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REVIEW REPORT TO THE BOARD OF DIRECTORS OF Public Accountants

P.0. Box 1620

ALLIANCE INSURANCE (PSC) \é)vsirrz-aAgsné;ier Al Siddique Road

Dubai, United Arab Emirates
Tel. : 971 (4) 2688070 (5 Lines)

. Fax : 971 (4) 2694599
Introduction E-mail : info@gtuae.net

Website: www.gtuae.net

We have reviewed the accompanying interim condensed balance sheet of Alliance
Insurance (PSC) as at September 30, 2008 and the related interim condensed income
statement, interim condensed statement of changes in shareholders’ equity and interim
condensed statement of cash flows for the 9 months period then ended, and a summary of
significant accounting policies and other explanatory notes. Management is responsible
for the preparation and fair presentation of interim financial information in accordance
with International Accounting Standard No. 34. Our responsibility is to express a
conclusion on interim financial information based on our review.

Scope of Review

We conducted our review in accordance with the International Standards on Review
Engagement 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 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 as 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 to our attention that causes us to believe that the
accompanying interim financial information is not prepared, in all material respect in
accordance with International Accounting Standard No. 34.

Grant Thornton

C U

Farouk Mohamed
Registration No. 54
Dubai

United Arab Emirates

27 October 2008
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Alliance Insurance (PSC)
Notes to the interim condensed financial information (un-audited)

September 30, 2008

1.
Legal status and activities

Alliance Insurance (PSC) (“the Company”) is a Public Shareholding Company (‘PSC’), which was originally established in Dubai with limited liability on July 1, 1975 under the name of Credit and Commerce Insurance Company.  The Company was subsequently incorporated in Dubai with limited liability on January 6, 1982 under an Emiri Decree.  The Company became a PSC in January 1995, in accordance with the UAE Federal Commercial Companies Law No. (8) of 1984 (as amended).

The Company underwrites all classes of general insurance, life assurance and health insurance business in accordance with the provisions of the UAE Federal Law No. 9 of 1984 (as amended) relating to insurance companies and insurance agents.

The registered address of the Company is Warba Centre, P.O. Box 5501, Dubai, UAE.

2.
Significant accounting policies

The interim condensed financial statements of the Company are prepared in accordance with International Accounting Standards (IAS) 34, Interim Financial Reporting.  The accounting policies used in the preparation of the interim condensed financial statements are consistent with those used in the preparation of the annual financial statements for the year ended December 31, 2007.

Accounting policies related to investments have been disclosed along with related quantitative disclosures as required by Securities and Commodities Authority of the UAE. 

a)
Investments

Held-to-maturity investments

Held-to-maturity investments, which are debt investments with fixed payments and maturity that the company has the intent and ability to hold to maturity are stated at amortised cost less impairment losses.

Fair value through profit & loss

Fair value through profit & loss, are equity and debt investments, held for trading.  Movements in the fair value are recognised in the income statement
b)
Investment property

Investment properties are measured by applying the fair value model and gains or losses from fair value adjustments are recognised in income statement for the year in which they arise.
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3.
Change in accounting policy

The Company changed its accounting policy for the recognition of dividends payable to shareholders.  Previously, dividends were recognised on the proposed basis, but this policy has new been changed to the “paid” basis in line with revisions to IAS 10 “Events after balance sheet date”.  The change in accounting policy has a retrospective effect and therefore comparatives in the financial statements for the year ended December 31, 2006 have been restated.

4.
Investment property
	
	(Un-audited)
	(Audited)

	
	September 30,2008
	December 31,2007

	
	AED’000
	AED’000

	
	
	

	Balance at 1 January
	200,000
	187,096

	Fair value adjustments 
	-
	12,904

	
	________
	________

	Balance at 30 September 
	200,000
	200,000

	
	=======
	=======


	Investment property comprises two commercial buildings in Dubai.  With effect from 1 January 2001, the company adopted IAS 40, whereby accounting for investment property is at fair value.

	

	In December 2007, The Technical and Loss Adjusting Services Company LLC estimated the open market value of the investment properties at AED 200,000,000 (2006: 187,096,000).The qualification of the person carrying out the valuation was a Chartered Engineer.

	

	The Company occupies part of these properties for use in its own business.  The Directors consider it appropriate for fairer presentation to include all properties under investment property rather than a part as owner occupied properties under property, plant and equipment as the Company occupies an insignificant area of the property for business use.

	


5.
Investments – held to maturity
	
	(Un-audited)
	(Audited)

	
	September 30,2008
	December 31,2007

	
	AED’000
	AED’000

	Quoted investments
	
	

	        Government Bonds
	5,725
	5,725

	        Ordinary Bonds
	367
	367

	
	______
	______

	
	6,092
	6,092

	
	=====
	=====
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5.
Investments – held to maturity (cont.)
The investment in Government bonds represents 6,000 bonds purchased in 2003 from the Government of Oman bearing interest rate of 5.25% p.a. payable semi-annually and maturing on November 1, 2010.  









The investment in ordinary bonds represents 100,000 bonds purchased in 1999 from Man Corporate Services Limited based in Ireland. The bonds have a maturity date of November 30, 2009 at which date they will be redeemed at a value equal to the greater of their net asset value or the USD 1 face value.









6.
Investments – fair value through profit & loss
	
	(Un-audited)
	(Audited)

	
	September 30,2008
	December 31,2007

	
	AED’000
	AED’000

	Local investments

	
	

	Quoted equities and funds 
	8,480
	7,627

	Fair value adjustment 
	16,591
	20,974

	
	_______
	_______

	
	25,071
	28,601

	Foreign investments


	
	

	Quoted equities and funds 
	14,928
	14,928

	Fair value adjustment 
	(7,263)
	 (1,835)

	
	_______
	_______

	
	7,665
	13,093

	
	_______
	_______

	
	32,736
	41,694

	
	======
	======


7.
Cash in hand and at banks
The cash in hand and at banks mainly comprises deposits at local banks amounted to AED 438,649,200 as at September 30, 2008 (31 December 2007: AED 403,934,736).
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8.
Policyholders’ funds

Policyholders’ funds represent amounts set aside to meet the aggregate amount of the liabilities of the Company in relation to its long-term (life) business at 30 September 2008.

The Company’s consulting actuaries during the period were M/s. Nauman Associates.  In their report dated October 17, 2008, the Company’s consulting actuaries assessed a surplus of AED 12,692,176 in the life assurance fund at September 30,  2008 (31 December 2007: AED 19,219,040).

9.
Use of estimates 


Estimates are made by management for assessing provision for outstanding claims, useful lives of property, plant and equipment and other such items. While measurement in both annual and interim financial reports is based on reasonable estimates, the preparation of interim financial reports requires a greater use of estimation methods than annual financial reports.

10.
Contingent liabilities 

The Company’s bankers have issued in the normal course of business letters of guarantee in favour of third parties amounting to AED 12,019,798 (June 30, 2008: 
AED 10,867,879).
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