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Profile

The insurance industry, being part of
everybody’s daily life, is witnessing a new
evolution that revolves around the everchanging needs of the client. Appropriate
creative solutions are therefore designed
to meet these needs.

About Al Ahlia
We are one of the oldest public shareholding companies providing all classes of insurance
in Bahrain. Having been established in 1976, the company gained tremendous credibility
in a highly competitive market. In our continuous endeavor to provide the best services
to our clients, we have constantly made efforts to employ human and technological
resources to enhance our position and performance.
Keeping in mind our commitment to becoming the leading insurer of the nation, and
being fully aware of the challenges ahead, we have already seen the positive results of the
ceaseless efforts of our staff who are actively involved in creating social awareness about
the value of insurance, reaching the various segments of society.
We shall continue to explore the avenues to adapt our products to suit the ever-changing
needs of the society, and introduce new products that would meet the needs of future
lifestyles.
Our mission for the millennium is to continue adding value to all facets of living in our
society, expand to neighboring states and to invest in today for the
future of the nation.
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Mission and Philosophy

Our Mission
Al Ahlia strives to offer increased security for the lives and lifestyles of people living in Bahrain, through the constant
training and adaptation of its employees to the latest developments in the industry, thus being able to serve in the
most professional manner.

OUR Philosophy
“Change” is the nature of time. The positive approach to change is the adaptability to, and receptivity of new
ideas, which depends greatly on human interaction with the environment. The insurance industry, being part of
everybody’s daily life, is witnessing a new evolution that revolves around the ever-changing needs of the client.
Appropriate creative solutions are therefore designed to meet these needs.
In preparing to meet the challenges associated with the new era ahead, our mission to offer the highest quality of
services to our customers continues to guide us, with an optimism that is typified by our corporate identity that is
abstracted from the elements of the shell. A symbol that reflects our commitment to offer protection and assurance
for the future, to all our clients and one, which has remained unchanged over the past many years. Through a
process of continuous adaptation, innovation, transformation and confidence in our renewal, we reaffirm our
commitment to a better tomorrow.
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GROSS PREMIUM
(BD Millions)

11.20
2012 2011 2010 2009 2008
11.20 11.13 11.49 13.45 11.81

UNDERWRITING PROFIT
(BD Millions)

(0.04)
2012 2011
(0.04) 1.12

2010
2.67

2009
1.95

2008
1.81

2009
2.02

2008
0.24

NET PROFIT
(BD Millions)

0.24
2012
0.24

2011
0.59

2010
2.31
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Operational Highlights
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NET EARNED PREMIUM
(BD Millions)

4.53
2012
4.53

2011
4.50

2010
4.88

2009
5.56

2008
4.98

EARNING PER SHARE
(Fills)

4
2012
4

2011
9

2010
41

2009
37

2008
6

TECHNICAL RESERVES
(BD Millions)

7.16
2012
7.16

2011
6.48

2010
5.80

2009
6.97

2008
7.50
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Board of Directors Profiles
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1. Sofyan Adnan Khatib

4. Mr. A.V. Babu

The Chairman

Director

Mr. Khatib holds a Bachelor of Arts specialized in Business
Administration & Hotel Administration. He has 30 years of
professional management & investment experience. Mr. Khatib
also holds directorships in DAMAC Group – Dubai, Al Jazeira
Services Company SAOG – Oman, Al Anwar Ceramic Tile
Company SAOG – Oman. He was appointed by the Board in
June 2004 as the director and re-elected to the Board at the AGM
in March 2012 as a director.

Mr.Babu holds a Bachelor’s degree in Science and he is a Fellow
member of the Institute of Chartered Accountants of India. He
has wide and varied experience in the field of management and
Investment analysis.

2. Dr.Osama Taqi AlBaharana
Deputy Chairman
Dr. AlBaharana holds a doctorate (Ph. D.) in Computer
Engineering from the UK and Masters and Bachelor Degrees in
Computer Engineering from Canada. He has wide experience
in management, operations, and marketing of service oriented
organizations in Bahrain and Qatar. Dr. Albaharna is a much
sought-after IT and eCommerce consultant in the region and has
worked as Project Manager on many strategic IT projects.
He is the Executive Director of Continental Office Equipment
& Systems W.L.L. and Taqi Mohammed Albaharna Trading
Establishment. Dr. Albaharna was first elected to the Board in
March 2003. He was last re-elected to the Board in March 2012.

3. Mr. Adel Hassan AlAali
Director
Mr. AlAali holds a Bachelor in Science from North Staffordshire
University of UK and Bachelor in Science from Aston University of
UK. Mr. AlAali has extensive business experience as director and
Board member in various industrial companies.
Mr. AlAali holds directorship in Al Aali House Limited, Al Aali
Management Limited, Bahrain Bulk Handling, Bahrain Bulk
Trade, Bahrain Precast Concrete, Haji Hassan Group W.L.L, Sky
Properties Limited, United Cement Company, United Gulf Asphalt,
United Precast Concrete – Dubai and United Precast Concrete –
Qatar.
Mr. AlAali was first elected to the Board in March 2000 at the
annual general meeting of the shareholders for a period of three
years and thereafter he was re-elected. His last re-election was in
March 2012.

He has earlier served as Board member from 2006 to 2009. He
was last re-elected to the Board in March 2012

5. Mr. Farooq Mahmood Arjomand
Director
Mr. Farooq graduated in Business Management from the Seattle
Pacific University, Washington - Seattle. He started his career as
a banker with HSBC, in 1984. He is one of the founding member
of Amlak Finance & Emaar Properties. He is the Chairman of the
Arjomand Group that consists of various Hotels, Textiles, Travels,
Hospitality and Technology services companies. Arjomand Group
has offices in Europe, Far East & GCC countries.
He is also a Director and Vice-Chairman of the Executive
Committee of Amlak Finance, UAE. Mr. Arjomand joined the
Board of Al Ahlia in March 2012.
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Management Profile

1

2
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1. Mr. Fadi Khatib

3. Mr. S. Veerapandian

General Manager

Deputy General Manager- Operations

Is an Associate of the Chartered Insurance Institute of London,
Chartered Insurance Practitioner (UK) and holds Master in
Business Marketing & Management.

Holds a Post Graduate Degree in Arts and is an Associate
Member of the Insurance Institute of India

Mr. Khatib has extensive experience in Insurance Industry in the
GCC& Middle East, He was previously the Manager of Bahrain
Branch at Arabia Insurance Company.
He joined Al Ahlia Insurance in December 2012as he succeeds
Mr. Tawfiq Shehab, the previous General Manager who decided to
retire after more than four years of service.

Mr. Veerapandian has vast experience in insurance industry in very
senior positions in marketing as well as technical departments.
He joined Al Ahlia Insurance in June 2002 at the present position.

4. Mr. T. R. Sankar
Chief Financial Officer

(Former General Manager)

Mr. Sankar is a fellow member of the Institute of Chartered
Accountants of India, an Associate of Cost Accountants of
India and a Certified Management Accountant from Institute of
Management Accountants, USA.

Is an Associate of the Chartered Insurance Institute of London
and is qualified as Chartered Insurer and holds Master in Business
Administration from Indiana University of Pennsylvania in USA.

Mr. Sankar joined as CFO in May 2011. Prior to joining the
company he served in various insurance, reinsurance companies
in the Middle East.

2. Mr. Tawfiq Shehab

Mr. Shehab has extensive experience in leading insurance
companies in Bahrain holding senior position. He also was
appointed as Director of Insurance Supervision Directorate at
Ministry of Commerce & Industry and later at Central Bank of
Bahrain when the Bank took over the role of supervising the
insurance industry from the Ministry.
He joined Al Ahlila Insurance in October, 2008 and decided to
retire from the company in December, 2012 after a service of
more than 4 years.

9

AL AHLIA INSURANCE 2012 ANNUAL REPORT

Organization Structure

The basic organization structure of Al Ahlia Insurance

Board of Directors

Nominations
& Remunerations
Committee

Audit Committee

Internal Audit

Senior Manager
Motor Claims

Operations Committee

Investment
Committee

General Manager

Deputy
General Manager

CFO Finance &
Administration

Senior Manager

Manager
Life & Medical

Fire & General
Accident, Marine &
Aviation
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Board of directors report

The Board of directors is pleased to present
the 36th Annual Report of the company to the
valued shareholders with the Balance sheet
and Income statement for the financial year
ended 31 December 2012.

INSURANCE OPERATIONS
Bahrain went through a tougher business environment during FY 2011 and the effects
continued to affect the growth in FY 2012. Throughout the year the business conditions
remained challenging. Insurance business suffered on account of tough market conditions,
highly competitive rates and increased claim experience in Motor and Medical portfolio.
However the management expects a positive turnaround during the FY 2013.
Al Ahlia continues with the established principle of retaining healthy rates and sound
underwriting norms. The Company successfully secured most of its renewals and added new
business from customers who were convinced with the value-added service and customer-care.
INVESTMENTS
Al Ahlia has returned an Investment profit of BHD 1,086,744. The company will continue to
follow similar investment strategies in the coming years for consolidation of its Investments
portfolio.

Personal Accident
Insurance
We will take care of
you and your family in
case of any unfortunate
accident to your self.
Our comprehensive
Personal Accident
Insurance Plan will
provide you with
financial support.

COMPANY PERFORMANCE FOR THE YEAR 2012
(in BHD ‘000s)
Gross Written Premium
Net Earned Premium
Net Claims Incurred
Management Expenses
Net Commission Income
Underwriting (loss)/profit
Investment & Other Income
General & Administrative Expenses
Net Profit

2012
11,196
4,528
(4,523)
(476)
429
(42)
1,088
(807)
238

2011
11,130
4,499
(3,301)
(470)
398
1,125
373
(913)
585

Result of various insurance activities by segment is as follows:
(in BHD 000s)
Fire, General Accident & Engineering
Marine & Aviation
Life and Medical
Motor
Total

2012
376
162
160
(740)
(42)

2011
457
130
350
188
1,125

Medical Insurance
We have a number
of medical insurance
schemes to choose
from. Plans are
available for Individuals,
Families and for Groups
or Employees of
companies.

11

AL AHLIA INSURANCE 2012 ANNUAL REPORT

Net Profit 2012
(BD Millions)

0.24
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11.20

Board of directors report contd.

Gross Premium 2012
(BD Millions)
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PROPOSED DISTRIBUTIONS
The amount available for appropriation is BHD 2,109,599
BHD
Net Profit for FY 2012 (before Directors Remuneration)

238,311

Transfer to Statutory Reserve

(23,831)
214,480

Net Retained Earnings from previous year

1,895,119

Total Profit available for distribution

2,109,599

The Board of Directors submits for approval on the following appropriations to General
assembly:
BHD
Transfer to Statutory Reserve

Engineering Insurance
Whether you are a
Contractor, Engineer,
Project Manager,
Consultant or a factory
owner, we have the
right cover you need.

Property Insurance
We provide the right
insurance cover for
your valuable property.
Under the Personal
Lines products section
you can get the best
insurance protection for
your house, building and
contents.

Balance of Retained Earnings

23,831
2,109,599

CORPORATE GOVERNANCE REPORT
The Bahrain Corporate Governance Code issued by The Ministry of Industry and Commerce,
Kingdom of Bahrain, became effective 1st January 2011. Al Ahlia confirms the compliance of the
code to all its stakeholders.
Al Ahlia strongly believes that strong corporate governance principles form the basis for building
the trust of all stakeholders. In absolute consonance with the CBB guidelines, our corporate
governance philosophy is based on the following principles:
1. Maintain transparency and meaningful disclosure levels to enable the stakeholders to form a
fair opinion.
2. Comply with the Law in letter and spirit
3. Only absolute business requirements would design corporate structure.
Corporate Governance principles are practiced by the Board of Directors (‘the Board’) that also
oversee how the Management serves and protects the long-term interests of all stakeholders.
Al Ahlia also has Operations, Investment, Nominations & Remunerations committee that
support the Board. In accordance with the rules laid down by Central Bank of Bahrain rulebook
pertaining to public disclosure. The company makes the following additional disclosure
in respect of the constitution, profile of the Board of directors and management, various
committees and organization structure.
COMPOSITION OF THE BOARD
A Board of directors elected by the body of shareholders in March 2012, currently consisting of
Five members , governs the Company. All the Directors possess high-level professional skills,
Industry knowledge and expertise. The appointment of Directors have been approved by the
Central Bank of Bahrain (CBB). They hold office for three years and are eligible for re-election
thereafter. The Annual General Meeting will be held on 31st March 2013.
They derive their powers from the Bahrain Commercial Companies Law 2001, the memorandum
and the articles of Association and the powers granted by the Body of shareholders at their
general assembly. The key shareholding pattern of the company is given in Note 21 of the
financial report.
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Board of directors report contd.

DIRECTORS ROLES AND RESPONSIBILITIES
The roles and responsibilities of the Directors include
• Establishing and reviewing Organizational Goals, objectives and policies
• Evaluation and monitoring of Organization performance through various committees and
approval of periodical Financial Statements and Annual budgets
• Ensuring that the Organization has met all the legislative and Regulatory requirements
• Exercising the level of professional skill and care in carrying out their duties
DIRECTORS
The newly constituted Board duly elected Mr. Sofyan Adnan Khatib as the Chairman and
Dr.Osama Albahrana as the Deputy Chairman of the Company. The composition of the Board is
as follows:
1. Mr. Sofyan Adnan Khatib – The Chairman
2. Dr.Osama AlBaharna – Deputy Chairman
3. Mr. Adel AlAali – Director
4. Mr. A.V.Babu – Director
5. Mr. Farooq Mahmood Arjomand - Director
The year FY 2012 the Board of directors met Three times.
Name

24 - Feb -12

12 - May -12

1 Mr. Sofyan Adnan Khatib





2 Dr. Osama AlBaharna





3 Mr. Adel Hassan AlAali





4 Mr. A.V.Babu







3





2

5 Mr. Farooq Arjomand

07 - Nov -12

Attended

2



3
2

COMMITTEES OF THE BOARD
The Board of directors has delegated their powers to the Operations Committee and Audit
committee to assist them in carrying out their directorial duties and to supervise more closely
the management activities. All the committees were restructured during the Board meeting held
on 12th May 2012. All the committees’ activities are line with their respective Term of Reference
document. The constitution, powers and the details of various committees are as follows:
AUDIT COMMITTEE
The Audit Committee is in charge of audit function of the Company. The committee reviews the
statutory auditor reports on behalf of the Board. The internal auditor directly reports to the Audit
Committee.
• Mr. Adel Hussain AlAali - Chairman
• Mr. A.V.Babu - Member
This committee met Three times during FY 2012.
OPERATIONS COMMITTEE
Empowered to act on behalf of the company to supervise the company’s insurance operations
• Dr. Osama AlBaharna - Chairman
• Mr. A.V.Babu - Member
This committee met Five times during FY 2012.
INVESTMENT COMMITTEE
Empowered to act on behalf of the company to take and execute Investment Decisions
• Mr. Sofyan Adnan Khatib - Chairman
• Mr. Farooq Mahmood Arjomand - Member
This committee met Four times during FY 2012.

Marine Insurance
If you own a yacht,
sailboat, powerboat
or Jet Ski then we’ve
appropriate insurance
plans to cover it under
the Marine Insurance
section.

Motor Insurance
Al Ahlia Insurance
provides you with the
finest motor insurance
services in Bahrain,
brought to you by its
service team that is
noted for its efficient
service and technical
capability.
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Net Earned Premium 2012
(BD Millions)

4.53

16

AL AHLIA INSURANCE 2012 ANNUAL REPORT

Board of directors report contd.

NOMINATION AND REMUNERATION COMMITTEE
To review and submit recommendations to the Board on the Nominations and Remunerations
• Mr. Adel Hussain AlAali - Chairman
• Mr. A.V.Babu - Member
• Mr. Farooq Mahmood Arjomand - Member
Dr. Osama AlBaharna is nominated from the Board for Corporate Governance.
CAPITAL ADEQUACY
The company regularly reviews the financial position of the company with respect to capital
adequacy as required by the Central Bank of Bahrain rulebook. The rulebook specifies that
the tier 1 capital should be at least BHD 5 million and that the available capital of the company
should be adequate to cover the minimum solvency margin is determined .Available capital and
required solvency margin would depend on the financial position and the scale of the operations
of the company.
The capital of the company determined in accordance with the Central Bank of Bahrain
rulebook as on 31 December 2012 as follows:
BHD (Millions)
Minimum Tier 1 Capital Required
Tier 1 Capital of the Company
Minimum solvency margin required
Available Capital of the Company

5.00
10.27
1.08
1.01

Accordingly, the available capital of the company is about 0.9 times the required solvency
margin as at 31st Dec 2012. This is due to the increase and concentration of Investments in
Bonds. The capital adequacy margin was restored 1.15 times on 17th Jan 2013.
COMPLIANCE
The Company confirms to all its stakeholders that it had complied with all the regulatory
requirements stipulated by the Central Bank of Bahrain, Ministry of Industry and Commerce,
Bahrain. As a listed company Al Ahlia also complied with all the regulatory requirements
stipulated by Bahrain stock exchanges.
THANKS AND APPRECIATION
On behalf of our shareholders, the Board of directors would like to extend their sincere thanks
and appreciation to His Majesty the King Hamad Bin Isa Al Khalifa, The King of the Kingdom
of Bahrain, His Royal Highness Prince Khalifa Bin Salman Al Khalifa, the Prime Minister and His
Royal Highness Prince Salman Bin Hamad Al Khalifa, The Crown Prince, Deputy Commander of
the Bahrain Defence Force and First Deputy Prime Minister of the kingdom of Bahrain.
The Board would also like to thank H E the Minister of Industry and Commerce and H E The
Governor of Central Bank of Bahrain for their continuous support to the insurance industry in
Bahrain and all Ministers, the private sector establishments and individuals who dealt with our
company and placed their trust.
The board would like to place on record its sincere thanks and appreciation to the outgoing
General manager Mr. Tawfiq Shehab who retired from the services on 31st Dec 2012. Since
assuming office in September 2008, he provided dynamic leadership under difficult market
conditions and ensured a balanced growth.
The board appointed Mr. Fadi N Khatib as the new General Manager. Mr. Fadi brings with him
19 years of Insurance experience having served in a senior position with a leading insurance
company in Bahrain. The board welcomes to Mr. Khatib and looks forward to greater
development of the company under his leadership .
We also extend our thanks to all the distinguished shareholders for their trust and continuous
encouragement to the Board. Our Appreciation and sincere thanks go to the management and
employees for their loyalty and dedication.
BOARD DIRECTORS
24th Feb 2013
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Financial statements 2012
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Independent auditor’s report
To the shareholders of Al Ahlia Insurance Company B.S.C.

Tel: +973 17 530 077
Fax: +973 17 530 088
www.bdo.bh

17th Floor,
Diplomat Commercial Office Tower
PO Box 787
Manama, Kingdom of Bahrain

Report on the financial statements

Opinion

We have audited the accompanying financial statements
of Al Ahlia Insurance Company B.S.C. (“the Company”),
which comprise the statement of financial position as at 31
December 2012, the statement of income, the statement
of comprehensive income, the statement of changes in
shareholders’ equity and the statement of cash flows for the
year then ended, and a summary of significant accounting
policies and other explanatory information.

In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as
at 31 December 2012, and its financial performance and
its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Management’s responsibility for the financial
statements
Management is responsible for the preparation and fair
presentation of these financial statements in accordance with
International Financial Reporting Standards, and for such
internal control as management determines is necessary to
enable the preparation of the financial statements that are
free from material misstatement, whether due to fraud or
error.
Auditor’s responsibility
Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit
in accordance with International Standards on Auditing.
Those standards require that we comply with relevant ethical
requirements and plan and perform the audit to obtain
reasonable assurance whether the financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on auditor’s
judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, we consider
internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made
by management, as well as evaluating the overall presentation
of the financial statements.
We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

Report on other legal and regulatory
requirements
As required by the Bahrain Commercial Companies Law
and the Central Bank of Bahrain (CBB) Rule Book (Volume
3), we report that: the Company has maintained proper
accounting records and the financial statements are in
agreement therewith; the financial information contained
in the directors’ report is consistent with the financial
statements; we are not aware of any violations of the
Bahrain Commercial Companies Law, the Central Bank of
Bahrain and Financial Institutions Law, the CBB Rule Book
(Volume 3 and applicable provisions of Volume 6) and CBB
directives, regulations and associated resolutions, rules and
procedures of the Bahrain Stock Exchange or the terms of
the Company’s memorandum and articles of association
having occurred during the year that might have had a
material adverse effect on the business of the Company or
on its financial position; and satisfactory explanations and
information have been provided to us by the management in
response to all our requests.

Manama, Kingdom of Bahrain
24 February 2013

19

Statement of Financial Position

AL AHLIA INSURANCE 2012 ANNUAL REPORT

As at 31 December 2012
(Expressed in Bahrain Dinars)

ASSETS
Cash and cash equivalents
Statutory deposit
Available-for-sale investments
Receivables
Policyholders
Insurance and reinsurance companies
Deferred reinsurance premiums
Deferred policy acquisition costs
Other
Outstanding claims recoverable from reinsurers
Property, plant and equipment
TOTAL ASSETS

Notes

2012

2011

5
6
7

1,290,452
125,000
17,688,050

4,579,804
125,000
12,433,292

8
9
10
11
12
13
14

2,273,655
1,502,411
2,052,039
197,394
585,589
1,941,284
817,938
28,473,812

1,666,046
1,667,738
1,897,638
194,036
522,714
3,984,587
831,312
27,902,167

15

6,603,080

8,134,862

16
17
18

4,342,557
328,292
81,053

4,023,562
317,410
80,611

19
20

281,852
1,508,018
1,106,190
115,495
14,366,537
14,107,275

217,939
1,521,156
1,072,714
111,787
15,480,041
12,422,126

6,184,939
1,985,226
3,080,199
747,312
2,109,599
14,107,275

5,669,217
1,961,395
1,633,361
747,312
2,410,841
12,422,126

LIABILITIES
Insurance funds

Outstanding claims reserve
Unearned gross premiums
Unearned commissions
Other technical provisions
Payables and other liabilities
Policyholders
Insurance and reinsurance companies
Other payables
Employees’ terminal benefits
TOTAL LIABILITIES
TOTAL NET ASSETS
SHAREHOLDERS’ EQUITY
Share capital
Statutory reserve
Investment fair value reserve
Revaluation reserve
Retained earnings
TOTAL SHAREHOLDERS’ EQUITY

21
22
23
23

These financial statements, set out on pages 19 to 42, were approved for issue by the Board of Directors on 24 February 2013 and
signed on its behalf by:

Sofyan Adnan Khatib
Chairman

Dr Osama Taqi AlBaharna
Deputy Chairman

Fadi Nabih Al Khatib
General Manager
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Statement of Income
for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

Notes

2012

2011

Gross premiums
Reinsurance ceded
Retained premiums
Adjustment in unearned premiums
Net premiums earned

25
25
25
25

11,195,626
(6,503,352)
4,692,274
(164,594)
4,527,680

11,129,762
(6,595,531)
4,534,231
(35,322)
4,498,909

Gross claims paid
Claims recovered from reinsurers
Outstanding claims adjustment – gross
Outstanding claims adjustmentreinsurance recoveries
Net claims incurred

15

(6,891,712)
2,879,861
1,532,144

(5,067,181)
2,490,534
(659,147)

(2,043,241)
(4,522,948)

(65,594)
(3,301,388)

Management expenses
Net commission income

25
25

Underwriting (loss)/profit for the year

25

(475,835)
428,663
(47,172)
(42,440)

(469,802)
397,711
(72,091)
1,125,430

Net investment income
Other income
Total investment income and other expenses

27

1,086,744
1,052
1,087,796

186,242
186,381
372,623

General and administrative expenses

26

(807,045)

(912,988)

Net profit for the year transferred to statement to
comprehensive income
Basic and diluted earnings per share

28

238,311
4fils

585,065
9fils

25
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Statement of comprehensive income
for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

Notes
Net profit for the year
Other comprehensive income
Unrealised fair value gains/(losses) on availablefor-sale investments
Movement in fair value reserve
on sale of investments
Other comprehensive income/(loss) for the year
Total comprehensive income/(loss) for the year

7

2012

2011

238,311

585,065

1,446,838

(239,155)

-

(1,811,183)

1,446,838
1,685,149

(2,050,338)
(1,465,273)
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Statement of changes in
shareholders’ equity
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for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

Share
capital

Treasury
Shares

Statutory
Reserve

Fair value
reserve

5,402,801
270,140
-

(3,724)
-

1,902,888
-

3,683,699
-

22

-

-

24

5,672,941
515,722

(3,724)
-

1,961,395
-

6,188,663

(3,724)

23,831
1,985,226

Notes

As at 31 December 2010
Bonus shares issued during the year
Dividend for the year 2010
Total comprehensive income
for the year
Transferred to statutory reserve
As at 31 December 2011
Bonus shares issued during the year
Total comprehensive income
for the year
Transferred to statutory reserve
As at 31 December 2012

22

- (2,050,338)
58,507
-

Revaluation
reserve

Retained
earnings

Total

747,312 4,313,923 16,046,899
- (270,140)
- (2,159,500) (2,159,500)
-

585,065 (1,465,273)
(58,507)
-

1,633,361
-

747,312
-

2,410,841 12,422,126
(515,722)
-

1,446,838
3,080,199

747,312

238,311 1,685,149
(23,831)
2,109,599 14,107,275
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Notes

2012

2011

238,311

585,065

14
27
27

24,082
(448,535)
(638,209)

28,363
(537,155)
(287,466)

27

-

638,379

(284)

(4,620)

(657,190)
2,043,303
(1,207,189)
147,299
3,708
(494,704)

610,367
65,594
312,364
(1,981,919)
(36,811)
(607,839)

448,535
638,209
(3,807,920)
(10,918)
494
(2,731,600)

537,155
287,466
(14,685,192)
16,694,310
(5,346)
4,620
2,833,013

(63,048)
(63,048)

(1,979,059)
(1,979,059)

(3,289,352)

246,115

4,579,804

4,333,689

1,290,452

4,579,804

Operating activities

Net profit for the year
Adjustments for:
Depreciation
Dividend income
Interest income
Realised gains on sale of availablefor-sale investments
Realised loss on sale of property, plant
and equipment
Changes in operating assets and liabilities:
Receivables
Outstanding claims recoverable from re-insurers
Insurance funds
Payables and other liabilities
Provision for employees’ leaving indemnity, net
Net cash used in by operating activities
Investing activities

Dividend income received
Interest income received
Purchase of available-for-sale investments
Proceeds from sale of available-for-sale investments
Purchase of property and equipment
Proceed from sale of property, plant and equipment
Net cash (used in)/ provided by investing activities

27
27
7
14

Financing activities

Dividend paid
Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of the year
Cash and cash equivalents, of the year

5

24

AL AHLIA INSURANCE 2012 ANNUAL REPORT

Notes to the financial statements
for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

1

Organisation and activities
Al Ahlia Insurance Company B.S.C. (“the Company”) is a public shareholding company registered with the Ministry of Industry
and Commerce in the Kingdom of Bahrain and operates under commercial registration number 5091 obtained on 17 August
1976.
The Company is licensed to carry out insurance and reinsurance of all risks.
The registered office of the Company is in the Kingdom of Bahrain.

2

Basis of preparation
Statement of compliance
The financial statements have been prepared in accordance with the International Financial Reporting Standards (“IFRS”) as
promulgated by the International Accounting Standards Board (“IASB”), interpretations issued by the International Financial
Reporting Interpretations Committee (“IFRIC”) and the requirements of the Bahrain Commercial Companies Law, Decree Number
21 of 2001, the Central Bank of Bahrain and Financial Institutions Law 2006 and the Insurance Regulations set out in volume 3 of
the Insurance Rulebook issued by the Central Bank of Bahrain.
Basis of preparation
The principal accounting policies adopted in the preparation of the financial statements are set out below. The policies have been
consistently applied to all the years presented, unless otherwise stated. The financial statements have been prepared under the
historical cost convention, modified by the remeasurement of available-for-sale investments at market value at the statement of
financial position date, and freehold land at its market value.
The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It also
requires management to exercise judgment in the process of applying the Company’s accounting policies.
Standards, amendments and interpretations issued and effective in 2012 but not relevant
The following new standards, amendments to existing standards and interpretations to published standards are mandatory for
accounting periods beginning on or after 1 January 2012 or subsequent periods, but are not relevant to the Company’s operations:
Standard or
Interpretation
IAS 12
IFRS 1
IFRS 7

Title			
Income Taxes
First Time Adoption of International Financial
Reporting Standards
Financial Instruments – Disclosures

Effective for annual
periods beginning
on or after
1 January 2012
1 July 2011
1 July 2011

Improvements/amendments to IFRS 2009/2011 cycle
Improvements/amendments to IFRS issued in 2009/2011 cycle contained numerous amendments to IFRS that the IASB
considers non-urgent but necessary. ‘Improvements to IFRS’ comprise amendments that result in accounting changes to
presentation, recognition or measurement purposes, as well as terminology or editorial amendments related to a variety of
individual IFRS standards. The amendments are effective for the Company’s annual audited financial statements beginning
on or after 1 January 2013 with earlier adoption permitted. No material changes to accounting policies are expected as a
result of these amendments.
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Standards, amendments and interpretations issued but not yet effective in 2012
The following IFRS and IFRIC interpretations issued/revised as at 1 January 2012 or subsequent periods have not been early
adopted by the Company’s management:
Standard or
Interpretation

Title			

IAS 1
IAS 19
IAS 27
IAS 28
IAS 32
IFRS 1
IFRS 7

Presentation of Financial Statements
Employee Benefits
Separate Financial Statements
Investments in Associates and Joint Ventures
Financial Instruments – Presentation
First Time Adoption of International Financial Reporting Standards
Financial Instruments – Disclosures

IFRS 9
IFRS 10
IFRS 11
IFRS 12
IFRS 13
IFRIC 20

Financial Instruments – Classification and Measurement
Consolidated Financial Statements
Joint Agreements
Disclosure of Interests in Other Entities
Fair Value Measurement
Stripping Costs in the Production Phase of Surface Mine

Effective for annual
periods beginning
on or after
1 July 2012
1 January 2013
1 January 2013
1 January 2013
1 January 2014
1 January 2013
1 January 2013/
1 January 2015
1 January 2015
1 January 2013
1 January 2013
1 January 2013
1 January 2013
1 January 2013

Early adoption of amendments or standards in 2012
The Company did not early-adopt any new or amended standards in 2012.
There would have been no change in the operational results of the Company for the year ended 31 December 2012 had the
Company early adopted any of the above standards applicable to the Company.
3

Significant accounting policies
A summary of the significant accounting policies adopted in the preparation of these financial statements is set out below:
INSURANCE OPERATIONS
Gross premiums
Gross premiums represent the total insurance business underwritten during the year.
Unearned premiums
Unearned premiums represent the portion of net retained premiums relating to the unexpired period of coverage. Unearned
premiums are calculated on the sixth method for marine cargo and the twenty-fourth method for other classes of business.
Reinsurance
In the ordinary course of business, the Company cedes insurance through reinsurance contracts. Such reinsurance
arrangements provide for greater diversification of business, allow management to control exposure to potential losses
arising from large risks, and provide additional capacity for growth. A significant portion of the reinsurance is effected under
treaty, facultative and excess-of-loss reinsurance contracts.
Amounts receivable from reinsurers are estimated in a manner consistent with the claim liability associated with the reinsured
parties.
The Company assesses its reinsurance assets for impairment at each reporting date. If there is objective evidence that the
reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance asset to its recoverable amount
and recognises that impairment loss in the statement of income.
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3

Significant accounting policies (continued)
INSURANCE OPERATIONS (continued)
Insurance receivables
Insurance receivables are stated at cost less an allowance for uncollectible amounts. An estimate for uncollectible amounts is
made when collection of the full amount is no longer probable. Bad-debts are written-off as incurred.
Claims paid
Claims settled during the year are charged to the statement of income net of reinsurance and other recoveries.
Deferred commission and acquisition costs
Commission expense and other acquisition costs incurred during the financial period that vary with and are related to
securing new insurance contracts and/or renewing existing insurance contracts, but which relate to subsequent financial
periods are deferred to the extent that they are recoverable out of the future revenue margins.
Outstanding claims
Provision is made for all outstanding claims, including claims incurred but not reported. The provision for outstanding claims
is based on estimates of the loss which will eventually be payable on each unpaid claim, established by management in the
light of available information and on past experience and modified for changes in current conditions, increased exposure,
rising claims cost and the severity and frequency of recent claims as appropriate.
Any difference between the provisions at the statement of financial position date and settlements and provisions in the
following year is included in the statement of income for that year.
Liability adequacy test
At each reporting date, the Company assesses the adequacy of its insurance liabilities using current estimates of future cash
flows under insurance contracts. If the assessment shows that the carrying amount of its insurance liabilities is inadequate in
the light of estimated future cash flows, the entire deficiency is recognised in the statement of income.
Commission income
Commission income is recognised when premiums are ceded in accordance with treaty arrangements and facultative covers.
Commission expense
Commission expense is accounted for at the time policies are written.
Unearned commission
Unearned commission income is deferred based on the sixth method for marine cargo and the twenty-fourth method for other
classes of business.
INVESTMENT ACTIVITIES
Available-for-sale investments
Investments intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or changes
in interest rates, are classified as available-for-sale investments. These are included in non-current assets unless management
has the express intention of holding the investment for less than 12 months from the statement of financial position date, or
unless they need to be sold to raise operating capital, in which case they are included in current assets. Available-for-sale
investments are initially recorded at cost and subsequently re-measured at their fair values. Unrealised gains and losses arising
from changes in the fair value of available-for-sale investments are recognised in the statement of comprehensive income.
The fair value of investments listed on active markets is determined by reference to quoted market prices. The fair value
of securities listed on inactive markets and unlisted investments are determined using other generally accepted valuation
methods.
The fair value changes of available-for-sale investments are reported in the statement of comprehensive income until such
investments are sold, at which time the realised gains or losses are reported in the statement of income.
The Company assesses at each statement of financial position date whether there is objective evidence that a financial
asset or a group of financial assets is impaired. In the case of equity securities classified as available-for-sale, a significant
or prolonged decline in the fair value of the securities below their cost is considered as an indicator that the securities are
impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss measured as the difference
between the acquisition cost and the current fair value, less any impairment loss on those financial assets previously
recognised is removed from equity and recognised in the statement of income.
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Investment fair value reserve
The investment fair value reserve represents the unrealised gains or losses on the valuation of available-for-sale investments. In
the event of sale or impairment, the cumulative gains or losses recognized in investment fair value reserve are included in the
statement of comprehensive income for the year.
Investment income
Interest income on bonds is recognised on an accrual basis. Whereas dividend income are recognised when the right to
receive a dividend is established.
GENERAL
Property, plant and equipment
All property, plant and equipment are stated at cost less accumulated depreciation and provision for impairment losses, if
any, with the exception of freehold land which is stated at open market value, based on periodical valuations conducted by
external independent property valuers.
Expenditure subsequent to initial recognition is capitalised only when it increases future economic benefits embodied in the
item of property, plant and equipment. Repairs and renewals are charged to the statement of income when the expenditure
is incurred.
Depreciation
Depreciation is provided on historical cost using the straight line method, at annual rates which are intended to write-off the
cost of the assets over their estimated economic useful lives, as follows:
Building
Computer equipment
Furniture and fixtures
Motor vehicles

20 years
4 years
4 years
4 years

Employees’ terminal benefits
The Company provides for end-of-service benefits determined in accordance with the Bahrain Labour Law based on nonBahraini employees’ salaries at the time of leaving and number of years of service. Although the expected costs of these
benefits are accrued over the period of employment they are only paid to employees on completion of their term of employment
with the Company.
Bahraini employees are covered under the Social Insurance Organisation scheme and the company’s obligations are limited
to the amounts contributed to the scheme.
Treasury shares
Where the company purchases its own equity share capital, the consideration paid including any attributable transaction
costs are deducted from total shareholders’ equity as treasury shares until they are cancelled. Where such shares are
subsequently sold or reissued, any profit or loss is included in the statement of changes in shareholders’ equity.
Foreign currency translation
(i) Functional and presentation currency
Items included in the financial statements of the Company’s entities are measured using the currency of the primary
economic environment in which the entity operates (the functional currency). The financial statements are presented in
Bahraini Dinars, which is the Company’s functional and presentation currency.
(ii) Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies
are recognized in the income statement. Translation differences on non-monetary items classified as available-for-sale
financial assets are included in investments fair value reserve.
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3

Significant accounting policies (continued)
GENERAL (continued
Provisions
Provisions are recognised when the Company has an obligation (legal or constructive) arising from a past event, and the
costs to settle the obligation are both probable and able to be reliably measured. Provision for leave pay and passage is
recognised for employees at the statement of financial position date.
Impairment
The carrying amounts of the Company’s assets are reviewed at each statement of financial position date to determine
whether there is any indication of impairment. If any such indication exists, the recoverable amount of the assets is
estimated. An impairment loss is recognised whenever the carrying amount of an asset exceeds its recoverable amount. All
impairment losses are recognised in the statement of comprehensive income.
Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and at bank and short-term deposits. Cash equivalents are short-term,
highly-liquid investments that are readily convertible to known amounts of cash, and which are subject to an insignificant risk
of change in value.

4

Critical accounting judgment and key source of estimation uncertainty
Preparation of the financial statements in accordance with IFRS requires the Company’s management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reporting period. The
determination of estimates requires judgments which are based on historical experience, current and expected economic
conditions, and all other available information. Actual results could differ from those estimates.
The most significant areas requiring the use of management estimates and assumptions relate to:
•

ultimate liability arising from claims made under insurance contracts;

•

impairment of available-for-sale-investments;

•

economic useful lives of property, plant and equipment;

•

provisions; and

•

contingencies

The ultimate liability arising from claims made under insurance contracts
The estimation of the ultimate liability arising from claims made under insurance contracts is the Company’s most critical
accounting estimate. There are several sources of uncertainty that need to be considered in the estimate of the liability that
the Company will ultimately pay for such claims. The estimations for claims incurred but not reported (IBNR) uses statistical
models including an estimation made to meet certain contingencies such as unexpected and unfavorable court judgments
which may require a higher payout than originally estimated and settlement of claims, and which may take longer than
expected, resulting in actual payouts being higher than estimated.
Available-for-sale investments
The management assesses quarterly whether there is objective evidence that a financial asset or a group of financial assets
is impaired. The assessment is based on the significant or prolonged decline in the fair value of the investment below present
book value.
Economic useful lives of property, plant and equipment
The Company property, plant and equipment are depreciated on a straight-line basis over their economic useful lives.
Economic useful lives of property, plant and equipment are reviewed by management quarterly. The review is based on the
current condition of the assets and the estimated period during which they will continue to bring economic benefit to the
Company.
Provision
At 31 December 2012, in the opinion of the Company management, provision for doubtful receivables amounts to
BD123,655 (2011: BD165,354). When evaluating the adequacy of the provision for doubtful receivables, management
bases its estimate on current overall economic conditions, ageing of the receivables balances, historical write-off experience,
customer creditworthiness and changes in payment terms. Changes in the economy, industry or specific customer
conditions may require adjustments to the provision for impaired policyholders receivables recorded in the financial
statements.
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Contingencies
By their nature, contingencies will only be resolved when one or more future events occur or fail to occur. The assessment of
such contingencies inherently involves the exercise of significant judgment and estimates of the outcome of future events.
5

Cash and cash equivalents

Cash at hand
Current account balances with banks

31 December
2012

31 December
2011

1,200
1,289,252
1,290,452

1,200
4,578,604
4,579,804

The bank balances are held in non-interest bearing current accounts.
6

Statutory deposit
Statutory deposits are maintained under the regulations of the Central Bank of Bahrain and Financial Institutions Law, 2006.
Such deposits, which depend on the nature of the insurance business and the number of branches, cannot be withdrawn
except with the approval of the Central Bank of Bahrain. A sum of BD125,000 (2011: BD125,000) has been deposited with
National Bank of Bahrain in the name of the Company and for the order of Central Bank of Bahrain and carries a fixed rate of
return.

7

Available-for-sale investments

Opening balance
Additions during the year
Disposals during the year
Unrealised fair value gains/(loss) recognised in statement of comprehensive income
Closing balance

31 December
2012

31 December
2011

12,433,292
3,807,920
1,446,838
17,688,050

17,131,127
14,685,192
(19,143,872)
(239,155)
12,433,292

31 December
2012

31 December
2011

6,168,965
9,863,830
1,655,255
17,688,050

3,878,213
6,899,824
1,655,255
12,433,292

31 December
2012

31 December
2011

2,389,308
(115,653)

1,823,398
(157,352)

2,273,655

1,666,046

Analysis of available-for-sale investments
Shares listed on stock exchanges
Quoted bonds
Unquoted equity investments
8

Policyholders’ receivables

Policyholders’ receivables
Provision for doubtful receivables

Policyholders’ receivables are generally on 90 to 120 days credit terms.
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8

Policyholders’ receivables (continued)
The movement in provision for doubtful receivables is as follows:

Opening balance
Provision utilised during the year
Closing balance

31 December
2012

31 December
2011

157,352
(41,699)
115,653

157,751
(399)
157,352

The ageing of policy holders’ receivables not provided for is as follows:
current
2012

Age in days
0 to 120 days
120 to 180 days
181 to 365 days
365 and above

901,699
901,699

2011
753,118
753,118

Overdue
2012

2011
148,210
485,758
278,960
912,928

190,970
866,292
314,694
1,371,956

The fair values of policyholders’ receivables are expected, on the basis of past experience, to be fully recoverable. It is not
the practice of the Company to obtain collateral over receivables and the vast majority are, therefore, unsecured.
9

Insurance and reinsurance companies receivables

Insurance and reinsurance companies receivables
Provision for doubtful receivables

31 December
2012

31 December
2011

1,510,413
(8,002)
1,502,411

1,675,740
(8,002)
1,667,738

Two companies account for 30% (2011: 40%) of the total insurance balances receivable as at 31 December 2012.
Arrangements with insurers normally require settlement on a quarterly basis.
The ageing of insurance and reinsurance companies’ receivables are as follows:
Age in days
0 to 120 days
120 to 180 days
181 to 365 days
365 and above

Current
2012
372,055
372,055

2011
211,879
211,879

overdue
2012
149,181
374,302
606,873
1,130,356

2011
205,099
448,569
802,191
1,455,859

All insurance and reinsurance companies’ receivables are expected, on the basis of past experience, to be fully recoverable.
It is not the practice of the Company to obtain collateral over insurance and reinsurance receivables.
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10 Deferred reinsurance premiums
The movement in deferred reinsurance premiums during the year ended 31 December 2012 is as follows:

Opening balance
Reinsurance premium
deferred
Reinsurance premium
released
Closing balance

Fire, general
accident and
engineering

Marine and
aviation

Life and
medical

Motor

2012
Total

2011
Total

859,685

69,634

854,734

113,585

1,897,638

2,170,817

800,837

90,951

1,030,326

129,925

2,052,039

1,897,638

(859,685)
800,837

(69,634)
90,951

(854,734)
1,030,326

(113,585)
129,925

(1,897,638)
2,052,039

(2,170,817)
1,897,638

11 Deferred policy acquisition costs
The movement in deferred policy acquisition costs movement during the year ended 31 December 2012 are as follows:

Opening balance
Commission incurred
Commission paid
Closing balance

Fire, general
accident and
engineering

Marine and
aviation

Life and
medical

Motor

2012
Total

2011
Total

51,047
50,052
(51,047)
50,052

6,699
5,628
(6,699)
5,628

75,623
78,277
(75,623)
78,277

60,667
63,437
(60,667)
63,437

194,036
197,394
(194,036)
197,394

227,756
194,036
(227,756)
194,036

12 Other receivables

Accrued interest
Deposit with TPA
Other receivables
Prepaid expenses

31 December
2012

31 December
2011

106,225
415,414
36,123
27,827
585,589

68,498
315,415
102,667
36,134
522,714

Other receivables are not considered doubtful and expected, on the basis of past experience, to be fully recoverable within
12 months from the statement of financial position date.
13 Outstanding claims recoverable from reinsurers

Opening balance
Additions during the year
Received during the year
Closing balance

31 December
2012

31 December
2011

3,984,587
2,552,625
(4,595,928)
1,941,284

4,050,181
2,424,940
(2,490,534)
3,984,587

All outstanding claims recoverable from reinsurers are not considered doubtful and are expected, on the basis of past
experience, to be fully recoverable.
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14 Property, plant and equipment
Land and
building

Furniture, fixtures,
and office equipment

Motor
vehicles

Total

At 31 December 2010
Additions
Retirement/Disposal

852,911
-

178,282
5,346
-

50,160
(35,000)

1,081,353
5,346
(35,000)

At 31 December 2011
Additions
Disposal
At 31 December 2012

852,911
852,911

183,628
10,918
(200)
194,346

15,160
(560)
14,600

1,051,699
10,918
(760)
1,061,857

At 31 December 2010
Charge for the year
Disposal

52,911
-

124,373
28,223
-

49,740
140
(35,000)

227,024
28,363
(35,000)

At 31 December 2011
Charge for the year
Disposal
At 31 December 2012

52,911
52,911

152,596
24,012
(200)
176,408

14,880
70
(350)
14,600

220,387
24,082
(550)
243,919

800,000
800,000

31,032
17,938

280
-

831,312
817,938

Cost

Accumulated depreciation

Net book amount
At 31 December 2011
At 31 December 2012

During December 2012, the Company obtained an open market valuation of land from an independent real estate valuer,
which reflected the total value of the properties at BD 825,353 resulting in an unrealised fair value gain amounting to BD
25,353. However, on a conservative basis, the management of the Company has taken a decision not to include the current
year’s fair value reserve in the statement of changes in equity.
The Company also operates from premises leased at a monthly rent as prescribed in below mentioned table
Premise .
Head office, Bahrain Chamber of Commerce
West Riffa
Sitra branch

Rent (Per month)
4,099
1,200
500

15 Outstanding claims reserve
The movement in the outstanding claims reserve during the year ended 31 December 2012 are as follows:

Opening balance
Claims incurred
Claims paid
Closing balance

Fire, general
accident and
engineering

Marine and
aviation

Life and
medical

Motor

2012
Total

2011
Total

1,500,049
354,985
(453,218)
1,401,816

2,083,745
(1,886,139)
(27,680)
169,926

535,070
3,278,654
(3,281,935)
531,789

4,015,998
3,612,430
(3,128,879)
4,499,549

8,134,862
5,359,930
(6,891,712)
6,603,080

7,475,714
5,726,329
(5,067,181)
8,134,862

1,150,098
3,080,062
269,389
4,499,549

1,842,015
4,479,994
281,071
6,603,080

1,740,985
6,192,573
201,304
8,134,862

The gross outstanding claims reserve at 31 December 2012 is as follows:
Current year claims
Prior year claims
Incurred but not reported

256,672
1,136,045
9,099
1,401,816

34,340
134,655
931
169,926

400,905
129,232
1,652
531,789
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16 Unearned gross premiums
The movement in unearned gross premiums during the year ended 31 December 2012 are as follows:

Opening balance
Premiums received
Premiums released
Closing balance

Fire, general
accident and
engineering

Marine and
aviation

Life and
medical

Motor

2012
Total

2011
Total

990,783
915,370
(990,783)
915,370

86,836
110,495
(86,836)
110,495

1,250,214
1,488,291
(1,250,214)
1,488,291

1,695,729
1,828,401
(1,695,729)
1,828,401

4,023,562
4,342,557
(4,023,562)
4,342,557

4,261,419
4,023,562
(4,261,419)
4,023,562

17 Unearned commissions
The movement in unearned commissions during the year ended 31 December 2012 are as follows:

Opening balance
Commission received
Commission earned
Closing balance

Fire, general
accident and
engineering

Marine and
aviation

Life and
medical

Motor

2012
Total

2011
Total

196,419
194,099
(196,419)
194,099

23,635
32,623
(23,635)
32,623

55,738
50,521
(55,738)
50,521

41,618
51,049
(41,618)
51,049

317,410
328,292
(317,410)
328,292

406,948
317,410
(406,948)
317,410

18 Other technical provisions
Other technical provisions represent provision for amounts received from reinsurance companies for settlement of their share
of outstanding claims for certain underwriting years, which extinguishes their liabilities in respect of such underwriting years.
19 Other payables
31 December
2012

31 December
2011

473,675
224,394
56,724
351,397
1,106,190

279,215
301,798
77,256
414,445
1,072,714

Payables
Accrued expenses
Provision for leave salary and air passage
Unclaimed dividends

20 Employees’ terminal benefits
Local employees
The contributions made by the Company towards the pension scheme for Bahraini nationals administered by the Social Insurance
Organisation in the Kingdom of Bahrain for the year ended 31 December 2012 amounted to BD70,728 (2011 :BD63,117).
Expatriate employees
The movement in leaving indemnity liability applicable to expatriate employees are as follows:

Opening balance
Accruals for the year
Payments during the year
Closing balance
Number of staff employed by the Company

31 December
2012

31 December
2011

111,787
23,512
(19,804)
115,495

148,598
19,741
(56,552)
111,787

72

74
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21 Share capital
31 December
2011

31 December
2012
Authorised share capital
100,000,000 shares of 100fils each
(2011: 100,000,000 shares of 100fils each)

10,000,000

10,000,000

Issued and fully paid-up share capital
61,886,630 shares of 100fils each
(2011: 56,729,412 shares of 100fils each)

6,188,663

5,672,941

(3,724)
6,184,939

(3,724)
5,669,217

Treasury shares

Additional information on shareholding pattern
i)

The names and nationalities of the major shareholders holding 5% or more are as follows:
Nationality

Damac Invest Co. (L.L.C.)
Mustafa Ahmed Salman
Taqi Mohamed Al Baharna
Others

United Arab Emirates
Oman
Bahrain
-

Number
of shares

Percentage of
holding interest

24,035,714
5,312,012
3,560,160
28,978,744
61,886,630

38.84%
8.58%
5.75%
46.83%
100%

ii) The Company has only one class of equity shares and the holders of the shares have equal voting rights.
iii) The distribution of the Company’s equity shares, i.e. the number of holders and their percentage shareholdings as at 31
December 2012 is set out below:
Number
of shareholders

Number
of shares

Percentage of total
outstanding shares

2,388
6
3

21,148,805
7,829,939
32,907,886
61,886,630

34%
13%
53%
100%

Less than 1%
More than 1% up to less than 5%
More than 5%

iv) Details of the Directors’ interests in the Company’s shares are as follows:
Name of the directors
Dr Osama Taqi Al Baharna
Adel Hassan Alaali
Sofyan Adnan Khatib
Hussain Ali Sajwani
Adil Mohammed Hassan Taqi
The new Board of Directors was constituted on March 2012

2012
Number of shares

2011
Number of shares

242,527
187,110
206,289
Nil
Nil
635,926

222,317
171,518
189,099
180,093
141,750
904,777
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22 Statutory reserve
As required by the Bahrain Commercial Companies Law, an amount equivalent to 10% of the Company’s net profit for the year
has been transferred to the statutory reserve. The Company may resolve to discontinue such annual transfers when the reserve
equals 50% of the paid-up share capital of the Company. The reserve cannot be utilised for the purpose of distribution, except in
such circumstances as stipulated in the Bahrain Commercial Companies Law. During the year, an amount of BD23,831 (2011:
BD58,507) has been transferred to the statutory reserve.
23 Fair value reserve
Investment fair value reserve
The fair value reserve includes the gains and losses arising from changes in fair value of available-for-sale investments and is
recognised in the statement of comprehensive income. During the year, a fair value gain of BD1,446,838 (2011: fair value loss of
BD239,155) has been transferred to the investment fair value reserve.
Revaluation reserve
The fair value reserve includes the net surplus arising on revaluation of freehold land (Note 14). This reserve is not available for
distribution.
24 Proposed appropriations
The Directors propose a dividend of BDNil (2011: Nil) per share for the year 2012. The appropriations are subject to the
shareholders’ approval at the Annual General Meeting:
31 December
2012

31 December
2011

-

515,722
515,722

Proposed bonus shares

During the year, the Board of Directors have proposed and provided Director’s remuneration of BDNil (2011: BD 24,000) for the
year ended 31 December 2012.
25 Segmental underwriting results
The Company’s insurance business is organised into four main business segments as follows:

•
•
•
•

Fire, general accident and engineering
Marine cargo, marine hull and aviation
Life and medical expense cover
Motor - Third party liability and comprehensive
31 December 2012

Gross premiums
Reinsurance ceded
Retained premiums
Adjustment in unearned premium
Net premiums earned
Net earned commission income/(expense)
Net claims incurred
Management expenses
Underwriting loss for the year
Loss ratios
Identifiable assets
Identifiable liabilities

Fire and
general accident
and engineering

Marine
and aviation

Life
and medical

Motor

Total

2,106,388
(1,875,434)

1,365,898
(1,324,220)

4,171,123
(2,988,919)

3,552,217
(314,779)

11,195,626
(6,503,352)

230,954
18,147
249,101
334,800
(119,086)
(88,746)

41,678
(2,342)
39,336
115,857
6,450
(30)

1,182,204
(64,067)
1,118,137
14,803
(908,263)
(65,160)

3,237,438
(116,332)
3,121,106
(36,797)
(3,502,049)
(321,899)

4,692,274
(164,594)
4,527,680
428,663
(4,522,948)
(475,835)

376,069
(48%)
2,042,003
2,505,558

161,613
(16%)
235,655
313,044

159,517
(81%)
1,515,566
2,070,602

(739,639)
(112%)
391,768
6,378,999

(42,440)
(99.90%)
4,184,992
11,268,203

36

Notes to the financial statements

AL AHLIA INSURANCE 2012 ANNUAL REPORT

for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

25 Segmental underwriting results (continued)
Assets amounting to BD 24,283,095 and liabilities amounting to BD3,092,608 are not specifically identifiable with general and life
insurance business.
31 December 2011

Gross premiums
Reinsurance ceded
Retained premiums
Adjustment in unearned premium
Net premiums earned
Net earned commission income/(expense)
Net claims incurred
Management expenses
Underwriting profit for the year
Loss ratios
Identifiable assets
Identifiable liabilities

Fire and
general accident
and engineering

Marine
and aviation

Life
and medical

Motor

Total

2,261,333
(1,987,753)

1,541,946
(1,504,626)

3,945,965
(2,824,371)

3,380,518
(278,781)

11,129,762
(6,595,531)

273,580
(14,670)
258,910
350,337
(32,866)
(119,411)

37,320
2,656
39,976
90,287
(58)
-

1,121,594
(2)
1,121,592
(10,125)
(687,809)
(73,208)

3,101,737
(23,306)
3,078,431
(32,788)
(2,580,655)
(277,183)

4,534,231
(35,322)
4,498,909
397,711
(3,301,388)
(469,802)

456,970
(12.69)%
2,267,173
2,687,251

130,205
(0.15)%
2,116,099
2,194,216

350,450
(61.32)%
1,383,829
1,841,022

187,805
(83.83)%
349,160
5,753,345

1,125,430
(73.38)%
6,116,261
12,475,834

Assets amounting to BD 21,785,906 and liabilities amounting to BD3,004,207 are not specifically identifiable with general and life
insurance business.
The Company operates in the Kingdom of Bahrain only and accordingly, no geographical segmental information has been
presented.
26 General and administrative expenses

Employee related costs
Administrative and other costs
Depreciation

Year ended
31 December
2012

Year ended
31 December
2011

502,013
280,950
24,082
807,045

536,710
347,915
28,363
912,988

Year ended
31 December
2012

Year ended
31 December
2011

448,535
638,209
1,086,744

(638,379)
537,155
287,466
186,242

27 Net investment income

Realised loss on sale of available-for-sale investments
Dividend income
Interest income
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28 Earnings per share

Net profit for the year
Weighted average number of shares outstanding
Basic and diluted earnings per 100 fils share

Year ended
31 December 2012

Year ended
31 December 2011

238,311
61,840,216
4fils

585,065
61,840,216
9fils

The earnings per share has been computed on the basis of net profit for the year divided by the number of shares
outstanding for the year, net of 46,416 treasury shares. There is no difference between the basic and diluted earnings per
share.
29 Related party balances and transactions
Related party transactions represent transactions with shareholders, directors and senior management of the Company
or companies in which they are the principal owners. Pricing policies and terms of these transactions are approved by the
Company’s Board of Directors.
A summary of the significant transactions with related parties is as follows:
Related party
relationship

Year ended
31 December 2012

Year ended
31 December 2011

Directors
Directors

45,689
4,586

-

Premium earned
Claims incurred
30 Insurance contracts, financial instruments and risk management
(i) Insurance risk management

Insurance risk comprises the possibility that an insured event occurs, and the uncertainty of the amount of the resulting
claim. By the very nature of an insurance contract, this risk is random and, therefore unpredictable. The primary risk that
the Company faces under such contracts is that the actual claims and benefits payments exceed the carrying amount of
insurance liabilities.
The primary risk control measure in respect of insurance risk is the cession of the risk to third parties via reinsurance,
including excess of loss protection programme. Reinsurance business ceded is to a number of international reputable
third party insurers on a proportional basis with retention limits, varying by lines of business and geographical areas. The
Company is not dependent on a single reinsurer or a reinsurance contract.
In addition, insurance risk is mitigated by:
•

The Company’s diverse portfolio of insurance contracts. Accordingly the Company is less likely to be adversely affected
by a single unexpected event.

•

The Company’s binding (underwriting and retention) guidelines and limits, and the underwriting authorities’ control
over who is authorised and accountable for concluding insurance and reinsurance contracts. Compliance with these
guidelines is closely monitored by the management. Developments in the global and local markets are also monitored
closely and where necessary appropriate changes are made to the Company’s policy and guidelines to reflect current
best practices.

•

All the Company’s insurance contracts contain specific liability limits.
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30 Insurance contracts, financial instruments and risk management (continued)
Claims development
The development of gross insurance liabilities provides a measure of the Company’s ability to estimate the ultimate value of
claims. The following table illustrates the Company’s estimate of total claims outstanding for the years 2007 to 2012:
Underwriting years
Estimate of ultimate claims:
At end of each reporting year
One year later
Two years later
Three years later
Four years later
Five years later
Estimate of cumulative claims
Less: Cumulative
payments to date
Liability recognized in the
statement of financial position
Add: Claims in
respect of years prior to 2007
At 31 December 2012

2007

2008

6,381,695
6,271,218
5,802,459
5,788,916
5,790,490
5,672,619
5,672,619

2009

2010

2011

2012

Total

8,306,619
8,325,249
8,215,435
7,892,917
7,556,483
-

9,045,486 10,044,325 4,112,917
8,480,468 10,131,357 4,820,148
8,991,195 10,201,127
9,251,514
-

6,885,832
-

44,776,874
38,028,440
33,210,216
22,933,347
13,346,973
5,672,619

7,556,483

9,251,514 10,201,127 4,820,148

6,885,832

44,387,723

(5,187,106) (7,047,905) (8,240,025) (9,328,753) (3,838,427) (4,762,320) (38,404,536)
485,513

508,578

1,011,489

872,374

981,721

2,123,512

5,983,187
619,893
6,603,080

Claims in respect of years prior to 2007 are pending completion subject to receipt of all the necessary documentation. These
claims are substantially reinsured at 31 December 2012.
Reinsurance risk
Although the Company has reinsurance arrangements, it is not relieved of its direct obligations to its policy holders and
thus a credit risk exposure remains with respect to reinsurance ceded to the extent that any reinsurer is unable to meet its
obligations under such reinsurance arrangements. The Company reinsures business only with parties that have good credit
ratings; such credit ratings are reviewed on a regular basis. A geographical analysis of the Company’s reinsurance exposure
at 31 December is provided below:
Geographical region

Middle East
Europe
Rest of the world

31 December
2012

31 December
2011

1,489,290
387,423
64,571
1,941,284

1,336,305
2,342,080
306,202
3,984,587

The five largest reinsurers account for 73% of the maximum credit exposure at 31 December 2012 (2011: 32%).
Reinsurance recoveries under each business segment are as follows:
Outstanding claims recoverable from reinsurers under each business segment

Fire, general accident and engineering
Marine and aviation
Life and medical
Motor

31 December
2012

31 December
2011

1,196,840
139,076
406,962
198,406
1,941,284

1,356,441
2,039,766
413,472
174,908
3,984,587
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(ii)

Capital management

The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to
sustain future development of the business. The Board of Directors monitors the return on capital, which the Company
defines as net operating income divided by total shareholders’ equity. The Company’s objectives for managing capital are:
•

to safeguard the entity’s ability to continue as a going concern, so that it can continue to provide returns for shareholders
and benefits for other stakeholders, and

•

to provide an adequate return to shareholders by pricing products and services commensurately with the level of risk.

The company is supervised by regulatory bodies that set out certain minimum capital requirements. It is the Company’s
policy to hold capital as an aggregate of the capital requirement of the relevant supervisory body and a specified margin, to
absorb changes in both capital and capital requirements.
The Company manages the capital structure and makes adjustments to it in the light of changes in economic conditions and
the risk characteristics of the underlying assets. There were no significant changes in the Company’s approach to capital
management during the year.
In addition the company maintains adequate capital and solvency margin as determined by the provisions of Capital
Adequacy Module of the Insurance Rulebook Volume 3
(iii)

Financial risk management

Financial instruments consist of financial assets and financial liabilities.
Financial assets of the Company include cash and cash equivalents, statutory deposits, available-for-sale investments and
receivables from policyholders, insurance and reinsurance companies.
Financial liabilities of the Company include payables and other liabilities to policyholders, insurance and reinsurance
companies and other parties.
The Company does not use any derivative financial instruments.
The Company has exposure to the following risks from its use of financial instruments:
•
•
•
•
•
•
•

Currency rate risk
Interest rate risk
Market risk
Credit risk
Liquidity risk
Fair value risk
Investment risk

This note presents information about the Company’s exposure to each of the above risks, the Company’s objectives,
policies and processes for measuring and managing risk, and the Company’s management of capital. Further quantitative
disclosures are included throughout these financial statements.
The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk management
framework and, whilst retaining ultimate responsibility for them, it has delegated the authority for designing and operating
processes that ensure the effective implementation of the objectives and policies to the Company’s finance function. The
Board receives monthly reports from the Company’s Financial Controller through which it reviews the effectiveness of the
processes put in place and the appropriateness of the objectives and policies it sets.
The overall objective of the Board is to identify and analyse the risks faced by the Company, to set appropriate risk limits and
controls, and to monitor risks and adherence to limits.
Currency rate risk
Currency rate risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.
The Bahrain Dinar is effectively pegged to the United States Dollar, thus currency rate risk occurs only in respect of other
currencies. The Company does not hedge against such currency rate risks.
The table below summarises the exposure to currency rate risk excluding assets and liabilities arising from insurance and
reinsurance contracts. The analysis calculates the effect of a reasonably possible movement of the Bahrain Dinar against
Turkish Lira with all the other variables held constant in the statement of income.

40

AL AHLIA INSURANCE 2012 ANNUAL REPORT

Notes to the financial statements
for the year ended 31 December 2012
(Expressed in Bahrain Dinars)

30 Insurance contracts, financial instruments and risk management (continued)
(iii)

Financial risk management (continued)

Net open positions (in Bahrain Dinar equivalent)

United States Dollars
Turkish Lira
Other GCC currencies

31 December
2012

31 December
2011

11,519,085
591,800
5,577,165
17,688,050

8,555,079
391,973
3,486,240
12,433,292

Foreign exchange sensitivity analysis is as follows:

Currency
Turkish Lira
Turkish Lira

Change

Impact on profit

+/-5%
+/-3%

29,590
17,754

Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.
The Company invests in bonds that are subject to interest rate risk. Interest rate risk to the Company is the risk of changes
in market interest rates reducing the overall return on its interest-bearing securities. The Company limits interest rate risk by
monitoring changes in interest rates in the currencies in which its cash and investments are denominated. The impact of any
change in the market interest rates on the profits of the Company is not expected to be material by management.
Market risk
Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the individual security, or its issuer, or factors affecting all securities traded in
the market.
The Company is exposed to market risk with respect to its investments in equities, managed funds and bonds.
The Company limits market risk by maintaining a diversified portfolio and by continuous monitoring of developments in
international equity and bond markets. In addition, the Company actively monitors the key factors that affect stock market
movements, including analysis of the operational and financial performance of investees.
Geographical concentration of investments

Kingdom of Bahrain
Middle East
Europe

31 December
2012

31 December
2011

1,650,000
13,450,005
2,588,045
17,688,050

1,650,000
10,391,319
391,973
12,433,292
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Investment fair value sensitivity analysis is as follows:
Description

Change

Impact on profit

Available for-sale-investment
Available for-sale-investment
Credit risk

+/-5%
+/-10%

884,402
1,768,805

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to
incur a financial loss. The Company adopts policies and procedures in order to maintain credit risk exposures within limits.
These limits have been set on the basis of the types of exposures and the credit rating of the counter party and hence the
Company is of the opinion that no credit loss will occur. Substantially all of the Company’s underwriting activities are carried
out in the Kingdom of Bahrain.
Further a significant portion of the Company’s cash and bank balances, time deposits and investments are placed with
institutions in the Kingdom of Bahrain and Europe. Credit risk on premiums receivable is limited to policyholders in Bahrain.
Credit risk on insurance balances receivable is substantially on major reinsurance companies located in the Arabian Gulf
States, Middle East and Europe.
Liquidity risk
Liquidity risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated with
financial liabilities. Liquidity requirements are monitored on a regular basis and management ensures that sufficient funds are
available to meet any commitments and liabilities as they arise.
The Company does not have any long-term borrowings. Other financial liabilities are due for payment within 12 months of the
statement of financial position.
Fair values
Fair value is an amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing parties
in an arm’s length transaction.
The fair values of the Company’s financial assets and liabilities are not materially different from their carrying values. The table
below sets out the company’s classification of each class of financial assets and liabilities, and their fair values.

2012
Cash and cash equivalents
Statutory deposit
Available-for-sale investments
Receivables
Reinsurer’s share of outstanding claims
Total financial assets
Outstanding claims
Insurance payables
Other liabilities
Total financials liabilities

Availablefor-sale

Loans and
receivables

Total
carrying
value

Fair
value

17,688,050
17,688,050

1,290,452
125,000
4,361,655
1,941,284
7,718,391

1,290,452
125,000
17,688,050
4,361,655
1,941,284
25,406,441

1,290,452
125,000
17,688,050
4,361,655
1,941,284
25,406,441

-

6,603,080
1,870,923
1,106,190
9,580,193

6,603,080
1,870,923
1,106,190
9,580,193

6,603,080
1,870,923
1,106,190
9,580,193
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30 Insurance contracts, financial instruments and risk management (continued)
(iii)

Financial risk management (continued)

2011
Cash and cash equivalents
Statutory deposit
Available-for-sale investments
Receivables
Reinsurer’s share of outstanding claims
Total financial assets
Outstanding claims
Insurance payables
Other liabilities
Total financials liabilities

Availablefor-sale

Loans and
receivables

Total
carrying
value

Fair
value

12,433,292
12,433,292

4,579,804
125,000
3,856,498
3,984,587
12,545,889

4,579,804
125,000
12,433,292
3,856,498
3,984,587
24,979,181

4,579,804
125,000
12,433,292
3,856,498
3,984,587
24,979,181

-

8,134,862
1,819,706
1,072,714
11,027,282

8,134,862
1,819,706
1,072,714
11,027,282

8,134,862
1,819,706
1,072,714
11,027,282

Regulatory risk
Regulatory risk is the risk of non-compliance with regulatory and legal requirements in the Kingdom of Bahrain. The Company’s
Compliance Department is currently responsible for ensuring all regulations are adhered to.
Legal risk
Legal risk includes the risk of unexpected losses from transactions and/or contracts not being enforceable under applicable laws
or from unsound documentation. The Company deals with several external law firms to support it in managing the legal risk.
31 Contingent liabilities
The Company is a defendant in a number of cases brought by policy holders in respect of claims which the Company disputes.
While it is not possible to predict the eventual outcome of such legal actions, the Directors have made provisions which, in their
opinion, are adequate.
32 Subsequent events
There were no significant events subsequent to 31 December 2012 and occurring before the date of signing of the financial
statements that would have a significant impact on these financial statements.

