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Mission Statement

Mission
Takaful Re, a significantly capitalized Islamic reinsurance Company is committed to actively contribute to the growth and 

development of the Takaful and Islamic insurance industry in accordance with Shari’a principles by offering world-class 

standards in products and services.

We aspire to:
•   	 Be a leader and a Company of ‘first choice’ for Takaful and Islamic Insurance companies.

•   	 Build and develop long-term business relationships and deliver results that exceed customer

     	 expectations.

•   	 Secure growth and diversification into selected products and markets, creating value for

    	 stakeholders.

•   	 Attract professional talent, develop skills and retain dedicated employees contributing to the

    	 growth and success of the Company.
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Dear Shareholders, 

The Board of Directors of Takaful Re Limited are pleased to present the Company’s 3rd Annual Report and Financial 

Statements for the year ended 31 December 2008.

Financial Results
Despite the market condition and recession, the Company has achieved a gross contribution of USD 34.03 million in 

comparison with USD 20.34 million in 2007, representing 67.3 % growth. The company continued to consolidate its position 

all over the MENA region and Far East, and become one of the major players in the Retakaful industry. Our treaty business 

recorded significant growth of 72.7% in Gross contributions written over the high 2007 levels followed by Facultative and 

Family Takaful segments which grew by 35.3% and 36.7%. 

The Participants’ Fund recorded a deficit of USD 1.41 million in comparison with a net deficit of 1.15 million in 2007; however 

the combined ratio is improving from 100.9% in 2007 to 100.2% in 2008 taking 20% Wakala fee into consideration and that 

is to be considered in line with the market average.  

On the investment side, the Company’s 2008 financial results were affected by the dramatic decline in regional and global 

equity portfolio. Though the Company neither held troubled assets nor did it have direct exposure to failed financial 

institutions, it could not completely escape losses from its equity portfolio. The Company recorded a loss of USD 11.6 million 

(profit 11.8 million in 2007) mainly due to mark-to-market correction of the equity investments held by the Company. 

Most of the investment loss is unrealized (USD 11.222 million in 2008) as our investment strategy was defensive over the 

year, avoiding to sell stocks except when we had the opportunity to book profits and hold affected equities at liberty until 

markets reverse. The net loss for the company is USD 10.6 million (USD 11.6 million profits in 2007). The loss represents 8.2% 

of the shareholder’s equity. Invested assets at the end of the year stood at USD 120.28 million (USD 135.1 million in 2007),  

comprising of 65.8% (USD 79.2 million) in cash & short term deposits, which confirms that the company is very liquid,  strong 

and solvent as per the legal and technical requirements.

As a consequence of these investment losses & payment of dividend, the shareholder’s equity fell from USD 138.17 million 

in 2007 to 119.17 million in 2008. The investment is being closely monitored with maximum care to reduce the loss and take 

advantage of market opportunities. 

The Cash flow provided from the operating activities shows a real improvement than the previous year and the received 

contributions increased to USD 22.28 million (8.39 million in 2007).  After the payment of dividends for year 2007 (USD 6.25 

million), the cash and cash equivalents at the end of the year stood at USD 79.2 million (USD 80.9 million in 2007).

Market Conditions

According to the industry estimates (Source: Swiss Re), in 2008, an amount of claims exceeding $60 billion towards 

catastrophic events has to be absorbed by the insurance industry and the combined underwriting losses are expected to 

reach USD 50 billion. In addition to which some of the international players were heavily impacted by the financial turmoil 

and because of the toxic assets they are holding in their investment portfolio. As a consequence, the available capital for 

insurers and reinsurers is shrinking.

With the financial crisis and the ongoing difficulty, insurers have to access to capital and the increasing cost should benefit 

to the reinsurers, as reinsurance is the only substitute capital insurers have at their disposal.

REPORT OF THE BOARD OF DIRECTORS
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“Our Takaful clients have now the comfort of the full 

fledged Shari’a compliant capacity, the rating (BBB 

from S &P) and the seriousness and efficiency of our 

management and team. Our duty is to capitalize on 

our proximity with our clients, and active role within 

the Takaful industry and associations.”

REPORT OF THE BOARD OF DIRECTORS

Khalid Ali Al Bustani
Chairman
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Some positive signs were sent by the international market at the end of the “soft cycle” and the beginning of a new “hard 

cycle” or era with a firm intention from the global reinsurers to lead the market, to comeback to basics and underwriting 

performances as the investment returns were drastically reduced if not negative. We are yet to see such trend in the MENA 

and Far East region as companies are less impacted by the financial turmoil and also because of the nature of their portfolio 

and very low retentions, especially in GCC countries.

On the other hand, our regional and natural markets become crowded with new direct and reinsurance companies and the 

available treaty capacity is exceeding the needs, and which leads to more competition. On the facultative side, cross border 

capacities are pricing and absorbing all the small and medium property and engineering risks. The impact of the hardening 

is likely to impact large risks, energy, aviation and specialty lines.   

Takaful Re Position

The twelve Retakaful companies that are set up to date are now becoming visible and offering their capacity to the Takaful 

and cooperative companies. These additional capacities are competing with Takaful Re which will progressively oblige 

Takaful to use mainly if not exclusively Retakaful. On the long term, the Retakaful by virtue of their existence will be the 

drivers for the development of the Takaful industry, which is now recognized by the main analysts as a one of the main trend 

in the insurance industry in MENA and Far East.  

Takaful Re in these three years was successful in dealing with more than 110 companies (Treaties and facultative). Our 

Company is now a reference and one of the main sources of information and expertise on Takaful despite the limited resources 

and short period of time. As stated earlier:  “Takaful Re’s mission is actively contributing to the growth and development of 

Takaful and Islamic Industry” 

Outlook

We are confident that the increase in demand from the public for Shari’a compliant products will continue in the coming 

period and Takaful Re will benefit from it. We are building the infrastructure and the portfolio for the coming period of 

growth to support new business.

The Islamic finance should be in principle less impacted by the current crisis as it does not allow non backed investments 

and speculation. As part of the Islamic Finance, Takaful industry should be less affected; however, as players within the global 

insurance industry, Takaful must revisit their strategies, and return to a “back to basics” policy. 

The current recession, which started being visible in the second half of 2008, is expected -in a short term- to reduce the 

demand for insurance and increase the risk of fraud. However, as number of Takaful companies are mainly start up, we 

expect them to continue having a substantial growth in the coming period. 

Our Takaful clients now have the comfort of the full fledged Shari’a compliant capacity, the rating (BBB from S &P) and the 

seriousness and efficiency of our management and team. Our duty is to capitalize on our proximity with our clients and our 

active role within the Takaful industry and associations.  

On the investment side, as the market visibility is still not clear, we will stick to a very conservative approach keeping 

maximum assets in liquid instruments and trying to benefit from the opportunities now offered by the Islamic banks for the 

short term deposits.

REPORT OF THE BOARD OF DIRECTORS
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FINANCIAL HIGHLIGHTS

Financial Highlights as at 31 December 2008

(US$’000)

2008 2007

Gross Contribution 34,033 20,340

Participants’ fund result (1,409) (1,151)

Operators’ Investment income (11,582) 11,755

Operating expenses (4,997) (3,751)

Operators’ Net profit    (10,568) 11574

Investment assets 120,280 135,056

Net technical provisions 35,868 23,482

Shareholders’ equity 119,171 138,169

Total assets 183,082 173,703

Book value per share (US$) 0.95 1.11
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GENERAL MANAGEMENT

 Mohamed El-Dishish
Chief Financial Officer, 

Compliance & Anti-Money Laundering Officer, 

Company Secretary

 Chakib Abouzaid
Chief Executive Officer
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ABOUT TAKAFUL RE

Company Profile
Takaful Re is dedicated to offer Shari’a compliant Retakaful and related services to the growing Takaful, Co-operative and 

Islamic insurance markets. Takaful Re is benefiting from Arig’s expertise as its main shareholder and a leading reinsurer in the 

Middle East for more than 28 years with  worldwide recognition in the conventional market.

Capital
Takaful Re has an authorised capital of US$ 500 million and paid-up capital of US$ 125 million making it one of the most 

financially secured Retakaful companies in the Middle East & North Africa region and the emerging markets of the Islamic 

countries.

Rating
Standard & Poor’s (S&P) assigned a BBB ‘Stable’ long-term counterparty credit and insurer financial strength rating to

Takaful Re for the third year of operation.

Shareholders
Committed to developing Takaful Re as a key instrument in the industry’s growth, the company’s shareholders represent the 

region’s leading financial institutions.  

Business Philosophy
Takaful Re provides a complete range of retakaful services and products to Takaful and Islamic companies in order to meet 

their business requirements. The company consistently ensures that the products and services offered are in accordance 

with the Principles of the Holy Quran and Sunnah as recommended by it’s Shari’a Supervisory Board.

Takaful Re possesses the required expertise within the Reinsurance business, Underwriting and Product Development to 

ensure smooth business operations in a professional business environment. The management acts as trustees with a well 

defined corporate governance framework in order to safeguard the interests of customers and stakeholders.
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Takaful Re Business
During the year 2008, Takaful Re’s Gross Contribution increased to US$ 34 million as compared to US$ 20.3 Million in 2007. 

The increase was observed in all lines of business depicting consistent growth in all areas.

Takaful Model
All contracts are based on Al-Wakala model which manages the portfolio of Takaful operators and Islamic insurance 

companies for a pre-agreed fee. The investment operations are governed by the principles of Al-Mudaraba (profit and loss 

sharing financing technique). The Retakaful fund is managed by experts in Shari’a compliant investment scheme.

General Retakaful
Takaful Re offers Retakaful capacity for major lines of businesses - Property, Engineering, Marine and Liability.  

The Company emphasises its market presence by offering lead lines on Property, Industrial and Commercial risks.  

Takaful Re also provides Retakaful capacities for engineering projects against all risks which include construction, erection 

and machinery breakdown covers.

ABOUT TAKAFUL RE

Medical

Property

Engineering

Accident

Marine

Family

Other Non-life

US$ 10.3 m
US$ 4.0  m

US$ 9.2  m
US$ 6.4  m

US$ 5.0 m
US$ 3.1 m

US$ 3.8 m
US$ 1.2 m

US$ 3.3 m
US$ 3.2 m

US$ 1.9 m
US$ 1.2 m

US$ 0.5  m
US$ 1.2   m

20082007

Gross Contributions Income by Class in 2008 / (2007)
Total US$ 34.0 million (2007:  US$ 20.3 million) 
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Marine Hull and Cargo liabilities are the areas which the company actively writes on both; proportional and  

non-proportional Retakaful basis. The increasing demand for liability covers of primarily motor and general third party 

liability is met by the ability to quote and lead these lines mainly on non-proportional Retakaful basis. Takaful Re does not 

write aviation, off-shore marine energy and long tail liability covers.

Group Medical Retakaful Scheme offers a range of corporate  medical schemes tailor-made to suit each group’s different 

needs; it provides the employers the ‘peace of mind’ in terms of financial protection in case their employees are suffering 

from any illness. The range of products consists of different plans which have a cover extending from worldwide to local and 

from a full comprehensive plan (inclusive of Maternity, Dental, and Optical benefits) to an In-patient treatment type plan.

Individual Medical Retakaful Scheme offers wide range of plans within the medical Retakaful scheme to suit different 

needs and categories. The plans have been designed to provide the members with financial protection they need in case of 

suffering from any illness or an accident. The medical cover offered ranges from in-patient treatment, out-patient

treatment, dental treatment and maternity.

Family Retakaful
Group Family Retakaful Scheme is suitable for employers responsible for the provision of protection to the employee

and the family members in the event of their premature demise.

Group Personal Accident Retakaful Scheme is suitable for employers responsible for the provision of protection to the family 

of an employee in the event of their premature demise due to accident. The insurance is extended to provide a benefit for 

permanent disability payable as a percentage of the sum assured equivalent to the degree of permanent disability.

Individual Family Retakaful Scheme covers dependants against financial risks arising out of the demise of the principal 

income earner (with options to cover Takaful disability and Takaful hospitalization). This plan offers high levels of cover at 

cost-effective premiums with a minimum period of 5 years.

Individual Personal Accident Scheme cover takes care of individuals who wish to provide protection to dependants in the 

event of premature demise due to accident. The insurance provided is also extended to provide disability compensation 

(optional) payable as per policy.

ABOUT TAKAFUL RE
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Location
Located at Dubai International Financial Centre (DIFC), Takaful Re has the advantage of operating from a jurisdiction that has 

an internationally reputed regulatory framework.

ABOUT TAKAFUL RE
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Global Takaful Industry - Gross Contribution Income 2005-2007 by Region & Market

Region Country

GWP in USD m %

2005 2006 2007 est 2005 2006 2007 est

Africa Egypt 3.2 4.7 6.0 0.1% 0.1% 0.1%

Mauritania  0.4  0.4  0.4 0.0% 0.0% 0.0%

Senegal  5.9  7.0  8.0 0.1% 0.1% 0.1%

Sudan  171.6  203.1  232.0 4.2% 4.2% 3.7%

Sub-total  181.1  215.2  246.4 4.5% 4.4% 3.9%

East Indian Sub-Continent Bangladesh 3.5 4.2 5.0 0.1% 0.1% 0.1%

Pakistan  0.1  0.2  0.3 0.0% 0.0% 0.0%

Srilanka  4.2  6.8  7.5 0.1% 0.1% 0.1%

Sub-total  7.8  11.2  12.8 0.2% 0.2% 0.2%

Far East Brunei 27.0 30.0 32.0 0.7% 0.6% 0.5%

Indonesia  74.2  80.1  104.0 1.8% 1.6% 1.6%

Malaysia  405.4  552.8  701.3 10.0% 11.3% 11.1%

Singapore  0.1  0.1  0.1 0.0% 0.0% 0.0%

Thailand  30.0  32.4  35.0 0.7% 0.7% 0.6%

Sub-total  536.7  695.4  872.4 13.3% 14.2% 13.8%

GCC Bahrain 15.0 33.7 42.0 0.4% 0.7% 0.7%

Kuwait  82.9  90.0  95.0 2.1% 1.8% 1.5%

Qatar  33.6  50.0  52.0 0.8% 1.0% 0.8%

Saudi Arabia  755.6  831.2  1,374.1 18.7% 17.0% 21.8%

UAE  41.5  65.0  83.0 1.0% 1.3% 1.3%

Sub-total  928.6  1,069.9  1,646.1 23.0% 21.9% 26.1%

Levant Jordan 9.7 11.4 14.2 0.2% 0.2% 0.2%

Lebanon  4.0  4.8  5.2 0.1% 0.1% 0.1%

Yemen  1.0  1.5  2.3 0.0% 0.0% 0.0%

Sub-total  14.7  17.7  21.7 0.4% 0.4% 0.3%

Middle East (Non Arab) Iran 2,372.4 2,880.1 3,505.0 58.7% 58.9% 55.6%

Sub-total  2,372.4  2,880.1  3,505.0 58.7% 58.9% 55.6%

Grand Total  4,041.3  4,889.5  6,304.4 100.0% 100.0% 100.0%

	ABOUT TAKAFUL MARKET
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Region 2005 2006 2007 est

Africa  181.1  215.2  246.4 

East Indian Sub-Continent  7.8  11.2  12.8 

Far East  536.7  695.4  872.4 

GCC  928.6  1,069.9  1,646.1 

Levant  14.7  17.7  21.7 

Middle East (Non Arab)  2,372.4  2,880.1  3,505.0 

Grand Total  4,041.3  4,889.5  6,304.4 

Global Takaful / Islamic
Gross Contribution Income by region 2005 -2007

2,372.4 2,880.1

695.4

2005 2006 2007

3,505.5

1,646.1

872.4536.7

1,069.9928.6

215.2 246.4

21.7
17.714.7

181.1
11.27.8 12.8

	ABOUT TAKAFUL MARKET
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	ABOUT TAKAFUL MARKET

Total: 179 Operators

GCC 
72

Levant 
9

Middle East (Non Arab)

18

Other 
7 Africa

26

East Indian  
Sub Continent 

12

Far East
35

5.0%
6.0%

30.0%

59.0%

30.0%

21.0%

11.0%

38.0%

65.0%

2007

2.5%

16.0%

16.5%

33.0%

52.0%

6.0%

9.0%
23.0%

7%

25%

44%
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BOARD OF DIRECTORS

Mr. Khalid Ali Al Bustani
(representing Arab Insurance Group, Bahrain), Chairman

B.Sc. in Computer Engineering, Boston University, USA; MBA, Leicester University, U.K.

Mr. Al Bustani is Executive Director for Revenue & Budget at the Ministry of Finance and Industry of the United Arab Emirates. 
He is the Chairman of the Board of Directors since incorporation in 2005.  Mr. Al Bustani is also the Chairman of Arab Insurance 
Group (Arig).

Mr. Sultan Ahmed Al Ghaith
(representing Arab Insurance Group, Bahrain), Vice Chairman and Chairman of the Executive Committee

B.Sc., UAE University, UAE

Mr. Al Ghaith was the Undersecretary & Director General of General Pension & Social Security Authority, UAE, until April 2008. 
Mr. Al Ghaith also serves on the boards of Arab Insurance Group (Arig) and Emirates Co-operative Society. 

Mr. Khalid Jassim Bin Kalban
(representing Dubai Investments, UAE), Member of the Executive Committee

B.Sc., Metropolitan State College, USA; Associate degree of Arts with Business Management as major subject, Arapahoe 
Community College, USA.

Mr. Bin Kalban is the Chief Executive Officer and Managing Director of Dubai Investments in UAE.  Mr. Bin Kalban also serves 
on the boards of several companies in the UAE and other countries including Arab Insurance Group (Arig), National General 
Insurance, Emirates Bank International and Al Thuraya Satellite Telecommunications Company in the UAE.

Mr. Abdul Aziz Abdullah Al Za’abi
(representing Arab Insurance Group, Bahrain), Member of the Executive Committee 

Business Administration, San Jose State University, USA

Mr. Al Za’abi is the Chief Executive Officer of Real Estate Bank, UAE. He also serves on the boards of Arab Insurance Group 
(Arig), National Bank of Ras-Al-Khaymah, Shaikh Zayed Housing Program, Dubai Civil Aviation Authority, Emirates Real Estate 
Corporation and other organizations in the UAE.

Mr. Hamed Saleh Al Saif
(representing Arab Insurance Group, Bahrain), Director and Member of the Audit Committee

B.Com in Business Administration, Beirut Arab University, Lebanon

Mr. Al Saif was Chairman & Managing Director of Kuwait & Middle East Financial Investment Company in Kuwait until May 
2008. Mr. Al Saif also is a member of the board of Arab Insurance Group (Arig).

Mr. Yassir Albaharna
(representing Arab Insurance Group, Bahrain), Member of the Executive Committee

MBA (High Honours) & M.Eng. (Manufacturing), Boston University, Boston; B. Eng. (Mechanical), McGill University, Montreal; 
Fellow & Chartered Insurer & Member of Society of Fellows, Chartered Insurance Institute, London

BIOGRAPHIES
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Mr. Albaharna is currently the Chief Executive Officer, Arab Insurance Group (Arig). Prior to this, Mr. Albaharna served as 
a General Manager, Reinsurance since November 2003. He joined Arig in May 1987 and held various underwriting and 
managerial positions. Throughout, he has travelled extensively and represented Arig in numerous regional and international 
forums. He is Chairman of Arig Insurance Company Limited (UK), Chairman of Arima Insurance Software (Bahrain), Chairman 
of Gulf Warranties WLL (Bahrain), and Board member of the Arab Jordanian Insurance Group (Amman). He is also a member in 
the Boards of the International Insurance Society, Bahrain Insurance Association, the Specific Council for Vocational Training 
- Banking Sector and the Human Resources Development Fund - Banking & Financial Sector in Bahrain.

Dr. Abdul Rahman Eltayeb Taha
(representing Islamic Development Bank, KSA), Chairman of the Audit Committee 

Ph.D.from the University of California, Los Angeles, USA and MBA from University of California, Berkeley, USA.

Dr. Taha represents Islamic Development Bank (IDB) where he is currently the General Manager of the Islamic Corporation 
for the Insurance Investment & Export Credit (ICIEC) an affiliate of IDB. Earlier, Dr. Taha has served as a Director of Trade 
Finance, Arab Trade Finance Program in the UAE.

Mr. Ahmad M. Bakhit Kalfan
(representing Emirates Industrial Bank, UAE), Member of the Executive Committee

Graduate from Northeastern University, Massachusetts, USA.

Mr. Kalfan represents Emirates Industrial Bank-UAE where he serves as Deputy General Manager. Mr. Kalfan is also the Vice 
Chairman & Executive Committee Member of Emirates Rawabi and Board & Executive Committee Member of United Arab 
Bank, UAE.

Mr. Abdullah Sharafi
(representing Emirates Fund, UAE), Member of the Executive Committee

M.A in Economics from the University of Denver, Colorado, USA.

Mr. Sharafi is currently the Executive Director at Gerab National Enterprises - UAE. Mr. Sharafi has also served as Projects 
Division Manager in Emirates Industrial Bank in the UAE. He is also the Director of Emirates Financial Services; an investment 
banking subsidiary of Emirates NBD PJSC, UAE.

SHARI’A BOARD

Sheikh Nizam Mohamed Yaquby
Chairman

Ph.D in Islamic Law, University of Wales, United Kingdom & Bachelor in Economics & Comparative Religions, McGill University, 
Canada.

Sheikh Nizam Yaquby represents Shari’a boards of several Islamic Financial Institutions. Some of them include Arab Islamic 
Bank, Bahrain Islamic Bank, Investcorp, Abu Dhabi Islamic Bank, HSBC and Investment Bank plc, London. Since 1976, he has 
been teaching Islamic subjects in several Islamic institutions in Bahrain. Sheikh Nizam Yaquby is also a visiting faculty at the 
Harvard University, USA.

BIOGRAPHIES
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Sheikh Dr. Abdul Sattar Abdul Karim Abu Ghudda
Member

Ph.D in Islamic law and comparative Fiqh from Al Azhar University Cairo, Egypt.

Dr. Abu Ghudda, an active member of Islamic Fiqh Academy and the Accounting & Auditing Organization of Islamic Financial 
Institutions is also the Secretary General of the Unified Shari’a Supervisory Board of Dallah Albaraka Group, Jeddah. Dr. 
Abu Ghudda is the Shari’a Advisor and Director of Department of Financial Instruments at AI-Baraka Investment Co., Saudi 
Arabia. He teaches in various institutes, including at Imam Al Da’awa Institute (Riyadh), Religious Institute (Kuwait) and at the 
Shari’a College of the Law Faculty in Kuwait University.

Sheikh Dr. Ahmad Abdul Aziz Al Haddad
Member

Ph.D in Islamic Shari’a, Om Al Kaura University, Saudi Arabia

Sheikh Dr. Ahmad Abdul Aziz Al Haddad is the Chief Mufti of Dubai. With over 12 years of experience in Fatwas and Islamic 
research, Dr. Al Haddad teaches in numerous universities and Islamic institutions. He is also a member of the Supreme 
Committee of Ifta. Dr. Haddad, an expert in Islamic jurisprudence is the author of several books on Islamic Fiqh.

GENERAL MANAGEMENT

Mr. Chakib Abouzaid
Chief Executive Officer

Masters Degree in Planning & Development, Grenoble University, France and Masters Degree in Finance & Insurance, Institute 
of Development & Finance (IFID), Tunis

Mr. Abouzaid has over 20 years of experience in the reinsurance industry with a special focus on Islamic reinsurance. Prior to 
joining Takaful Re, Mr. Abouzaid served as Regional General Manager for Middle East & Gulf for Best Re. He is also a visiting 
faculty at St Joseph University in Beirut, Lebanon where he teaches Reinsurance Pricing. Mr. Abouzaid delivers speeches at 
various seminars and conferences focusing on Islamic Finance and contributes articles for insurance magazines.

Mr. Mohamed El-Dishish 
Chief Financial Officer, Compliance & Anti-Money Laundering Officer, Company Secretary

Certified Public Accountant, American Institute of CPA’s, New York, USA 

Mr. El-Dishish possesses over 30 years of professional experience in the field of Finance & Insurance. Prior to his current stint, 
Mr. El-Dishish headed the Operations Management function at Arab Insurance Group (Arig) since 1998. Mr. El-Dishish had 
a long and illustrious career in several senior management positions at Ernst & Young in Egypt and subsequently in the 
United Kingdom. He also served for National Company for Co-operative Insurance (NCCI) in various senior management 
positions. In addition, he is a frequent speaker at various seminars & conferences focusing on Takaful & Islamic investments. 
Mr. El-Dishish has served as member of the Board of Directors of a number of Insurance Companies throughout the Arab 
World including Morocco, Tunis, Lebanon, Jordan and Egypt. He also has experience in mergers & acquisition of companies.

BIOGRAPHIES
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 REPORT OF THE SHARIA SUPERVISORY BOARD

To the Shareholders of Takaful Re Limited
Assalam Alaikum Wa Rahmat Allah Wa Barakatuh

In compliance with the Articles of Association, we are required to submit the following report:

.	 We have reviewed the principles and contracts relating to the transactions and applications introduced by Takaful Re 

Limited during the year ended 31/12/2008.

.	 We have also conducted our review to form an opinion as to whether Takaful Re Limited has complied with the Shari’a 

Rules and Principles and with specific fatwas, rulings and guidelines issued by us.

.	 The Management of Takaful Re Limited is responsible for ensuring that the Company conducts its business in accordance 

with Islamic Shari’a Rules and Principles. It is our responsibility to form an independent opinion based on our review of 

the operations of Takaful Re Limited and report to you.

.	 We have conducted our review which included examining on a test basis of each type of transaction, the relevant 

documentation and procedures adapted by Takaful Re Limited

.	 We have planned and performed our review so as to obtain all the information and explanations which we considered 

necessary in order to provide us sufficient evidence and to give reasonable assurance that Takaful Re Limited has not 

violated Islamic Shari’a Rules and Principles.

In our opinion:

a)	� The contracts, transactions and dealings entered into by Takaful Re Limited during the year ended 31 December 2008 

that we have reviewed are in compliance with the Islamic Shari’a Rules and Principles; 

b)	 No earnings that have been realized from sources or by means prohibited by Islamic Shari’a Rules and Principles; and

c)	 The calculation of Zakah is in compliance with Islamic Shari’a Rules and Principles, and disbursement of Zakah is the 

responsibility of the Shareholders.

We beg Allah the Almighty to grant us all the success and straight forwardness.

Wassalam Alaikum Wa Rahmat Allah Wa Barakatuh

Sheikh Nizam 
Mohamed Yaquby
CHAIRMAN

Shaikh Dr Abdul Sattar 
Abdul Karim Abu Ghudda 
SHARI’A BOARD MEMBER

Shaikh Dr Ahmad Abdul 
Aziz Al Haddad
SHARI’A BOARD MEMBER

Dubai, 19 February 2009
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Corporate Governance Report

Corporate Governance Report
Takaful Re limited is committed to adopt the best practices of Corporate Governance and visualizes the importance of 

Corporate Governance as a comprehensive concept which includes all corporate values, processes and goals.

Takaful Re Limited is also committed to adhere to the requirements of the regulator Dubai Financial Services Authority 

(DFSA) with regard to Corporate Governance as stipulated in the Rule Book. In addition, the company voluntarily adopted 

various governance initiatives during the year including the stipulation for an annual Board certification.

   

The Board of Directors
The Board of Directors is the focal point of the corporate governance system and is ultimately accountable and responsible 

for the performance and affairs of the company.  The Board is responsible for the overall directions, supervision and control 

of Takaful Re Ltd and takes responsibility for laying down the broad strategy for the business, approving the business plans 

and budgets, maintaining an appropriate organization structure, approving principal operating policies and monitoring 

business performance and internal controls.

The Shari’a Supervisory Board
The Shari’a Supervisory Board (SSB) is an independent body of specialized jurists in Islamic Commercial Jurisprudence. The 

SSB is entrusted with the duty of directing, reviewing and supervising the activities of the company in order to ensure that 

they are in compliance with Islamic Shari’a Rules and Principles.

The SSB submit annual report, prepared in accordance with Accounting and Auditing Organization for Islamic Financial 

Institution’s standards, laws and regulations, which is presented to the shareholders at its annual general meeting.

The SSB is appointed by the shareholders in accordance with the Article of Association in general assembly meeting and 

the current SSB was appointed at the general assembly in November 2005 for a fixed term of three years. Names of Shari’a 

Supervisory Board members together with their biographical details are set out in pages 5, 21 and 22.

Board Composition
The Board is elected by the shareholders in accordance with the provisions of the Articles of Association of the company and 

the current Board was elected by shareholders at the general assembly in November 2005 for a fixed term of three years. 

Names of directors together with their biographical details are set out in pages 4, 20 and 22.

Members of the Board are all non-executive with varied backgrounds and the composition provides an adequate mix of 

experience and skills to enable the Board to operate collectively and effectively. As non-executive directors, members of 

the Board do not hold any contract of service with Takaful Re Ltd nor are they involved in the day –to-day management of 

the company.
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Board Meetings 
In accordance with applicable regulations and the Articles of Association, the Board is required to meet at least 4 times a 

year.  There were 5 Board meetings held during the year 2008 and the table below shows the names of Board and Committee 

members:

Directors Board Member
Executive Committee 

Member
Audit Committee 

Member

Mr. Khalid Ali Al Bustani Y N N 

Mr. Sultan Ahmed Al Gaith Y Y N

Mr. Hamed Saleh Al Saif Y N Y

Mr. Abdul Aziz Al Za’abi Y N  N

Mr. Yassir Albaharna Y Y  N

Dr. Abdulrahman E Taha Y N Y

Mr. Ahmad M Bakhit Khalfan Y Y  N

Mr. Khalid J Bin Kalban Y N  N

Mr. Abdullah Al Sharafi Y Y  N

Mr. Mohd Khalifa Al Mehairi  N N Y

Y – Member,   N- Not Member 

Board Committees
The Board operates on a principle that all significant matters are dealt with by the Board. However, in order to assist the 

Board in carrying out its duties and to enhance the effectiveness of the Board, the Board has delegated certain specific 

responsibilities to the following Board Committees within written terms of reference which govern such delegation.

Executive Committee: 1.	 The Committee serves as a forum to coordinate, guide and monitor the management and 

performance of the Company in line with strategies, business plans and budgets established by the Board. It serves 

to assist the Board with detailed reviews of information and operational issues. The committee consists of four non-

executive directors.

Audit Committee: 2.	 The committee assists the Board in fulfilling its oversight responsibility with regard to financial 

reporting, the system of internal control, the process for monitoring compliance with laws and regulations and the 

appointment, independence and performance of the internal and external auditors.  The committee periodically carries 

out a self-assessment of its performance.

The committee consists of three members, two non-executive directors of the company and one non-executive director 

from the parent company.

Corporate Governance Report
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Role of Chairman and Chief Executive Officer
Takaful Re follows a policy of segregating the roles of the Chairman of the Board and the Chief Executive Officer (CEO).

The Chairman of the Board,  Mr Khalid Al Bustani,  is responsible for leading and ensuring the effectiveness of the Board,  

setting its agenda and conducting its meetings. The Chairman has no involvement in the day-to-day business of the 

Company. The Chairman maintains effective communications with the shareholders and ensures that all directors receive 

sufficient,  timely and accurate information on all issues to be dealt with by the Board.

The CEO, Mr. Chakib Abouzaid is responsible for the executive leadership and operational management of the Company.  

The CEO is accountable to the Board for the development,  recommendation and implementation of strategies, polices and 

the framework for controls.

General Management
The CEO exercises the operational management of Takaful Re together with Mr. Mohammed El Dishish the Chief Financial 

Officer (CFO) and heads a General Management team.

Compliance
In line with the requirements of the regulatory framework implemented by the DFSA, Takaful Re has a separate Compliance 

function to handle all regulatory reporting requirements. Mr. Mohammed El Dishish, Chief Financial Officer is responsible for 

the function. Names of General Management together with their biographical details are set out in pages 12 and 22.

During the year, no penalties were imposed on Takaful Re by any regulatory authority for non-compliance with applicable 

legal or regulatory requirements.

Internal Control
The Board has ultimate responsibility for the system of internal controls within the Company and for reviewing its 

effectiveness. Takaful Re’s system of internal controls is intended to provide reasonable assurance, but not an absolute 

guarantee, against material financial misstatement or loss, and include the safeguarding of assets, the maintenance of 

proper accounting records, the reliability of financial information, compliance with appropriate legislation, regulation and 

best practice, and the prevention or detection of any material errors or irregularities in a timely manner.

The key features of the control environment include a clear organization structure,  written policies,  guidelines and 

procedures, established approval limits, delegation of authority and performance monitoring mechanisms which effectively 

establishes the governance structure and monitor Company’s operations on an on-going basis.

Acting on behalf of the Board in this regard, the Audit Committee periodically reviews the control framework in place for 

key functions within Takaful Re. In addition, assessments of internal controls are obtained from reviews carried out by the 

internal audit function and the reports from external auditors on matters identified during the course of their statutory 

audit work. The Board, with the advice of the Audit Committee and the management, utilise in a timely and effective manner 

the findings of external and internal auditors; and take corrective measurers in the areas identified by auditors, wherever 

required.
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Enterprise Risk Management
Effective risk management practices are essential to the success of the corporate objectives and the Company recognizes 

the importance of a prudent risk management framework that comprehensively addresses the need to manage the risks 

and opportunities across the Company. Towards this objective, the Company is committed to steer itself into the arena of 

Enterprise Risk Management (ERM). The Board holds the responsibility of overall risk management and authorized the CEO 

to formulate and implement a structured ERM framework.

External Auditors
Shareholders at their general assembly meeting appoint the external auditors of the Company. Takaful Re has established a 

policy whereby external auditors are selected for a three year period at a time, but appointment is subject to annual general 

meeting approval on yearly basis. The selection is recommended by the Audit Committee from a panel of internationally 

reputed audit firms with relevant experience and accepted by Dubai Financial Services Authority.

The current auditors, KPMG, were appointed as external auditors for the first time for the period ended 2006. KPMG is one of 

the Big international audit firms and one of the largest service providers to the region’s insurance sector.

Actuarial Review
Takaful Re uses the services of an international firm of actuaries, to carry out an independent review of the adequacy of its 

non-life reinsurance technical provisions which represent the major part of its aggregate technical provisions. The review is 

designed to provide an independent evaluation of Takaful Re’s technical provisions for use by the management in preparing 

the financial statements.

Ratings
Ratings provide buyers of reinsurance with comfort regarding the quality of financial standing of their reinsurers. Takaful 

Re has an interactive insurer financial strength rating and long-term counterparty credit rating from Standard & Poor’s 

(S&P) in the ‘secure’ range since 2006. The BBB/Stable rating was reaffirmed by S&P in 2008 reflecting its good competitive 

position globally,  strong position regionally, very strong capitalization and; clear and logical strategy offset by the company’s 

marginal operating performance.

Corporate Governance Report
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THE SHAREHOLDERS OF TAKAFUL RE LIMITED

We have audited the accompanying balance sheet of Takaful Re Limited (the “Company”) as at 31 December 2008 and 

the related statement of income, participants’ balance sheet, statement of participants’ revenue and expenses, statement 

of changes in equity, and statement of cash flows, for the year then ended. These financial statements and the Company’s 

undertaking to operate in accordance with Islamic Sharia’ Rules and Principles are the responsibility of the Management and 

Directors of the Company. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the Auditing Standards issued by the Accounting and Auditing Organisation 

for Islamic Financial Institutions. Those Standards require that we plan and perform the audit to obtain reasonable 

assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a 

test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing 

the accounting principles used and significant estimates made by management, as well as evaluating the overall financial 

statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements give a true and fair view of the financial position of the Company and participant as 

at 31 December 2008 and the results of its operations and participant’s revenue and expenses, changes in equity, and its cash 

flows, for the year then ended in accordance with the Sharia’ Rules and Principles as determined by the Religious Supervisory 

Board of the Company and with Financial Accounting Standards issued by the Accounting and Auditing Organisation for 

Islamic Financial Institutions.

KPMG LLP

4 March 2009

Dubai, United Arab Emirates
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financial statement

BALANCE SHEET AS AT 31 DECEMBER 2008
(In thousands of U.S. Dollars)

Note 2008 2007

ASSETS

Cash and cash equivalents 6 79,203 80,896

Investments 7 41,077 54,160

Accrued income 8 17,367 12,179

Receivables 9 7,180 6,018

Deposits 10 6,403 2,711

Deferred acquisition costs 3,821 3,609

Deferred wakala fee 3,126 2,281

Other assets 11 8,455 11,549

Fixed assets 12 16,450 300

183,082 173,703

LIABILITIES

Retakaful fund 13 35,868 23,482

Payables 3,619 338

Istisna’a payable 14 12,706 -

Other liabilities 16 11,204 10,636

Deferred wakala fee 3,126 2,281

66,523 36,737

Participants’ Fund (2,612) (1,203)

EQUITY

Shareholders’ equity

Share capital 17 125,000 125,000

Investment fair value reserve (1,533) 422

(Accumulated deficit) retained earnings (4,296) 12,747

119,171 138,169

183,082 173,703

These financial statements were approved by the Board of Directors on 4 March 2009 and signed by:

	 Chairman		   Vice Chairman 

The accompanying notes 1 to 30 are an integral part of these financial statements
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STATEMENT OF INCOME FOR THE YEAR ENDED 31 DECEMBER 2008
(In thousands of U.S. Dollars)

Note 2008 2007

Net investment (loss) income 19 (11,582) 11,755

Wakala fee for managing retakaful activities 18 5,962 3,579

Operating expenses 20 (4,997) (3,751)

Other income 61 -

Other expenses (12) (9)

Net (loss) profit attributable to shareholders (10,568) 11,574

(Loss) earnings per share attributable to shareholders 21 US$ (0.08) 0.09

The accompanying notes 1 to 30 are an integral part of these financial statements
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 PARTICIPANTS’ BALANCE SHEET

PARTICIPANTS’ BALANCE SHEET AS AT 31 DECEMBER 2008
(In thousands of U.S. Dollars)

2008 2007

ASSETS 

Cash & cash equivalents 6,186 3,721

Accrued income 17,016 11,354

Receivables 7,180 6,018

Deposits 6,403 2,711

Deferred acquisition costs 3,821 3,609

Deferred wakala fee 3,126 2,281

Other assets 1 -

43,733 29,694

LIABILITIES 

Wakala fee payable 6,807 7,077

Payables 3,670 338

10,477 7,415

TAKAFUL FUND 

Unearned contributions 15,585 11,418

Outstanding claims 6,966 5,096

Unreported losses 13,317 6,968

35,868 23,482

PARTICIPANTS’ FUND (2,612) (1,203)

43,733 29,694

The accompanying notes 1 to 30 are an integral part of these financial statements
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STATEMENT OF PARTICIPANTS’ REVENUES AND EXPENSES
FOR THE YEAR ENDED 31 DECEMBER 2008
(In thousands of U.S. Dollars)

Note 2008 2007

Gross contributions written 34,033 20,340

Net contributions earned 29,062 17,206

Claims and related expenses (18,912) (9,694)

Policy acquisition costs (5,725) (5,169)

Wakala fee (Fee payable to shareholders) (5,962) (3,579)

Investment income 159 41

Underwriting result 24 (1,378) (1,195)

Other income 86 45

Other expense (117) (1)

Deficit attributable to participants’ fund (1,409) (1,151)

Deficit of Participants’ Fund at the

beginning of the year (1,203) (52)

Balance of Participants’ Fund at

the end of the year  (2,612) (1,203)

The accompanying notes 1 to 30 are an integral part of these financial statements
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STATEMENT OF CHANGES IN EQUITY

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2008
(In thousands of U.S. Dollars)

FOR THE YEAR ENDED 31 DECEMBER 2008

Share

capital

Investment fair

value reserve

Accumulated

deficit

Total

equity

Balances at 31 December 2007 125,000 422 12,747 138,169

Changes on remeasurement of available for sale assets - (1,955) - (1,955)

Net loss recognised directly in equity - (1,955) - (1,955)

Net loss for the year - - (10,568) (10,568)

Total recognised loss - (1,955) (10,568) (12,523)

Directors’ remuneration paid - - (225) (225)

Dividend paid - - (6,250) (6,250)

Balances at 31 December 2008 125,000 (1,533) (4,296) 119,171

FOR THE YEAR ENDED 31 DECEMBER 2007

Share

capital

Investment fair

value reserve

Accumulated

deficit

Total

equity

Balances at 31 December 2006 125,000 73 1,263 126,336

Changes on remeasurement of available for sale assets - 349 - 349

Net income recognised directly in equity - 349 - 349

Net profit for the year - - 11,574 11,574

Total recognised income - 349 11,574 11,923

Directors’ remuneration paid - - (90) (90)

Balances at 31 December 2007 125,000 422 12,747 138,169

The accompanying notes 1 to 30 are an integral part of these financial statements
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STATEMENT OF CASH FLOWS

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2008
(In thousands of U.S. Dollars)

Note 2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Contributions received 22,282 8,393

Reinsurance contributions paid (746) (695)

Claims paid (8,912) (1,644)

Reinsurance deposits paid (3,692) (2,328)

Profit received 2,615 3,966

Dividend received 361 102

Investment income received 493 4,181

Operating expenses paid (3,806) (4,293)

Other income/expenses, net (548) 302

Purchase of trading investments (44,223) (46,806)

Sale of trading investments 44,957 46,819

Directors’ remuneration paid (225) (90)

Net cash provided by operating activities 25 8,556 7,907

CASH FLOWS FROM INVESTING ACTIVITIES:

Sale of investments 2,024 2,694

Purchase of investments (6,778) (11,309)

Profit received 534 397

Dividend received 311 198

Investment income received 295 620

Purchase of fixed assets (13,067) (143)

Advance paid for property - (3,184)

Net cash used in investing activities (16,681) (10,727)

CASH FLOWS FROM FINANCING ACTIVITIES:

Istisna’a finance 12,706 -

Dividend paid (6,250) -

Net cash provided by financing activities 6,456 -

Net decrease in cash and cash equivalents (1,669) (2,820)

Effect of exchange rate on cash and cash equivalents (24) 71

Cash and cash equivalents, beginning of year 80,896 83,645

Cash and cash equivalents, end of year 6 79,203 80,896

The accompanying notes 1 to 30 are an integral part of these financial statements
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Notes to the Financial Statements

Notes To The Financial Statements
For The Year Ended 31 December 2008

1.	 INCORPORATION AND PRINCIPAL ACTIVITY

Takaful Re Limited (‘the Company’) is a company limited by shares, incorporated in the Dubai International Financial Centre 
(DIFC), Dubai, in the United Arab Emirates on 11th October 2005, as a provider of Islamic reinsurance and has its registered 
office at Dubai International Financial Centre (DIFC), Dubai, United Arab Emirates. 

The Company is regulated by the Dubai Financial Services Authority (DFSA) and registered under the provisions of the 
Company Law, DIFC Law Number 3 of 2006.  
	
The Company is a subsidiary of Arab Insurance Group (BSC) (Parent Company), Bahrain, which owns 54% of the Company’s 
shares.  The parent Company is regulated by Central Bank of Bahrain.  Details of other major shareholders and the shareholding 
pattern are disclosed in note 17.

The activities of the company are organised on the principles of Shari’a.  The principal activity of the Company is to manage 
the General and Family retakaful activities and investments by adopting wakala and mudarabha model respectively, on 
behalf of the participants (policyholders) in accordance with the Islamic Shari’a principles. The Retakaful activities are 
organised on an underwriting year basis with the participants’ pooling their contributions to compensate for losses suffered 
in the pool on occurrence of a defined event. 

2.	 SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared in accordance with Financial Accounting Standards issued by the Accounting 
and Auditing Organisation for Islamic Financial Institutions (AAOIFI) as supplemented by applicable International Financial 
Reporting Standards (IFRS) and are consistent with prevailing practice within the insurance industry.  

The Company’s financial statements are presented in U.S. Dollars, which is its functional currency as its share capital and a 
significant proportion of its business, assets and liabilities are denominated in that currency.  

Comparative figures have been reclassified, where necessary, to conform to the current year presentation.  

The significant accounting policies of the Company are as follows:

BASIS OF PREPARATION
The financial statements are prepared under the historical cost convention as modified by the revaluation of certain 
investment assets, which are stated at their fair value.  

The Company maintains distinct accounts, in accordance with applicable Shari’a principles, for participants’ funds and 
shareholders’ funds.  The results of operations attributable to participants are set out in the Statement of Participants’ 
Revenue and Expenses and all related assets and liabilities are reported in Participants’ Balance Sheet.  

INVESTMENTS
Investment securities are classified as ‘held for trading’, ‘available for sale’ or ‘held to maturity’.  Management determines the 
appropriate classification of investments at the time of purchase.

Securities are classified as held for trading if they are acquired for the purpose of generating a profit from short-term 
fluctuations in price.  Investments in Sukuk securities that the management has the intent and ability to hold to maturity are 
classified as held to maturity. Securities intended to be held for an indefinite period of time and those that are not classified 
as held for trading or held to maturity are classified as available for sale.  
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2.	 SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

All purchases and sales of investments are recognised at the settlement date.  All investment assets are recognised initially 
at cost.  After initial recognition, investments are valued using principles described below.

Investments held for trading and investments available for sale are carried at fair value.  Held to maturity investments are 
carried at cost, less any adjustment necessary for impairment.  

The fair value of publicly traded investments is based on quoted market values at the balance sheet date.  Fair values of 
other investments are estimated at realisable values.  Where it is not possible to estimate the fair value, the asset is carried 
at cost.  

PROVISION FOR IMPAIRMENT OF FINANCIAL ASSETS
A provision is made in respect of a financial asset that is impaired if its carrying amount is greater than its estimated 
recoverable amount.  

Provisions for assets carried at amortised cost are calculated as the difference between the carrying amount of the assets 
and the present value of expected future cash flows.
 
In the case of available for sale financial assets, the Company assesses at each balance sheet date whether there is an objective 
evidence of impairment of such assets. If any such evidence exists, the impairment is recognised in income.  Impairment 
recognized is not reversed subsequently except in case of Sukuk securities. 

RECEIVABLES
Receivables are carried at anticipated realisable values after provision for impairment. A provision for impairment is 
established when there is evidence that the Company will not be able to collect all amounts due according to the terms of 
the receivables. Bad debts are written off during the year in which they are identified.

DEPOSITS
Deposits comprise contribution and claim deposits with cedants in accordance with policy terms and are carried at 
anticipated realisable values after provision for impairment.  A provision for impairment is established when there is evidence 
that the Company will not be able to collect all amounts due according to the terms of the deposits. Irrecoverable deposits 
are written off during the year in which they are identified.

INTANGIBLE ASSETS
Expenditure on software, patents and licenses are capitalised and amortised using the straight line basis over their expected 
useful lives, not exceeding a period of 5 years.

FIXED ASSETS AND RELATED DEPRECIATION
	Fixed assets are stated at cost less accumulated depreciation. The cost of additions and major improvements are capitalised; 
maintenance and repairs are charged to expense as incurred.  Gains or losses on disposal are reflected in other income.  
Depreciation is provided on straight-line basis over the expected useful lives of the assets. 

PROVISIONS
Provisions are recognised when the Company has a present legal or constructive obligation as a result of past events, it is 
probable that an outflow of resources will be required to settle the obligation and a reliable estimate of the amount of the 
obligation can be made.  Employee entitlements are recognised when they accrue to employees, with a provision being 
carried for the estimated liability as a result of services rendered upto the balance sheet date.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

POST EMPLOYMENT OBLIGATIONS
The Company operates a defined benefit plan for its employees.  For defined benefit plan, the accounting cost is charged to 
the income statement so as to spread it over the expected service lives of employees. The accounting costs under this plan 
is measured as the present value of the estimated future cash outflows using returns of government securities, which have 
terms to maturity approximating the terms of the related liability.

EMPLOYEE LONG TERM INCENTIVE SCHEME
The Company operates a cash settled, share-based compensation scheme.  The fair value of the employee services received 
in exchange for virtual shares is recognized as an expense.

The total amount to be expensed is spread over the financial year to which the award pertains (Scheme year) and the 
vesting period of two years from the end of Scheme year in the proportion 60:20:20.

At each balance sheet date, the liability is revalued with reference to the book value of the virtual shares allocated and the 
impact of the revaluation is recognized in the income statement with a corresponding adjustment to the liability.

ISTISNA’A FINANCING
The Company capitalises the advance rental payments relating to Istisna’a availed for development of property.

RECOGNITION OF UNDERWRITING RESULT
	Retakaful business is accounted on an annual accounting basis.  

Specific accounting policies relating to individual items of retakaful revenues and costs and technical provisions are 
explained below for each relevant item.

CONTRIBUTIONS
Gross contributions written comprise the total contributions in relation to contracts incepting during the financial year, 
together with adjustments arising in the financial year to contributions receivable. It includes an estimate of pipeline 
contributions, being those contributions written but not reported to the Company at the balance sheet date. Pipeline 
contributions are reported as accrued contributions.

Contributions, net of reinsurance, are taken to income over the terms of the related contracts or policies.  Unearned 
contributions are those proportions of the contributions accounted for, which relate to periods of risk that extend beyond 
the end of the financial year; they are calculated based on a time apportionment basis. A provision for unexpired risks is 
made for estimated amounts required over and above provisions for unearned contributions to meet future claims and 
related expenses on business in force at the balance sheet date.  Such provision, where necessary, is made on the basis of an 
assessment of segments in which policies with similar risk profile are grouped together. 

CLAIMS AND RELATED EXPENSES
Claims and related expenses are accounted for based on reports received and subsequent review on an individual case 
basis.  Provision is made to cover the estimated ultimate cost of settling claims arising out of events, which have occurred by 
the end of the financial year, including unreported losses, and claims handling expenses.  Provision for unreported claims is 
established based on actuarial analysis and application of underwriting judgment having regard to the range of uncertainty 
as to the eventual outcome for each category of business.

POLICY ACQUISITION COSTS
Commissions, taxes, brokerages and other variable underwriting costs directly associated with acquiring business are 
amortised over the period in which the related contributions are earned.  Policy acquisition costs that relate to periods of 
risk that extend beyond the end of the financial year are reported as deferred policy acquisition costs.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

REINSURANCE ARRANGEMENTS
As part of managing takaful risks, the Company enters into contracts with other reinsurers for compensation of losses on 
retakaful contracts issued by the Company. 

Compensations receivable from reinsurers are estimated in a manner consistent with the corresponding claim liability.  The 
benefits and obligations arising under reinsurance contracts are recognised in income and the related assets and liabilities 
are recognised as accounts receivable, reinsurers’ share of technical provisions and accounts payable. 

LIABILITY ADEQUACY TEST
At each balance sheet date, liability adequacy tests are performed to ensure adequacy of the contractual liabilities net of 
related deferred acquisition costs. In performing these tests, current best estimates of future contractual cash flows and 
claims handling and administrative expenses are considered. The tests are performed on a portfolio basis where policies 
with similar risk profile are grouped together as a portfolio.  
 
SURPLUS/DEFICIENCY IN PARTICIPANTS’ FUNDS
Surplus in Participants’ Funds represents accumulated gains on retakaful activities and are distributed among the participants 
by underwriting year on development of business. The timing, quantum and the basis of distribution is decided by the 
Shari’a Supervisory Board of the Company. 

Deficiency in Participants’ Funds is made good by an interest free loan (Qard Hassan) from the Shareholders’ Funds. This loan 
is to be repaid from future surplus arising from retakaful operations. This loan is tested for impairment and the portion of the 
loan that is considered impaired is charged to income.

On liquidation of the Company, the surplus, if any, in the participants’ fund will be donated to charity or distributed to 
participants in accordance with the decision of the Shari’a Supervisory Board.

WAKALA FEE
The Company manage the General and Family takaful operations on behalf of the participants for a wakala fee calculated 
as a proportion of gross contributions. The investments of the participants are also managed by the Company for a share in 
the investment income on the basis of mudarabha model.  Wakala fee is deferred in proportion of unearned contribution to 
gross contribution written.

INVESTMENT INCOME
Investment income comprises profits and dividend receivable for the financial year.  Gains and losses arising from changes 
in the fair value of investments held for trading are included in the income statement in the period in which they arise.  

Up to June 2008, gains arising from changes in the fair value of available for sale investments were recognised in equity and 
losses were recognised in income after it is set off against gains previously recognised in equity.  

In accordance with amendments to FAS17, investment, effective 1 July 2008, gains and losses on available for sale investments 
are recognised in equity, provided the investments are not impaired.  When available for sale investments are disposed, the 
related fair value adjustments in equity are included in the income statement.  

FOREIGN CURRENCY TRANSLATION
Transactions denominated in currencies other than U.S. Dollars are recorded at the rates ruling at the date of the transaction. 
Assets and liabilities denominated in currencies other than U.S. Dollars are translated at year-end exchange rates. 

Unrealised gains or losses on translation of participant’s investments denominated in foreign currencies are taken to 
participant’s statement of revenue and expenses except in respect of non-monetary available for sale investments, which 
are taken to participant’s balance sheet until they are disposed.
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2.	 SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

Unrealised gains or losses on translation of shareholder’s investments denominated in foreign currencies are taken to 
shareholder’s income statement except in respect of non-monetary available for sale investments, which are taken to 
shareholder’s equity until they are disposed.

All other foreign currency gains and losses are taken to participant’s statement of revenue and expenses or to shareholders 
income statement as appropriate. 

 3.	 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

	In the process of applying its accounting policies, the Company makes estimates and judgements that have an impact on 
the amounts recognised and reported in the financial statements. These estimates and judgements are based on historical 
experience, observable market data, published information and other information including expectations of future events 
that are believed to be reasonable under the circumstances.  The estimates and judgements that have a significant impact on 
the recognised amounts in the financial statements and the processes used to determine these estimates and judgements 
are described below:
	
i)    Ultimate contributions
	The estimate of ultimate contributions is based on contribution income estimates provided by participants, which is then 
adjusted to reflect underwriters’ judgement taking into account market conditions and historical data.  This estimate is 
subject to review by underwriters and actuaries.

ii)    Claims and related expenses
	The estimate of ultimate losses arising from existing retakaful contracts include unreported claims.  Provisions for unreported 
claims are estimated based on actuarial analysis and application of underwriting judgment having regard to the range of 
uncertainty as to the eventual outcome for each category of business. The ultimate retakaful liability also includes the costs 
to administer the claims. 

4.	 MANAGEMENT OF RETAKAFUL RISKS

Risks under retakaful contracts arise from uncertainty regarding the occurrence of the insured event and the amount of the 
resulting claim.  In addition to underwriting risks, the Company is also exposed to other related risks such as credit, currency 
and liquidity risks.

The following is a summary of policies adopted to mitigate the key retakaful risks: 

i)    Underwriting risks
Underwriting risks are managed principally through policies and guidelines for accepting risks and reinsurance 
arrangements.

Risks are accepted based on an evaluation of pricing and prior underwriting experience in accordance with underwriting 
guidelines that have been laid out for each line of business. Underwriting guidelines are constantly reviewed and updated 
to take account of market developments, performance and opportunities. Accumulation limits are set to control exposures 
to natural hazards and catastrophes. Various approval limits are specified for accepting risks.

The reinsurance strategy is designed to protect exposures to individual and event risks based on current risk exposures 
through cost effective reinsurance arrangements. 

Reserving risks are addressed by ensuring prudent and appropriate reserving for business written, thus ensuring that 
sufficient funds are available to cover future claims. Reserving practices involve the use of actuarial analysis and application 
of underwriting judgement. These are supplemented by periodical independent actuarial reviews for determining the 
adequacy of provisions.
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4.	 MANAGEMENT OF TAKAFUL RISKS (CONTD.)

ii)    Credit risks
Credit risk under retakaful contracts is the risk that a counterparty will be unable to pay amounts in full when due.

Credit risk is controlled through terms of trade for receipt of contribution and in certain cases enforcement of contribution 
warranty conditions. Most of the counterparties are takaful cooperative or Islamic insurance companies that are generally 
not rated.  However, there are no significant exposures from any one counterparty. 

Reinsurance arrangements are effected with reinsurers whose creditworthiness is assessed on the basis of satisfying 
minimum rating and financial strength criteria. Exposure to any single reinsurer generally does not exceed a maximum of 
25% of total exposure and risks are generally placed with counterparties with minimum investment grade rating.

iii)    Currency risks
A foreign exchange currency risk is the risk that the fair value or future cash flow of assets and liabilities fluctuate on account 
of changes in foreign exchange rates in which these assets and liabilities are denominated. As most of the assets and 
liabilities are denominated in the functional currency, US Dollars or in currencies that are hedged or hedged within a range 
to the US dollars, there is no significant currency risk. 

iv)    Liquidity risks 
Liquidity risk is the risk that cash may not be available to pay obligations when due. Limits have been specified in the 
investment policy and guidelines that requires a significant portion of investment funds representing takaful liabilities to 
be held in cash or readily marketable investment securities.   

5.	 SHARI’A SUPERVISORY BOARD

The company’s business activities are subject to the supervision of the Shari’a Supervisory Board consisting of three 
scholars appointed by the General Assembly for a period of three years. The Shari’a Supervisory Board has the power 
to review the Company’s business operations and activities in order to confirm that the Company is complying with 
Shari’a rules and principles. The Shari’a Supervisory Board will have access to all the Company’s records, transactions and 
information sources. 	

6.	 CASH AND CASH EQUIVALENTS

	 US$ ’000

2008 2007

Cash and bank balances 25,992 18,107

Islamic deposits with short term maturities 53,211 62,789

79,203 80,896

Details of significant terms and conditions, exposures to credit, profit rate and currency risks are as follows:
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6.	 CASH AND CASH EQUIVALENTS (CONTD.)

i)    Credit risk:

Bank balances and Islamic deposits with short term maturities are held with a portfolio of diversified leading financial 

institutions with minimum prescribed financial strength.  

ii)     Profit rate risk:
2008 2007

Profit receivable basis:

 -  Bank balances Daily/monthly Daily/monthly

 -  Deposits with short term maturities Quarterly/monthly Quarterly/ monthly

 -  Effective profit rates 0.7% to 4.5% 4.4% to 5.0%

iii)    Currency risk:
	 US$ ’000

2008 2007

U.S. Dollar 51,061 62,719

U.A.E. Dirhams 27,155 15,233

Bahraini Dinar 739 2,759

Other 248 185

79,203 80,896

iv)    Bank balance of US$ nil million (2007: US$ 0.1 	million) is held by the Parent Company for beneficial interest of 

the Company.

7.	 INVESTMENTS
	 US$ ’000

2008 2007

Held for trading

Common stock of listed companies 17,761 33,384

17,761 33,384

Available for sale

Sukuk securities

-  Investment grade 969 1,012

-  Non-OECD country governments 2,025 2,044

-  Other 7,624 6,995

Other 12,698 10,725

23,316 20,776

41,077 54,160

Details of significant exposures to credit, currency and liquidity risks on investments are as follows:
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7.	 INVESTMENTS (CONTD.)

i)    Credit risk:

The Company limits its investment concentration in any one Sukuk security, common stock of listed companies and 

alternative investments to 5% of its respective asset class portfolio or US$ 5.0 million in each asset class, whichever 

is higher; and in any one issuer in a single asset class to 10% of its respective asset class portfolio or US$ 10.0 million 

in each asset class, whichever is higher.

The Company also limits its investment concentration in all asset class by any one issuer to 20% of its total 

investment.

ii)    Sukuk securities – profit rate risk:
	 2008

Profit Effective

receivable basis profit rates 

Non-OECD country government securities 2.3% to 2.9% 5.4% to 6.1%

Other investment grade Sukuk securities 3.0% to 3.0% 5.7% to 5.7%

Other securities 1.9% to 5.5% 3.4% to 7.6%

	 2007

Profit Effective

receivable basis profit rates 

Non-OECD country government securities 5.4% to 6.1% 5.4% to 6.5%

Other investment grade Sukuk securities 6.7% to 6.7% 6.7% to 6.7%

Other securities 5.7% to 7.6% 5.7% to 7.6%

iii)    Sukuk securities – currency risk:

The book value of Sukuk securities classified by currencies in which they are denominated are as follows: 

	 US$ ’000

2008 2007

U.S. Dollar 9,133 8,555

Bahraini Dinar 1,485 1,496

10,618 10,051
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7.	 INVESTMENTS (CONTD.)

iv)    Common stock – currency risk:
The book value of common stock classified by currencies in which they are denominated are as follows:

	 US$ ’000

2008 2007

U.S. Dollar 6,694 13,569

Saudi Riyal 4,609 3,358

U.A.E. Dirham 677 3,251

Euro 1,307 3,842

Bahraini Dinar 440 842

Kuwaiti Dinar 942 901

Pound Sterling 852 1,686

Other 2,240 5,935

17,761 33,384

v)    Sukuk securities - remaining term to maturity:
The principal amount and book values of Sukuk securities are shown in the table below by contractual maturity.  

	 US$ ’000

	 2008

Principal Book

amount value

Non-OECD country government securities:

-  Due in one year or less 550 539

-  One to five years 1,486 1,486

-  More than five years - -

2,036 2,025

Sukuk securities of other investment grade issuers:

-  Due in one year or less 1,000 969

-  One to five years - -

-  More than five years - -

1,000 969

Other Sukuk securities:

-  Due in one year or less 1,573 2,148

-  One to five years 5,509 5,476

-  More than five years - -

7,082 7,624

10,118 10,618
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	 US$ ’000

	 2007

	

Principal Book

amount value

Non-OECD country government securities:

-  Due in one year or less - -

-  One to five years 2,042 2,044

-  More than five years - -

2,042 2,044

Sukuk securities of other investment grade issuers:

-  Due in one year or less - -

-  One to five years 1,000 1,012

-  More than five years - -

1,000 1,012

Other Sukuk securities:

-  Due in one year or less - -

-  One to five years 7,000 6,995

-  More than five years - -

7,000 6,995

10,042 10,051

vi)    Commitments:

The Company has commitments in respect of uncalled capital for certain available for sale investments amounting 

to US$ 1.6 million (2007: US$ 1.6 million)

vii)  Investments amounting to US$ 14.5 million (2007: US$ 29.7 million) are held by the Parent Company for 

beneficial ownership of the Company.
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8.	 ACCRUED INCOME
	 US$ ’000

2008 2007

Accrued contributions 

Expected to be received :

-  Within 12 months 17,013 11,345

17,013 11,345

Accrued profit

-  Expected to be received within 12 months 354 834

17,367 12,179

9.	 RECEIVABLES
	 US$ ’000

2008 2007

Balances due :

-  Within 12 months 7,180 6,018

7,180 6,018

10.	 DEPOSITS
	 US$ ’000

2008 2007

Balances due :

-  Within 12 months 6,403 2,711

6,403 2,711
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11.	 OTHER ASSETS
	 US$ ’000

2008 2007

Balances due within 12 months:

-  Wakala fee due from participants 6,807 7,077

-  Deferred service fee 1,486 1,172

-  Advance towards purchase of property - 3,184

-  Other assets 162 116

8,455 11,549

Service fee is deferred in proportion of unearned contribution to gross contribution written.

12.	 FIXED ASSETS
	 US$ ’000

2008 2007

Information systems, furniture, equipment and other 415 410

Work in progress - Building 16,240 -

Less: accumulated depreciation (205) (110)

16,450 300

Movements in fixed assets :

Net book value at 1 January 300 238

Additions 16,245 156

Depreciation charge (95) (94)

Net book value at 31 December 16,450 300

Work in progress- Building is the office premise of the company under construction in Dubai, U.A.E.  The Company 

has a commitment of US$ 15.8 million (2007: US$ 28.6 million) towards construction of this building.

13.	 RETAKAFUL FUND
	 US$ ’000

2008 2007

Claims outstanding 6,966 5,096

Unreported losses 13,317 6,968

Unearned contributions 15,585 11,418

35,868 23,482
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14	 ISTISNA’A PAYABLE

The Company has entered into an Istisna’a arrangement of US$ 12.7 million for financing the development of office 

premises which is repayable over a period of 4  years from August 2009 to February 2013.

 

15.	 MOVEMENTS IN RETAKAFUL LIABILITIES AND ASSETS 	
US$ ’000

2008 Gross Reinsurance Net

Claims  

Balance at the beginning of the year 12,064 - 12,064

Increase in provision during the year 18,608 - 18,608

Claims settled during the year (10,389) - (10,389)

Balance at end of year 20,283 - 20,283

Unearned contribution

Balance at the beginning of the year 11,418 - 11,418

Increase in provision during the year 4,167 - 4,167

Balance at end of year 15,585 - 15,585

Deferred policy acquisitions costs

Balance at the beginning of the year 3,609 - 3,609

Increase during the year 212 - 212

Balance at end of year 3,821 - 3,821

US$ ’000

2007 Gross Reinsurance Net

Claims  

Balance at the beginning of the year 2,955 - 2,955

Increase in provision during the year 9,733 - 9,733

Claims settled during the year (624) - (624)

Balance at end of year 12,064 - 12,064

Unearned contribution

Balance at the beginning of the year 8,970 - 8,970

Increase in provision during the year 2,448 - 2,448

Balance at end of year 11,418 - 11,418

Deferred policy acquisitions costs

Balance at the beginning of the year 2,233 - 2,233

Increase during the year 1,376 - 1,376

Balance at end of year 3,609 - 3,609
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16.	 OTHER LIABILITIES
	 US$ ’000

2008 2007

Wakala fee 6,807 7,077

Service fee 2,579 1,458

Accrued expenses 49 36

Post employment benefits (note 23) 225 109

Employee long term incentive scheme 86 103

Investment performance fee - 832

Other 1,458 1,021

11,204 10,636

Balances due: 

-  Within 12 months 10,979 10,527

-  After 12 months 225 109

11,204 10,636

 

17.	 SHAREHOLDERS’ EQUITY 

i)    Share capital:
	

a)    Composition:
	 US$ ’000

2008 2007

Authorized

500 million ordinary shares of US$ 1 each 500,000 500,000

Issued, Subscribed & Fully Paid-up

125 million ordinary shares of US$ 1 each 125,000 125,000

b)    Major Shareholders
Shareholders who have an interest of 5% or more of the outstanding shares are as shown below:

Nationality

No. of shares

(in millions)

% of total

outstanding sharesName

2008 2007 2008 2007

Arab Insurance Group Bahrain 67.5 67.5 54.0 54.0

Dubai Investments PJSC UAE 12.5 12.5 10.0 10.0

Emirates Funds LLC UAE 12.5 12.5 10.0 10.0

Emirates Industrial Bank UAE 12.5 12.5 10.0 10.0

Islamic Development Bank KSA 12.5 12.5 10.0 10.0
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17.	 SHAREHOLDERS’ EQUITY (CONTD.)

c)    Shareholding pattern
The shareholding pattern in the outstanding shares of the Company is as follows:

No. of shares

(in millions)

No. of

shareholders

% of total

outstanding sharesName

2008 2007 2008 2007 2008 2007

Less than 1% 1.2 1.2 2 2 1% 1%

1% to 5% 6.3 6.3 2 2 5% 5%

5% to 10% 50.0 50.0 4 4 40% 40%

10% and above 67.5 67.5 1 1 54% 54%

ii)    Investment revaluation reserve: 
Investment Revaluation Reserve comprises gains or losses arising from remeasurement of available for sale 

investment assets. These gains or losses are carried in the reserve until the assets are disposed of, at which time the 

gains or losses are included in income. 

18.	 WAKALA FEE

Wakala fee for managing retakaful activities 
	 US$ ’000

2008 2007

Gross contributions written 34,033 20,340

Wakala fee 6,807 4,067

Deferred wakala fee (845) (488)

5,962 3,579

19.	 INVESTMENT (LOSS) INCOME
	 US$ ’000

2008 2007

Shareholders’ funds

Profit income 2,667 4,419

Dividends 672 300

Realised (loss) gain (2,929) 4,853

Unrealised (loss) gain (11,222) 3,353

Impairment loss (556) -

Other (214) (1,170)

(11,582) 11,755

The effect of change in accounting policy due to amendments in FAS17 is a gain of US$ 1,639, being the fair value loss on 

available for sale investment 
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20.	 OPERATING EXPENSES
	 US$ ’000

2008 2007

Salaries and benefits 1,111 754

General and administration 3,886 2,997

4,997 3,751

 

21.	 (LOSS) EARNING PER SHARE ATTRIBUTABLE TO SHAREHOLDERS

Basic (loss) earnings per share has been computed as follows:

  2008   2007

Average number of shares outstanding ’000 125,000 125,000

Net (loss) profit US$’000 (10,568) 11,574

(Loss) earnings per share US$ (0.08) 0.09

			 

22.	 EMPLOYEE LONG TERM INCENTIVE SCHEME

The Company operates a cash-settled, share based compensation scheme. Awards under the scheme are subject 

to the Company achieving specified minimum rates of return to shareholders and are determined based on an 

evaluation of employee performance against objectives agreed in advance. Virtual shares are allocated at the end of 

the financial year, being the allotment date, based on the book value of the Company’s shares at the beginning of the 

financial year. These virtual shares will vest in the employees after two years from the allotment date. 

The effect of the Scheme on the financial statements is presented below:
	 US$ ’000

2008 2007

Liability 86 103

Expense (17) 25
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23.	 POST EMPLOYMENT BENEFITS

The Company operates a post employment plan on defined benefit basis. Eligibility for participation in the defined 

benefit plan is based on completion of a specified period of continuous service or date of hire.  Benefits are based on 

the employee’s years of service.

The principal actuarial assumptions used for accounting purposes were:

2008 2007

Discount rate 2.9% 4.0%

Expected return on plan assets 2.9% 4.0%

Future salary increases 3.0% 3.0%

		

The movements in the liability recognised in the balance sheet are:

	 US$ ’000	

2008 2007

Balance at 1 January 109 54

Accruals for the period 116 55

Balance at 31 December 225 109
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24.	 SEGMENT INFORMATION

i)	    Analysis of revenue by primary business segment:

The Company’s retakaful business consists of three main business segments, general treaty, general facultative 

mainly involving underwriting of property and marine classes and family business mainly involving short term 

group policies.

	 	

US$ ’000

Year ended 31 December 2008

Treaty Facultative Family Total

REVENUES :

Gross contributions written 29,986 2,151 1,896 34,033

Outward reinsurance contributions (383) (333) (31) (747)

Unearned contributions - gross (4,141) 111 (194) (4,224)

Net earned contributions 25,462 1,929 1,671 29,062

Investment Income 159 - - 159

25,621 1,929 1,671 29,221

COSTS AND EXPENSES :

Gross claims paid (9,702) (64) (622) (10,388)

Provision for outstanding

claims - gross (1,825) (281) (63) (2,169)

Provision for unreported 

losses – gross (5,629) (477) (249) (6,355)

Claims and related expenses (17,156) (822) (934) (18,912)

Policy acquisition costs (5,191) (442) (310) (5,943)

Change in deferred policy

acquisition costs - gross 278 (66) 6 218

Policy acquisition costs (4,913) (508) (304) (5,725)

Wakala fee (5,169) (453) (340) (5,962)

Segment underwriting result (1,617) 146 93 (1,378)
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24.	 SEGMENT INFORMATION (CONTD.)

US$ ’000

Year ended 31 December 2007

Treaty Facultative Family Total

REVENUES :

Gross contributions written 17,363 1,590 1,387 20,340

Outward reinsurance contributions (387) (268) (39) (694)

Unearned contributions - gross (1,692) (465) (283) (2,440)

Net earned contributions 15,284 857 1,065 17,206

Investment Income 41 - - 41

15,325 857 1,065 17,247

COSTS AND EXPENSES :

Gross claims paid (399) (20) (206) (625)

Provision for outstanding

claims - gross (4,296) (141) (19) (4,456)

Provision for unreported 

losses – gross (3,836) (203) (574) (4,613)

Claims and related expenses (8,531) (364) (799) (9,694)

Policy acquisition costs (5,905) (365) (275) (6,545)

Change in deferred policy

acquisition costs - gross

1,177 146 53 1,376

Policy acquisition costs (4,728) (219) (222) (5,169)

Wakala fee (3,134) (225) (220) (3,579)

Segment underwriting result (1,068) 49 (176) (1,195)
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ii)    Analysis of contributions by secondary business segment – geographical location of the 
risk insured:

US$ ’000

2008

Treaty Facultative Family Total

Gross contributions from: 

-  Middle East & North Africa 23,626 1,714 1,896 27,236

-  Africa 2,098 155 - 2,253

-  Asia 4,262 282 - 4,544

29,986 2,151 1,896 34,033

US$ ’000

2007

Treaty Facultative Family Total

Gross contributions from: 

-  Middle East & North Africa 11,575 1,415 1,265 14,255

-  Africa 1,205 84 - 1,289

-  Asia 4,583 91 122 4,796

17,363 1,590 1,387 20,340

 

25.	 RECONCILIATION OF NET RESULT TO CASH FLOWS FROM OPERATING ACTIVITIES

	

US$ ’000

2008 2007

(Loss) profit from operations (11,977) 10,423

Increase in participants’ funds 8,501 7,834

Change in contribution receivable/payable, net 8,907 (4,576)

Change in accrued income (5,188) (2,443)

Change in other assets/liabilities, net 8,313 (3,331)

Net cash provided by  operating activities 8,556 7,907
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26.	 FAIR VALUE DISCLOSURE

The following table presents the fair values of the Company’s financial instruments:

US$ ’000

2008 2007

Book value Fair value Book value Fair value

ASSETS

Cash and cash equivalents 79,203 79,203 80,896 80,896

Investments 41,077 41,077 54,160 54,160

Accrued income 17,367 17,367 12,179 12,179

Receivables 7,180 7,180 6,018 6,018

Deposits 6,403 6,403 2,711 2,711

Other assets 6,969 6,969 11,575 11,575

LIABILITIES

Payables 3,619 3,619 338 338

Other liabilities 11,204 11,204 10,636 10,636

Istisna’a 12,706 12,706 - -

				  

The information disclosed in the table above is not indicative of the net worth of the Company.

The following methods and assumptions were used to estimate the fair value of the financial instruments:

i.    General:
	The book values of the Company’s financial instruments except investments were deemed to approximate fair value 

due to the immediate or short term maturity of these financial instruments.

ii.    Investments:
The fair value of Sukuk securities, common stock of listed companies and other investments, where applicable, is 

based on quoted market prices.  For certain other investments, which are not listed, a reasonable estimate of fair 

value has been made based on available financial data relating to these investments.
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27.	 RELATED PARTY DISCLOSURES

Related parties represent the Company’s major shareholders, directors and key management personnel. 

The financial statements include the effect of the following transactions with related parties.

US$ ’000

2008 2007

i)    Directors
-  Allowances 24 30

ii)    Key management compensation
-  Salaries and other short-term employee benefits 350 275

-  Post-employment benefits 71 33

-  Share-based payments (17) 25

iii)    Balances payable (net)
Key Management 

-  Maximum balance 175 111

-  Closing balance 193 134

iv)    Balance due to Parent Company (5,357) (413)

All transactions with related parties are conducted on an arm’s length basis. All outstanding balances from related 

parties are expected to be settled within 12 months. No provisions have been required in the period reported for any 

outstanding amounts due from related parties.

28. 	EARNINGS PROHIBITED BY SHARI’A
	

During the year an amount of US$ 9,087 (2007: US$ 29,486) was indentified as earnings from transactions that are not 

permitted by Shari’a. This amount is excluded from income and transferred to Al Khayrate account which will be distributed 

under the supervision of the Shari’a Supervisory Board.

29.	 ZAKAH

The Company’s Shari’a Supervisory Board has approved Zakah that is computed on a net asset basis and amounts to US$ 

0.0209 (2007: US$ 0.0273) on each share of the share capital. Zakah due is advised to shareholders and it is payable directly 

by the shareholders.

30.	 COMMITMENT – PARTICIPANTS FUNDS

The Company has a commitment to provide an interest free loan (Qard Hassan) of US$ 2.6 million (2007: US$ 1.2 million) to 

cover the deficiency in the participants’ fund.
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