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Independent Auditors’ Report 
 
To: Messrs Chairman and Members of the Board of Directors 
Ahleia Insurance Group Company 
Public Shareholding Company LTD 
Palestine 
 
We have audited the accompanying financial statements of Ahleia Insurance Group Company – 
Public Shareholding Company LTD, which comprise the consolidated statement of financial 
position as at December 31, 2009, and the consolidated statement of comprehensive income, 
consolidated statement of changes in shareholders' equity and consolidated statement of cash flows 
for the year then ended, and a summary of significant accounting policies and other explanatory 
notes. 
 
The financial statements for the year ended December 31, 2008 were audited by other auditor 
whose report thereon dated March 12, 2009 was unqualified 
 
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. This responsibility includes: 
designing, implementing and maintaining internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud 
or error, selecting and applying appropriate accounting policies, and making accounting estimates 
that are reasonable in the circumstances. 
 
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 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 the 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, the auditor considers 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. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our audit opinion. 
 
Opinion 
  
In our opinion, the financial statements present fairly, in all material respects, the financial position 
of Ahleia Insurance Group Company – Public Shareholding Company LTD as of December 31, 
2009, and of its financial performance and changes in shareholders' equity and cash flows for the 
year then ended in accordance with International Financial Reporting Standards. 
 
In addition to the above, we have obtained the information and explanations, which we considered 
necessary for the performance of our Job. In our opinion, the company maintains proper accounting 
records that are consistent with the financial statements disclosed as per the available information. 
There were no violations of the provisions of the Companies Act in force in the Palestinian National 
Authority Territories or the Insurance Act No. (20) of year 2005 or the instructions issued by the 
Department of Insurance Supervision, the statute of the company, which may materially affect the 
consolidated financial position of the company or its results. 
 
 
 
For Talal Abu – Ghazaleh & Co. International    
 
 
Jamal Milhem 
Executive Director                         
License 100/98 
Ramallah on February 15, 2010 
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Ahleia Insurance Group Company  
Palestine 

Consolidated Statement of Financial Position as at December 31, 2009 
 

(Currency: USD) 
   December 31, 
 Notes  2009  2008 

Assets      
Non-Current Assets      
Property, Plant and Equipment, Net 4  3,084,217  1,509,633 
Projects in Progress   -  1,793,373 
Investment Property 5  6,268,460  5,327,481 
Investment in Associates 6  12,356,312  10,657,527 
Financial Assets Held-to-Maturity 7  322,054  322,054 
Available-for-Sale Financial Assets 8  1,943,299  999,784 
Checks under Collection   1,983,274  1,473,953 
Total Non-Current Assets   25,957,616  22,083,805 
Current Assets      
Insurance Receivable, Net 9  7,755,755  7,434,455 
Deferred Insurance Receivable   1,459,261  1,254,543 
Reinsurance Contract Assets 10  3,929,126  4,371,117 
Other Assets and Debit Balances 11  1,710,881  2,500,329 
Financial Assets Held-for-Trading 12  146,077  108,514 
Term Deposits at Banks 13  7,468,494  7,425,895 
Cash and Cash Equivalents 14  932,283  1,339,366 
Total Current Assets   23,401,877  24,434,219 
Total Assets   49,359,493  46,518,024 
      
Liabilities and Shareholders' Equity      
Shareholders' Equity      
      
Paid-in Capital 15  8,374,837  8,052,728 
Premium   75,000  75,000 
Statutory Reserve  16  1,509,880  1,268,022 
Voluntary Reserve 17  1,612,350  1,370,492 
Cumulative Change in Fair Value 8  (128,566)  (100,337) 
Retained Earnings   272,758  4,651 
Proposed Dividends 18  1,339,974  1,288,438 
Total Shareholder's Equity   13,056,233  11,958,994 
Non-Current Liabilities      
Provision for Employees' Indemnity 19  1,348,511  1,172,334 
Total Non-Current Liabilities   1,348,511  1,172,334 
Current Liabilities      
Insurance Provisions and Other Liabilities 20  9,133,958  9,700,368 
Tax Provisions 21  635,157  408,380 
Insurance Contract Liabilities  10  24,666,374  23,038,221 
Notes Payable (Post Dated Checks)   519,260  239,727 
Total Current Liabilities   34,954,749  33,386,696 
Total Liabilities and Shareholders' Equity   49,359,493  46,518,024 

 
The accompanying notes from 1-33 constitute an integral part of these statements 

 
General Manager                                                                          General Manager Assistant 
                                                                                                                  for Financial Affairs  
             

Exhibit (A) 
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Ahleia Insurance Group Company  

Palestine 
Consolidated Statement of Comprehensive Income 

for the Year Ended December 31, 2009 
 

(Currency: USD) 
 

   December 31, 
 Notes  2009  2008 

Insurance Contract Revenues       
      
Gross Premium  22  21,443,840  17,973,325 
Reinsurance Share of Gross Premium 22  (1,990,012)  (1,985,198) 
Change in Unexpired Risk Reserve 22  (2,276,616)  (1,721,260) 
Net Insurance Premium 22  17,177,212  14,266,867 
Insurance Commission Received 22  378,587  365,741 
Total Insurance Contract Revenues 22  17,555,799  14,632,608
Claims Paid 22  (12,625,094)  (12,514,272) 
Reinsurance Share of Claims  22  1,909,827  1,875,792 
Recoveries 22  855,435  740,493 
Net Change in Provision for Outstanding Claims  22  (90,621)  2,261,571 
Commission Paid 22  (943,096)  (922,566) 
Direct & Administrative Expenses Allocated to Insurance 22  (4,153,920)  (3,949,572) 
Insurance Income   2,508,330  2,124,054
      
Other Comprehensive Income      
Income (Loss) form Investment Portfolio 23  127,767  (313,533) 
Provision for Doubtful Accounts 9  (86,898)  (193,248) 
G & A Expenses not allocated to Insurance Branches 24  (262,132)  (252,894) 
Currency Exchange Differences    (627,375)  (84,270) 
Share of Profit of Associates   649,129  (71,683) 
Interests Revenues   181,631  222,403 
Expenses of Subsidiary Companies   (96,094)  (43,358) 
Other Revenues   24,216  83,829 
Profit Before Taxes   2,418,574  1,471,300 
Tax Provision for the Year   (276,777)  (275,574)
Profit– After Tax   2,141,797  1,195,726
Earnings Per Share 25  0.064  0.037

 
 

 
 

The accompanying notes from 1-33constitute an integral part of these statements  
 
 
General Manager                                                                        General Manager Assistant 
                                                                                                               for Financial Affairs 
 
 

Exhibit (B) 
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Ahleia Insurance Group Company  
Palestine 

Consolidated Statement of Changes in Shareholders' Equity for the Year Ended December 31, 2009 
 

(Currency: USD) 
 

 Paid-in 
Capital  Premium  Statuary 

Reserve  Voluntary 
Reserve  

Cumulative 
Change in 
Fair Value 

 Retained 
Earnings  Proposed 

Dividends 

 
Total 

                
Balance on January 1, 2009 8,052,728  75,000  1,268,022  1,370,492  (100,337)  4,651  1,288,438  11,958,994 
Stock Dividends  322,109  -  -  -  -  -  (322,109)  - 
Cash Dividends -  -  -  -  -  -  (966,329)  (966,329) 
Profit for the Year – Exhibit (B) -  -  -  -  -  2,141,797  -  2,141,797 
Net Loss from Available for Sale Financial Assets -  -  -  -  (28,229)  -  -  (28,229) 
Transfers to statuary Reserve -  -  241,858  -  -  (241,858)  -  - 
Transfers to Voluntary Reserve -  -  -  241,858  -  (241,858)  -  - 
Board of Directors Remuneration -  -  -  -  -  (50,000)  -  (50,000) 
Proposed Dividends – Note (18) -  -  -  -  -  (1,339,974)  1,339,974  - 
                
Balance on December 31, 2009  8,374,837  75,000  1,509,880  1,612,350  (128,566)  272,758  1,339,974  13,056,233 
Balance on December 31, 2008 8,052,728  75,000  1,268,022  1,370,492  (100,337)  4,651  1,288,438  11,958,994 

 
 
 

The accompanying notes from 1-33 constitute an integral part of these statements 

Exhibit (C) 
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2.17 Provisions 
 
Provisions are present obligations (legal or constructive) resulted from past events, the 
settlement of the obligations is probable and the amount of those obligations can be 
estimated reliably.  The amount recognized as a provision is the best estimate of the 
expenditure required to settle the present obligation at the statement of financial 
position date, that is, the amount that the Company would rationally pay to settle the 
obligation at the statement of financial position date or to transfer it to a third party. 
Provisions reviewed and adjusted at each statement of financial position date. If 
outflows, to settle the provisions, are no longer probable, reverse of the provision is 
recorded as income. Provisions are only used for the purpose for which they were 
originally recognized. 
 
2.18 Investment in Financial Assets 
 
- The Group classifies its investments within the scope of IAS (39) as either financial 

assets classified as at fair value through profit or loss, available-for-sale financial 
assets or financial assets held-to-maturity. No reclassifications between financial 
assets other than in certain cases defined in IFRS. 

 
- Investment in Associates 
The Company's investment in its associate is accounted for under the equity method of 
accounting. An associate is an entity over which the Company has significant influence 
and that is neither a subsidiary nor an interest in a joint venture. 
Under the equity method, investments in associates are carried in the consolidated 
statement of financial position at cost as adjusted for post-acquisition changes in the 
Company’s share of the net assets of the associate. The statement of comprehensive 
income reflects the Company's share of its associate's results of operations. Where 
there has been a change recognized directly in equity of the associates, the Group 
recognizes its share of any changes in the statement of changes in shareholders' 
equity. Intra-company profit and loss transactions are eliminated to the extent of the 
Group's interest in the relevant associate. 
 
2.19 Cash and Cash Equivalents 
 
For the purpose of the consolidated statement of cash flows, cash and cash equivalents 
consist of cash on hand, bank balances, short-term deposits with an original maturity 
of three months or less and checks under collection, net of restricted bank deposits. 
 
2.20 Investments 
 
- Financial Assets Classified as at Fair Value through Profit or Loss 
It represents investments held for the purpose for trading, profit and loss results from 
FVTPL is reflected in the statement of comprehensive income. 
Financial assets classified for trading if acquired principally for the purpose of selling 
in the near future; or part of indentified portfolio of financial instruments that the 
company manages together including derivatives that have recent actual pattern of 
short-term profit-taking. 
 
 



12 
 

 
 
- Available-for-Sale financial Assets 
AFS financial assets comprise listed shares held by the company and are traded in an 
active market and are stated at fair value. Gains and losses arising from the changes in 
the fair value are recognized directly in the statement of shareholders; equity in the 
investments revaluation reserve with the exception of impairment losses. Where the 
investment is disposed off or is determined to be impaired, the cumulative gain or loss 
previously recognized in the investments revaluation reserve is included in the 
statement of comprehensive income. 
The fair value of AFS monetary assets denominated in foreign currency is determined 
in that foreign currency and translated at the prevailing rate at the balance sheet date. 
The change in fair value attributable to translation differences that result from a change 
in amortized cost of the asset is recognized in the statement of comprehensive income, 
and other changes are recognized in the statement of shareholders' equity. 
 
2.21 Impairment of Financial Assets 
 
Financial assets, are assessed for indicators of impairment at the date of the statement 
of financial position.  
Financial assets are impaired where there is an objective evidence that, as a result of 
one or more events that occurred after the initial recognition of the financial asset, the 
estimated future cash flows of the investment have been impacted. For financial assets 
carried at amortized cost, the amount of the impairment is the difference between the 
asset’s carrying amount and the present value of estimated future cash flows, 
discounted at the original effective interest rate.  
The carrying amount of the financial asset is reduced by the impairment loss directly 
for all financial assets with the exception of insurance receivables where the carrying 
amount is reduced through the use of an allowance for doubtful accounts. When an 
insurance receivable is uncollectible, it is written off against the allowance account. 
Subsequent recoveries of amounts previously written off are credited against the 
allowance account. Changes in the carrying amount of the allowance account are 
recognized in statement of comprehensive income. 
 
2.22 Fair value of Financial Instruments 
 
The fair values of financial assets and financial liabilities are determined as follows: 
- The fair value of financial assets with standard terms and conditions and which are 

traded on active markets are determined with reference to quoted market prices at 
the date of the statement of financial position. 

- The fair value of other financial assets and financial liabilities are determined in 
accordance with generally accepted pricing models based on discounted cash flow 
analysis using prices from observable current market transactions. 

 
2.23 Financial Liabilities 
 
Insurance payable, other payables and provision for employees' indemnity are 
classified as "other financial liabilities" and measured at amortized cost.  
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2.24 Tax Provisions 
 
This item represents the accrued tax on taxable income for Group's branches operating 
in northern governorates (West Bank) only and dose not include accrued taxes on Gaza 
Strip branches on the basis of the Presidential Decree issued on June 26, 2007 
exempting all tax payers of southern governorates (Gaza Strip) from income tax and 
value added tax. 
 
2.25 Provision for Palestinian Road Victims Compensation Fund and Provision for                 

Palestinian Capital Market Authority 
 
Starting from May 1, 2006, and in accordance with Insurance Control Department 
instructions, the Provision for Palestinian Road Victims Compensation Fund was 
calculated at 15% of the net act motor premium and 3% were calculated as a provision 
for Palestinian Capital Market Authority. 
 
3. Critical Accounting Judgments and Key Sources of Estimation Uncertainty 
 
In the process of applying company's accounting policies described in note (2), 
management has made judgments that have significant effect on the assets and 
liabilities recognized in the financial statements, and applied certain assumptions, and 
other key sources of estimation uncertainty that have a significant risk of material 
adjustment to the carrying amounts of assets and liabilities within the current 
financial year, as described below: 
 
3.1 Critical Accounting Judgments 
   
- Classification of Investments 
The Company classifies investments held for trading if they are acquired primarily for 
making a short-term profit. Other investments are classified as available-for-sale or 
held-to-maturity investments. 
 
- Valuation of Unquoted Equity Investments 
Valuation of unquoted equity investments is normally based on recent market 
transactions on an arm’s length basis, fair value of another instrument that is 
substantially the same, expected cash flows discounted at current rates for similar 
instruments or other valuation models. 
 
- Impairment of Financial Assets 
The Company determines whether available for sale equity financial assets are 
impaired when there has been a significant or prolonged decline in their fair value 
below cost. This determination of what is significant or prolonged requires 
professional judgment. In making this judgment and to record whether impairment 
occurred, the Company evaluates among other factors, the normal volatility in share 
price, the financial health of the investee, industry and sector performance, changes in 
technology and operational and financial cash flows. 
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3.2 Estimation Uncertainty 
 
- Estimation of Ultimate Liability Arising from the Claims made Under Insurance 

Contracts 
The estimation of ultimate liability arising from the claims made under insurance 
contracts is the company’s most critical accounting estimate. There are sources of 
uncertainty that need to be considered in the estimate of the liability that the company 
will eventually pay for such claims. Estimates have to be made both for the expected 
ultimate cost of claims reported at the statement of financial position date and for the 
expected ultimate cost of claims incurred but not reported (‘IBNR’) at the statement of 
financial position date. Liabilities for unpaid reported claims are estimated by 
expertise committee using the input of assessments for individual cases reported to 
the Company and management estimates based on past claims settlement trends for 
the claims reported but not paid. At each reporting date, prior year claims estimates 
are reassessed for adequacy and changes are made to the provision. 
 
- Impairment of Insurance Receivables 
An estimate of the collectible amount of insurance receivables is made when collection 
of the full amount is no longer probable. This determination of whether the insurance 
receivables are impaired entails the company evaluating, the credit and liquidity 
position of the policy holders and the insurance companies, historical recovery rates 
including detailed investigations carried out during the year and feedback received 
from the legal department. The difference between the estimated collectible amount 
and the book amount is recognized as an expense in the statement of comprehensive 
income. Any difference between the amounts actually collected in the future periods 
and the amounts expected will be recognized in the statement of comprehensive 
income at the time of collection. 
 
- Liability Adequacy Test 
At each balance sheet, liability adequacy tests are performed to ensure the adequacy 
of insurance contract liabilities. The Company makes use of the best estimates of 
future contractual cash flows and claims handling and administration expenses, as 
well as investment income from the assets backing such liabilities in evaluating the 
adequacy of the liability. Any deficiency is immediately charged to the statement of 
comprehensive income. 
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4. Property, Plant and Equipment, Net 
 

  Real Estates  Decoration  Electrical 
Equipment  Furniture 

and Fixtures 
 Computers  Advertising 

Signs 
 Motor 

Vehicles 
 Total 

                 
Cost                 
                 
January 1, 2009  604,210  395,895 375,360 541,528  1,168,210  225,259 464,666 3,775,128 
Additions  1,739,657 25,209 27,027 91,856  204,204  18,625 57,328 2,163,906 
Disposals  106,805 348,448 260,082 331,430  762,100  216,794 136,467 2,162,126 
                  
December 31, 2009  2,237,062   72,656  142,305  301,954  610,314  27,090  385,527  3,776,908 
            
Accumulated Depreciation             
January 1, 2009  68,191 359,780 192,010 338,352  928,900  212,854 165,408 2,265,495  
Depreciation for the Year  40,688 7,417 15,672 30,920  119,081  6,046 37,203 257,027 
Disposals  5,451 345,559 165,651 281,867  735,115  209,795 86,393 1,829,831 
                 
December 31, 2009  103,428  21,638  42,031  87,405  312,866  9,105  116,218  692,691 
                  
Net Book Value                  

December 31, 2009  2,133,634  51,018  100,274  214,549   297,448  17,985  269,309  3,084,217 

December 31, 2008  536,019  36,115  183,350  203,176   239,310  12,405  299,258  1,509,633 

Annual Depreciation Percentage  3%  10%  10%  10%  20%  33.3%  10%   
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5. Investment Property 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  5,327,481    7,242,063  
Additions  940,979    95,141  
Sale of Investment Properties  -    )2,009,723(  
Balance, End of the Year – Exhibit (A)  6,268,460    5,327,481  

 
* Investments properties are stated at cost ,  for the purpose of solvency margin application, fair 
value are used. Fair values of theses investments as of December 31, 2009 based on appraisal made 
by real estates specialists amounted to USD (9,091,796), fair values differences amounted to USD 
(2,823,337). 
 
* The Group together with a government owned company, from which the Group previously 
purchased a piece of land at USD 1,630,990 in Al Biereh City and classified it as investment 
property, are defendants to law suits for legal claim filed in Ramallah Preliminary Court by the 
Palestinian Authority's President, Council of Ministers and Minister of Finance to revoke the Group 
right to use and benefit from the land and cancel land titles registered in the name of the Group. 
During 2007, the Group contested the claim and filed a petition in response. During 2008, the court 
rejected the contest petition and brought the law suite back into the ordinary judicial proceeding. As 
of the date of theses consolidated financial statements, the case is still judicial proceeding. The 
Group's legal advisor believes that the law suite claim has no legal ground. 
 
6. Investment in Associates 
 
 No. of Shares Ownership % Book Value 
 

Country of 
Incorporation 2009 2008 2009 2008 2009 2008 

        
Union Construction &  
Investment Company Palestine 11,653,000 11,443,619 29.13 28.61 12,168,026 10,509,979 

        
MENA Geothermal & 
 Investment Company Palestine 170,000 170,000 34.00 34.00 188,286 147,548 

        
Total – Exhibit (A)     12,356,312 10,657,527 

 
Union Construction and Investment Company, Public Shareholding Company is in the business of 
constructing shopping malls and centers, housing, hotels and all kind of tourist complexes, in 
addition to design and plan and execute and operate tourist and industrial compounds. 
 
MENA Geothermal & Investment Company Ltd work in the business of providing geothermal 
energy services and providing technical consultancies related to reduced energy costs. 
 
7. Financial Assets Held-to-Maturity 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  322,054    800,000  
Impairment  -    )477,946(  
Balance, End of the Year – Exhibit (A)  322,054    322,054  
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8. Available-for-Sale Financial Assets 
 
 2009  2008 
 Cost Change in 

Fair Value 
Net  Cost Change in 

Fair Value 
Net 

        
Manazel Real Estates Co. - EUA 410,854  128,566  282,288    410,854  100,337  310,517  
Al Takaful Palestinian Insurance Co. 600,000  -  600,000    600,000  -  600,000  
AKA Investment Capital Ltd-Cyprus 971,743  -  971,743    -  -  -  
Others 89,267  -  89,267    89,267  -  89,267  

              
Total – Exhibit (A) 2,071,864 128,566  1,943,298    1,100,121  100,337  999,784  
 
 
Cumulative Change in Fair Value 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  )100,337(    84,759  
Change in Fair Value during the Year  )28,229(    )185,096(  
Balance, End of the Year – Note (8)  )128,566(    )100,337(  

 
9. Insurance Receivable, Net 

 December 31,  
 2009  2008 

Policy Holders' Receivables 9,075,375    8,695,244  
Insurance Agents Receivables 89,869    151,977  
Re-Insurers Receivables 424,977    404,880  
Insurance Companies Receivables 236,935    166,857  
 9,827,156    9,418,958  
Provision for Doubtful Accounts * )2,071,401(    )1,984,503(  
Total– Exhibit "A" 7,755,755    7,434,455  

 
* Movement on the Provision for Doubtful Accounts 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  1,984,503    1,791,255  
Change in Fair Value during the Year  86,898    193,248  
Balance, End of the Year – Note (9)  2,071,401    1,984,503  
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10. Insurance and Reinsurance Contracts Liabilities and Assets  
 December 31,  
 2009  2008 

Insurance Contracts Liabilities        
Claims Reported Unsettled 16,700,089    17,137,452  
Reserve for Claims Incurred but not Reported 936,730    882,233  
Reserve for Un-Expired Risk 7,029,555    5,018,536  
Total Insurance Contracts Liabilities – Exhibit (A) 24,666,374    23,038,221  
       
Reinsurance Contracts Assets        
Claims Reported Unsettled 3,532,108    4,005,594  
Reserve for Un-Expired Risk 397,018    365,523  
Total Reinsurance Contracts Assets – Exhibit (A) 3,929,126    4,371,117  
       
Net       
Claims Reported Unsettled 13,167,981    13,131,858  
Reserve for Claims Incurred but not Reported 936,730    882,233  
Reserve for Un-Expired Risk 6,632,537    4,653,013  
Total 20,737,248    18,667,104  

 
11. Other Assets and Debit Balances 

 December 31, 
 2009  2008 

Accrued Revenues 297,775    367,925  
Prepaid Expenses 72,376    158,536  
Employees' Receivable 145,269    197,065  
Insurance Recoveries 15,986    23,311  
Recoveries from Insurance and Reinsurance Companies 924,750    27,957  
Due from an Associate 10,157    -  
Subsidiaries Companies Accounts 105,628    825,653  
Others 138,940    116,280  
Accounts Receivable under Settlement -    511,237  
Due from Employees Saving Fund -    272,365  
Total – Exhibit (A) 1,710,881    2,500,329  

 
12. Financial Assets Held-for-trading 
  
Financial assets –for-trading represent investment in the shares of Arab Company for 
Marketing Centers listed in Palestinian Securities and Exchange. 
 
13. Term Deposits at Banks 

 December 31,  
 2009  2008 

Palestinian  Investment Bank –Maturity of 3 Months 4,413,342    4,909,110  
Arab Islamic Bank – Maturity of 3 Months 284,528    282,084  
Arab Bank – Maturity of 3 Months 250,000    250,000  
International Commercial Bank – Maturity more than 3 Months 2,520,624    -  
Bank of Palestine -    206,611  
Housing Bank -    60,587  
Al Quds Bank -    1,717,503  
Total– Exhibit (A) 7,468,494    7,425,895  
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14. Cash and Cash Equivalents 

  December 31,  
  2009  2008 

Cash on Hand  126,791    77,304  
Cash at Banks  805,492    1,262,062  
Total – Exhibit (A)  932,283    1,339,366  

 
 
15. Paid-in Capital 
 
The authorized and paid-in capital comprise 33,499,348 shares with par value of USD 0.25 
per share after the share capital was increased during the year as a result of stock 
dividends on the basis of 4 additional shares for each 100 subscribed shares. The paid-in 
capital up to December 31, 2009 and 2008 respectively USD 8,374,837 and USD 8,052,728. 
  
16. Statuary Reserve 
 
This item is represented by 10% of profits transferred annually to the statuary reserve in 
accordance to the Group's Bylaw and the Companies' Law. 
 
17. Voluntary Reserve 
 
This item is represented by the amount transferred from profits as per the BOD 
recommendations and the approval of the Shareholders in the General Assembly ordinary 
meeting. 
 
18. Proposed Dividends 
 
The Board of Directors of the Group will propose to the General Assembly in its annual 
meeting that is proposed to be held on by the end of March 2010 a dividends of 16% of 
share capital equivalent to (USD 1,339,974) whereas 12% will be in the form of cash 
dividends and 4% stock dividends. This proposal is subject to the General Assembly 
approval. 
 
19. Provision for Employees' Indemnity 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  1,172,334    1,023,319  
Additions during the Year  269,474    245,123  
Paid during the Year  )93,297(    )96,108(  
Balance, End of the Year – Exhibit (A)  1,348,511    1,172,334  
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20. Insurance Provisions and Other Liabilities 
 

 December 31, 
 2009  2008 

Palestinian Road Accident Victims Compensation Fund 2,256,402    2,262,828  
Re-insurers Payables 1,043,803    876,407  
Due to Associates 167,675    1,103,059  
Accrued Expenses 566,341    496,302  
Due Expenses to Medical Institutions 1,011,246    1,203,236  
Pending Agents' Commissions 230,122    166,714  
Due to Insurance Companies 116,936    185,721  
Due to Shareholders 108,851    155,890  
Accounts Payable 407,450    859,412  
Accrued Taxes and Fees 1,731,592    1,386,552  
Deferred Premium 316,613    420,538  
Due to Saving Fund 605,894    -  
Provision for Employees' Vacation 99,430    117,463  
Associates' Balances  428,245    438,658  
Others 43,358    27,588  
Total – Exhibit (A) 9,133,958    9,700,368  

 
21. Tax Provision 
 

  December 31,  
  2009  2008 

Balance,  Beginning of the Year  408,380    204,037  
Additions during the Year  276,777    275,574  
Payments during the Year  )50,000(    )71,231(  
Balance, End of the Year – Exhibit (A)  635,157    408,380  
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22. Segment Information 
Group Segment Information: For management purpose, the Group is organized into five business segments, motor, general accidents, engineering accidents, fire and theft and marine. These 
segments are the basis on which the Group reports its segment information. Other operations of the Group comprise investment and cash management for the Group's own account and its 
subsidiaries. There are no transactions between segments. The below schedule summarizes revenues, expenses and results of operations for the Groups reporting Segments.  
 

  Motor  General 
Accidents 

 Engineering 
Accidents  Fire and 

Theft 
 Marine  Investment 

Segment 
 2009  2008 

Insurance Contracts Revenues                 
Cross Premium  12,747,305    6,732,220    373,569    1,461,323    129,423    -    21,443,840    17,973,325  
Reinsurance Share of Gross Premium  )267,559(    )573,950(    )183,324(    )883,078(    )82,101(    -    )1,990,012(    )1,985,198(  
                                
Net Premium  12,479,746    6,158,270    190,245    578,245    47,322    -    19,453,828    15,988,127  
Change in Unexpired Risk Reserve  )1,649,314(    )572,621(    )21,597(    )31,771(    )1,313(    -    )2,276,616(    )1,721,260(  
Deferred Premium   10,830,432    5,585,649    168,648    546,474    46,009    -    17,177,212    14,266,867  
Commissions Received  2,493    32,519    63,316    245,890    34,369    -    378,587    365,741  
Interest on Deposits and Loans   -    -    -    -    -    181,631    181,631    222,403   
Stock Dividends  -    -    -    -    -    90,204    90,204    32,596  
Capital Gains  -    -    -    -    -    -    -    74,483  
Profit (Loss) of Subsidiaries  -    -    -    -    -    )96,094(    )96,094(    )43,358(  
Net Results of Associates  -    -    -    -    -    649,129    649,129    )71,683(  
Other Revenues  -    -    -    -    -    24,216    24,216    19,935  
Total Segment Revenues  10,832,925    5,618,168    231,964    792,364    80,378    849,086    18,404,885    14,866,984  

Claims for the Year  )7,132,790(    )4,645,276(    )212,929(    )631,705(    )2,394(    -    )12,625,094(    )12,514,272(  
Reinsurance Share of Claims  1,077,396    124,943    167,860    537,713    1,915    -    1,909,827    1,875,792  
Recoveries  637,823    45,935    18,081    153,346    250    -    855,435    740,493  
Change in Outstanding Claims Reserve  )59,016(    )111,305(    )387(    81,467    )1,380(    -    )90,621(    2,261,571  
Net Commissions Paid  )823,854(    )72,332(    )14,173(    )25,989(    )6,748(    -    )943,096(    )922,566(  
Insurance Branches Direct Expenses  )1,208,774(    )382,619(    )44,617(    )142,541(    )16,182(    -    )1,794,733(    )1,673,523(  
Provision for Doubtful Accounts  -    -    -    -    -    )86,898(    )86,898(    )193,248(  
Investment Impairment Provision  -    -    -    -    -    37,563    37,563    )346,129(  
Currency Exchange Difference  -    -    -    -    -    )627,375(    )627,375(    )94,859(  
General and Administrative Expenses  )1,752,487(    )285,154(    )56,406(    )241,921(    )23,219(    )262,132(    )2,621,319(    )2,528,943(  
Total Segment Expenses  )9,261,702(    )5,325,808(    )142,571(    )269,630(    )47,758(    )938,842(    )15,986,311(    )13,395,684(  

Net Segment Income before Tax  1,571,223    292,360    89,393    522,734    32,620    )89,756(    2,418,574    1,471,300  
Geographic Segment Information: The Group operates only in the Palestinian Authority Area, thus no secondary segment information are presented. 
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23. Income (Loss) from Investment Portfolio 
 
This item includes income (loss) from investment in the portfolio of trading financial 
assets, available-for-sale financial assets and held-to-maturity financial assets as 
follows:  

  December 31,  
  2009  2008 

Stock Dividends  90,204    32,596  
Change in Fair Value of Trading Financial Assets  37,563    )346,129(  
Total – Exhibit (B)  127,767    )313,533(  

 
24. General and Administrative Expenses 

 December 31, 
 2009  2008 

Salaries and Related expenses 1,412,538    1,447,935  
Insurance 31,215    26,700  
Advertisements and Promotion 53,778    31,151  
Travel and Transportation 168,535    181,018  
Rent 118,917    135,597  
Professional Fees and Consultancies 63,329    66,274  
Telephone and Postage 108,733    99,925  
Hospitality 68,850    57,503  
Maintenance 90,439    66,345  
Water and Electricity 71,178    80,987  
Fees and Licenses  51,304    52,944  
Depreciation 242,245    177,336  
Stationery and Printings 44,676    26,716  
Office Supplies 42,657    42,931  
Others 52,925    35,581  
Total General and Administrative Expense  2,621,319    2,528,943  
G& A Expenses allocated to Insurance Branches – Note (22) )2,359,187(    )2,276,049(  
G&A Expenses not allocated to Insurance Branches-Exhibit (B) 262,132    252,894  

 
25. Earning per Share 

  December 31,  
  2009  2008 

Profit for the Year – after Tax  2,141,797    1,195,726  
Weighted Average number of Subscribed Shares  33,499,348    32,210,912  
Earning per share – after Tax- Exhibit (B)  0.064    0.037  
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26. Cash and Cash Equivalents 

  December 31,  
  2009  2008 

Cash  932,283    1,339,366  
Deposits at Banks with Maturity less than 3 Months  4,947,870    7,425,895  
Checks under Collection due during less than 3 Months  1,172,065    745,159  
Restricted Cash Balances *  )3,250,000(    )3,250,000(  
Total  3,802,218    6,260,420  

 
* Restricted cash balances includes an amount of USD (2,900,000) which represents a 

deposit at Palestinian Investment Bank that was impounded as a response to 
Ramallah's Preliminary Court order issued on October 12, 2008 related to claim filed 
by the Palestinian Road Accident s Victims Compensation Fund. The Group 
contested the law suite in a petition requesting the Fund to settle amounts of claims 
paid the Group and claims, which the Fund is liable to compensate for. As at the 
date of these consolidated financial statements, no final decision has been reached in 
this case. 
In addition, restricted cash balances comprise balances at Palestinian Investment 
Bank and Arab Bank of USD (350,000) representing deposits held in order to 
Palestinian Capital Market Authority in accordance with the legal requirements. 
 

27. Related Parties Transactions 
 

This item represents transaction with associate companies, major shareholders, Board 
of Directors' members and entities controlled by the Group or the Group has the 
ability to exercise significant influence over these entities. 
Balances with related parties transactions in the consolidated statement of financial 
position are as follows: 

  December 31,  
  2009  2008 

Due from Associates  10,157    -  
Due to Associates  167,675    1,103,059  
Accrued Board of Director Remuneration  50,000    50,000  

 
Transactions with related parties transactions in the consolidated statement of 
comprehensive income are as follows: 
 

  December 31,  
  2009  2008 

Short-Term Benefits  690,679    765,031  
End of Service Indemnity  42,439    41,894  
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28. Commitments Contingent Liabilities 
 
Commitments and contingent liabilities are represented by outstanding commitment 
resulting form outstanding letters of guarantee and unpaid portion of investment in 
certain companies' shares. 

  December 31,  
  2009  2008 

Letters of Guarantees  689,645    733,051  
Unpaid Shares' Premium  200,000    200,000  
  889,645    933,051  

29. Lawsuit 
 
This item is represented by the lawsuit brought against the Group on the normal 
course of its business. Based on the Group's legal advisor, the outcome resulting from 
these lawsuits will not have a material impact on the Group's financial position and 
results of operations.   
 
30. Fair Value of Financial Instruments 
 
Financial instruments comprise of the financial assets and financial liabilities. 
Financial assets consist of cash and cash equivalent, deposits at banks, trading 
investments, available-for-sale investments, held-to-maturity investments, insurance 
receivable and some of other assets and debit balances. Financial liabilities consist of 
insurance contracts liabilities and other payables. 
 
31. Insurance Risk and Financial Risk Management 
 
31-1 Development of General Insurance Claims (Company's Share) 
The management renews its estimation of the outstanding claims in professional 
manner, where it is noticeable that there were no material differences between 
estimated and actual expenses. The following table reflects the actual claims 
compared with estimates in previous years: 
   

2005 and 
before 

 2006 
 2007 

 2008  2009 
 Total Accident Year 

USD  USD USD  USD  USD  USD 
            
As of the Year End 29,001,655    3,201,176    3,161,853    2,230,706    3,048,022    40,643,412  
One Year Later 29,238,900    3,318,527    3,459,804    2,460,819    -    38,478,050  
Two Years Later 29,788,650    3,482,892    3,641,861    -    -    36,913,403  
Three Years Later 30,356,789    3,670,771    -    -    -    34,027,560  
Four Years Later 31,088,781    -    -    -    -    31,088,781  
Current Estimate of Cumulative 
Claims Incurred 31,088,781    3,670,771    3,641,861    2,460,819    3,048,022    43,910,254  

Payments )24,333,912(    )2,460,472(    )2,241,728(    )769,431(    -    )29,805,543(  
Total Net Liabilities per the 
Statement of Financial Position-
Note (10) 

6,754,869    1,210,299    1,400,133    1,691,388    3,048,022    14,104,711  
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31-2 Reinsurance Risk Management 
1. Each year the Company inters into agreement with international reinsurance 

companies classified in accordance with the requirements of the Department 
of Insurance Supervision in order to ensure the ability of theses companies to 
meet its obligations. 

2. The Company inters into two types of agreement: 
- The excess loss agreements for physical and material damage arising from 

motors accidents, labors, civil liability and negligence. 
- The proportional agreements for other insurance types. 
3. Reinsurance contracts issued do not relieve the Company from its obligation 

towards policyholders. 
 

31-2 Financial Risk 
 
- Interest Rate Risk 
The Company is exposed to interest rate risk resultant from its bank deposits and 
overdraft.  The Company is not exposed to overdraft risks. 
 
- Foreign Currency Risk 
The Company maintains a balanced status in currencies in each of assets and financial 
liabilities dominated in New Israeli Shekel and US Dollar, thus avoiding exposure to 
foreign exchange risk.  
 
- Credit Risk 
The financial assets that may expose the Company to credit risk is mainly in deposits 
with banks, trade receivable and others. The Company's bank balances are deposited 
in financial institutions with high creditworthy. 
As at the statement of financial position date, there are no credit risk relating to 
geographical concentration of the insurance receivables inside the Palestinian 
Territories. 
 
- Market Risk 
Market risk is presented by the fluctuations of the value of the financial instruments 
as a result of changes in market prices specific to individual security or its issuer or 
the market in general. The Company is exposed to market risk with respect to its 
investments in financial instruments held by it or through investment portfolio 
managers. 
 
- Capital Risk 
The Company's capital complies with the requirements of the Companies' Law, 
Insurance Law and regulating insurance procedures in Palestine. 
 
- Liquidity Risk 
Liquidity risk that the Company may impose to is limited because the counter-parties 
are highly creditworthy banks; also, the Company has a strong credit position, where 
all fixed deposits mature with in different periods not exceeding one year from the 
financial position date.  
The Company monitors its liquidity needs on a monthly basis, and the management 
ensure the availability of sufficient funds to meet any obligation as they arise.  
The table below summarizes the allocation of liabilities (not discounted) on the basis 
of the remaining contractual entitlement as of the financial statements date. 
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Subject to Liquidity Risk 

2006 
   December 31,  

Accident Year During 
One Year  More than 

One Year No Term  2009  2008 

          

Total Insurance Contracts Liabilities 11,802,648    12,863,726    -    24,666,374    23,038,221  
Insurance Provision and Other 
Payables 6,199,946    2,337,486    596,526    9,133,958    9,700,368  

 18,002,594    15,201,212    596,526    33,800,332    32,738,589  

 
32. Consolidated Financial Statements 
 
The consolidated financial statements for the year ended December 31, 2009 were 
issued after the approval obtained from the Board of Directors dated February 2, 2010 
and prior to the ordinary meeting of the General Assembly for the aforementioned 
year, therefore these financial statements will be presented to shareholders in their 
annual meeting for approval. 
 
33. Comparative Figures 
 
Certain balances have been reclassified to conform to the adopted classification in the 
current year. 
 




