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AL SAFWA ISLAMIC FINANQIAL SERVICES (PJsC) T

DIRECTORS* REPORT

* -

The d_irec_tO{s h‘ave pleasure in Presenting their report together with the audited Financial Statements of Al Safwa .‘
Islamic Financiai Services PISC for the year ended December 31,2011, -- -

T TR ST
HIH&HCIa) Rcanﬂa

Like previous years, the year 2011 was grip;ged_with.ﬁnancial_market-crises, financial market especially thc; équity'

. market remained under pressure during the year. The local market indices touched their lowest level during the last
, . five years. . " : L T . o .
o Despite low' market volime Al Safwa Brokerage revepile surged by 30%, but it declared. cumulative losses .of
%ﬁ AED21.06 Million as follows . :
i i Losses on subsidiary valuation, disposal & inipainnent(properties) AEDI14.87 Million. i
* . Provisioning on receivable from customers, . AED03.56 Million -
*  Losses from operation AEDO02.63 Million .
. . : ) . . i
]
I , . We hope the year 2012 would be better as we foresee some stability in the region. which would have positive impact ,
- ' on the focal market ~ . . R : . - . ) . 1
l: The Board of Director.s: comprises of the !foﬂliwing;‘ . . I % ' i
~Nane——= —— —= —Desigmation = - — p
- Sk Abd El Aziz Bin Humaid Bin Rashid Al Noaimi Chairman - .
B j Sk Mohamed Bin Ali Bin Rashid ‘Al Nuaimi - Vice Chairman = . A v
; Mr. Khalifa Yousif Abdulla Husain Khouri Board Member
| Mr. Ahmed Darwish Dagher Al Marrer ) Board Member
| 3 Mr. Khalifa Moh’d Al Muhairi : Board Member -
: J Mr. Abd El Aziz Husain Khouri ‘ . Board Member . . )
' T Mr. Murtadha Ahmed Sultan- Board Member ) °
Mr.Ali Hussain Al Sada . Board Member ' ]
Mr. Suliman Haider Board Member

i On behalfof the Bdard, I'would like to appreciate the services of the management and employees for their:
dedications and hard work and expect them to perform better in future,
AUdith' §ﬁ-:—:;,:;__ . '

Rt

gl a1 ! ﬁ; "-.P-‘::’-.. - ‘ “ - .
KPMﬁ‘hé's‘béen@pﬁbjnted as auditor of the company for the year 2011, they are eligible forre-

ap’iiéinf?nent_andﬁavé expressed their willingness to continue for the year 2012
-'.té ":-'3- e _‘?. & (- ’ v
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qoub Ali Saeed- :
R e Lk *
i . .
Dubdi Main Office: Tel: +971 4 328911 I, Fax:+971 43311120
5 . " PO. Box: 185085, Dubai-UAE . . ‘ )
3 - Sharjah Office: Tel: +971 6 5190888, Fax:+97] 6 5542406 -
. - : SO RO. Box : 38499, Sharjah - UAE- . ~._
L e 0 Email admin@aisafwa.ae™ _. . "~ - = i
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The Shareholders _
Al Safwa Islamic Financial Services (PJSC) g

-

Report on the Unconsolidated Fil;anﬁcial St#tements -

P

We have audited the accompanying unconsolidated financial statements of Al Safwa Islamic Financial Services PJSC
{“the CoE'npany”). which comprise the unconsolidated statement of financial pésition as at 31 December 2011, the
uncons_o_hdatgd statements-of comprehensive income, changes in equity and cash flows for the year then ended, and n’otes
comprising a summary of significant accounting policies and other explanatory information. -

Management’s Responsibility for the Unconsolidated Financial Statements

Management. is responsible for the preparation and fair presentation of these unconsolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management determines, is
necessary to enable the preparation of unconsolidated financial statements that are free from material misstatement,
whether due to fraud or error. o T . )

Auditors' Responsibility

"Our responsibility is to express an opinion on these unconsolidated finaricial statements based on our audit, We conducted

our audit in accordance with Inteational Standards on Auditing: Those standards require that we comply with ethical
requirements, and plan and perform the audit to obtain reasonable assurance about whether the unconsolidated financial

)

statements are free from material misstatement. °

= -

An—audit~involves performing. procedyres 1o obtain ‘audit evidence about the amounts and disclosures in the

unconsolidated financial statements. The procedures selected depend on our judgment, including the assessment of the
risks of material misstatement of the unconsolidated financial statements, whether due to fraud or error. In making those.
risk assessments, we consider internal control relevant to the entity's preparation and fair presentation of the
unconsolidated financial statemerits 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 intemnal 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 unconsolidated financial statements.

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

-
a

Opinion v

In our opinion, the unconsolidated financial statements present fairly, in all material respects, the unconsolidated financial
position of the Company as at 31 December 2011, and its unconsolidated financial performance and its unconsolidated
cash flows for the year then ended in accordance with International Financial Reporting Standards and comply with the
relevant Articles of the Company and thé UAE Federal Law No. 8 of 1984 (as amended).

Report on Other Legalhand Regulatory Requirements A

As required by the UAE Federal Law No.. 8 of 1984 (as amended), we further confirm that we have obtained all
information and explanations necessary for our audit, that proper. financial records have been kept by the Company, and
the contents of the. Directors report which relate to these unconsolidated financial statements are in agreement with the

Company's financial records. We are not aware of any violation of the above mentioned Law and the Articles of

Association having occurred during the year ended 31 December 2011, which may have had a material adverse effeét on
the business of the Company or its financial position, )

W 29 N2 :

Vijendranath Malhotra
Registration No: 48 B - _.
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Kﬁh;qu registersd i 1he UAE and a member fim of the KPMG network of independent mmember firms:
- T~ affiliated with KPMG Jntegnational Copperativa §"KEMB Intemational”), &-Syiss.enity. All rights reserved.




Al Safwa Islam1c Fi 1nan01al Serv1ces (PJ SC) *

. Unconsolidated statémerit of fi nancial position - i =T T
As at’3l December 2011 : YoeL .
. - om . 2010 h
. B . _ . Note AED _ AED !
. - Assets’ e T " h - R . '
. Non-current.assets ~ o e . ) B
* P ﬁ. i d i ;. £ ’ ) " - . “ 3 ‘“m E
I;s::mia:_ esqu;l{f;ﬂnt : ) I . 5,191;452 5,620,161 .
tment in subsidi ' B
Pl ’ ] o f 3 ) - 998,298 ;
[ i ‘ N T ———— ————— e
. ' Total non-current assets ~ 5,191,452 6,618,459
] ' Current assets.
T Available-for-sale investment - 3 3,923,865 6,293,498 T
. m Trade teceivables, depaosits, prepayments and other recelvables 7 4i,662,861 " 58,154,382
? Amount due from reIated parties 8 20.044,203 32,892,701 1
Cash and bank balances 9 37,623,225 i 22,057,388 1
Total current assets " 103,254,154 119,397,969 ’
- . ) . - — ———— :
~  Total Assets . 108,445,606 - 126,016,428 \
Eq;xity ] > . .
* Share capital 5 ’ "10 129,841,748 129,841,748
) - Statutory reserve ig v 1,934,871 1,934,871 .
" . Genefal reserve . ST A e 10T 1,934,871 . 1,934,871 "
. Employeeg’ performance share program . = - ila ‘(2,_000,:000) (2,000,000) . s
e - ~Accumulated fosses = ¥ .- i - L (42,669,288)w (21,605,596 ) suprernes :
, . s : : SADAS03)
T -"“Ttal equity; ' - 89,042,202 110,105,894-
Non-current liabilities . . .. !
Employees® end of service benefits 12 . 439,031 371,593 1
. . S, ————————— |
. Current liabilities ‘ . .
Trade and other payables 13 18,663,013 12,883,711 !
- Amount due to related parties '8 301,360 1,205,685 1
. ZaKat payable * o i6 - 1,449,545 ’
k _ . — e e—————
Total current liabilities 18,964,373 15,538,941
- . - Total liabilities ’ ) 19,403,404 15,910,534 "
r—rr———— A e r— .
o ‘ . 108,445,606 126,016,428

Total equity and liabilities

The notes on pages 8 to 23 are an integral part of these unconsolidated financial statements.

These unconsolidated financial statements wete approved a and authonsed for issuc by the Board of Directors on Junuary 29, 2012 and ..
- signed on its behalf by «

Ty




: l .- Al Safwa Islamic Financial Services (PJSC). - -
: . Unconsolidated statement of comprehensive income - = - - | - -
N ] -~ {orthe year ended-31 December 2011 o TR T e - -
. . S o B : © 2011 2010
| } ] e ' © Note © AED AED
' Commission income - 6,310,650 4,849,452 -
—{ Other income . 126,792 244,362
‘ ] Total income - : 6,437,442 5,093,814 |
1 | Staff salaries and benefits 14 (4,207,185) (4,239,582)
¥ Advertisement and business promotion " - . (95,727) (155,270) '
] Administrative and general expenses 15 4,771,530) (3,538,233)
. " (Provision)/reversal of provision against 7 B ‘ :
receivables N " . (3,558,135} 2,972,4?6 ‘)
l impainhent' on investment in subsidiary’ 3 i (998,298) " (9,001,702)
N ] Impairment on amount due from subsidiary . & (13,870,259) -
" Netlossfortheyeai® ~ - I  (1,063,692) * (8,868,517) !
T . . _ . T |
~y .7 Other gorqlirehe!lsiye income for the year: * - ” i T - 0
Zakat for the year 2010 - (1,449,545) i
Zakat for the year 2011 16 - . l
) T |
Total comprehensive loss for the year (213_063,692) (10,318,062) 1
: _ :
_ The notes on pag;s 8 to 23 are an integrali part of thése unconsolidated financial statements. !
The independent auditors’ report is set-out on page 2.
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. ‘ P
5 ’Al Safwa Islamic Financial Services (PJSC) b
Unconsohdated statement of changes in equity 'l 1 -
1" j o For the year ended 31 December 201} . 5 1
? v .o Employeeg®” . ;
cho i - | - erformance S
L ISR x Statutory General pe share Accumulated !
,* * . . Share capital reserye reserve program losses =+ Total,
Sl o : AED ~ AED " AED = . AED AED ED - §
4;% ':J:f*At 1 January 2010 S 129,841,748 - 1,934,871 1,934,871 (2,000,000) (8,790,699 122,920 791
FIE AT " y . 1 A ' I : 3 2 [
?ﬁf f‘:{ LI " TR -:I"------....-. ' oTTm—— Tt T e - = i
iy { Total comprehensive Ioss for the year g ] :
.,;.nj | " . . R ¢ ) - ) \ ‘ * ,
gﬂ i, Loss fortheyear ', - . SR - IR . - (8,868;517) (8,868,57) ]
"L ‘Other camprehenszve mcome for the year ) ) ; : .
; Zakat . v tw R - - (1,449,545) (1,449,545) , !
* . 2 = ; 1 4
; o, 4+ . N N » """.-'-":““‘ e mm———— '~ Py T —— TS ne—— ————————— ——————— K 1! .
S Other comprehenswe income for the year " - o - - (1,449,545) (1,449,545) * -
- i 3 ? i ot
‘ \ - et T e o i
v_m!;,,:, 4 n" 4 . . Ty
i ? ’ To?al comprehenswe loss for the year - N i - (1 0,318 062) (10,318,0 b2) i
J:;" ;‘1. b ’ T T ‘-f,! ------------ TR s -
' Q{ 'I‘ransactmns with owners, recorded directly-in ! . .
*ift o 4 Eqmty i , , _,
: ', ) Dmdend . . - - - (2,496,835) (2,496,835)
J g‘; ‘ At 31 Decemher 2010 - 129,841,748 . 1,934,871 1,934,871 (2,000,000) (@L605596) 110,10 5,519 4
m;, ¥ i —_——— e ’ e . - t N . P
::f‘ S o [ | R
_;; i *'The notes on pages 8 to 23 are an mtegral part of these unconsolidated financial staten tents,
" " " The mdependent audltors report is set on page 2.
By ‘:"m -y | ' !
R ' X
f:l;;: -!),. =’i]- P 1 i ‘._ ' ] " . -3
sp o, ' ., 5. :
T ST M . I
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, "Total comprehensive loss for the year
n 5 Loss, forthe year -
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Other comprehensive i zncome for the year

1 tZakat (refer note 16)

a % :

S Other comprehens:ve mcome for the year
e 7 oa
ﬂ’!

,

iy AL 31 December 2011
;$32‘
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" The notes-on pages § to 23 are an mtegral part of these unconsolidated financial staten
"+ The independent avditors’ report is set on page 2.

Al Safwa Islannc Fmanclal Services (PJ S C)

‘Unconsohdated ‘statement of changes in equity
4For the year ended 31 December 2011

Share capital
AED
120,841,748

Statutoﬂgl'
-Teserye
AED
1,934,871

General
reserve

AED
1,934,871

o e

i e ——-———————
*

-----------

129,841,748

r——————
aaaaa———1

1,934,871

E

Frmstrress s peastesssessces

a [

- (21,063,692) -

v— . § N e H
i . ’:
‘1” ' ! ® . ';: E)
i
| ’ 1.
Employees® v *
" performance .
share Accumulated - e
program : losses " Total »
AED " AED AED
(2,000,000) (21,605,596) 110,105,894

o =

LIE

y N S
(’2“],063,692) i

, - (21,063,692)

et ——

X -
1 - - ¥ -
*
-
v
x
- » - -
s
= o T
- yE . — .

(21 063,692)

- = e

*

1,934,871 ti,OOO,GlUO) (42,669,288) ’ 89,042,%0}
3 ' ?
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Al Safwa Islamlc F1nanc1al Servwes PJ SC)

-

IInconsohdated.statement.of ¢ash-flows

For the year ended 31 Deéember 2011 -

-’

L3

2011 2014
J ; -~ AED . AEL
" . Cash flows from operating activities B ¢
) Net loss for the perioa (21,063,692) (10,318,062
}- Adjustments for: - o i }
Depreciation N 533,810 543,17«
] Provision for employees’ end of service benefits 127,134 124,367
Provision/ (reversal) of provision against receivables " 3,558,135 (2,972,456
! “Impaxrment on mvestment in subsidiary 998,298 9,001,702 |
} Impairment on amount due from subs:d:ary 13.870.259 -
=) Profit from Murabaha (126,792) (244,362)
} (2,082,848) (3,865,637)
Working capital changes: ' ) ’
Change in trade receivables, deposxts prepayments and other
receivables ) 12,933,386 (2,229,504)
© Change in amount due from related parties (1,021,761) 3,928,648
Change in trade and other payables 942,188 (4,401,730)
. Change in-amount due to'related parties . T, (504,325) - 39,110
Zakatpaid | . . T (1 ,449,545) 170,727
} . Less: Emp!oyees ~end of service benefits pazd R - (59,696) .
' Net cash from/(uséd in) operatmg activities. -~ §,357‘,400 (6,35 8,38%)
Cash flows Ig'om investing activities ‘ )
Acquisition of property and equipment (125,101) (158,821)
Y Profit received from Murabaha 126,792 244,362
Reduction in‘available for sale investment 2,369,633 -
Net cash Jrom investing activ:gt}es 2,371,324 85,541
Cash flows from financing activities
Dividend paid - (2,496,835) |
—— i re————=n o ——————————— ;
1 Net cash from financing activities - (2,496,835) !
Net change in cash and cash equivalents 10,728,724 (8,769,680)
Cash and cash equivalents at 1 January 8,820,051 17,589,731 |
- s - " mme—— T |
Cash and cash equivalents at 31 December ;9-,548,775 8,820,051 :
Cash and cash equwalents at the end of year comprises; .
Cash at bank and in hand - - 37,623,255 22,057,388
Client deposits (refer note 9) (18,074,450) - (13,237,337)
~ “ - . 19,548,775 8,820,051
- I R " o i ) -~ ———y ———:-—-‘—:'—-:
: The notes on pages § to 23 are an integral part of these unconsohdated financial statements..
. The report of the mdependent audltors report i zs set out on page 2 2.. ) ”'" e S
. - “ ST e e *~7 e e -
R " LT T S e SRR b T e W
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Al Safwa Islamic Financial Services (PIscy .
Notes to the unconsolidated financjal statements -
1 Legal status and principal activities - -

" Al Safwa Islamic Financial Services {PJSC) ("the Company") was incorporated on 11 March 2006-
in accordance with the provisions of UAE Federal Companies Law No, 1984,

The registered office of the company is P.O. Box 185085, Dubai, United Arab Emirates.
The principal activity of the Company is brokerage services in-local shares and bonds.

On 14 July 2009, the Company has established a subsidiary by subscribing 10,000,000 shares of
AED | each representing 100% equity share in Al Safwa Capital LLC incorporated in the
Emirates of Sharjah in accordance with the provision of the UAE Federal Companies Law no..8 of
1934 (as amended). Principal activity of the subsidiary is to hold investment: properties. However,
during the second quarter 2011, certain investment properties held by the subsidiary have been
disposed off (refer note 5 and 8).

*

2 ‘Basis of preparation = - ..

These unconsolidated financial statements reflect the operating results and the financial position of
the Company only, and do not include the operating results and financial position of jts subsidiary.
The consolidated financial statements for the year ended 31 December 2011 shouid be referred 1o
for a better understanding of operating results and financial position of the Company and its
subsidiary, - o i

4

The unconsolidated financial statements have been prepared in accordance ‘with the International

Financial Reporting Standards (“JFRS") and the requirements of Federal Law No 8 of 1984 (as
amended). :

-

b)  Basis of measirement ’ ’ .
- The unconsolidated financial statements have been prepared on the historical cost basis except for
- available for sale investment. - ‘ -

- %

¢}  Functional currency and Presentation currency ) . .
The.unconsolidated financial statements have been presented in UAE Dirham’s (“AED™), which is
also ihe funciional currency of ire Company. -

'd) Use of estimate and judgements

The preparation of financial statements in conformity with IFRSs requires management to make
Judgments, estimates and assumption that affect the application of policies and reported amounts of
" assets and liabilities, income and expenses. Actual results may differ from these estimate_s.

N



"
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Al Safwa Islamlc F 1nan01al Serv1ces (PJ SC)

Notes to the unconsohdated ﬁnanmal statements )

d)

Use of estlmate and ]udgments.(conrmued) ) . -

- [

The estimates and underlymg assumptaons are rewewed on an ongomg basns Revisions to
accounting estimates are recogmsed in the penod in which the estimate js revised if the revision
affects only that period or ini the period of the revision and future periods if the revision affects both

current and future periods.

Judgments made by management in the application of IFRSs that have mgmf‘ camnt effect on the
[financial statements and estimates. with a risk of matenal adjustment in the next year are discussed in

note 17.

Change in accounting policies -

The Company has adopted IAS 24 "Related party disclosures” (revised) effective 1 January 2011.

IAS 24 amends the definition of a related party and modifies certain related party disclosure
requirements for government-related entities. The management has assessed the impact of this new
standard and believes that changes have no significant affect on the unconsolidated financial

statements.

Sign'ificant accouﬁﬁng policies L

The accounting policies set out. below have.been applied con51stently to all perieds presented in -
-these unconsolidated financial statements. .

- Bl »

Revenue recogmtmn L . . -

-

- om . . -

Commtssmn mcome

n

customers. ‘Commission inconie is recogmsed on an accrual basis when s serv:ces are rendered and

' the right to recetve is establlshed - . .

b)

= . [

-s
%

..Murabaha income . .
~ Murabaha income is recognised on an accrual ‘basis using effective profit rate method.

Property and equipment )

Property and eqmpment are stated at cost. less accumulated depreciation and 1mpa1m1ent loss, if -
any. Hlstoncal cost includes expenditure that is directly attnbutable to the aquIS!tIOIl of the items.

Subsequent eosts are mcluded in the asset’s carrying amount or are recogmzed as a séparate asset,
as appropriate, only when it is probab]e 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 are charged to the, statement of comprehensive income during the- ‘period in. which they

are incurred, - ‘ .

Gains and losses on d:sposals are determined by comparing proceeds wnth carrying amount. These
are included in the statement of comprehensive income.

With the exception of capntal work.in progress, depreciation is charged, so as to wnte-off the cost over
their estimated usefil hves using the straight-line method, as follows

Furniture and fixtures i L. 3 years
Computers L. . . 3 years
Ofﬁce building oo - o . 15 years

» r

The estimated useful lives, residual values and deprecmtlon method are- -reviewed at.each year end,
w1th the effect of any changes in estimate accounted for on a prospective basis. -

= .1e'C-empany*eams*eomm:ss1omncomwn’satmrdﬁurcﬁasevf'sh‘aim‘d‘bondﬁ“behﬂf“ fits .

[ = a . - -
: . 9 .

gpom— Ptrmeneerin
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Al Safwa Islamic i?inancial Services-(PJSC) :

Notes to the unconsolidated -ﬁnéncial statements

'3

<)

d)

Significant accounting policies (continued)

#
=

Subsidiaries
Subsidiaries are those enterprises, which are controlled by the Com
Company has power, directly or indirectly, to govern the financial and operating policies of an

entity so as to obtain benefit from its activitics. The operating results and financial position of the

Offsetting

Financial assets and liabilities are offset and the net amount is reported on the reportjng date only
when the Company has a legally enforceable right to set off the recognised amounts and the
transactions are intended to be settled on a net basis. - .

Financial ingtroments ;
Non-derivative financial instmrpenfs_ coﬁ:pn'se available for sale investment, trade and other
receivables (except prepayments), cash and cash equivalents, trade. and other payables and related
party balances. ! . . , _

‘Non-derivative financial instruments are recognised initially at fair value plus, for instruments not

-
=y

-;At—fair'valuhhmﬁglrprb“ﬁr'oﬂqymyﬁirealmﬁbmabﬁmtommﬁnpmugﬁpwrﬁﬁai

. fecognition non-derivative financial instruments are measured as described below.
- - . » x - =

- Available-for-sale financial assets

. another category of financial assets.

Available-for-sale financial assets arg non derivative financial assets that are not d@sighated as
Subsequent to initial recognition, they are measured at fajr

value and change therein, other than impairment losses are recognised directly in equity. Whenan = -
investment is de-recognised, the cumulative gain or loss’ is transferred to statement of .

comprehensive income. :

*
- -

Share capital - =

Ordinary shares are ¢lassified as equi;y. Incrémehtal. costs directly attributable to the. issue of
ordinary shares are recognised as a deduction from equity.

Other non-derivative financial in§trume:
profit method, less any impairment losses.

nts are measured at amortised cost using the effective .
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- Al Safwa Islamic Financial Services (PJ SC) -
- Notes to the unconsolidated financial statements ) ‘ .-
"3 Significant accounting policies (continued) g . " - o
o f)  Impairment . e
. Financial assets .
A financial asset is assessed at each reporting date to determine whether there is any objective
. -evidence that it is impaired. A financial asset is considered to be impaired if objective evidence .
indicates that one.or more events have had a negative effect on the estimated future cash flows of
) " that asset. e !
" An impairment loss in respect of an asset measured at amortised cost is calculated as the
i} differences between its carrying amount, and the present-value of the estimated future cash flows -
discounted at the original effective profit rate.
T Individually significant financial assets are tested for impairment on an individua! basis. The |
‘ remaining financial assets are assessed collectively in groups that share similar credit risk "
characteristics. : ‘ , . .
. All impairment losses are recogrised in the statement of comprehensive income. Any cumulative '
loss in respect of an available-for-sale financial asset recognised previously in equity is transferred-
“to statement of comprehensive income, ’
Non-financial assets )
i - The cirrying amounts of the"éompany"s hc;n-ijrj'alnc:_ial assets are reviewed at each reporting date .
) ’ to determine whether there is any indication of impairment. If any such indicatiop exists, then the - -
e Tm 2T ‘asset’s recoverable amount is estimated, *—~ - * . - - -~ T T i
T The recoverable amount of an asset is thé greater of its value in use and its fair value less costs o~ ~ .
' sell. In asséssing value in use, the estimated future cash flows are discounted to their present valye -
‘using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset.
g)  Provisions . ) - . ¢
A provision is recognised in the statement of financial position when the Company has a present . .
legal or constructive obligation as a result of a past event, and it is probable that an outflow of
economic benefits will be required to settle the obligation and a réliable estimate can be made of .
"the amount of obligation. - .
B}  Cash and cash equivalents .
. Cash and cash E:quivalents comprise cash at banks, which includes the Company’s bank balances .
' and client deposits and short term bank deposits that are readily convertible to a known amount of L -l
cash and are subject to an insignificant risk of changes in value.
A 1 Define contribution plan B ) - '[:

UAE national employees of the Company in the United Arab Emirates are ’members of the
Government-managed retirement pension and social security benefit scheme established pursuant to
Federal Labor Law No. 7 0f 1999, The osily obligation of the'Company in the UAE with respect to the
retiremient pension and social security scheme is to make the specified contributions. The
contributions are charged to the statement of comprehensive income. - )

-

-




ik
T gk Pyl T
. wm

g -'«aml'i k-
AL L
S Sy

e - . =

Al Safwa Islamic Financial Services (PJSC) “

.o Notes to the unconsolidated financial statements - y
. '3 Sigpiﬁcé_rit accounting policies (continued) o

i) Provision for employees’ end of service benefits

Provision for employees’ end of service benefits is made in accordance with the UAE labour laws and
. is based on current remuneration and cumulative years of service at tl}e statement of financial position
date. * '

¥ . . ) .

k). Employees’ pérformance share program

‘ ' The cost of equity-settled transactions with employees is measured by reference to the fair value at the
date at which the options are granted. The cost of equity-settled- transactions with employees is
recognized, together with a corresponding increase in equity, over the period in which the
performance conditions are fulfilled ending on the date on which the employees become fully entitled
to the award (vesting date). : ’

Zakat .

-

} Zakat is provided for in accordance with the Company’s articles of association. The rate of Zakat
; for the year is calculated at a rate. of 2.5% of net assets, in accordance with the resolution of the
‘Board of Directors advised by the Company’s Sharia’ Committee. .

W

5
-

-

m) Foreign currency transactions

Transactions denominated in foreign curfencies are initially recorded at- the rates of exchange

73prevailingomthe-dates of theTransactions: Monetary assers and liabilities dénomnated 1 such
currencies are translated at the rates prevailing on the reporting date. Gains and losses arising from
foreign curfency transactions are included in the statement of comprehensive income.

-

'm) New standards and interpretations applicable but not yetﬁeﬂ'ectivé .

- A number of new standards, amendments to standards and. interpretations that are issued but not
b effective for accounting period starting I+ January 2011, and have not been early adopted in
preparing these unconsolidated financial statements, None. of these is expected to have a
significant effect on the unconsolidated financial statements of the Company. - _

-
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I.
{ . Notes to the, unconsohdated fi nanc1al Statements - - ) o
' 4 Property and equlpment . LR .- E
o, . - . - —
) ct . -Furniture Office
' Computers  and fixtures huilding Total .
AED AED AED AED 1
Cost ’ » - - T .
Balance at 1 January 2011 2,588,358 606,879 6,015,000 9,210,237
- _ - i = - )
Additions 118,516 6585 - - 125,101
E Disposal and write-offs - - -7 -
I8 * ¢
; - Balance at31 December 2011 2,706,874 613,4(‘5’_4 615000 , 9335338
Accumulated deprecnatxon n ® _’ T i
 Balance 1 January 2011 2,372,687 548,323 669,066 3,590,076 .
o Deprecmllon fo the year __ - {71,356, 43495 - 133955 553,810
-+ Baliccat3l December 011, 2,444,043 | USI6818 1103025 - 4143886 o
", ;‘;m_; e %M@_k_\w w-'; '”__‘-T.,-:." T __.—- T ”::ﬁ_;;"' — 2: T ..,,,......,.:m P ,3 = ,; ‘ e
. ; "At31 December 2011 - 262,831 Low 16646 . 4911975 < 5191,452 - O
", . Fimiture Office ) k
. : - Computers  and fixtures building. ‘Total -
: AED . AED - AED AED
|: K -y " - ; - ) ' " *ne
: : -
I -%r *?:_.. Wt » O . —
. . Balance at 1 January 2010 . -, 2,457,387, 579,029 . 6015000 - 905,416 S
I: - - ) i L LT ’ - -, . : %
v Additions . ) . 130971 * 27,850 - 158,821 '
. Disposal and write-offs . - - - - . -,
. ‘Balance at 31 December 2010 2,588,358 ‘606,879 6,015,000 9210237 [ -
- - - - . 18 :--.
Accumulated depreciation - b . . -
Balance 1 January 2010 .2214,279 505,656  __ 266,967, 3,046,902 —
. ‘[_)epreciéiion forlﬁe, year . ) §§,408 42,667 , 402, 099 543,174~ .
_ Balance at’31 December 2010 2,37;,687 : 548323 669,066 3,590,076 l_‘
. Net book value T, - .t - B N - -
At31 December2010 . " 215,671 -58,556 5,345,934 5,620,161 .
. . sy - - R - l
T - - —_ - . l ER
{ .- » - . » . hd ‘ = L3 > '
F RN W . T - -7 . - . .
LT . i : d ol . - t
[ e, ——— [ ——- -
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Notes to the unconsolidéted’ financial sthtqments )
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S5  Investmentin subsidiary

! « .
. 3

s | o . 2011 , 2010
: : . AED AED p
o Atcost: - © o ’ :
Unquoted shares, ' 998,298 - 10,000,000
- Less: Impairment during the year . S
) (note 5.2) _ ' (998,298) (9,001,702)
' : - 998,298 |
i 5.1 Detail of the subsidiary is as folléws: : . ,
’ . Country of . Effective :
) . Name of subsidiary Ancorporation Principal Activities -ownership interest '
. ) . R . - 31 i)ecember 31 December . l
SR " e T e 2011 - 2000, :
i, - j "‘.: . o e - e . o ;7,' - -s-éi;f_ __,—,; e«-:_ __7 - : _ w0, ,.:-;-:. . - _— )
) - Al Safwa Capital LLC. UAE = . Investment Company 100% - 100% . . -
: ~'5.2 At 31 Decembe_}" 20 I,Q,'inve_sﬁﬁént in subsidiary was i‘n!_paired mainly due to dgquard rlibv;ement ’

-

6 Available-for-sale invesfﬂlexft'

In June 2008; the Company stibsciibed io 625,000 shares of the National Mass Housing Co. SAOC * .
incorporated in the Sultanate of Oman. These shares were allocated to the Company during the 2™

At 31 December 2011, National Mass Housing Co. SAOC has reduced its paid up capital by 40%,
resulting in decrease in the cost of investment, ' Lt -
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7. Trade receivables, deposits, prepayments and other receivabies } ’
) Y - 2011 h" . _2010 i l ’
, i AED . . AED
Receivable from customets (note 7.1) - | 21,100,635 " 26,439,269 - I
Less: Allowance for impairment losses (5,848,437) (2,290302)
' 15252,198 24,148,967 |’
Other financial asséts—margi'nhdeposits . 16,650,000 15,000,000
Settlement due from Abu Dhabi Securities . ,
Exchange ) : 2,659,558 14,742,499
Settlement due from Dubai Financijal Market 5,623,059 2,289,060
Prepayments v 345,919 1,045,576
Refundable deposits * 40,750 50,750
Other receivables . . 1,091,377 877,530 ¢
) . 41,662,861 58,154,382
. Movement.in allowarice fbr”}mpai;ﬁ:eﬁ't of receivables; -
i e 2010 2000
- T~ o R S PR AED - - AEDT "
o At 1.January T T 2,290,302 ; 5,262,758" ¢
I Charge / (reversal) for the year " ‘ 3,558;135" (2,972,456)
| Closing balance . 5,848,437 2,290,302 I

7.1

~1-]

* —

e
o

As at. 31 December 2011, market value-of securities held as collateral amounted.to AED 21.1

million (2010: AED 26.0 millior;) against the above receivables. -

Reéiaied pariy iransaéiions

The Company enters into transactions with companies and entities that fall within, the definition .
of a relatéd party as contained in International Accounting Standard 24 Related Party Disclosures.
Related parties comprise shareholders, directors and key ‘managemen__t personnel of the Company
and entities controlled, jointly controlled or significantly influenced by such parties. Pricing
policies and terms of tliese*tranghactions are approved by the Company’s management.
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‘, - . Details of transactions carrie; -7
- ar¢ as follows: = | " - k. .
. ) | T . C 201 2010
T R AED -~ ~ AED
‘ ’ Transactions with shareholders and subsidiary’ ‘ ) )
[. . Commission income " 91,614 808,304
) _ . I
': . Compensation of key management personnel T |
- Short term benefits 600,000 600,000 !
L Long term benefits - 190,000 = 190,000
Details of balances with r'elétedriparties-as at the balance sheet date are as follows:
2011 2010
t - - - . - ~ AED AED
. Balances with related parties . . . : "
‘ Amount due from shareholders (note 8.1) | 15,998,245 _ 6,598,355
‘ - Amount due from subsidiary (note 8.2) 4,045,958 126294346 -
— = 20044203 3igerzor
I B - ’f' ST ’ - ‘ A ,-" - - L o GO - | l
f- . Amountdueto shareholders .. 301360 1,205,685
T ‘8.1 Due from shareholders includes past due balance of greater than365 days’amounti_ng to AED 15.9 LT
. million which are not provided as these are considered to be recoverable, ) -
82 Impairment on amount due ﬁ*o:;!; sub.s‘idiar;v - <. '
During the year, an iﬁnpairmenf loss' of AED 13.8 million has been recorded on amount due from
~ .+ subsidiary, due to losses in the subsidiary subsequent to the disposal of the investment properties. . .
(refer note 5) and due to downward movement in fair value of investment properties held by the
subsidiary. ~ Lt e " .t
o : v e AN . s T - . ;
e L AT ) A {




!

-t

— 1a,

i-- -+~ ~Al Safwa Islamic Findncial Services (PISC) .~
"~ .7 -Notes to the unconsolidated financial §tatehien£s” .
“* - 9 - Cash and bank balances e S .
' ., - - 2011 2010
' " AED AED
. Bank balances : . -
' - Client deposits (Note 9,1) ST .. 18,074,450 13,237,337 -
- Company’s bank balances 19,546,062 8,796,603
Cash in hand ) : 2,713 23,448
37,623,225 22,057,388 .
9.1 In accordance with the regulations issued by the Securities and Commodities Authority (“ESCA”)
the Company maintains separate bank accounts for advances received from its customers
(“clients” money”). The clients’ money is noi available to the Company other than. to settle
| transactions executed on behalf of the customers maintaining deposits with the Company.
* 10  Share capital and reserves " *
| 2011 2016
) i AED AED
.Authorised, issued and fully paid up:
) 129,841_,748 shares of AED 1 each 129,841,748 ' 129,841,748
- ‘Statutory reserve -7 -
e __In"ag:cordanmw‘iﬂ;—[:{nitedjﬁTéb%Enﬁﬁté_s“Fé’défgl’gompan1e‘s LCaw~Number 861984785 1"
R ’ . amended, the Company has established a statutory reserve by appropriation of 10% of net profit
’ - " for.each year until the reserve equals 50% of the share capital., This reserve is not available for.
distribution except as stipulated by the Law.
General reserve
As required by the Company’s article of association, 10% of the profit for the year has to be
fransferred to legal reserve. The Company may resolve to.discontinue. such transfers when the )
reserve totals 50% of the paid up share capital or at the discretion of the shareholders. This reserve is
attributable at the discretion of the shareholders i
11 Employees’ performance share program

During 2006, the Company establishéd an Employees’ Performance Share Program (the “Program”)
to recognise. and retain good performing staff. The program gives the employee the right to purchase
the Company’s shares at par value, The shares carry full dividend and. voting rights, and the option
can be exercised at any time from the stipulated vested dates on the condition that the employee is
still under employnient at the exercise date. There are no cash settlement alternatives and the options
have no contractual expiry date, ’

The Company issued share options. to a_number of employees which are fuily vested as at 31
December 2011. The options give the employees the right to purchase 50,000 shares (2010: 50,000
shares) at par value of AED ] per share. The fair value of the aption is nil (2010: AED nil).

A reI‘afed party acquired 2,000,000 shares of the Company’s sharés on behalf of the employees for
the purpose of the Employees® Performance Share Program. The related party has confirmed that it is
holding these shares on behalf of the employees for this purpose. ; .
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e ,,f Notes to the unconsohdated ﬁnan01aI stateh‘ﬁants : .

Employees’ end of servlce benefits R -, . )
LT Movement of end of servnce benef’ fits are as follows - "
B L 2011 2010
e % .. - . AED AED
. v L. Provnsmn at the begmmng of the Yyear oo "371,5'95_ 247,226 .
B . Provided durmg the year’ " - - 127,134 124,367
Palq_ during the year . A'__ (59:,‘696) -
;- : R . — —
. Provisions as at the end of the year . 439,031 371 593
13 | Trade and other payables - e
( ’ ’ 2011 2010
’ ~ AED - AED
Advarice from customers - . 18,063,134 12,421,653
. Otherllablhtles ) : 599,879 462,058
18,663,013 12,883,711
" 14 - Staff salaries and;benei:its < - .
- - . ] g o 2011 2010
K ~ g .. e AED ’ : AED
T T L Staffsalaries’ AT - 3,102,566 3,105,564 -
— TS ﬁOth’if’benems;' i "--";%,;f;. o T TR e S 977,485 L v 1,007,382 R
. . = . Bonus™ | S x e T ae = - ﬁ 2,269 -
' . ! End ofserwce benet' ts - T -t 127,134 =+~ 124,367 -
- 4,207,185 4,239,582
15 Administrative and general expenses - ! ’
- ' S 2011 2010
N : T, _AED AED -
Rdarket exfnensés 357,825 280,237
Rent expenses - T E - 56,250
.+ Professional fees - 611,521 571,518 .,
~-Repa'ir and maintenance " -t 214,880 39,959
Printing and stationery . o 16,970 59,380
- Depreclat:on expenses - - . 553,810 " 343,174 —!
: " Utilities ; e . 98,591 92,998
" Communication expenses -, 832,759 586,780 o
Bank charges e .642,900 * 757,803 !,
Other experises - o ) , 751,632~ 550,134 '
Prior year expenses ~ - i 690,642 - -
5 - 4771530~ 3538233
: : . - - N X 1 ,i."“ﬂ “-_;; : "E‘\g . ' = x . === _ ”;. -
. —_- - : Hl-, ]8 » : ) —
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Notes to thé rinconsolidated financial statements . - T _

16 Zakat Payable S S "
The Board 6f Directors in its meeting dated January 19, 2012 passed a resolution that the Company
shall not pay Zakat on its net assets for the year ended 31 December 201 1, rather the shareholders of

the Company shall bear Zakat on behalfof the Company. ‘The amount of Zakat payable for the year

ended 31 December. 2011 as calculated by the Shariah® conlmilte'iz- is AED 1.2 miilion.

17 Accounting estimates and judgments .

Significant items where the use of estimates and judgments are required are outlined below:

- (i) Impairment of receivable from custemers

The Company reviews its receivable balances to-assess impairment on a regular basis. Estimates and

Jjudgments are. continually evaluated and are based on historical -experience and other factors,
‘including expectations of future events that are believed to be reasonable. under the circumstances.
(ii) Fair value of unquoted securities -

=

Fair value hierarchy

The Company measures fair valyes using the following fair value hierarchy that reflects the

significance of the inpufs used in the making the measurements:

- Level I Quoted market price (_unadjué_ted) in an active market for an identical instrument,

Level 2: Vajuation techiliques__ based on observable input, either directly (i.e. as prices) or indirectly

i,

bl

Fair value hierarchy - .
- . Level 1 Level 2 " Level 3
’ AED AED < . AED
Financial assets — Available-for- . - - 3,923,865
sale ) f ’
2010 ’ -
Financial élssgts — Available-for- - - L= 6,293,498
sale'” ) '

“The foliowing- table shows a reconciliation from the beginning balances to the ending balances for fair

value measurement i’ Levél 3 of the fair value hierarchy:

-y

' . . - . 2011 T 2010
: 5 ' = S . AED - LA )
* Balance as 1 January . - 6,293,498 - - 6,293,498
Reduction in investment (note 6) ' ) (2,369,633) . =

el T ——

Balance at 31 December . : .7 39237865 . ~ 6,203,498

LI
- * ® > =
d - —

, . ' 19 - .
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Financial risk management

- Overview - : : "

The Company is expected to the following risks from itsuse ofﬁnangial instruments:

-
- *

*  Credit risk;

*  Liquidity risk:

® Marketrisk;and = - e
*  Operational risk;

The Board has the overall responsibility for the establishment and oversight of the Company’s
risk management framework. The Directors are responsible for day-to-day monitoring of the
Company’s exposure. to each of the credit, liquidity, market and operational risks,

The Company’s risk management policies are established to identify and analyse the risks faced
by the Company, to set appropriate risk limits and controls, and to monitor risks and adherence
to limits, Risk management policies and systems are reviewed regularly fo reflect changes in
market conditions and the Company’s activities, -

. hyT.
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~

Company.

The carrying arounts of financial assets representﬂ. the maximum credit risk exposure at the
reporting date. At the reporting’ date, the Company’s ﬁnancial_; assets exposed to credit risk
amounted to the following: o

2011 ‘ 2010

AED Fa AED

Trade receivable, deposits;other . 41,316,942 57,108,806
receivables ‘ ‘

Due from related parties ] _ 20,044,203 32,892,701

Cash and cash equivalents e k 37,620,512 + 22,033,940

. B _98,981_,657 . 1 2,953,442

al
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balances with various banks,

5,215,289
2,417,626
51,479,736
59,112,651
(5,:968,328)

————— ————

fuily provided. The remaining receivables are

m €xposure. to: credit risk. for financial assets is

financial

possible, that it wili
under both normal and stressed
damage to the Company’s

a) Credit risk (continuéd) .. ' .
Cash and -cash equivalents, .{ma ‘daily clearance and settlement
These balarices are held in the UAE. .
‘ . Impairment . . . .
The aging of trade receivabies and related parties are as follows:
’ - 2011
- AED
Not past due ’
. Past due butnot impairedl i
. - Past due 0-30 days - . 1,307,503 .
- Past due 31-180 days 12,375,078 -
, More than 180 days 48,024,483
‘ : . 61,707,064 -
. . Less: Impaiifmeqt ‘ 5 T . (5,848,437)
o IR " 55,861,627
: i Receivables "coﬁside(ec; doubtful have “beeri
: rcovered by ‘adequate. sectrity, The maximy
concentrated within the GCC,
! =
b) Liquidity risk ‘ .
. - Liquidity risk is the risk that the Company will encounter difficulty in meeting obligation
. éassociated_ with its financial liabilitiés that Aare settled by- delivering: cash or another
" asset. The Company’s approach to managing liquidity is to ensure,'as far as
always have sufficient liquidity to meet its liabilities when due,
conditions, without incu,rring unaccentable losses or risking dam
. reputation. ) .

—

The financial liabilities of the Company comprise mainly trade and o6th
party balances which are non-profit bearing with a maturity of less
contractual values of the Company’s financial liabilities. are not s

~

er payables and related

than six months. The.

ignificantly different from

53,144,333

[

L3

their carrying amounts in the statement of financial. position. , * . — . {—
- - sl ¥ - N o~ ]
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Notes to the hncori'solicﬂlated financial stateménts .

18  Financial risk management (confinueap

€  Marketrisk - ‘ coet .
Market risk i-su_the tisk that changes in market pr}ccs, such as foreign: expﬁange rates, equity
prices and profit rate, will affect the Company’s income or the value of'its holdings of financial
instruments. The objective of market risk management is tg manage and contrél market risk

€xposures within acceptable parameters, while optimizing the return,
The maximum exposure to market risk at the reporting date was:

2011 2010

_AED AED
Avail,ai)le for sale i nvestment (note 6) 3,923,865 6,293,498
Mudaraba deposits - . ‘- . 15,00,000
Bank balances 1,500,000 . 500,000
5,423,865 26,293,498

- Currency risk -

Currency risk s the risk that the valué of a financial instrument will flictuate because of changes

n -fn:;e_:ign,,p)_(qharigg_rates...Ihe..(_Zompanngoes-not_-héive—signjﬁggg:ggp_qsggfaato-cunency-risk

- - because siibsta

intial transactions are denominated iri the furictional currency of the Company.

Profitraterisk . " - oL .
The Company is exposed to profit ;ﬁte risk on its profit bearing financial assets.

Sensitivity . . ’
The Company held profit bearing variable instrument of AED 1,500,000 2010: 15,500,000).
An increase of 100 basis points. as at the reporting date would have increased the net assets

Equity price risk . .

‘Equity price risk arises from the change in fair value of equity investments.

“Sensitivity

" -

Fair valye ‘ o S

The fair value of the Comi)any’s financ;_l:al assets and liabiliﬁes as at 31 December 2011 and 31

December 2010 approximate their carrying amounts,

= B
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18 Financial risk management (continued)

. . . - .
- . e | " N . .

Operational risk * .

'Operational risk_is the risk of direct or indirect loss arisfhg from a wide variety of causes
associated with the Company’s processes, personnel, technology and infrastructure, and from

To mitigate the operatignal risk, the Com

pany has obtained fidelity and. indemaity insurance

‘cover against possible errors from its brokers while executing customers® orders for trades of
securities in stock markets. Compliance with policies and procedures is supported by periodic

reviews with the management of the busi

ness unit to which they relate,

Capital management

The Board_’s"po!ic_y is to maintain a strong capital base so as to maintair inyqstor,-creditor and
market confidence and to sustain future development of the business, '

Regulatoty capital .

a

The Company’s lead regulator, Emirates Securities and Commodities Authority (ESCA), sets
and monitors the regulatory capital réquirements of the Company. The Company’s regulatory

19
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ay

—capijtal set by ESCA is AED 30 million,____ — - e

- w - = h il

“There were no changés in-the Company’s approach to the capfial mgnage;ilent during the year.
- The Company has complied with all extemnally imposed capital requiréments throughout the
p'e«riOd' - o

Conﬁng_ent liabilities and capital commitments

; , 2011 2010
. AED | AED
Letters of guarantee 25,000,000 30,000,000

The Company has arranged bank guarantees amounting to AED 15,000,000 and AED 10,000,000

- to the Dubai Financial Marl.(et'(“DFM”)‘andébu Dhabi Securities Exchang"e_(“ADX”)-respectivély,

éomparatjve figures L _ o L

Certain comparative figures have beerj
these unconsolidated financial statements.

-

L

recléssiﬁed to confo_rm' to the presentaiign édopted in




