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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Arab Assurers Insurance Company
Public Shareholding Company

Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

We have audited the financial statements of Arab In our opinion the accompanying
Assurers Insurance Company, which comprise: Consolidated financial statements present
. Th » Gefatod il positi fairly, in all material respects, the

e statement of consolidated financial position g ~0-ia) position of the Company as at 31

as at 31 December 2017. December 2017, and its Consolidated
" The statement of Consolidated income and financial performance and its

comprehensive income, Consolidated statement Consolidated cash flows for the year then
of changes in equity, and Consolidated statement ended in accordance with International
of cash flows for the year then ended; and. Financial Reporting Standards (IFRSs).

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

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
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.

Key Audit Matters

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 consolidated financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion on these matters.

Impairment of trade and reinsurers receivables

Key Audit Matter

The trade and reinsurers receivables provision amounted to JD 1,655,451 as at 31 December
2017, 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.

0O Jordan (Samman & Co), a Jordanian registered partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms
BDO is the brand name for the BDO network and for each of the BDO Member Firms
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Audit Response

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

mechnical reserves

Key Audit Matter

The reported claims reserve amounted to JD 5,909,382 as at 31 December 2017, providing this
reserve depends highly on management estimates based on past experiences to face this kind
of claims by any insured or third party, And the incurred but not reported claims reserve (IBNR)
mounted to JD 1,922,729 as at 31 December 2017, 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 performing 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.

Other Information =

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

Our opinion on the consolidated 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 consolidated 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 that we have not been provided yet we are required to report that
fact.

DO Jordan (Samman & Co), a Jordanian registered partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms
BDO is the brand name for the BDO network and for each of the BDO Member Firms
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Responsibilities of Management and Those Charged with Governance for the

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRSs, and for such internal control as management
determines is necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated 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.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes 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 consolidated financial
statements.

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

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 consolidated financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to 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.

® Obtain 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.

" Eyaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

®m Conclude on the appropriateness of management’s use of the going 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
consolidated 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.

DO Jordan (Samman & Co), a Jordanian registered partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms
BDO is the brand name for the BDO network and for each of the BDO Member Firms
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= Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

= Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

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 consolidated financial
statements and the financial information stated in the Board of Directors’ report are in
agreement therewith. We recommend the General Assembly to approve them.

7
Sam ;n/& Co
|

Ahmad Ramahi
License No. 868

22 February 2018
Amman - Jordan

DO Jordan (Samman & Co), a Jordanian registered partnership, is a member of BDO International Limited, a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms
BDO is the brand name for the BDO network and for each of the BDO Member Firms



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated financial position
As at 31 December 2017

Notes 2017 2016
JD JD

ASSETS
Deposits at banks (5) 4,818,363 4,304,492
Financial assets at fair value through profit or loss (6) 36,777 68,467
Financial assets at fair value through other comprehensive income  (7) 364,961 402,743
Investment property (8) 2,577,205 2,572,630
Total Investments 7,797,306 7,348,332
Cash on hand and at banks 9) 541,613 656,000
Checks under collection and notes receivables (10) 985,288 753,410
Accounts receivable- net (11) 2,139,921 2,120,511
Reinsurers receivables- net (12) 912,192 742,141
Deferred tax assets (13/B) 1,290,747 817,641
Property and equipment - net (14) 1,644,137 1,612,450
Intangible assets - net (15) 5,727 9,176
Other assets (16) 237,765 277,706
TOTAL ASSETS 15,554,696 14,337,367
LIABILITIES AND EQUITY
LIABILITIES
Unearned premiums reserve - net 4,344,915 3,786,381
Outstanding claims reserve - net 2,638,083 3,150,616
Total Insurance Contracts Liabilities 6,982,998 6,936,997
Bank facilities (17) 134,298 149,227
Accounts payable (18) 760,269 900,428
Reinsurers payable (19) 192,763 375,325
Income tax provision (13/A) 144,272 -
Other provisions (20) 47,769 55,334
Other liabilities (21) 1,547,503 1,457,431

2,826,874 2,937,745
TOTAL LIABILITIES 9,809,872 9,874,742
EQUITY
Authorized capital 9,653,409 9,653,409
Subscribed capital (22) 9,215,909 9,215,909
Statutory reserve (23) 899,789 795,886
Voluntary reserve (23) 194,619 194,619
Issuance discount (3,330,636) (3,330,636)
Accumulated change in fair value (24) (1,709,625) (1,671,842)
Accumulated profit (losses) (25) 474,768 (741,311)
Total Equity 5,744,824 4,462,625
TOTAL LIABILITIES AND TOTAL EQUITY 15,554,696 14,337,367

The financial statements on pages [1] to [47] were approved and authorized for issue by the
Board of Directors on 6 February 2018 and were signed by:

Ge anager hairman
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Arab Assurers Insurance Company
(Public Shareholding Company)

Amman - Jordan

Statement of Consolidated income
for the year ended 31 December 2017

Revenues

Gross written premiums

{Less): Reinsurers share

Net Written Premiums

Net change in unearned premiums provision
Net Earned Premiums

Commissions revenue

Insurance policy issuing fees

Revenues related to underwritings

Interest revenue

Net Gain of financial assets and investments

Other revenues
Total Revenues

Claims, Losses and Expenses

Paid claims

(Less): Recoveries

Reinsurers share

Net Paid Claims

Net change in outstanding claims provision
Allocated employees’ expenses

Allocated general and administrative expenses
Excess of loss premium

Policies acquisition costs

Other expenses related to underwritings

Net Claims

Unatlocated employees’ expenses

Unallocated general and administrative expenses
Depreciation and amortization

Total Expenses

Profit for the year before tax
Income tax surplus
Profit for the year after tax

Earning per share for the year

Notes

(26)
(27)
(28)

(29)
(30)

(29)
(30)
(8),(14),(15)

(13)

(31)

2017 2016
D )

12,791,615 10,117,843
(2,044,817) (846,050)
10,746,798 9,271,793
(558,534) 352,167
10,188,264 9,623,960
239,136 136,020
1,092,912 1,100,491
454,667 453,238
153,257 116,350
37,002 58,446
75,182 87,379
12,240,420 11,575,884
(10,067,556) (10,785,833)
1,032,533 1,195,801
422,775 630,984
(8,612,248) (8,959,048)
512,533 686,191
(883,853) (795,198)
(439,750) (408,794)
(226,684) (214,147)
(810,934) (720,710)
(336,038) (267,248)
(10,796,974)  (10,678,954)
(220,963) (198,800)
(116,240) (106,198)
(67,210) (63,400)
(11,201,387)  (11,047,352)
1,039,033 528,532
280,949 -
1,319,982 528,532
0.143 0.057



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated comprehensive income
for the year ended 31 December 2017

Notes 2017 2016
JD JD
Profit for the year 1,319,982 528,532
Add: other comprehensive income for the year
Change in fair value reserve (24) (37,782) {4,540)
Total Comprehensive income for the year 1,282,200 523,992
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Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated cash flows
for the year ended 31 December 2017

Notes 2017 2016
JD JD

Cash flows from operating activities:
Profit for the year before tax 1,039,033 518,532
Adjustments for:
Depreciation and amortization (8), (14}, (15) 67,210 63,400
Losses on sale of financial assets through profit or loss . 1,233
Gain on sale of property, plant and equipment (22,684)
Net change in unearned premiums provision 558,534 {352,167
Net change in outstanding claims provision (512,533) {686,191)
Net change of financial assets at fair value through profit or loss (6) 31,691 2,324
Gain on sale financial assets through comprehensive income {5,098)
Reversing impairment of property investments {15,735) .
Operating cash flows from operating activities
before changes in working capital 1,145,516 (447,967)
Checks under collection and notes receivables {231,878) {104,634)
Accounts receivable (19,410} 121,536
Reinsurance receivable -net {170,051) (246,670)
Other assets (469) (6,887)
Accounts payable {140,159) 363,568
Reinsurers payable (182,562) (46,105)
Other provisions {7,565) 6,451
Other liabilities 90,072 (86,251)
Net cash flows from operating activities 483,494 (446,959)
before paid income tax
Income tax paid (13) _{1,415) .
Net cash flows from operating activities 476,019 {446,959)
Cash flows from investing activities
Purchase of PPE and intangibte assets (14}, (19) (89,186) (16,390)
Proceeds trom sale ot tinancial assets through
other comprehensive income - 24,314
Proceeds from sate of property, equipment 27,580 280
Net cash flows from investing activities (61,606) 8,204
Cash flows from financing activities
Changes in restricted deposits (11,609} 114,769
Net cash flows from financing activities (11,609) 114,769
Net increase(decrease) in cash and cash equivalents 402,804 (323,986)
cash and cash equivalents - beginning of the year 3,430,618 3,754,604
cash and cash equivalents - end of the year : {32) 3,833,422 3,430,618




Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated underwriting revenues for life insurance
for the year ended 31 December 2017

2017 2016

JD Jb
Written premiums:
Direct businesses

Gross premiums -

Add:
Mathematicat provision-Beginning of the year -
Less: reinsurers share -Beginning of the year

Net Mathematical provision -

Less:
Mathematical provision-End of the year
Less: reinsurers-End of the year

Net Mathematical provision -

Other expenses

Net revenues from underwritten Premiums -




Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated claims cost for life insurance
for the year ended 31 December 2017

2017 2016
JD JD

Paid claims 1,532 91,062
Reinsurers share - (66,322)
Net Paid Claims 1,532 24,740
Reported claims provision-End of the Year 27,500 48,904
Less
Reinsurers share - .
Recoveries -
Net claims provision-End of the Year 27,500 48,904
Reported claims provision-Beginning of the Year {48,904) (49,244)
IBNR Claims reserve-Beginning of the Year - -
Net claims provision-Beginning of the year (48,904) (49,244)
Net Claims Cost (19,872) 24,400




Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Statement of Consolidated life insurance losses
for the year ended 31 December 2017

2017 2016
Jb JD
Net revenues from underwritten Premiums . .
Net claims cost 19,872 {24,400)
Total Revenues 19,872 {24,400)
General and Administrative Expenses from underwritten premiums . -
Other expenses {160} {160)
Net underwriting Loss 19,712 (24,560)
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Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017

1) General

The Arab assurers insurance company was established in Amman-Jordan and registered as
public shareholding company in the Jordanian Ministry of Industry and Trade under number
(300) on 6 December 1995 with a capital of 8 million JD/share.

The consolidated financial statement includes of Arab assurers insurance company
financial statements and the subsidiary financial statement “assurers for

Investment property” which is a limited liability company owned 100% by Arab assurers
insurance company as at 31 December 2017.

The Company is engaged in insurance business against fire, vehicle, marine, aviation and
medical insurance through its main branch located in Queen Rania Street-Amman and other
branches at Jabil al Hussein-Amman, al saru and irbid.

The consolidated financial statements for the year 2017 were approved by the Board of
Directors in its meeting held on 6 February 2018.

2) 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 Consolidated financial statements are presented in JOD, which is also the company’s
functional currency.

Amounts are rounded to the nearest JOD.

These Consolidated 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 the Consolidated 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.

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 .
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Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

Changes in accounting policies

a) New standards, interpretations and amendments effective from 1 January
2017.

The following new standards or and interpretations effective for the first time for
periods beginning on or after 1 January 2017 had not a significant effect on the
entity’s financial statements:

e Amendment to IAS 7 - Disclosure initiative
o Amendment to IAS 12 - Recognition of Deferred Tax Assets for Unrealized Losses
¢ Amendment to IFRS 12 - Annual Improvements to IFRSs 2014-2016 Cycle

b) New standards, interpretations and amendments not yet effective

There are a number of standards, interpretations and amendments, which have
been issued by the international Accounting standards Board that are effective for
periods beginning after 1 January 2017 and which have not been adopted early,
the most significant of these are :

e [FRS 9 financial instruments and IFRS 15 revenue from conracts with customers
(both mandatorily effective for the periods beginning on or after 1 january
2018);and

e IFRS 16 leases(mandatorily effective for the periods beginning on or after 1
January 2019).

3) 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 actual results may differ resulting in future changes in such provisions.

The details of significant estimates made by management as follows:

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

s 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.

13



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

« 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 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.

« Fair value measurement; we have identified and disclosed the hierarchy of the fair value
which categories and separates all fair value measurements according to the identified
levels in International Financial Reporting Standards. The difference between level 2 and
tevel 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.

No material changes on nature and value of the assumptions and estimates used in the
consolidated financial statements for the year of 2017.

Basis of consolidation

Where the company has control over an investee, it is classified as a subsidiary. The
company controls an investee if all three of the following elements are present: power
over the investee, exposure to variable returns from the investee, and the ability of the
investor to use its power to affect those variable returns. Control is reassessed whenever
facts and circumstances indicate that there may be a change in any of these elements of
control.

The consolidated financial statements present the results of the company and its
subsidiaries ("the Group") as if they formed a single entity. Intercompany transactions and
balances between group companies are therefore eliminated in full.

The consolidated financial statements incorporate the results of business combinations
using the acquisition method. In the statement of financial position, the acquirer’s
identifiable assets, liabilities and contingent liabilities are initially recognized at their
fair values at the acquisition date. The resuits of acquired operations are included in the
consolidated statement of comprehensive income from the date on which control is
obtained. They are deconsolidated from the date on which control ceases.

4) Accounting policies

A. Financial assets at fair value through income

Financial assets at fair value through the profit or loss, represents 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 inctuding
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
income,

All realized profit and dividend recorded at statement of income.

14



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

B. Financial assets at fair value through comprehensive income

Financial assets at fair value through comprehensive income represent strategic
investments in equity instruments for 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 inctuding changes in fair value resulted from
non- cash transtation 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 and any equity instrument reserve was
taken will be transferred to the accumulated losses and earning and 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

C. 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 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 of financial assets

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 liabilities) 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 value 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.

15



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

F. 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 financial asset either
individually or collectively may be impaired. If such evidence exists, the recoverable value
is estimated in order to determine impairment loss.

G. 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 regulations
and disclosed at fair value in the financial reports.

H. Cash and Cash equivalents

Cash and cash equivalents includes 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.

J. 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
vatue of the contracts and record the impairment in the statement of income,

The impairment is recognized in the following cases only:

1- 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.

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

K. 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,

L. Property and equipment

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 desperation
expense is recorded in the statement of income,

16



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

Assets Depreciation%
Building 2-4
Equipment and Furniture 15-20
Vehicle 15
Decoration 15

Depreciation on assets does not commence until they are complete and available 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.

ltems 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 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
subsequent 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 20%
amortization rate,

N. Pravisicns

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.

17



Arab Assurers Insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

0. Technical Provisions

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 after the financial statement 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.

P. 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.

Q. 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 regulation in the Hashemite Kingdom of Jordan.

2. 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 financial
statements and the value that is calculated on the basis of taxable profit. Deferred tax
is provided using the liability method and calculated according to tax percentages that
expected to be applied upon reconciliation or when it's earned

The carrying amount of deferred tax assets is reviewed at each reporting date and
reduced to the extent that is no longer probable that those deferred tax assets would
be partly or completely utilized or to cover the tax liability or reverse it.
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Arab Assurers Insurance Company
(Public Shareholding Company}
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued)

R. Offsetting

Financial assets and financial liabilities are offsetted and the net amount is reported in
the statement of financial position only when there is a legally enforceable right to set
off the recognized amounts and the company intends to either settle on a net basis, or to
realize the asset and settle the liability simultaneously.

S.Revenue recognition

1.

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 financial position in the liabilities section.

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

. Dividend and interest revenue

The Dividends revenues are realized when the shareholder has the right to receive the
payment once declared by the General Assembly of Shareholders.

Interest revenues are recorded using the accrual basis based on the accrual periods,
principle amount and interest rate.

. Rent revenues

Rent revenues from investment property that hold operating leases are recognized
according to straight line method and based on leases terms and accrual basis.

T. Expenditures recognition

All commissions and other costs related to the new insurance contracts or renewed are
recorded in the statement of income during the period it occurred in and all other
expenditures are recognized using the accrual basis.

4. Insurance compensations

Insurance compensations represent paid claims during the year and change in outstanding
claims reserve. Insurance compensations include all 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 financial statements
but not settled yet. Outstanding claim reserve is recorded based on the best available
information at the date of financial statements and includes the IBNR.

V. Recoverable scraped value

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

X. 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.

Y. 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 tosses on non-monetary items are recorded as part of change in fair
value.

5) Deposits at Banks

il ]

Deposits mature
Deposits mature ~~ after one month e Deposits mature

during one month thaeamonths  after three months Total Total
I I D I I

Inside Jorden 4,318,363 . - 4,318,363 4,044
4,818,363 - . 4,818,363 4,304 01

- Interest rate for deposits at banks in Jordan Dinar ranges from 4% to 5% and 1% for USD
deposits for the year ended 31 December 2017 (2016: 2% to 3.5%).
- Deposits pledged to the favor of the General Manager of the Insurance Regulatory
Commission deposited in Jordan Commercial Bank amounted to JD 325,000 as of 31
December 2017 (2016: 325,000).

- Restricted balances mounted to JD 1,067,256 againét facilities and guarantees as of 31
December 2017 (2016: JD 1,055,647).
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Below is the distribution of the Company’s deposits:

2017 2016
Jb Jb
Housing Bank 1,096,895 22,030
Societe General Bank 1,021,798 1,031,225
investment Bank 1,006,196 633,757
Jordan Commercial Bank 803,131 923,965
Arab Bank 391,941 387,907
Capital Bank 349,600 200,382
Blom Bank 130,269 140,729
Al Ahli Bank 16,855 300,554
Cairo Amman Bank 1,678 1,678
Arab Banking Corporation Bank - 662,265
4,818,363 4,304,492
6) Financial Assets at Fair Value Through Income
2017 2016
Jb )
inside Jordan
Shares Listed On Amman Stock Exchange 777 68,467
36,177 68,467
7) Financial assets at fair value through other comprehensive income
2017 2016
JD J
Inside Jordan
Shares Listed On Amman Stock Exchange 354,299 392,081
Qutside Of Jordan
Shares Unlisted On Foreign markets 10,662 10,662
| 364,961 400,743
8) investment property
2017 2016
J n
Lands 1,136,516 2,136,516
Buildings 558,030 558,030
Accumulated depredation (103,235) (92,075)
less :Impairment in investments properties {14,106) {29,841)
2,577,205 2,572,630

Property investment evaluation has been made by property experts amounted JD 3,399,887
which is JD 808,741 higher than book value.
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9) Cash on hand and cash_at banks

{ash On Hand
Cash At Banks

10)Checks Under Collection and note receivables

notes receivable
Checks under collection due within six month
Checks under collection due within more than six months

11)Accounts receivable - Net

Policy holders

Agents receivables

Brokers receivables

Other receivables
employees saving plan loans
Employee receivables

Less: Provision for doubtfut debts written off

Movement on the provision for doubtful debts is as following:

Balance at the beginning of the year
Impairment loss for the year

22

017 2016
Jb )
44,114 434,613
117,439 171,387
541,613 656,000
017 2016
Ay b
. 2,000
836,288 598,094
129,000 153,316
985,288 753,410
2017 2016
0 D
2,842,092 2,763,887
419,353 435,814
242,709 194,266
7,13 95,804
7,640 80,679
40,865 3,312
3,625,372 3,605,962
(1,485,451} {1,485,431)
2,139,921 2,120,511
017 2016
J J
1,485,431 1,485,451
1,485,451 1,485,451
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12) Reinsurers Receivables- Net

2017 2016
J J
Local insurance compartes 864,948 715,191
international reinstrance companies 17,244 196,90
1,082,192 912,14
Less: Provision for doubtful debt for reinsurers receivables {170,000} {170,000}
912,192 742,141

Movements on the provision for doubtful debts consists of the following:

2017 2016
J )
Balance at the beginning of the year 170,000 170,000
Tmpairment loss for the year - -

170,000 170,000

13)Income Tax

A. The summary of settlement between accounting income and taxable income is as

follows:
017 016
Iy b
Nother company's accounting profit 1,037,838 531,532
Non-taxable income {199,797} {121,448)
Non-deductible expenses 74,594 29,088
Accepted taxable losses for previous years (112,000) -
Balance at the end of the year 800,655 440,172
Income tax rate 2% 1%
Income tax represented in income statement is as follows:
2017 2016
Jo J
Income tax due for profit 192,157
Deferred tax assets (473,106)
(280,949)

An income tax and sales tax settlement has been made till 2015,
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Movement on income tax provision is as follows:

2017 2016
JD Jo
Formed through the year 192,157
Less: Prepaid income tax (7,475)
Less: Prepaid income tax for previous years {40,410)
144,271
B. Deferred tax assets
il 1016
taknce e ilince al T end
beginningoftheyewr released aiitons ofheyer  Deferedtar  Deforred bax
D ) JD D B b))
Brovkion forincred but not reported caims 178903 . mae s 461,438 {616
Frovision fo docbifl ek 1,455,480 . . 10540 R Wit
(hanges in e e of tradiogfinaneial asets 455 . . 5% 10,09 i
Inpaiment loss of avlble for sale finencil aed 14784 . e e 410,10 181,198
End ofservice indemniy Broision A 131 B iR 11488 1,0
5154068 6,31 Wi 5 190,747 17,64

According to income tax law, a 24% rate is used to calculate tax as at 31 December 2017,
Movement on deferred tax assets is as follows:

07 1016
Assets Liabilities Assets Liabilities
B D B} X))
beginning year balance 87,641 . 817,641
Additions 473,166 .
1,290,147 . 817,041
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14)Property and Equipment - Net

} December 117

(ot

Bilance asat { Janaary 2017
Additions

Dispesels

Balance as at 31 December 1647

Ketumieated depreciation
Balance as at § January 2017

hiions

Diposals

Balance a5 at 31 December 2017

Het ook value &k 31 Degember 2017

3 December 1016

(ot

Bilance asat 1 January 2016
Addiions

Dispesels

Balance a5 & 31 December 2646

Accumiated depreciation
Balance a5 at 1 fancary 2016

Kditions

iiposals

Ralance & at 31 December 201

et boolvalte as at 3 December 2016

15)Intangible Assets - Net

Balance as at 1 January
Additions

Amortizations

Amortizations during the year

Balance as at 31 December

25

Equipment, tools and

Linds Buifding fumituze Vehicles Decorations Toll

I B D I D B
#in L3041 Wi 3 1.4 136,75
: 1AW 47 44 B4, 136
: () {3,080 1) (5134
4,318 13041 46,31 100,53 7,0 1,383,100
14 58,68 6,517 0,608 i
%4 . 10,9% L 51,81
: . (é,319) (d6,91%)
. mm 30,95 30,5% b4 138,983
BN 1,066,485 ] T 1,64 1644 537
kin 061 55,108 7,43 8 JERAL)
- . 14,34 . 04 14,3%
. - {134.40) . (13,345) {14.438)
4340 138040 W, 76,133 T4 1,345,751
10,56 18 w47 iR §31,29
4% 1,74 500 15 4%
- {13H) . (B,6M) {44925)
: W 1B 68 6,517 0,608 133,30t
[N 1,003,183 0450 94t 5% {611,450

017 1016
Programs and Information systems
i\ J

84,108 82,816
. 1,392
(75,032) {1,123}
(3,409 (3,309
5,727 9,176
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16) Other Assets

2017 2016
&b i)
Restricted deposits - war fund 196,145 194,145
Prepaid expenses 1,676 13,69%
Refundable deposits 6,370 6,180
Others 1,574 1,583
237,765 277,106
17)Bank facilities
facilities type fnterest rate% facilities limit pitih 016
b Nl
Arab Bank L5 150,000 134,248 149,217
18)Accounts Payabie
017 2016
Jb D
Policy holders payables 667,753 849,913
Agents payables 65,034 41,145
Brokers payables 15,963 8,796
Employees payables 919 514
760,269 900,428
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19)Reinsurers payable

Local insurance companies
International reinsurance companies

20)Other provisions

£nd of service indemnity Provision
Employees vacations Provision

The following schedule represents the movement on other provisions.

Fui of service indemnity Provsion
Employees vacations Proision

21)0Other liabilities

Uncashed checks
Stamps deposits
Sales tax deposits
Reinsurers deposits
Deferred checks
Income tax deposits
Due to shareholders
Uneamned revenues
(ther Deposits
Accrued expenses

27

2017 2016
J0 I
133,404 18,12
59,359 147,13
192,763 375,315
2017 2016
D i
36,374 44,439
10,89 10,895
47,769 55,334
7 016
Bamceatthe  Arosethroughthe  Amount paid during  Balance at the end
beginning of the year year {he year of the year Total
D » b
4 B4 6,312 3,814 #“a
10,85 . 10,899 10,8%
55,334 3,41 1912 41,168 58,334
2017 2016
J J
666,393 584,704
354,952 39,07
1,059 168,033
146,468 160,863
205,034 116,589
5,198 179
5311 25,198
1,639 1,479
IR 20,31
3,000 3,000
1,547,503 1,457,431
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22) Subscribed Capital

2017 2016
D J
Balance at the beginning of the year 9,215,909 9,215,909
Increase in capitat - -
9,215,909 9,215,509

23) Reserves
Statutory reserve

This amount represents appropriations at 10% of net income before income tax during this
year and prior years. This reserve is not available for distribution to shareholders. The
company can stop transferring to the reserve when it reaches 25% of its authorized capital.

Voluntary reserves
This amount represents appropriations up to 20% of net income before tax during this year
and prior years. This reserve is available for distribution to shareholders.

24) Accumulated change in fair value

2017 2016
Jb i
Balance at the beginning of the vear {1,6M,842) {1,667,302)
Accumulated change in fair value during the year (37,783) {4,540)
{1,709,625) (1,671,842)
25) Accumulated losses
2017 2016
J i}
Balance at the beginning of the year (744,311) (1,246,590
Income for the year 1,319,982 528,532
Transferred to statutory reserve {103,903) (53,253)
Balance at the End of the year 474,768 (741,311)

28



Arab Assurers insurance Company
(Public Shareholding Company)
Amman - Jordan

Notes forming part of the Consolidated financial statements
For the year ended 31 December 2017 (continued})

26) Interest revenue

2017 2016
i JD
Bank interests 153,257 116,350
153,257 116,350
27) Net Profit from Financial Assets and Investments
2017 2016
b Jn
Rent Revenues 52,958 55,671
gaing on sale of trading financial assets {shares} _ . 5,098
Reversing impairment provision for investment property 15,735 .
Net change in fair value of trading financial assets (shares) {31,69%) {2,324)
37,002 58,446
28) Other revenue
2017 2016
I J
Administrative services revenues 51,380 88,612
Gain (loss) on sae of property plant and equipment 22,684 {1,233}
Qther 1,108 -
75,182 87,319
29) Employees Expenses
2017 2016
Jb i}
Salaries and wages 860,561 778 954
Company contribution in Social secrity 95,369 88,409
Heatth and tife insurance 65,347 62,200
Travel and transportation 19,404 26,199
Company contribution in employees savings plan 17,939 NH5
Rewards 19,925 10,144
Training 6,11 6,077
Total 1,104,816 993,998
Employees expenses allocated to underwriting accounts 883,88 795,198
Employees expense unallocated to underwiting accounts 110,963 198,800
1,104,816 993,998
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30) General and Administrative Expenses

Board members transportation fees
Lawsuits and governmental fees
Security

Water, electricity and heating
Professionals fees
Subscriptions

Stationary
Telecommunications
Maintenance

Rent

Non-Refundable sales tax
Tenders

Transportations and travel
Computer services

Property evaluation

Others

Vehicles

Bank interests

Hospitality

Advertisements

Fines

Insurance

Donations

Total
General & administrative expenses atlocated to underwriting accounts
General & administrative expense unallocated to underwriting accounts

31) Earnings Per Share

Prafit for the year
Weighted average outstanding shares

earnings per share from the years profit

30

2017 2016
D 0
77783 4,400
59,004 61,291
13,00 51,782
45,5 45297
67,142 48124
52,492 40,516
35,858 36,461
B,5M 28,630
18,893 20,443
18,088 17,40
20,150 16,300
16,517 13,903
8,798 11,482
8,162 11,469
6,303 4,000
8,004 5,269
5,831 9,260
16,871 8,812
6,285 7 467
5,055 5,045
36,983 3,304
2,48 2,49
2,580 1,725
555,990 514,992
430750 408,754
116,140 106,198
555,990 514,992
W7 2016
0 0
1,319,982 528,532
9,215,909 9,215,909
0,143 0,057
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32) Cash and Cash Equivalents

Cash and cash equivalents shown in statement of cash flows consists of debit balances at
financial position statement as follows:

017 2016
JD D

Bank deposits 4,818,363 4,304,490
Cash on hands and at banks 541,613 56,000
Banks facilities {134,198 {149,227)
Restricted depasits to the insurance authority's general manager (325,000} {325,000)
Restricted deposits {1,067,256) {1,055,647)

3,833,422 3,430,618

33) Related Party Transactions

~ During the year, the Company entered into transactions with the 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 2017.

The following is a summary of transactions with related parties during the year:

2017 2016
D 0

Written premiums 5,900 6,105
Board of directors travel and transportations expenses 45,515 38,400
Rewards and Consulting 44,400 40,400
Qther expenses 301,817 71,054
Consulting fees 17,010 30,839

424,642 186,798

Top Executive management (salaries, bonuses, and other benefits) are as foltows:

2017 2016
D D
Salaries and rewards 306,150 325,585
Travel expense 5,133 6,900
311,283 332,485

34) The Fair Value of Financial Assets and Liabilities Not Recognized at Fair Value

There’s no significant differences between the book value and the fair value for the assets
and labilities that are not recognized at fair value.
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35) Risk Management

First: Explanatory Disclosures:

Risk management is the evaluation of the risk process of measurement and development of
strategies to manage it, These strategies include the transfer of risks to another party,
avoiding and mitigating their adverse effect on the Company, in addition to accepting the
related consequences partially or wholly. Risk management can be divided into four sections:

- 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 guality 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.

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: ldentification 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 especially for similar companies.

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

e 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 activities profitable for the Company.

» Reduction: This is the process of decreasing the toss arising from the occurrence of risk.

» Acceptance: There should be a policy to accept unavoidable risks as acceptance of small
risks is an effective strategy.
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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
continuousty develops and upgrades the plan in effect.

Risk Management Arrangements

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.
« Cooperating with executive management to treat risks and mitigate riskiness.

« 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.

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

» Assessing risk.

Identifying methods to avoid and treat risk.
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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.

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 to be
available to maintain the Company’s continuity and viability. Hence, the necessity
to set the risk management strategy.

2. 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:

Motors
il Wi 1015 it 2013 &hefore
D b)) D D I
At the end ofthe year 7,160,539 10,3496 1435507 003,141 70,506,618
Afer one year : 10,186,639 £,196,708 5,146,160 1,725,080
After b years . . R 5,588,031 1,253,680
ter three years . 604,39 8176
Kiter four years . - . . Q05
Present expectation for the accumulated claims 116,59 10,185,419 §971.38 014350 9,050,337
Accumilated clans (3 9L47) (3.591,34) (0,685,050) (3,890.800) (31,597.159)
Ending belace a5 instatement of financial poston R 5.0 . 5% IRT]
Surplis {defici)fa the prefiminary estimate for reserve . 30 58,140 poam (8
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Marine
I 10t 05 04 13 & before
D i i i} N
At the end ofthe year 106 W% 659 T 409698
Afer ooa year . 54 4,39 T L4
After two years . £9 N XN
Afer thiee years : . . 13 30,34
After fouryears : : : . 186,88
Prosent expectation for the acumutated clans 160 53 {559 740 136288
Aocumulated claims (80 {869} (11,044) {7.380] (1467 355}
Lty a5 thestatement offsencil postion Otstanding s 13, 5,00 RIS 954 5%
Sunpls (defict) nthe prefiminary esimefo reserve . 18810 . {10,069) 1,136,609

Fire and Properties

07 10t 105 1014 1013 & before
D B ] ] b
4 the end ofthe yeur 8,38 40 14 31 5.4 b 11531
After coe year . 156,513 106,48 51,94 §,3i4.068
Alter bwo years . : 101,345 4.6 6,265,55%
Kiter thee years . 4 0,603,636
After Sour years . . . . B9 78
Present expectaionfor the accumufated clains 08 156,513 0,36 41 6,190,741
Accumeiated clims (15,300} (fHA70) (11840 (LA (89
Lty a5 thestatesent offiancl posion ulsanding g 5,068 304 8.9 B4 103,768
Surpls defct) inthe prefiminary estmetefo reserve . (12463 23,006 1418 (76,360}
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Responsibility

il fill) 1013 it 1013 & before

D I o B D
A the end of the year &40 “ 1 50 163,182
After one year : B 165 47 M0
After b years : . 1,615 9 m
After Chvee years : . . 114% 157,54
After fouryears : . . : 107,817
Present expectation for the accumilated claias i3 i 145 11,45 IR
Aecupulted claims () (115) {430 (35,10
Ligiiy a5 the statement o inancalposition Qutstanding claims 6% i) 0 10 pE3
Surplus(deficit) n the prefiminary estimate for reserve . 1% 540 {5,59) 55,965
Credit and guarantees

i 104 105 L 1013 & before

I i} I D D
At the endof the year B1,635 : B4 1843 148
After onejear . BAR igH] 55 54 B
After tuo years . - B0 5,17 553,45
Aftr thyee years . . . 5150 TR
it four years . : . - 1,356,561
Present expectation fr the accumolated claing §1,6% Bl Ik k) 1,536,367
Recomulated clains (1774) {10,45) {1415 {31,520} (1,343,1%3)
Liablity s inthestatement o inancal position Qutstanding cizs 63,31 LN 0 ] 13412
Surius (deict  the prefiminary estimate for reserve . {25,400 (%) Mo
Medical

07 1016 2015 104 1013 & before

D D D B B
Atthe end of the year 961,405 1,558 561,45 148,348 1%,
it one year : 1,236,503 LR L5 1.39,39
Afte tyoyears . . §39.505 1,508 300 1104
After three years . 150,00 11,5448
Alter four years . - . - 19,0
Present expecttion fr Uhe accumulated clains 961,405 1,036,163 9.5 150,09 1,350.087
Accumated claims (730.40) (1,05.053) {897,59) {408 (805
Lighity s inthe statement of financial positon Culstanding clams 10, 10910 1.9 #W $in
Surplus (efict} i the preliminary estimate for reserve . {160,178) (332, 40) (63,081) (1,820,803
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[¥3)

Personal accidents

it} 014 1015 044 1013 & before

I )] il 3 I
K the end of the year 45 5 15 W 8%
Alterone year . 6,05 i 10 A0
Afterten years 4 1 5%
Afterthree years : 144 mni
Ater four years . . . . 14 1%
Presentexpectaton forthe accunulaled clins 45 it 410 144 415
Accumuiated clains {109 (5,406) (3,680 0 (m)
Lty thesakement offnacl posion Oulstanding e 1 i i i 19
Surplas (defict) nthe peliminaryestimte for reserve . {037 (3,130 (§475) {60,360)
Life insurance

mi 016 1045 1014 1013 & before

I ] i I ]
it the endaf the year 548,10
Hfter ane year 5,551, 6
Afer two years 594060
hfter thoee years i)
After four years 5
Preseat expectation forthe accuntlaled clains S
Accumulated lais .
Ligklty s thestatement offnance posion Oulstanding s 5
St (defic) i the preiminaryestimatefor reserve 904

Insurance Risk Concentrations

The Company practice most of its activities in Jordan except for Reinsurance

agreements signed with companies located mostly in Europ

agreements to mitigate risks related to huge insurance claims

e. The company makes

Risk concentration for assets, liabilities and non-financial position statement items

is based on insurance types are as follows:

wir 06

Toial geinsurers portion Het Tota! reinsusers portion Net

D ) i)} i) i B
vehicles §43.800 1,74, 45 5,084, 54 1,175,i4 1,670,089 5,603,015
Harine and transles 495,51 M 58,507 528,800 M i
Fire and property 1,.305,8% L# 13,485 176,81 2,605,804 155,349
resporsibiity 0,5 . 9,5% §5.969 . §5,965
credit and puarantees £58,8 148,192 10,04 B1,083 70,563 10532
Hedical mm 7,68 965,00 %919 345 941,368
Personal Accidents 441 454 1900 4,486 4 5,41
Life 17,50 : 1,50 48,34 - 183M

TR 55851 §,973,760 191,569 486091 §,936,9%
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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 name of catastrophe risk treaties.

The concentration of assets and liabilities according to the geographical and Sector
distribution is as follows:
il 0t

hssels Eiabilfies off-finaacial Kssels Liabiies oft- Bnancial
By geopiaphical area ] ] ki )] ] i)
inide ordan 15,5440 950,81 W4 134398 08 MM
il east countries 10,682 : ‘ 10,662

15,554,6% FEN 341 13,804,590 980141 104, 14

w017 2016
ACCOLNS Accounts

By Sector receivables  Accountspayables  receivables  Accounts payables

B B ) D
General sector nn . 95,804
Companies and Institutions 1,617,067 926,150 1,617,067 1,260,443
Individuals 362,34 16,881 145,780 9,310

3,092,114 933,03 2,862,654 1,275,753

4, 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.

In order to reduce exposure to the financial risks that may arise from the major
insurance claims, the Company enters into reinsurance agreements with other
parties.

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

« 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.

« 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 optional 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.
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« The Company optionally returns 100% of risks excluded from contracts to the
reinsurance company (companies) classified as 1%t 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 1%t and 2™ class.

5. Insurance Risk Sensitivity

The table below represents the effect of the reasonable possible change of
underwriting prices on income statement and changes in equity statement assumed
other variables are constant

Impact on written  mpact on taxable impacton

Change’ premiums profit Shareholders
)] )] 3D b

Vehicles b 530,857 430,778 LR
Marine and transfer 5% 5,350 1340 1,778
Fire and property 5% Bmnm 3,505 1679
Responsibility ) 3,613 B 5
(redit and guarantees 5% 1,13 6,249 50,349
Medical 5% 67,514 3,445 1618
Personal Accidents 5% 6,138 1,949 1,41

639,581 509,414 387,154

The table below represents the effect of the reasonable possible change of cost of
claims on income statement and changes in equity statement taking into
consideration other variables are constant

Impact on the year ~ Impact on

Change% Impact on claims income fax Shareholders
i D )] D

Vehicles 5 385,402 {349,624 {265,714)
Marine and transfer 5% 1,406 (138) {105)
Fire and property 5% 5,281 m 168
Responsibility 5% i (164) (125)
(redit and guarantees 5 1,074 426 b1l
Medical 5% 56,878 {55,799} {2,407}
Personal Accidents 5% 433 (48) {36)
Life 5 i 954 75

451,753 (404,132} (307,140)

Net after deducting income tax
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b. Financial risks

The risks that the company faces revolve around the possibility of insufficient return
on investments to fund the obligations 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 liabilities. 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.

1- 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.

Share Price Risk

This represents the decrease in the fair value of shares investments. The company
manage this risk by investments diversification in many sectors and regions as shown
below in the table:

5% ]
07 1016 017 il
R )] B )]
shares listed on Amman stock exchange (9,554 B (19,54) (B0
foreign shares 53 5 (3 53

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 4% to 5% annually on Jordanian Dinar
deposits.
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The following table illustrates the sensitivity of exposure to interest rate at the
date of the financial statements. Moreover, the analysis below 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.

5 (%)
017 i3 07 06
I il b i
Intevests on bask deposits 1,463 5,818 (7,683) (3,818}

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 0.709 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.

Credit Risk

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

» Reinsurers.

» Policyholders.

¢ Insurance agents.

To mitigate credit risks, the Company performs the following:

e Sets credit limits for agents and intermediaries.

« Controls accounts receivable.

« Sets reinsurance policies at other high net worth parties.

« Maintains the Company’s cash balances at local and international banks.
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3- 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 liabi lities and technical

commitments.

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:

fess than 1 month to 4 6 moaths to i3
31 Deceber 2017 month three months months one year years
Liabilities: I )] b I i)
Banks facilities 14,18
Hecounts payables 760,269
Reinsurers payabies 192,763
other provisions 1,16
Income tax provision 14,1m
other labilites 300 1.539,50
Total liabilties 300 1818873 . . .
Total Assets REE 985,168 205,630 4,241,394 3,173,660
3 December 2016
Liahilites:
Banks payables LN
Accounts payables 50,428
Reinsurance payabes K35
ather provisions 55,34
other liabilities 3,000 145,43
Tofal liabilities 3,000 193,14 - . .
Total Assets 435049 793,410 171,706 3369435 3863,541
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4- 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.

5- 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.

36) Analysis of Main Sectors

A-Background for the company business sectors

General insurance sector includes insurance on Motor, Marine, Fire and Property,
Liability, medical and others, the sectors above also include investments and cash
management for the company. The activities between the business sectors are performed
based on commercial basis with the same conditions performed with others.

The following table represents the revenues, assets and capital expenditures according
to the geographical distribution:

2017 2016
J JD
Revenues from general insurance-Net 1,167,435 659,315
Reventes from life insurance-Net 19,872 {24,560)
Revenues from investments -Net 174,972 174,19
QOther revenues 75,182 87,379
1,437,461 896,930

B-Geosgraphic 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.

Inside: Jordan Qutside Jordan Total
i} 018 W 1016 Uil 06
] D B ] B )]
Total Revenues 12,140.40 11,515,684 . . 12,4040 11,575,884
Totd Assels 15,544,004 13,813,908 10,661 10,662 15,354,636 13,8145
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37) 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 law according to which it
was licensed to practice general insurance in all of its branches, jointly and severaily, is
JD 4 million,

b. To secure the continuity of the Company, and consequently, the Company's ability to
provide the shareholders with good returns on capital.

c. To make available the proper return to shareholders through pricing insurance policies in
a manner compatible with the risks associated with those polices.

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

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

2017 2016
JD JD

Core Capital

Paid in Capital 9,215,909 9,215,909
Statutory reserve 1,094,408 937,252
Issuance discount (3,330,636) (3,330,636)
Accumulated losses 474,768 {741,311)
Total Primary Capital 7,454,449 6,081,214
Supplementary capital:

Proparties investments 808,741 718,734
Cumulative change in fair value (1,709,625) {1,667,302)
Total Supplementary Capital (900,884) (938,568)
Total regulatory capital (a) 6,553,565 5,142,646
Total required capital (b) — 4,352,959 3,897,159
Solvency margin (a) / (b) 151% 132%
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38) Maturity Analysis of Assets and Liabilities

more than
Vithin one year one year Total

31 December 2017 b )] D
Assets
Bank deposits 4,818,363 4,818,363
Financial assets at fair value through profit or toss I . 31,225
Financial assets at fair value through comprehensive income . 364,961 364,961
Investment property . 1,577,205 2,571,205
Cash at hands and at bank 541,613 . 541,613
Checks under collection and notes receivables 985,288 985,288
Account receivable net 2,139,921 2,139,921
Reinsurers receivable net 912,192 - 912,192
Deferred tax assets . 87,641 817,644
Property and equipment - net 115,562 1,528,575 1,644,137
Intangible assets - net 2,566 1,161 5,121
Other assets 137,765 . 237,765

9,790,495 5,291,543 15,082,038
Liabitities
Unearned premiums revenue, net 4,344 915 4,344 915
Qutstanding claims reserve, net 1,638,083 1,638,083
Credit Banks 134,298 134,298
Accounts payable 760,269 760,269
Reinsurers payable 192,763 . 192,763
Qther provisions . 47,769 41,769
Income tax provisions 14,27 . 144,272
Other liabilities 1,547,503 . 1,547,503

9,762,103 47769.0 9,809,872
Net 28,391 5,243,774 5,272,166
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more than
Within one year one year Total

31 December 2016 )] J J
Assets
Bank deposits 4,304,492 4,304,492
Financial assets at fair value through profit or loss 68,467 . 68,467
Financial assets at fair vatue through comprehensive income . 402,743 402,743
property investments . 2,572,630 2,572,630
Cash in hands and at bank £56,000 - 656,000
Checks under coltection and note receivables 753,410 753,410
Account receivable net 3,158,821 3,158,827
Reinsurers receivable net 742,141 . 742,141
Deferred tax assets . 817,641 817,641
Property and equipment - net JZNAL! 1,588,236 1,612,450
Intangible assets - net 6,015 3,161 9,176
Other assets 217,706 . 277,706

9,991,770 5,384,411 15,375,683
Liabilities
Uneamed premiums revenue, net 3,786,381 3,786,381
Qutstanding claims reserve, net 3,150,616 3,150,616
Credit Banks 149,227 149,227
Accounts payable 500,428 900,423
Reinsurance payable 375,305 . 375,323
{thes provisions . 55,334 55,334
Qther liabilities 1,457 41 . 1,457,431

9,819,408 55,334 9,874,742
Net 171,864 5,309,077 5,500,941

39) Lawsuits against the company

There are law suits filed against the Company claiming compensation for a total
amount of JD 5,927,291 as of 31 December 2017 (2016: JD 5,373,021), 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 obligations shall arise that exceeds the allocated

amounts within the net claims reserve.
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40) Contingent Liabilities

2017 2016
JD Jb
Obligations against bank guarantees 196,437 504,246
Mortgaged property investments against banks facilities 200,000 200,000
396,437 704,246

41) Subsequent events

There's no critical subsequent events that materially affect financial statements.

42) Life insurance financial position

2017 2016
JD JD

Assets
Bank Deposits 70,409 113,124
Total Assets 770,409 113,124
Liabilities and equity
Technical Provision
Qutstanding claims reserve - net 27,500 49,244
Mathematical provision - net - .
Total technical provision 27,500 49,244
Head office account 42,909 21,165
Total Liabilities 70,409 70,409
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