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Introduction
We have reviewed the accompanying condensed consolidated statement of financial position of

Arab Insurance Group (B.S.C.) {the “Company”) and its subsidiaries {together the "Group”) as at
30 June 2010, and the related condensed consclidated statements of income, comprehensive
income, changes in equity and cash flows for the six-month period then ended {interim financial
informaticn). The Board of Directors of the Company is responsible for the preparation and
presentation of this interim financial information in accordance with International Financial
Reporting Standard IAS 34 - Interim Financial Reporting. Our responsibility is to express a
conclusion on this interim financial information based on our review.

Scope of Review
We conducted our review in accordance with International Standard on Review Engagements

2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity.” A review of interim financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying anaiytical 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 o our attention that causes us to believe that the

accompanying interim financial information is not prepared, in all material respecis, in
accordance with IAS 34 Interim Financial Reporting.
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ARAB INSURANCE GROUP (B.S.C.)
INTERIM CONDENSED FINANCIAL STATEMENTS
CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2010

{In thousands of U.S. Dollars)

30 June 31 December 30 Jure
Note 2010 2009 2009
(reviewed) {audited) {reviewed)
ASSETS
Cash and cash equivalents 289,876 354,313 348,440
Investments 4 342,200 308,103 314,084
Accrued income 5 154,893 127,712 135,345
Insurance receivables 73,381 75,960 66,504
Insurance deposits 68,389 68,395 67,734
Deferred policy acquisition costs 34,677 22,296 33,343
Reinsurers’ share of technical provisions 6 67,781 57,709 62,462
Other assets 7 21,975 26,423 20,570
Takaful participants’ assets 8 68,610 65,745 43,232
Property & equipment 27,430 27,627 27,492
1,149,212 1,132,283 1,120,206
LIABILITIES
Technical provisions 9 688,668 647,551 854,352
Insurance payables 25,802 27,425 25,695
Borrowings 12,706 12,706 38,105
Other liabilities 10 49,444 50,917 51,135
Takaful fund and participants’ liabilities 8 68,610 65,745 43,232
845,230 804,344 812,519
EQUITY
Attributable to shareholders of parent
company
Share capital 220,000 220,000 220,000
Treasury stock (11,025) (8,163) {7,889)
Reserves 38,553 41,052 34,805
(Accumulated deficit) retained earnings (2,163) 14,456 3,432
245,365 267,345 250,348
Non-controlling interests 58,617 60,594 57,339
303,982 327,839 307,687
1,149,212 1,132,283 1,120,206

These consolidated interim condensed financial statements were approved by the Board of Directors
on 21 July 2010 and signed by:

/Q O’” YIHR fr

Khalid A. Al Bustani Khalid J. Bin Kalban Yassir Albaharna
Chairman Vice Chairman Chief Executive Officer

The accompanying notes 1 to 20 are an integral part of
these consolidated interim condensed financial statements.
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ARAB INSURANCE GROUP (B.S.C.)

INTERIM CONDENSED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF INCOME
FOR THE SIX MONTH PER!OD ENDED 30 JUNE 2010

{In thousands of U.S. Dollars)

Note
Gross premiums written
Net earned premiums
Claims and related expenses
Policy acauisition costs
investment income (loss) attributable to
insurance funds 12
Operaling expenses 13
Underwriting result 11
investment income (loss) attributable to
shareholders’ funds 12
Operating expenses — non underwriting
activities 13
Borrowing cost
Other income 14
Other expenses and provisions 15
{Loss) profit for the period
Attributabie to:
Non-controlling interests
Shareholders of Parent Company
Earnings per share attributable to
shareholders : 16 US$

For the For th
For the three For the financial For the ; 4
months three months | year-to-date | financial year- 35;8;;2‘“ %er
ended ended 30 June fo-date 20;;“
30 June 2010 1 30 June 2008 2010 3G June 2009 dited
{reviewed) (reviewed) {reviewed) {reviewed) (auditec)
35,421 51,208 177,105 163,017 279,355
50,038 60,797 112,500 120,519 264,023
(40,915) {47,524) (86,072) {88,517) { (194,357)
(9,798) {12,540) (21,415) (22,693) {53,150)
{26) 7,197 2,867 7,153 14,602
{5,781) (5,392) {11,956) (10,246) (20,488)
(6,482) 2,538 (4,076) 6,216 10,630
{952) 8,455 2,659 8,226 18,086
(3,122) (3,806) (7,117) (7,424) | (14,214)
- (285) - (760) (923)
3,443 2,234 7,513 4,596 13,541
(781) (242) (1,442) (517) (1,714)
(7,894) 8,804 (2,463) 10,337 26,406
{624) 1,554 301 1,310 4,553
(7,270) 7,340 {2,764) 8,827 21,853
(7,894) 8,894 (2,463) 10,337 26,406
(0.01) 0.04 0.10

The accompanying notes 1 to 20 are an integral part of
these consolidated interim condensed financial statements.




ARAB INSURANCE GROUP (B.S.C.)

INTERIM CONDENSED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2010

{Loss} profit for the period
Other comprehensive income

Changes on remeasurement of
avaifable for sale investments
Transfers for recognition of {gains)
losses on disposal of available

for sale investments

Other comprehensive income for
the period

Total comprehensive income for
the period

Attributable to:
Non-Controfling interests

Shareholders of Parent Company

{In thousands of U.S. Dollars)

For the three For For the For the For the
months the three financial finrancial year- | year ended
ended months ended | year-to-date fo-date 31 December
30 June 2010 | 30 June 2009 | 30 June 2010 | 30 June 2008 2009
{reviewed) {reviewed) {reviewed) {reviewed) {audited)
(7,894) 8,894 (2,463) 10,337 26,406
{1,593) 1,991 (2,2586) 2,288 5,090
{140) 87 (51) {132) 1,623
{1,733) 2,078 (2,307) 2,156 6,613
(9,627)| 10,972 (4,770)| 12,493 33,019
(657) 1,673 310 1,724 4,979
(8,970) 9,299 (5,080) 10,769 28,040
(9,627)| 10.972 4,770y 12,493 33,019

The accompanying notes 1 to 20 are an integral part of
these consolidated interim condensed financial statements.
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ARAB INSURANCE GROUP (B.S.C.)
INTERIM CONDENSED FINANCIAL STATEMENTS

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE SIX MONTH PERIOD ENDED 30 JUNE 2010

{In thousands of U.S. Dollars)

For the For the financial | For the year
financial year-to-date ended
Note | yearto-date | 30 June 2009 | 31 December
30 June 2010 (reviewed) 2009

{reviewed) {audited)
CASH FLOWS FROM OPERATING ACTIVITIES:
Premiums received 153,401 125,898 241,083
Reinsurance premiums paid {25,264) (5,133) (8,640)
Claims paid {138,216) (107,044} (207.147)
Reinsurance receipts in respect of claims 8,408 3,721 8,562
Investment {loss) income {418} 260 (6,681}
Interest received 2,900 3,345 8,501
Dividends received 2,320 1,170 4 1,470
Interest paid . (1,040} {1,601)
Operating expenses paid {16,723) {10,251) (24,954)
Other income/expenseas, net 3,387 2,146 678
insurance deposits paid 194 (5,446) (6,098)
Purchase of trading investments (85,150} (70,306) {98,667)
Sale of rading investments 62,232 44,963 100,788
Directors’ remuneration paid {864} - -
Net cash {used in) provided by operating activities 17 (33,793) {(17.717) 7,294
CASH FLOWS FROM INVESTING ACTIVITIES:
Maturity/sale of invesiments 86,423 78,414 179,602
Purchase of investments {105,552) (85,715} (187,472)
interest received 3,182 3,743 7,040
Dividends Received 105 299 744
Investment income received 849 172 2,823
Collateralised cash deposits released (paid) 205 (306) 232
Purchase of property and equipment (233) (1,921) {2,405}
Purchase of intangible assets (203} (146) (360)
Net cash (used in) provided by investing activities {15,224) (5,460} 204
CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends paid (12,545) (26) (31)
Purchase of treasury shares {2,862) - (274)
Net borrowings - {30,155) (65,678}
Net cash used in financing activities {15,407) {(30,181) (55,983)
Net decrease in cash and cash equivaients (64,424} (53,358) {48,485}
Effect of exchange rate on cash and cash equivalents {13) (151) (151)
Cash and cash equivalents, beginning of period 354,313 402,949 402,949
Cash and cash equivalents, end of period 289,876 349,440 354,313

The accompanying notes 1 to 20 are an integral part of
these consolidated interim condensed financial statements.



ARAB INSURANCE GROUP (B.S.C))

NOTES TO THE CONSOLIDATED INTERIM CONDENSED FINANCIAL
STATEMENTS FOR THE Si1X MONTH PERIOD ENDED 30 JUNE 2010

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 invoived in provision of general (non-life) and life reinsurance and related service
activities.

SIGNIFICANT ACCOUNTING POLICIES

These 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 information to be prepared in condensed form. The interim financial information does
not include all of the information required for fult annual financial statements, and shoutd be
read in conjunction with the consolidated financial statements of the Group as at and for the
year ended 31 December 2000,

The accounting policies and methods of computation are consistent with the most recent
consolidated financial statements of the Group at 31 December 2009 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's financial statements are presented in U.S. Dollars, which is its functional currency
as its share capital and a significant proportion of iis business, assets and habilities are
denominated in that currency.

The Group has adopted all new and revised IFRS and interpretations applicable for accounting
periods beginning on or after 1 January 2010, including IFRS 2 Share Based Payments; IFRS
3, Business Combination; IAS 27, Consolidated and Separate Financial Statements. The
adoption of these Standards and interpretation does not have any material impact on the
Financial Statements.

There were no other changes to the accounting policies and risk management framework as
set out in the consolidated financial statements for the year ended 31 December 2009. The
Group's financial risk management objectives and policies are consistent with those disclosed
in the audited consolidated financial statements for the year ended 31 December 2009.

The consotidated interim condensed financial statements include the accounts of the parent
company and aff of its subsidiaries. It also includes the account of its Joint Venture, Hardy Arig
Management (HAIM), which has been consolidated using the proportionate consolidation
method,

The Company's subsidiary, Takaful Re Limited, is an Operator of Isiamic Reinsurance (Takaful)
business. In accordance with applicable Shari'a principles, Participants’ (policyholders’) funds
are maintained distinct from the Operator’s (shareholders’) funds. Accordingly, the participants’
assets and liabilities including the fund balance are shown separately as 'takaful participants’
assets’ and ‘takaful fund and participants’ liabilities' respectively in the Consolidated Statement
of Financial Position, Takaful Participants’ Fund Accounts comprising of Statement of Financial
Position and Statement of Participants’ Revenue is set out in note 8.



SEASONALITY OF INTERIM OPERATIONS

As a result of the seasonality associated with the insurance business, the Group registers
approximately 40% of its gross premiums during the first quarter of every year. (ross
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.

10



4. INVESTMENTS

US$ '000
30 June 31 December 30 June
2010 2009 2009
At fair value through profit or loss
Held for trading
Common stock of listed companies 70,128 53,853 63,060
70,128 | 53,853 63,060
Designated at fair value on initial
recognition
Debt Securities
- Other invesiment grade 32,513 30,484 30,478
- Other 6,342 5,101 8,740
38,855 35,585 39,218
Held to maturity
Debt securities
- Supra-nationals and OECD
country governments 75,282 64,412 59,388
- Other investment grade 56,012 54,425 43,6095
131,294 118,837 103,083
Available for sale
Debt securities
- Supra-nationals and QECD country
governments 15,828 7,766 15,112
- Other investment grade 28,288 30,235 38,213
- Non-OECD counfry governments 2,660 3,546 4,018
- Other 14,287 13,455 13,001
Common stock of listed companies 1,352 1,814 2,074
Common stock of unlisted companies 17,113 19,383 14,787
Other 22,395 21,529 21,517
101,923 97,728 108,723
342,260 306,103 314,084

Debt securities amounting to US$ 51 million (31 December 2009 US$45.0 million:
30 June 2009 USS 46.0 Milion) have been pledged as security for reinsurance trust
agreements, letters of credit and guarantees and US$ Nil (31 December 2009
US$ Nif; 30 June 2009: 27.8 million) for borrowings.

11



ACCRUED INCOME

Accrued insurance premiums
Accrued interest

REINSURERS’ SHARE OF TECHNICAL PROVISIONS

General insurance business

- Claims outstanding
- Unreported claims
- Deferred retrocession premium reserve

Life insurance business

- Claims outstanding

OTHER ASSETS

Intangible assets :
- Present vaiue of future profits (PVFP)
- Computer software

Less: accumulated amortisation

- Goodwill
Net intangible assets
Other assets :

- Collateralised cash deposits
- Prepayments and other receivables

12

Us$ 000
30 June 31 December 30 June
2010 2009 2009
151,497 124,442 131,653
3,386 3,270 3,682
154,893 127,712 135,345
US$ ‘600
30 June 31 December 30 June
2010 2008 2009
45,475 53,504 54,993
6,122 2,838 4,697
16,102 847 2,632
67,699 57,189 62,322
82 520 140
82 520 140
67,781 57,709 62,462
US$ '000
30 June 31 December 30 June
2010 2009 2009
5,000 5,000 5,000
10,150 10,267 10,168
15,150 15,267 15,168
(11,999) {11,404) (10,806)
3,151 3,863 4,362
1,893 1,893 1,893
5,044 5,756 6,255
4,118 4,323 4,861
12,813 16,344 9,454
16,931 20,667 14,315
21,975 26,423 20,570




i) STATEMENT OF FINANCIAL POSITION

ASSETS

Cash & cash equivalents
Accrued income
insurance receivable
insurance deposits
Deferred acquisition costs
Deferred Wakala fees
Other assets

LIABILITIES
Accounts payabie
Other liabilities

TAKAFUL FUND
Unearned contributions
Cutstanding claims
Unreported losses

Accumulated deficit

TAKAFUL PARTICIPANTS’ FUND ACCOUNTS

it} STATEMENT OF PARTICIPANTS’ REVENUE

Gross contributions

QOutward reinsurance premiums
Unearned contributions

Net earned contributions

Reported losses
Provision for unreported losses
Claim and related expenses

Policy acquisition costs
Deferred policy acquisition costs

Policy acquisition costs
Fee payable to operator (Wakala fee)
Invesiment income

Other expenses & provisions

Deficit for the period

13

USS$ '000
30 June 31 December 30 June
2010 2009 2009
9,486 9,483 4,311
25934 30,428 16,257
7,947 8,019 7,025
16,091 9,810 8,102
6,022 3,625 4,453
3,130 4,380 3,101
- - (17}
68,610 65,745 43,232
9,961 13,881 6,810
{23) 85 -
9,938 13,966 6,810
20,810 21,904 15,488
23,726 12,787 10,282
27,611 26,805 15,854
72,147 61,466 41,634
{13,475) {9,687) {5,212)
68,610 65,745 43,232
Us$ '000
Year ended
Year-to-date 31 December Year-to-date
30 June 2010 3G June 2009
2009
22,603 48,669 15,108
(817) (1,491) (812)
1,067 {6,261) 131
22,853 40,917 14,427
{17,393) {18,318) (8,547}
{950) (14,117) (2,882)
(18,343) {32,436) (11,428)
{7,019} {6,815) (2,977
2,400 (202) 625
{4,619) (7,017) (2,352)
(3,607) (8,481} (3,032)
129 83 55
(198) {141} (268)
(3,785) (7,075) (2,600)




10.

TECHNICAL PROVISIONS

Technical provisions comprise:

General insurance business

Claims outstanding
Unreported losses
Unearned premiums

Life insurance business

Claims outstanding
Unreported losses
Unearned premiums

OTHER LIABILITIES

Accrued expenses

Post employment benefits

Accrual for scheme of arrangement fees
Reinsurance premiums accrued
Employee share scheme

Dividends payable

Other

Uss$ '000
30 June 31 December 30 June
2010 2009 2009
278,378 283,257 279,966
153,914 151,859 142,196
158,695 108,998 143,300
590,987 544 114 565,462
18,864 22,162 16,549
67,159 74,068 67,034
11,658 7,206 5,307
97,681 103,437 88,890
688,668 647,551 654,352
Us$ 000
30 June 31 December 30 June
2010 2009 2008
4,208 5,451 4,438
14,849 14,290 13,8984
3,231 3,231 3,043
8,754 11,179 11,733
2,653 1,370 891
1,764 8086 912
13,985 14,490 16,134
49,444 50,917 51,135

14
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12.  INVESTMENT INCOME

13.

USs$ '000
Fma;\g:ji{gga;{-)t‘? (;date Financial year-| Year ended
Insurance |Shareholders’ to-date 31 December
funds funds Total 30 June 2009 2009
interest income
- investments
designated at fair
value through profit
or loss 339 267 606 543 775
- Qthers 2,996 3,671 6,667 6,982 15,021
Dividends 602 658 1,260 1,469 2,214
Realised {loss) gains
- Trading investments 1,324 902 2,226 {4,018) (7,325)
- Investment
designated at fair
value through profit
or loss 1,464 1,152 2,616 (2,639) (4,703)
- Available for sale 1,142 887 2,029 (158) 3,408
Gain (loss) on
remeasurement of
investments at fair
value through profit &
loss
- Trading investments (3,182) (3,570) {6,752) 10,020 18,833
- Investmenis
designated at fair
vatue through profit or
loss (1,214) (955) {2,169) 4,558 8,678
Impairment loss-
avaiiable for sale {304} (239) (543) {2,194) (3,598)
Other (300) {114) {414) 816 386
2,867 2,659 5,526 15,379 33,688
OPERATING EXPENSES
US$ 000
Financial year-to-date Financial
30 June 2010 year-to- Yﬁa{;nded
date
Underwriting Non- 30 June De;g(r;wgbe{
Underwriting Total 2008
Salaries and benefits 9,879 4,635 14,514 14,086 26,888
General and administration 2,077 2,482 4,559 3.584 7,816
11,956 7,117 19,073 17,670 34,702
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14.

15.

16.

17.

OTHER INCOME

USs$ '000
Financial Financial Year ended
year-to-date year-to-date 31 December
30 June 2010 30 June 2009 2009
Third party administration services 2,429 3,028 6,105
Fees on managing lslamic reinsurance
operations 3,607 3,048 8,481
Foreign exchange gain (Joss) 831 {2,521) (2,886)
Software sales and related services 354 796 1,283
Other 292 245 548
7,513 4,596 13,541
OTHER EXPENSES AND PROVISIONS
US$ 000
Financial Financial Year ended
year-to-date year-to-date 1 December
30 June 20010 30 June 2009 2009
Intangible asset amortised 500 500 1,000
Provision for doubtful receivable &
deposits - 35 337
Other 942 (18) 377
1,442 517 1,714
EARNINGS PER SHARE ATTRIBUTABLE TO SHAREHOLDERS
Basic (loss) profit per share has been computed as follows:
Financial Financial Year ended
year-to-date year-to-date 31 December
30 June 2010 30 June 2009 2009
Weighted average number
of shares ouistanding ‘000 209,869 211,292 211,186
Net {loss) profit US$000 (2,764) 8,827 21,853
(Loss) earnings per share Uss (0.01) 0.04 0.10

RECONCILIATION OF NET RESULT TO CASH FLOWS FROM OPERATING ACTIVITIES

(l.oss) profit before non-controlling
interests

Increase in insurance funds

Change in insurance receivable/
payable, net

Change in accrued income

Change in other assets/labilities, net

Net cash (used in) provided by
operating activities

US$ '000
Financial Financial Year ended
year-to-date year-to-date 31 December
30 June 2010 30 June 2009 2009
{2,463) 10,337 26,406
18,670 48,715 57,053
956 (12,085) {18,745
(27,181) (32,478) {24,845)
{23,775) {32,206) {32,575)
(33,793) {17,717) 7,294
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18.

19.

20,

PRINCIPAL SUBSIDIARIES
At 30 June 2010, the principal subsidiaries of the Company were:

Country of incorporation Ownership
Arig Insurance Company Limited United Kingdom 100.0%
Arima Insurance Software W.L.L. Kingdom of Bahrain 100.0%
Gulf Warranties W.L.L. Kingdom of Bahrain 66.0%
Takaful Re Limited United Arab Emirates 54.0%

All holdings are in the ordinary share capital of the subsidiaries concerned and are unchanged
from 31 December 2009. It also continues to hold 50% of the Joint Venture Hardy Arig
Insurance Management WLL which is incorporated in the Kingdom of Bahrain

RELATED-PARTY TRANSACTIONS

Related parties represent the Company's major shareholders, subsidiary companies, directors
and key management personnel.

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

Compensation paid {o directors and key management personnel are as follows:

US$ ‘000
Financiaf Financial Year ended
year-to-date year-to-date 31 December
30 June 2010 | 30 June 2009 2009
i} Directors
- Remuneration paid 864 - -
- Allowances 57 43 99
ii} Key management compensation
- Salaries and other short-term
employee benefits 741 567 1,206
- Post employment benefits 105 465 638
- Share-based compensation 741 200 268
lif) Balances payable (net)
Key management
- Maximum balance 4,441 2,423 3,250
- Closing balance 4,441 2,423 3,250

COMMITMENTS OUTSTANDING

The Group has commitments for uncalled capital in investee companies held as part of its
investment portfolios amounting to US$ 6.4 million (31 December 2009 US$ 7.7 million;
30 June 2009: US$ 6.2 milion). The Group also has commitments of US$ 15.8 miiion
(31 December 2009: US$ 15.8 million; 30 June 2009: US$ 15.8 million) towards purchase of
property.

The Subsidiary, Takaful Re Limited has a commitment to provide an interest free loan to the

extent of the accumulated deficit in the participant's fund. The Group’s share of the commitment
is USS 7.3 million (31 December 2009: US$ 5.2 million; 30 June 2009: US$ 2.8 million).
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ARAB INSURANCE GROUP (B.S.C.)

APPENDIX |

A. SIGNIFICANT ACCOUNTING POLICIES ON INVESTMENTS AS PER
CONSOLIDATED FINANCIAL STATEMENTS AS AT 31 DECEMBER 2009

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 vaiue 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. Investments 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. Non-derivative 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 heid 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.

The fair value of pubiicly traded investments is based on quoted market values at the
statement of financial position date. Fair value of managed funds is based on net asset
value quoted by the fund manager and fair values of other investments are estimated at
realisable values. Where it is not possible to estimate the fair value, the asset is carried
at cost less impairment, if any.

PROVISION FOR IMPAIRMENT OF FINANCIAL ASSETS

A provision is made in respect of a financial asset that is impaired i 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 fiows
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 is recognised in income. Evidence
of impairment considering among other factors significant or prolonged decline in market



values and financial difficulties of the issues. Impairment recognised is not reversed
subsequently except in case of debt instruments.

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 vaiue of available for sale
investments are recognised in other comprehensive income and carried in investment
revatuation 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.

FOREIGN CURRENCY TRANSLATION

Transactions denominated in currencies other than U.S. Dollars 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.

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

Unrealised gains and losses on translation of financial statements of subsidiaries, net of
translation adjustments relating to hedging liabilities, if any, 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 assels are
recognised in income except in respect of non-monetary available for sale investments,
which are faken to equity untif they are disposed.

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

Covered call and put options are written and bought by the Group as part of its
investment portfolio. The premium received and paid is initially recorded as liability and
asset respectively and the changes in fair value of these options are taken to the
statement of income and the corresponding asset or liability adjusted.



ARAB INSURANCE GROUP (B.S.C.)

APPENDIX |

B. ADDITIONAL DISCLOSURE ON INVESTMENTS

a. Cash & Cash Equivalents
Total Cash & Cash Equivalents
b. Investments
At fair value through profit or loss

Held for trading
Common stock of listed companies

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

Held to maturity
Debt securities

- Supra-nationals and QECD country governments
- Other Investment grade

Available for sale
Debt securities
~ Supra-nationals and OECD country governments
- Other Investment grade
- Non-OECD country governments
- Other
Common stock of listed companies
Common stock of unlisted companies
Other {see note)

Total Investments

USE 600
30-June-2010
Investments in Investments Total
U.AE. outside U.AE.

77,915 211,961 289,876
77,915 211,961 289,878
3,171 66,957 70,128
3,171 66,957 70,128

- 32,513 32,513

- 6,342 6,342

- 38,855 38,855

- 75,282 75,282
5,008 51,004 56,012
5,008 126,286 131,294

- 15,828 15,828
7,032 21,258 28,288
1,174 1,486 2,660
6,405 7.882 14,287
- 1,352 1,352

- 17,113 17,113

2,164 20,231 22,395
16,775 85,148 101,923
24,954 317,246 342,200

Note: The Group does not have any direct investments in land or real estate. However, 'Other’ includes
investments in Real Estate funds amounting to US$$ 3,593,000 (in U.AE.: NiL).




