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INDEPENDENT AUDITOR'S REPORT

The Sharcholders of

Dubai Iskamic Insurance & Reinsuranee Co. (Amun) (PSC)
Db

Uinited Arab Emirates

Report on the Consolidated Financial Stutements

We have audited the consolidated financial statemenits of Dubai Islamic Irsuronce & Keinsurmnce Co.
{Aman) (PSC) (the “Company™ and its Subsidiaries {collectively the “Group™, which comprise the
consalidated statement of [noneln] position as ot 31 December 2010, and the tonsobidated income
statement, ¢omsolidated statement of comprehensive income, consalidpted statement of changes in equity
and consolidated -statement of cash flows for the year then ended, nnd & summary of significant
accounting palicies and other explanitory information.

Meanagement s Responsthility for the Consolidated Financial Stiements

Munagement Is responsible for the preparation of these consolidated lnancinl stalements in accordance
with the International Financial Reporting Standards { IFRS), and for such internal control o munagement
determined s necessary 1o enable the preparstion of the consalidated finoncial statements that are free
from material misstotements whether due to fraud or errors

Auwditar s Responsibility

Chur responsibility 15 to express an opinion on these consoliddted Ninancia! stalements based on our audil
We conducted our audit in accordance with Intemationasl Standards on Auditing, Those standards require
that we comply with ethical requirements and plan and perform the oudit 1o obtain rensonable assurance
whether the congolidated Ninancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence sbout the amounts and disclosares in
the fimancial stotements. The procedures selected depend on the auditoc’s judpment, Including the
assessment of the risks of material missutement of the financinl statements, whether dee o fraud or
error. In making those sk assessments, the suditor considers imtemnal comtml relevant 1o the entity’s
preparation and faic presentation of the financial statement= in order to design audit procedures thal ore
appropriate in the cireumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity"s imemal control, An audit also includes evaluating the sppropristeness of secounting polivies
used and the reasonableness of accounting estimates made by mansgement. as well as evalunting the
overnll presentation of the financial statements,

We believe that the audit evidence we have obtained is sulficient and appropriate to provide s basis for
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Deloitte.

INDEPENDENT AUMTOR'S REMORT (continued)

Clereereci

In our opinion, the consolidated Mmancial statements present fairly, in all material respects. the finsncial
pasition of Dubai Istamic Insurance & Reinsurance Co. (Aman) (PSC) and its Subsidiaries {the “Group™)
5 of 31 December 2010, and the Group's financial performance and its cash Mlows for the year then
ended i accordance with International Financial Reporting Standards {IFRS).

Report on Other Legal and Regulatory Requirements

Also, in our opinton, the Company has maintained proper beoks of aceount, We obtwined all the infomation
which we considered necessary for our audit, Acconding to the information available to us, there were no
onleasventions during the year of the LLAE Federal Commercial Compames Law Mo, 8 of 1984, as
amended, and of the LA L. Federal Law No. 6 of 2007, conceming formution of Insurmnce Authority of
UAE., of the Company’s Articles of Association which might have materially affected the (inancial
position of the Company ar the results of its operations.

Deloitte & Touche (M.E.)
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Dubai Islamic Insurance & Reinsurance Co. {Aman) (PSC)

Consolidated statement of financial position

at 31 December 2000

:,!-

Mote 200 Jimw
ALED AED
ASSETS
Cash and cash equivilents 5 19,283,800 21,083,736
Ivestiment deposits f 39,738,870 35,999 940
Retakaful contrict assets T 168,577,079 156,195,229
Takalul receivables ] 00,773,757 #Y.428.624
Othver Tinoocial assess messured af fair value
thircugh other comprehensive income (FY TOCT) 9 66,150,258 72,807,344
Other Mnancial assets measured at Gair value
through prafit and loss {FVTPL) 9 51,270,705 54371191
Prepayments and other receivables 10 21,229.398 19,339,939
[rvwistamenl propery I 6,552,585 £4.352,585
Furniture amd equipinent 12 1,856,806 | 358,257
Tutnl Assuets 513,533,327 513.036,885
LIABILITIES, POLICY HOLDERS' FUND AND EQUITY
Linbilities
Dupe 1o Bank i3 FdB41.520 -
T'rantle ndd other payvables 14 44,416,582 42,977,614
Takiful payables 15 45,963,947 61,158,376
Retakaful contract linbilities 1 154869, 161 247,768,291
Lyarih puviables 16 B.507. 340 15,313,248
Amounts b2ld under retakaful treatigs 446,126 5,844 403
Wostul Nialwilities AT3, 06T 6% 373,062,332
Policyholders’ fund
Deficit in policyhalders® fumd (18.570,39%) (33,277,634)
Card Hlasan from sharcholders 15870308 13,277,634
Proposed profil distribution to policyholders 1,765,751 IiTa7, 30l
Policyhalders” investments revaluation reserve (28,172,726) (22.319,957)
Total deficit in policyholders® Tand 7 {26,406,975) (27,552 ,3%0)
Total Policyholders” Fund and Liabilitics 346,060,721 345,509,936
Equity
Shase capitel 14 20, 00, [HH sl R
Statutory roserve 19 16,453,241 [4,335 464
Cieneral reserve 2 16,453,241 14,335,404
Retained earnings 18,340,656 13,737,766
[mvestments revaluation neserve - FYTOC] {B,526,062) (7,881,745)
Equity uttributable to shareholders of the Farent 176,721,076 6T, 526,949
Mim-controlling imerest——-—._ 151,530 >
Total Equity ' 176,872,606 167,526,949
Total Liabilities, Tuli:ylln-hit-rs‘ Fund wnd Equity 523,533,317 513030885
i ==___#_,_,—_\=-"=-_—_;—E_E—|—_\_\_\_

— _' e
—— =
—
—_——

= g

-

Tt ageom [::!1:1.“1'.-]:--_?.P notde form an integral part of these consolidated Mnancial statements

Hussein Mohmmed Al Meezs Mohammad Omeir Al Mehairi
Munaging Dircctor! CEO Chairmman



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

Consolidated Income Statement

for the vear ended 31 December 2010

Attributable to policy holders
Takaful meome

Takadul contributions
Hetakaful confributiong ceded

Med Takalul contributiens
Commilsslon recelved on coded remkafiil

Palicy md survey fees

Takalul expenses
Cirass cludms ncormed
Retubkaful shivre ol claims

Mel cluims incurred
L emmrniss v mid
Exeess of loas of Takalul eontributions

Met Takaful lncome
Waokala foos

Met incomed{loss) from Takalul operstions

[nvestmenl | lassh inooee
Mudarib®s share

Fncome for the year

Attributable (o sharehollirs
Income

[nvisstiment | los2Vincorne

Wakala fees from policyhokders
Mudarih's share from policyholders

Expenses
Crenergl wnd ndministrative expenses

Write back of Qard Hisen o policyholders” Rind

Profit for the vear
Attributable to:

Shareholders of the prremnt
Non-controlling interests

Earniigs per share

Mote

1

=

“
[

24
23
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Mhe accompanydng noles fopm an inteiral part of these consolidsted Trancial stitements

i |
2l g
AED AED
GI8.201,753 0546038 |
(485,525,049} (351,030 878
F42,676, 74 134,429,503
1,515,548 12,771, 5092
H,040,774 3,574,685
62,333,030 F70, 775,780
(14T, 084, 286 ) {140, 747,528)
G TS0 410 32,251,867
(TT.320,876) (BB 405 H5%)
[ 18415,680) (21,354,620)
i 3,556, 749) 77771
(949, 293,305) (117.568,050)
63,135,725 53,207,734
(A8 354, 79Ty (33861019
14,684,928 (633,295
(277652) 2022343
- (505571
14,407,236 Az ails
[SRY, TR0 5, 16481
18,354,797 §3.861.019
- S5 5T
el T 0551400
R L ] {32.522.425)
14,407,230 E63.417
(16588253 {T8250 008
AT I0,572.5491
2,177,714 20572393
L7777 0572 393
13, NiHp

fLIMY



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

Consolidated statement of comprehensive income

for the vear ended 31 Becember 2010

Profit for the year

{'hanges in Fair value of financial assets at fair value
through other comprehensive income

Total comprehensive income for the yeur
Attributable o

sharcholders of the paren
Mon-controlling interests

The accompanying notes form an mtegral part of these consalidated finoncial stutements

2010
AED

2LATETIT

(9,644,317)

11,533,457

11,533,457
11,533,457

2001
AELD

5767334

26,139,727

26339727

26,338,727
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Dubai Iskimic Insurance & Relnsurance Co. (Aman) (PSC)

Consolidated statement of cash Nows
for the year énded 31 December 2010

Cush Mows from vperating aolivities

Prafil lor the vear

Adjustments for:
Depreciation
LLiss on revalustion of other financial assets measured a1 FYTPL
Provision for employdes® end of service benefits

Changes in operatiog assely and labilities;
Intcrease in othor Mnaneial assets measured st FVTPL
Increase in retakalul vontrac| assels

[ Increaseldecrease in Tokslul receiviskiles

Decrease in prepayments and other recelvoble
Increaset decrense) in Takolul contract liabilites
Decrease in smouns held undor retnkstful treaties
Drecresse in Fakudul paynhles

literease in trde and other payabley

Cash wsed in operations
Emplovees eml of service benefits paid

Met cosh wsed inoperating activities

Cush Mows from imvesting activities
Purchase ot furniture and equipment

[ Purchise ¥sale of other Ninancial assets
measured ot FYTOCI

Investmend n deposits

Net cash (used inp/Teom investing uctivities

Cush Nows from financing nelivities
ljnrn rentals paid

Increase in due o bank

Decrease in policyholders” fund
£okar paid

Pisment of Direciors’ foes

Incrense in nom-controlling inferesis

et cash from/{used in) Mnaneing aetivities
Mel decrense in cash and cash equivalents
Cash ond cash equivalents at the beginning of the year

Cashoand cosh eguivalents af the cnd of the year {Note 5)

o1 2009
AED AED
. L | 572,393
B53, 398 Q00275
H.215,452 1258686
ThO 424 fi37.20:4
SO UG, S 20368 554
(5,0 14,966)  (23350.082)
(12,681,550) (5659103
(3,345,133) | 338803
i 19R945%) (HEE.644)
T A00LET {1 T29R40)
iLET567T) (7R0.383)
|15, 194,429} (O3RN
Hid,635 o, 204,432
(742061 (11514.674)
(163,091) (115.493)
(915,052 (11630567
[ 1LA52007) (725315)
[ E M by 19,714,133
(3. TIHEM (17599 080)
(4, 730,897 UEE 18
[ 6,805 H518) (6805 589
14,841,520 2
{1,511 (8,781
(14395300 [ |.567.065)
[ 900,iHI .
151,530
= 46,022 (B I8 T3

(1,799,927

L08R

(190273 06

4100, [ tha o2

19283509

The secompanying notes form an integral part of these conselidated Anancial statements.

21083736



Dubai Islamic lnsurance & Relnsurance Co. (Aman) (PSC) &

Motes fo the consalidated financial statemenis
for the year ended 31 December 2010

1. Creperal information

Dubai Istamic Insumnee & Reinsuranee Company (Amoen) (PSC) is o public shareholding company and
is registered under the Commercial Componies Law of 1984 (as emended). The Company carmies out
penerl Takaful (infumnce) buginess in accordance with the principles of slamic Sharia'a as interpreted
by its Futwa and Sharin Board. The Compiny i also licensed fo engage in retakaful and life Tukoful
busingss, The registered address of the Company is PO, Box 157, Dubai, United Arisb Emirstes

The Compuny abtuined s commercial leenseon March 12, 2003 and commenced operations on B April
20413,

The Company mainly {ssues short term Takaful contrects in connection with motor, marmne, fire und
engineering, general accident risks and group file and medical risks (collectively known s general
Takaful), The Company also invests in investment secirities and propenics.

The Company’s business activities are sublect 10 the supervision of its Fatwae snd Sharia’a Board
consising of three members appointed by the sharcholders. The Sharia™s Board performs a supervisory
role in order o determing whether the aperations of the Company ane conducted in accordance with
Shoria'ns rales and principles.

AL [December 2010, the Group comprises of the Company and the following subsidianes:

Place of incorpuration  Proportion of  roportion
(or regisgrathomg awnership af voting

Name of subwidinry it aperntion profit pawer el Friocipal activity
k- W
Moraal Envesimems 010 L Fndied Arab Emirsies Ll oo A Livwesument ln comprercinl,
inudastrial and agricubral
enlerprises and
el

Amily Commercinl Hroker Uinited Arah Emirnies M LA Commercial brmkenge
LLC



Dy bad Bslinmic Insurnnce & Reinsurince Co. (Aman) (PSC) Y

Nortes to the consolidated linancial statements (continued )
for the year ended 31 December 2000

1. Application of new and revised International Financlal Reporting Standards (IFRSs)

21 New pmid revived IFRNe wpplied with no wterial effect on the consolidared  fToancial

Stufereniy

Thie Tollywing tew anid revised [FRSs have also been adopted in these gonsalidied Anlinginl staiementy,
Ihe application of these new and revised [FRSs has not had ony material impact on the amounts reported
for the current and prior years but may atfect the accounting for future trensaclions or armngements.

‘H5s
Amendmenis o [IFRS | Firsl-time
Adoption of International
Financial Reporing Standards -

Additional Exemptions for First-
timie Adogters

Mew BV

Amendments o 1FRS 2 Shorg-
hased Paviment — Ciraup Coaxh-
sertled Shire-bared Pavment
Trorrisaction

Amendments to |FRS.5 Non-
carreib Aspets Hebd for Sele ol
Erizeantinied Qo {as pan
ol fpboveneenny o JFRRY sy
i 2008R)

Anrencoreniy in RS 5 Non-
current Asséy Held for Sale and
Eiseomtinued Operationy fox par
of Tprovements fo (FERS frvwed
im0

Summiry ol reguirem
The amenitments provide two exemplinns swhen sdopting [FRSs for
the First Lime rebiuding 1o of) pnd 2os assers, and the determinagion a

te whgther an dreangement containg o lise,

Fhe amendments clarify the scope of IFRS 2, a5 well as the
sccounting for group cash-sertled share-hased payment transactions
in ithe scparate (or mdividust} financial statements of an enbity
recefving the goods or services when eanother group entity or
ahareholder has the obligation 1o settle the award

The smendments clarify that all the assets and lishilities of &
subsidiary should be clissified as held for sale when the Growp is
commitied 0@ sale plan mvalving Joss of control of it sobsidiary,
regurdless of whether the Group will retan o non-controlling profin
in the subsidiary after the sale.

The amendments o [FRS. 5 clarify thar the disclosure requiremenis
in IFRS: other than [FRS-5 do oot apply 6 non-curmenl assets [or
disposal groups) classified s held Tor sale or  disconfinued
operations unless those IFRSs reguime (1) specilic disclosumes in
respect of non-current gasets (or disposal growps) classified as held
for sole or discontinoed operations. or [ii} disclosures about
measurement of assets and Tiabllites within o disposal group (it
wre mot within the:scope of the measurement reguirement of [FRS 3
und the disclosures are not already provided in the consolidued
finnncial siaicments



Dubrad slamic Insurance & Reinsuranee Co. (Aman) (PSC) 1L

Motes to the consolidaied lnancial statements (continued)
for the yvear ended 31 December 2010

2. Application of new and revised International Financial Reporting Stundards (IFRSs)

jcontinued)
21

statements {continned)
Mew nod revised IFRSs

FERS 9 Faeedod Dusoegmeniy
(LASD prijectio neplace 1AS 39
completely)

Anrerdmenty fo £-A5 1 Presentotion
oif Finanicdal Ststements (08 parl of
Improvemenis to IFRSs issoed in
2005

Armendmeniy te A8 7 Statenent of
Canfi Flows (mzpart of
Improvements o IFRS: issed in
20004

Améndments to |AS 39 Sidecial
dngiraimenia. Necogniffon aml
Measpremient — Eligible Hodped
fremy

Ampravenresits (o JFRSs issued in
2009

TFRICT T3 Diserthunions oy Non-
cieh Assers i waer

New and revived [FRSv applied with me muierial effect on the conselidated  financinl

Summury of broment

Mew requirements on accounting for financial liabilities meosured o
Fikr valie through proflt snd loss [FVTPLY and carrying oves from
AR 3% the requirements for derccognition of financial assels and
financinl labilities. The new requirements address: the problem of
volatility i profit and loss (Pé&L) arismg from on sssoer choeosing
tor measure 165 awn debial fair value, This @5 oflen réferred 1o as the
“own credit” problem,

The application of these new requinements his no eifiect on the
linancial statements of the Oroup for the veir ended 31 December
2010 as all financial lEabilives are menzured Bt omorised cost by
uzing the effective profit mie method.

The ameendments to IAS 1.clarify thal the potential settlement of 4
[hubility by the sssue of equily iz nol relevant o 13 classilletion s
CUFTEnt Or Non-curment.

This wmendment had no effect on the amouents reported in prior
yenrs because the Group hes not previnusly ssued instruments of
this nature.

The amendments 10 1AS T specify than only expenditures that result
tn'n revognised pssel in the statement of financial position can be
eluszified as investing activities in the statement of cash flows,

The amendmenis provide clanfication on two mspects of hedge
agcounting: identifying inflation as.a hedged risk or portion. and
hedging with optivns,

Except for the amendmients to IFRS 5. |AS | and [AS 7 deseribed
earller in section 2.2, the applicition of Improveswmis fe LRSS
issued in 2009 has not had any miteridl effect on amounis reported
in the consolldated financial stotements

The lnerpretation provides gurdance on the appropriate. gccounting
regiment when an enlity distribites  assels ofher than cash a8
dividends to its shercholders,



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

Notes o the consolidated financial statements (continued)
for the vear ended 31 December 2000

2, Application of new and revised International Financial Reporting Standards (IFRSs)
{eontinued)

24 Mew aod revived FFRSS G Gisie bul ol ver gffective

The Greoup has not earty applied the following new and revised [ERSs thin have been issued but are not
vet e lective)

Mew and tevised [FRSs Summary of reguirement

Amendments w IFRS | Limiwd Exemption from Comperative ['KS 7 Disclosures for First-
time Adopters'

Amendments o 1FRS 7 Disclosures — Transfers of Financial Asscis®

IAS 24 (s revised in 2009) Related Party Disc|esures’

Amendments o 1A% 12 Clagsification of Rights lssoes’

Amendments o IFRIC 14 Prepuyments of a Mintmum Funding Regulrement’

IFRIC |19 Estinguishing Financial Liabllities with Fguily Instnuments’

[mprovements t IFRSs issued in 2000 (except for the amendments o IFRS 3 2008). IFRS 7, 1AS | and
LAS 2% described earlier in section 2,15

' Effective for annual periods beginning an or after 1 Tuly 2010,

* Elfective for annunl periods beginning on or afier | July 200 1.

" Effective for annund periods beginning on ot afler | Janunry 2001

' Effective {or anniml periods beginning on or ofier | February 2010,

" Effective for annual periods beginning on or afier | July 2000 amd | Janudry 2001, 45 appropriate.

Mimnugement anticipates that the adoption of these standards and inferpretstions i futune periods will
have no material impact on the consolidated financial statements of the Group in the peried of Initial
applicatien.

3 Accounting policies
L Stabément of complnince

The consolidated Mnencial statements huive been prepared Tn accordance with International Financial
Reporting Standards and spplicable requirements of UL ACE. Federal Law Mo, @ of 1984, us anfended.
concerning Insumnee Companies and Agents.

The articles ot associution of the Company require thal seperaie accounts be minintained for Takaful
operations an behalf of the policyholders. Accondingly, the directors huve resolved 1o present the
consalidated financial statements on that basis and comply with the Financial Accounting Stasdinds
issued by the Accounting and Auditing Organisation for Islamic Financial Institutions (AAQIFD (o the
extent thil these are compatible with International Financlal Reporting Stamdards,

1.2 Basls ol preparation

The consolideted lnapcial swtements have been prepired on the historicel cost basis, except for the
revaluation of certain fnancial instruments which are stated &6 fair valoe. Historical cost is generally
based on the fusr value of the cansidesstion given in exchange for ossets.



Du bai Islamic Insurance & Reinsurance Co. (Aman) (PSC) 2

Motes o the consolidated Onancipl statcments (conlinwed )
for the vear ended 31 December 2000

3. Accounting policies {continued)
3.3 Basis of consolidation

The consoliduted Mnancidl statements incorperate the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Contrul s achleved where the Company has the power
govem the financial and opernting policies of an entity 5o s 1o obeain benellts from iis activities,

Fhe results of subsidiaries soquired or disposed of during the vear are iscludied in the consolidated
ineome. stutement from the effective dme of agquisition and op o the cilective dote of disposal, as

sppropriale

Where necessary, adjustmients are made 6 e Maioclal stilements ol subsidiaries to bring their
socounting policies into line with those wed by other members of the Group,

All intra-group transactions, balances, income and expenses are eliminated in (ull on consolidation,

Mon-contralling fmierests inthe el azsety (excludimg goodwill) of consolidated subsidizrics are idenifio
sgparately from the Growp's eguity thetein. The imerest of non-controlling sharsholders may be initintlly
mensured cither at fair value or at the non-controlling interesta’ proportionate share of the fair volue of
the sequiree’s wentilinble net assets. The choice of measurement basis is mide on an acyuisition-by-
acquisition basie. Subsequent 1o acquisition, the carrying amount of non-controlling interests is the
amaunt of the inferests o initial recognition pluy the non-controlling interests” share of subseguent
changes in equity. Total comprehensive. income is onributed 1o non-controlling interests even 11 this
resulls in the non-controlling interests having a deficit balance.

Chonges in the Group's ownership interests in substdinries that do not result in the Group lesing contral
over the sulsidiaries or¢ sovounted for os equity trmnsactions, The carrying amounts of the Group's
interests and the non-controffing interests nre wdjusted 10 reflect the changes in their relative interests in
the subsidiaries. Any dilference between the amount by which the nor-contralling interests are adjusted
and the foir value of the considerstion puid or recelved is recopnised directly in equity and attributed to
shitrehwolders of the Porent.

When the Groop-loses comrol of o subsidisry, the profil or loss on disposal |5 caleulated as the difference
belween (i) the aggregate of the fair value of the consideration received and the fabr vl of any retained
profit and (i)} the previous carrying amoont of the assets (including goodwill), and Tabilities of the
subsidiary and any hon-controlling profits. When assets of the subsidiary are carried at revalued amounts
or fair values and the reloted comulative gain or loss have been recognised in other comprehensive
income und accumulated in equity, the smoums previously recognised in other comprehensive mcome
and accuimulated in equity are scoounted for as i the Parent had directly disposed of the relevant asseis
(i.e. reclassified to profil or loss or tronsferred directly 10 retained earnings as specified by applicable
IFRSs), The fair value of any investment retained in the former sebsidiary al the dite when control is losi
is regavded a5 the. fir value on inltial recoznition for subssquent accouniing under IFRS 9 Financial
Instruments or, when opplicable, the cost on initigl recognition of on Investment in an assoeinte or o
fointly controlled entity.
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Mertes to the consolidated fAnancial statements (continued )
for the year ended 31 December 2010

X Accounting policies (continued)

34 Gross Takalul conteibutions

Giross Tokaful contribulions comprise the tolnl contributions receivable for the whole penod of cover
provided by Takaful conteacts entered infe during the accounting period anil ore recogniged i the date
on which the Takaful policy incepts. Contributions include any adjustments wrising in the accounting
periad [or contributions receivithle inrespect of Takaful contmets executed in prior sccounting periods
Contributions collected by Intermediaries bul nol yel recelved, aré mssessed based on eatimites: from
Takaful operations ar past experience and are included in Takaful contributinns,

neamied coniributions are those proporlions of cantrdbutlons weitlen in a veor thal relale 10 pedods of
risk afler the neporting date. Uneamed contributions wre ealenisted in aecordance with Federl Law Nob
of 2007, The proporion attributable fo subsequent periods is. deferred ps o provision for meamed
contributbom,

15 Claims

Claims comgiE ol gmoumls gaid and pavable 1o Takalul contract holders and Dherd paries amd relaed lass
adjustment cxpenses, net of sulvage and other recoveries and are charged To income 88 Incurred.
Provision [or incurred but nob reported clolms is included within the additional reserve and rellected in
the consolidated income statement.

Phe Group genenilly. estimates 118 claims based on previous eaxperience.  Independent loas adjusiers
normolly estimate property cloims.  Any Jifference between the provisions ol the end of each reporting
dinte wid settlements in the following period is included in the underwriting account for that period

30 Liability sdequacy 1esd

Al the end ol eoch reporing dale the Group assesses whether ils recoenised Takaful linbilities are
adequite using current estimates of future cash flows under its Takaful contracts. T that assessment
shows Lhat the carrying amount of its Takaful llabilities s inadequate in the light of estimated Future cish
flows, the entire deficiency is immediately recognised as charge against income and an additional reserve
et

The Group does not discount its liability Tor wnpaid claims s subianiially oll claims are ekpedied to be
paid within o yeair of the reporting dite.

17 Hetakalul

The Group cedes Takolul risk in the normal course ol business [or all of s businesses. Retaknful assels
represent balances due Trom petakaful companies. Recoverable amounts are esthmated In o manner
consistent with the sutstanding ¢laims provision and are in accordance with (e retakaful contracts,

An impairment review i performed ol each reponiing dute or mere fréguently when on mdication of
impairment arises during the reporting year. Impuirment oeeurs when objective evidence exists that the.
Crroup muy nol recover oulstanding amounts under the terms of the controer and when the impact on the
wrncunls that the Group will receive from the retekalul can be messured reliably. The impairment loss is
recorded in the consolidsted income stutement. Ceded retakaful arrangements do not relieve the Group
from its obiigations to policyholders.
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Notes o the consolidated Gonancial statements (continued)
for the year ended 31 December 2010

. 3 Accounting policies (continued)

3.7 Hetakulul {continoed|

Contributions and claims on assumed retakaful are recopnised as Theome dnd expenses In the same
muryner as they would be if the retakaful were consivered direet business, Wking into account the product
classification of the retakalul business. Remakaful liabilities represem balances due o retakafil
companies, Amounts payable are estimated in a manner consistent with the associnted retakaful contract,
Contributions and claims are presented on o gross basis for both ceded and sssumed retakalul. Retekaful
agsts or liebilities are derecognised when the contractual rigles are extinguished or éx pired or when the
contrict is tramsferred o another party,

A8 Policy sequisition costs

Commisstioms and other costy directly related 1o the aequisition and renewsd of Takaful contracts wre
charged to the consolidated income statement when incurred.

Commissions and other acquisition costs that vary with and are related 10 securing new contracts and
renewing existing contracts are amonized over the terms of the policies us premivm s earmed

A9 Recelvables and pavaliles reloted to Takaful contracis

Receivibles and payables nre recognised when due Thiese include amoums due o and from nEenis,
brokers and Tokaful contract holders.

IF there is objeciive evidence thit the Takaful receivable i impaired, the tiroup reduces the camving
mmount of the Takiful recelvable accordingly and recognizes that impairtment loss in the consolidited
ingome stutemend

200 Dovestment income
Profi from investment deposits |s recognised on i lime proportion basis,
Dividend income is accounted for when the right-to-receive payment is estahlished.

Rental income from investment propeny which is leased under an operating lease Is recognised on &
straight-fine basis over the term of the lease

Crains and losses on the sale of investiments are caleulated s the difference between net siles proceeds
and the carrying amount and are recorded on occurrence of the sale transaction,
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Motes to the consolidated financial statements (continued)
for the vear ended 21 December 2010

3 Accounting policies (continoed)

X1l Leascs

Leases are classified as finance leases whenever the terms of the lezse transfor substantinlly all the risks
ind rewards of ownership to the lessee, All other leases are classified as operating leases.

The Girpup s lexsmy

Rentaf income from operating leases is recognised on a straight-line basis over the term of the nelevant
leaze. liitial direct cozis incurred In negolinting and armnging an operating lease are added to the carcying
amount of the leased nzset pnd recognised on a straight-line basis over the lease term,

The Growp as lexsee

Operuting lease payments are récoenised ns an expense on a stroight-line basis over the lease term, except
where another sysiematic basis ia more representative of the time pattern in which economic benefits
from the leased asset nre consumed, Contingent rentals srising under operating lepses are recogniyed us an
expense in the penod 1o wiich they ere incurred

In the event that lease incentives dre received W énter Into operating |eases, such incentives ure
recognised us-a liability. The apprepate benefit of incentives i rocognisdd a8 0 reduction of nenial
expense on o streight-line basis, except where another systematic basis s more representative of the fime
pettern in which sconomiv benefits from the leased assel e cansumed,

112 Product elassificatbon

Fakaful controcts are those contracts where a group of participants (the policyholders) mutually cover
ofe another against prescribed uncertain future events of loss or demege. The Group acts os an agent
(Wakil) on their behall in maniging the Islimic Takaful operations, in considerntion of a Wakala fee,
Wakalo fec is charged on gross Tikalul contributions where the Group retoined significant risk on such
contributions. Management has decided not o charge Wakala fec on those | akaful contributions where
they retain insignificant risk. The Takaful amounts (contributions) paid net of the Wakaln lee are
congidered a5 Mudarnba capital, where the Group gots as Mudarib, investing these Tunds in consideration
of & pre-agieed share of the realised prolit or loss, if sny. The polievholders Turther donate thelr
contribitions {tabarru) to- those other policyholders who sulfer a prescribed event of loss or damage,
payable per the policies o the Growp, in lts capacity as an ogent,

Unce p ocontract hos been classified ms a Takeful contract, it remaing us o Takaful contract for the
remainder of its fifetime, even If the Takaful risk reduces significuntly during this period, unless 210 rights
and oblizations are extmeuished or expired,

Imvestiment contropts are those contricts that transfer significent financial risk. Financial fisk is the fzk of
a possible [uture change in ong or more of a specified profit mte, secority price. commedity price, foreign
exchunge mte, index of price or rates, u ceeslit raging o credit Index or other varjahle,

The Greup does not have any Investment contracts or any Takaful costracts with Diseretionary
Participation Features | DPF);
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Notes to the consolidated Moancial statements {continoed)
for the year ended 3 December 2000

3 Accounting policies {continued)
313 Deficit in policybolders’ fund

Any deficit in the policyholders’ fund, excepl [or deficits arsing from & decling in the foir value of
securitics, 13 fnanced by the sharcholders through a Qerd Hasan (a4 finonce cost free loan with no
repayment terms). The Group mointains o full provision sgainst the Qurd Hosan,

314 Finnneinl instrumenis

Finaneial agsets and financial frabilitles are recognised when the Groap becomes a party to the confractunl
pravisions of the nstrument.

Financial assets and fimancial Habilities are initially messered at fair valoe, Transaction costs that ane
directly anributable 1o the sequisition or issue of financial assets and Froncial labilities (other than
financial ssets and finaneinl linbilities &1 fair value through profit and loss) are added to or deducted
from the fair value of the financial essets or fnancial fiabllities, 88 appropriote, on initinl recognition,
ransaction costs directly attributabie 1o the acquisition of finencial assets or financial labilities a1 fuir
volug through profit and loss are recognised immediately in the consolidated ingome statement,

Financial jissets

All eegular wity purchases or sales of finencial assets are recognised and derecognised on o rade date
basis. Regular way purchases or sules are parchases or siles of fnancial sssets that require delivery ol
nssets within the time frame establizhed by regulation or convention in the murketplace,

Al recognised finencial assets nre subsequently mersured in their entirety of either amortised cost or fair
vatlue, depending un the clessification of the Mhaschil assits.

Clagzifigition o Anancial assets

For the purposes of clussifying financial assets, an instrument is an “equity instrument” il it is 2 non-
Uerivative and meets the definition of "equity’ for the issver except for cenain non-derivative puttable
instruments presented as equity by the issuer. All other non-derivative financial assets are “debs
instruements’,

Debt instruments, including receivables related o Takaful contracts, are messored ar smortised cost if
bath ol the following conditions are met;

= the msset is held within o business model whose objective is 1o hold sssets in order o collect
vontrictusl cash ows: and

- the conteaciund terms of the instrument give rise on specified dates to cash flows that are solely
patyments of principal and profit on the principal amount outstanding.

All other linoncial assets sre subsequently measured at fir value,
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Motes to the consolidated financial stutements (continued)
for the year ended 31 December 20100

i 2 Accounting palicies (conlinued )

314 Finuncial instroments {continucd )

Amortised cost and effective proft method

e effective profin methad 5 a method oF calcolating the pmortised cost of o debt instrument and of
allocating profit income over the relevant period, The effective profit rule is the rote that exocily
diseounts estimated Tumire cash recetpls (Gneluding all fees and points pand or recesved that form @h
integral part of the effective profit mite, transaction costs und other premivms or discounts) through the
expected life of the debt instrument. or. where sppropriate, & shorter period. to the net carmying omount on
fratdad recopnition,

[reome is recognised on an effective profit basis for debt instruments (other thin those Tnanciil dssers
desigrated as FVTPL ) are measured subsequently ot amortised cost. Profit income is recognised in the
consolidated income statement.

Cash and cosh equivalents

Cash and cagh equivalents inolude cash on hand, in banks and investments in banks with matidty no
more than [heee months from the date of plilkement,

Takaful, retaliaful and other receivaliles

Trkaful, retakufitl amd other receivables that hove lxed or determimpble puyments we measured a1
amertised cost using the cffoctive prodit fog meethod, less any inpainment.

Financial asseis ot falr valoe through other comprehensive income (FVT0CT)

At imitial recognition, the Group can make an irrevocable electfon (on an instrurment-by-instrisment basis)
to designate investments in equity instruments gs ot FYTOCL Designation st FVTOCT is not permitted if
the equity investment is held for trading,

A Timnnefal asset ds heldd Tor trding 1

£ it has been acquined principally for the purpose of selling it in the nesr term;

L om initial recognition i 15 part of o portfolio of dentified financial mstruments that the Group
mnages Wgether antd has evidence of o necent actual pattern of short-term profit-taking: or

Invistments in eguity instruments 41 FYTOCT ane initially messored an fir valoe plus transaction costs.
Subseyuently. they ore mensured ot foir value with gains and losses asising from changes in fair valug
recognlsed in other comprehensive income and accumulusted in the investmems revalition reserve
Where the asset is disposed of, the cumulative sain or loss previoosly scoumulaled inthe investments
revaluation reserve is not transferred fo consolidated income stalement, bul 15 reclassified o rétained
earnings, As per the requirement of [FRS 9, finoncinl sssets mensured st FYTOC! we not fested fior
impairmeni.

Dividends on these invesiments in eguity mstruments are recognised in the conselidated income siatement
when the Group’s right to receive the dividends is established in accordance with IAS | B Revenue, unless
the dividends clearly represent & recovery of partof the cdst of the Investment
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Notes o the consolidated financial statements {(continoed)
for the year ended 31 December 2010

X Accounting policies (continued )
314 Finoncial instruments [continued)

Financial assels ol faie value through profit or loss (FVTPL)

Invesiments in cquity instruments are classified as at FYTPL, unless the Group designates an investment
that is ot held Tor imding as at fair valoe through other comprehensive income (FYTOCT) on initial
recognition (as deseribed above),

Debt insruments thal do not meet the amordsed cost oriterin (a8 described above)d dre mensured o)
FVWTPL. In addifion, debt |nstruments that meet the amoriised cosi criferin but are designated as at
FVTPL are messured ot FYTPL, A debl instrument may be designated as ot FVTPL upon indtial
recognition i such designation elimipates or significantly reduces o measoremem o recopnition
inconsistency that would arise from measuring assets or lisbilities or recognising the pains and losses on
them on different buses.

Debt instroments are reclussified from amortised cost o FYTPL when the business mode] s chitnged
such that the amortised cost criterin are no Jonger met. Reclassification of debt instruments that are
desipmited as at FVTPL on inftial recognition s not allowied

Financial essoes ol FVTPL are measured at fair value at the end of each reporting period, with any gains
or lossis abising on remessuretent recognised in the consolidated income stutemnent. The net gain or loss
recognised in the consolidated income stafement iy included in the “net investment income’ ling item in
the consolidated income statement. Fair velue is determined in the manner described in note 33 10 the
consalidated Anancial statemwss.

Profit Income on debt instruments s ot FV'TPL is included in the net giln or loss described above and Is
included in the *nel investment income” lise flem,

Dividend income on investments In equity. instruments st FVYTPL s recognised in the consolidated
income statement when the Group's right 10 receive the dividinds is established in secordance with 1AS
18 Revenue and is included in the net gain or loss described above,

Forcign gxchinge miins dnd losses

The Tuir value of financial assets denominated in o foreign currency is determined in that foreign currency
and translated al the spot mte at the end of each reporting peried. The foreign exchange component forms
part of its fair vilee mim or Joss. Therefore,

s [or linancial assets that are classifled as at FVTPL, the forcign exchange compomint |3 recognised in
the consolidited income sintement; and

*  lor financial assets that are designated as at FV TOCL, any foreign exchange componeni is recognised
in ather comprehensive ncome.

For foreign currency deneminated debt instruments messured a0 amortiséd ¢odt ol the end ol each
reporting period, the foreign exchange gaing and losses are determined based on the amorised cost of the
financial assets and are recognisiad in the consolidated income stalement
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. & Accounting policies (continued)

514 Fimancial instramenty (continued)

Finnneind nssets thid are measured @t amortised cost are saessed for impairment ot the end of ench
reporling period. Financial assets are considered 1o be jmpaired when there is objective evidence thit, a8 a
resull of one or more evenis (hat oocurred after the tnithal recognition of the Tnangil asseis, the estimated
future cash Nows of the asset have been affected

Ohjective evidence of impairment could inclode:

" sipmificant financtal difficulty of the issuer or counterparty; or
. breach of controct, such ns a defoult or delinguency in profit or principal payments: or
. thie tHsappearance of on getive marked Tor thoi Tnanciol asset because of Naneinl difficulfies,

The amount of the imprirment loss recognised 1s the difference belween the assel’s earrving amount and
the present volue of estimated future cash flows reflecting the amount of collateral ond puorantee,
discounted at the financial asset*s original eifective profil mie.

I'he carrying amounl of the Anancial ssset is reduged by the impairment [oss directly for ol Gnancial
pszeds, Changes i the corrying amtount of the allowince account dre reeognised in the consolidated
frgome statement

If, in a subsegquent period, the amount of the impoirment loss decreases amil the decresse cun be related
objectively 1o an event occurring alter the mpairment was récounised. the previously recognised
impairment loss 35 reversed throwgh the consolidoted income statement to the exient thit the carrying
amouni of the finuncial assel of (he dote the impairment is reversed doey pol exeesd what the wmorised
cost would have been had the impairment not been recognised.

Derecounition of inancial mssets

The Group derecognises 8 financigl asset only when the contracten! rights o the cash Mows from the asset
expine, or when 1 trinslers the finencial asset and sobstantially all the msgs and rewards of ownership of
the asset lo another entity. 17 the Group neither tranafers nor retains substantiolly all the nisks and rewards
of ownership and continues fo conirol the transferred assel, the Group recognizes its retained profit in the
asser wind an assockted liability for amownts 6 may have o pay. [Fithe Groop relnms sebstmtially all the
risks pmd rewards of ownership of a transferred financiol asset, the Group confinues o recogmse the
finaneial asset and also recognises a collaterlised borrowing for the procesds received,

Chia dérecognition of o Moancial assel mensored ol omoriised codl, the difference between the asset's
carryimg amount and the suem ol the consideeation meceived and receivable |5 recoprised in the
consolideted income statemeint.
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3 Acconnting policies {continued)

314 Financial instruments {continued)

Un derecognition of s financial asset thiat 15 classified as FVTOCL, the cumulutive gain or toss previously
accumudated in the investments revaluation reserve is nol rechissified o the consolidated income
statemint, bt is reclissilied to retained enmings.

Finnneial liabilities and equity instruments
Classification as debt or equity

Brebt and equity instruments issued by the Group are classifled as either financial labilities o as equily in
sccordance with the substance of the contractual arrangement and the definilions of o finencial Habiliny
and an equity instrument.

Equity instruments

An equily instrument is any contract that evidences o residual interest in the assets of an entity afler
deducting all of its liabilities. Equity instruments issued by the Group are recognised ar the proceeds
received, nel of direct {ssue costs,

All finuncin linbilitles are subsequently measured al aimoised cost using the effective profit rate method
orai FYVTPL.

However. financial liabilities that arise when o transfer of & finoncial asset does not qualify for
derecognition or swhen the continuing involvement approach applies, financlal suarantee contracts issued
by the Growp, and commitments issued by the Groap 1o provide an lslamic financing ut below-markes
profit rile ore measured in accordince with the specific accounting pelicies sel out below,

Murbahs and liwa pavable

Murnbuha and lara payable is stited net of deferred profit payable. Delirred profit poyable is recognised s
i expense on @ 1ime proportion basis.

Pay cerunls

Liabilites are recognisid for amounts to be paid in the filure for poods or services received, whether billed
by the suppliers or noL
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X Accounting policies (continued)
3,04 Financlal instruments (continued)

Financial Tiakilities subsequently measured atl amortised gost

Financial lisbilities that are not held-for-treding and are not designated as o FVTPL are messured
amorised cost af the end ol subsequent acvounting perieds, The carmying amounts of financial Habilities
il are subsequently: measured al amortised cost are delermined biged on the effective profit method.
Profit expense that {s not capitalised as part of costs of an nsset is included in the consolidated income
slatemenl,

Fhe elfictive profil method i= 4 method al calculsting the amorised cosi e o fimencial lability aod of
allocating profit expense over (he relevant perigd. The elfective profit mie s the mte thil exactly
discounty estimated future cash payments (including all fees and points paid or recelved that frm s
integral part of the effective profit mle, transaction costs and other premiumg or discounts) through the
expected life of the finaocial lisbility, or {where approprinte) a shorter period. to the net carrying nmount
on initial recopnition,

Foreign exchonge gains and kosses

For financial linbilities that are denominated in & Toreign currency and are measured at amorised cost af
the end of each reporting period, the foreign exchange gains and losses e determined based on the
wmartised cost of the instruments and are recognised in the consolidated income statement

The fair value of (nancial labilittes denomimiled in o fonsgn corrency is determinsd in thot foreign
currency and translated at the spot rate at the ¢nd of the reporiing period

De-recognitien of fGnuocial Habilities

The Group derecognises fnancinl liabilities wien, and only when, the Group’s obligations are
discharged, cancelled or they expire, The difference between the carrying smount of the finzncial lubility
derecognised and the considerntion poid ond payable, including uny non-cash asses fronsferred or
linbilities #ssumed, & recognised in consolidaied income statement.

215 Forniture and equipment

Furniture and equipment are camied 8 cost less sccumulated deprecinnon and any  accumulased
impairment losses, Land is stated at cost, Depreciation iy charged so as 1o wiite off the cost of susets over
their cstmmied useful lives, osing the straight-line method, over the estimated wmeful lives of the
respeihive assels,

The estimated uselul lives of the assets for the cilcuintion of depreciation wre as Tollows:

Furmiure and fixtures 4 yids
OfTiee equipments 4 y=ars
Motor vehicles 4 years

The gain or loss ansing on the dispossl or resirement of an item of furmiture and equipment i determined
as the difference between the sales proceeds and the carrving amount of 1l assel and is recognised in
consolidated fnceme statement.
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3 Avccounting policies {continued)
3t Takalul conirict linhilitics

(i) Ulaecrised voitribriions reserig

Al the end of each year a proportion ol net retained contributions of the yenerml Tukaful, medical and
group life Takaful is reserved 0 cover pomtions of rsks which have not expired ot the reporting dote.
These reserves are calcolated in accordance with Federal Law Mo, & of 2007 relniing to Tokaful
compinies al 4% of anmual contributions earmed net of retaknfil for ol classes of Takaful except
muring which ks calosloted nt 25%, Uneamed contributions reserves for maeidical ond group Hfe bosiness
ore ciloulntsd on s dnily pris rut basis,

fif) A usiumding clafms

Retakalul contrmot Nabilities are recognised when contectd gre entered fnto and coniributions are
charged. These liabilities are known os the outstanding claims provision, which are based on the
eatimated ultimate cost of a1 clpims incurmed but not serled at the balance shieet date, whether reparted
or not, after reduction for the expected value of saivage and other recovertes. Delays can be
experienced in the netificition ind setilement of certaln tvpes of olaims, therefore the ultimote cost of
¢lnims cannol be known with certainty at the reporting date. Thie liability is not discounted for the time
value of money, No provision for equalisation or catmstrophie reserves is necognised. The liability is
derecognised when the conirpel expires, i3 discharged or i3 cancelled,

fiil) Aelefivienel reverye

A provision s imade for the estimated excess of potential claims over uaesiried contributions, for claims
tncurnad but not reported at the reporting date and for potential sharfall in unearned contribution reservie,
The neserves represent management’s bestestimates on the basis of:

i) cliims reported during the year,
b) delay in reporting these claims; and
¢) shorfall in the unearned contribulion reserve by reference to the 18" method

307 lnvestmeni properiy

Investment properly, which is propery held 10 camn rentls andior for capital appreciation {including
property wnder construction for such purposes). is staled at its fafr value at the vnd of eavh reporting period.
Ciains or losses orising from changes in the fair value of investment propery arc included in the
consolidated income stalement.

L18 Impairment of tangible nssels

At the end of wich reporting period, the Group reviews the carrving amounts of its tongible assels 1o
determing whether there is any indication that those assets have suffered an impairment loss, [T any such
indication exiats, the recoverahle amount of the asset is estimuted In order to determine the extent of the
impairment loss (if any). Where it is not possible to estimate the recoverable amount of an individual
asgel, the Crroup estimates the recoverable amount of the cash-genernting unit to which the asset belongs.
Where a reasonable and consistent bosis of allocation can be identified. corpornle pssets are also
allogated 1o individunl cash-generating units, or otherwise they are allogaed to the smallest group of
ciish-generting umits for which o ressonable and consistent allocation basis con be identified.
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for the yvear ended 31 December 2000

L Aceounting policies (continued)

308 tmpnirmend of tangible assels (conlinoed

Recoverable wmount is the higher of fair value less costs to sell and value in usc. In assessing value in
wse, The estimaied Tulure cosh Tlhows ore discounted to therr present valoe using 8 discount mte that
reflects current markel assezsments of the time valoe of money and the risks specific to the assal for
which the estimates of luture cash Oows hove not been adjustad,

1§ the recoverable mmount of an asset {or cash-generating unit) is éstimated 1o be less than its carmying
arficrunt, the carrying amount of e asset {(cash-generating unit} 15 reduged 1o s recoverable amount. An
mmpairment loss i5 recognised immediately in the consolidated income statement. unless the relevant
mssed 15 carried of o revalbed amount, in which case the impainment boss 15 trcoted as a revaluniion
decronse,

Whene an impaimnent [oss subsequently reverses. the carrying amount of the ssset {cash-gencrating unit)
i increased 1o the revised estimate of its recoverable amount, bot so that the increased carrying amunt
dires mwof exceed the crrying ameum hat would bave been derérmuned biad ne impairment foss Been
recognised for the asset (cush-generating unit) In prior yewrs, A reversal of an Impairmenl loss 13
recogiised immediately n the consolidated income statement. unless the relevant asseét is carried of o
revaludd amount, in which case the reversal of the Impalrment loss is treated as o revaluation incrense.

519 Provisiens

Provishons ane recognised when the Growp has o present obligation (legal or constructive) as a result ol' o
past event, it is probable that the Groop will be required fo settie the obligation, and o réliable estimate
cun be mude of the amount of the oblizaiion,

The amount recognised as o provision is the best estimate of the consideration required 1w osentle the
present obllgation ut the balance sheet dite, tnking into sccount the risks s unceraintics surrounding
the obligation. Where n provision is measured using the cash flows estimofed to settle the present
abligation, its carrying amount is the present value of those cash Aows,

320 Foreign currencies

The consolidated financial statements wre presenied in the curmensy of the primary économic environmeni
In which the Company opernotes (its functional currency ). For the purpose of the consolidated financial
statoments, the results and financiol position of each entity ore expressed in Amb Emirates Dirhams
("AEDT), which is the fonctional currency of the Group, and the presentotion currency for (he
cormoalidited fnuneial stalements,

Trimsactions in currencies other than the entity’s functional currency [fareiyn gurrencies) are reeorded at
the rates of exchonge prevoiling on the dates of the irnsachions. Al each reporting date, monetary ilems
denominated in foreign cuwreencies are petronstated ot the rales prevailing on the reportiing dete, Mon-
mongtary ilems carred ol foir value that are denominated in foreign currencies are retranslated at the
rwbes prevailing on the daté when the G value wis determined, Mon-monelary fems that ire megsured
i dermes ol histarical Costin g foreign curmeney are nol retrins lated,
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Motes to the consolidated Mrancial stalements (continued)
for the year ended 31 December 2010

3 Accounting policies (continued )
320 Foreign currendivs {(conlinued)
Exchange dilferencey are recopnized in profit or loss inthe year in which they urise except for:

* Exchange differences which relate o assels under construction for future productive use, which ane
included in the ¢ost of those assets where they ure regarded as an pdjustment to finance costs o
toreign currency financings;

=  Fochange differences on transections entered info in order to hedge certain foreipn correniy risks; and

* Exchonge differences on monetery items receivable from o payable to u loreign operation lor which
setttemnent i neither planned nor likely to ooour, which form pan of the met investment in a foreign
operation, and which are recognized in the lorelgn currency transiation reserve and recognized in
prolit or loss on disposal of the net investment,

321 Fabot
Aakon as approved by the Groop's Sharin’a Supervisory Board is computad on the following basis:

®  Zakat on sharcholders™ equity 88 deductid from retoingd eirmings and 38 computed on thelr Zakat Pool
[ Stitiitory Reserve, Genernl Reserve, Retained Earnings and employees’ end of service benelits),

= Znkat i distributed by a committce appointed by the Board of Directors and opernting s per the by-law
et by the Bourd,

= Lokan on pid up capital and proposed dividend is not included in the Zakal computation ind is payable
directly by (he sharcholders themselves.

311 Provisien for employees® end of service indemnity

Provision for employees’ end ol service indemnity ts made in seeondanee with the Group's policy which
meets the requirements of LLACE. tabour Baws, and is based on curment remunernstion and cumulative years of
sorvice a ihe reportinge date.

123 Delined contribution plan

LLAE. National employees in the United Arab Emirates are members of the Government-rmanoged
retirement pension and social security benelit scheme estublished purswst o UAE. Pederal Labour
Law Mo, 7 of 1999, The Group is required 1o contribute 12.5% of the “contribution ¢aleulation salary” to
Hhe retirement benefit scheme 1o fund the beneflis. Thess employees are also required to contribute 5% of
the *contribution calculution salany™ to the scheme, The enly obligation of 1he Group with respect o the
retirement pension and socinl secority scheme is 10 make the specified contributions, The contributions
ane charged to the cansolidated income stalement,
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Motes to the consolidated financial statements (continued)
for the year ended 31 December 20010

4 Critical accounting judgements and key sources of estimation uncertainty

In the process of applying the Group's accouning policies, which are described in Note 3, management
his rnode judgments thal have the mos) significant effect on the amounts recopnized in the conselidated
finaneial statements and applicd cenain assumptions. concering the Riture, amd olbier key sources of
estimution uncertainty it the finiuncial position date, that have a significant risk of cavsing o moterial
adjustment to the carrying amounts of assets and labilities within the nexit linancial year, a5 disoussed

bolow;
4.1 Critival judgements in applying accounting policies
Vafeearion of umgaesied @gquity invesnmenis

Valuation of unquoted equity investments (s nommally based on niet book velue (NBY) of the onderlying
investment, Management believe thal the foir valoe using NBY approximaies the fdr value if valuation
melels were upplied, as these Investment are held in entities operating in the [inanciil services Tndustry
where majority of the assets and labilities are held ot Tair value.

Additiveal Fezere

Management, bused on past experience, uses the industry standard /8" muthod™ 1o sssess any potential
short fall in the unesrmed contribution rescese,

Pravivion for eutstawding cliims, whether repiariead ol

Considernble judgement by management is requited in the estimation oF amounts due o Takalul eontrect
holders arising from claims made under Tokaful contracts. Such estimates wre necessarily based on
significant assumptions about several fhctors mvolving varying, and possibly sianificant, degrees of
Judlgement pnd uncertainity and actual results may differ from management’s cstimatés resulting in futore
changes in estimated liabilithes.

In particular, estimales have to be misde both for the expected ultinmate cost of ¢laims reported il the
financial position date and for the expected witimate cost of ¢laims Tncumred but not vet reported (IBNR)
i the reporting date. The primary technigue adopted by management in estimating the cost of notified
and IBNR claims, @ that of using past claim settlement rends 10 predict futore claims setthement frends,
Claims requiring court or arbitration decisions are estimated individually, Independent foss adjusiers
normally estimate property claims. Manpgement reviews its provisioms for claims ineurted, and ¢lalms
rncurred but not reported, on n guarterly basis.

4.1 Rey sources of estimation uncertainty
Proprern amd equipmreni
Property and equipment is depreciiled over the estimated useful [ife, which is bused on expected usiye of

the assel. expected physical wear and tear, which depends on operstional fuictors. The management has
nit considered any residusl value 45 11 is deemed immaterial.
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Motes o the consolidated Tnancial statements {continued)
for the year ended 31 December 2000

4, {ritical aceounting judpements and key sonrces of estimation oncertainty (continued)
4.3 Koy sources of estimation uncertiinty {confinued)
fmpaivment fovses om Takafil receivables

The Group reviews its Tekoful recetvables on » oreguler besis to pssess whether & provision for
tmpairment should be recorded In the consolidated income statement.  In porticulor, judgment by
management s requined in the estimation of the smount and tming of [uure cosh Tows when
determining the level of provisions required. Such estimutes are necessarily based on assumptions about
the probubility of defoult and probable losses in the event of default. the valie of the underlying security.
and realisation gosts,

I additeon w speci e provistons: against mdividestly signitiean Takalul receivibles, the Group also
makes a collective impairment provision against Takaful receivables which, although not specifically
identified ms requiring a specific provision, have a greater risk of defaslt thin when origivally granted.
I'he amount of the provision is based on the historical loss pattern for Takalil receivables within ench
prade and 15 sdjusted to reflect current econmmic chinges.

Retakaful

The Group is expesed fo disputes with, and possibility of defaults by, it retabufils. The Croup maniors
on i qurerly basis the evolution of disputes with and the fnoneial strength of s retuksfuls,

Liabifity adlequacy fost

At the end of exch reporting period, labiliny adequacy 1ests are performed 1o ensore the adequocy of
Takalul contrier liabilmes, The Croup makes use of the best estimoies of future controctual cish Tows
and cluirms hisndling and administration expenses, as well as invesiment income from the assets backing
such liabilities in evalusting the ndequacy of the labiliy. Any deficiency is immediately charged 1o the
congolidated income statement,

5. Cash and cash equivalenis

TR EL] LI
AL Al
Cash on hend 692 345,350
Bank current accoont 1RA14,117 2L EIN 386

19,283,309 21083, 736
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[ Investment deposits

Restricted deposiis
Fixed deposits.

4

20010 i
AED ALD

1, 004, M) | L1, DA
2. TIRET 25440 Ugl)

Y9 TARET0 35,949 980

e L

Restricled deposits. which have fixed mutumity of one year, nepresent the amounts: thul cannol be
withlrawn without the prioe spproval of the Ministry of Econemy in sccordance with the LLACE. Federal

Luwe Mo, & of 2007

Fixed deposits hoave o fixed maturity of three months 10 one year from the date of deposit and carry an
average éxpecied mile of retum between 3% (o 5% (2009 4% to 3% Investment deposits are held by

lshumiie Banks,

7. Retakaful contract assets and retakafol contract liahilities

Unsamid o betions
Additionul reserve
Llubstirding elalmns

haxionding claims

Balared ot the beginning
of i year

Pdervermen during the yiar

Balance uf the eand of the yeor

Contract | lnkilites Lonatroct Ansls het
LR Jili R WM oni T
AED AEL AED AlLS AED Al

TIL000, 163 145270205 K5.668,903 945484182
TI84.06H  Ladd.6TmT . -
TR, 084 330 0 K9 409 BE3T0M0d6 6] 830,457

45130200 44 MTESTY
TH4,668  1LALGTY
ITETEARE L5462

R4 B00 061 200708 201 1o8, 877,079 156,193,270

e s S R N SR T S ——

B0 08T U] STE ]

—EmEmesTE O ETmE mm——

LConatract Leablities Contracl Asaels Mol
2010 e RIELY 20T ZEW Imin 2
AED AkD AEL ALY AED ALY

910 409 S U409ET 6150947 64944, T

4180921 (A6 AT 203570 Lo T Ay

JOO43ART 29906270

S, A A AT 186

e 330 F1 A BSI08 140 HIH30N4 T

D o s o = =

JE AR N4 S04 3462
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7. Retukalul contract assets and retnkaful contract liabilities (continwed)

Addeftfinnal resenee

Balunce ol beginning of the vear
Muovement

Balince ot end of the vear

8. Takaful receivables

Due from Tokoful policy holders and brokers
Amounts due from Takalul and retakaful companies
Lesa; Allowande for douhtful Takeful receivahles

o, Chiher Mmnncial assets mensured of fuir value

Financhal assets measured ot Tir value throogh
other comprehensive income (FYTOCT) (A)
Listed

Linlisted

Financial assets measured at fair value through
profit and loss (FYTEL) (B)
Fimunoial n=sets measored ot FYTPL

Total ather Nnaneial assets mensured of fir value (A+B)

20 andig
AED AED
14,603,678 2 00
(o B1000 {T.2%94G.323)
T 784,608 |4.601.678
2iln G
ALED ALEDD
71,792,230 5,407,143
1r 981,527 26,026,481
LT T TR
0,773,757 BT 408 624
uin 200
AED AED
0 hML A58 I, ETLE 0
6,320,800 ITH3AA3
i, 150,258 T2 ROT. 344
1,270,705 54,371,191

LET A2 903

127,178,535



Dubai Islamic Insurunce & Reinsurance Co, (Aman) (PSC)
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for the year ended 31 December 2010

9, Other Masncial assets measured at fair value (continued)

Invesstments by peographic concentration ane s follows:

2010 20059

AEL AELN

Within U.A.E. G4 S0, 550 T4 498514

- Dutside LLAE TER241F  S20H0.02]

TAZ0963 127,178,335

— m—— T

[, FVTOC! listed securities are corried ot o value of AED 28620458 (2000 ALRD 34 8709 |(0), withia
decline in their fair value from original acquisition cost amounting 10 AEL 112,608,788 (2004
AED |04,201,702), OF this nmount, AED 84,526,062 (2009 AED 71.881,745) is deducted (rum
shareholders” equity und AED 28,172,726 (2009; AED 29.319.957) is deducted from policyholders’
fund in accordithee with the allocation of investment losses Lo the sharchalders and policyholders as
upproved by the Group’s Fatwa and Sharia’a Supervisory Board.

i, Unbisted secaritics are carred ol fuir valoe at & value of AED 36,529,500 (2009 AED 37.89536,4154)
mainly represent the Group's investments in shires of companies registered in Dubai, Algeria.
Kuwaoil pnd certnfn other international markeis.

iit. Finoncigl ossets mensured of FYVTPL include an smount of AED 7764 132 which represents
investment in real estate funids which have & mpturity of 2 to. 3 years (200%; 3 1o 4 years)

1. Prepayments and other receivables

2 206w
AED AED
Other receivables 16,622,637 15450365
Prepaid expenses 466,76l 3, TR9,5T4

11,239,398 19,239 439

— = —

1.  Investment property

2o 20y
AED AED
Balunee ol beginning of the year 04,352,385 6352585
Chuange i1 falr value . 3
Bskanee w1 end of the year 4,352,585  64,352.585

The investment property comprises a plot of land purchased in 2007, The Group ased the far value
model permitted under IAS 40 for détermining the corrying value of the investment propery. The
property s morgaged as security against an ljara payable (Mote 18} The valuation, which conforms to
international viluntion standards, was arrived ot by the reference to market evidence ol tmnsaction pricies
fair =immilar properiies,
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12 Furpiture and equipment

Furniture
Muotar and CHTige
vehicles Mixtores  cquipment Tatul
AED ALD AED AED

Cosi
At December 3 1, 2008 675,435 LTIs828 31107 TRAZ A0
Additions B304 134,783 184,032 25315
[Hupuzal {1 25.000] - - {12500}
At December 31, 2004 536,935 40711 3.795,079 8.462,725
Additions 330,000 409 518 JTLA%T 1,133,007
At December 31, 2010 886,935 4600229 4,017,568 9.614,732
Accumulated depreciation
At December 31, 2008 271,823 2985.663 > BT, 05 b 129,153
Charge for the year 137,264 43,181 324,430 L0, 275
Eliminsied on disposal {125.000) - - § 125K}
Al Drecember 31, 2009 284087 FATI B 3,960,535 o, 504,964
Charge lor the year EE 1R JBR.035 289550 B33,395
At Decomitrer 31, 2000 478,90 3,792 881 J.486,085 7,757 Ho0
Ml currying wmouni

At December 31, 2010 408,035 BT 348 031,443 856,806

At December 31, 20409 272,848 hl6, 8635 508544 I 558,257

L —— —
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Notes to the consolidated luancial statements (continued)
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i3 Diae to hank

The Group obtained & secured overdraft factlity with o Hmit of AED 15 milliun from an lslamiz bank in
the UAE. to meet business requirements ol commercial profit mies, The financing is secured by lien
ower fixed deposits of AED 5 million as margin in favor of ihe bank.

4. Trade and other payables

o Toog
AED AELY
Tradle payables and pocruels 312,053 JE.E89.307
Emplovees” end of service benelis 3,155,289 23521056
Lakat payables 1949040 | .567.251
Balunee ot end of the year HAlBS82 42977614

Movemenls in the provivien Tor employees’ end of service benefits during the vear were a5 follows:

e 2041

AED AED
Balance @t beginning of the year L511,056 1,590 545
Ainiounis ehirped during U vesr TOU 424 637,204
Aanounts paid during the vesr (165,091 ) I 1FA93)
Balinge st vadd of the wear X135.389 I R21.036
15.  Takaful payables

2010 20

AED ALED
Due to retakafuls and other Takalul payables 45,963,947 61,158,376
1. Ljura payubles

20 205

AED AFT)
lpara payables BAE0T 360 15,313,248

Thee Grroup obtained ljara fnence of AED 34029440 feom on Isiamae bank in the UAE, w finance ihe
ncquisition of un investment property (Note 1), The ljam fnince carries o profit rate of 7% (2008 )
with twenty guarerly repayments which commenced in February 2007, The fjam finance is secured by
legal mortgage over the Investment property
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17.  Polieyholders® Fund

2000 2004

AED AlZD
Deficit in Policyholders” Fund:
Beginning balance of deficit in policyholders” fund (33277,634)  (IL141051)
Profit for the year 14,407,236 B63 AT
Ending balance of deficit in policyholders” fund (I8AT0398) (33277.634)
Qurd Hasan from shareholders (1) 18,870,398 J32TT 654
Proposed profit distribution to policyholders (i) 1,705,751 1,767,560
[onvestment revaluation reserve FYTOCT (il (28,172,726} (29.319.957)
Total deficit in policyholders” fund (26,406,975)  (27.532,396)

(i) The shareholders finance the policyholders” deficil excloding foss retated 1o nepative fafr valoe
mavesients of inyestments in accordance with the Group's palicy, throagh o Cand Hasan (4 profit
[ree foan with no repoyment terms charged (o income stolement),

(it} The Group started distribulion of the profit 1o the policyholders in 2008 as approved by the Faiwa
and Sharia"a Supervisory: Boand

{iii) During the current year, the Group transferred to the policyholders their share of investmeni
revaluation reserve FYTOC| of ALD 28,172,726 from the shureholders” equity in the sume ralio os
the policyvholiders share of investment losses (rafer Note 24), When (he Groop disposes ol fhese
irrvestments, any gains of losses renlized will be distributed between the shureholders and
pesticyholders in the same mtio as outlined in Note 24 and. should such disposal result g reatized
loss, the. portion allocated to policyholders would require gn addivional Card Hasun ol an
et viaslent mmonni Trom the shareholders

14. Share capital

o 20005
AED AED
lzsvied and fully poid:
2 VL B0, 000 ordinary shares of AED | cach
[ A0S O GO0 000 ondinary shisres) p LR TRTHT 20RO

Al the General Assembly. Meeting held on March 16, 2000, the shareholders of the Group resolved o
distribute 5% of the share capital 23 bonus shares.

At the Extrwordinary General Meeting held on May 25, 2008, the shareholders of the Group résolved 1o
split the shares® nominal value from AED 10 to AED 1 per share, therehy increasing the number of
shares from 20 million to 200 millkon. At the same meeting, the shareholders also resolved thar G.C.C
notionals and other foreign nationals can hold wp to 135% each in the share capitul of the Group ond the
rermtming minimum balance of 70% should be held by ULAE. nationals,
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Notes o the consolidated Muuneial statements (continued)
for the yeur ended 31 December 2010

19,  Statutory reserve

I mccordance with United Argh Emirates Federsl Commercial Companies Law number B of 1984, as
amended, the Group has established & stattory reserve by appropriation of 10% of the prafit for each year
uriti | the reserve equals 30% of the paid-up share cuplial. This reserve i3 not available for disteibution except
e stipulated by the Law,

2. General reserve

The Group is required to transfer 10% of the profit for the year 1o a geneml reserve in sccordance with lis
Articles of Assocition. The reserve s avallible for distribution by 4 reselution of the sharcholders of the
Group ot on ordinary peneml meeting. on the recommendiation of the Board of [Yireciors,

21. Pakaful Contributions enrned

Ketiakaluls”
LTI ilvare Ml
Year il AED AED AED
Tekafil controcts contribwiom BIEA12.TH 476,549, TH 134,243,001
bfovement in prowisicen s uniamed corifributiias 10,270,042 H.6T5.349 150,60
M oviemutl in mibditbonal reyere Mote T T M1 . (R AR
Takiaful comiribmtivns (28,201,753 IME, 525,140 142,670,704
Unearned centribations ot reperting date [ Note T) I3L.IMHD, 163 55,068,933 45,131,150
Retnkufuls
Ciross abnure Mt
o 2000 Al ALRD AL
Takpful comracs comtrehutioms AUS,TTT UK 339, THEWAN A543, | H
buveanent in peovisken ls uncamed conicibutions 2386, 450 (K, 753,03} Li 042
Movemient n sdditionu] reserve | Mot 7) 7.296,525 - 1296323

Toakmiul copirtiutons AP0 A0 PELLOMLETH B 5,39 403

Unearned contributions af reparting dste (Noie 7} 141270, 203 AT E SRS 46,425,000
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Moles (o the consulidnted Nnamcial stolements {continued)
for the year ended 31 December 2010

2. Takaful Claims.

ple g ] LN
Retuiafily Mitebepfuls

{rraany s Nt Cirrny Khury iy

AED AED AED (Fi AEN AED
Iakaful claims po
In thi year 122890365 JHA02.210 T4 48R 155 143, T4 000 55 345 626 NEQ4RATS
hamaes in provesion for
utitstanding claims 4,089821 2187200 L83ZTM (10M0ATI) (30037 47,196
Claims recorded in

insorre Slalermen 147080286 60759410 TTI208T6 140787 520 32250 46T BEA%5.H39

A By ET e ey R L T - —

For details of the mavement in the provision for outstanding clsims and the related retokafuls® share,
refer to Mote 7.

23, Wakialy fees and Mudarib's share

The Group manoges-the Takaful operations for the policyholders and chianees 25%0 of the gross Takaful
coniributions net of gross unearned contribution as Wakala fees (2009 25%), During the year, no
Wukuly fee was charged on grogs Takuful contribulions pmounting to ALLY 417,693,514 (2009: AED
280,313,011 ) as the Group retained instenificant risk oo sech contributions nnd commizsion Income from
such business wis significaptly lower than the normal commission. Munagement therefore decided not 1o
charge Wakaln fee on these Takaful contributions. The Wakats fee was charped on o total gross
contribution of AED | 03,419, 1 87 (2009 ALD 215,444 077),

Wakala fee s calculated as Tollows:

2000 20

AELY AL

Citoss Toekoful contributions T42, 112 %04 G3T.047311
[t Lhsenrmed contribution [ L3100, [6.3) 141, 2760.205)
Net Takaful contributions a11,112,70 495 777,108

Less: Takalul contributions not subject 1o

Wakala fee (417.693.514) (280.333,031)
193,419,157 215,444,077

Percentope 15, 25%%
Wokala fee for the vear J8.354, 79T 33,861,019

The Group alsoe manages the policvholders” investment (unds and entitled o 25% of netl invesbmeni
income earned by the policyholders” investment funds as the Mudanbs® shore. The Modarib®s shane was
AED Mil for the vear o5 policyhulders incurred losses on their investment fund for the corrent year
{2009: AED 305,5T71)
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24, Investment (losses)income

Fuir vilue poins awid lossey
Fair valiy foss on FVYTPL

Renlised gains and losses
Gain on sale of tmding securities

Diher inves{mient income

Iheome from investment depasits

Income From [nvestment in reel estate funds
ivicdend income

CHher mizcellnneous indome

Inwvesterient fnancing ¢ost

Less:
Income on restricled deposits not disiributable

Disteibutable inceme

Atlereprrecd 1o
Policyholders
Shirehilders

2010 209
AED AED
(5.215,450) i 7.258.686)
4,050,373 11,434,454
762,268 |79 K
79,0640 171102
2,040,506 2691 4159
446,000 141,702
{453,601) {1,373.555)
i1,110,846) 7.0K7.094
144,304
(866,452 ) 7,187,094
(277,642) 2,072,783
(585,700 5, 16481 |
(966,482)

T, 18T 094

Invesiment income and losses are allocated amongsi the shureholders and the pelicyholders on 2 pro rats
bagis. This allocation to policyholders i= approved by the Group's Fatwa and Sharia's Supervisory Board

ot dn nnmmil hasls
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25, Basicand diluted carnings per share

Earnings per shore are calcslmed by dividing profiv annbutable 1o the shureholders. for the verr, by
weighted average nuimbser of shires outstading during the veur.

o1n 2004
AED AED
Met profit for the vear 2 ATRTT 10,572,393
Weighted avernge number of shores outstanding during the year ey RER TR 210,000,000
Exrnings per share 100 098

—— e —— e — e e

The number of shores outstanding as of December 31, 2000 has been adjusied e réflect the bonus shares
isgtred during 20100,

Mo fAgure for diluted cimings per share has been prosented since the Group hes not issued any
instruments which would have an impact on eamings per share when exercised

26, Operating lease commitmenls

The Future minimum lease peyments payible under non-cancel lable openting leases where the Group is
the lesses wre s follows;

00 2004
AED ALD
Less than | year | 497,587 1,835,457
| to 5 years 45,7 :
Total I.543.321 [.B53.457

17, Fatwa and Sharia’a supervisory board

‘The Group's business activities are subjest 1o the supervision of its Fatwa snd Sharig'as Supervisory
Board consisting of three members appointed by the shiveholders. The Fulwa snd Sharin’a Supervisory
Board perform o supervisory role in order 1o determine whether the operations of the Group are
canducted in sccordance with Sharia’a rules and principles.



Dubai Islamic losurance & Reinsurance Co, (Aman) (PSC) "

Notes to the consolidated fnancial siatements (contineed)
for the year ended 31 December 2010

28.  Related party transactions

Rieluted pirties represent major sharchalders. directors and key management personnet of the Group, and
entities gontrolled, jointly controlled or significantly infuenced by such paris.

The Managing Director of the Group is alse a key management executlve of Al Salam Bank - Algerin and
Al Salam Bank - Sidan, The Group has an equity investment in Al Sulam Bank - Algerin of ALD 20.2
million {31 December 2009 AED 20.2 million). The pricing policies. and terms of 1hese iransactions
were upproved by the Board of Directors.

The significant balinces outstanding a1 reporting date in respect of relaled parthes incleded in the
consolidated financial statements are as tollows:

December 31 Dipganber 31
{iher {her
Ml fur Felatod Tl Pelugor relstad Voal
sharehuhiers parties WG sharefwilders parties 2
AED AELD AED Afild AL AL
fnvesiment depaosis - 000,000 3 0, = S UHIAHHE 50N
Carrying vialue ol
nviestmenls in
ardimary ahanss - ME20AEA0  2E20AS0 - 2ip 203 340 2E 0300
Corl off Invistmeni in
Hoeal Estale Funds - - ' = A TILTTS AT
kel btk pedibvilble 144017 IN12.65T7 3 M57.554 QLT LA06R0d 3 RARCSY
Cash and cash egquivalenis 5031611 5451612 x - -

The income &l cxpenses in respect of relaled parties included in the consulidated financial siatements
are a5 follows:

egemiser 31 Uecember 31
Cher il
Mlajor related Total Mgy related [kl
sharcholders parties e shareholders parties 2N
AED AED ARD Ak ALY MAED
Cirnigs vontributions 1, 0a, TH) Eald 15 96652401 543351 400,023 5. 140.07H
Liriss claima TEI N2 5063028 5,799,544 F4. 005 Iniknd 2058, T
Profil slsare un
imvestment depoaits
and resl estate Tondy - 145560 THE.560 - 2540 254040

In 200K, the Group purchased 3,276,520 shares of Al Salam Bank - Bahmin for AED 9.2 milllon from a
related company. These shares are registered in the nome of the related cormpany which holds i in trust
for and on behalf of the Group.  The market valee of the shares as af the gsd of the reporting period wis
AED 2.9 million. The ghange in fair vilue his been reflected in equity under invesimenl revaluption
PESErY
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MNotes (o the consolidated financial statements {continued)
for the vear ended 31 December 2010

28.  Related party transactions (continued)

Cenpensation of key mandgement personrel v ax follows

FLIL ] 2009
AED AED
Short term employee benefits 2 Aui 624 3,483,638
End of service benefiis 277,159 235605
Total compensation paid o key management personnel 2,677,783 2,719,243

29,  Scgmental information

The Qrowp bas adopted IFRS B Operating Segments with eflfect frem January |, 2009, The segments
identilled in accordance with [FRS 8 do not differ muateckally from those previously disclosed under [AS

4.

Opetrating Segments ane identified on the basis of internal repons about the components of the Group that
are regularly reviewed by the Group’s Menaging Director {MD) in order to allocste resources to the
segment and 1o wssess it performance. Informition reporied to the Group's MDD for the purpose of
resource allocation and assessment of performimce is based on following stralegic Business activities:

Takaful nctivitles include the general, life and medical Takaful business undenaken by the Group.

- Invesiment activities represent investmient and cash monogement for the Group™s Gwn aocount.
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Dubai Islamic Insurance & Reinsurance Co. (Aman) {(PSC)

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

29, Segmenial inlormation (continued)

Secondary segment information

Takaful receivables comprise o Targe number of customers and Tokaful companies mainly within the
United Arub Emirates, Retakaful receivables are from the retakaful companies based mainly in Europe
amel the Mididle Fast

The Groop's finaneial position can be analysed by the following geogrmphicil regions!

Idn 2N
Comithgent {tririrgi
Liubillties fardilities Liabifiies I
il i ctid i
slsvers eqiny Cemupifoens dgsels T LI IR
AL AER AED AEL [Ef 1448
Linlted Arab Fmiritis INT AU 181593883 A5 204 10ESI00NT AT ES L MM TR
Oher 8Midille
taslien CouniHey 44, 106, 0840 2E0T.IEN = 2070 S LRI R T
I.'_'u.mpc 176020740 266,127 457 o 1AL 13656 19044530
et iof the waarld 11,905,500 5203429 «  DARA SN LO2L4W
Total S 533,32T7  513,333.317 835204 S13ipddrd F13.0030,805 TTUHE]

Ju, Capital management

{iy  Governmanee framework

The primary objective of the Group®s risk and financial management framework 1% 1o profect the Group's
sharehalders fromm events that hinder the sustainable achievement of Tnoncial performance objectives,
including failing vo exploit opportunities. Key mansgement recognises the eritical importunce of having
efficient omd effeciive risk manggement systems in plece.

The Group's risk mansgement function is varrted oul by the board of directors, with its associated
commitiees. This is supplemented with a clear organisational strueture with deleguted suthonties and
responsibilities Trom the bopnd of directors 1o the Manoging Director, Genernl Monager and senjor
PR Ers.

The board of directors meets regularly %o approve iy commercial, regulatory and organisational
decizions. The Monaging Director under the authority delegoled from the board of directors defines the
Group's risk and iis interpretation. limits structure 1o ensure the approprinte quality and diversification of
assets, ollgns underwriting and retakaful strategy to the corporate godls. anmd spechlies reporting
requirements.



Dubai Istamic Insurance & Reinsurance Co, (Aman) (PSC)

Moted o the consolidated financial statements (continued)
for the year ended 31 December 2010

3y Capital management {continued)

tii} Capital mansgement framework

The primbry objective of the Group's capitul managemen is o comply with the regubstory réquirements
in the UAE. and Lo ensure that it malntaing a healthy capital ratio in order 1o suppor its busingss and
maximise shoreholder value,

The Croup manages ils capital structure and makes adjustments to [ in Tight of chifges in economic
conditions. To maintun or adjust the eapital structure, the Group may adjust the dividend payment fo
shareholders, return cupital to sharcholders or issue new shares. The Group has fully complied with the
externally Imposed capital requirements and no changes were made in the objectives. polscies or
processes during the years ended December 31, 2000 and 2009,

{iiiy Hegulatory fromewark

Regulators are primarily interested in protecting the rights of the policyholders and monitor them closely
to ensure thal the Group is satisfactorily monaging offairs for their benolit. At the same fime, the
regulators wre also interested in ensuring that the Group malntains an appropriate solvency position 1o
meel unforeseen linbilities artsing from economic shocks or natml disasters

The operations of the Group are alse subject o regulatory reguitements within the jurisdictions where il
opernfes. Such regolations not only prescribe approval and monitoring of agtivines, but also impose
certuin testrictive provisions (e.g. capital sdequicy ) to minimise the risk of default and insalvency on the
part of the insurance companies o meet unforeseen linbilivies as these arise,

1. Financial imstroments

fi)  Sipnificent acconnting poficies

Cretmils of the signilffcont poeounting policies and methods adopiad, including the eriteria far recognition,
the basis of measurement and the basis on which income and expenses are recognized, in respect of each
class of finoncial psset, fnancial Habifity ond equity instrument arg olisclosed i1 Mote 3 e the
consolidated linancil stafements.

et Carfegories of financial instramenis

2010 RLilH
AED AED
Finwncinl assety
Al amorifzed cos) 335 HM6. 152 316, 157,954
Al fuir valwe 117 420,963 127.178.533

453257115 4431 356,465
Financiul Habiliies
At amortived cost F60 911507 FT0.540.270

——



Dubai [stamic Insurance & Reinsuwrance Co. (Aman) (PSC)

Notes to the consolidated financisl statements (continuwed)
for the year ended 31 December 2010

3. Risk management
(1 Asset liability management (ALM) frnmework

Financial risks arise from open positions in profit mee, currency and equity products, all of which are
exposed to general and specific market movements. The Group manages these positions 1o achieve long-
term investment relurns in éxcess of its obligations under Takalul contracts, The principal lechnique of
the Group's ALM Is to match asscts to the liabifities arising from Takafal controcis by reference to the
type of benelits paynhle 1o contruct holders.

The Managing Director actively momitors the ALM to ensure in each penod sufficient cash flow is
ivnilable 1o meet linbilithes ansimg from Takoful contracts

The Mandiging Director regularty monitors the (inancial risks associnted with the Group's other inanclal
nssels and fobilities not direclly associoted with Takaful linbilities

The risks faced by the Group and the way these risks are mitigsied by menagement ore summarised
below,

JZA Takalul risk

The principal risk the Group feees under Takaful conracts iz that the actugl claims and benefit payments
or the Hming thereol, differ from expectations, This s influenced by the frpgueeney of claims, severlty of
elaims, actual benels pald and subsequent development of long-teérm clitims. Therefore., the objective of
the Caroup i5 fo ensore that suificient reserves are available to cover these linbifities.

The: abovi risk exposure is mitiguied by divessification aeross i lerge poitfodio of Tokaful controets, The
varigbility of risks 15 alzo mmproved by carchul sehection and implementution of onderwriling sirlegy
puidelines, as well oz the use of remkalul srmangements as well as the diveificition of relakaful
providers.

Fregquency amd amounis of claie

The frequency il iveunts of claims can be affected by severl Factors, The Groop underwrites mainly
property., motker, norine, medical md groop e, These are regarded us shor-term Takaful contricts, as
claims are normally advised and settfed within one year of the insured event taking ploce. This helps to
mitigate Takalul risk,

Froperty

Propery Tukafil [ designed 1o compensale contrel holiders for damage sullored (0 properties oF Tor the
value of property fost. Contract holders coald also receive compensation for (e sclual loss caused by the
inake bty 4o wse the insured propertics.

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

These contracls are underwritien by reference 1o the replacement vislue of the properties und conients
ingured, The cost of rebuilding properties and obtaining replacement comtents and the time token to restan
opermations which leads to business inferruptions are the maln fotors that inMegnee the level of claims
The Group ligs retakaful cover for such darmege 1o limit fogses Tor any individual claim 1o AED 300,000
{068 AEL 300,y
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Motes (o the consolidated financial statements (continued |
for the year ended 3 December 2010

7, Risk management (continued)

I2A Takolul risk
Freguency and awoneis of olaimy feomiinied)

Mofor

Motor Takaful Is designed tp compensate contract holders for damage suifered 10 their vehicles or
linbility 1o third parties arising throngh accidents. Contract holders could also recewve compensalion for
the fire or theft of their vehicles.

For motor contrscts the main risks are cleims for death and bodily injury and the replacement or repair of
vehictes. The Group hes remkalul cover for sagh cladms 1o limit losses for iy individus] claim 1o AED
200,000 { 2009; AED 350,000}

The level of court awards for deaths and Lo injored punies aed the replacement costs of motar vehicles are
the key factors that inffoence the level of claiina

Marime

Marine Takaful is designed 10 compensate contract holders for damage and hability ansing through Toss
or damage to marine craft ond sccldents ol sea resulting In the tofal or partial loss of ciiraoes,

For marine Takalul the main risks wre loss or damage 1o marine craft ond secwdents resulting i the total
or partial loss of carpoes,

The underwriting stritegy for the maring class of business |s to eneore that policies dre wéll diversifled b
terms of vessels and shipping mutes covered. The Group Bas retokaful to il ledses for any individual
claim 1o AED 300,000 (2009: AED 300,000},

Medical, growg Hife arif persanal aecidem

Medical Takaful is designed 1o compensate the contragt holders for medical costs. Group life and
personal seeident Takaful entitley the contract holders or their beneficlanies jo specified smounts In case
of death or permanent or partial disability.

For miedical Takalul, the main risks nre illness and relsted healtheare costs. For group Nife and persanal
pecident the main risks are cizims from death and permanent or partial dissbility, The CGroup genorally
does not offer medical Takaful to wilk-in customers. Medical, group 1ife wed personal accident Takaful
are generally offered to corporate customers with large popalation 10 be covered umsder the policy. The
Crroup has retakalul cover for such clasms to Bt losses for ooy ndividual vloom 1o AED 300,000 { 2004:
AED 500,000).

Geagraphical concentrution of risky

The Tukaful risk arising from Takaful contructs s concentrated mainky in the United Amb Emimies. The
geopraphical concentration of risks s similar to prior year.

4
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Notes to the consolidated financial statements (continued)
for the year ended 31 December 2010

32, Risk management (continoed )
32A Takoful risk (continued)
Rerakafisl rivk

In common with other Takaful companies, in order 1o minimise financial cxposure arsing (rom large
Takaful ¢laims, the Group, in the normsl course of buginess, enters into armangements with other parties
for retabaful purposes. Such retakaful arrangements provide for grester diversification of business. allow
management to control exposure o potentinl losses arising from large risks. and provide additional
capacity for growth, A significant portion of the retakaful is effected under reaty, faculiative and excess
of boss refakaful vantracs.

l'o minimise its exposure to significant losses from retakafuls insolvencies, the Group evaluales the

financinl condition of its relnkufuls amd ensure diversification of retakaful providers. The Groug dels
with retnkafuls approved by the Bosrd of Directors.

J2IH Flaancial rlsk

The Group's principal financial Instroments are financlal investments (rding securities), reeeivables
arising from Tokaful and retakaful contracts, statutory deposits and cash and cosh equivalents.

The main risks arising from the Group's Mnancial instruments are credit risk, figuidity nish, loreign
curmrency risk, profit risk amd equity price risk. The board reviews and agrees policies (or managing each
il thisse risks and they sre summarised below,

The Group does not enter into any deriyative Transactions.

Credin Fisk

Credit risk i3 the risk that one party to a {inancial instrument will fail 1o discharge an obligation and ceuse
the other party o incur o financial loss. For all clisses of financial assets held by the Group, the
mxsimum exposure 1o credit risk o the Group is the carrying value as discloged in the consolidited

stntement of financial position.

The following policies and procedures are in pace to mitigate the Group®s exposure to oredit risk:

The Group only eniers into Takaful and retakaful contracts with recognised, eredit worthy third
parties, It is the Group's policy that all customers who wish to trwde on credit terms are subject 1o
eredit verification procedures. In addition, receivables from Takaful wnd retakaful contracts are
monitored on an ongoing besis in order 10 reduce the Group’s exposure pgainst deloulls

= The Group seeks to limin credit risk with respect to agents and brokers by sefting credil limils for
individunl agents and brokers and monitoring oulshinding recelvables

= The Group's investments are managed by the Managing Director in pecordance with the guidance of
the investment commitiee and the sopervision of the Board of Directors.

s The Chroup's bank balances are maintnined with o cnge ol ntermgtional and Joesl banks in
nceordumee with limils set by the msnagement

45
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Noted (o the consolidated financial statements {continued)
for the year ended 31 December 2010

2. Risk management (continued)
328 Financial Fisk (continped)

Credit vk feontingéd)

The tahle below shows the maximum exposure to credit risk for the components of the statement of
limancial pogition:

20ig 2

Nuex AED AL
(ash amd cash eguivalenis 3 19,283 3 2083736
Inveslmenld -;L'Fu.l:rlh: f I TIRATN 14 iy WK
elakalul contract assota T IGRETTATY e %3224
Tukatul recesvibdes B a0, 773,757 BTA2H 4024
Uther recetvablies 1 16,622.037 15,440,563
A35.206,152 Fle 137,934

Foor mcere detifl on the masimum exposure 1o credit risk for each class of financial instrumen, references
have bizen mude o the specific notes.

The Following table provides an oge analysis of Takaful recenvables arising from Takaful and réakaful
coniracis;

elther
fret lire Pt dire Bt o
iir e dmigicanrired
Lip o 8k g 1200 Aherre 121 st i
i chrp efiayy Tl ol smigeired Tow!
ATV IR AETF iR AETL NN AR AR LV IRR
210 49 30K 13800 17570 0,774 4,001 4T
ZiMi S5 e . BT 420 4. LEHE L)

The average credit period for customers is 120 days. No profit on the past-due reveivibles, The Group has
provided for receivables based on the estimated irrecoverable amounts, determined by reference to past
defunll experience and management’s assessment of current économic conditions as o the Tolore
recevernbility of these balances.

AL the reporting due, there i3 no significant concentration of credit misk thar will result in 8 loss w the
Ciroup, The credit risk on liguid funds is limited because the counterpartios are banks with high credit-
rutings asstpmed by intermational credit-rting agencies. There are no significant concentrations of credil
rigk to receivables outside the indusiry in which the Group operntes.

dh
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Motes fo the consolidated financial statements (conlinued)
for the vear ended 3 December 2010

32, Risk management (continued)
328 Financial risk (continned)

Liguidity rizk

Liguidity risk is the risk that the Group will not be able 10 meel its commitments associated with Takaful
contracts and finoncial Habilitics when they fall due.

Liguidity requiréments are monitored on a monthly basis and management ensures that sulficient Hguid
funds are available 1o meet any commitments os they arise.

The table below sunumarises the muturity of the Mranedal Fabilites of the Group based oo remaining
vl iscounied contrictual obligitions:

A1 Decomber 2000 ' !t fver
{2 nernifey. §oyeary 5 yeurs Totund
AL AEL AELD AL
Linkiliries
[ 1o Hank 14,841,510 - - [ 4,840,520
lrade and taher pyablis 41,261,19% - - 41,261,193
Tukstul puyshles 45,563,947 - - 45963947
Tuknful conirmet fiabilitics SE4 KG9, 160 - < BE4RGS. 1A
Financial lahilities
Hjiss payabdes 6,505 858 1T A72 - ®,507, M
Averints hehd wnder retakaiul srennes 4460116 - - 4,469,124
J0M. 21185 1,701,472 ! HD,'!IIJ'I.I"F
31 Drecember 20H19 i It e
T T T Tnpsaary A peary laidd
{1 £ AER IED IED
Lialrilities
Trade und wiher povables 4ik456,55% - : Al A56,5545
Takaful payables Al 58,578 - - 6l 158 3Th
I'mkaful coniract liabifitics 47. 768291 - E 1 e
Financial Habilitles
fjar p.l]].'ull]uﬂ. fi kD5 BEX BA0T A6 ' 15,301, 24K
Amimieity beld dnder retobafil eeities LR AR AN - - B4R
T2 R UE B.500T Fan . TS 2T
Mirrker pink

Market risk aris=s lrom NMoclustions in foreign exchange mtes, profi oiles ol squity prices. Fhe vilug
of rizk that may be accepled by the Group iz monitored on o regular basis by the Managing Brirector.



Dy b Eslamic Tnsurance & Reinsarance Co, {Aman ) (PSC)

Notes (o the consolidated financial statements (continued)
for the vear ended 31 December 2010

32 Hisk management {continued )
1B Financial risk (confinaed)
Foreign currency riak

Foreign currency risk is the risk thn the value of o financiul instrument will fluctuule due to changes in
forcign exchisnge ritles,

Management believes (hat there is minkmal rlsk of signiffcant lesses due o exchange rate Mugtustions
wnd consequently the Group does not hedge its Toreign currency exposure.

There dre no significant exchange rate risks as subsigntinlly sl fnancial sssets snd fnpncial liabilities
e denvminatad in UACE, Dirhams or Us Daollers to which the Dicham is fiscod

Profit rote risk

Profit mie risk is the risk that the vilue or future cash flows of a fnancial instrument will Nuctuate
because of changes in market rages. Floating rate mstruments expose the Group 1o cash Mow rigk,

The CGroup is exposed to profit mie risk on certain of its investments and bank balonces and cash, The
Croup Timits its risk by monitoring changes |n such rates.

Details of matunties of the major ¢lasses of profin generating financial instruments s al December 31 pre
s Todlows:

200 Laxy s it fhier Effertive
! peurs 5 yoars F jpwrry Titul rafil rare
AR AED AED AER
Assgls;
Iivesimenl deposils NETIHETH - - 1054870 1 5%
—— = ——  — |  —— 3 =
Lankrilighes:
[fara poyakles E.ﬂ.‘iﬂ.“ 1,701,472 - K507 360 T
Crisg Lov BEnd 14841, 520 - . 14,841,520 commiereial
prrafin rates
10,647 408 | e 1) I - 13,348,580
1 e _
ik
Asseis:
fivestment deposiis 15,995 BH - ; 15, Sk WL B T ™
—_— =3
Linhilities:
ljura payubles IR 8307 6 . [ B i
= — =

The impact of changes in profit rate risk is not expected to be significant fur the Group, 15 all finencial
gssels and Nioancal liebilitics bears Nixed profin enfes,

B
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Notes to the consofidated Nnancial statements (continued )
for the year ended 31 December 2010

32, Risk management (continued )

328 Finmncial risk (continoed)
Equity price risk

Equity price risk is the risk thut the fair values of equitics decrense as the resull of changes in the levels
of equity indices and the value of individual siocks. The equity price risk exposure arlses from the
Ciroup’s investment portfolio,

The following able shows the senshtivity of fair values w 10% inerease or decrease as ol 31 December
2014

HefMected in Income Reflected in other
statement vomprehensive income
Fovouralile Unfavourahle Favaurahble Unfavourahle
change change chumge change
AED AED AFED AED

i
Oiher NMnencial asseis

measured al fair valie 512707 {5,127.071) 1,615,020 (6,6 15020)
2o
Oither financial asseks

meastred at fir value F.437.191 (5437191 T.2E0,734 (7.280,734)

{dperotional risk

Operational risk is the risk of loss arising from systems fuilure, human error. froud or external cvents
When conteals il to perform, operational risks can cause domage 10 reputation, have legal or regulatory
implications, or lead to finncial loss. The Group cannot expect o eliminaie all opemtional risks. bl
through o contral frimework and By munitoring and responding 10 potential risks, the Croup is able 1o
manage the risks. Controls include effective segregation of duties. access, awthorization  and
recorcilintion procedures, stafl education and qssessment processes.

3. Fair value of financial instruments

Fair value is the amoumt for which an asset could be exchanged, or a lishility sefiled. between
knowledpeable willing parties in an arm's leagth tansaction.  As such, differences can arise betwien
book values and the fair value estimites, Underlying the definition of fair volue i the presumplion that
the Ciroup 1s 2 geing concern without any mtention or requirement 1o materially gurail the scale of iis
pperation or 10 undertake @ transaction on adverse terms
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Dubai Islumic Insurance & Keinsurance Co, {Aman) (PSC)

Notes 1o the consolidated financial statements (continued)
for the vear ended 31 December 2010

33. Fair value of financial instruments (continued )
Vaeludition technigues and qesumptions applied for the purposes of sreayuring faie vlie
Thee Fair values of financial assew and financial linhilities are determined as follows.

» The fafr volues of fnancinl assels amnd fnancial abilities with standard ferms and conditions and
teeded on getive liguid markets are determined with reference to guoted morket prices.

o The fair values of other Aranclal assels and fivanclal Habilithes {exeluding déerlvative instrumenis) are
determined in sccordance with generally accepted pricing models based on discounted cash How
pnailysts wsing prices from cbservable current marker transactions: and dealer quodes for similur
instruments,

The following 1able provides an analysis of financial mstruments that are measured subsequent W initial
recopnifion of fair value, prouped ino Levels [ oo 3 based on the degree 10 which the fEir valuz is
whservable.

Level 1 fair value measurements are those derved rom guoted prices (unmljosied ) in sélive markets for
identicnl azseis or linkilities.

Level 2 [air value meagsuremontys are those derived Trem inputs athier thany gueited prices Tncluded within
Level | that are observable [or the asset or Hability, either directly {ie. os pricesk or indirectly (e
derived from prices),

Level 3 @i value mieasurementz are these derived from valuntion techniques that include inputs for the
wsset or Hability that are not based on observable market data (unobservible inputs).

Level 1 Level 2 Level 3 Total
AED DY AED i AEL 0N AEDUiH
2
{hher financial asets FETOCY 19,621 - 36,530 b, 151
{hher flnanetal arsets FIETPL 51271 - - 51,271
50,892 - 5653 Li7 422
205 N
Chher Bnuaciad aesets VT 3871 - JTa16 TLEOT

Ohther finavcial grsets NPT 3371 . - 54,371

§9.242 . 17936 127178



Dubai Islamic Insurance & Remnsurance Co. (Amaun) (PSC)

Notes to the consolidated financial stitements (continued)
for the year ended 31 December 2010

13, Fair value of financial instroments (continued)

Recomeiliation of Level 3 fair valur measirément of other finmetol aasers meavared ot FITOCT

2010 2009

AT uen AED 060

AT Tanuary 57934 3T 726
Purchases - i
Charges in Gir value i 1. 406 5
At 31 Decembier In5M 317930

The investments classified under Level 3 colegory have begn fir-valued based on information ievaililhle
for each investment. Based on the informution avallabli the valustion has been carried on net pdset value
or valuution provided by the ponfolio rmanagers.,

M. Contingencies and commitments

Conirngent frabilies

Al reporting dote, the Group had contingent liebilities in fespect of bank and other guarantees ariging in
the ordimry cowrse of business from which it is anticipated that no. muterial labilitiea will anse.
apounting o AED 835294 (December 31, 2000 AED T79.951 ),

J'.cym" iy

The Group, in commaon with the mojority of insurers, is subject to litigaticen in the normal ¢ourse ol s
business, Based on independent legal advice, the management does not belicve that the auicome of these
Lourt cases will have a material impact on the Group's mcome or fimancial position.

{ ermi TR

The Grovp hoy g commitment for AED 13,03 million (2009: AED 133 million) oo accoumt of
investments. made in securities. The Group his 1o pay for investment securitics as and when onlls are
mile by the investee company, Commitmen) in respect of purchase of investimem securitien iy payable on
various dates by Fehruary 2011,

35, Approval of consolidated finuncial statements

The consaslidoted Dmancial sietements for the vear ended 31 December 2010 were approved by the Board of
Directors and authorized for issue on @ March 201 1



