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Arab Professionals
G ra nt Tho rnto n Member firm within Granl Thornton Internalional Ltd
P.O.Box : 921879 Amman 11192 Jordan
T (962) 6 5151125
F (962) 6 5151124

An instinct for growth” Emal srabprof@atiortan com

Report on Review of the Condensed Interim Consolidated Financial Statements

To The Board of Directors
Jerusalem Insurance Company
Public Shareholding Company
Amman - Jordan

Introduction

We have reviewed the accompanying condensed interim consolidated financial statements of
Jerusalem Insurance Company PLC, comprising the interim consolidated statement of
financial position as at 30 September 2017 and the related interim consolidated statement of
profit or loss, interim consolidated statement of comprehensive income, interim consolidated
statement of changes in equity and interim consolidated statement of cash flows for the
nine months period then ended. Management is responsible for the preparation and
presentation of this interim financial information in accordance with International Accounting
Standard (TAS 34) Interim Financial Reporting. Our responsibility is to express a conclusion
on this interim consolidated financial statement based on our review.

Scope of Review

We conducted our review in accordance with the International Standard on Review
Engagements (2410) “Review of Interim Financial Information Performed by the Independent
Auditor of the Entity.” A review of condensed interim consolidated financial information
consists of making inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with International Standards on Auditing
and consequently does not enable us to obtain assurance that we would become aware of all
significant matters that might be identified in an audit. Accordingly, we do not express an
audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim consolidated financial statements as at 30 September 2017
are not prepared, in all material respects, in accordance with International Accounting
Standard (IAS 34) Interim Financial Reporting,.

Other Matter

The General Assembly of the subsidiary Company (Jerusalem for Vehicles Maintenance
Company) has appioved in its extraordinary meeting held on 31 October 2016 to liquidate the

Company.

rahim Hammoudeh
22 Qctober 2017 (License No. 606)
Amman - Jordan Arab Professmnals

Arab Professionals
Py Grant Thornton



Jerusalem Insurance Company
Public Shareholding Company
| Interim consolidated statement of financial position as at 30 September 2017

| {In Jordanian Dinar)

30 September 31 December

{ 2017 2016
Assets
| Bank deposits 22,547,585 23,850,360
Financial assets measured at fair value through profit or loss 1,107,296 971,108
| PFinancial assels at amortized cost 1,042,320 1,042,320
Investment property 954,158 954,556
l Loans for life insurance policies holders and others 94,008 99,941
I Total Investments 25,745,367 26,918,285
| Cash on hand and at banks 410,667 152,457
Checks under collection 1,295,213 704,554
l Accounts receivable - net 6,147,504 3,812,826
Reinsurers receivables 776,348 593,553
| Deferred tax 971,236 978,801
Property and equipment 1,129,591 1,132,812
1 Other assets 634,456 381,722
Total Assects 37,110,382 34,675,010
l
Liabilities and Equity
[ Liabilities
Unearned premium reserve - net 7,097,432 6,695,575
| Outstanding claims reserve - net 10,900,729 10,456,857
Actuarial reserve - net 350,000 350,000
| Total Technical Reserves 18,348,161 17,502,432
| Accounts payable 2,175,882 1,282,416
| Accrued expenses 27111 18,864
Reinsurers payables 2,265,905 1,726,271
[ Other provisions 202,054 236,568
Income tax provision 185,562 83,028
S Other liabilities 395,042 379,214
Total Liabilities 23,599,717 21,228,793
|
Equity
I Paid - in capital 8,000,000 8,000,000
Statutory reserve 2,089,651 2,089,651
l Voluntary reserve 1,668,538 1,668,538
Retained earnings 1,750,511 1,686,115
. Total Shareholders Equity 13,508,700 13,444,304
| Non-controlling interest 1,965 1,913
L Total Equity 13,510,665 13,446,217
Total Liabilities and Equity 37,110,382 34,675,010

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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‘ Jerusalem Insurance Company
f Public Shareholding Company

Interim consolidated statement of profit or loss for the nine months ended at

, 30 September 2017
{In Jordanian Dinar)

] For the three months ended

For the nine months ended

30 September 30 September 30 September 30 September
| 2017 2016 2017 2016
Revenues
l Gross written premiums 5,298,371 4,145,719 14,277,203 11,970,163
Less: reinsurers’ share 1,626,634 480,944 2,985,394 1,887,124
Net written premiums 3,671,737 3,664,775 11,291,809 10,083,039
' Net change in unearned premiums reserve 57,604 ( 216,641} ( 401,857) 101,543
Net change in actuarial reserve - - - 50,000
[ Net earned premiums 3,729,341 3,448,134 10,889,952 10,234,582
Commissions received 379,537 306,288 827,877 622,856
| Insurance policies issuance fees 145,221 114,945 398,353 345,818
Interest income 246,591 250,657 839,141 768,356
| Gain from financial assets and investments, net ( 7,454) 32,121 75331 134,453
Other revenues related to underwriting 52,342 7,378 82,724 64,123
Other revenues - - 147 -
I Total Revenues 4,545,578 4,159,523 13,113,525 12,171,188
i Claims, losses and expenses
Paid claims 3,995,182 3,666,048 10,298,203 10,429,069
l Less : recoveries 548,243 246,695 1,119,529 852,049
Less : reinsurers’ share 174,240 1,036,125 802,679 1,887,673
] Net paid claims 3,272,699 2,383,228 8,375,995 7,689,247
Net change in claims reserves ( 34,229 407,500 443,872 644,530
| Policies acquisition costs 220,650 208,730 748,133 648,650
Excess of loss premiums 76,313 329,275 130,955 388,550
I Allocated employees’ expenses 465,330 404,414 1,330,692 1,203,196
Allocated administrative expenses 197,353 138,24 656,832 457,569
| Other expenses 42,781 - 87,309 -
| Net Claims 4,240,897 3,871,351 11,773,788 11,031,842
[ Unallocated employees expenses 73,403 69,840 209,678 195,731
Depreciation 38,192 13,109 111,955 40,600
] Unallocated administrative expenses 27,537 16,589 99,820 57,770
Provision for doubtful debts - 19,000 - 50,000
| Other expenses - - - 11,303
Total Expenses 139,132 118,538 421,453 355,404
l Profit for the period before income tax 165,549 169,634 918,284 783,942
. Tncome tax { 39,453) 44,442) ( 213,836) ( 183,290)
[ Prior years income tax - 542) - { 542)
l Profit for the period 126,096 124,650 704,448 600,110
Attributable :
i Owners of the parent 126,081 124,658 704,396 600,084
Non-controlling interests 15 ( 8) 52 26
|' 126,096 124,650 704,448 600,110
I
' Basic and diluted earnings per share 0.016 0.016 0.088 0.075

“The accompanying notes from (1} to {6) are an integral part of these condensed interim consolidated [inancial statements and read with review repor

_4.-
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‘ Jerusalem Insurance Company
( Public Shareholding Company

! Interim consolidated statement of comprehensive income for the nine months ended at
30 September 2017

(In Jordanian Dinar)

r For the three months ended For the nine months ended
| 30 September 30 September 30 September 30 September
2017 2016 2017 2016
|
Profit for the period 126,096 124,650 704,448 600,110
'I Total comprehensive income for the period 126,096 124,650 704,448 600,110
i
] Attributable:
| Owners of the parent 126,081 124,658 704,396 600,084
Non-controlling interests 15 ( 3) 52 26
l 126,096 124,650 704,448 600,110

| “The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
,‘ Public Shareholding Company
! Interim consolidated statement of cash flows for the nine months ended at 30 September 2017

(In Jordanian Dinar)

30 September 30 September

i 2017 2016
Operating activities
l Profit before income tax 918,284 783,942
Depreciation 112,353 40,600
| Loss from sale of properties ( 147) 11,303
[ Net change in unearned premium resexves 401,857 { 101,543)
Net change in claims reserves 443,872 644,530
[ Net change in actuarial reserve - ( 50,000)
Provision for doubtful debts - 30,000
| Provision for end of service indemnity 105,305 50,000
: Change in fair value 15,886 17,387
1 Changes In working capital
Checks under collection (  590,659) 391,418
| Accounts receivable ( 2334,678) ( 1,194,137)
Reinsurers receivables ( 182,795) 26,131
l Other assets ( 252738) (  65,665)
[ Accounts payable 893465 (  361,476)
Reinsurers payables 539,634 ( 14,075)
| Accrued expenses 8,247 374,093
Other provisions { 139818) -
[ Other liabilities 15,828 6,942
Paid income tax (103,737 ( 322,672)
| Net cash flows (used in) from operating activities ( 149,837) 266,778
| Investing activities
| Bank deposits 7,055,437 728,147
Financial assets measured at fair value through profitorloss (  152,074) (  470,337)
| Loans for life insurance policies holders and others 5933 ( 5,872)
- Property and equipment { 108587) ( 32,510)
Net cash flows from investing activities 6,800,709 219,428
[
‘ Financing activities
l Paid dividends (  640,0000) (  800,000)
|
| Net change in cash and cash equivalents 6,010,872 { 313,794)
Cash and cash equivalents, beginning of year 410,227 736,832
Cash and cash equivalents, end of period 6,421,099 423,038

“The accompanying notes from {1} fo {6) are an integral part of these condensed inlerim consolidated financial statements and read with review report”
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, Jerusalem Insurance Company

l Public Shareholding Company

r Statement of underwriting revenues for the life insurance
\ for the nine months ended at 30 September 2017

[ {In Jordanian Dinar)

30 September 30 September

f 2017 2016
l Written premiums
Direct insurance 64,207 62,456
! Reinsurance inward business 2,281 5,324
Total premiums 66,488 67,780
! Less:
! Local reinsurance share 37,159 35,388
{ Net premiums 29,329 32,392
1
Add:
| Balance at beginning of the period
| Unearned premiums reserve 16,140 14,259
Less : reinsurers’ share 11,174 9,654
l Net unearned premiums reserve at beginning of the period 4,966 4,605
| Actuarial reserves, at beginning of the period 350,000 400,000
Less:
| Balance at ending of the period
[ Unearned premiums reserve 21,002 29,036
Less: reinsurers’ share 16,735 22,260
I Net unearned premiums reserve at the end of the period 4,267 6,776
! Actuarial reserves, at end of the period 350,000 350,000
Net earned revenues from written premiums 30,028 80,221

“The accompanying notes from (1} to (6) are an integral part of these condensed interim consolidated financial statenients and read with review report”

-8-



Jerusalem Insurance Company
Public Shareholding Company
, Statement of cost of claims for the life insurance for the nine months ended
! at 30 September 2017

[ (In Jordanian Dinar)

| 30 September 30 September

2017 2016
l
Paid claims 78,108 5,494
{ Less:
| Local reinsurers’ share 55,632 -
Net paid claims 22,476 5,494
I
Add:
I Outstanding claims reserve at end of the period
[ Reported claims 299,258 310,390
Incurred but not reported claims 10,000 10,000
| Less : reinsurers’ share 81,641 90,641
[ Net outstanding claims reserve at end of the period 227,617 229,749
[ Less
Outstanding claims reserve at beginning of the period
i Reported 309,258 313,125
| Incuired but not reporied claims 10,000 10,000
Less : reinsurers’ share 90,641 90,641
i Net oufstanding claims reserve at beginning of the period 228,617 232,484
Net claims cost 21,476 2,759

: [ : “The accompanying notes from (1) to {6) are an integral part of these condensed interim consolidated financial statements and read with review report”



Jerusalem Insurance Company
| Public Shareholding Company
, Statement of underwriting (loss) profit for the life insurance for the nine months ended
l at 30 September 2017

i (In Jordanian Dinar)

30 September 30 September

E 2017 2016
|
Net earned revenues from written premiums 30,028 80,221
| Less:
I Net claims cost 21,476 2,759
[ Add:
Cominissions received 358 374
| Insurance policies issuance fees 1,546 3,769
| Total revenues 1,904 4,143
[ Less:
| Policies acquisition costs 310 -
Allocated administrative expenses 40,059 12,107
{ Total expenses 40,369 12,107
i Underwriting (loss) profit ( 29913) 69,498

| “The accompanying notes from (1) to (6) are an integral part of these condensed interim consoliclated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Notes to the condensed interim consolidated financial statements (Not Audited)
30 Septembeer 2017

(In Jordanian Dinar)

General

Jerusalem Insurance Company was established during 1975 as a Public Shareholding
Company and registered at the Ministry of Trade and Industry under number (93). The
Company head office is in the Hashemite Kingdom of Jordan. The Company is engaged in

insurance activity including accidents, fire, marine, transportation, motors, public Lability
and medical insurance.

The condensed interim consolidated financial statements have been approved for issue by
the Company’s Board of Directors on 22 QOctober 2017.

Summary of Significant Accounting Policies

Basis of Preparation

The condensed interim consolidated financial statements of the company have been
prepared in accordance with IAS 34 Interim Financial Reporting. They do not include all of
the information required in annual financial statements in accordance with IFRS, and

should be read in conjunction with the consolidated financial statements of the Company
for the year ended 31 December 2017,

The condensed interim consolidated financial statements have been prepared on a
historical cost basis except for the financial assets, which have been measured at fair value.

The condensed interim consolidated financial statements are presented in Jordanian Dinar
which is the functional currency of the company.

The accounting policies are consistent with those used in the previous period.

Principles of Consolidation

The condensed interim consolidated financial statements comprise of the financial
statements of the Company and its subsidiary where the Company has the power to govern
the financial and operating policies of the subsidiary so as to obtain benefits from their
activities. The financial statements of the subsidiary are prepared for the same reporting
period as the Company using consistent accounting policies. All balances, transactions,
income, and expenses between the Company and its subsidiary are eliminated.

Subsidiary are fully consolidated from the date of acquisition, being the date on which the

Company obtains control, and continue to be consolidated until the date that such control
ceases,

The results of operations of the subsidiary are consolidated in the statement of
comprehensive income from the acquisition date which is the date on which control over
subsidiary is transferred to the Company. The results of operation of the disposed
subsidiary are consolidated in the comprehensive income to the disposal date which is the
date on which the Company loses control over the subsidiary.

The following subsidiary has been consolidated:

Company Capital Ownership Activity

Jerusalem for Vehicles Maintenance Company/ under liquidation 54,000 98.69% No Activity
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Jerusalem Insurance Company PLC
Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

Business Sector

The business sector represents a set of assets and operations that jointly provide products
and service subject to risks and returns different from those of other business sector which in
measured based on the reports used by the top management of the Company.

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.

Use of Estimates

The preparation of the condensed interim consolidated financial statements requires
management to make estimates and assumptions that affect the reported amount of financial
assets and liabilities and disclosure of contingent liabilities. These estimates and
assumptions also affect the revenues and expenses and the resultant provisions and in
particular, considerable judgment by management is required in the estimation of the
amount and timing of future cash flows. Such estimates are necessarily based on
assumptions about several factors involving varying degrees of judgment and uncertainty
and actual results may differ resulting in future changes in such provisions.

Management believes that the estimates are reasonable and are as follows:

- An estimate of the collectible amount of trade accounts receivable is made when collection
of the full amount is no longer probable. For individually significant amounts, this
estimation is performed on an individual basis. Amounts which are not individually
significant, but which are past due, are assessed collectively and a provision applied
according to the length of time past due, based on historical recovery rates.

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

- The financial period is charged with its related income tax in accordance with regulations.

- Management reviews periodically the tangible assels in order to assess the depreciation for
the year based on the useful life and future economic benefits. Any impairment is taken to
the interim consolidated statement of profit or loss,

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

- A provision on lawsuit against the Company is made based on the Company’s lawyers’
studies in which contingent risk is determined; review of such study is performed
periodically.

- The management periodically reviews whether a financial asset or group of financial
assets is impaired; if so this impairment is taken to the interim consolidated statement of
profit or loss,

Recognition of financial assefs
Financial assets and financial liabilities are recognized on the trading date which is the date
that the entity commits itself to purchase or sell the financial assets.

Fair value

For fair value of investments, which are traded in organized financial markets, is determined
by reference to the quoted market bid price at the close of the business on the interim
consolidated statement of financial position date. For investinents which are listed in
inactive stock markets, traded in small quantities or have no current prices, the fair value is
measured using the carrent value of cash flows or any other method adopied. If there is no
reliable method for the measurement of these investments, then they are stated at cost less
any impairment in their value,
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Jerusalem Insurance Company PLC

Notes to the condensed interim consolidated financial statements {continued)
30 September 2017

Financial Assets at Amortized Cost

They are the financial assets which the Company’s management intends according to its
business model to hold for the purpose of collecting contractual cash flows which comprise
the contractual cash flows that are solely payments of principal and interest on the
outstanding principal.

Those financial assets are stated at cost upon purchase plus acquisition expenses, Moreover,
the issue premium / discount are amortized using the effective interest rate method, and
recorded to the interest account. Provisions associated with the decline in value of these
investments leading to the inability to recover the investment or part therefore are deducted,
and any impairment loss in its value is recorded in the interim consolidated statement of
profit or loss.

The amount of the impairment loss recognized is the difference between the asset’s carrying
amount and the present value of estimated future cash flows discounted at the original
effective interest rate.

It is not allowed to reclassify any financial assets from / to this category except for certain
cases specified in the International Financial Reporting Standards (in the case of selling any
of these assets before its maturity date, the result should be recorded in a separate line item
in the consolidated statement of profit or loss, disclosures should be made in accordance to
the requirements of International Financial Reportin g Standards).

Financial Assets at Fair Value through Statement of Profit or Loss

It is the financial assets held by the company for the purpose of trading in the near future
and achieving gains from the fluctuations in market prices in the short term or trading
margins,

Financial assets at fair value through profit or loss are initially stated at fair value at
acquisition date (purchase costs are recorded at the interim consolidated statement of profit
or loss upon acquisition) and subsequently measured at fair value. Moreover, changes in fair
value are recorded in the interim consolidated statement of profit or loss including the
change in fair value resulting from translation of non-monetary assets stated at foreign
currency. Gains or losses resulting from the sale of these financial assets are taken to the
interim consolidated statement of profit or loss.

Dividends and interests from these financial assets are recorded in the interim consolidated
statement of profit or loss.

Impairments in Financial Assets Value
An assessment is made at each interim consolidated statement of financial position date to
determine whether there is objective evidence that a specific financial asset may be impaired.

If such evidence exists, the recoverable value is estimated in order to determine impairment
loss.

Investment Properties

Property held to earn rentals or for capital appreciation purposes as well as those held for
undetermined future use are classified as investment property. Investment property is
measured at cost less any accumulated depreciation and any accumulated impairment
losses. The cost of constructed property includes the cost of material and any other costs
directly attributed to bringing the property to a working condition for its intended use.
Borrowing costs that are directly attributed to acquisition and construction of a property are
included in the cost of that property.

Depreciation is charged on a straight-line basis at annual rate of (2%).The useful life and
depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from these assets.

Cash and Cash Equivalents

Cash and cash equivalents are carried in the consolidated financial statement at cost. For the
purposes of the consolidated statement of cash flow, cash and cash equivalents comprise
cash on hand, deposits held at call with banks, other short - term highly liquid investments.
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Jerusalem Insurance Company PLC

Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

Reinsurers 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 are 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 interim consolidated statement of
profit or loss.

The impairment is recognized in the following cases only:

There is 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 reinsurer.

Pledged financial assets

Represent those financial assets pledged to other parties with the existence of the right of use
for the other party (sale, repledge). A periodic review is performed for those properties.

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 with finite 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 maybe impaired.

Internally generated intangible assets are not capitalized and are expensed in the interim
consolidated statement of profit or loss.

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 current and
subsequent periods.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated
impairment loss. When assets are sold or retired, their cost and accumulated depreciation
are eliminated from the accounts and any gain or loss resulting from their disposal is
included in the interim consolidated statement of profit or loss,

The initial cost of property and equipment comprises its purchase price, including import
duties and non-refundable purchase taxes and any directly attributable costs of bringing the
asset to its working condition and location for its intended use. Expenditures incurred after
the fixed assets have been put into operation, such as repairs and maintenance and overhaul
costs, are normally charged to income in the period the costs are incurred. In situations
where it can be clearly demonstrated that the expenditures have resulted in an increase in
the future economic benefits expected to be obtained from the use of an item of property and
equipment beyond its originally assessed standard of performance, the expenditures are
capitalized as an additional cost of property and equipment.

Depreciation is computed on a straight-line basis at annual depreciation rates:

Buildings 2%
Programs and Furniture 20-30%
Vehicles 15-30%
Others 24%

The useful life and depreciation method are reviewed periodically to ensure that the method
and period of deprecation are consistent with the expected pattern of economic benefits from
items of property plant and equipment.
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Jerusalem Insurance Company PLC
Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

Provisions

Provisions are recognized when the Company has an obligation at the date of the condensed
interim consolidated financial statements 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 condensed interim consolidated financial statements date,
taking into account the risks and uncertainties surrounding the obligation where a provision
is measured using the cash flows estimated to seitle the present obligation, its carrying
amount is the present value of these cash flows.

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.

A, 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 of expiration, 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 condensed interim consolidated 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 separalely.

3. Provision for the ultimate cost of claims incurred but not yet reported (IBNR) and
unexpired risk is measured based on the estimates and the experience of the Company.

4. Provision for the unearned life insurance policies is measured and calculated based on the
estimates and the experience of the company.

5. Actuarial reserves for life insurance premiums in accordance with laws regulations and
Instructions.

B. 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 after monitoring the receivables in details and all receivables aging
one year and above is provided for provision.

C. End of service indemnity reserve
The end of service indemnity reserve for employees is calculated based on the Company’s
policy and in accordance with Jordanian labor law.
The paid amounts as end of service for resigned employees are debited to this account.
The Company obligation for the end of service is recorded in the interim consolidated
statement of profit or loss.

Liability adequacy test

At each consolidated statement of financial position date the Company assesses whether its
recognized insurance liabilities are adequate using current estimates of future cash flows
under its insurance contracts. If assessment shows that the carrying amount of its insurance
liabilities (less related deferred policy acquisition costs) is inadequate in the light of
estimated fulure cash flows, the deficiency is immediately recognized in the interim
consolidated statement of profit or loss.
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Jerusalem Insurance Company PLC

Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

Income Tax
Income tax represents accrued and deferred income tax.

A. Accrued Income Tax

The accrued income tax expense is calculated based on taxable income. The taxable income
differs from the actual income in the interim consolidated statement of profit or loss
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 not deductibles for tax purposes.

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

B. Deferred Tax
Deferred taxes are taxes expected to be paid or recovered as a result of temporary
differences between the time value of the assets or liabilities in the condensed interim
consolidated financial statements and the value that is calculated on the basis of taxable
profit,
Deferred tax is provided using the liability method on temporary differences at the
liabilities and their carrying amounts for financial reporting purposes.
The carrying amount of deferred tax assets is reviewed at each reporting date and reduced
to the extent that is no longer probable that sufficient taxable profit will be available to
allow all or part of the deferred tax assets to allow all or part of deferred tax asset to be
utilized.

Offsetting

Financial assets and financial liabilities are offset and the net amount reported in the
condensed interim consolidated financial statement when there is a legally enforceable right
to offset the recognized amounts and the company intends to either settle them on a net
basis, or to realize the asset and settle the liability simultaneously.

Issuance or Purchase Insurance Company Shares

Any costs arise from issuance or purchase the insurance company share is recorded in the
retained earnings account (Net of tax effect), if the purchase / issuance not completed and
related expenses are charged to the interim consolidated statement of profit or loss.

Revenue Recognition

A. Insurance policies
Insurance premiums are recorded as revenues (earned premiums) based on the accrual
periods and policy covering period. Unearned premiums are recorded according to
insurance policy periods at the date of condensed interim consolidated financial statements
claims expenses are recognized in the interim consolidated statement of profit or loss based
on the expected claim value to compensate other parties.

B. Dividend and interest revenue
The Dividends revenues are realized when the company has the right to receive the
payment once declared by the general assembly of the company.
Interest revenues are recorded using the accrual basis based on the accrual periods,
principle amount and interest rate,

C. Lease revenue

Lease revenue is recognized on a time proportion bases that reflects the effective yield on
the lease agreement.

Expenditures recognition

All commissions and other costs related to the new insurance contracts or renewed are
recorded in the interim consolidated statement of profit or loss during the period it occurred
in and all other expenditures are recognized using the accrual basis.
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Jerusalem Insurance Company PLC

Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

Insurance compensations

Insurance compensations represent paid claims during the year and change in outstanding
claims reserve.

Insurance compensations payments during the year even for the current or prior years.
Outstanding claims represent the highest estimated amount to settle the claims resulting

from events occurring before the date of condensed interim consolidated financial
statements but not settled yet.

Outstanding claim reserve is recorded based on the best available information at the date of
condensed interim consolidated financial statements and includes the IBNR.

Recoverable scraped value
Recoverable scraped value is considered when recording the outstanding claim amount.

Administrative expenses
Administrative expenses are distributed to each insurance division separately. Moreover,
80% of the non distributable general and administrative expenses are allocated to different

insurance departments based on the ratio of written premiums of the department to total
premiums,

Employees' expenses
The traceable employees’ expenses are allocated directly to insurance departments, and 80%

of un-allocated employees expenses are allocated based on earned premiums per
department to total premiums,

Insurance policy acquisition cost
Acquisition costs represent the cost incurred by the Company for selling or underwriting or

issuing new insurance contract, the acquisition cost is recorded in the interim consolidated
statement of profit or loss.

Poreign Currency

Assefs and labilities denominated in foreign currencies are translated to Jordanian Dinar
using the prevailing exchange rates at year end. Foreign currency transactions during the
year are recorded using exchange rates that were in effect at the dates of the transactions.

Foreign exchange gains or losses are reflected in the interim consolidated statement of profit
or loss.

3. Income Tax

- The Company has settled its tax liabilities with the Income Tax Department up to the
year ended 2015.

- The income tax return for the year 2016 have been filed with the Income Tax Department
but the Department has not reviewed the company’s records tll the date of this report.

- The income tax provision for the nine months ended at 30 September 2017 was
calculated in accordance with the Income Tax Law.

- In the opinion of Ccompany’s management and its tax consultant, the income tax
provision is calculated in accordance with the most recent enacted Income Tax Law and
it's adequate as at 30 September 2017.
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Jerusalem Insurance Company PLC
Notes to the condensed interim consolidated financial statements (continued)
30 September 2017

4. Lawsuits against the Company

There are lawsuits filed against the Company amounting to JOD (1.8) million pertaining
motor accidents for which a full reserve has been taken against it in the outstanding
claims reserve, and other lawsuits filed against the Company amounting to JOD (500)
thousand.

In the opinion of the Company’s management and its lawyer, no obligations shall arise
that exceeds the allocated amounts within the net claims reserve.

5. Contingent Liabilities
The Company has bank guarantees amounting to JOD (108,572) as at 30 September 2017.

6. Comparative Figures

Some comparative figures of the year 2016 and the period ended 30 September 2016
have been reclassified to match the classification figures for the nine months ended at 30
September 2017. The reclassification had no effect on the Company's interim
consolidated statement comprehensive income or equity for the year 2016.
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