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Sharjah Insurance Company P.S.C. 4 
Sharjah - United Arab Emirates  
 
Statement of Income 
For the Year Ended December 31, 2009 
(In Arab Emirates Dirhams)   
 
     Year ended  Year ended 
    December 31,   December 31, 
    Notes      2009       2008  
 
Insurance premium revenue  15 141,705,735 116,048,238 
Insurance premium ceded to re-insurers  15 (  59,814,975) (  50,655,009) 
 
Net insurance premium revenue  15   81,890,760   65,393,229 
 
Gross claims incurred  8 (  87,294,393) (  97,175,354) 
Insurance claims recovered from re-insurers  8   21,429,502   52,746,638 
 
Net claims incurred  8 (  65,864,891) (  44,428,716) 
 
Gross commission earned   20,723,587 17,375,316 
Less: commission incurred  (    9,936,537) (    7,414,890) 
 
Net commission earned    10,787,050     9,960,426 
 
Underwriting profit   26,812,919 30,924,939 
 
General and administrative expenses 
   relating to underwriting activities  (    7,669,218) (    7,375,629) 
 
Net underwriting profit   19,143,701 23,549,310 
 
Investment loss and other income 16  (  60,566,821) (  46,253,615) 
 
Finance costs    (    1,048,318) (    2,854,569) 
 
Unallocated general and administrative 
   expenses    (    3,147,741) (    2,661,839) 
 
Loss for the year 17  (  45,619,179) (  28,220,713) 
      ========= ========== 
 
Basic loss per share 18  (       0.33      ) (         0.21    ) 
       ========= ========== 
     
 
 
The accompanying notes form an integral part of these financial statements. 
 
 
 
 
 
 



Sharjah Insurance Company P.S.C. 5 
Sharjah - United Arab Emirates  
 
Statement of Comprehensive Income 
For the year ended December 31, 2009 
(In Arab Emirates Dirhams) 
 

 
    Year ended  Year ended 
   December 31, December 31, 
         2009        2008  
 
Loss for the year  (    45,619,179) (  28,220,713) 
 
Other comprehensive income/loss   
 
Net loss on revaluation of available-for-sale investments   (           33,837) (  56,426,990) 
 
Reclassification adjustment relating to available-for-sale 
   investment impaired during the year  24,435,858 656,944 
 
Transfer to profit or loss on sale of available-for-sale   
   investments  17,662,066 - 
 
Board of Directors� remuneration paid                       - (    1,800,000) 
 
Total comprehensive loss for the year  (      3,555,092) (  85,790,759) 
    ========== ========= 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The accompanying notes form an integral part of these financial statements. 
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Sharjah - United Arab Emirates   
 

Statement of Changes in Equity 
For the Year Ended December 31, 2009 
(In Arab Emirates Dirhams)             
 

  
  

Share 

 
   

 Statutory 

 
 

General  

  
Cumulative 
 change in 

(Accumulated 
losses)/ 

 retained 

 

     capital        reserve     reserve     fair value     earnings         Total  
          
Balance at December 31, 2007   100,000,000    36,311,034    50,000,000    66,623,390  145,777,041  398,711,465 
Loss for the year                   -                    -                    -                    - (   28,220,713) (    28,220,713) 
Other comprehensive income/loss for the year                   -                    -                    -  (  55,770,046) (     1,800,000)  (    57,570,046) 
       

Total comprehensive loss for the year                   -                    -                    -  ( 55,770,046)  (   30,020,713)  (    85,790,759) 

Dividends - - - - (   25,000,000) (    25,000,000) 
Issue of bonus shares   25,000,000                     -                    -                    - (   25,000,000)                      - 
   25,000,000                    -                    -                    - (   50,000,000) (    25,000,000) 
Balance at December 31, 2008  125,000,000    36,311,034    50,000,000    10,853,344    65,756,328   287,920,706 
Loss for the year                   -                    -                    -                    - (   45,619,179) (    45,619,179) 
Other comprehensive income/loss for the year                   -                    -                    -   42,064,087                    -     42,064,087 
       

Total comprehensive loss for the year                   -                    -                    -   42,064,087 (   45,619,179) (      3,555,092) 
Dividends     (   12,500,000) (    12,500,000) 
Issue of bonus shares   12,500,000                    -                    -                    - (   12,500,000)                     - 
   12,500,000                    -                    -                    - (   25,000,000) (    12,500,000) 
Balance at December 31, 2009 137,500,000 36,311,034 50,000,000 52,917,431 (     4,862,851) 271,865,614 
 ========= ========= ========= ========= ========= ========= 
 
The accompanying notes form an integral part of these financial statements. 



Sharjah Insurance Company P.S.C. 7 
Sharjah - United Arab Emirates  
 

Statement of Cash Flows 
For the Year Ended December 31, 2009 
(In Arab Emirates Dirhams) 

 

   Year ended   Year ended 
   December 31,  December 31, 
         2009        2008  
Cash flows from operating activities  
Loss for the year (   45,619,179) (   28,220,713) 
Adjustments for: 
 Depreciation of property and equipment 124,961 99,166 
 Gain on disposal of property and equipment - (           1,183) 
 Provision for employees� end of service indemnity 146,981 155,931 

Decrease/(increase) in re-insurance contract assets 18,322,573 (  14,157,419) 
(Decrease)/increase in insurance contract liabilities (   24,335,437) 19,633,155 

 Investment loss 18,278,590 16,842,259 
 Impairment loss on available-for-sale investment 42,308,231 29,438,060 
 Finance costs      1,048,318     2,854,569 
 

Operating cash flows before charges in  
   operating assets and liabilities 10,275,038 26,643,825 
Decrease/(increase) in insurance and other receivables 428,280 (    2,904,176) 
Increase/(decrease) in insurance and other payables      4,976,751 (    2,384,347) 
 

Cash generated from operations 15,680,069 21,355,302 
Employees� end of service indemnity paid (          55,799) (         93,406) 
Interest paid  (     1,048,318) (    2,854,569) 
 

Net cash from operating activities    14,575,952   18,407,327 
 

Cash flows from investing activities 
Purchase of property and equipment (        160,270) (       210,139) 
Proceeds from disposal of property and equipment - 3,528 
(Increase)/decrease in held for trading investments (     8,510,981) 18,555,304 
Purchase of available-for-sale investments (   27,241,288) (  39,575,283) 
Proceeds from disposal of available-for-sale investments 21,490,147 4,451,485 
Loss from investments held for trading (     3,962,444) (  38,706,220) 
Interest received 107,394 162,241 
Dividends received 4,432,329 6,528,626 
Investment property income      5,064,408     4,818,030 
 

Net cash used in investing activities (     8,780,705) (  43,972,428) 
 

Cash flows from financing activities 
(Decrease)/increase in bank overdrafts (   14,812,111) 16,023,236 
Board of directors� remuneration paid (        666,664) (       933,333) 
Dividends paid  (   12,622,159) (  25,762,570) 
 

Net cash used in financing activities (   28,100,934) (  10,672,667) 
 

Net decrease in cash and cash equivalents (   22,305,687) (  36,237,768) 
 

Cash and cash equivalents at the beginning of the year     26,466,131   62,703,899 
 

Cash and cash equivalents at the end of the year (Note 19) 4,160,444 26,466,131 
     ========== ========= 
The accompanying notes form an integral part of these financial statements. 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements 
For the Year Ended December 31, 2009 
 
 
1. General information 
 
 Sharjah Insurance Company P.S.C. - Sharjah (the "Company") is incorporated as a public 

shareholding company by an Emiri Decree issued by His Highness, The Ruler of Sharjah on 
March 8, 1970. The Company is subject to the regulations of U.A.E. Federal Law No. 6 of 
2007, concerning formation of Insurance Authority of U.A.E., and is registered in the 
Insurance Companies register of Insurance Authority of U.A.E., under registration No.12. 
The Company operates through its head office in Sharjah and has branches in Dubai and 
Ajman. The address of the Company�s registered office is P.O. Box 792, Sharjah, United 
Arab Emirates. 

 
 The principal activity of the Company is dealing in all types of insurance including life 

assurance. The Company mainly carry out general insurance business. 
 
 
2. Adoption of new and revised International Financial Reporting 

Standards (IFRSs) 
 

2.1 Standards affecting presentation and disclosure 
 
The following new and revised Standards have been adopted in the current year in these 
financial statements and have affected the presentation and disclosures in these financial 
statements. Details of other Standards and Interpretations adopted but that have had no 
effect on these financial statements are set out in section 2.2. 
  

• IAS 1 (as revised in 2007) 
Presentation of Financial 
Statements 

IAS 1 (2007) has introduced terminology changes 
(including revised titles for the financial statements) and 
changes in the format and content of the financial 
statements. 

• Amendments to IFRS 7 
Financial Instruments: 
Disclosures, Improving 
disclosures about 
Financial Instruments  

The amendments to IFRS 7 expand the disclosures 
required in respect of fair value measurements and 
liquidity risk.  

• IFRS 8 Operating 
Segments 

IRFS 8 is a disclosure Standard that requires re-
designation of the Company�s reportable segments based 
on the segments used by the Chief Operating Decision 
Maker to allocate resources and assess performance. 

 

2.2  Standards and Interpretations adopted with no effect on the financial 
statements 

The following new and revised Standards and Interpretations have also been adopted in 
these financial statements. Their adoption has not had any significant impact on the 
amounts reported in these financial statements but may affect the accounting for future 
transactions or arrangements. 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
2. Adoption of new and revised International Financial Reporting 

Standards (IFRSs) (continued) 
 
2.2  Standards and Interpretations adopted with no effect on the financial 
statements (continued) 
 

• Amendments to IFRS 2 Share-
Based Payment - Vesting 
Conditions and Cancellations  

The amendments clarify the definition of vesting 
conditions for the purposes of IFRS 2, introduce 
the concept of �non-vesting� conditions, and 
clarify the accounting treatment for cancellations. 

• IAS 23 (as revised in 2007) 
Borrowing Costs  

The principal change to the Standard was to 
eliminate the option to expense all borrowing 
costs when incurred.  

• Amendments to IAS 32 
Financial Instruments: 
Presentation and IAS 1 
Presentation of Financial 
Statements � Puttable Financial 
Instruments and Obligations 
Arising on Liquidation 

The revisions to IAS 32 amend the criteria for 
debt/equity classification by permitting certain 
puttable financial instruments and instruments (or 
components of instruments) that impose on an 
entity an obligation to deliver to another party a 
pro-rata share of the net assets of the entity only 
on liquidation, to be classified as equity, subject to 
specified criteria being met.  

• IFRIC 13 Customer Loyalty 
Programmes 

The Interpretation provides guidance on how 
entities should account for customer loyalty 
programmes by allocating revenue on sale to 
possible future award attached to the sale. 

• IFRIC 15 Agreement for the 
Construction of Real Estate 

The Interpretation addresses how entities should 
determine whether an agreement for the 
construction of real estate is within the scope of 
IAS 11 Construction Contracts or IAS 18 Revenue 
and when revenue from the construction of real 
estate should be recognised. 

• IFRIC 16 Hedges of a Net 
Investment in a Foreign 
Operation  

The Interpretation provides guidance on the 
detailed requirements for net investment hedging 
for certain hedge accounting designations.  

• Improvements to IFRSs (2008) Amendments to IFRS 5, IAS 1, IAS 16, IAS 19, 
IAS 20, IAS 23, IAS 27, IAS 28, IAS 29, IAS 31, 
IAS 36, IAS 38, IAS 39, IAS 40 and IAS 41 
resulting from May and October 2008 Annual 
Improvements to IFRSs majority of which are 
effective for annual periods beginning on or after 
January 1, 2009. 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 

 
2. Adoption of new and revised International Financial Reporting 

Standards (IFRSs) (continued) 
 
2.3  Standards and Interpretations in issue not yet effective and not early adopted 

At the date of authorisation of these financial statements, the following new and revised 
Standards and Interpretations were in issue but not effective and not early adopted: 
 
New Standards and amendments to Standards: 
 Effective for  

annual periods  
beginning on or after  

 -------------------------------------------------------- 
• IFRS 1 (revised) First Time Adoption of IFRS and IAS 27 

(revised) Consolidated and Separate Financial Statements 
� Amendment relating to Cost of an Investment in a 
Subsidiary, Jointly Controlled Entity or Associate 

July 1, 2009 

• IFRS 1 (revised) First Time Adoption of IFRS � 
Amendment on additional exemptions for First-time 
Adopters 

January 1, 2010 

• IFRS 2 (revised) Share-Based Payment � Amendment 
relating to Group cash-settled Share-based payments 

January 1, 2010 

• IFRS 3 (revised) Business Combinations � Comprehensive 
revision on applying the acquisition method and 
consequential amendments to IAS 27 (revised) 
Consolidated and Separate Financial Statements, IAS 28 
(revised) Investments in Associates and IAS 31 (revised) 
Interests in Joint Ventures 

July 1, 2009 

• IFRS 9 Financial Instruments: Classification and 
Measurement (intended as complete replacement for IAS 
39 and IFRS 7) 

January 1, 2013 

 

• IAS 24 Related Party Disclosures � Amendment on 
disclosure requirements for entities that are controlled, 
jointly controlled or significantly influenced by a 
Government 

January 1, 2011 

• IAS 32 (revised) Financial Instruments: Presentation � 
Amendments relating to classification of Rights Issue 

February 1, 2010 

• IAS 39 (revised) Financial Instruments: Recognition and 
Measurement � Amendments relating to Eligible Hedged 
Items (such as hedging Inflation risk and Hedging with 
options) 

July 1, 2009 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
2. Adoption of new and revised International Financial Reporting Standards 

(IFRSs) (continued) 
 
2.3  Standards and Interpretations in issue not yet effective and not early adopted 
(continued) 

New Standards and amendments to Standards: (continued) 
 

• Improvements to IFRSs (2009): 
Amendments to IFRS 2, IFRS 5, IFRS 8, IAS 1, IAS 7, IAS 
17, IAS 18, IAS 36, IAS 38 and IAS 39 resulting from April 
2009 Annual Improvements to IFRSs. 

Majority effective for 
annual periods beginning 
on or after January 1, 
2010 

 
New Interpretations and amendments to Interpretations: 
 Effective for  

annual periods  
beginning on or after  

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

• IFRIC 17: Distributions of Non-cash Assets to Owners July 1, 2009 

• IFRIC 18: Transfers of Assets from Customers  July 1, 2009 
 

• IFRIC 19: Extinguishing Financial Liabilities with Equity 
Instruments 

 

July 1, 2010 

• Amendment to IFRIC 14: IAS 19: The limit on a defined 
Benefit Asset, Minimum Funding Requirement and their 
interaction 

 
January 1, 2011 

• Amendment to IFRIC 9 (revised): Reassessment of Embedded 
Derivatives relating to assessment of embedded derivatives in 
case of reclassification of a financial asset out of the �FVTPL� 
category 

 

 

July 1, 2009 

• Amendment to IFRIC 16: Hedges of a Net Investment in a 
Foreign Operation 

 
July 1, 2009 

 
Management anticipates that the adoption of these Standards and Interpretations in future 
periods will have no material impact on the financial statements of the Company except for 
IFRS 9: Financial Instruments.  
 
Management is currently assessing IFRS 9 which may have an impact on the financial 
statements of the Company. 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies 
 

Statement of compliance 
 
The financial statements have been prepared in accordance with International Financial 
Reporting Standards (IFRS) and applicable requirements of U.A.E. Federal Law No. 6 of 
2007, concerning formation of Insurance Authority of U.A.E. 
 
Basis of preparation  
 
The financial statements have been prepared on the historical cost basis, except for the 
revaluation of financial instruments and investment property. The principal accounting 
policies adopted are set out below. 
 

 Insurance contracts 
  
 Definition 
 

The Company issues contracts that transfer insurance risk. Insurance contracts are those 
contracts that transfer significant insurance risk.  
 
Recognition and measurement 
 
Insurance contracts are classified into two main categories, depending on the duration of 
risk and whether or not the terms and conditions are fixed. 
 
Short-term insurance contracts 
 
These contracts are casualty, property and short-duration life insurance contracts. 
 
Casualty insurance contracts protect the Company�s customers against the risk of causing 
harm to third parties as a result of their legitimate activities. Damages covered include both 
contractual and non contractual events. 
 
Property insurance contracts mainly compensate the Company�s customers for damage 
suffered to their properties or for the value of property lost. Customers who undertake 
commercial activities on their premises could also receive compensation for the loss of 
earnings caused by the inability to use the insured properties in their business activities 
(business interruption cover). 
 
Short-duration life insurance contracts protect the Company�s customers from the 
consequences of events that would affect on the ability of the customer or customer�s 
dependents to maintain their current level of income. Guaranteed benefits paid on 
occurrence of the specified insurance event are either fixed or linked to the extent of the 
economic loss suffered by the policy holder. There are no maturity or surrender benefits. 
 
For all these insurance contracts, premiums are recognised as revenue (earned premiums) 
proportionally over the period of coverage. The portion of premium received on in-force 
contracts that relates to unexpired risks at the reporting date is reported as the unearned 
premium liability. 
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Sharjah - United Arab Emirates  
 
Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies (continued) 
 
 Insurance contracts (continued) 

 
Short-term insurance contracts (continued) 
 
Claims and loss adjustment expenses are charged to profit or loss as incurred based on the 
estimated liability for compensation owed to contract holders or third parties damaged by 
the contract holders. They include direct and indirect claims settlement costs and arise from 
events that have occurred up to the reporting date even if they have not yet been reported to 
the Company. The Company does not discount its liabilities for unpaid claims. Liabilities 
for unpaid claims are estimated using the input of assessments for individual cases reported 
to the Company and statistical analyses for the claims incurred but not reported, and to 
estimate the expected ultimate cost of more complex claims that may be affected by external 
factors (such as court decisions). 

 
Reinsurance contracts held 
 
Contracts entered into by the Company with reinsurers under which the Company is 
compensated for losses on one or more contracts issued by the Company and that meet the 
classification requirements for insurance contracts are classified as reinsurance contracts 
held. Contracts that do not meet these classification requirements are classified as 
financial assets. Insurance contracts entered into by the Company under which the 
contract holder is another insurer are included with insurance contracts. The benefits to 
which the Company is entitled under its reinsurance contracts held are recognised as 
reinsurance contract assets. These assets consist of short-term balances due from 
reinsurers, as well as longer term receivables that are dependent on the expected claims 
and benefits arising under the related reinsured insurance contracts. Amounts recoverable 
from or due to reinsurers are measured consistently with the amounts associated with the 
reinsured insurance contracts and in accordance with the terms of each reinsurance 
contract. Reinsurance liabilities are primarily premiums payable for reinsurance contracts 
and are recognised as an expense when due. The Company assesses its reinsurance 
contract assets for impairment on a regular basis. If there is objective evidence that the 
reinsurance contract asset is impaired, the Company reduces the carrying amount of the 
reinsurance contract assets to its recoverable amount and recognises that impairment loss 
in the profit or loss. The Company gathers the objective evidence that a reinsurance asset 
is impaired using the same process adopted for financial assets held at amortised cost. The 
impairment loss is also calculated following the same method used for these financial 
assets. 
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Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies (continued) 
 
 Insurance contracts (continued) 

 
Insurance contract liabilities 
 
Insurance contract liabilities towards outstanding claims are made for all claims intimated 
to the Company and still unpaid at the reporting date, in addition for claims incurred but 
not reported. The unearned premium considered in the insurance contract liabilities 
comprise the estimated proportion of the gross premiums written which relates to the 
periods of insurance subsequent to the reporting date and is estimated using the 1/8th 
method for all lines of business. The unearned premium calculated by the 1/8th method 
accounts for the estimated acquisition costs incurred by the Company to acquire policies 
and defers these over the life of the policy. 
 
The reinsurers� portion towards the above outstanding claims, claims incurred but not 
reported and unearned premium is classified as reinsurance contract assets in the financial 
statements. 

 
 Deferred policy acquisition costs 
 

Commissions and other acquisition costs that vary with and are related to securing new 
contracts and renewing existing contracts are amortised over the terms of the policies as 
premium is earned. 

 
Salvage and subrogation reimbursements 
 
Estimates of salvage and subrogation reimbursements are considered as an allowance in 
the measurement of the insurance liability for claims. 
 
Liability adequacy test 
 
At each reporting date, liability adequacy tests are performed to ensure the adequacy of 
the contract liabilities net of related deferred policy acquisition costs. Any deficiency is 
immediately charged to profit or loss initially by writing off the deferred policy 
acquisition costs and by subsequently establishing a provision for losses arising from 
liability adequacy tests. 
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Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies (continued) 
 
 Insurance contracts (continued) 

 
 Receivables and payables related to insurance contracts 
 

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

 
If there is objective evidence that the insurance receivable is impaired, the Company 
reduces the carrying amount of the insurance receivable accordingly and recognises that 
impairment loss in profit or loss.  
 
Revenue recognition 

 
Insurance contract income  
 
Revenue from insurance contracts is measured under revenue recognition criteria stated 
under insurance contracts in these financial statements. 
 
Interest income 
 
Interest income is accrued on a time basis, by reference to the principal outstanding and at 
the effective interest rate applicable, which is the rate that exactly discounts estimated 
future cash receipts through the expected life of the financial asset to the asset�s net 
carrying amount.  

 
Dividend income 
 
Dividend income from investments is recognised when the shareholders� right to receive 
payment have been established. 
 
Rental income 
 
Rental income from investment property which are leased under operating leases are 
recognised on a straight-line basis over the term of the relevant lease.  
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Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies (continued) 

 
General and administrative expenses 

  
 85% of general and administrative expenses for the year are allocated to insurance 

departments in proportion to each department�s share of written premiums. 
 
Foreign currencies 

 
The financial statements of the Company are presented in the currency of the primary 
economic environment in which the Company operates (its functional currency). For the 
purpose of the financial statements, the results and financial position of the Company are 
expressed in Arab Emirates Dirhams (�AED�), which is the functional currency of the 
Company and the presentation currency for the financial statements. 
 
In preparing the financial statements of the Company, transactions in currencies other than 
the Company�s functional currency (foreign currencies) are recorded at the rates of 
exchange prevailing at the dates of the transactions. At the end of each reporting period, 
monetary items denominated in foreign currencies are retranslated at the rates prevailing at 
that date. Non-monetary items carried at fair value that are denominated in foreign 
currencies are retranslated at the rates prevailing at the date when the fair value was 
determined. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are not retranslated. 
 
Exchange differences are recognised in profit or loss in the year in which they arise 
except for: 
 
� Exchange differences which relate to assets under construction for future productive 

use, which are included in the cost of those assets where they are regarded as an 
adjustment to interest costs on foreign currency borrowings; 

� Exchange differences on transactions entered into in order to hedge certain foreign 
currency risks; and 

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

 
Provision for employees� end of service indemnity 

 
 Provision for employees� end of service indemnity is made in accordance with the U.A.E. 

labour laws, and is based on current remuneration and cumulative years of service at the 
end of each reporting period. 
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Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 
 
3. Significant accounting policies (continued) 
 

Defined contribution plan 
 

U.A.E. national employees of the Company are members of the Government managed 
retirement pension and social security benefit scheme established pursuant to U.A.E. 
Federal Labour Law No. 7 of 1999. The Company is required to contribute 12.5% of 
"contribution calculation salary" to the retirement benefit scheme to fund the benefits. 
These employees are also required to contribute 5% of the "contribution calculation 
salary" to the scheme. The only obligation of the Company with respect to the retirement 
pension and social security scheme is to make the specified contributions. The 
contributions are charged to the profit or loss. 

 
Statutory reserve 
 
In accordance with U.A.E. Federal Commercial Companies Law Number 8 of 1984, as 
amended, the Company has established a statutory reserve by appropriation of 10% of profit 
for each year until the reserve equals 50% of the paid-up share capital. This reserve is not 
available for distribution except as stipulated by the Law. 
 

 General reserve  
  
 The general reserve is established through transfers from profit for the year as 

recommended by the board of directors and approved by the Shareholders at the Annual 
General Meeting. The reserve is distributable based on a recommendation by the board of 
directors approved by a Shareholders� resolution. 

 
Property and equipment 

 
 Property and equipment are carried at cost less accumulated depreciation and any 

accumulated impairment losses. Depreciation is charged so as to write off the cost of assets 
over their estimated useful lives, using the straight-line method. The estimated useful lives, 
residual values and depreciation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. 

 
The gain or loss arising on the disposal or retirement of an item of property and equipment 
is determined as the difference between the sales proceeds and the carrying amount of the 
asset and is recognised in profit or loss. 
 
Investment property 
 
Investment property, which is property held to earn rentals and/or for capital appreciation, is 
stated at its fair value at the reporting date. Gains or losses arising from changes in the fair 
value of investment property are included in profit or loss. 
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Notes to the Financial Statements (continued) 
For the Year Ended December 31, 2009 
 

 
3. Significant accounting policies (continued) 

 
Impairment of tangible assets 

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

 
Recoverable amount is the higher of fair value less costs to sell and value in use. In 
assessing value in use, the estimated future cash flows are discounted to their present 
value using a pre-tax discount rate that reflects current market assessments of the time 
value of money and the risks specific to the asset, for which the estimates of future cash 
flows have not been adjusted. 
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than 
its carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to 
its recoverable amount. An impairment loss is recognised immediately in profit or loss, 
unless the relevant asset is carried at a revalued amount, in which case the impairment 
loss is treated as a revaluation decrease. 

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

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

 
The amount recognised as a provision is the best estimate of the consideration required to 
settle the present obligation at the end of the reporting period, taking into account the 
risks and uncertainties surrounding the obligation. Where a provision is measured using 
the cash flows estimated to settle the present obligation, its carrying amount is the present 
value of those cash flows. 
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3. Significant accounting policies (continued) 
 

Financial assets 
 

All financial assets are recognised and derecognised on trade date where the purchase or 
sale of a financial asset is under a contract whose terms require delivery of the financial 
asset within the timeframe established by the market concerned, and are initially 
measured at fair value, plus transaction costs, except for those financial assets classified 
as at fair value through profit or loss, which are initially measured at fair value.  
 

Financial assets of the Company are classified into the following specified categories: 
cash and cash equivalents, financial assets �at fair value through profit or loss� (FVTPL), 
�available-for-sale� (AFS) financial assets and �loans and receivables�. The classification 
depends on the nature and purpose of the financial assets and is determined at the time of 
initial recognition. 

 

The effective interest method is a method of calculating the amortised cost of a financial 
asset and of allocating interest income over the relevant period. The effective interest rate 
is the rate that exactly discounts estimated future cash receipts through the expected life 
of the financial asset, or, where appropriate, a shorter period to the net carrying amount 
on initial recognition. 

 

Income is recognised on an effective interest basis for financial assets other than those 
financial assets classified as at FVTPL.  

 
Cash and cash equivalents 
 
Cash and cash equivalents comprise cash on hand and demand deposits and other short-
term highly liquid investments that are readily convertible to a known amount of cash and 
are subject to an insignificant risk of changes in value. 
 
Financial assets at FVTPL 
 
Financial assets are classified as at FVTPL when the financial asset is either held for 
trading or it is designated as at FVTPL. 

 
A financial asset is classified as held for trading if: 

 
o it has been acquired principally for the purpose of selling it in the near term; or 
o on initial recognition it is part of a portfolio of identified financial instruments that 

the Company manages together and has a recent actual pattern of short-term profit-
taking; or  

o it is a derivative that is not designated and effective as a hedging instrument.  
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3. Significant accounting policies (continued) 

 
Financial assets (continued) 

 
Financial assets at FVTPL (continued) 

 
A financial asset other than a financial asset held for trading may be designated as at 
FVTPL upon initial recognition if: 

 
o such designation eliminates or significantly reduces a measurement or recognition 

inconsistency that would otherwise arise; or  
o the financial asset forms part of a group of financial assets or financial liabilities or 

both, which is managed and its performance is evaluated on a fair value basis, in 
accordance with the Company's documented risk management or investment strategy, 
and information about the grouping is provided internally on that basis; or 

o it forms part of a contract containing one or more embedded derivatives, and IAS 39 
Financial Instruments: Recognition and Measurement permits the entire combined 
contract (asset or liability) to be designated as at FVTPL. 

 
The Company has classified financial assets at FVTPL as held for trading investments. 
Financial assets at FVTPL are stated at fair value, with any gains or losses arising on 
remeasurement recognised in profit or loss. The net gain or loss recognised in profit or 
loss incorporates any dividend or interest earned on the financial asset and is included in 
the �investment and other income/loss� line item in the statement of income. Fair value is 
determined in the manner described in note 25. 

 
AFS financial assets  

 
Listed shares held by the Company that are traded in an active market are classified as 
being AFS and are stated at fair value. The Company also has investments in unlisted 
shares that are not traded in an active market but are also classified as AFS financial 
assets and stated at fair value because Management considers that fair value can be 
reliably measured. Fair value is determined in the manner described in note 25. Gains and 
losses arising from changes in fair value are recognised in other comprehensive income 
and accumulated in the cumulative change in fair value with the exception of impairment 
losses, which are recognised in profit or loss. Where the investment is disposed of or is 
determined to be impaired, the cumulative gain or loss previously accumulated in the 
cumulative change in fair value is reclassified to profit or loss. 

 
Loans and receivables 
 
Insurance and other receivables that have fixed or determinable payments that are not 
quoted in an active market are classified as �loans and receivables�. Loans and receivables 
are initially measured at fair value, plus transaction costs and subsequently measured at 
amortised cost using the effective interest method, less any impairment. Interest income is 
recognised by applying the effective interest rate, except for short-term receivables when 
the recognition of interest would be immaterial. 
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Financial assets (continued) 
 
Reclassification of investments held for trading to available-for-sale investments 

 
During 2008, in line with the amendments to IAS 39, the Company has reclassified part 
of investments held for trading to available for-sale investments (see Note 7). 
 
Impairment of financial assets 
 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at 
the end of each reporting period. Financial assets are impaired where there is objective 
evidence that, as a result of one or more events that occurred after the initial recognition 
of the financial asset, the estimated future cash flows of the asset have been affected.  
 
For listed and unlisted equity investments classified as AFS, a significant or prolonged 
decline in the fair value of the security below its cost is considered to be objective 
evidence of impairment. 
 
For certain categories of financial asset, such as insurance receivables, assets that are 
assessed not to be impaired individually are, in addition, assessed for impairment on a 
collective basis. Objective evidence of impairment for a portfolio of receivables could 
include the Company�s past experience of collecting payments, an increase in the number 
of delayed payments in the portfolio past the average credit period of 90 days, as well as 
observable changes in national or local economic conditions that correlate with default on 
receivables. 
 
For financial assets carried at amortised cost, the amount of the impairment is the 
difference between the asset�s carrying amount and the present value of estimated future 
cash flows, discounted at the financial asset�s original effective interest rate.  
 
The carrying amount of the financial asset is reduced by the impairment loss directly for 
all financial assets with the exception of insurance receivables, where the carrying 
amount is reduced through the use of an allowance account. When a insurance receivable 
is considered uncollectible, it is written off against the allowance account. Subsequent 
recoveries of amounts previously written off are credited against the allowance account. 
Changes in the carrying amount of the allowance account are recognised in profit or loss. 
 
When an AFS financial asset is considered to be impaired, cumulative gains or losses 
previously recognised in other comprehensive income are reclassified to profit or loss in 
the period. 
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Impairment of financial assets (continued) 
 

With the exception of AFS equity instruments, if, in a subsequent period, the amount of 
the impairment loss decreases and the decrease can be related objectively to an event 
occurring after the impairment was recognised, the previously recognised impairment loss 
is reversed through profit or loss to the extent that the carrying amount of the financial 
asset at the date the impairment is reversed does not exceed what the amortised cost 
would have been had the impairment not been recognised.  

 
In respect of AFS equity securities, impairment losses previously recognised in profit or 
loss are not reversed through profit or loss. Any increase in fair value subsequent to an 
impairment loss is recognised in other comprehensive income. 

 
 Derecognition of financial assets 
 

The Company derecognises a financial asset only when the contractual rights to the cash 
flows from the asset expire; or it transfers the financial asset and substantially all the risks 
and rewards of ownership of the asset to another entity. If the Company neither transfers 
nor retains substantially all the risks and rewards of ownership and continues to control 
the transferred asset, the Company recognises its retained interest in the asset and an 
associated liability for amounts it may have to pay. 
 
Financial liabilities and equity instruments issued by the Company 
 
Classification as debt or equity 
 
Debt and equity instruments are classified as either financial liabilities or as equity in 
accordance with the substance of the contractual arrangement. 
 
Financial liabilities 
 
Financial liabilities are classified as either financial liabilities �at FVTPL� or �other 
financial liabilities�. 
 
Other financial liabilities 
 
Insurance and other payables are classified as �other financial liabilities� and are initially 
measured at fair value, net of transaction costs. Other financial liabilities are subsequently 
measured at amortised cost using the effective interest method, with interest expense 
recognised on an effective yield basis (except for short term payable).  
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Financial liabilities and equity instruments issued by the Company (continued) 
 
Financial liabilities (continued) 
 
The effective interest method is a method of calculating the amortised cost of a financial 
liability and of allocating interest expense over the relevant period. The effective interest 
rate is the rate that exactly discounts estimated future cash payments through the expected 
life of the financial liability, or, where appropriate, a shorter period to the net carrying 
amount on initial recognition. 
 
Derecognition of financial liabilities 
 
The Company derecognises financial liabilities when, and only when, the Company�s 
obligations are discharged, cancelled or they expire. 
 
Dividend distribution 
 
Dividend distribution to the Company�s shareholders is recognised as a liability in the 
Company�s financial statements in the period in which the dividends are approved by the 
Company�s shareholders. 
 

 
4. Critical accounting judgements and key sources of estimation 

uncertainty  
 
In the process of applying the Company�s accounting policies, which are described in 
Note 3, management has made judgements that have the most significant effect on the 
amounts recognised in the financial statements and applied certain assumptions, and other 
key sources of estimation uncertainty at the end of the reporting period, that have a 
significant risk of causing a material adjustment to the carrying amounts of assets and 
liabilities within the next financial year, as discussed below: 
 
Critical accounting judgements 
 
Classification of investments 
 
Management decides on acquisition of an investment whether it should be classified as 
FVTPL - held for trading or available-for-sale. 
 
The Company classifies investments as FVTPL - held for trading if they are acquired 
primarily for the purpose of making a short term profit by the dealers. Other investments 
are classified as available-for-sale. 
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uncertainty (continued) 
 
Critical accounting judgements (continued) 
 
Valuation of unquoted equity investments 
 
Valuation of unquoted equity investments is normally based on recent market transactions 
on an arm�s length basis, fair value of another instrument that is substantially the same, 
expected cash flows discounted at current rates for similar instruments or other valuation 
models. 
 
Impairment of available-for-sale equity investments 

 
The Company determines that available-for-sale equity investments are impaired when 
there has been a significant or prolonged decline in the fair value below its cost. This 
determination of what is significant or prolonged requires judgement. In making this 
judgement, the Company evaluates among other factors, the normal volatility in share 
price. In addition, impairment may be appropriate when there is evidence of deterioration 
in the financial health of the investee, industry and sector performance, changes in 
technology, and operational and financing cash flows. 
 
The management has considered an amount of AED 42,308,231 (2008: AED 29,438,060) 
as impairment loss on available-for-sale investments for the year, based on the analysis of 
impairment test performed on available-for-sale investments. 
 
Key sources of estimation uncertainty 
 
The ultimate liability arising from claims made under insurance contracts 
 
The estimation of ultimate liability arising from the claims made under insurance 
contracts is the Company�s most critical accounting estimate. There are sources of 
uncertainty that need to be considered in the estimate of the liability that the Company 
will eventually pay for such claims. Estimates have to be made both for the expected 
ultimate cost of claims reported at the balance sheet date and for the expected ultimate 
cost of claims incurred but not reported (�IBNR�) at the end of each reporting period. 
Liabilities for unpaid reported claims are estimated using the input of assessments for 
individual cases reported to the Company and management estimates based on past claims 
settlement trends for the claims incurred but not reported. At each reporting date, prior year 
claims estimates are reassessed for adequacy and changes are made to the provision. 
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uncertainty (continued) 
 
Key sources of estimation uncertainty (continued) 
 
Impairment of insurance receivables 
 
An estimate of the collectible amount of insurance receivables is made when collection of 
the full amount is no longer probable. This determination of whether the insurance 
receivables are impaired, entails the Company evaluating, the credit and liquidity position 
of the policy holders and the insurance companies, historical recovery rates including 
detailed investigations carried out during 2009 and feedback received from the legal 
department. The difference between the estimated collectible amount and the book 
amount is recognised as an expense in the profit or loss. Any difference between the 
amounts actually collected in the future periods and the amounts expected will be 
recognised in the profit or loss at the time of collection. 
 
Liability adequacy test 
 
At end of each reporting period, liability adequacy tests are performed to ensure the 
adequacy of insurance contract liabilities. The Company makes use of the best estimates 
of future contractual cash flows and claims handling and administration expenses, as well 
as investment income from the assets backing such liabilities in evaluating the adequacy 
of the liability. Any deficiency is immediately charged to the profit or loss. 
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 Decoration 

 and office 
improvements 

    Furniture  
         and  
  equipments  

 
 

        Total  
 AED AED          AED 
Cost    
At December 31, 2007 391,963 1,268,000 1,659,963 
Additions 10,000 200,139 210,139 
Disposal (                  138) (          138,122) (           138,260) 

At December 31, 2008         401,825       1,330,017       1,731,842 
Additions                9,750           150,520           160,270 
At December 31, 2009           411,575       1,480,537       1,892,112 
    
Accumulated depreciation    
At December 31, 2007 362,267 1,102,788 1,465,055 
Charge for the year 9,458 89,708 99,166 
Eliminated on disposals (                  137) (          135,778) (           135,915) 
At December 31, 2008          371,588        1,056,718       1,428,306 
Charge for the year              11,961           113,000           124,961 
At December 31, 2009           383,549       1,169,718        1,553,267 
Carrying amount     
At December 31, 2009 28,026 

========== 
310,819 

========== 
338,845 

========== 
At December 31, 2008 30,237 

========== 
273,299 

========== 
303,536 

========== 
    

At December 31, 2009, the cost of fully depreciated property and equipment that was still in 
use amounted to AED 1,041,108 (2008: AED 993,062). 
 
The useful life used in the calculation of depreciation for all the assets is 4 - 5 years. 
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6. Investment property 

 
       2009       2008  
  AED   AED 
 
 Fair value, at the end of the year  35,818,090 35,818,090 
    ======== ======== 
 
 The investment property represents the fair value of the properties located in U.A.E.  
 

The fair value of the Company�s investment property at December 31, 2009 has been 
arrived at on the basis of a valuation carried out at that date by independent valuers that are 
not related to the Company. The valuation was arrived at by reference to market evidence of 
transaction prices for similar properties.  
 
Investment property include properties mortgaged to Insurance Authority of U.A.E. 
amounting to AED 7.7 million (2008: AED 5 million) in accordance with the 
requirements of U.A.E. Federal Law No. 6 of 2007, concerning formation of Insurance 
Authority of U.A.E. 
 
The property rental income earned by the Company from its investment property, which are 
leased under operating leases on an annual basis and the direct operating expenses arising in 
the investment property are as follows: 

 
     Year ended December 31,  
       2009       2008  
  AED  AED 
 
   Rental income 5,352,741 5,013,073 
    Direct operating expenses (     288,333) (      195,043) 
 
   Income from investment property (Note 16) 5,064,408 4,818,030 

   ======== ======== 
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7. Investments  
  
 - Available-for-sale investments  
        2009        2008  
  AED  AED 
 
 Fair value, at the beginning of the year  228,081,927 129,402,515 
 Net movements  21,598,297 183,887,518 
 Impairment loss   (   17,872,373) (    28,781,116) 
 Decrease in fair value during the year  (          33,837) (    56,426,990) 
 

 Fair value, at the end of the year  231,774,014 228,081,927 
    ========= ========= 
 
   Within U.A.E 206,675,367 214,332,516 
   In other G.C.C. countries    25,098,647    13,749,411 
 

    231,774,014 228,081,927 
     ========= ========= 
 
 Reclassification of investments 
 

During the year 2008, the Board of Directors of the Company has reconsidered its 
investment strategy and accordingly the Company adopted the amendments to IAS 39 
which permits to reclassify, in particular circumstances, investments held for trading for 
which change in fair value is recognised in the statement of income to available-for-sale 
investments for which the change in the fair values is recognised under equity as cumulative 
change in fair value. Accordingly, management has transferred part of investments held for 
trading having a fair value of AED 147,320,658 to available-for-sale investments as detailed 
below: 

 
        2009        2008  
  AED  AED 
 
 Fair value as of January 1, 2009/October 1, 2008  83,679,647 147,320,658 
 Sold during the year/period  ( 18,330,141) - 
 Impairment loss recognised  ( 21,172,967) (     1,406,261) 
 Change in fair value     1,785,753 (   62,234,750) 
   

 Fair value of reclassified investments at the end of the year 45,962,292 83,679,647 
    ======== ========= 
 

As a result of the above reclassification, loss for the year has decreased by AED 1,785,753 
(2008: increased by AED 62,234,750). 




