mudarib share of profit 132 (132) - -  59 (59) - - 

Net underwriting income from subsidiaries 79,433 (79,433) - -  67,200 (67,200) - - 

Investment income  15,403 880 - 16,283  20,802 394 - 21,196 

Other income 17,756 768 - 18,524  17,151 17 - 17,168 
 --------- -------- ------ ---------  --------- -------- ------ --------- 

 138,572 (16,617) - 121,955  123,736 5,672 - 129,408 

Expenses          

General and administrative expenses (51,244) - - (51,244) (45,266) - - (45,266) 

Other expenses (15,850) - - (15,850) (18,601) - - (18,601) 

Financial expenses (12,027) - - (12,027) (17,212) - - (17,212) 

Surplus distribution for life policyholder - - - - (837) - - (837) 
 --------- -------- ------ --------- --------- -------- ------ --------- 

Net (loss)/profit before tax for the period 59,451 (16,617) - 42,834  41,820 5,672 - 47,492 

Income tax –current (6,527) -  (6,527) (2,841) - - (2,841) 
 ---------- -------- ------ --------  ---------- -------- ------ -------- 

Net (loss)/profit after tax for the period 52,924 (16,617) - 36,307  38,979 5,672 - 44,651 

Share of non controlling interest (2,536) - 2,536 - (2,853) - 2,853 - 
 
(Loss)/profit for the period 

---------
50,388

---------
           (16,617) 

-------- 
             2,536 

--------- 
36,307 

 -------- 
36,126 

--------
5,672

------ 
2,853 

------- 
44,651 

Accumulated  surplus attributable to policyholders  
utilised during the period (Note 12) - 2,126 - 2,126 

 
- - - - 

Qard hasn (Note 12) (14,491) 14,491 - -  5,672 (5,672) - - 

 ---------- -------- ------- ----------  --------- ------ ------- ---------- 

Net (loss)/profit for the period  35,897 - 2,536 38,433  41,798 - 2,853 44,651 

 ====== ==== ==== ======  ====== ==== ==== ====== 



 

15  

Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

7. Wakala fees and mudarib share of profit 
 

The shareholders manage the takaful operations of the Company for the policyholders and charge Wakala 
fee excluding on the business of subsidiaries. The Wakala fee charged is at 15% (2009: 15%) of gross 
written contribution of non-life and non-medical takaful business. For medical insurance, a variable 
wakala fee ranging from 5% to 15% of net risk contribution (2009: 5% to 15% of net risk contribution) is 
charged. For life takaful business, Wakala fees are being charged at 15% (2009: 15%) of mortality costs. 
 

The shareholders of the Company also manage the policyholders’ investment funds and share 15% (2009: 
15%) of investment income earned by the policyholders as Mudarib share of profit. 

 

8.  Investment properties 
 

 The geographic dispersion of investment properties is as follows: 
 

    30 June 31 December 
   2010 2009 

  AED’000 AED’000 
  (Un-audited) (Audited) 

 

Within UAE 13,640 13,640 
GCC Countries 70,104 70,104  
 --------- --------- 
 83,744 83,744 
 ===== ===== 
Based on management’s internal assessment, the carrying value of the investment properties reflects the 
market conditions as at 30 June 2010. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

9.  Investment in associates 
 

The principal associates of the Group, all of which have 31 December as their year end are as follows: 
  

  
 
 
 
 
 
 
 
 
 
 
 
 
 Movements during the period /year 30 June 31 December 
  2010 2009 

  AED’000 AED’000 
  (Un-audited) (Audited)  
Balance at 1 January 27,981 24,694 
Disposal of associates - (294) 
Share of profit/(loss) in associates  (16) 3,592 
Reclassification from AFS investments 27,406 - 
Change in reserve - (11) 
  -------- -------- 
Balance at 30 June/December 55,371 27,981 
  ===== ===== 
 
 

9.1 Summarised financial information of the major associates is as under: 
 
   30 June 31 December 

  2010 2009 
  AED’000 AED’000 
  (Un-audited) (Audited)  
 
Total assets  260,816 249,341 
  ====== ====== 
Total liabilities  (181,154) (175,144) 
  ====== ====== 
Revenue  83,204 208,453 
  ===== ===== 
Surplus/(deficit)  2,454 (20,062) 
 ====== =====  

 

9.2 During the period the Company’s holding in Islamic Insurance Jordan (“IIJ”) increased to 20%, accordingly the 
Company applied equity basis of accounting on IIJ. Previously the investment in IIJ was classified as available-for-
sale investment and accounted for in accordance with IAS 39. Furthermore, the Company paid AED 10.5 million for 
additional 5% holdings, adjusted the AFS reserve by AED 0.3 million and adjustment required on reclassification of 
available-for-sale investments into associates in other comprehensive income amounted to AED 3.3 million to 
reflect the equity share of net assets of IIJ. 

 
 
 

    30 June 31 December 

 Ownership Country of 2010 2009 
Associates 2010 2009 incorporation AED’000 AED’000 

    (Un-audited) (Audited) 

GEPAR 20.00% 20.00% Tunisia 265 265 
Saudi IAIC Cooperative Insurance 
Co. (Saudi IAIC) 

30.00% 30.00% KSA 27,147 26,655 

Best Invest 47.00% 47.00% Tunisia 1,061 1,061 
Islamic Insurance  
Jordan (note 9.1) 

20.00% 15.00% Jordan 26,898 - 

    --------- --------- 
    55,371 27,981 

    ===== ===== 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

10.  Investments 
   

  30 June 2010  31 December 2009 

 
Domestic 

investment 
International 

investment Total  
Domestic 
investment 

International 
investment Total 

 AED’000 AED’000 AED’000  AED’000 AED’000 AED’000 
 (Un-audited) (Un-audited) (Un-audited)  (Audited) (Audited) (Audited) 
Financial Asset 
through  profit or loss        
Mutual funds and  

externally managed 
portfolio  - 105,857 105,857  - 52,270 52,270 

Shares and  securities 3,686 15,783 19,469         2,451               10,647        13,098 

  --------- --------- --------  --------- ------------ ------------

 3,686 121,640 125,326  2,451 62,917 65,368
Available-for-sale  
   investments         
Mutual funds and 

externally managed 
portfolio  - 277,527 277,527  - 296,870 296,870 

Shares and  securities   4,497 425 4,922  7,565 20,967 28,532 

  
--------- 

            4,497 
--------- 
277,952 

----------- 
          282,449  

--------
7,565 

-----------
317,837 

-----------
325,402 

Islamic placements * - 598,048 598,048  - 607,021 607,021 
Held-to-maturity         
SUKUK and Govt. Bonds - 266,269 266,269  - 275,390 275,390 
 
Total investments 

----------- 
8,183 

------------- 
1,263,909 

-------------- 
1,272,092  

----------
10,016 

--------------
1,263,165 

-------------
1,273,181 

 ===== ====== ====== ====== ====== ====== 
 

 

 
*Represent Sharia’h compliant placements with different financial institutions having profit rates of  0.50% 
to 5.50% (2009: 0.50% to 5.50%) and maturing in more than 3 months when acquired.  

 
  
  
            
         == 

10 .1  Externally managed portfolios include various international funds and funds of funds with no fixed 
maturities and coupon rates. The portfolio is segregated into liquid and growth portfolios with a view to 
enhancing returns on liquid funds and profitability respectively. The fair values of these investments are 
based on the net asset values provided by the fund managers. 

 
10.2 Held-to-maturity investments are the investments that management has intention and ability to hold till 

maturity. The profit rates vary on these investments having maturity from nine months up to eighteen 
months.  
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

11. Related party transactions  
 

The Group, in the normal course of business, collects contributions, 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. 
 

    Six-month Six-month 

  period ended  period ended 
  30 June 30 June 
   2010 2009 
    AED’000 AED’000 
    (Un-audited) (Un-audited) 
  

 General and administrative expenses  816 600 
    ==== ===== 
 Retakaful on contributions   1,515 802 
    ==== ==== 
 Retakaful on claims  470 163 
     ==== === 
 Purchase of investments  - 8,852 
    ==== ==== 
 Sale of investments  - 10,583 
     ==== ===== 
 

    30 June 31 December 
    2010 2009

  
    AED’000 AED’000 
    (Un-audited) (Audited) 

Due from related parties  
Bin Zayed Group  11,128 11,128 

 IAIC Bahrain   - 78 
 Saudi IAIC Cooperative Insurance Company 86 101 
 Other entities under common management with the Group  1,703 45 
    --------- -------- 
    12,917 11,352 
    ===== ===== 

 

Transactions and receivables relating to Bin Zayed Group is in respect of management of the Group’s 
investment portfolio. 
 

Due to related parties         
 IAIC Bahrain - Current account    288 1,990 
 Other entities under common management with the Group  4,431 2,631 
    -------- -------- 
    4,719 4,621 
    ==== ===== 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 
 
 

 
11. Related party transactions (continued)  
  Six-month Six -month 
   period ended period ended 
  30 June 30 June 
  2010 2009 
    AED’000 AED’000 
    (Un-audited) (Un-audited) 

Compensation of key management personnel 
 Short term benefits  4,810 2,968 
 Employees end of service benefits  742 1,610 
    ------- ------- 
    5,552 4,578 
    ==== ==== 
12. Policyholders’ fund 
  30 June  31 December 
  2010  2009 
  AED’000 AED’000 
  (Un-audited) (Audited) 

Deficiency of policyholders’ fund 
Balance at 1 January 2,126 (7,154) 
Net (deficit)/surplus attributable to policyholders for the period/year (16,617) 21,859 
 --------- ----------- 
 (14,491)  14,705 
Proposed profit distribution to policy holders of Family Takaful  - (12,579) 
 -------- --------- 
 (14,491) 2,126 

  ===== ===== 
 General 

Balance at 1 January (2,937)  (13,675) 
(Loss)/surplus for the period/year (9,376) 10,738 
 --------- ---------- 
 (12,313) (2,937) 
 -------- --------- 

 Life  
Balance at 1 January 5,063 6,521 
(Loss)/surplus in Family Takaful for the period/ year  (7,241) 11,121 
Proposed profit distribution to policyholder of Family Takaful - (12,579) 
 ------- -------- 
 (2,178) 5,063 
 ------- -------- 
 

 (14,491)  2,126 
  

Financed by shareholders of the Company   14,491  - 
 ------- ------- 
Balance at the end of period/year - 2,126 

 ==== ==== 
 
The shareholders of the Company have financed the policyholders’ deficit in accordance with the 
Company’s policy. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

13. Earnings per share 
 
The calculation of earnings per share for the three-month period ended June 30, 2010 is based on the 
profit of AED 35.9 million (2009: AED 41.8 million)  divided by the weighted average number of shares 
of 1,080 million (2009:1,080 million ) outstanding during the period. 

 

14. Contingent liabilities and capital commitments 
  30 June  31 December 
  2010  2009 
  AED’000 AED’000 
  (Un-audited) (Audited) 
 

Letters of guarantee 11,560 12,448 
 ===== ===== 
 

Statutory deposits of AED 6.65 million (31 December 2009: AED 7.62 million) are held as lien by the 
bank against the above guarantees. 
 

The Group, 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 Group in terms of an outflow of 
economic resources and a reliable estimate of the amount of outflow can be made. 

 

There are no capital commitments at 30 June 2010 (31 December 2009:nil). 
 

15. Operating segments (Un-audited) 
 

  By business 
 

  (for the six month period ended 30 June 2010) 
 

 
Non –
motor Motor Health

Family 
takaful Total

 AED’000 AED’000 AED’000 AED’000 AED’000
Gross written contributions  736,848 157,070 24,808 147,915 1,066,641
  ====== ===== ==== ==== ======
Net contributions earned  523,110 132,061 8,532 99,752 763,455
Commissions received on ceded    

reinsurance and retakaful  
 

18,169
 

400 
 

340 214 19,123
 --------- -------- -------- -------- ----------

 541,279 132,461 8,872 99,966 782,578 
Net claims incurred  (252,415) (93,037) (6,299) (80,726) (432,477)
Commissions paid and other costs (221,123) (20,705) (3,566) (17,559) (262,953)
 ---------- --------- ------- -------- -----------
Net underwriting income  67,741 18,719 (993) 1,681 87,148
 --------- --------- ------- ------- -----------
Investment and other income  34,807
Unallocated expenses, tax and accumulated surplus attributable to policyholders utilised 
during the period  
Net profit after tax 

(83,522)
---------
38,433

  =====
Segment reporting by business in respect of assets and liabilities is not available for disclosure purposes. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

15. Operating segments (Un-audited) (continued) 
 
 By business (continued) 
       (for the six-month  period ended 30 June 2009) 
 

 
 

Non –
motor Motor Health

Family 
takaful Total

 AED’000 AED’000 AED’000 AED’000 AED’000

Gross written contributions  
  

606,267 
 

134,824 
 

30,611 
 

53,604 
 

825,306 
  ====== ====== ===== ===== ====== 
Net contributions earned      401,383 121,616 13,401 30,267 566,667 
Commissions received on ceded 

reinsurance and retakaful  
 

15,405 
 

296 
 

463 
 

98 
 

16,262 
 --------- --------- -------- --------- --------- 

 416,788 121,912 13,864 30,365 582,929 

Net claims incurred  (202,566) (76,519) (4,676) (16,628) (300,389) 
Commissions paid and other costs (165,319) (17,644) (3,745) (4,788) (191,496) 
 ---------- -------- ------- -------- --------- 
Net underwriting income  48,903 27,749 5,443 8,949 91,044 
 --------- -------- -------- ------- --------- 
Investment and other income  38,364 
Unallocated expenses ,tax and accumulated surplus attributable to policyholders utilised 
during the period 

 
(84,757) 
--------- 

Net profit after tax 
 

44,651 
=====

Segment reporting by business in respect of assets and liabilities is not available for disclosure purposes. 
 

By Geography 
 (for the six-month period ended 30 June 2010) 

 
 

 Africa Far East 
Middle 

East 
Turkey and  

Central Asia Total 
 AED’000 AED’000 AED’000 AED’000 AED’000 
      
Gross written contributions  205,245 537,256 263,275  60,865  1,066,641
 ====== ====== ===== ===== ======
Net contributions earned  164,914 362,785 188,793  46,963  763,455
Commissions received on ceded 
reinsurance and retakaful 

 
 5,146 

 
 10,290 

 
 3,687 

 
 -   19,123

 --------- ---------- --------- --------- ----------
 170,060 373,075 192,480 46,963 782,578
 
Net claims incurred  (82,040) (175,670) 

 
 (144,717) 

 
(30,050)  (432,477)

Commissions and other costs   (44,248) (158,515)  (42,758)  (17,432) (262,953)
 --------- --------- --------- -------- -----------
Net underwriting income 43,772 38,890 5,005 (519) 87,148
 --------- --------- --------- -------- -----------
Investment and other income  34,807

Unallocated expenses ,tax and accumulated surplus attributable to policyholders utilised during 
the period 

(83,522)
---------

 

Net profit after tax 
  

          38,433
=====

 

Segment reporting by geographical in respect of assets and liabilities is not available for disclosure 
purposes. 
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Islamic Arab Insurance Co. (Salama) and its subsidiaries 
 

Notes (continued) 
 

 
15. Operating segments (Un-audited) (continued) 

 

By Geography 
 

 (for the six-month  period ended 30 June 2009) 
 

 Africa Far East
Middle 

East
Turkey and  

Central Asia Total
 AED’000 AED’000 AED’000 AED’000 AED’000 
      
Gross written contributions  189,164 442,538 161,399 32,205 825,306 
 ====== ====== ===== ===== ======
Net contributions earned  150,708 266,682 115,369 33,908 566,667 
Commissions received on ceded reinsurance 

and retakaful 5,048 7,510 3,704 - 16,262 
 --------- ---------- --------- --------- ---------
 155,756 274,192 119,073 33,908 582,929 
 
Net claims incurred  (73,467) (130,962) (72,724) (23,236) (300,389)
Commissions and other costs  (35,102) (125,875) (22,831) (7,688) (191,496)
 --------- --------- --------- -------- ---------
Net underwriting income  47,187 17,355 23,518 2,984 91,044 
 --------- --------- --------- -------- ---------
Investment and other Income  38,364
Unallocated expenses ,tax and accumulated surplus attributable to policyholders utilised during the  
period 

 (84,757)
---------

Net profit after tax 
 

44,651 
=====

 
Segment reporting by geographical in respect of assets and liabilities is not available for disclosure 
purposes. 

 
 

16.  Comparative figures 
 

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


