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M. Capital Risk Management

33. CONTINGENT LIABILITIES

34. NOTE TO THE CASH FLOW STATEMENT 

The Group manages its capital to ensure the Group’s ability to continue 
as a going concern, while maximizing the return through the optimization 
of the liabilities and equity balance.

The Group manages the capital structure and makes the necessary revisions,
in light of changes in the economics of the business and the market conditions,
and the risk characteristics of operations and underlying assets.
The Group’s overall strategy remains unchanged from 2006.

The capital structure of the Group consists of liabilities, cash and cash 
equivalents and equity. Equity comprises issued capital, reserves, retained 
earnings, profit for the year and changes in fair value of available-for-sale 
securities.

The Group monitors the capital risk on the basis of the ratio of net liabilities 
to capital. The ratio as at December 31, 2007 and 2006 was as follows:

The Group is contingently liable as at December 31, 2007 and 2006 in
respect of guarantees aggregating LBP65billion and LBP83billion
respectively, issued in accordance with legal requirements as security to 
policies issued (all branches and life branch). The majority of these
guarantees are covered by pledged funds deposited by the Group with 
the banks issuing these guarantees.

The following non cash transactions relating to investing and financing 
activities were excluded from the cash flow statement of the general
insurance departments and the life division for 2007:

a. The increase in the change in fair value of available-for-sale securities
    of the general insurance departments of LBP2.2billion of which 
    LBP1.7billion related to an associate. 
b. The investment in an associate in the amount of LBP2.3billion transferred
    from the life division to the general insurance departments. 
c. The net carrying value of buildings amounting to LBP2.6billion transferred
    from life division to the general insurance departments.
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34. NOTE TO THE CASH FLOW STATEMENT 

The group participates in the Arab War Risk Insurance Syndicate (AWRIS), 
an insurance syndicate registered in Bahrain, specializing in War Risk
Insurance and composed of group of insurance companies that share 
profits proportionally in accordance with each company’s ceded premiums’ 
share to the total premiums of the syndicate.

The Group’s share of AWRIS distributed profits for 2007 amounted to 
USD120,729 and was recorded in 2007 as part of marine branch results.

The Group also participates in the accumulated “Syndicate” and “Contingency” 
reserves of “AWRIS”, noting that this participation in reserves is only due 
to the Group upon its withdrawal from the Syndicate or upon the liquidation 
of the Syndicate, after recalculating the value of participation at that 
date and based on certain contractual conditions. The value of the Group 
participation in the “Syndicate” and “Contingency” Reserves of AWRIS
was USD470,238 and USD1,048,585 respectively as at December 31, 2007 
(USD349,508 and USD778,466 respectively as at December 31, 2006).

In addition to above, the Group participates in other syndicates and insurance 
pools, the most important of which are:

- The Lebanese Insurance Pool of The Orange Card
- The Lebanese Insurance Pool of Engineering Risks
- Bankers Blanket Bond Pool

The profits of these participations are recorded in the related insurance 
branches.

Certain of the prior year figures have been reclassified to conform with 
the presentation in the current year as follows:

a. Reclassification of accrued interest receivable of LBP1.05billion from
    other assets to cash at banks (LBP524million) and to available for 
    sale securities (LBP534million).
b. Reclassification of LBP139million from property and equipment to 
    intangible assets.
c. Reclassification of LBP1.2billion from accrued expense and other
    credit balances to payables to insurance and reinsurance companies.

The financial statements were approved by the Board of Directors and 
authorized for issue on June 6, 2008.

d. The assets and investments revaluation surplus of LBP6.8billion 
    transferred from Life division to the general insurance departments.
e. Retained earnings in the amount of LBP9.6billion transferred from
    Life division to the general insurance departments.



88

ARABIA INSURANCE COMPANY s.a. l .




