Chief Executive Officer’s Report

Dear Shareholders, Business Associates And Fellow
Employees,

2008 was a year of solid progress in our insurance operation but of some
disappointment in our investment results where we were unable to avoid the effects
of the global credit crisis and local stock market falls.

Insurance Operations Report
Strong premium growth was reported across the company with GWPI increasing by
35% to AED 663M (AED 489M 2007).

During 2008, EIC has developed a growing agency relationship with the well
known Dubai based underwriting agency, Nasco. This connection made a positive
contribution to our GWPI in 2008 and together with the success of our own Dubai
branch means that approximately 1/3 of EIC's business is written outside the
Emirate of Abu Dhabi.

During the year, EIC opened a new branch in Sharjah to better service our growing
account from this emirate. We also expanded our geographical coverage within
Abu Dhabi by opening a new operation in Abu Dhabi’s growing industrial area,
Musaffah.

Whilst the majority of our business will probably always derive from Abu Dhabi |
believe the expansion of our network of offices throughout the country enables us to
recruit and serve customers more efficiently and better deliver our stated objective
of becoming a truly national business.

The UAE insurance market continued to be one of the most competitive in the world
during 2008. | am pleased to report however that our underwriting profit increased
by nearly 10.9% to AED 51M (AED 46M 2007).

The quality of the results (strong both in comparison to our historic performance as
well as that of our peers) is a testament to the dedication and professionalism of
our staff and the support we have received from our customers, brokers, advisors
and reinsurers.

| must also pay tribute to the guidance provided to the company by our chairman,
Mr Abdullah M. Mazrui and his fellow board members.

Underwriting Operations Report

Total premium income increased by 36%. Motor premium income grew by 43%,
Fire and General Accident by 8% and Marine and Aviation increased by 49% while
Life and Medical increased by 111%.
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Gross Premium Income: AED Million

2008 % Age Of 2007 % Age Of
Premium Total Premium Total
Income Income
Motor 178 27% 124 25%
Marine 82 12% 55 11%
Engineering 120 18% 98 20%
Life and Medical 110 17% 52 11%
Fire and General Accident 173 26% 160 33%
663 100% 489 100%

The highly competitive nature of the market continues to impact the company’s
gross underwriting margin which fell from 15% (2007) to 13% (2008). In addition,
the UAE experienced an above average incidence of fire losses during 2008 and
EIC was not entirely immune from this phenomenon. Our small medical portfolio
continues to under perform the rest of the business. We continue to take underwriting
steps to improve the quality of this portfolio and its ongoing results. Motor built on
last year’s upward trajectory and has recorded pleasing growth in premium volume
and profitability.

Standard And Poors

In July 2008 EIC became the first Abu Dhabi insurance company to be awarded
a fully interactive insurance company financial strength rating. Our rating was
designated BBB+ (outlook stable). The award of the S&P rating is a milestone in
the development of the company and it was a particularly pleasing achievement in
our 25th year of operation. The rating reflects our legacy of financial strength and
professional insurance management. The award reinforces EIC’s mission statement
of running our national company to an international standard

Investments

During 2008, the company embarked on a revision of its investment strategy. More
alternative investment products were considered during the year and the company
increased its fixed income portfolio. In early 2008 fixed income yields were very low
but they increased considerably towards the end of the financial year.

Our investment portfolio could not, however, be isolated from the negative investment
sentiment all over the world in the second half of the year. Consequently, the value
of our portfolio was AED 588 million lower at 31st December 2008 compared to
31st December 2007.

None of our large Private Equity investments matured during 2008 due to the
economic climate. In addition, a single $500 000 investment was impaired through
the income statement.
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During 2008 the Board adopted a policy whereby 50% of the net insurance liabilities
are covered by fixed income instruments. At the end of the financial year this ratio
stood at 107%.

The increase in cash or cash equivalents is directly as a result of the revised policy.

The company also experienced negative performance on the hedge funds compared
to the excellent growth in this asset class for 2007.

EIC expanded its real estate portfolio through the purchase of a property at Business
Bay in Dubai which will be occupied by the Dubai branch from July 2009.

The net effect of the above culminated into investment income of AED 72 million,
23% lower than the income generated during 2007.

Net Profit

EIC’s announces an overall net profit of AED 113M (AED136M 2007). The growth
in insurance profit is very pleasing following an underwriting year with a heavy
national loss experience and where, on the administrative cost side, necessary
changes to the company’s human resource cost base were implemented.

Composition of Net Profit:

2008 % 2007 %
Insurance 51 45% 46 34%
Investments 62 55% 90 66%
113 136

Shareholders Equity declined to AED 807 million from AED 1.408 Billion in 2007 due
to the economic crisis which had a major negative impact on the investment portfolio.

2009

It is likely that the global economy will endure more shocks and disappointments in
2009 and these events will, no doubt, have their effect on the insurance sector both
around the world and in the UAE. Despite this, EIC is ever more committed to the
service of its customers and of its shareholders here at home. We believe that, in this
year more than most, such a commitment is the best security of all.

Yours faithfully,

Jason Light Chief Executive Officer
22 FEBRUARY 2009
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2008

Emirates Insurance celebrates its 25th
Anniversary in grand style with an elegant
gala dinner.

The company crosses AED 600 million in

premium income for the first time.

Two new offices are opened in Sharjah
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Deloitte

Independent Auditor’s Report

To the Shareholders
Emirates Insurance Company P.S.C.
Abu Dhabi, UAE

Report On The Financial Statements

We have audited the financial statements of Emirates Insurance Company P.S.C.
(the “Company”), which comprise the balance sheet as at 31 December 2008, and
the income statement, statement of changes in equity and statement of cash flows
for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

Management’s Responsibility For The Financial Statements
Management of the Company is responsible for the preparation and fair presentation
of these financial statements in accordance with International Financial Reporting
Standards. This responsibility includes: designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error; selecting and
applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on
our audit. We conducted our audit in accordance with International Standards on
Auditing. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.
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Opinion

In our opinion, the financial statements present fairly, in all material respects the
financial position of the Company as of 31 December 2008, and of its financial
performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Report On Other Legal And Regulatory Requirements
Also, in our opinion, proper books of account are maintained by the Company, and
the information included in the Board of Directors’ report is in agreement with the
books of account. We have obtained all the information and explanations which
we considered necessary for the purpose of our audit. According to the information
available to us, there were no contraventions of the U.A.E. Federal Commercial
Companies Law No. (8) of 1984 (as amended), the U.A.E. Federal Law No. (9) of
1984 (as amended) concerning Insurance Companies and Agents or the Articles
of Association of the Company which might have a material effect on the financial
position of the Company or on the results of its operations for the year.
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Saba Y. Sindaha
Registration Number 410
22 February 2009




Shareholders Equity
1983: 69.5 million

2008: 807 million

CAGR: 10.31%




Balance Sheet
as at 31 December 2008

Income Statement
for the year ended 31 December 2008

AED AED AED AED
Notes 2008 2007 Notes 2008 2007
ASSETS
Non-current assets Gross premiums written 662,942,236 489,085,565
Property and equipment 5 19,174,650 3,029,192 Change in unearned premium deferred (81,655,355) (38,456,187)
Investment properties 6 4,544 913 4,866,265 . .
P 1,2 1 2
Available for sale investments 7 757 456,852 1,319,941,086 remium income earned 581,286,88 450,629,378
Statutory deposit 8 7,500,000 7,500,000 Re-insurance premiums ceded (444,417,883) (350,053,807)
Total non-current assets 788.676.415 1,335.336,543 Change in re-insurance portion of unearned premium deferred 53,547,514 15,770,948
Re-insurance premium ceded (390,870,369) (334,282,859)
Current assets
Re-insurance contract assets 10 532,849,244 443,898,415 Net insurance premium revenue 190,416,512 116,346,519
Insurance a.nd other receivables 11 159,248,968 141,949,155 Eioss dEle inauice (294,831,198) (300,855,446)
Term deposits ) 12 108,361,739 99,256,568 Re-insurance share of claims incurred 165,656,121 226,804,624
Investments held for trading 7 - 24,907,181
Prepayments 949,778 602,212 Net claims incurred (129,175,077) (74,050,822)
Bank and cash 45,489,775 48,938,895 Commission expenses (41,164,908) (26,875,809)
Total current assets 846,899,504 759,552,426 Commission income 68,458,125 57,273,721
Operating expenses 19 (37,972,470) (26,501,938)
Total assets 1,635,575,919 2,094,888,969
EQUITY AND LIABILITIES Net underwriting income 50,562,182 46,191,671
Cap|ta| and reserves Net investment income 20 72,1 18,307 94,132,144
Share capital 13 120,000,000 120,000,000 Other expenses (net) 21 (9,314,236) (4,569,465)
Legal reserve 14 60,000,000 60,000,000
General reserve 15 440.000.000 420 000.000 Net pl’OfIt for the year 22 113,366,253 135,754,350
Investment revaluation reserve 92,882,985 714,542,694 Earnings per ordinary share 23 0.94 1.13
Retained earnings 94,535,449 93,069,196
Total capital and reserves 807,418,434 1,407,611,890
Non-current liabilities
End of service benefits 17 7,106,665 5,896,184
Current liabilities
Insurance contract liabilities 10 688,245,817 554,052,203
Insurance and other payables 18 78,451,278 82,287,126
Re-insurance deposit retained 42,399,560 37,101,864
Accruals and deferred income 11,954,165 7,939,702
Total current liabilities 821,050,820 681,380,895
Total liabilities 828,157,485 687,277,079

Total equity and liabilities

A- Mg

1,635,575,919

2,094,888,969

Chairman of the Board Chief Executive Officer

Emirates Insurance Company



Statement of Changes in Equity

for the year ended 31 December 2008

Emirates Insurance Company

AED
Total

AED
Retained

AED

Investment
revaluation

AED
General

AED
Legal
reserve

AED
Share

earnings

reserve

capital

reserve

484,049,808

63,714,846 1,102,764,654

135,754,350
(60,000,000)

375,000,000

60,000,000

120,000,000

Balance at 1 January 2007

135,754,350
(60,000,000)
(45,270,396)
275,763,282

Net profit for the year

Dividends paid for the year 2007

(45,270,396)
275,763,282

Released on sale of available for sale investments

Increase in fair value of available for sale investments (note 7)

Transfer to general reserve
Directors’ remuneration

(1,400,000)

93,069,196 1,407,611,890

113,366,253

(45,000,000)
(90,000,000)

45,000,000

(1,400,000)

420,000,000 714,542,694

60,000,000

120,000,000

Balance at 1 January 2008

113,366,253
(90,000,000)
(44,220,623)
(577,439,086)

Net profit for the year

Dividends paid for the year 2008

(44,220,623)
(577,439,086)

Released on sale of available for sale investments

(20,000,000)

20,000,000

Decrease in fair value of available for sale investments (note 7)

Transfer to general reserve
Directors’ remuneration

(1,900,000)
807,418,434

(1,900,000)
94,535,449

92,882,985

440,000,000

60,000,000

120,000,000

Balance at 31 December 2008

Statement of Cash Flows
for the year ended 31 December 2008

Cash flows from operating activities

Net profit for the year

Adjustments for:
Net movement in re-insurance contract assets
Net movement in insurance contract liabilities
Impairment of available for sale investment
Net investment income
Depreciation of property and equipment
Gain on disposal of property and equipment
Provision for end of service benefits

Cash flows from operating activities before
movement in working capital
Increase in insurance and other receivables
(Increase)/ decrease in prepayments
(Decrease)/ increase in insurance and other payables
Increase in re-insurance deposit retained
Increase in accruals and deferred income

Cash from operating activities
End of service benefits paid

Net cash from operating activities

Cash flows from investing activities
Investment income excluding movement in fair value,

reinvested gains on sale of trading securities, bonus shares

received in lieu of dividend and depreciation on investment properties
Net purchase of investments excluding bonus shares received

in lieu of dividend and amounts re-invested in trading investments
Purchase of property and equipment
Proceeds from disposal of property and equipment
Movement in term deposits with a maturity of greater

than three months at the balance sheet date

Net cash (used in)/ from investing activities

Cash flows from financing activities
Dividends paid

Net (decrease)/ increase in cash and cash equivalents
Cash and cash equivalents at beginning of the year

Cash and cash equivalents at end of the year (note 24)

AED AED

2008 2007
113,366,253 135,754,350
(88,950,829) (186,880,881)
134,193,614 217,135,752
1,836,500 =
(73,954,807) (94,132,144)
1,290,795 1,156,854
(2,319) (4,357)
1,544,631 1,482,670
89,323,838 74,512,244
(18,185,722) (29,569,777)
(347,566) 352,482
(5,735,847) 11,764,107
5,297,696 8,965,692
3,607,488 2,076,667
73,959,887 68,101,415
(334,150) (325,367)
73,625,737 67,776,048
78,518,021 92,165,256

(39,053,773)

(24,066,203)

(17,437,297) (2,435,138)
3,363 6,058
(22,500,000) =
(469,686) 65,669,973
(90,000,000) (60,000,000)
(16,843,949) 73,446,021
148,195,463 74,749,442
131,351,514 148,195,463




Notes to the Financial Statements
for the year ended 31 December 2008 Cont.

1 General
Emirates Insurance Company P.S.C. is a public shareholding company which was incorporated in Abu Dhabi on 27 July
1982.

The Company is registered in accordance with U.A.E. Federal Law No. 9 of 1984, as amended, concerning Insurance Companies
and Agents, and is registered in the Insurance Companies Register under registration No.2.

The Company’s principal activity is the writing of general insurance and re-insurance business of all classes. The Company
operates through its head office in Abu Dhabi and branch offices in Dubai, Al Ain, Jebel Ali Freezone and Sharjah. The Company
is domiciled in the United Arab Emirates and its registered office address is P.O. Box 3856, Abu Dhabi, United Arab Emirates.

The Company’s ordinary shares are listed in the Abu Dhabi Securities Exchange.

2 Adoption of new and revised standards
Three interpretations issued by the International Financial Reporting Interpretations Committee (IFRIC) effective for the current
period are as follows:

e |IFRIC 11 IFRS 2: Group and Treasury Share Transactions

* |FRIC 12 Service Concession Arrangements

e |FRIC 14 IAS 19: The Limit on a Defined Benefit Asset, Minimum Funding Requirement and their interaction.
The adoption of these Interpretations has not led to any changes in the Company’s accounting policies.

At the date of authorisation of these financial statements, the following Standards and Interpretations were in issue but not yet
effective:

New Standards and Amendment to Standards:

IAS 1 (Revised) Presentation of Financial Statements
Effective for annual periods beginning on or after 1 January 2009

IAS 1 (Revised) Presentation of Financial Statements and IAS 32 (Revised) Financial Instruments: Presentation — Amendments
relating to puttable instruments and obligations arising on liquidation
Effective for annual periods beginning on or after 1 January 2009

IAS 23 (Revised) Borrowing Costs
Effective for annual periods beginning on or after 1 January 2009

IAS 39 (Revised) Financial Instruments: Recognition and Measurement - Amendments for eligible hedged Iltems
Effective for annual periods beginning on or after 1 July 2009

IFRS 1 (Revised) First time Adoption of IFRS and IAS 27 (Revised) Consolidated and Separate Financial Statements — Amendment
relating to cost of an investment on first time adoption
Effective for annual periods beginning on or after 1 January 2009

IFRS 2 (Revised) Share-based payment: Amendment relating to vesting conditions and cancellations
Effective for annual periods beginning on or after 1 January 2009

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

Effective for annual periods beginning on or after 1 July 2009

Emirates Insurance Company
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IFRS 8 Operating Segments
Effective for annual periods beginning on or after 1 January 2009

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 the May and October 2008 Annual Improvements to IFRSs
Effective for annual periods beginning on or after 1 January 2009

New Interpretations:

IFRIC 13 Customer Loyalty Programmes
Effective for annual periods beginning on or after July 1, 2008

IFRIC 15 Agreements for the Construction of Real Estate
Effective for annual periods beginning on or after January 1, 2009

IFRIC 16 Hedges of a Net Investment in a Foreign Operation
Effective for annual periods beginning on or after October 1, 2008

IFRIC 17 Distributions of Non-cash Assets to Owners
Effective for annual periods beginning on or after July 1, 2009

The Directors anticipate that the adoption of those Standards and Interpretations in future periods will have no
material impact on the financial statements of the Company in the period of initial application.

3 Summary of significant accounting policies

3.1 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.9 of 1984, as amended, concerning Insurance Companies
and Agents.

3.2 Basis of preparation
The financial statements have been prepared on the historical cost basis except for the measurement at fair value of
certain financial instruments. The principal accounting policies are set out below.

3.3 Insurance contracts
Definition

The Company issues contracts that transfer insurance risk. Insurance contracts are those contracts that transfer
significant insurance risk. As a general guideline, the Company defines significant insurance risk as the possibility of
having to pay benefits on the occurrence of an insured event that are at least 25% more than the benefits payable
if the insured event did not occur.

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.

These contracts are casualty and property 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. The typical
protection offered is designed for employers who become legally liable to pay compensation to injured employees
(employers liability) and for individual and business customers who become liable to pay compensation to a third
party for bodily harm or property damage (public liability).
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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).

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 balance sheet date is
reported as the unearned premium liability.

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.

Re-insurance 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 re-
insurance 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 re-insurance contracts held are recognised as re-insurance contract
assets. The Company assesses its re-insurance contract assets for impairment on a regular basis. If there is objective evidence
that the re-insurance contract asset is impaired, the Company reduces the carrying amount of the re-insurance contract assets
to its recoverable amount and recognises that impairment loss in the profit or loss.

Insurance contract liabilities

Insurance contract liabilities towards outstanding claims are made for all claims intimated to the Company and still unpaid at
the balance sheet 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 balance sheet date and is estimated using the time proportionate method. The unearned premium calculated
by the above method (after reducing the reinsurance share) complies with the minimum unearned premium amounts to be
maintained using the 25% and 40% method for marine and non-marine business respectively, as required by U.A.E. Federal
Law No. 9 of 1984, as amended, concerning Insurance Companies and Agents. The unearned premium calculated by the time
proportionate method accounts for the estimated acquisition costs incurred by the Company to acquire policies and defers these
over the life of the policy.

The re-insurers’ portion towards the above outstanding claims, claims incurred but not reported and unearned premium is
classified as re-insurance 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.

Emirates Insurance Company
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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 balance sheet 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.

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.

3.4 Property and equipment
Property and equipment are stated at historical cost less accumulated depreciation and impairment. Historical cost
includes expenditure that is directly attributable to the acquisition of the asset.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company and the cost
of the item can be measured reliably. All other repairs and maintenance expenses are charged to the statement of
income during the financial period in which they are incurred.

Depreciation is calculated so as to write off the cost of property and equipment less their estimated residual values,
on a straight line basis over their expected useful economic lives. The principal annual rates used for this purpose
are:

0,

%
Furniture, fixtures and office equipment 25
Motor vehicles 33.33
Computer equipment and accessories 25

The asset’s residual values and useful lives are reviewed, and adjusted if appropriate, at each balance sheet date.

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 income
statement.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

3.5 Capital work in progress
Capital work in progress is stated at cost. When commissioned, capital work in progress is transferred to the appropriate
property and equipment or investment property category and is depreciated in accordance with Company’s policy.




Notes to the Financial Statements
for the year ended 31 December 2008 Cont.

3.6 Investment properties
Investment properties which are properties held to earn rentals and or for capital appreciation, are stated at cost less accumulated
depreciation and any impairment losses.

Depreciation is calculated using the straight line method to reduce the cost of investment properties to their estimated residual
values over their expected useful life of 15 years.

3.7 Impairment of non-financial assets

At each balance sheet date, the Company reviews the carrying amounts of its 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.

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.

3.8 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
balance sheet date, 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.

3.9 Employee benefits
Accrual is made for the full amount of end of service benefits due to non-U.A.E. national employees in accordance with U.A.E.
Labour Law, for their period of service up to the balance sheet date.

Pension contributions are made in respect of U.A.E. national employees to the U.A.E. General Pension and Social Security
Authority in accordance with the U.A.E. Federal Law No (7), 1999 for Pension and Social Security. Such contributions are
charged to the statement of income during the employees’ period of service.

3.10 Financial assets

The Company has the following financial assets: ‘cash and cash equivalents’, ‘loans and receivables’ ‘available for sale’ (AFS)
financial assets and financial assets at fair value through profit or loss (FVTPL). The classification depends on the nature and
of the financial asset and is determined at the time of initial recognition.

Emirates Insurance Company
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Cash and cash equivalents

Cash and cash equivalents are comprised of bank and cash in current accounts or deposits which mature within
three months of placement.

Insurance receivables

Insurance receivables 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 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.

AFS financial assets

Investments are recognised and derecognised on a trade date basis where the purchase or sale of an investment
is under a contract whose terms require delivery of the investment within the timeframe established by the market
concerned, and are initially measured at fair value, plus directly attributable transaction costs.

AFS investments are measured at subsequent reporting dates at fair value unless the latter cannot be reliably
measured. Gains and losses arising from changes in fair value are recognised directly in equity, until the security is
disposed of or is determined to be impaired, at which time the cumulative gains or losses previously recognised in
equity are included in the net profit or loss for the period. Impairment losses recognised in profit or loss for equity
investments classified as available for sale are not subsequently reversed through profit or loss.

The fair value of AFS monetary assets denominated in a foreign currency is determined in that foreign currency and
translated at the spot rate at the balance sheet date. The change in fair value attributable to translation differences
that result from a change in amortised cost of the asset is recognised in profit or loss, and other changes are
recognised in equity.

Dividends on AFS equity instruments are recognised in profit or loss when the Company’s right to receive the
dividends is established.

Financial assets at FVTPL

Financial assets are classified as at FVTPL where the financial assets is either held for trading or designated as at
FVTPL.

A financial asset is classified as held for trading if:
* it has been acquired principally for the purpose of selling in the near future; or

e itis a part of an identified portfolio of financial instruments that the Company manages together and has a recent
actual pattern of short- term profit taking.

Financial assets at FVTPL are stated at fair value, with any resultant gain or loss recognised in profit or loss.
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Impairment of financial assets Insurance payables
Financial assets are assessed for indicators of impairment at each balance sheet date. Financial assets are impaired where there Insurance payables are initially measured at fair value, net of transaction costs and are subsequently measured at
is objective evidence that, as a result of one or more events that occurred after the initial recognition of the financial asset, the amortised cost using the effective interest method, with interest expense recognised on an effective yield basis.

estimated future cash flows of the investment have been impacted. The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating

For unquoted shares classified as AFS at cost, objective evidence of impairment could include: interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future

- sl et M ATTeul iy o e SUT aF SaufEpaT: o cash payments through the expected life of the financial liability, or, where appropriate, a shorter period.

« default or delinquency in interest or principal payments; or Derecognition of financial liabilities

« it becoming probable that the borrower will enter bankruptcy or financial reorganisation. The Company derecognises financial liabilities when, and only when, the Company’s obligations are discharged,

cancelled or they expire.
For certain categories of financial assets, such as trade insurance, assets that are assessed not to be impaired individually are

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, as well as observable changes in national or local economic conditions that correlate with default on in the period in which the dividends are approved by the Company’s shareholders.

receivables. 3.13 Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable in the normal course of business.

3.12 Dividend distribution
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial statements

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 original effective interest rate. Rental income
The carrying amount of the financial asset is reduced by the impairment loss directly for all financial assets with the exception Rental income from investment properties is recognised on a straight-line basis over the term of the relevant lease
of insurance receivables where the carrying amount is reduced through the use of an allowance account. When an insurance and is stated net of related depreciation and other expenses.

receivable is 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 Interest income

profit or loss. Interest income is accrued on a time proportion basis, by reference to the principal outstanding and the effective

interest rate applicable. For held to maturity securities which have variable rates of return, the minimum guaranteed
With the exception of AFS equity instruments, if, in a subsequent period, the amount of the impairment loss decreases and return is recognised in the income statement using the effective interest rate method. Returns in excess of the
the decrease can be related objectively to an event occurring after the impairment was recognised, the previously recognised minimum guaranteed retumn, if any, are recognised on maturity.

impairment loss is reversed through profit or loss to the extent that the carrying amount of the investment at the date the o .
impairment is reversed does not exceed what the amortised cost would have been had the impairment not been recognised. Dividend income

Derecognition of financial assets Dividend income is recognised when the Company’s right to receive the payment has been established.

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset expire; or it Commission income and expenses

transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another entity. If the Company Commission income is recognised when re-insurance is entered into and commission expenses are recognised when
neither transfers nor retains substantially all the risks and rewards of ownership and continues to control the transferred asset, the policies are issued based on the terms and percentages agreed with other insurance companies and/or brokers.
the Company recognises its retained interest in the asset and an associated liability for amounts it may have to pay. If the
Company retains substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues
to recognise the financial asset.

3.14 Foreign currencies
For the purpose of these financial statements, U.A.E Dirhams (AED) is the functional and the presentation currency

of the Company.

3.11 Financial liabilities and equity instruments o ) ) ) -
Transactions in currencies other than AED (foreign currencies) are recorded at the rates of exchange prevailing

Classification as debt or equity at the dates of the transactions. At each balance sheet date, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at the balance sheet 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
Equity instruments retranslated.

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the substance of the
contractual arrangement.

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of its liabilities. Exchange differences are recognised in income statement in the period in which they arise.
Equity instruments issued by the Company are recorded at the proceeds received, net of direct issue costs.
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3.15 Segment reporting
A business segment is a group of assets and operations engaged in providing products or services that are subject to risks and
returns that are different from those of other business segments.

A geographical segment is engaged in providing products or services within a particular economic environment that are subject
to risks and return that are different from those of segments operating in other economic environments.

4 Critical accounting judgements and key sources of estimation of uncertainty

While applying the accounting policies as stated in Note 3, management of the Company has made certain judgements, estimates
and assumptions that are not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates are recognised
in the period of the revision in which the estimate is revised if the revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future periods. The significant judgements and estimates made by
management, that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year are:

4.1 Classification of investments

Management designates at the time of acquisition of securities whether these should be classified as FVTPL or AFS. In judging
whether investments in securities are FVTPL or AFS, management has considered the detailed criteria for determination of
such classification as set out IAS 39 Financial Instruments: Recognition and Measurement. Management is satisfied that its
investments in securities are appropriately classified.

4.2 Valuation of unquoted equity investments

Valuation of unquoted AFS 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. In the absence of an active market for these investments or any recent transactions that
could provide evidence of the current fair value, these investments are carried at cost less recognised impairment losses, if any.
Management believes that the carrying values of these unquoted equity investments are not materially different from their fair
values. Unquoted AFS equity investments at 31 December 2008 are AED 292,775,791 (2007: AED 288,133,724).

4.3 Impairment of AFS investments

Management regularly reviews indicators of impairment for AFS investments and considers whether there has been a significant
or prolonged decline in their fair value below cost. This determination of what is significant or prolonged decline requires
judgement. In making this judgement and to decide if an impairment loss adjustment is necessary, the Management evaluates
among other factors, the normal volatility in share price, the financial health of the investee, industry and sector performance,
changes in technology and operational and financial cash flows and pay out dividend capability of the investee.

In assessing the volatility in the share price, the management also takes into consideration various aspects related to the market,
including but not limited to, volume of trading over the past period, whether the listed price is a reflection of a distressed value
driven by inactive or illiquid one way market, and the subsequent performance of the market after the balance sheet date.
Management also considers its intent and ability to hold the investment until its market price recovers. Impairment of AFS
investments at 31 December 2008 is AED 1,836,500 (2007: AED Nil).
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4.4 Impairment of amounts due from policy holders

An estimate of the collectible amount from policy holders is made when collection of the full amount is no longer
probable. This determination of whether the insurance receivables are impaired entails the management’s evaluation
of the specific credit and liquidity position of the policy holders and their historical recovery rates including detailed
investigations carried out during 2008 and feedback received from the legal department. Impairment of amounts due
from policy holders at 31 December 2008 is AED 2,700,000 (2007: AED 2,300,000).

4.5 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 balance sheet date. 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.

4.6 Liability adequacy test

At each balance sheet, 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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5 Property and Equipment AED AED AED AED AED 6 Investment properties AED AED AED AED

Furniture, fixtures Motor Computer equip Capital work Total Abu Dhabi Al Ain Musaffah Total

and office vehicles and accessories in progress building building building
equipment Cost
Cost
1 January 2007 25,407,554 6,955,406 - 32,362,960
1 January 2007 2,446,496 33,900 3,582,054 4,618,067 10,680,517 Additions - : 5,120,279 5,120,279
Additions 911,718 375,275 645,933 502,212 2,435,138
Transfer to investment properties - - - (5,120,279) (5,120,279) 1 Jgjuary 2008 29,407,554 6,955,406 5120273 37,483,233
Disposals (255,499) - (165,791) - (421,290) AEliEens - § 20,080 20,000
1 January 2008 3,102,715 409,175 4,062,196 ) 7 574,086 31 December 2008 25,407,554 6,955,406 5,140,279 37,503,239
Additions 586,881 - 526,479 16,323,937 17,437,297 Accumulated depreciation
Disposals U,225) - A - 155,697 1 January 2007 25406554 6,530,354 . 31,936,908
31 December 2008 3,674,367 409,175 4,534,267 16,323,937 24,941,746 Charge for the year - 424,052 256,014 680,066
Accumulated depreciation 1 January 2008 25,406,554 6,954,406 256,014 32,616,974
1 January 2007 1,346,127 33,900 2,427,602 - 3,807,629 Charge for the year - - 341,352 341,352
Charge for the year 619,994 53,634 483,226 - 1,156,854 31 December 2008 25,406,554 6,954,406 597,366 32,958,326
Disposals (253,798) - (165,791) - (419,589) .
Carrying amount

1 January 2008 1,712,323 87,534 2,745,037 - 4,544 894 31 December 2008 1,000 1,000 4,542,913 4,544,913
Charge for the year 602,644 125,079 563,072 - 1,290,795 31 December 2007 1000 1000 4 864 265 4 866.265
Disposals (14,533) - (54,060) - (68,593) : ’ — —
31 December 2008 2,300,434 212,613 3,254,049 5,767,096
Garrying amount Investment properties represent the cost of construction of the following properties:
31 December 2008 1,373,933 196,562 1,280,218 16,323,937 19,174,650 () Abu Dhabi Head Office building
31 December 2007 1,390,392 321 641 1,317,159 _ 3.029.192 The construction of this building was completed during 1987. The Company occupies five floors of the building for

its Head Office with the remaining fourteen floors available for letting to third parties. The fair value of this property is
estimated to be AED 54,150,000 (2007 — AED 54,150,000).

(b) Al' Ain building

Capital work in progress represents payments made towards the purchase of an office space in Dubai. The completion

@1 e @iiEs Epacs I5 Epecieel by carly 2009, The construction of this building was completed during 1992. The Company is utilising half of the second mezzanine

floor for housing its Al Ain Branch office with the remaining space available for letting to third parties. The fair value of
this property is estimated to be AED 9,500,000 (2007 — AED 9,500,000).

All property and equipment are located in the United Arab Emirates.

(c) Musaffah building

The construction of this building was completed during 2008. The company is utilising half of the warehouse area for
storage purposes with the remaining warehouse area available for letting to third parties. The front side of the building is
being proposed for the set up of a new branch.

Land for the construction of the Abu Dhabi Building and Al Ain Building has been allotted free of cost by the Executive
Council of Abu Dhabi, and land for construction of Musaffah building is on a long term lease from the Abu Dhabi
Municipality and Town Planning Department.

The fair value of the investment properties has been arrived at on the basis of valuations carried out by M/s Colliers
International, P.O. Box 47435, Abu Dhabi, United Arab Emirates, Chartered Surveyors that are not related to the
Company, on an open market value basis as at 6 February 2007. The valuations were arrived at by reference to market
evidence of transactions and prices of similar properties.
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6 Investment properties (Cont.)

The property rental income earned by the Company from its investment properties, part of which is leased out under

operating leases and the direct operating expenses arising on the investment properties are as follows:

AED AED
2008 2007
Rental income 4,459,502 4,183,023
Direct operating expenses (1,516,815) (1,331,445)
2,942,687 2,851,578
7 Investments in securities
Available for sale investments
Balance at 1 January 1,319,941,006 1,058,921,502
Additions during the year 67,220,165 93,236,589
Disposals during the year (71,586,360) (107,980,287)
(Decrease)/increase in fair value during the year (577,439,086) 275,763,282
Impairment loss (1,836,500) -
Transfer from investments held for trading 21,157,627 -
Balance at 31 December 757,456,852 1,319,941,086
The fair value of these investments comprised the following:
Investment in quoted U.A.E. securities 464,681,061 1,031,807,362
Investment in unquoted U.A.E. securities 34,881,677 46,531,601
Investment in investment funds 257,894,114 241,602,123
757,456,852 1,319,941,086
The geographical distribution of available for sale investments is as follows:
Within U.A.E. 499,562,738 1,078,338,963
Outside U.A.E. 257,894,114 241,602,123
757,456,852 1,319,941,086

The fair value of the quoted UAE equity securities is based on the latest quotations available locally. The fair value of
unquoted UAE securities have been arrived at based on the latest financial position of the investee companies.

The investments in unquoted UAE securities include investments amounting to AED 16,100,000 that are carried at cost,

which in the Directors’ opinion, represent the fair value at the balance sheet date.

Investment in other securities comprises of investment in unquoted overseas equity and debt securities. The fair value
of such investments have been arrived at based on reports on their market values and the financial position of the
investee companies from investment managers. Investments in other securities include investments amounting to AED
107,743,159 that are carried at cost, which in the Directors’ opinion represent the fair value at the balance sheet
date.
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Investments held for tradinig AED AED

2008 2007
Balance at 1 January 24,907,181 25,236,574
Additions during the year 1,015,926 3,489,350
Disposals during the year - (3,488,251)
Decrease in fair value (Note 20) (4,765,480) (330,492)

Transfer to available for sale investments (21,157,627) -

Fair value at 31 December - 24,907,181

During the year, the investments held for trading were reclassified to available for sale investments. The reclassification
was made in accordance with the recent amendments to IAS 39 with respect to reclassification of financial assets. The
fair value of the investments held for trading at the date of reclassification was AED 21,157,627 and at 31 December
2008 was AED 7,883,517.

8 Statutory deposit

In accordance with the requirements of Federal Law No.9 of 1984 (as amended), concerning Insurance companies and
Agencies, the Company maintains a bank deposit of AED 7,500,000 which cannot be utilised without the consent of
the U.A.E. Ministry of Economy.

9 Related parties

Related parties comprise the directors of the Company and those entities in which they have the ability to control or
exercise significant influence in financial and operational decisions. The Company maintains significant balances with
these related parties which arise from commercial transactions as follows:

At the balance sheet date, amounts due from/to related parties were as follows: AED AED

2008 2007
Due from policy holders 3,118,224 2,498,501
Due to policy holders 232,744 67,600

The Company does not have any past history of significant defaults of balances due from related parties and other
receivables since the majority of the counter-parties are parties owned by the shareholders. The provision for impairment
of balances due from related parties and other receivables at 31 December 2008 is AED Nil (2007: AED Nil).

Transactions

During the year, the Company entered into the following transactions with related parties: AED AED

2008 2007
Gross premiums written 7,537,345 6,018,424
Claims paid 4,092,604 1,548,183
Directors’ remuneration 1,900,000 1,400,000
Directors’ fees 500,000 =
Remuneration of key management personnel 13,941,818 8,308,203

The remuneration of Directors is accrued and paid as an appropriation out of the profits of the year. The remuneration
of directors is subject to approval by the Shareholders and as per limits set by the Commercial Companies Law No. 8 of
1984, as amended.

The remuneration of key management personnel is based on the remuneration agreed in their employment contract as
approved by the Board of Directors.
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11 Insurance and other receivables

AED AED
2008 2007

Receivables arising from insurance and re-insurance contracts:
Due from policy holders 64,911,434 68,531,927
Less: allowance for doubtful debts (2,700,000) (2,300,000)
62,211,434 66,231,927
Notes receivables- post dated cheques 2,418,305 2,304,873
Due from insurance companies 94,194,861 69,165,135
Other receivables 424,368 4,247,220
159,248,968 141,949,155

The average credit period on insurance contracts is 85 days. No interest is charged on insurance and other receivables.

The Company has fully provided for all insurance receivables from policy holders over 365 days because of historical
experience is such that receivables that are past due beyond 365 days are generally not recoverable. Included in the
Company'’s insurance and other receivable balances are receivables with a carrying amount of AED 6,870,473 (2007:
AED 8,098,177) which are past due at the reporting date for which the Company has not provided as there has not been
a significant change in the credit quality of the receivables and the amounts are still considered recoverable.

Before accepting any new customer, the Company assesses the potential customers’ credit quality and defines credit
limits by customer. In determining the recoverability of an insurance receivable, the Company considers any change in
the credit quality of the insurance receivables from the date credit was initially granted up to the reporting date.

Of the due from policy holders balance at the end of year AED 44.2 million (2007: AED 48 million) is due from the
Company'’s largest customer. There are 807 (2007: 579) other customers who represent more than 32% (2007: 29%)
of the total balance of due from policy holders.
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11 Insurance and other receivables (Cont.)

Ageing of insurance receivables

Not past due
Past due but not impaired
86 to 365 days

More than 1 year but less than 2 years

Past due and impaired
86 to 365 days

More than 1 year but less than 2 years
Total due from policy holders
Movement in the allowance of doubtful debts:
Balance at the beginning of the year
Impairment loss recognised during the year

Balance at the end of the year

12 Term deposits

AED AED

2008 2007
41,569,790 51,677,344
20,099,228 13,571,378
1,835,516 2,184,724
21,934,744 15,756,102
1,144,683 921,341
262,217 177,140
1,406,900 1,098,481
64,911,434 68,531,927
2,300,000 2,100,000
400,000 200,000
2,700,000 2,300,000

Term deposits are held locally in financial institutions. The original maturity ranges from one to three months. Interest is

receivable at annual rates ranging from 5.00% to 6.25%.

13 Share capital
Authorised:

120,000,000 shares of AED 1 each
Allotted, issued and fully paid:
120,000,000 shares of AED 1 each

120,000,000 120,000,000

120,000,000 120,000,000

At 31 December 2008, a total of 14,176,000 (2007 — 14,176,000) shares were held by Abu Dhabi Investment

Council and 105,824,000 (2007 — 105,824,000) shares by U.A.E. nationals.
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14 Legal reserve

In accordance with the U.A.E. Federal Law number (8) of 1984 (as amended) concerning Commercial Companies and
the Company’s Articles of Association, 10% of net profit is to be transferred to a non-distributable legal reserve until the
balance of the legal reserve equals 50% of the Company’s paid up share capital. This reserve is not available for dividend
distribution.

15 General reserve
Transfers to and from the general reserve are made at the discretion of the Board of Directors. This reserve may be used
for such purposes as they deem fit.

16 Proposed cash dividend and bonus shares issue

In respect of the current year, the Board of Directors propose a cash dividend of AED 0.75 per share (2007: AED
0.75) amounting to AED 90,000,000 (2007: AED 90,000,000). The dividends are subject to the approval of the
Shareholders at the Annual General Meeting.

17 End of service benefits

AED AED
2008 2007
Balance at the beginning of the year 5,896,184 4,738,881
Charge for the year 1,544 631 1,482,670
Paid during the year (334,150) (325,367)
Balance at the end of the year 7,106,665 5,896,184
18 Insurance and other payables
Payables arising from insurance and re-insurance contracts:
AED AED
2008 2007
Due to insurance companies 63,783,141 66,457,301
Other insurance payables 8,108,288 9,542,787
Provision for Directors’ remuneration (note 9) 1,900,000 1,400,000
Unclaimed dividend 4,659,849 4,887,038

78,451,278 82,287,126

The average credit period is 60 days. The Company has financial risk management policies in place to ensure that all
payables are paid within the credit time frame.

19 Operating expenses

Notes to the Financial Statements
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20 Net investment income

AED AED
2008 2007
Interest on bank deposits 3,940,078 4,430,734
Interest on sukuks 229,329 141,632
Net income from investment properties (note 6) 2,942,687 2,851,578
Dividends from available for sale investments 24,917,284 35,244,532
Income from available for sale investments 9,162,740 6,461,594
Gain on disposal of available for sale investments 37,528,169 45,017,714
Gain on disposal of investments held for trading - 314,852
Unrealised loss on investments held for trading (note 7) (4,765,480) (330,492)
Impairment loss on available for sale investment (note 7) (1,836,500) -
72,118,307 94,132,144
21 Other expenses (net)
AED AED
2008 2007
Exchange loss 1,991,865 770,545
Staff costs 5,200,000 4,000,000
Emiratisation scheme costs 1,242,949 -
Others 879,422 (201,080)
9,314,236 4,569,465
22 Net profit for the year
Net profit for the year has been arrived at after charging the following staff related expenses:
AED AED
2008 2007
Staff salaries and benefits (included in operating expenses) 29,949,895 20,084,653
Staff bonus (included in other expenses) 5,200,000 4,000,000
35,149,895 24,084,653
23 Earnings per ordinary share
Profit for the year 113,366,253 135,754,350
Weighted number of shares in issue throughout the year 120,000,000 120,000,000
Basic earnings per share 0.94 1.13

AED AED

2008 2007

Staff costs 29,949,895 20,084,653
Depreciation on property and equipment 1,290,795 1,156,854
Rental expenses 1,289,254 1,230,436
Others 5,442,526 4,029,995
37,972,470 26,501,938

Emirates Insurance Company

As of 31 December 2008, the Company has not issued any instruments which would have an impact on earnings per
share when exercised.
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24 Cash and cash equivalents 25 Insurance risk (Cont.)

AED AED Claims development process
2008 2007
5 4 5 The following schedules reflect the actual claims (based on year end estimates including IBNR) compared to the previous
Brlamees rnele. U'A_'E SES 42,425,657 30,921,718 estimates for the last five years on an accident year basis for motor and an underwriting year basis for non motor:
Balances held at foreign banks abroad 3,064,118 18,017,177
Motor Gross
45,489,775 48,938,895
. AED AED AED AED AED AED
ST CEfposhis 108,281,738 B8 255,508 Accident year 2004 2005 2006 2007 2008 Total
153,851,514 148,195,463 and earlier
S -~ At the end of the
Less: term deposits with original maturities greater than three months (22,500,000) - accident year 18,703,034 7,176,629 13,659,797 15,200,379 25528310
131,351,514 148,195,463 One year later 23,750,630 18,045,000 21,704,497 22,148,152 -
Two years later 18,416,951 20,086,223 23,713,235 - -
Three years later 17,838,384 20,474,809 - - -
25 Insurance risks Four years later 19,445,156 - - - -
The risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of the amount Current estimate of
of the resulting claim. By the nature of an insurance contract, this risk is random and therefore unpredictable. cumulative claims 19,445,156 20,474,809 23,713,235 22,148,152 25,528,310 111,309,662
. . I . - S o . Cumulative
For a portfolio of insurance contracts where the theory of probability is applied to pricing and provisioning, the principal risk
oL s racks w e i e e L payments to date  (17,148,701) (19,974,494) (21,533,175) (15,850,424) - (74,506,794)
that the Company faces under its insurance contracts is that the actual claims and benefit payments exceed the estimated
amount of the insurance liabilities. This could occur because the frequency or severity of claims and benefits are greater o
. . . Liability
than estimated. Insurance events are random and the actual number and amount of claims and benefits will vary from year o
to year from the estimate established using statistical techniques (o=l
i . e balance sheet 2,296,455 500,315 2,180,060 6,297,728 25,528,310 36,302,368
Experience shows that the larger the portfolio of similar insurance contracts, the smaller the relative variability about the
expected outcome will be. In addition, a more diversified portfolio is less likely to be affected across the board by a change in Non-Motor - Gross:
any subset of the portfolio. The Company has developed its insurance underwriting strategy to diversify the type of insurance Underwriting yeat
risks accepted and within each of these categories to achieve a sufficiently large population of risks to reduce the variability
of the expected outcome. At the end of the
. . ” . . . underwriting year 156,217,941 32,397,456 62,170,989 133,095,590 157,710,005
The Company manages risks through its underwriting strategy, adequate reinsurance arrangements and proactive claims
. " . . AP One year later 145,163,476 41,672,326 114,948,186 147,158,992 -
handling. The underwriting strategy attempts to ensure that the underwritten risks are well diversified in terms of type and
o e ) . . ) o Two years later 134,400,077 57,031,037 74,662,340 - -
amount of risk, industry and geography. Underwriting limits are in place to enforce appropriate risk selection criteria.
Three years later 144,458,027 47,433,180 - - -
Four years later 143,540,351 - - - -
Current estimate of
cumulative claims 143,540,351 47,433,180 74,662,340 147,158,992 157,710,005 570,504,890
Cumulative
payments to date  (101,831,280) (33,530,399) (35,352,243) (43,179,056) - (213,892,978)
Liability
recognised in the
balance sheet 41,709,071 13,902,781 39,310,097 103,979,936 157,710,005 356,611,890

Emirates Insurance Company
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25 Insurance risk (Cont.)
Frequency and severity of claims

The Company has the right not to renew individual policies, re-price the risk, it can impose deductibles and it has the right
to reject the payment of a fraudulent claim. Insurance contracts also entitle the Company to pursue third parties for payment
of some or all costs (for example, subrogation).

Property insurance contracts are underwritten by reference to the commercial replacement value of the properties and
contents insured, and claim payment limits are always included to cap the amount payable on occurrence of the insured
event. Cost of rebuilding properties, of replacement or indemnity for contents and time taken to restart operations for
business interruption are the key factors that influence the level of claims under these policies. Property insurance contracts
are subdivided into four risk categories: fire, business interruption, weather damage and theft. The insurance risk arising
from these contracts is not concentrated in any of the territories in which the Company operates, and there is a balance
between commercial and personal properties in the overall portfolio of insured buildings.

The reinsurance arrangements include excess and catastrophe coverage. The effect of such reinsurance arrangements
is that the Company should not suffer net insurance losses of a set limit of AED 750,000 for marine, AED 250,000 for
motor and AED 1,000,000 for others in any one policy. The Company has survey units dealing with the mitigation of risks
surrounding claims. This unit investigates and recommends ways to improve risk claims. The risks are reviewed individually
at least once in 3 years and adjusted to reflect the latest information on the underlying facts, current law, jurisdiction,
contractual terms and conditions, and other factors. The Company actively manages and pursues early settlements of claims
to reduce its exposure to unpredictable developments.

Sources of uncertainty in the estimation of future claim payments

Claims on insurance contracts are payable on a claims-occurrence basis. The Company is liable for all insured events that
occurred during the term of the contract, even if the loss is discovered after the end of the contract term. As a result, liability
claims are settled over a long period of time and element of the claims provision includes incurred but not reported claims
(IBNR). The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation of the cost of
settling claims already notified to the Company, where information about the claim event is available. IBNR claims may
not be apparent to the insured until many years after the event that gave rise to the claims. For some insurance contracts,
the IBNR proportion of the total liability is high and will typically display greater variations between initial estimates and
final outcomes because of the greater degree of difficulty of estimating these liabilities. In estimating the liability for the cost
of reported claims not yet paid, the Company considers information available from loss adjusters and information on the
cost of settling claims with similar characteristics in previous periods. Large claims are assessed on a case-by-case basis
or projected separately in order to allow for the possible distortive effect of their development and incidence on the rest of
the portfolio.

The estimated cost of claims includes direct expenses to be incurred in settling claims, net of the expected subrogation
value and other recoveries. The Company takes all reasonable steps to ensure that it has appropriate information regarding
its claims exposures. However, given the uncertainty in establishing claims provisions, it is likely that the final outcome will
prove to be different from the original liability established.

The amount of insurance claims is particularly sensitive to the level of court awards and to the development of legal
precedent on matters of contract and tort. Insurance contracts are also subject to the emergence of new types of latent
claims, but no allowance is included for this at the balance sheet date.

Where possible, the Company adopts multiple techniques to estimate the required level of provisions. This provides a greater
understanding of the trends inherent in the experience being projected. The projections given by the various methodologies
also assist in estimating the range of possible outcomes. The most appropriate estimation technique is selected taking into
account the characteristics of the business class and the extent of the development of each accident year.

Emirates Insurance Company

Notes to the Financial Statements
for the year ended 31 December 2008 Cont.

25 Insurance risk (Cont.)

In calculating the estimated cost of unpaid claims (both reported and not), the Company’s estimation techniques are a
combination of loss-ratio-based estimates and an estimate based upon actual claims experience using predetermined
formulae where greater weight is given to actual claims experience as time passes. The initial loss-ratio estimate is an
important assumption in the estimation technique and is based on previous years’ experience, adjusted for factors such as
premium rate changes, anticipated market experience and historical claims inflation.

The initial estimate of the loss ratios used for the current year before and after reinsurance are analysed below by type of
risk where the insured operates for current and prior year premiums earned.

Year ended 31 December 2008 Year ended 31 December 2007

Type of risk Gross Loss Ratio Net Loss Ratio Gross Loss Ratio Net Loss Ratio
Motor 58% 70% 52% 70%
Non-Motor 48% 66% 72% 55%

Process used to decide on assumptions

The risks associated with the insurance contracts are complex and subject to a number of variables that complicate
quantitative sensitivity analysis. Internal data is derived mostly from the Company’s quarterly claims reports and screening
of the actual insurance contracts carried out at the balance sheet date to derive data for the contracts held. The Company
has reviewed the individual contracts and in particular the industries in which the insured companies operate and the actual
exposure years of claims. This information is used to develop scenarios related to the latency of claims that are used for the
projections of the ultimate number of claims.

The choice of selected results for each accident year of each class of business depends on an assessment of the technique
that has been most appropriate to observed historical developments. In certain instances, this has meant that different
techniques or combinations of techniques have been selected for individual accident years or group’s of accident years
within the same class of business.

Concentration of insurance risk

The Company’s underwriting business is based entirely within the U.A.E. and other GCC countries, except for some treaty
reinsurance arrangements with companies based in Europe and Asia.

In common with other insurance companies, in order to minimise financial exposure arising from large insurance claims,
the Company, in the normal course of business, enters into arrangement with other parties for reinsurance purposes.

To minimise its exposure to significant losses from reinsurer insolvencies, the Company evaluates the financial condition
of its reinsurers and monitors concentrations of credit risk arising from similar geographic regions, activities or economic
characteristics of the reinsurers. Reinsurance ceded contracts do not relieve the Company from its obligations to policyholders.
The Company remains liable to its policyholders for the portion reinsured to the extent that any reinsurer does not meet the
obligations assumed under the reinsurance agreements.
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25 Insurance risk (Cont.)
Concentration of insurance risk (continued)

The concentration of insurance risk before and after reinsurance by territory in relation to the type of insurance risk accepted
is summarised below:

AED AED
Year ended 31 December 2008 Year ended 31 December 2007
Type of risk Gross Net Gross Net
Motor

U.A.E. 2,369,690,713 979,429,018 1,772,248,072 938,454,026
GCC countries - - - -
Others - - - -
2,369,690,713 979,429,018 1,772,248,072 938,454,026

Non-Motor
U.A.E. 123,850,331,812 14,711,048,435 93,559,939,961 10,448,056,897
GCC countries 6,071,563,873 726,820,765 7,633,614,175 705,510,022
Others 5,177,817,678 381,823,959 2,178,715,966 173,553,715
135,099,713,363 15,819,693,159 103,372,270,102 11,327,120,634
Grand Total 137,469,404,076 16,799,122,177 105,144,518,174 12,265,574,660

Sensitivity of underwriting profit and losses

The contribution by the insurance operations in the profit of the Company amounts to AED 50,562,183 for the year
ended 31 December 2008 (2007: AED 46,191,671). The Company does not foresee any major impact from insurance
operations due to the following reasons:

The Company has an overall risk retention level of 33% and the same is mainly contributed by one class of business i.e.,
Motor line wherein the retention level is 69%. However, in this class the liabilities are adequately covered by excess of loss
reinsurance programs to guard against major financial impact.

The Company has net commission earnings of around 54 % of the net underwriting profit predominantly from the reinsurance
placement which remains as a comfortable source of income.

Because of low risk retention in 73% volume of business and limited exposure in high retention areas like motor the
Company is comfortable to maintain a net loss ratio in the region of 65% - 70% and does not foresee any serious financial
impact in the insurance net profit.

26 Financial instruments

The Company is exposed to a range of financial risks through its financial assets, financial liabilities, re-insurance assets and
insurance liabilities. In particular, the key financial risk is that in the long-term its investment proceeds are not sufficient to
fund the obligations arising from its insurance and investment contracts. The most important components of this financial
risk are interest rate risk, equity price risk, foreign currency risk and credit risk.

These risks arise from open positions in interest rate, currency and equity products, all of which are exposed to general and
specific market movements. The risks that the Company primarily faces due to the nature of its investments and liabilities
are interest rate risk and equity price risk.
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26.1 Capital risk management
The Company’s objectives when managing capital are:

* to comply with the insurance capital requirements required by U.A.E. Federal Law No. 9 of 1984, as amended,
concerning Insurance Companies and Agents. The Company manages its capital on a basis of 150% of its minimum
regulatory capital position presented in the table below. Management considers the quantitative threshold of 50% -
75% sufficient to maximise shareholders’ return and to support the capital required;

» to safeguard the Company’s ability to continue as a going concern so that it can continue to provide returns for
shareholders and benefits for other stakeholders; and

» to provide an adequate return to shareholders by pricing insurance contracts commensurately with the level of risk.

In U.A.E., the local insurance regulator specifies the minimum amount and type of capital that must be held by the
Company in addition to its insurance liabilities. The minimum required capital (presented in the table below) must be
maintained at all times throughout the year. The Company is subject to local insurance solvency regulations with which
it has complied with during the year. The Company has incorporated in its policies and procedures the necessary tests
to ensure continuous and full compliance with such regulations.

The table below summarises the minimum regulatory capital of the Company and the total capital held.

AED AED
2008 2007
Total Shareholders’ Equity 807,418,434 1,407,611,890
Minimum regulatory capital 50,000,000 50,000,000

26.2 Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised, in respect of each class of financial asset,
financial liability and equity instrument are disclosed in note 3 to the financial statements.

26.3 Categories of financial instruments
Financial assets

Statutory deposit 7,500,000 7,500,000
Investments held for trading - 24,907,181
Available for sale financial assets 757,456,852 1,319,941,086
Re-insurance contract assets 532,849,244 443,898,415
Insurance and other receivables 159,248,968 141,949,155
Term deposits 108,361,739 99,256,568
Bank and cash 45,489,775 48,938,895

Total

Financial liabilities

1,610,906,578

2,086,391,300

Insurance contract liabilities 688,245,817 554,052,203
Insurance and other payables 78,451,278 82,287,126
Re-insurance deposits retained 42,399,560 37,101,864
Total 809,096,655 673,441,193
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26.4 Market price risk management

Market price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices,
whether those changes are caused by factors specific to the individual security, or its issuer, or factors affecting all securities
traded in the market. The Company is exposed to market risk with respect to its investments in quoted securities held by it
directly or through investment managers. The Company limits market risk by actively monitoring the key factors that affect
stock and the market movements, including analysis of the operational and financial performance of the investees.

Equity price risk sensitivity analysis

At the balance sheet date if the equity prices are 10% higher/lower as per the assumptions mentioned below and all the
other variables were held constant the Company’s:

* net profit would have increased/decreased by AED Nil (2007: increase/decrease by AED 2,490,718).
* Cumulative changes in fair values reserves would increase/decrease by AED 46,468,106 (2007: increase/decrease by
AED 103,180,736) for the Company as a result of the changes in fair value of quoted shares.

26.5 Foreign currency risk management

A significant portion of investments in securities amounting to AED 194,054,869 (2007: AED 226,911,736) are held in
US Dollars, which is pegged to the U.A.E. Dirhams, and consequently the Company has a minimal risk of significant losses
due to exchange rate fluctuations.

Apart for this, the Company also has significant investments denominated in Euros amounting to AED 53,382,619 (2007:
AED 55,404,003).

Based on the sensitivity analysis to a 20% increase/decrease in the AED against Euros (assumed outstanding for the whole
year), there is AED 10,676,524 (2007: AED 11,080,800) net revaluation gain/loss on the Euro outstanding balances.

Management believes that the possible loss due to exchange rate fluctuation is minimal and consequently this risk is not
hedged.

26.6 Credit risk management
Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss to the
Company.

Key areas where the Company is exposed to credit risk are:

* re-insurers’ share of insurance liabilities;

e amounts due from reinsurers in respect of claims already paid;
e amounts due from insurance contract holders; and

e amounts due from insurance intermediaries;

The Company has adopted a policy of dealing with creditworthy counterparties as a means of mitigating the risk of financial
loss from defaults. The Company’s exposure and the credit ratings of its counterparties are continuously monitored and
the aggregate value of transactions concluded is spread amongst approved counterparties. Credit exposure is controlled by
counterparty limits that are reviewed and approved by the management annually.

Re-insurance is used to manage insurance risk. This does not, however, discharge the Company’s liability as primary
insurer. If a re-insurer fails to pay a claim for any reason, the Company remains liable for the payment to the policy holder.
The creditworthiness of re-insurers is considered on an annual basis by reviewing their financial strength prior to finalisation
of any contract.

The Company maintains records of the payment history for significant contract holders with whom it conducts regular

Emirates Insurance Company

Notes to the Financial Statements
for the year ended 31 December 2008 Cont.

26.6 Credit risk management (Cont.)

business. The exposure to individual counterparties is also managed by other mechanisms, such as the right of offset
where counterparties are both debtors and creditors of the Company. Management information reported to the Company
includes details of provisions for impairment on insurance receivables and subsequent write-offs. Exposures to individual
policy holders and groups of policy holders are collected within the ongoing monitoring of the controls. Where there exists
significant exposure to individual policy holders, or homogenous groups of policy holders, a financial analysis equivalent to
that conducted for re-insurers is carried out by the Company. Details on concentration of amounts due from policy holders
is disclosed in Note 11.

Insurance receivables consist of a large number of customers, spread across diverse industries and geographical areas.
Ongoing credit evaluation is performed on the financial condition of insurance receivable.

The Company does not have any significant credit risk exposure to any single counterparty or any group of counterparties
having similar characteristics. The Company defines counterparties as having similar characteristics if they are related
entities. Concentration of credit risk did not exceed 6% of gross monetary assets at any time during the year. The credit risk
on liquid funds is limited because the counterparties are banks with high credit-ratings assigned by international credit-
rating agencies.

26.7 Liquidity risk management

Liquidity risk is the risk that the Company will be unable to meet its funding requirements. Bank facilities, the policy holders
and the re-insurers, are the major sources of funding for the Company and the liquidity risk for the Company is assessed
to be low. The Company manages liquidity risk by maintaining adequate reserves by continuously monitoring forecast and
actual cash flows and matching the maturity profiles of financial assets and liabilities.

The table below summarises the maturity profile of the Company’s financial liabilities with maturities determined on the
basis of the remaining period from the balance sheet date to the contractual maturity/repayment date. The maturity profile
is monitored by Management to ensure adequate liquidity is maintained.

Maturity profile at 31 December 2008

AED AED AED AED AED
Carrying 0-180 181-365 Within 1 to More than
amount days days 2 years 2 years

Financial liabilities
Insurance contract liabilities 688,245,817 - 688,245,817 - -
Insurance and other payables 78,451,278 78,451,278 - - -
Re-insurance deposit retained 42,399,560 42,399,560 - - -
Total 809,096,655 120,850,838 688,245,817 - -

Maturity profile at 31 December 2007
Financial liabilities

Insurance contract liabilities 554,052,203 - 554,052,203 - -
Insurance and other payables 82,287,126 82,287,126 - - -
Re-insurance deposit retained 37,101,864 37,101,864 - - -
Total 673,441,193 119,388,990 554,052,203 - -
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27 Segment information (Cont.)

Secondary segment information

The Company’s underwriting business is based entirely within United Arab Emirates, except for treaty re-insurance
arrangements which are held with companies based primarily in Europe. All the investments of the Company are held in
the U.A.E. except for the investments in the managed portfolios and other securities which are held in the United States of
America and Europe.

AED AED AED AED

Revenue Revenue Total assets Total assets

2008 2007 2008 2007

United Arab Emirates 759,226,695 571,794,957 1,383,258,053 1,829,702,701
U.S.A. (4,226,208) 24,820,428 194,054,870 208,950,325
Europe 48,361,181 44,055,054 58,262,996 56,235,943
803,361,668 640,670,439 1,635,575,919 2,094,888,969

28 Contingent liabilities
At 31 December 2008, the Company had contingent liabilities in respect of outstanding letters of guarantee issued in the
normal course of business, amounting to AED 4,461,191 (2007: AED 2,659,847).

29 Commitments
At 31 December 2008, the Company had outstanding commitments to invest in unlisted overseas securities amounting to
AED 44,656,941 (2007: AED 42,295,332) and AED 2,312,983 (2007: AED Nil) to purchase office space in Dubai.

30 Approval of financial statements
The financial statements were approved by the Board of Directors and authorised for issue in their meeting on 22 February
2009.
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