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Introduction

We have reviewad the accompanying 30 June 2020 condensed consolidated interim financial
statements of Arab Insurance Group (B.S.C) (the "Company') and ils subsidiaries (together
the "Group®}, which comprises:

the condensed consolidated statement of financial position as at 30 June 2020;
the condensed consolidated statement of profit or loss for the six month period ended 30 June 2020;
the condensed consolidated statement of comprehensive income for the six month period ended
30 June 2020;

¢ the condensed consclidated stalement of changes in equity for the six-month period ended
30 June 2020,

¢ Ihe condensed consolidaled slalemeni of cash flows for ithe six-month period ended
30 June 2020; and

¢ netes {o the condensed consolidated interim financial statements.

The Board of Directors of the Company Is responsible for the preparation and presentation of this
condensed consolidated Interim financlal statements in accordance with IAS 34, ‘Interim Financial
Reporting’. Our responsibility is to express a conclusion on this condensed consolidated interim
financlal statements based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review Engagements 2410,
“Review of Interim Financial information Performed by the Independent Auditor of the Entity’. A review
of interim financlal statements consists of making inquiries, primarily of persons responsible for financlal
and accounting matters, and applying analytical and other review procedures. A review is substantially
less in scope than an audit conducted in accordance with International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come 1o our attention that causes us to believe that the accompanying
30 June 2020 condensed consolidated interim financial slatements are not prepared, in all material
respects, in accordance with IAS 34, ‘Interim Financial Reporting'.

Emphasis Matter

We draw attention to note 1 to the condansed consolidated interim financial statements, which indicates
the board of directors' decision in its meeting held on 13 May 2019 to recommend the ceasation of the
underwriting aclivities of the Company, subject to regulatory authorities and sharsholders’ approval.
Our conclusion Is not modified in respect of this matter.
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ARAB INSURANCE GROUP (B.S.C.) al"lg

CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020
{In thousands of U.S. Doliars)

30June | 31December | 30 June _‘|
Note 2020 2019 2019
| {reviewed) (audited) (reviewed) |
ASSETS I |
Cash and bank balances 145,797 81,261 120,304
investmenis 5 441,415 545,214 499,143
Accrued income 6 26,352 71,358 123,769
Insurance receivables { 99,822 117,872 137,559
Insurance deposits 21,785 22,505 27,127
Deferred policy acquisition costs 9,296 17,915 26,353
Reinsurers' share of technical provisions 7 103,449 130,675 137.674
Other assels ;] 24,259 30,329 31,814
Investment property 9 4,849 - -
Property and equipment 10 11,791 18,712 18,929
TOTAL ASSETS 888,815 1,035,841 1,122,672
LIABILITIES AND EQUITY
LIABILITIES
Technical provisions 11 498,637 633,769 725,471
Insurance payables ; 89,955 90,726 85,641
Borrowings 7,000 7,000 7,000
Other liabilities 12 52,266 58,021 70,266
TOTAL LIABILITIES 647,858 789,516 888,378
EQUITY
Attributable to shareholders of parent
company 220,000 220,000 220,000
Share capital {14,793) (14,793) (14,793)
Treasury stock 49,847 51,705 46,905
Reserves {31,522) {28,539) (35,216)
Accumulated losses
223,532 228,373 216,886
Non-controlling interests 17,425 17,952 17,368
TOTAL EQUITY 240,957 246,325 234,294
TOTAL LIABILITIES AND EQUITY 888,815 1,035,841 1,122,672

These condensed consolidated interim financial statements were approved by the Board of Directors on
1 August 2020 and si on its behalf by:

eed Mohammed AlBahhar

Samuel Verghese
Chairman

Acting Chief Executive Officer

The accompanying QJes 1 lo 23 are an integral part of
these condensed consolidated interim financial statements.
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CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

{In thousands of U.S. Dotlars)

Gross premiums written
Outward reinsurance premiums
Change in uneamed premiums

Net earned premiums

Claims and related expenses

Policy acquisition costs

Investment Income atiributable 1o
insurance funds

Operating expenses

Underwriting result

Investment income attributable to
sharehalders’ funds

Operating expenses - non underwriling
activities

Borrowing cost

Other income

Othar expenses and provisions

{L.oss) profit for the period

Attributable to:
Non-controlling interests

Shareholders of parent company

{Losses) earnings per share
attributable to shareholders {basic
and diluted):

~N

™

Saeed Mohammed AlBahhar
Chairman

arig

The accompanying noles 1 (o 23 are an integral par of
lhese condensed consolidated interim financial statements
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For the financial For the financia) For the
year-io-date year-to-date yaar andad
Note 30 June 30 June 31 December
2020 2019 2019
(raviewad) (reviewed) {audilad)
13 {12,618) 171,749 194,614
13 1,766 (45,634) (52,136)
13 58,083 (23.331) 31,091
13 47,231 102,784 173,569
13 (28,433) (68,209) {107,794)
13 (14,018) {27,608) (49,849)
14 (1,245) 11,932 17,683
15 (4,341) (6,383) (11,070)
13 {806) 12,516 22,539
14 {481) 5,398 8,612
15 {3,527) {3,323) {5,404)
(90) (147) {253)
16 1,769 702 1,318
17 {487) (5611) (6,384)
(3,622) 9,535 18,428
(542) KF )| 02
(3,080) 9,194 17,526
(3,622) 9,535 18,428
18 (US cents) {1.6) 46 8.9
Ahine AlMahri Samuel Yerghese
Director Acling Chief Executive Officer



ARAB INSURANCE GROUP (B.S.C.)
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2020
{in thousands of U S Dollars)

“For the financial | Forihe hnancial For the
year-to-date year-lo-date year ended
30 June 30 June 31 Decamber
2020 2019 2019
{reviewead) (reviewed) {audited) .
(Loss) prafit for the period (3,622) 9,535 18,428
Other comprehensive income I
items that will be reclassified to profit or loss:
Changes on remeasurement of available for sale
investments {2,124) 12,422 16,630
Transfers for recognition of gains on disposal of
available for sale investments {145) (1,669) (3,421)
Transfers for impairment loss recognised on
available for sale investments 523 632 1,314
Other comprehensive income for the period {1,746) 11,385 14.523
Total comprehensive income for the period {5,368) 20,920 32,951
Attributable to:
Non-controlling inferests ! (627) 394 | 948
i
Shareholders of parent company (4,841} 20,526 32,003
| (5,368) 20,920 32,951
~

D

Saeed Mohammed AlBahhar
Chairman

Samuel Verghese
Acting Chief Executive Officer

The accompanying notes 1 to 23 are an integral part of
these condensed consolidated interim financial statements.
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ARAB INSURANCE GROUP (B.S.C.)
CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE SIX MONTHS ENDED 30 JUNE 2020

(In thousands of U.S. Dollars)

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Premiums received

Reinsurance premiums paid

Claims and acquisition cosis paid
Reinsurance receipls in respect of claims
Investment income

Interest received

Dividends received

Operating expenses paid

Other income (expenses), net
Insurance deposits received (paid), net
Purchase of trading investments

Sale of trading investments

Net cash (used in) provided by operating activities 19

CASH FLOWS FROM INVESTING ACTIVITIES

Maturity/sale of investments
Purchase of investments

Term deposits with bank

Interest received

investment income

Collateralised cash deposits
Purchase of property and equipment
Purchase of intangible assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowing cost 20

Dividends paid 20
Subsidiary's capital reduction - minority interests

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Effect of exchange rate on cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period
Term deposits with bank
Cash and bank balances, end of period

For the For the For the
financial financial year ended
year-to-date | year-to-date | 31 December

30 June 2020 | 30 June 2019 2019
{reviewed) {reviewed) (audited)
53,524 106,319 192,493
{5,408) (22,370) {35,484)
{116,936) {104,461) (238,096)
36,257 21,013 63,440
5,899 10,342 9,478
952 1,582 3,271
57 814 1,044
(6,198) (9,254) (21,508)
275 (173) 4,091
611 59 4,354
{667) (4,180) (5,363)
20,308 13,269 15,698
(11,326) 12,960 {6,579)
89,933 58,264 102,163
{24,165) (60,197) {143,022)
{12,047) 1 {8,339)
5,362 4,600 9,062
169 296 1,662
4,762 210 13,986
(15) - (2)
- (82) (82)
63,999 3,092 (24,572)
(99) (156) (279)
(10) (27) (51)
- (11,500) (11,500)
{109) {11,683) (11,830)
52,564 4,369 {42,981)
{75) 1 (32)
66,895 109,908 109,908
119,384 114,278 66,895
26,413 6,026 14,366
145,797 120,304 81,261

The accompanying notes 1 to 23 are an integral part of
these condensed consolidated interim financial statements.




ARAB INSURANCE GROUP (B.S.C.)

NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL
STATEMENTS FOR THE SIX MONTHS ENDED 30 JUNE 2020

INCORPORATION AND PRINCIPAL ACTIVITY

Arab Insurance Group (B.S.C.) (the “Company”, “parent company”) is an international insurance
company registered as a Bahraini Shareholding Company having its registered office at Arig House,
Manama, Kingdom of Bahrain. The parent company and its subsidiaries (the “Group") are involved in
provision of general (non-life} and life reinsurance and related service activities.

The Board in its meeting held on 13th May 2019 resolved to recommend to the shareholders the
cessation of the Company's underwriting activities. The Central Bank of Bahrain (CBB) was informed
of the Board'’s decision and Extraordinary General Meeting has been scheduled on 13 August 2020
to discuss and decide on the Board’'s recommendation. The condensed consolidated financial
statements are prepared on a going concern basis.

SIGNIFICANT ACCOUNTING POLICIES

These condensed consolidated interim financial statements of the Group has been prepared in
accordance with International Accounting Standard 34 (Interim Financial Reporting) which allows the
interim financial statements to be prepared in condensed form. The condensed consolidated interim
financial statements does not include all of the information required for full annual consolidated
financial statements, and should be read in conjunction with the consoclidated financial statements of
the Group as at and for the year ended 31 December 2019,

The Group's condensed consolidated interim 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.

The accounting policies and methods of computation are consistent with the most recent consolidated
financial statements of the Group at 31 December 2019 that were prepared in accordance with
International Financial Reporting Standards (IFRS). Comparative figures have been reclassified,
where necessary, to conform to the current period's presentation.

The Group has adopted all new and revised [FRS and interpretations applicable for accounting periods
beginning on or after 1 January 2020 except IFRS 9 Financial Instruments, for which the Group has
applied the temporary exemption available under IFRS 4 Insurance Contracts. Accordingly, the Group
will apply this standard for annual period beginning 1 January 2023.

The impact of adopting these standards and interprations is not significant on the Group’s condensed
consolidated interm financial statements.

On 11 March 2020, the Coronavirus (COVID 19) outbreak was declared a pandemic by the World
Health Organization (WHO) and has rapidly evolved globally. COVID 19 has also brought about
significant uncertainties in the global economic environment. Authorities have taken various measures
to contain the spread including implementation of travel restrictions and quarantine measures.

The Board of Directors and management has been closely monitoring the impact of the COVID 19
developments on the Group's operations and financial position; including possible loss of revenue,
impact on asset valuations, impairment etc. The Group has also put in place contingency measures,
which include but are not limited to enhancing and testing of business continuity plans.

In preparing the condensed consolidated interim financial statements, judgements made by Board of
Directors and management in applying the Group's accounting policies and sources of estimation are
subject to uncertainty regarding the potential impacts of the current economic volatility and these are
considered to represent management's best assessment based on available or observable
information.

The Government of Kingdom of Bahrain has announced various economic stimulus programmes
("Packages”) to support businesses in these challenging times. The Group has received benefits from
these Packages in the form of reimbursement of salaries of Bahraini employees and waiver of
Electricity and Water charges for the months of April, May and June 2020 which are recorded as other
income (refer to note 16).



ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.}

SIGNIFICANT ACCOUNTING POLICIES (CONTD.)

The preparation of the condensed consolidated interim financial statements require management to
make judgements, estimates and assumptions that affect the application of accounting policies and
the reported amounts of assets and liabilities, income and expense. Actual results may differ from
these estimates. In preparing these condensed consolidated interim financial statement, the significant
judgements made by the management in applying the Group’'s accounting policies and the key sources
of estimation uncertainty were the same as those that applied to the consolidated financial statements
for the year ended 31 December 2019. However, the process of making the required estimate of
assumptions involved further challenges due to prevailing uncertainties arising from COVID-19 and
required the management to make use of the best estimates and judgements.

SEASONALITY OF INTERIM OPERATIONS

As a result of the seasonality associated with the insurance business, the Group registers
approximately 75% of its gross premiums during the first quarter of every year. Gross premiums written
over the remainder of the financial year are almost evenly spread out. This seasonality does not
however, have any material impact on the Group's underwriting result as the premiums are taken to
income over the terms of the related contracts or policies.

MANAGEMENT OF RISKS

The Group's activities expose it to a variety of financial and other risks: market risk (including foreign
exchange risk, price risk and interest rate risk), credit risk, underwriting risk and liquidity risk.

These condensed consolidated interim financia! statements do not include all financial risk
management information and disclosures required in the annual consolidated financial statements,
and should be read in conjunction with the Group's consolidated financial statements as at 31
December 2019,

There have been no changes in the risk management function since the year end or in any risk
management policies except the implementation of certain contingency plans for remote operations
due to COVID 19.
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ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

5. A. INVESTMENTS

Uss '000
30 June 31 December 30 June
2020 2019 2019
At fair value through profit or loss
Held for trading
Common stock of listed companies 25,837 46,593 44,597
25,837 46,593 44,597
Designated at fair value on initial
recognition
Debt securities
- Investment grade 93,704 101,041 85,306
- Other 10,761 11,175 11,196
104,465 112,216 106,502
Held to maturity
Debt securities
- Supra-nationals and OECD country
governments 500 500 500
- Investment grade 3,940 3,928 3,916
- Other 3,961 3,955 3,948
8,401 8,383 8,364
Available for sale
Debt securities
- Supra-nationals and OECD country
governments 18,237 43,133 33,140
- Investment grade 205,178 240,235 247,225
- Other 52,147 65,908 31,448
Common stock of listed companies 4,982 5743 5,528
Common stock of unlisted companies 4,127 4,653 3,745
Other equity type investment 17,309 17,868 18,264
301,980 377,540 339,350
Loans and receivables 241 - -
Investment in associate 491 l 482 330
441,415 545214 499,143

Debt securities amounting to US$ 84.1 milion (31 December 2019: US$ 100.1 million; 30 June 2019:
US$ 111.7 million) have been pledged as security for reinsurance trust agreements, letters of credit and
guarantees and borrowings.

B. COMMITMENTS OUTSTANDING

The Group has commitments in respect of uncalled capital in available for sale investments amounting
to US$ 6.9 million (31 December 2019: US$ 7.3 million; 30 June 2019; US$ 8.0 million).

11



ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

6. ACCRUED INCOME

Accrued insurance premiums
Accrued interest

7.  REINSURERS’ SHARE OF TECHNICAL PROVISIONS

General insurance business

- Claims outstanding

- Unreported claims

- Deferred retrocession premium reserve

Life insurance business
- Claims outstanding
- Unreported claims

8. OTHER ASSETS

Intangible assets:
- Computer software

Less: Accumulated amortisatrion

Other assets

- Collateralised cash deposits
- Other receivables

- Prepayments

Us$ '000
30 June 31 December 30 June
2020 2019 2019
24,045 68,816 121,295
2,307 2,542 2,474
26,352 71,358 123,769
Us$ '000
30 June 31 December 30 June
2020 2019 2019
51,620 52,974 50,856
37,292 40,680 38,435
14,505 35,987 48,339
103,417 130,641 137,630
15 13 13
17 21 31
32 34 44
103,449 130,675 137,674
UsS$ ‘000
30 June 31 December 30 June
2020 2019 2019
10,165 10,165 10,165
10,165 10,165 10,165
(9,614) {9,601) (9,586)
551 564 579
11,802 17,556 18,490
11,357 11,605 12,062
549 604 683
23,708 29,765 31,235
24,259 30,329 31,814

Collateralised cash deposits have been pledged as security for reinsurance letters of credit and guarantees.

12
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ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

INVESTMENT PROPERTY
uUss$ 'oco
30 June 31 December 30 June
2020 2019 2019
Fair value at 1 January - - S
Transferred from property and equipment 5,150 5 -
Impairment (225) 5 -
Depreciation (76) - -
Fair value at period-end 4,849 - -

During the period, the Group's subsidiary Takaful Re Ltd, Dubai (TRL) upon seeking clarification from
Dubai International Financial Centre (DIFC) identified that the portion of office premises sub-let by
them could be given on a long-term lease that can qualify to be finance lease. Prior to that clarification,
the entire office premises of TRL were classified as property and equipment. Pursuant to that
clarification, TRL has reclassified the portions of office premises sub-let by them to investment property
in accordance with the requirement of IAS 40: Investment Property. Accordingly, the fair value of the
sub-let property classified as investment property by TRL has been transferred from property and
equipment to investment property on 1 January 2020.

Investment property is carried at cost less accumulated depreciation and impairment. The fair value
of investment property was assessed by an independent RICS registered valuer as at May 2020. The
carrying value of investment property approximates its fair value as at 30 June 2020 and fair value

measurement has been categorised as Leve! 3.

PROPERTY and EQUIPMENT

US$ '000
30 June 31 December 30 June
2020 2019 2019

Land 2,080 2,080 2,080
Building 11,082 18,718 18,718
Furniture & fixtues 6,932 6,932 6,932
Hardware 2,414 2,400 2,402
Office equipments 982 982 447
Others 549 495 865

24,039 31,607 31,444
Less: Accumulated depreciation and
Impairment
Building {1,943) (2,613) (2,347)
Furniture & fixtues {6,913) (6,911) (6,902)
Hardware {(2,403) (2,381) (2,367)
Office equipments (596) (583) (446)
Others (393) (407) (453)

(12,248) (12,895) (12,515)

11,791 18,712 18,929

Land and Building comprise the head office property owned and occupied by the Company since
1984. Building also includes portion of office premises of TRL which is used for administration purpose.
The building was revalued as at December 2019 by an independent RICS valuer after the Group's
year-end. The dimunition in value of the property by US$ 1.4 million was accounted during the period
and charged to profit and loss. Subsequently, sub-let portion of the office premises with a net value of
US$ 5.15 million was transferred to investment property as detailed in Note 9.
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ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

PROPERTY and EQUIPMENT (CONTD.)

TRL Building has also been revalued as at May 2020 by an independent RICS valuer and accordingly

an impairment of US$ 239,000 has been charged to profit and loss.

11.  TECHNICAL PROVISIONS

Us$ '000
30 June 31 December 30 June
2020 2019 2019
General insurance business
- Claims outstanding 228,692 256,067 267,281
- Unreported losses 171,860 195,560 208,398
- Unearned premiums 58,653 140,334 202,557
459,205 591,961 678,236
Life insurance business
- Claims outstanding 15,008 15,389 14,298
- Unreported losses 24,092 24,280 26,499
- Unearned premiums 332 2,139 6,438
39,432 41,808 47,235
498,637 633,769 725,471
12. OTHER LIABILITIES
US$ 000
30 June 31 December 30 June
2020 2019 2019
Provision for probable loss estimates in
subsidiary (note 22 (iii)) 21,462 21,462 21,462
Non-reinsurance payables 10,589 16,018 18,724
Post-employment benefits 7,661 7,210 11,748
Accrued expense 5,570 5,804 5,083
Dividends payable 2,729 2,739 2,763
Reinsurance premiums accrued 2,013 1,986 1,986
Employee long-term incentives 450 681 881
Other 1,792 2,031 7.619
52,266 58,021 70,266

14




asead 0} paajosal Auedwo) ay) asum 'spAof w sssuisng Buguauapun woyy Buninses uolw £ QSN 0} Buunowe siesianal swniwaid ssolB sapnjoul JUNCIIE BIOUAA.

‘020z Menuel | woi) aaoaye Bunumispun ssauisng mau

{908} (£29'2) {g9c) LvE'E {220'2) Ze0°L {roz} Zeo'} (8€6)
{L¥E'D) {1o1) {z29) {a29) {gg) {L22) ((133] {rol) (zev'))
8L0'v1) 0¢ 8EL {z15) (820'Z1) {e£1) {rac) feed) (982)
£lg E e e C 2 7 5ZZ ov
(ze9's) C (52) {pe1'z) {z61) (s52) (L68) (9.2¢°)) {so0'L)
(oz2) . - £ Z5 {22) (8L (zey) {(86)
(62+'8) oc £z 6551 {8e6'LL) 6¥L L8t 0S5 Iy
{ecy'se) {ozo'T) {es¥) {6zz’L) r21've) 602 {as0’L) (889) Z4Y
(€£22'L) C {1} [T {z68) (621} (€11} {zv2) GG
ZOE'EL {1r'e) 929'z 0cz'e obd A tAzAl £ZL'L z59'2
660°) £ s (s2) 9.8} {(9)) {215) {ot) 801
GL5'%L vl 19¢ £18'e (651'2) 086 192'z £Zl'e aLp'g
Z69'vL z a 1S 9st'cl Lo acy we 592
(8zg'0l) (861) (1s¥'e) (ZoL'b1) {1¥9‘9g) (150't) (sot'y) (c09's) {z1c'8)
986'GY 89 829 9298'S ELZ'VE tEl SLLL IPL'E {rre)
(sZ'1) {59) {cie) {512} €21 {ep) {12) e (T}

LEZ' LY £el L6 1¥0'9 060'vE p4: YA 98.'L IpL'e 1ig
{z26°02) = - (z) {(zzt'oz) (L1} {LLL) {c09) ez
S50'6L {ee) 6E8'L 981z} oLP'sS 0z8 96L') 6E0'Y 866'C
997'L {c2) (c8) (85) LLL'Z L9 8% ¢ (296)
(8L9'Z1L) 681 (s18) (sg0'9) (696't) (88) cp {agz) (zo9's)

LJunooaoe
|10 uuay Buo | uue) poyg sIayI0 B1OUM, uapaay | sulew Buuwaauibug | Apedosyg
i ajl-uoN
0202 aunr g papua pouad
006 $SN

ynsas Bupgumiapun
sasuadxe Buyesado

51509 uousinbae Aoijod

aouBINSUIA)
- §]502 uoijisinbae Aatjod pausgep w abueyn
55046 - 5)502 UoMISINboe Aoijod pauajep ul abueys
SJ2INSUIRI WO PRISA0IS) §}S0I uolisinboe Aiod
51500 uopsinbae A0

sasuadxa paje|al pue swieps

JoueInsuBl - sasso] papadaiun Joj uoisiaosd w abueyn

ss04b - sasso| papodaiun 1oy uoisiaoid w abueyn
agueInsuial

- suyed Buipue)sino Joy uoisiaoad vl afiueyn

55016 - swne|d Buipuelsino 1oy uoisiaosd i abuey?)

SJ2INSUIB) WO PAISACII SWIE|D

pled swiejs sSoI)

SISNIIX3 ONV S1S0D
Spuny S3URINSUY 0} AGEINGUIE SWODU] JUSLUISIAL)

swinjwasd paulea jJaN

soueansuia) — swnjwaud pawesun u) abueyn
55046 ~ swmwasd pswesun u) abuey)
swnwaid adueInsuial piemjng

uajum swnwaid ssoigy

: SANN3A3Y

‘saioed

paxui| JualsaAul ulejuod jou seop ooglod ey saimod ay| wie) Buol pue saioiod a)) dnosB uLB} PoYS SAAIOAUl AjuIBL SSBUISNG B ‘SBSSEID JSYI0 B JUNDIJY BJOUA

‘Juspiooy ‘auley ‘Buussulbu3l ‘Auadoid o sisisuod A|uewnd sssuisng ajil-uoN “3)i PUe ayl|-uoN 'sjuswbas SSauIsSNg UIBLW OM] JO SISISUO0D SSAUISNG SIUBINSUIR) S,dN0JD) 3|

-LNJWO3IS SSANISNE AUVAIYd A€ INNIATIY 4O SISATYNY - NOILYINHOLNI LNIWDIS

(OINOD)Y SINTFWILVIS TVIONVYNIJ WINILNI G3LVArIOSNOD a3SNIAaNOD JHL OL SI1ON
(*0°s°9) dNOYD JONVIUNSNI GVvHY

‘€l



213

'020z Aenuer | woly aanoays Bunumiapun ssauisng
Mau 3sead 0) paAjosal Auedwio) sy} a1aym ‘spAol wl sseuisng Bunuauapun woyy Buninsas uoliw §°ggl ASN 0} Bununowe swnweaid sS016 S3PROUI JUNCIDE BOUAA.

6£G'c2 00Z'2 £8¥'L 9LL'Eg 020'% rb'y 0S1 (182) 206'9 Insay Buyimiapun
{0011} (£22) €18'1) (566'1L) v2) (v02) (zs0'1) (99')) {e¥e’e) sasuadxa Buyesadp
{6+8'6F) €22 (es1) {606} (cs5'ze) {reg'L) (€L¥'2) (0s2'v) ZT11'g) 51509 uonisinboe Aoy
Z80'L - - ZL 0¢ 8t Gl 6.b 8t aJuelnsuial - 5)s02 uolsinboe Aoijod pausjep u abuey)
(1e5'2) b (Lvp) ¥G2 (82) (002} (806) (gog'2) (+60'€) ssolb - s1s00 uolisinboe Aojjod pausjep w abueyy
9.8 - - (6) 0ot 7 66 g6ee =11 SI8/NSUIBI WOJ) PaIaA0I3] SISO uoiisinbae Aoljod
(96'ch) zze 8.2 (991°1) (L2s'ze) (200'L) (eeg't) 611'2) (g15'g) sjso2 uomsinboe Aanog
(¥6.°201) £98 {o6GEL) (6a0'sL) | {g99'zg) 88l (+80°9) (6L€°01) {56011 sasuadxa pajejss pue swied
0062 - {a} 890°L 129'¢ (sot) (€9) S (0939) aoueInsulal - $3ss0| papodaiun 10) uoisiaoid w abueyn
ZI5'LE eve'L srb'e SL0'g 1€£9'6) 196't 62¥'L (s08'2) ¥8E'L ssoub - sasso| papodaiun 1op uoisinoad ul abuey)
vES'L - (§) @ €182 {6€2) (r1e) (zs2) 62 @oueJnsulal - swied buipuelsing 1o} uoisiaoxd ul abueyn
069'62 (221) (vs'L) oL’y 869'g ¥50'e L2EE'L SYE'Y O0'EL ssolb - swiejp Supuejsino Joj uotsinord ul abueys
18€'LE 4 - 9 G.8'2¢ i34 X:7] 91t 850'2 SIBINSUIBI WO PBISACIDI SWIeID
(219'912) (L02) (88¥'p1) (rrz'oz) | (822'9kr) | (219 (vse'e) (6LLzL) (0L0'ee) pied swie|o ssoID
' SASNIMXI ANV SLS0D

252161 16E'L 6¥0'LL 601'02 LIE'68 5’9 662’6 085'GlL £9P'LE
£89°21 626 L9'C g0c'e G582 Z6L'L T2 65 beL'L Spuny S0UBINSUI O} I|GEINQUIE SWODUI JUBISIAU|
BIS'CLL 29 Zor'cl $06'2L ¢e0'sn 2GS 65’8 LZl'Gl Z¥L'EZ swnwasd pawes |oN
7659 - - (g} £va's (921) (ots) (9ze™) (oez’) aoueInsual — swinuasd palesun w abueyn
66¥'vT (18) 986'9 erL'y 'z 692'Z Zil'E 8.+'8 ¥G6°L | ss046 — swniwaid paweaun u) sbueyn
(9g1'2s) (o1) (96} (g5) (059'sH) (69) (z€2) (Los't) (SL1'p) swniwasd sauensule) pleming
rL9'v61 €95 Z15'9 zi8'clL ST LEL 8Le'e 621'0 0i8'6 6EL°LL ualium swnward ssorn
' SINN3ATY

wus) Buoq | wuey poys siaylo SJuncioe Juapay auuew BupsauilBug| Apedoig
|e1oL 2{oym i : T
9jNn SI-UON
610¢ 12quada(] |LE papua iIes)
000. $sN

: (ALNOD) LINIWD3IS SSANISNE ANVIIND AS INNIATY 4O SISATYNY - NOLLYWHONI INIWO3S ‘€l

{FGINODT SINIWILVIS TVIONVNId WIHTLNI 3LVAIrTOSNOD 03SN3IANOD JHL OL SI1ON
('0°'s'9) dNOYD IDNVHNSNI GvHY



Ll

915’21 Go0'l £28'L 4 8vz'e £0L'C #69 (€L4°)) ety unsai Bujumispun
(£8€'9) (ss1) {oe0"1) {oez't) {ot) {ror) {629) (reo’t) (gga’}) sasuadxa BuyesadQ
(809'22) e 96 (gzL'L) (GLe'LL) (S20'1) (S65G'L) (802'2) (0E9'Y) s)s02 uolisinboe A9fjog
269 - - oL 0e o¢ 89 oze 8T aoueINsUIa) - §)S02 uolsinboe Ayjod pausiap ul abuey)
peL'L . (652) Lol gsi 08 viLE 8s G0L ss04b - 51802 uosinboe Aoljod pausjap ut abueyy
Sty - - . l 17 9zl 181 EE S12JNsuUIa! WO pasaaodal s1sed womsinbae Aojod
(608'62) PR gt (62Z°'1) (1e#'LL) (ggz') (e0L'2) (299'2) (a19's) s]s02 uoipsinboe Aaijod
(s0z'89) T4 {6s1'e) (r26'el) [ (68L'F2) (€12} {z82'c) (6+9'9) (PEZ'LL) sasuadxa pajejss pue swie)
P19’z S 4 {16) GEQ'L (zgL) €5 9tE LZG 8oURINSUIR) - S38S0] papodaiun so) uoisiacid u abueyn
(602'L) ¥oe 80L°L (ssv'L) L#0'0 L0 (S1E'L) {09z'2) (c66'c) ss04b - sasso| papodaiun Jop uosiaoid ut abueyn
bWi's c (1) @ zlg's (e82) (o14) 80¢ z89 soueInsulal - sunepd Buipuelsino Joy uotsiaosd ul sbueyn
{999'c) 4 (629) LGP (g5g'11) L10L 681 28t GIv'y sso46 - swied Bujpuessino 1o} uoisinosd L ebuey?)
£18'61L 4 - 62 £66'L1 L9E zel 19t £e8 SI2INSUI3) WOL) PRISAGIAI SLUIB|D
(295'v6) (6L1) (6c9'9) (s05'zL) | (218'6D) (g8t'1) (c9e'2) (018's) (zsi'en) pied swie|p ssosn
: SASNIAJXI ONV S1S0D

oLL'vLL 7Tl 916'01 #82'91 86E'GP SSH'y 099'0 8LL'g £91'¢e
ZeB'LL GES #80'C 096'L 0z ] £06 vEL 0s8'y SpUny S3UBINSU| 0} B|QEINGUIIE BLUOIU) JUSLISIAU|
#8L'20L 281 Zeg's A" BLE'GY 609'€ 45L'S pHE'L ELE'2L swnwsid pawes 1aN
L0L'GL - - (22) 02g5'Ll (£9) (£22) 26G) (506} 2oueinsural - swniwaid paweaun uj abueyn
{(zeo'se) (Lg) 9v9'z (cee't) (GLe'ee) | (081) (898) T (¥50'L) $s046 - swhnjwaid pauseaun w abueyy
{rea'sy) {c) (5%) (€1) (c9L'cy) (98) (ree) (vee'e) (z92) swniwald aouRINSUIBI pIEMING
6hL'LLL e GeT'Q 669°G 9£2'801 BEG'E 9812 081’0t ¥E0'0Z ua)um swniwaid ssol9)
I S3INNIAIY

unay fuo | uue) Uoys sJaYI0 junoooe Juapay auuep Buusauibug | Auadoyg
[ejo) SIOYAN ’ . T
ETh aji|-UoN
6102 2unr Qg papua pouad
000. $SN

: ("QINOD) LNIWDIS SSANISNS AUVIING A8 INNIATY JO SISATYNY - NOILYIWHOLNI LINJWOIS '€l

TOINODY SINTWILVLS 1VIONVNIE WINILNI a31lvanosNOO A3ISNINOD 3HL 01 S3LON
(*0°'s°'9) dNOUD IONVINSNI GYHY



15.

ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

14. INVESTMENT INCOME

18

US$ '000
Financial year-to-date Financial Year
30 June 2020 year-lo-date ended
insurance |Shareholders’ Total 30 June 31 December
funds funds 2019 2019
Interest income
- Investments designated
at fair value through
profit or loss 383 208 591 715 1,399
- Others 3,421 2,067 5,488 5,683 11,218
Dividends 37 | 20 57 814 1,044
Realised gains |
- Held for trading investments 6,830 3,712 10,542 10,414 11,801
- Investment designated
at fair value through
profit or loss 451 245 696 486 733
- Available for sale 101 44 145 1,669 3.421
{Loss) gain on remeasurement
of investments at fair value
through profit or loss
- Held for trading investments {11,816) (6,422) {18,238) (1,657) (938)
- Investments designated
at fair value through profit
or loss 322 167 489 1,040 1,196
Impairment loss - available for
sale
- Debt Securities - - - - (349)
- Other {339) {184) {523) (632) (965)
- 8 8 (112) 40
Other (635) {346) {981) (1,090) {2,305)
(1,245) (481) (1726) | 17,330 26,205 |
OPERATING EXPENSES
US$ '000
Financial year-to-date Financial Year
30 June 2020 year-to-date ended
" Non- 30 June 31 December
Underwriting | gerwriting | 121! 2019 2019
Salaries and benefits 2,888 1,188 4,076 5,411 9,667
General and administration 1,453 2,339 3,792 4,295 6,807
4,341 ! 3,527 7,868 9,706 16,474



ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

16. OTHER INCOME

UsSs$ '000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
Foreign exchange gain 785 - -
Government support scheme (COVID19) 441 - -
Third party administration services 262 419 699
Qther 281 283 619
1,769 702 1,318
17. OTHER EXPENSES AND PROVISIONS
Uss$ '000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
Foreign exchange loss - 796 883
Impairment investment property 301 - -
Provision for doubtful receivable &
deposits - 655 1,057
Other, net 186 4,160 6,444
487 5,611 8,384
18. EARNINGS PER SHARE ATTRIBUTABLE TO SHAREHOLDERS
Basic and diluted (losses) earnings per share has been computed as follows:
Financial Financiai Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
Weighted average number of
shares outstanding ‘000 198,032 198,032 198,032
Net (loss) profit US$'000 {3,080) 9,194 17,526
(Losses) earnings per share US cents (1.6) 4.6 8.9
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19.

20,

ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

RECONCILIATION OF NET RESULT TO CASH FLOWS FROM OPERATING ACTIVITIES

(Loss) profit for the period
Change in insurance funds

Change in insurance receivable/payable, net

Change in accrued income

Change in other assets/liabilities, net
Net cash (used in) provided by operating

activities

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING ACTIVITIES

Balances at 31 December 2019
Share of comprehensive income
Interest paid during the period
Interest expense for the period
Dividends paid during the period

Balances at 30 June 2020

Balances at 31 December 2018
Share of comprehensive income
Subsidiary's capital reduction
Interest paid during the period
Interest expense for the period
Dividends paid during the period

Balances at 30 June 2019

Balances at 31 December 2018
Share of comprehensive income
Subsidiary's capital reduction
Interest paid during the year
Interest expense for the year
Dividends paid during the year

Balances at 31 December 2019

Uss$ 000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
{3,622) 9,535 18,428
(98,567) 13,413 (58,230)
17,279 6,150 30,922
45,006 (37,184) 15,227
28,578 21,046 (12,926)
{11,326) 12,960 (6,579)
US$ ‘000
. Non-
Borrowings Bog:;mg Dividends | controlling
interest
7,000 75 2,739 17,952
- - - (527)
- (99) - -
- 90 - -
. - (10) -
7,000 66 2,729 17,425
7,000 101 2,790 28,504
. = - 394
- - - {11,500)
- (156) - -
- 147 - -
- - (27) -
7,000 92 2,763 17,398
7,000 101 2,780 28,504
- - - 948
- - - (11,500)
- (279) - -
- 253 - -
- - {51) -
7,000 75 2,739 17,952
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21.

ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

FAIR VALUE DISCLOSURE

ASSETS

Cash and bank
Balances
Investments

Accrued income
Insurance receivables
Insurance deposits
Other assets

LIABILITIES
Insurance payables
Borrowings

Other liabilities

ASSETS

Cash and bank
balances

Investments

Accrued income

Insurance receivables

Insurance deposits

Other assets

LIABILITIES
Insurance payables
Borrowings

Other liabilities

The following table presents the fair values of the Group's financial instruments:

US$ ‘000
3¢ June 2020
Book Value

Attzarl'::gatl‘ue Loans and | Heldto | Avaitable | Amortised Total v';?zg

profit of loss receivables | maturity | for sale cost
- 145,797 - - - 145,797 | 145,797

130,302 241 8,401 301,980 - 440,924 | 441,427
- 26,352 - - - 26,352 26,352
- 99,822 - - - 99,822 99,822
- 21,785 - - - 21,785 21,785
- 23,159 - - - 23,159 23,159
- - 5 - 89,955 89,955 89,955
. - 5 7,000 7,000 7,000
- - - - 25,234 25,234 25,234
US$ '000
31 December 2019
Book Value
At fair value . . Fair
Loans and Held to | Available | Amortised

thro;:rglggoﬁl receivables | maturity | for sale cost Total el

- 81,261 - - - 81,261 81,261
158,809 - 8,383 | 377,540 - 544,732 | 545,100

- 71,358 - - - 71,358 71,358
- 117,872 - - - 117,872 | 117,872
- 22,505 - - = 22,505 22,505
- 29,161 - - - 29,161 29,161
- - - - 90,726 90,726 90,726
- - - - 7,000 7,000 7,000
- e S - 30,665 30,665 30,665
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ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

FAIR VALUE DISCLOSURE (CONTD.)

US$ ‘000
30 June 2019
Book Value
At fair value . . Fair
brocgh e | Loareand | Heldto | vatae | Amorioed | iy | e
or loss
ASSETS
Cash and bank
balances - 120,304 - - o 120,304 | 120,304

Investments 151,099 - 8,364 339,350 o 498,813 | 499,148
Accrued income - 123,769 - - - 123,769 | 123,769
Insurance receivables - 137,559 - - - 137,559 | 137,559
Insurance deposits - 27127 5 S - 27127 | 27127
Other assets - 30,552 - - - 30,552 | 30,552
LIABILITIES
Insurance payables C - e - 85,641 85641 | 85641
Borrowings s - - - 7.000 7,000 7,000
Other liabilities - - - - 43721 43721 43,721

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

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date in the principal market, orin its absence,
the most advantageous market to which the Group has access at that date. The fair value of a liability
reflects its non-performance risk.

When available, the Group measures the fair value of an instrument using the quoted price in an active
market for that instrument. A market is regarded as active if transactions for the asset or liability take place
with sufficient frequency and volume to provide pricing information on an ongoing basis.

When there is no quoted price in an active market, the Group uses valuation techniques that maximise
the use of relevant observable inputs and minimise the use of unobservable inputs. The chosen valuation
technique incorporates all the factors that market participants would take into account in pricing a
transaction.

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

i) General:

The book values of the Group’s financial instruments except investments and forward foreign exchange
contracts were deemed to approximate fair value due to the immediate or short term maturity of these
financial instrurnents.

Hence, the fair value measurement details are not disclosed.

ii) Investments:
The Company measures fair values using the following fair value hierarchy that reflects the significance
of the inputs used in making the measurements:

) Level 1: quoted prices (unadjusted) in active markets for identical assets and liabilities.

. Level 2: valuation techniques based on observable inputs, either directly (i.e. as prices) or indirectly
(i.e. as derived from prices). This category includes instruments valued using: quoted market prices
in active markets for similar instruments; quoted prices for identical or similar instruments in
markets that are considered less active; or other valuation techniques where all significant inputs
are directly or indirectly observable from market data.
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21. FAIR VALUE DISCLOSURE (CONTD.)

* Level 3: valuation techniques using significant unobservable inputs. This category includes all
instruments where the valuation technique includes inputs not based on observable data and the
unobservable inputs have a significant effect on the instrument's valuation. This category includes
instruments that are valued based on quoted market prices for similar instruments where significant
unobservable adjustments or assumptions are required to reflect differences between the
instruments.

Valuation technigues include net present value and discounted cash flow models and other valuation
models. Assumptions and inputs used in valuation includes risk free and benchmark interest rates,
bond and equity prices, and foreign exchange rates. The objective of valuations technique is to
arrive at fair value measurement that reflects the price that would be received on sale of the asset
at the measurement date.

The table below analyses financial instruments, measured at fair value as at the end of the period, by level

in the fair value hierarchy into which the fair value measurement is categorized:

Uss$’000
30 June 2020 Level 1 Level 2 Level 3 Total
At fair value through profit or loss
Held for trading
Common stock of listed companies 25,837 - - 25,837
Designated at fair value on initial
recognition
Debt securities 104,465 - - 104,465
Available for sale
Debt securities 275,562 - - 275,562
Common stock of listed companies 4,982 - - 4,982
Common stock of unlisted companies - - 4,127 4,127
Other - - 17,309 17,309
Forward foreign exchange contracts - (410) - (410)
410,846 (410) 21,436 431,872
US$'000
31 December 2019 Level 1 Level 2 Level 3 Total
At fair value through profit or loss
Held for trading
Common stock of listed companies 46,593 - - 46,593
Designated at fair value on initial
recognition
Debt securities 112,216 - 112,216
Available for sale
Debt securities 349,276 - 349,276
Common stack of listed companies 5,743 - 5,743
Common stock of unlisted companies - - 4,653 4653
Other - - 17,868 17,868
Forward foreign exchange contracts - {301) - (301)
513,828 (301) 22,521 536,048
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NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

FAIR VALUE DISCLOSURE (CONTD.)

30 June 2019

At fair value through profit or loss
Held for trading

Common stock of listed companies

Designated at fair value on initial
recognition

Debt securities

Available for sale

Debt securities

Common stock of listed companies
Common stock of unlisted companies
Other

Forward foreign exchange contracts

The tables below show movements in the Level 3 financial assets measured at fair value:

30 June 2020

Balances at 1 January 2020
Loss recognised in:

- Other comprehensive income
Investments made during the period
Investments redeemed during the period

Balances at 30 June 2020

31 December 2019

Balances at 1 January 2019
Gain recognised in:

- Other comprehensive income

Investments made during the year
Investments redeemed during the year

Balances at 31 December 2019

US$'000
Level 1 Level 2 Level 3 Total
44 597 - - 44,597
106,502 - - 106,502
311,813 - - 311,813
5,628 - - 5,528
- S 3,745 3,745
- - 18,264 18,264
- (115) - (115)
468,440 (115) 22,009 490,334
US$ '000
Unlisted equity Other Total
4,653 17,868 22,521
(506) (241) (747)
14 5§97 611
(34) (915) {949)
4127 17,309 21,436
US$'000
Unlisted equity Other Total
3,872 17,774 21,646
5 123 128
1,043 2,711 3,754
{267) (2,740) {3,007)
4,653 17,868 22,521
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21. FAIR VALUE DISCLOSURE (CONTD.)
US$ '000

30 June 2019 Unlisted equity Other Total
Balances at 1 January 2019 3,872 17,774 21,646
Gain (loss) recognised in:
- Other comprehensive income (44) 164 120
Investments made during the period 27 1,876 1,903
Investments redeemed during the period (110) (1,550) (1,660)
Balances at 30 June 2019 3,745 18,264 22,009

The carrying values of the investment held in level 3 are based on unobservable inputs and reflects
proportional share of the fair values of the respective companies and their underlying net assets. The
Group does not expect the fair value of assets under level 2 & level 3 to change significantly on
changing one or more of the unobservable inputs. The valuations of these investments are reviewed
guarterly and updated as necessary on the basis of information received from investee and investment
managers. The Group recognises transfers between levels of the fair value hierarchy at the end of
reporting period during which the change occurred. For the period ended 30 June 2020, there were no
transfers in and out of level 1, level 2 and level 3 (31 December 2019: nil; 30 June 2019: nil). The fair
values are estimates and do not necessarily represent the price at which the investment would sell. As
the determination of fair values involve subjective judgments, and given the inherent uncertainty of
assumptions regarding capitalisation rates, discount rates, leasing and other factors, the amount which
will be realized by the Company on the disposal of its investments may differ significantly from the
values at which they are carried in the condensed consolidated interim financial statements, and the
difference could be material.

The Group does not expect the fair value of assets under level 3 to change significantly on changing
one or more of the measurable / observable inputs.
iii. Forward foreign exchange contracts:

The fair value of forward foreign exchange contracts, used for hedging purposes, is based on
quoted market prices.

vi. Fair value less than carrying amounts:

The fair value of fixed interest debt securities fluctuates with changes in market interest rates. The
book value of financial assets held to maturity has not been reduced to fair value where lower,
because such market rate variations are considered temporary in nature and management
intends, and has the financial resources and capacity, to generally hold such investments to
maturity.
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PRINCIPAL SUBSIDIARIES & ASSOCIATES

i) Subsidiaries and associates

At 30 June 2020, the principal subsidiaries of the Company were:

Country of Ownership Non- Principal
incorporation controlling  Activities
Interests
Arig Capital Limited United Kingdom 100% Nil  Reinsurance
Gulf Warranties W.L.L. (under Kingdom of Bahrain 100% Nit  Warranty
voluntary liquidation)

Takaful Re Limited (under run-offy  United Arab Emirates 54% 46%  Retakaful
Insurance

All holdings are in the ordinary share capital of the subsidiaries concerned and are unchanged from 31
December 2019. The Company holds 49% and 24% of the equity shares in its associate companies Arima
Insurance software W.L.L. and Globemed Bahrain W.L.L., Bahrain respectively.

Financial statements of Takaful Re Limited (TRL) and Gulf Warranties W.L.L. (GWL) are not prepared on
going concern basis as TRL is under run-off and GWL is under voluntary liquidation.

ii) Interest in subsidiaries: Takaful Re Limited

USS$ '000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
Non-controlling interests 46% 46% 46%
Total assets 52,972 57,051 55,267
Total liabilities 15,221 18,503 16,369
Net assets 37,751 37,548 38,898
Revenue 177 (173) (32)
{Loss) Profit for the period (1,178) 859 2,223
Total comprehensive income (1,146) 974 2,323
Comprehensive income attributable
to non-controlling interests {527) 448 1,069
Net cash used in operating activities {432) (1,405) {3,202)
Net cash (used in) provided by investing
activities (1,006) 193 {9,271)
Net cash used in financing activities - {25,000) {25,000)
Net decrease in cash and cash
equivalents {1,438) {(26,212) (37,473}

The subsidiary's policyholders funds are consolidated as these funds are controlled and managed by the

subsidiary which is in a position to direct activities and operations

28



ARAB INSURANCE GROUP (B.S.C.)
NOTES TO THE CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS (CONTD.)

PRINCIPAL SUBSIDIARIES & ASSOCIATES (CONTD.)

iii) Interest in subsidiaries: Gulf Warranties W.L.L.

In 2018 a fraud was committed by employees of the Group's subsidiary, Gulf Warranties W.L.L.. Based
on management's assessments, the entire probable loss estimates of US$ 21.5 million was provided
for in the books of the subsidiary and consequently in the consolidated financial statements of the
Group. This does not constitute admission of any liability beyond the share capital of Gulf Warranties
W.LL The subsidiary was placed under voluntary liquidation by shareholders’ resolution of 27
February 2019.

RELATED PARTY TRANSACTIONS

Related parties represent the Company’s major shareholders, associate companies, directors and key
management personnel of the Group and entities controlled, jointly controlled or significantly influenced by
such parties.

Government of UAE controls 31.3% of issued shares in the Group through major shareholders Emirates
Investment Authority, General Pension and Saocial Security Authority and Emirates Development Bank while
Government of Libya controls 14.4% of issued shares in the Group through Central Bank of Libya. The
Group does not have any significant transactions with these governments and entities controlled, jointly
controlled or significantly influenced by these governments.

The following is the summary of transactions with related parties:

iy Associate companies:

US$ '000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December
2020 2019 2019
a) Service fees for administration '
services provided by Arig - 19 38
b) Service fees for administration
services provided by associate 262 411 730
c) Balances outstanding
- Payables 31 175 85
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ii) Compensation to directors and key management personnel:

a) Directors
- Attendance fees
- Travel expenses

b) Key management compensation
- Salaries and other short-term
employee benefits
- Post-employment benefits
- Employee long-term incentives

c) Balances payable to key
management

USs$ '000
Financial Financial Year
year-to-date year-to-date ended
30 June 30 June 31 December

2020 2019 2019

43 105 181

23 110 187

362 337 674

38 37 74

. 76 76

559 478 520
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(The attached supplementary disclosure does not form part of the
condensed consolidated interim financial statements)
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ARAB INSURANCE GROUP (B.S.C.)

SUPPLEMENTARY DISCLOSURE TO THE CONDENSED CONSILIDATED INTERIM FINANCIAL
STATEMENTS RELATED TO THE FINANCIAL IMPACT OF COVID 19

On 11 March 2020, the Coronavirus (COVID 19) outbreak was declared a pandemic by the World Health
Organization (WHO) and has rapidly evolved globally. COVID 19 has also brought about significant
uncertainties in the global economic environment. Authorities have taken various measures to contain
the spread including implementation of travel restrictions and quarantine measures.

The management has been closely monitoring the impact of the COVID 19 developments on the Group’s
operations and financial position; including possible loss of revenue, impact on asset valuations,
impairment etc. The Group has also put in place contingency measures, which include but are not limited
to enhancing and testing of business continuity plans.

In preparing the condensed consolidated interim financial statement, judgements made by management
in applying the Group's accounting policies and sources of estimation are subject to uncertainty regarding
the potential impacts of the current economic volatility and these are considered to represent
management’s best assessment based on available or observable information.

The Government of Kingdom of Bahrain has announced various economic stimulus programmes
("Packages”) to support businesses in these challenging times. The Group has received benefits from
these Packages in the form of reimbursement of salaries of Bahraini employees and waiver of Electricity
and Water charges for the months of April, May and June 2020.

The pandemic as well as the resulting measures have had an impact on the Group, particularly:

Reduction in asset valuations for which the Group has made adequate provision for impairment.
Investment losses due to market volatility and economic downturn

COVID 18 related claims mainly from the Lloyd's portfolio

Increase in General expense due to costs related to the necessary precautionary measures and
business continuity plan requirements.

» Capital costs related to implementing contingency remote working plans

The overall direct impact of COVID 19 pandemic on the financial statements as at 30 June 2020 as
assessed by the Group is as below:

US$ ‘000
30 June 2020
FINANCIAL BENEFITS - GOVERNMENT SUPPORTS SCHEMS
Staff salaries - Bahraini's 411
Electricity and water 30
441
FINANCIAL COSTS
Claims costs related to COVID19 {3,512)
Sterilization & disinfection of premises, sanitizers, masks &
gloves, depreciation, software license, etc (34)
{3,546)
NET DIRECT FINANCIAL IMPACT {3,105)

30



ARAB INSURANCE GROUP (B.S.C.)

SUPPLEMENTARY DISCLOSURE TO THE CONDENSED CONSILIDATED INTERIM FINANCIAL
STATEMENTS RELATED TO THE FINANCIAL IMPACT OF COVID 19 (CONTD.)

CAPITAL EXPENDITURE
US$ '000
30 June 2020
Cost of laptops and printers 12
12

The above supplementary information is provided to comply with the CBB circular reference OG/259/2020
(Financial impact of COVID 19) dated 14 July 2020.

The disclosure should not be considered as an indication of the results of the entire year or relied upon
for any other purposes. Since the situation of COVID 19 is uncertain and is still evolving, the above is as
of date of the preparation of this information. Circumstances may change which may result in this
information to be out of date. In addition, this information does not represent the full comprehensive
assessment of COVID 19 impact on the Group. This information is not subject to a formal review by the
external auditars.
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APPENDIX

ARAB INSURANCE GROUP (B.S.C.)

A. SIGNIFICANT ACCOUNTING POLICIES ON INVESTMENTS AS AT 30 JUNE 2020
INVESTMENTS

Investment securities are classified as 'at fair value through profit or loss', which includes financial
assets held for trading and those designated at fair value on initial recognition, ‘available for sale’,
‘held to maturity’ or ‘loans and receivables'. Management determines the appropriate classification
of investments at the time of purchase.

Securities are classified as at fair value through profit or loss if they are acquired for the purpose of
generating a profit from short-term fluctuations in price or if so designated by management.
Derivative financial instruments that are not designated as accounting hedge are classified as at
fair value through profit or loss. [nvestments with fixed or determinable payments and fixed maturity
that the management has the intent and ability to hold to maturity are classified as held to maturity.
Financial instruments with fixed or determinable payments and that are not quoted in an active
market are categorised as loans and receivables. Securities intended to be held for an indefinite
period of time and those that are not classified as at fair value through profit or loss, held to maturity
or loans and receivables, which may be sold in response to needs for liquidity or changes in interest
rates, are classified as available for sale.

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 at fair value through profit or loss and investments available for sale are carried at fair
value. Held to maturity investments and loans and receivables are carried at amortised cost, less
any adjustment necessary for impairment.

Fair values are measured using market observable data as far as possible. Fair values are
categorised into different levels in a fair value hierarchy based on the inputs used in valuation.

PROVISION FOR IMPAIRMENT OF FINANCIAL ASSETS

A provision is made in respect of a financial asset for which there is an objective evidence of
impairment 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 discounted at their original
effective interest rate. By comparison, the recoverable amount of an instrument carried at cost is
the present value of expected future cash flows discounted at the current market rate of interest for
a similar financial asset.

In the case of available for sale financial assets, the Group assesses at each statement of financial
position date whether there is an objective evidence of impairment of such assets. If any such
evidence exists, the impairment measured as the difference between acquisition cost and
recoverable amount less any impairment previously recognized in the income statement is
recognized in consolidated statement of income. Evidence of impairment considers among other
factors significant or prolonged decline in market values and financial difficulties of the issuer.
Impairment recognised is not reversed subsequently except in case of debt instruments.



INVESTMENT IN ASSOCIATED COMPANIES

Investments in associated companies are accounted for using the equity method, less any
adjustment necessary for impairment. Associated companies are defined as those companies over
which the Group is able to exercise significant influence but not control or joint control over the
financial and operating policy decisions.

INVESTMENT INCOME

Investment income comprises interest and dividend receivable for the financial year. Gains and
losses arising from changes in the fair value of investments at fair value through profit or loss are
included in the income statement in the period in which they arise. Gains and losses arising from
changes in the fair value of available for sale investments are recognised in other comprehensive
income and carried in investment revaluation income as part of equity. When available for sale
investments are disposed or are impaired, the related fair value adjustments are included in the
income statement.

Investment income arising from insurance business investment assets are allocated to the
underwriting results of insurance businesses based on the proportion of their respective
insurance funds to shareholders’ funds during the financial year.

FORE!IGN CURRENCY TRANSLATION

Transactions denominated in currencies other than U.S. Doltars are recorded at the rates ruling
at the date of the transaction. All monetary and non-monetary assets carried at fair value
denominated in currencies other than U.S. Dollars are translated at year-end exchange rates.

Urrealised gains or losses on translation are taken to income except in respect of non-
monetary available for sale investments, which are taken to other comprehensive income until
they are disposed.

Unrealised gains and losses on translation of financial statements of subsidiaries are included in
equity. Other foreign currency gains and losses are taken to income.

DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING

In the ordinary course of its business, the Group uses forward foreign exchange contracts as fair
value hedges to protect its exposures in respect of foreign currency denominated investments
and insurance liabilities and these contracts are carried at fair value.

Where a fair value hedge meets the conditions prescribed by International Financial Reporting
Standards for qualifying as an effective hedge, gains or losses from remeasuring forward foreign
exchange contracts and gains or losses on hedged assets attributable to the hedged risk are
recognised in income,

Where the hedge is not effective, gains or losses from remeasuring forward foreign exchange
contracts are recognised in income. Gains or losses on hedged assetls are recognised in income
except in respect of non-monetary available for sale investments, which are taken to equity until
they are disposed.

The gain or losses from remeasuring insurance liabilities and related foreign exchange contracts
are recognised in income.



ARAB INSURANCE GROUP (B.S.C.)

APPENDIX

B. ADDITIONAL DISCLOSURE ON INVESTMENTS

3. Cash & bank balances

Total cash & bank balances

b. Investments

At fair value through profit or loss
Held for trading

Common stock of listed companies

Designated at fair value on initial recognition
Debt Securities
- Investment grade
- Other

Held to maturity

Debt securities
- Supra-nationals and OECD couniry governments
- Investment grade
- Other

Available for sale

Debt securities
- Supra-nationals and OECD country governments
- Invesiment grade
- COther

Common stock of listed companies

Common stock of unlisted companies

Other equity type Invesiment (see note)

Loans & Receivables

lovestment in associates

Total Investments

Uss$ 'oo0
30-June-2020
Investments in Investments Total
U.AE. outside U.A.E.

3,172 142,625 145,797
3,172 142,625 145,797
- 25,837 25,837

- 25,837 25,837

- 93,704 93,704

- 10,761 10,761

- 104,465 104,465

- 500 500
3,940 - 3,940
- 3,961 3,961
3,940 4,461 8,401
- 18,237 18,237
19,069 186,109 205,178
15,005 37,142 52,147
- 4,982 4,982

- 4,127 4127

- 17.309 17,309
34,074 267,906 301,980
- 241 241

- 241 241

- 491 491

- 491 491
38,014 403,401 441,415

Note: The Group does not have any direct investments in land or real estate. However, "Other equity type Investment'
includes investments in Real Estate funds amounting to USS$ 1,881,549 (in U.A.E.: US$ NIL}.




