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To: Jordan Securities Commission
Amman Stock Exchange
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Subject: Audited Financial Statements for the fiscal

year ended 31/12/2016
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Attached the Audited Financial Statements of

(Jordan emirates insurance company) for the

fiscal year ended 31/12/2016
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Kindly accept our high appreciation and
respect
Jordan emirates insurance company

Samer belal mohammad
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Phone: +962-6-581-6033 Samman & Co

Fax:+962-6-581-6657 Public Accountants and Business Advisors
www. bdo.com,jo P.0. Box 922564
info2bdo.com, jo Amman 11192, Jordan

256 King Abdutlah Il Str., Jandaweel

We have audited the financial statements of In our opinion the accompanying financial
(Jordan Emirates Insurance Company), which statements present fairly, in all material
comprise: respects, the financial position of the
Company as at 31 December 2016, and its
financial performance and its cash flows
for the year then ended in accordance

#  The statement of financial position as at 31
December 2016

8 The statement of income and Comprehensive with International Financial Reporting
income, statement of changes in equity, and Standards (IFRSS).
statement of cash flows for the year then
ended; and

B Notes to the financial statements, including a
summary of significant accounting policies.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Gur
responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the
Company in accordance with the International Ethics Standards Board for Accountants’ Code
of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our other ethical
responsibilities in accordance with this Code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Without qualifying our opinion, as in Note (23) the company accumulated losses as at the date
of the statement of financial position amounted to JD 2,209,271 which represents 55% of the
company’s subscribed capital.

As shown in Note (39}, the solvency margin has reached 44% at of 31 December 2016 and that
is below the percentage determined by the Insurance Commission which is 150%.

As shown in Note (7), financial assets through other comprehensive income were not
evaluated at fair value as at 31 December 2016.

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the financial statements of the current period. These matters
were addressed in the context of our audit of the financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on
these matters.

B0 Jerdan (Samman & Co), a Jordanian registered partrership, is a member of DO International Limited, a UK company {imTted by guarantee, and forms part of the
international BDG network of independent member firms
B {s the brand name for the BOO nebwork and for 2ach of the BDO Member Firms
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mpairment of trade and reinsurance receivables

Key Audit Matter

The trade and reinsurance receivables provision amounted to JD 2,070,611 as at 31 December
2016, the determination of the need for such a provision and estimating the needed figure
require an accounting estimate that depends on the professional judgement regarding timing
and the amount of the future cash flows for those receivables.

Related Disclosures
Refer to note [11] and [12] of the accompanying financial statements,

Audit Response

The audit procedures inctuded the understanding of the internal controls applied by the
company for the process of collecting, also we reviewed the ages of those receivables, related
lawsuits, correspondent inquires and subsequent collections if any. As a result, we evaluated
the sufficiency of this provision and the related disclosures.

Technical reserves

Key Audit Matter

» Reported claims reserve
The reported claims reserve amounted to JD 3,996,085 as at 31 December 2016, providing
this reserve depends highly on management estimates based on past experiences to face
this kind of claims by any insured or third party.

 Unreported claims reserve
The unreported claims reserve amounted to JD 1,777,428 as at 31 December 2016,
providing this reserve completely depends on an actuarial evaluation,

Related Disclosures
Refer to note [3] of the accompanying financial statements.

Audit Response

The audit procedures applied included an understanding of the nature of the technical
reserves and performting tests on internal controls so we can evaluate the estimates and
assumptions applied by the management and ensure the sufficiency and reasonableness of
such assumptions and estimates by testing a sample of the reserves and recalculate it, also
we referred to the loss adjuster report, the company’s lawyer report and the actuarial report.,

Management is responsible for the other information. The other information comprises the
information included in the annual report, but does not include the financial statements and
our auditor’s report thereon. we have not been provided of other information until the date
of our report,

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or our knowledge obtained in the audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

BG Jordan (Samman & €o), a Jordanian registered parinership, is a member of 800 International Limited, a UK company limited by guarantee, and forms part of the
internationat BDO natwork of independent member fitms
800 is the brand name for tha 800 netwark and for each of the BDO Member Firms
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Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRSs, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to
liquidate the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial
reporting process.

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that inciudes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional_judgment and maintain
professional skepticism throughout the audit. We also:

" |dentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive 1o those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

#  QObtain an understanding of internal control relevant to the audit 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 Company’s internal control.

B Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

8 Conclude on the appropriateness of management’s use of the ¢oing concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

% Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

0¥y Jerdan (Samman & €0), a Jerdanian registered parinership, is a member of BAC International Limited, a UX company Simited by guarantee, and forms part of the
international BOO netvork of independent member firms
BLO is the brand name for the 800 netwoerk and for each of the BOO Member Firms
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements
of the current period and are therefore the key audit matters. We describe these matters in
our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

The Company maintains proper accounting records, and the audited financial statements and
the financial information stated in the board of directors’ report are in agreement therewith,
we recommendthe gegeral assembly to approve them.

g ssombly o gp

{i{ig//;ims- FQRY \é_}‘; ";’1

ROG JorDAN)

i Samman
License No. 594

27 February 2017
Amman - Jordan

GO Jordan (Samman & €o), & Jerdanian registered partnership, is a member of BBO International Limited, a UX company limited by guarantee, and forms part of the
international BDO network of independent member firms
BOO is the brand name for the BDO network ang for each of the 860 Member Firms



Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of financial position
As at 31 December 2016

Notes 2016 2015
JD JD

ASSETS
Deposits at banks {5} 3,030,204 3,592,494
Financial assets at fair value through Profit or Loss (6} 12,663 12,663
Financial assets at fair value through other comprehensive income {N 486,235 486,235
investment property {8} 562,115 547,149
Total Investments 4,091,217 4,638,541
Cash on hand and at banks {9} 45,610 434,569
Cheques under collection {10) 1,277,299 1,333,359
Accounts receivable- net {11) 1,770,673 2,243,003
Reinsurance receivable- net (12) 639,968 760,490
Deferred tax assets (13} 642,911 642,911
Property and equipment - net {14} 139,207 186,678
Intangible assets - net {15) 9,453 29,126
Other assets (16) 1,054,444 545,251
TOTAL ASSETS 9,670,782 10,813,928
LIABSLITIES AND EQUITY
LIABILITIES
Unearned premiums provision - net 2,629,272 3,103,617
Qutstanding claims provision - net 2,220,970 1,859,504
Premiums deficiency provision - net - .
Total Insurance Contracks Liabilities 4,850,242 4,963,121
Due to banks 537,347 436,436
Accounts payable {17) 1,935,831 2,280,985
Reinsurance payable- net {18} 219,975 285,475
Other liabilities {19} 296,586 459,365
Support loans - 1,000,000
TOTAL LIABILITIES 7,839,981 9,425,382
OWNER'S EQUITY
Paid in capital {20} 4,000,000 5,000,000
Statutory reserve (21) 321,037 321,037
Fair value reserve {22) (280,965) (280,965)
Accumulated losses {23) (1,651,526} (3,651,526)
toss for the year (557,745) -
Net Equity - Company's Shareholders 1,830,801 1,388,546
TOTAL LIABILITIES AND NET OWNER'S EQUITY 9,670,782 10,813,928

The financial statements on pages [1] to [45] were approved and authorized for issue by the
Board of Directors on 27 February 2017 and were signed by:

General Manager Chairman




Jordan Emirates insurance Company
(Public Shareholding Company)
Amman - Jordan

statement of income

for the year ended 31 December 2016
Notes 2016 2015
Jb JD
Revenues
Gross written premiums 7,726,714 9,115,387
{Less): Reinsurance share (601,667) (1,147,035)
Net Written Premiums 7,125,107 7,968,352
Net change in unearned premiums provision 474,345 (328,291)
Net change in premiums deficiency provision - 49,720
Net earned Premiums 7,599,452 7,689,281
Commissions revenue 51,108 174,519
insurance policy issuing fees 405,201 698,679
Interest revenue (25) 77,571 157,578
Gain (loss) from financial assets and investrments (26) - 4,714
Total Revenues ‘ 8,133,332 . 8,674,771
Claims, Losses and EXpenses
Paid claims (8,203,587) (9,4?2;‘339)
(Less): Recoveries 1,764,295 1,848,829
Reinsurance share 573,271 829,565
Net Paid Claims (5,866,021) (6,794,545)
Net change in outstanding claims provision (361,466) (31,617)
Allocated employees’ €Xpenses (27} (659,207) (759,526}
Alocated general and administrative expenses (28) (502,596) {491,558)
Excess of loss premium (208,759) (425,339)
poficies acquisition costs (615,458) {619,402)
Other expenses related to underwritings (247,072) (183,603}
Net Claims (8,460,579) (9,305,590)
Unallocated employees’ eXpenses @n (164,802) (189,882)
Depreciation and amortization {15),(14) (94,054) (146,586)
Unallocated general and administrative expenses (28) {125,650) (122,890}
Impairment in accounts receivable and reinsurance receivable (12),(11} - (550,000)
Reverse of allowance for doubtfut accounts 150,000 -
Loss on sale of property, equipment (687)
Bad debts (19,741) -
Other revenues 29 24,436 69,466
Total Expenses (230,498) (939,892)
(Loss) for the year before tax (557,745) {1 ,570,711)
Income tax (13 - -
Loss for the year (557,745)  (1,570,711)
Rasic loss per share for the year (30) (0.106) (0.314)




Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of comprehensive income
for the year ended 31 December 2016

2016 2015
JD Jo
Loss for the year (557,745) (1,570,711)
Add: other comprehensive income for the year '
Fair value reserve
Total Comprehensive (Loss) income for the year (557,745) (1,570,711)
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Jordan Emirates Insurance Company
{Public Shareholding Company)
Amman - Jordan
Statement of cash flows
for the year ended 31 December 2016

Notes 2016 2015
Jb JD

Cash flows from operating activities:
Loss for the year {557,745) (1,570,711)
Adjustments ;
Pepreciation and amortization {15),{14) 94,004 146,586
{Loss) gain on sate of property, equipment and intangible assets 687 {5,400}
Loss on of financial assets at fair value through profit or loss {26} 3,143
Gain on sate of financial assets {26} {7,857
impairment in accounts receivable and reinsurance receivable . 550,000
Net change in outstanding claims provision 361,466 31,617
Net changes in premiums deficiency provision - (49,220
Net change in unearned premiums provision {474,345) 328,291
Cash fiows from operating before changes in working capital {575,883) {573,551)
Checks under collection 56,060 186,035
Accounts receivable & reinsurance receivable 592,852 24,096
Other assets {509,193) (97,815}
Accounts payable {345,154) (35,720}
Reinsurance payable {65,500 {332,041)
Other liabilities (162,779 (129,807)
Net cash flows used in operating activities {1,009,597) (958,803)
Cash flows from investing activities:
Depasits at banks 562,290 952,436
Purchasing of intangible assets (15) {23,750
Purchasing of property, equipment {14 {6,347) {17,544)
Purchasing of property investment {14,966} {9,000)
Proceeds from sale of property, equipment and intangible assets 2,500 9,3
Financial Assets at fair value through profit or less - 104,108
Net cash flows from investing activities 519,727 1,039,391
Cash flows from financing activities:
Due to banks 100,911
Net cash fiows from financing activities: 100,911
Net (decrease) increase in cash and cash equivalent {388,95%) 80,588
Cash and cash equivalents - beginning of the year 434,569 353,981
Cash and cash equivalents - end of the year {31 45,610 434,569
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Jordan Emirates insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
For the year ended 31 December 2016

1} General

The International timited insurance company was established in Amman-Jordan and
registered as public shareholding company in the Jordanian Ministry of Industry and Trade
under number 137 on 1 January 1980 as a result of merging the International insurance
company and the Iranian insurance company {Jordan authorized branch}, this merge of those
two companies tock effect on September 1989. After merging became effective the
International limited insurance company is considered the only representative for both of
the merged companies.

Through the past a lot of adjustments on capital have been made until the authorized and
paid in capital became 5 million JD/share.

The General Assembly decided in its extraordinary meeting that took place on 1 January
2008 to change the company’s name to Jordan Emirates Insurance Company.

The company’s address is Shmesani-Amman Jordan P.O Box 925383-11190.

The General Assembly decided in its extraordinary meeting that took place on 13 August
2015 to increase the company’s subscribed capital to 6 million JD/share.

The General Assembty decided in its extraordinary meeting that took place on 20 November
2016 to cut the accumulated losses of 2 million JD/share through subscribed capital
reduction to become 4 million JD/share, however all legal requirement for this matter have
been completed on 25 January 2017.

The Company is engaged in insurance business against accidents and fire, marine,
transportation, and vehicle insurance, and public liability, aviation and medical insurance
through its main branch located Shmesani-Amman and other branches at Marka-Amman,
Agaba and Salt.

The Company is 93.7% owned by Al Sagr National Insurance Company - Emirati Company.

The number of the Company’s employees is 61 as of 31 December 2016 (2015: 67).

The financial statements for the year 2016 were approved by the Board of Directors as well
as the General Assembly in its meeting on 27 February 2017,

2) Accounting policies

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 are presented in JOD, which is also the company’s functional
currency.

Amounts are rounded to the nearest JOD.

These financial statements have been prepared in accordance with International Financial
Reporting Standards, International Accounting Standards and Interpretations (collectively
IFRSs) as adopted by the Jordanian laws.

The preparation of financial statements in compliance with adopted IFRS requires the use of
certain critical accounting estimates. It also requires Company management to exercise
judgment in applying the Company's accounting policies. The areas where significant
judgments and estimates have been made in preparing the financial statements and their
effect are disclosed in note 3.



Jordan Emirates Insurance Company
(Public Shareholding Company}
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

Basis of measurement

The financial statements have been prepared on a historical cost basis, except
for the following items:

Financial instruments - fair value through profit or loss
Financial instruments - fair value through other comprehensive income {refer to individual
accounting policy for details).

3) Changes in accounting policies .

a) New standards, interpretations and amendments effective from 1 January 2016

The following new standards, amendments and interpretations are effective for the first
time in these financial statements. However, none have a material -effect on the
company.

(i) Amendments
« Amendments for applying the Consolidation Exception - Amendments to IFRS 10
Consolidated Financial Statements, IFRS 12 Disclosure of Interests in Other Entities
and 1AS 28 Investments in Associates and Joint ventures. }

» IFRS 11 Joint Arrangements

« IFRS 14 Regulatory Deferral Accounts

+ IAS 1 Presentation of Financial Statements
o |AS 16 Property, Plant and Equipment

« |AS 38 Intangible Assets

«|AS 41 Agriculture

o |AS 27 Separate Financial Statements

(i) Annual Improvements to IFRSs (2012 - 2014 Cycle)

« IFRS 5 Non-current Assets Held for Sale and Discontinued Operations
« IFRS 7 Financial instruments: Disclosures

¢ IAS 19 Employee benefits

¢ |AS 34 interim Financial Statements

b) New standards, interpretations and amendments not yet effective

The new standards, interpretations and amendments, which are effective for periods
beginning after 1 January 2016 and which have not been adopted early, are not
expected to have a material effect on the Company's future financial statements.

Accounting policies
A. Financial assets at fair value through income

Financial assets at fair value through the profit or loss represent investment in equity
instruments and debt instrument for the purpose of trading, and the purpose of holds it is
to make gains fluctuation in the short term market prices or trading profit margin.

Financial assets through profit or loss are recorded at fair value upon purchase (the
acquisition cost is recorded in the statement of income upon purchase) and re-evaluated
at the financial statements date at fair value, the subsequent changes in fair value is
recorded in the statement of income during the same period that change occurs including
changes in fair value resulted from non- cash transfation differences in foreign currency.
In case of sale of those financial assets, gain or losses are recorded at statement of
income.

All realized profit and dividend recorded at statement of income.

10



Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

B. Financial assets at fair value through comprehensive income

Financial assets at fair value through comprehensive income represent strategic
investments in equity instruments to be kept for long-term and not for trading purposes.

Financial assets through other comprehensive income are recorded at fair value plus any
acquisition cost upon purchase and re-evaluated at fair value in the future, the
subsequent changes in fair value is recorded in the statement of other comprehensive
income and included in the changes in equity including changes in fair value resulted
from non- cash translation differences in foreign currency. In case of sale of those
financial assets, gain or losses are recorded at statement of other comprehensive income
and included in the statement of changes in equity. Moreover, any equity instrument
reserve was taken will be transferred to the accumulated losses and earnings, not in the
comprehensive income statement.

Financial assets at fair value through comprehensive income are not subject to
impairment tests.

_ All realized dividends are recorded at statement of income whenever its announced by
the General Assembly of Shareholders.

( C. Business Sector

The business sector represents a set of assets and operations that jcintly provide
products and service subject to risks and returns different from those of other business
sectors.

The geographic sector relates to providing products and services in a defined economic
environment subject to risks and returns different from those of other economic
environments.

D. Date of Recognition

Purchases and sales of financial assets are recognized on the trade date (that being the
date at which the sale or purchase takes place).

E. Fair Value

For investments (buying financial assets or selling financial tiabilities) the closing price
as the date of the financial report in an active market is determined by fair value in
reference to quoted market prices.

In case of unavailability of quoted closing price or no active market for some of the
financial assets, the fair value would be estimated by one of the following methods:

- Comparison with the current market vatue of a highly similar financial instrument.

- The expected cash flows discounted at current rates applicable for items with similar
terms and risk characteristics.

- Option pricing models.

The objective of the valuation method is to show a fair value that reflects market
expectations with taking into account market factors and any risks or expected benefits
upon valuation, where the fair value of an investment cannot be reliably measured, it is
stated at cost less any impairments were taken.

1



Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

F.

x

impairments in Financial Assets Value

The company reviews financial assets’ amounts at the date of financial position
statement to determine whether there is an objective evidence that a specific financiat
asset either individually or coliectively may be impaired. If such evidence exists, the
recoverable value is estimated in order to determine impairment loss.

. Investment property

Investment property is recorded at cost less accumulated depreciation with the exception
of land, all those investments are depreciated over their useful life at 2% to 3%. Any
impairment will be recorded at the statement of income as well as any revenues or
operational expenses for those investments,

investment property is revaluated in accordance with Insurance Commission regutations
and disclosed at fair value in the financiat reports.

Cash and Cash equivalents

Cash and cash equivalents inctudes cash in hand, cash balances with banks and deposits
held at call with banks with original maturities that don’t exceed three months less bank
overdrafts and restricted funds.

Reinsurance Accounts

Reinsurers shares of insurance premiums, paid claims, technical provisions, and all other
rights and obligations resulting are calculated based on signed contracts between the
Company and reinsures and accounted for based on accrual basis,

. Impairment in Reinsurance Assets

In case there is any indication as to the impairment of the reinsurance assets of the
Company, which possesses the reinsured contract, the Company has to reduce the
present value of the contracts and record the impairment in the statement of income,
The impairment is recognized in the following cases only:

There is an objective evidence resulting from an event that took place after the
recording of the reinsurance assets confirming the Company’s inability to recover all the
amounts under the contracts terms.

The event has a reliably and clearly measurable effect on the amounts that the Company
will recover from reinsures.

. Insurance policies issuance cost

insurance policies issuance cost represents costs paid by the company in relation to the
issuance and renewal of insurance contracts, these costs are recorded in the statement
of income.

. Property and eguipment

Property and equipment are stated at cost less accumulated depreciation and
accumulated impairment losses. Property and equipment with the exception of lands are
depreciated when its ready for use. Depreciation is computed on a straight-line basis over
the expected useful life using the following depreciation rates, and the depreciation
expense is recorded in the statement of income.

12



Jordan Emirates insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

Assets Depreciation%
Vehicles 15
Equipment and Furniture 9-25
Building 2

Depreciation on assets does not commence until they are complete and avaitable for use.

Assets are written down to their recoverable amount, being the higher of their fair value
less costs to sell and their value in use. The impairment loss is recorded in the statement
of income,

The useful life of property and equipment are reviewed at each year-end, in case of
differences found, the effect of such difference would be recorded at a subsequent
period as it's considered a change of estimate.

Any gain or loss arising on derecognition of the asset (calculated as the difference
between the net disposal proceeds and the carrying amount of the assets) is included in
profit or loss in the period in which the asset is derecognized.

items of property and equipment are derecognized upon disposal or when the items are
permanently withdrawn from use and no future economic benefits are expected from the
disposal

M. Intangible assets

- Intangible assets acquired through business combinations are recorded at their fair
value on that date. Other intangible assets are measured on initial recognition at cost.

- Intangible assets are categorized based on useful life where it can be limited or
indefinite, intangible assets with limited lives are amortized over the useful economic
lives, while intangible assets with indefinite useful lives are assessed for impairment at
each reporting date or when there is an indication that the intangible asset may be
impaired,

- Internally generated intangible assets are not capitalized and are expensed in the
statement of income at the current year.

- Indications of impairment of intangible assets are reviewed for and their useful
economic lives are reassessed at each reporting date. Adjustments are reflected in the
subseguent periods.

- Intangible assets include computer software and software licenses and initially
recognized at cost. These intangible assets are amortized on a straight line basis at 50%
amortization rate.

N. Provisions

Provisions are recognized when the Company has an obligation at the date of the
financial position statement as a result of past events, and the cost to settle the
obligation are both probable and measured reliably.

The amount recognized as a provision is the best estimate of the consideration required
to settle the preset obligation at the financial statements date, taking into account the
risks and uncertainties surrounding the obligation,

Where a provision is measured using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of these cash flow,

When it is expected to recover some or all amounts due from other parties, the due
amount will be recognized within the assets if the value can be measured reliably and
most likely will be received.

13



Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

0.

T

Q.

Technical Reserves

Technical reserves are provided for in accordance to the Insurance Commission’s
instructions, as follows:

1. Unearned premiums reserve is measured for general insurance business based on
remaining days of the insurance policy’s expiration after year end date, considering a
period of 365 days except marine and transport insurance which is calculated based on
written premiums for existing policies at the date of the financial statements in
accordance with Laws, regulations and instructions issued pursuant there to.

2. Outstanding claims (Reported) provision is measured at the maximum value of the
total expected loss for each claim separately.

3, Provision for the ultimate cost of claims incurred but not yet reported (IBNR) and is
measured based on the estimates and the experience of the Company to face any
obligation that would occur before the end of the year and would not be reported.

4. Premiums deficiency provision is calculated based on the company past experience
and its estimates,

Receivables Impairment

The receivables impairment is provided when there is objective evidence that the
Company will not be able to collect all or part of the due amounts, and this allowance is
calculated based on the difference between book value and recoverable amount. The
allowance is measured based on basses and assumptions approved by the Board of
Directors according to receivables ages as the date of the financial statements.

Liability adequacy test

As the date of the financial position statement, the Company assesses whether its
recognized insurance liabilities are adequate by calculating the present value of future
cash flows under its insurance contracts. If assessment shows that the carrying amount of
its insurance ltiabilities (deferred poticy acquisition costs and related intangible assets) is
inadequate in the light of estimated future cash flows, the deficiency is immediately
recognized in the statement of income.

. Income Tax

income tax represents current and deferred income tax.
1. Accrued Income Tax

The accrued income tax expense is calculated based on taxable income. The taxable
income differs from the actual income in the statement of income because the
accounting income contains expenditures and revenues that are not tax deductible in
the current year but in the preceding years or the accepted accumulated losses or any
other nondeductible for tax purposes.

The taxes are calculated based on enacted tax percentages which are stated by laws
and regutation in the Hashemite Kingdom of Jordan.

14



Jordan Emirates Insurance Company
(Public ghareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 pDecember 2016 (Continued)

2. peferred Tax

Deierlzx ==

peferred taxes are taxes expected to be paid of recovered as @ resutt of ternporary
differences between the time value of the assets Of ljabilities 0 the financial
statements and the vatue that is catlcutated on the basis of taxable profit. peferred tax
is provided using the tiability method and calculated according to tax percentages that
expected to be applied upon reconciiiation or when it's earned

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced t0 the extent that is noO longev probabie that those deferred tax assets would
be partly of comptetely utitized or to cover the tax liability or reverse it.

5. Offsetting
Financial assets and financiat liabilities are offsetted and the net amount 1s reported in
the statement of financial position onty when there is @ legally enforceabie right to set
off the recognized amounts and the company intends to either settleon @ net basis, o {0
realize the asset and settle the tiability simultaneously.

T. Revenue recognition

4. Insurance goiicies

insurance premiums are recorded as revenues (earned premiums) pased on the accrual
periods and poticy covering period. Unearned premiums are recorded according 10
jnsurance policy periods at the date of financial position in the Liabitities section.

Claims expenses are recognized in the statement of income based on the expected
claim value to compensate insureds oF other parties.

2. Dividend and jnterest revenue

The Dividends revenues are realized when the charehotder has the right t0 receive the
payment once declared by the General Assembty of shareholders.

interest revenues arc recorded using the _accruai basts pased on the accrual periods,
principie amount and interest rate.

3, Rent revenues

Rent reve"===

Rent revenues from investment property that hold operating eases are recognized
according 10 straight tine method and based on eases terms and accrual basis.

Al commissions and other costs related t0 the new jpsurance contracts oF renewed are

recorded in ihe statement of income during the period 1t oceurred 10, all other
expenditures are recognized using the accrual basis.

V. Insurance compensations

insurance compensations represent paid claims during the year and change in outstandin
claims reserve. insurance compensations inctude atl payments during the year even f¢
the current of prior years. Outstanding claims represent the highest estimated amount
settle the claims resulting from events occurring pefore the date of financial statemen
but not settted yet. Outstanding claim reserve is recorded pased on the pest availab
information at the date of financial statements and inctudes the 1BNR

W.Recoverabie scraped value

Recoverabte scraped value is considered when recording the outstanding claim amount
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Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

X. General and administrative expenses

General and administrative expenses are distributed to each insurance division
separately. Moreover, 80% of the non-distributable general and administrative expenses is
allocated to different insurance departments based on the ratio of written premiums of
the department to total premiums,

=<

Employee’s expenses

The employees’ expenses are allocated directly to insurance department separately, and
80% of un-allocated employee’s expenses are allocated based on earned premiums per
department to total premiums.

Z. Foreign currencies

Transactions in foreign currencies are recorded at the rates of exchange prevailing at the
transactions dates. Monetary assets and liabilities in foreign currencies are translated at
rates of exchange prevailing at the statement of financial position date as issued by
Central Bank of Jordan.

Non-monetary assets and liabilities in foreign currencies at fair value are translated at
the date of measuring their fair value.

Any gains or losses are taken to the statement of income,
Translation gains or losses on non-monetary items are recorded as part of change in fair
value.

4) Critical accounting estimates and judgments

The preparation of the financial statements and applying accounting policies requires
management to make estimates and judgments that affect the reported amounts of
financial assets and liabilities and disclosure of contingent liabilities. These estimates and
assumptions also affect the revenues, expenses, the resultant provisions and the changes
in fair value in comprehensive income and equity. In particular, considerable judgment
by management is required in the estimation of the amount and timing of future cash
flows when determining the level of provisions required. Such estimates are necessarily
based on assumptions about several factors involving varying degrees of judgment and
uncertainty and actuat results may differ resulting in future changes in such provisions.

The details of significant estimates made by management as follows:

« A provision of doubtful debt is estimated by the management based on their principles
and assumptions according to International Financial Reporting Standards.

o The financial year is charged with its related income tax in accordance with regulations
and International Financial Reporting Standards.

» The management periodically reviews tangible and intangible assets useful life in order
to calculate the depreciation and amortization amount depending on the status of these
assets and future benefit. The impairment loss (if any) appears on the statement of
income.

« The outstanding claim reserve and technical reserve are estimated based on technical
studies and according to insurance commission regulation and filed actuarial studies.

o A provision on lawsuit against the Company is made based on the Company’s tawyers’
studies in which contingent risk is determined, review of such study is performed
periodically.
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e The management periodically reviews whether a financial asset or group of financial
assets is impaired, if so this impairment is taken to the statement of income.

¢ The management estimates recoverable amounts from other insurance companies that
is related to cars accidents based on management study and according to the
information and documents available,

o Fair value measurement: the hierarchy of the fair value has been identified and
disclosed which categories and separates alt fair value measurements according to the
identified levels in international Financial Reporting Standards. The difference between
level 2 and level 3 represents a valuation whether information or inputs are observable
and the extent of the importance of unobservable inputs which require to set policies
and detailed analysis for used inputs to measure fair value with taking into account all
factors that are related to an asset or liability.

5) Deposits at Banks

2016 2015
Deposits
Deposits matured more Deposits
matured than one matured after
during one month to three more than
month months three months Total Total
JD Jb JD Jb JD
Inside Jordan 1,056,940 - 1,973,264 3,030,204 3,592,494
1,056,940 - 1,973,264 3,030,204 3,592,494

- Interest rate for deposits at banks in Jordan Dinar ranges from 3.75% to 5% (2015: 3.75%
to 5%).

- Deposits pledged to the favor of the General Manager of the Insurance Regulatory
Commission deposited in Jordan Commercial Bank amounted to JD 225,000 as at 31
December 2016 (2015: 212,711).

- Restricted balances at Jordan Commercial Bank amounted to JD 100,000 against bank
facilities as at 31 December 2016 (2015: JD 100,000},

- Restricted balances at Cairo Amman Bank amounted to JD 1,050,000 against facilities and
guarantees as at 31 December 2016 (2015: JD 1,050,000}.

Below is the distribution of the Company’s deposits on banks:

2016 2015
JD JD
Cairo Amman Bank 1,056,940 1,054,307
Blom Bank 1,000,000
Jordan Commercial Bank 973,264 2,538,187
Total 3,030,204 3,592,494
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6) Financial Assets at Fair Value Through Income

2016 2015

JD JD
Shares Listed On Amman Stock Exchange 12,663 12,663

12,663 12,663

7) Financial assets at fair value through other comprehensive income
Number Of
Share 2016 2015

Jo Jb
Inside Jordan
Financial Assets Uniisted
Agaba Company for eduactaion * 500,000 475,955 475,955
Total Unlisted Financial Assets 475,955 475,955
Outside Of Jordan
Unlisted Investments Funds
HSBC Fund 4,902 8,765 8,765
Total Unlisted Investments Funds 8,765 8,765
Listed Shares:
Al-Mashreg Insurance Ca, 4,444 1,515 1,515
Total Financial Assets outside of Jordan 1,515 1,515
Total Financtal Assets At Fair Value Through Comprehnsive income 486,235 486,235

* The price used in evaluation has been calculated by dividing net equity for Agaba
company for education on number of shares based on last audited financial statements
dated 31 December 2013 as its considered the best tool available to measure the fair

value.

8) Investment property

2016 2015
JD JD
Balance as 1 January 547,149 538149
Additions 14,966 9,000
562,115 547,149

According to an approval from the Board of Directors decision that resulted from an
ordinary meeting held on 5 November 2014 to transfer projects under construction account
which represents a Villa within Alundalusyah project in Madaba to investment property.
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9) Cash on hand and cash at banks

2016 2015
Jb Jp
Cash On Hand 34,728 360,427
Cash At Banks 10,882 74,142
45,610 434,569
10) Cheques Under Collection
2016 2015
JD 4D
Cheques under collection due within six month 1,148,908 1,238,534
h liecti ithi
¢ equ?s under collection due within more 28391 94,825
than six months up ko one year
1,277,299 1,333,359
11) Accounts receivable - Net
2016 2015
JD Jb
Policy holders 1,443,204 1,701,723
Agents receivables 175,286 384,465
Brokers receivables 1,820,784 1,833,505
Employees receivabtes 43,942 43,539
QOther 23,715 166,029
3,506,931 4,129,261
Less: Provision for doubtful debts wirtten off (1,736,258) {1,886,258)
1,770,673 2,243,003
Movements in the provision for doubtful debts as the following:
2016 2015
JD JD
Balance at the beginning of the year 1,886,258 1,486,258
Reversal of Provision {150,000) -
impairment loss for the year 400,000
Balance at year end 1,736,258 1,886,258
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The ageing analysis of these unimpaired reinsurance receivables is as follows:

Less Than 90 Days
from 90 -180 Pays
From 181-270 Days
From 271-360 Days
More Than 360 Days

2016 2015
i) Jb
155,805 125,710
191,857 88,280
72,874 25,929
18,870 9,737
534,915 645,187
974,321 1,094,843

The management has decided not to take any provision for receivables older than 360 days
as there are transactions still going on with those companies.

13) Income Tax

A, Income tax provision

« No tax provision was taken for the year ended 31 December 2016 as the company has
incurred accumulated losses acceptable by the tax department. According to the
management and its tax consultant there will be no tax liability on the company for

the year ended 31 December 2016.

«Final settiement took place between the Company and Income and Sales Tax

Department until the end of year 2014.

B. Deferred tax assets

December 31
Amounts 2016 015
Baginning Ending Deferred  Deferred

Balance  Releassd  Addiion  Balance Tax Tax

D N I J )] D
Provision for doubtfut debt and reinsurance Receivables 1,520,611 1520611 B4M 47
Provision for incurred but not reported claim - et 996,500 996900 1395 239,056
Acceptable tax losses from previous years 161,283 161,283 3,708 38,708
1,678,794 2678794 642,911 642,911

» According to the income tax law which is still effective for the year of 2016 a tax rate
of 24% used to calculate the income tax and deferred tax.

Movements in deferred tax assets is as follows:

Beginning balance
Additions
Released

Balance as at 31st December
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JD Jp
642,911 642,911

642,911 642,911




Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 {Continued)

14} Property and Equipment - Net

Equipment,
tools and
Building furniture VYehicles Total
31 December 2016 JD Jb Jb JD
Cost
Batance at 1 Jan 2016 88,750 640,641 101,282 £30,673
Additions - 6,347 . 6,347
Pisposals . . {5,000 {5,000)
Batance at 31 December 2016 88,750 646,988 96,282 832,020
Accumulated depreciation
Balance at 1 Jan 2016 10,057 562,610 71,328 643,995
Additions 1,774 34,353 14,504 50,631
Disposals . . {1,813) {1,813)
Balance at 31 December 2016 11,831 596,963 84,019 692,813
Net book value at 31 December 2016 76,919 50,025 12,263 139,207
31 becember 2015
Cost
Balance at t Jan 2015 88,750 623,097 104,282 813,129
Additions . 17,544 . 17,544
Balance at 31 December 2015 §8,750 640,641 101,282 830,673
Accumulated depreciation
Balance at 1 Jan 2015 8,283 506,324 56,136 570,743
Additiens 1,774 56,286 15,192 73,252
Balance at 31 December 2015 10,057 562,610 71,328 643,995
Net book value at 31 December 2615 78,693 78,031 29,954 186,678

Property and equipment include fully depreciated items amounting to 459,014 JD as at 31

December 2016 (2015: 373,240).
15) Intangible Assets

Programs and Information systems

2016 2015
JD JD
Balance at the beginning of the year 29,126 106,451
Additions 23,750 -
Disposals - {3,991)
Amortization {43,423) {73,334)
9,453 29,126
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16) Other Assets

Others
Refundable deposits
Prepaid expenses

17) Accounts Payable

Medicat network

Garages payable

Brokers payable

Others payable

Agents payable

Members of the board of directors payable
Employees payables

18) Reinsurers Payable

Local insurance companies
Foreign reinsurance companies

19) Other Liabilities

Uncashed checks

Other Deposit

Canceled checks Deposit
Sates tax withholdings
Stamps withholdings
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2016 2015
D JD
601,103 120,370
381,012 406,593
72,329 18,288
1,054,444 545,251
2016 2015
JD JD
987,805 1,428,938
294,905 262,033
222,164 226,022
203,400 126,642
179,357 196,480
41,525 21,657
6,675 19,213
1,935,831 2,280,985
2016 2015
JD Jp
113,044 52,554
106,931 232,921
219,975 285,475
2016 2015
i) i)
112,950 45,495
87,589 132,031
65,050 175,170
25,867 106,669
5,130
296,586 459,365
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20) Paid in Capital
Subscribed and paid in capital amounted to JD 4 million divided into 4 million JD/shares
the par value of each is JD 1 as of 31 December 2016 (5 million JD/shares of JD 1 each as
of 31 December 2015).

According to the General Assembly’s resolution in its extraordinary meeting held on 13
August 2015 decided to increase the Company’s capital by JD 1 million, so that paid up
capital would become 6 million share /JD.

The General Assembly decided in its extraordinary meeting that held on 20 November 2016
to cut the accumutated tosses of 2 million JD/share through authorized capital reduction to
become 4 million JD/share, however all legal requirement for this matter have been
completed on 25 January 2017,

21) Statutory reserve

This amount represents appropriations at 10% of net income before income tax during this
year and prior years, This reserve is not avaitable for distribution to shareholders

22) Fair Value Reserve

2016 2015
JD JD
Balance at the beginning of the year (280,965) {280,965)
Net change during the year - -
Balance at the end of the year (280,965) (280,965)
23) Accumulated loses
2016 2015
Jb JD
Balance at the beginning of the year (3,651,526) (2,080,815)
Amortized part of losses 2,000,000 -
Deducted reserves - -
Losses for the year (557,745) (1,576,711)
Ending balance of the year (2,209,271) {3,651,526)

The accumulated losses as at the date of the financial position statement amounted to JD
2,209,271 which represents %55 of the company’s capital.

The General Assembly decided in its extraordinary meeting that held on 20 November
2016 to cut the accumulated losses of 2 million JD/share through authorized capital
reduction.
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24) Future plan

The company’s future plan aims to sell Aqaba Company for education shares and
Alundalusyah Vilta investment property to strengthen the company’s solvency which would
altso increase total deposits of one million Jordan Dinars.

25) Interest revenue

2016 2015
JD JD
Bank interest earned on deposits with bank 77,571 157,578
77,571 157,578
26) Net Gain (Loss) From Financial Assets and Investments
2016 2015

JD JD
Gain on sate of shares - 7,857
Net change in fair value of financial assets at fair 3143
value through profit or loss B,143)
4,714

Transferred to underwrite accounts
Transferred to statement of income - 4,714
27) Employee Expenses
2016 2015
JD JD

Salaries and bonuses 710,644 832,931
Social security contribution 72,907 77,832
Insurance 22,285 24,953
Travet and transportation 17,982 12,177
Training 191 1,515
Total 824,009 949,408
Allocated employee expenses to the underwriting account* 659,207 759,526
Unallocated employee expense to the underwriting account 164,802 189,882
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* Distribution

2016 2015
Jb Jb

vehicles 598,187 648,946

Marine and transfer 2,920 18,818

Fire and other property 17,482 29,151

Medical expenses 34,261 53,096

Others 6,357 9,515

Total 659,207 759,526

28) General and Administrative Expenses
2016 2015
JD JD

Court fees 122,803 109,751
Rent expense 118,916 127,548
Professional fees 65,135 63,787
Board members transportation fees 44,923 69,252
Computer expense 41,197 11,836
Water, electricity and heating 34,270 36,313
Capital increase expense 25,668 2,500
Bank interest 22,861 20,062
Collection expense 20,091 12,219
Vehicles expenses 19,650 43,466
Government fees and other fees 18,335 27,625
Maintenance expense 15,888 6,327
Stationery and printing 14,910 11,884
Advertisements 14,000 5,519
Cleaning expense 13,191 11,514
Postage and telecommunications 8,516 9,576
Non-deductible sales tax expense 7,227 4,413
Hospitality 5,433 9,011
Others 4,749 5,217
Tenders expenses 3,041 8,944
Board members committee fees 2,547 4,523
insurance expenses 2,389 2,302
Legal fees and expenses 1,993 10,223
Stamps expenses 513 633
Total 628,246 614,448
Atlocated general & administrative expenses to the
underwriting accounts” 502,596 491,558
Unatlocated general and administrative expense to the
underwriting account 125,650 122,890
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* Distribution

Vehicles

Marine and transfer
Fire and other property
medicat

others

Total

29) Cther revenues

Other revenues from written premiums
Other
Proceeds from law suits

30) Basic Earnings Per Share

Loss for the year
Weighted average number of shares

Basic earnings per share from the year’s loss

31) Cash and Cash Equivalents

Cash on hands and at banks

Less: restricted deposits to the insurance commission within three months
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2016 2015
JD JD
456,074 491,476
2,226 14,252
13,328 22,078
26,122 40,212
4,846 7,206
502,596 575,224
2016 2015
JD JD
20,135 51,592
4,280 17,312
21 562
24,436 69,466
2016 2015
JD JD
(557,745) (1,570,711)
5,286,475 5,000,000
(0.106) (0.314)
2016 2015
D b
45,610 434,569
45,610 434,569
45,610 434,569
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32) Related Party Transactions

During the year, the Company entered into transactions with the parent company, sisters
company, major shareholders, board of directors and top management members in the
Company within the normal activities of the company using insurance prices and
commercial commission as at 31 December 2016 and 31 December 2015.

2016 2015
Board of
Mother company Directors Total Total
JD JD JD JD
Statement of Financial Position ltems:
Accounts receivable 23,807 - 23,807 38,239
Claims and credit balances 30,218 41,525 71,743 46,780
Statement of Income Items :
Written premiums - . - 22,904
Claims . . - 208
Top Executive management (salaries, bonuses, and other benefits) are as follows:
2016 2015
JD JD
Salaries and bonuses 176,590 260,733
Travel expenses for members of the Board of Directors 49,740 69,252
226,330 329,985

33) Risk Management

First: Explanatory Disclosures:

- Material risks such as natural catastrophes, fires, accidents, and other external risks not
relating to the Company’s operations.

- Legal risks resulting from legal claims or any risks arising from the laws and regulations
issued by the Insurance Commission and the related non-compliance

- Risks arising from financial matters such as interest rate, insurance risk, foreign
currencies risks, and market risk.

- Intangible risks that are difficult to identify such as knowledge risk that occurs upon the
application of inadequate knowledge by employees. Moreover, relationships risks occur
when there is inefficient cooperation with clients. All of these risks reduce the
employee’s productivity in knowledge and lessen the effectiveness of expenditures,
profit, service, quality, reputation, and the quality of gains.

Management of risks adopted by the Company relies on prioritizing so that risks with huge
losses and high probability are treated first while risks with lower losses and lesser
probability are treated later on.
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Risk Management Policy

First: Planning and Preparation

The work scope plan and criteria for adopting and evaluating risks at the Company have
been set through creating the Institutional Development and Quality Department that
monitors this performance.

Second: Identification of Risks

Risks represent events that create problems upon their occurrence. Therefore, these
problems should be identified from the source. When the problem or its source is
identified, the related accident may lead to new risks that can be treated prior to their
occurrence. There are many ways to identify risks such as identification based on
objectives as each of the Company’s sections has certain objectives it endeavors to
achieve. Any event that threatens the achievement of these objectives is considered a
risk. Based on this, risks are studied and pursued. Moreover, there is a type of risk
identification based on a comprehensive classification of all probable sources of risk. Still
another type of risk identification is common risks especiatly for similar companies.

Third: Risk Treatment Method
The Company deals with probable risks by means of the foltowing methods:

o Transfer: This represents the process of transferring the risk to another party through
contracts or financial protection.

« Avoidance: This is an active process to ward off risk through avoiding works that lead to
risks. Avoidance is the best preventive method against risk, This may deprive the
Company from conducting certain profitable activities for the Company.

¢ Reduction: This is the process of decreasing the loss arising from the eccurrence of risk.

« Acceptance: There should be a policy to accept unavoidable risks as acceptance of small
risks is an effective strategy.

Fourth: Plan

An easy and clear plan has been set to deal with risks through a pricing policy that relies
on historical statistics to avoid the occurrence of risks from any insurance branch so that
the premium covers the probable cumulative risks.

Fifth: Execution

The Company’s technical departments are executing the plan so that the risk effects are
mitigated. Moreover, all avoidable risks are avoided.

Sixth: Plan Review and Evaluation

The Risks Department follows up on the Company’s development and constantly and
continuously develops and upgrades the plan in effect.

Risk Management Arrangements
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Determinants

Top priority is given to the Risks Department. This affects the Company's productivity and
profitability. Moreover, the Risks Department distinguishes between actual risk and doubt.
Priorities are given to risks with huge losses and high probability so as to avoid them,

Risks Management Responsibilities

¢ Upgrading the risk data base constantly and continuously.
« Predicting any probable risk.
o Cooperating with executive management to treat risks and mitigate riskiness.

e Preparing plans and risk reports continuously, in order to avoid the probable risk or
reduce the probability of its occurrence,

Risk Treatment Strategy

« Determining the Company’s objectives.

s Clarifying strategies for the Company’s objectives,
« Distinguishing risk.

» Assessing risk.

» identifying methods to avoid and treat risk,

Second: Quantitative Disclosures:

a. Insurance Risk
1. Insurance Risk

Risks of any insurance policy represent the probability of occurrence of the insured
accident and the uncertainty of the related claim amount due to the nature of the
insurance policy whereby the risks are volatile and unexpected in connection with
insurance policies of a certain insurance class. As regards the application of the
probability theory on pricing and the reserve, the primary risks facing the Company
are that incurred claims and the related payments may exceed the book value of the
insurance obligations. This may happen if the probability and risk of claims are
greater than expected. As insurance accidents are unstable and vary from one year
to another, estimates may differ from the related statistics.

Studies have shown that the more similar the insurance policies are, the nearer the
expectations are to the actual loss. Moreover, diversifying the types of insurance
risks covered decreases the probability of the overall insurance loss.

The Company practices alt types of insurance except for life insurance through its
main branch located in Shmesani in Amman and its branches in Marka, Agaba and
Irbid.

Through its personnel consisting of professionals and administrative staff, the
Company provides the best service to its clients. Moreover, a plan has been set to
protect it against probable risks whether natural or unnatural. This requires that the
necessary provisions as well as the necessary technical equipment £o be available to
maintain the Company’s continuity and viabiltity, Hence, the necessity to set the risk
management strategy.

30



Jordan Emirates Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the financial statements
for the year ended 31 December 2016 (Continued)

Steps in Determining Assumptions

These steps rely on the internal data derived from the quarterty claims reports and the
sorting of the executed insurance policies as of the statement of financial position date to
identify the outstanding insurance policies. The effective results for the year’s accidents
are selected for each type of insurance based on the evaluation of the most appropriate
mechanism for observing the historical development.

34} Claims Development

The schedules below show the actual claims (based on management’s estimates at year-
end) compared to the expectations for the past four years based on the year in which
accidents occurred as follows:

Marine
The acidentyer 09 andbefore 2013 014 015 016 Total

B D D k) H »
it treerdof e yerr 1,003,434 81 131,61 15,305 148 1,312,300
Mierove ez 101779 11,44 o 136,83 . 1,288,107
Htertoyean 937,069 10,544 o . . 1,075,682
e theee yeers 526,11 1644 . - . B840
Mrer fowr years 14N . . . . 837408
Presenk expectaion forthe accurulated cains 53140 144 i 136,85 143 815,426
Keouiested clins (3%0,268) {11,644) man {126,835) .45 {558, 265)
Lighitys i the watement o fancial postion Qutstendivg claims 147,164 . 10,000 10,000 : 257,164
Surghs 4efic] nthe preliminary estimate or resenve 46,009 030 10,892 {1,000 ' 496,374
Motors
The aeideni yaar Wilendbefore 20 014 5 We Total

i i i ) B i
Atthe end of heyesr 13,171,058 841161 §,628,381 8,573,600 605087 416977
Alter e year 13,861108 14000 £,883,061 ENTINS - WR00M
Atertwoyn 1446893 1,101,764 1,00.3% . -
Hlterthree yeans 14,995,3% TH1% ' : /X LYRLY]
A Tor yoors 15,106,676 . . . - {5H66760
et especlationfor e accumdled s 15,216,675 RN 100039 67,18 685087 434903
Rermtiated leeg (14865910 eI (A8 35084 WM ([4D65048D
ik as inthe statemnt of Founcatpostion Outtesding cleis 350,764 JRILH] 102,261 Wi.14 35348 3, M5 876
Suphs iefict) n the prefiminary estimate bt reserve (2,044,518) bed, 148 3800 {158,626) © (,606,560)
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Medical

The accklent year

Mibeendef oyer

Alter ooz yeer

Hiter buoyears

Hiter three years

After four ysars

Fresent epectation for the accumulated dains
Aecumutzted chaims

Lishility 2 in the statement of finascial position Qutstesding s

Surplus fdeficit)in the prefiminary estimete for reserve

Civil responsibility and other branches

The accident yex

&4 the enof the year

Mter oo year

Mter twaRas

Ater thees years

Ater o years

Present expeciztion for the accumetated dlaimg

Hecumilsted clains

Liabitity s n the statement of financie! position Outstanding claims

Surphus (deficit)in the preliminary estimata for reserve

Witandbelore 2013 2044 2015 2016 Total

D ki b B b D
4,684 481 561985 138483 . S 14136047
434,38 540780 138485 89,349 - {1936,366
434,30 5,400 81 128489 12,047,049
43430 540781 9,762,196
435431 . - 43470
43435 5,408 128489 80,49 REAY 13,464,807
W 0478 2245 (889, 389) GIBAY (13454867
1060 10,000
307,106 01 97,00 0,0 . 566,180

Wi andbefore 2013 2044 045 2016 Total

D b b D i i)
5,63 R 18 500 6,007 108,233
55,180 iy 1,941 014 48,450
5,3 10,91 1341 8193
150 2093 41,454
21,648 . . 11648.0
21,648 1031 1,4t 914 6,00 50,660
{20,934 20934 {144 {8081 {4052) {52,886
114 1,114 495 8,783
3,95 11,34 B 5 48,564
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Fire and Properties

The secdant yeur W2andbefore 2013 044 045 06 Tota!
i il B I ) Rt
A theendof the yoar 1,965,0% Nt 140,811 44305 50,34 183,310
After e year 1,936,333 00,94 2,115 MM . 134N
Mer twoyezrs 103,38} 162,1% s . . 1,310,719
K theee years 1,862,580 162523 . . . L05,008
Aer four s 1431436 . ‘ : 1631426.0
Freseet expeelation o the acosmulated caims 1,531,426 162,2% {2,115 H4019 50,54 141048
Reumtsd lsirs (1,336,248 #41,158) (67,889) {i35,14) {1565 (1734404
iy as i the staement o foaciel position Eudstending cais 18 iRy LN 318,875 3,018 876,045
Surplus cefick) inthe prefiminary estimate for resamve W40 B6,419 .5 15,988) . 425 861

35) Insurance Risk Concentrations

The Company practice most of its activities in Jordan except for Reinsurance agreements
signed with companies most of them located in Europe. The company sign reinsurance
agreements to mitigate risks that could result from huge claims.

Risk concentration for assets, liabilities and non-financial position statement items based
on insurance type are as follows:

31 December 2016
Civil
reponsibility
Fire and and other
Hetors Marine Properties Medical branches Total
Jb Jb Jb Jo JD Jb
Total 7,343,786 259,890 749,077 146,526 3,25 8,502,534
Net 4,601,242 17,195 109,886 114,382 # 6,937 4,850,242
31 December 2015
Civil
reponsibility
Fire and and other
Motors Marine Properties Medical branches Total
)] Jb Jb D b J
Total 7,631,862 277,59 1,379,215 193,613 51,548 9,534,843
Net 4,573,811 30,24 154,305 193,613 1,150 4,963,121

The Company covers all its activities by proportional and non- proportional reinsurance
treaties and excess of loss treaties, in addition to treaties that cover the Company’s
retention under the pame of catastrophe risk treaties.

The concentration of the off-statement of financial position items, assets and liabilities
according to the geographical and Sector distribution is as follows:
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A- By eeographical areas: iside kingdom
Other middle east countires
Europe

Total

B- By Sector

Jeneral Sector :

Private Secior:

Companies, Institutions and Individuals
Individuals

Total

31 Dacember 2016 31 December 2045
fteams out of {teams out of
hssats Liabilites financial hssets Liabilites financial
Jo b N} JD Jb J
9,376,368 1,882,357 10,361,870 10,931,010
193,93 106,931 108 132,921
9,670,331 2,989,288 11,163,928 11,463,940
31 December 2016 31 December 2015
Ikeams out of lteams out of
hssats Liabilites financial Assets Liabilites financial
B b JD JD Jb J
154,461 60,133 156,374 44,79
950,268 1,362,745 10,179,461 9,567,465
1,398,709 512,853 828,093
3,500,438 1,935,831 11,163,928 9,612,262

The concentration of the off-statement of financial position items, assets and liabilities
related to reinsurers according to the geographical distribution is as follows:

A-By ceographical areas: inside kingdom
other countriss in the middle east
Europe

Asia

Africa

Total

31 December 2016 31 December 2015
teams out of Iteams out of
hssets Liabilites financial Assels Liabilites financlal
Jp o o Jb Jb b

680,338 113,046

293,%3 106,93

812,785 51,5M

272,058 32,920

974,31 219,977

1,094,843 285,475

Except for Middle East countries.
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36) Insurance Risk Sensitivity

a. The positive assumption has been chosen which is an increase in the net written
premiums of 10% for the year ended 31 December 2016 to all insurance branches and
what comes after of an increase in paid commissions which would decrease the loss for
the year of JD 505,784 and as a result the Shareholders equity would increase
accordingly.

b. The negative assumption has been chosen which is a decrease in the net written
premiums of 10% for the year ended 31 December 2016 for all insurance branches and
what comes after of decrease in refunds which would increase the loss for the year of
JD 505,784 784 and as a result the Shareholders equity would decrease accordingly.

¢. The positive assumption has been chosen which is a decrease in the net claims of 10%
for the year ended 31 December 2016 to all insurance branches and what comes after of
a decrease in refunds which would decrease the loss for the year of JD 473,289 and as a
result the Shareholders equity would increase accordingty.

d. The negative assumption has been chosen which is a decrease in the net claims of 10%
for the year ended 31 December 2016 to all insurance branches and what comes after of
an increase in refunds which would increase the loss for the year of JD 473,289 and as a
result the Shareholders equity would decrease accordingly.

b. Financial risks

The risks that the company faces revolve around the possibitity of insufficient return on
investments to fund the obtigations arising from insurance contracts and investments.

The Company follows financial policies to manage several risks within a specified
strategy. The Company’s management observes and controls the risk and determines
the most suitable strategic risk distribution procedures for each of the financial assets
and liabitities. This risk includes interest rate risk, credit risk, foreign currency risk and
market risk.

The Company follows a hedging policy for each of its assets and liabilities when
required, the hedging policy is related to future expected risks.

Market Risks

Market risks represent irregular risks and risks that differ according to the industry such
as prices risks, business capability and competition, Those risks could be mitigated by
distributing the investment portfolio.

In case of the expected return for each investment equals the rest, risk could be
assessed by using standard deviation. In case of the expected return for each
investment is not equal to one another, the coefficient of variation would be calculated
(dividing standard deviation on expected return) as more decrease in standard deviation
could result in a more decrease in risk.

As there is decrease in the investment portfolio’s magnitude, the Company does not
hedge for this kind of risk in a quantitative manner, instead the Company monitors the
market and all other markets where the Company has shares on a daily basis to take the
necessary action at the end of each quarter.
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Interest Rate Risk

Interest rate risks relate to long term bank deposits, development bonds, and other
deposits. Moreover, the Company always aims to mitigate these risks through monitoring
the changes in interest rates in the market. Interest rate risks relate to fixed deposits at
banks and overdraft accounts, as of 31 December 2016. The interest rate on bank
deposits ranged from 3.75% to 5% annually on Jordanian Dinar deposits. The interest
rate on overdraft accounts is 7% annually.

The following table illustrates the sensitivity of exposure to interest rate at the date of
the financial statements. Moreover, the analysis betow has been prepared assuming that
the amount of deposits outstanding at the statement of financial position date was
outstanding for the whole financial year. An increase / decrease of 0.5% is used
representing the Company’s assessment of the probable and acceptable change of
interest rates.

+ 0.5% - 0.5%
For the year ended 31 December
2016 2015 1016 2015
Jb Jb JD J0
Profit {loss) for the year 15,151 17,962 (15,151) (17,962)
increase {decrease) in Shareholdars’ equity 15,154 17.962 (15.150) (17,962)

Foreign Currencies Risks

Foreign currencies risks are the risks resulting from the fluctuations in the value of the
financial instruments due to the changes in the exchange rates of foreign currencies.
Most of the Company’s assets and liabilities are funded in Jordanian Dinar or US Dollar.
The exchange rate of the US Dollar to Jordanian Dinar is fixed at 0.708 and the
probability of this risk is very minimal. Consequently, the Company does not hedge for
the foreign currencies risk due to the following reasons:

- The US Dollar exchange rate is fixed within a range from 0.708 to 0.709 selling and
buying by the Central Bank of Jordan.

- All of the Company’s accounts with the various parties including reinsurers are in
Jordanian Dinar.

- There are no other foreign currencies denominated accounts. However, the
Company monitors the fluctuation in the foreign currency exchange rate
continuously.

- The foreign currencies risks are the risks relating to the change in the value of the
financial instruments due to the change in the foreign currencies exchange rates.
Moreover, the Jordanian Dinar is considered the Company’s functional currency. The
Board of Directors sets the limits for the financial position of each currency at the
Company. Additionally, the foreign currencies positions are monitored daily.
Strategies are adopted to ensure that the positions of foreign currencies are
maintained within the approved limits.
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The following is the concertation of the Company’s major foreign currencies:

Foreign Currency Equivalent in Jordanian Dinar
For the year ended 31 December
Account Currency Type 1016 015 1016 2015
US Dollar US Dollar Jb Jo
current account US Dollar 5,942 1,687 4,219 1,903

The Company’s management believes that the foreign currencies risks and their impact
on the financial statements are immaterial.

Liquidity Risk
The Company applies a suitable system to manage its short and long term funding risk
and maintains sufficient reserves through monitoring the expected cash flows and
comparing the matures of assets with to the matures of liabilities and technical
comritments.

Liquidity risk is the risk that the Company will not be able to meet its obligations
associated as they fall due, To limit this risk, management has arranged diversified
funding sources, manages assets and liabilities, and tries to make its due dates around
the same time and maintains sufficient amount of cash and cash equivalents and high
liquid securities.

The following table sets out the maturities (based on remaining days for maturity from
the financial statements date) of financial liabilities:

lessthan 1 monthto 36 & months to 13 after Totl
31 Dacember 2016 moptn  threemonths  months 008 year years 5 years
) I I no b ) i)
Lishltes
Ketounts payables 646,365 583,987 458,527 16,95 . - 1,935,831
Moo birks 531,347 . - : . S TTALY
Reisurarce payables 19,917 : . - 1897
Okher payabies 296,586 ' : - - 186,586
Total 1,700,275 583987 458517 246,951 . - 1,989,741
lessthan 5 month to 36 6 months to £3 after o
31 December 2015 month  three months  months one year years Syears
i) i D i b )] Jb
Lishitties:
Aecous payebles 190,082 380,164 5046 114049 . - 2,280,985
Due lobarks 1,614 - - . . . 11,674
Beisurance payeblss 74,369 71,368 LYY . - . 185,475
Otrer payadles 152,164 731,963 . - BN
Support loans . . 1,000,000 1,000,000
Total 45,289 1183496 72983 1,140,493 - 1,000,000 4,462,261
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Share Price Risk

This represents the decrease in the value of shares as a resutt of the changes in the
ievel of indices of shares subscribed to in the investment portfolio at the Company.

The change in the stock exchange index as of the financial statements date was +5% or -
5%. The following is the impact of the change on the Company’s shareholders:

Impact on
Sharehoiders ’
31 December 2016 Change in Index Gain/(Loss)
JD JD

Stock Exchange increase 5% 633
Stock Exchange Decrease 5% (633)
31 December 2015

Stock Exchange Increase 5% 633
Stock Exchange Decrease 5% (633)

Credit Risk

This risk arises from the other parties’ inability to meet their obligations. These risks
arise from the following:

¢ Reinsurers,

» Policyholders.

e Insurance agents.

To mitigate credit risks, the Company performs the following:

» Sets credit imits for agents and brokers.

+ Controls accounts receivable.

e Sets reinsurance policies at other high net worth parties.

« Maintains the Company’s cash balances at local and international banks.

Reinsurance Risk

As with other Insurance Companies, and for the purpose of reducing the exposure to
financial losses that may arise from major insurance claims, the Company, within the
normal course of its operations, enters into reinsurance contracts with other parties.

in order to reduce its exposure to major losses arising from the insolvency of
reinsurance companies, the Company evaluates the financial position of the reinsurance
companies it deals with while monitoring credit concentrations coming from geographic
areas and activities or economic components similar to those companies. Moreover, the
reinsurance policies issued do not exempt the Company from its obligations towards
policyholders. As a result, the Company remains committed to the reinsured claims
balance in case the reinsurers are unable to meet their obligations according to the
reinsurance contracts.
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in order to reduce exposure to the financial losses that may arise from the major
insurance claims, the Company enters into reinsurance agreements with other parties.

e The Company applies the contractual and optional insurance agreements terms upon
underwriting for all types of insurance regardless of size.

o The Company completes the reinsurance coverage for each risk assigned to it before the
issuance of the insurance policy in case of insurance policies exceeding the relative
agreements limits.

e As regards major contracts exceeding the proportional agreements limits, the Company,
if it decides, assigns what exceeds 30% of any insurance contract to cover the optionat
reinsurance at a rate of not less than 60% of the assignment to a reinsurance company
classified as 1° and 2™ class according to the solvency margin instructions.

e The Company optionally returns 100% of risks excluded from contracts to the
reinsurance company (companies) classified as 1 or 2™ class according to the solvency
margin instructions.

« The Company follows up on the contractual and optional reinsurances monthly to ensure
that the classification is not downgraded below 15 and 2™ class.

Operating Risks

Operating risks relate to systems downtime or may result from any intentional or
unintentional human error. These risks may affect the Company's reputation as they may
lead to financial losses. These risks may be avoided through segregating duties, setting
the necessary procedures to obtain any information from the Company’s systems, and
give the Company’s personnel training and the necessary awareness of the surrounding
circumstances.

Legal Risks

These risks relate to the lawsuits against the Company. In order to avoid these risks, the
Company setup an independent legal department to follow up on the Company's
operations in a manner that complies with the Insurance Law and the insurance
Commission's regulations
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37) Maturity Analysis of Assets and Liabilities

31 December 2016 Withini year  More than 1 year Total
JD Jb JD

Assets
Bank deposits 3,030,204 - 3,030,204
Financial assets at fair value through profit or loss 12,663 - 12,663
Financial assets at fair value through comprehensive income 486,235 . 486,235
Jnvestment properties - 562,115 562,115
Cash on hands and at banks 45,610 . 45,610
Cheques under collection 1,477,299 - 1,277,299
Account receivable- net 1,770,222 - 1,770,222
Reinsurance receivable- net 639,968 - 639,968
Deferred tax assets . 642,911 642,911
Property and equipment- net 139,207 139,207
intangible equipment 9,453 . 9,453
Other assets 1,054,444 . 1,054,444
Total Assets 8,465,305 1,205,026 9,670,331
Liabilities
Unearned premiums revenue- net 2,629,272 . 2,629,272
Qutstanding claims reserve- net 2,220,970 . 2,220,970
Accounts payable 1,935,380 . 1,935,380
Reinsurance payable 219,975 - 219,975
Other tiabilities 296,586 . 296,586
Total Liabilities 7,302,183 - 7,302,183
Net 1,163,122 1,205,026 2,368,148
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31 December 2015 Within year  More than 1 year Total

Jb Jb JD

Assets

Bank deposits 3,592,494 3,592,494
Financial assets at fair value through profit or loss 12,663 12,663
Financial assets at fair value through comprehensive income 486,135 486,235
investment properties h47,149 547,149
Cash on hands and at banks 434,569 434,569
Cheques under coltection 1,333,359 1,333,359
Account receivable net 2,593,003 2,593,003
Reinsurance receivable net 760,490 - 760,490
Deferred tax assets £42,911 642,911
Property and equipment- net 13,251 113,426 186,678
Intangible equipment 29,126 29,126
{ther assets 545,251 545,251
Total Assets 9,860,442 1,303,486 11,163,928
Liabilities

Unearned premiums revente- net 3,103,617 3,103,617
Qutstanding claims reserve- net 1,859,504 1,859,504
Accounts payable 1,280,985 2,280,985
Accrued expenses 11,674 11,674
Reinsurance payable 285,475 285,475
QOther liabilities 884,127 884,127
support toan 1,000,000 1,000,000
Total Liabilities 9,425,382 9,425,382
Net 435,060 1,303,486 1,738,546

38) Total Main Liabilities

a. Background for the company business sectors

General insurance sector includes insurance on Motor, Aviation, Marine, Fire and
Property, Liability, medical and others, the sectors above atso include investments and
cash management for the company account. The activities between the business sectors
are performed based on estimated prices and according to the same terms for other
sectors.

b. Geographic concentration of risk

The Company mainly operates in Jordan, which represents domestic operations. Also, the
Company exercises international activities through its allies in the Middle East, Europe,
Asia, America and the Near East, which represent international business.
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The following table represents the revenues, assets and capital expenditures according
to the geographical distribution:

Inside the Kingdom Qutside the Kingdom Total
December 31st
016 2015 2016 2015 2016 2015
JD JD JD JD JD )]
Total Assets 9,376,368 10,891,870 293,963 172,058 9,670,331 11,163,928
Inside the Kingdom Qutside the Kingdom Total
December 31st
2016 2015 2016 2015 2016 2015
Jp Jb JD JD JD Jp
Totat revenues 7,726,774 9,115,387 - - 1,726,774 8,925,188
Capital expenditures 94,054 17,544 - -, 94,054 17,544

39) Management of Capital

The Company's objectives as to the management of capital are as follows:

a.

To adhere to the Company's minimum capital issued by the Insurance Law. Moreover,
the Company’s minimum capital prior to the enforcement of the (aw according to which
it was licensed to practice general insurance in all of its branches, jointly and severally,
is JD 4 million.

. To secure the continuity of the Company, and consequently, the Company's abitity to

provide the shareholders with good returns on capitat.

. To make available the proper return to shareholders through pricing insurance poticies

in a manner compatible with the risks associated with those polices.

. To comply with the Insurance Commission Instructions associated with the solvency

margin.

. The following table shows the summary of the Company's capital and the minimum

required capital:

2016 2015
JD JD
Total paid in Capital 4,000,000 5,000,000
Mintmurn Capital According to the Insurance Law 4,000,000 4,000,000
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The following table shows the amount contributed to capital by the Company and the net
solvency as of 31 December 2016:

2016 2015
JD JD

Core Capital

Paid in Capital 4,000,000 5,000,000
Statutory reserve 321,037 321,037
Loss for the year (557,745) (1,570,711)
Accumuiated losses- net of appropriations {1,651,526) (2,080,815)
Support loans - 1,000,000
Total Primary Capital 2,111,766 2,669,511
Supplementary capital:

Cumulative change in fair vatue {280,965) (280,965)
Total Supplementary Capital {280,965) (280,965)
Total regulatory capital (a) 1,830,801 2,388,546
Total required capital (b) 4,142,671 3,925,917
Solvency margin (a) / (b) 44% 61%

The solvency margin has reached 44% as of 31 December 2016 (2015: 61%). And according
to the percentage determined by the Insurance Commission which is %150, the Company
has set a future ptan as shown in note (25) to comply with the Insurance Commission
requirements.
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40} Fair Value Hierarchy

a. The fair vatue for the company’s financial assets and determined by fair value
continuously:

Some of the company’s financial assets are evaluated at fair value at the end of each
period, the foliowing table represents the mechanism used in determining fair value:

Methods and inputs used

Relation between
Methodsused  Intangible Intangible
At H FairValee  indetermining  significant  significant inputs
Financiaf Assets December 2016 Hierarchy inputs inputs and fair value
i)
Financial Assets at fair vaiue
Financial assets at fair value theough profit or loss
Quoted prices
. in financial
Shares vith available market value 12,663 Level one markel Kot applicable  Hot applicable
Financial assets at fair value through comprehensive
income
Shares with avaflable market value 16,280 Level one infinancial Mot applicable ot applicable
Equity method
according to
[ast audited
Shares with ro market velue available 45,95 Level Two satements Mot applicable ot applicable
Shares with no market value available 486,135
Total Financial Assets at fair valye 408,898

There were no transfers between level one and two during the year of 2016,
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b. The fair value for the company’s financial assets not determined by fair value
continuousty:

Except for what presented in the table below, we believe that the book value for the
company’s financial assets and liabilities approximates fair value:

31 December 2016 35 December 2015
Book value Fairvalue  Fairvaluelevel  Book value Fair value Fair value fevel
i I o p
Financial assels not measured af fair value
Deposics at banks 30004 300 lewltvo 35044 IS4 Lesltw
Totalfinancial assets not measured at fai valie 3030004 3,030,204 3,392,404 3,592,494

The fair value for level two financial assets was determined according fo well-known
pricing methods which refiect credit risks for other parties that had transaction with the
company.

41) Lawsuits Adainst the Company

There are lawsuits filed against the Company claiming compensation for a total amount of
JD 1,000,000 as of 31 December 2016 (2015: JD 1,000,000), in addition to lawsuits with no
determined amounts due to the incompleteness and insufficiency of information and
reports by specialized personnel. In the opinion of the Company’s management and its
lawyer, no obtigations shall arise that exceeds the allocated amounts within the net claims
reserve,

42) Contingent Liabilities

The Company has sighed agreements for bank guarantees of JD 278,396 as at 31 December
2016 (2015: JD 600,000)
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