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Independent Auditor's Report

AM/ 007043

To the Shareholders of

Delta Insurance Company

(A Public Shareholding Company)

Amman - The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Delta Insurance Company (A Public
Shareholding Company), which comprise the statement of financial position as of
December 31, 2018, and the statements of income, other comprehensive income,
changes in shareholders’ equity and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2018, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing.
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
together with the other ethical requirements that are relevant to our audit of the
Company’s financial statements in Jordan, and we have fulfilled our other ethical
responsibilities. 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, in our professional judgment, are the most significant matters in
our audit of the financial statements of the current year. These matters were
addressed in the context of our audit of the financial statements as a whole, and in
forming our opinion thereon, and we do not provide a separate opinion on these
matters.




Key Audit Matters

Scope of Audit to Address the Risk

Application of the International Financial
Reporting Standard Number (9) “Financial
Instruments”

The Company has adopted IFRS 9 “Financial
Instruments” effective January 1%, 2018, this
standard supersedes the requirements of IAS 39
“Financial instruments - recognition and
measurement”.

We considered this as a key audit matter due to
the judgements and estimates involved in the
application of the expected credit loss model.

The new standard addresses the classification,
measurement and derecognition of financial
assets and financial liabilities, and introduces new
rules for hedge accounting and a new impairment
model for financial assets.

The Company’s management has applied a
simplified approach to the calculate expected
credit loss (“"ECL") and determine the allowance
for impairment of trade receivable. The ECL
model involves the use of various assumptions,
macro-economic factors and the study of
historical trends relating to the Company’s trade
receivables collections experience.

As of December 31, 2018, the carrying amount of
trade receivables and financial assets subject to
impairment requirements amounted to
approximately JD 19.1 million and the provision
for expected credit loss amounted to
approximately JD 308 thousands.

The adequacy of the Provision for
Expected Credit Losses on Financial
assets

Accounts receivable and financial assets
constitute a major part of the Company’s
assets, and because of the importance of the
judgements used to prepare future
estimates and forecast set forth in IFRS (9),
it was considered as key audit matter.

The Company’s management exercises
significant judgment and uses assumptions
to determine both the timing and amount of
provision to be recorded as expected credit
losses.

The Company'’s total accounts receivable and
financial assets subjected to impairment
requirements are amounted to
approximately JD 19.1 million, and the
related provision for expected credit losses
amounted to JD 308 thousand as of
December 31, 2018.

We performed the following procedures in respect

to the implementation of IFRS 9:

¢ Reviewed management’s assessment of the
impact of IFRS 9 in terms of the classification
and measurement of its financial assets and
liabilities, and understood the approach taken
towards implementation.

¢ Reviewed the expected credit losses model
developed by management to that required by
IFRS 9 and reviewed the reasonableness of
the methodology in comparison to accepted
best practice. We also tested the accuracy of
the model;

o Tested key assumptions, used by
management, by comparing to historical data.
We also considered the incorporation of
forward looking factors to reflect the impact of
future events on expected credit losses;

¢ Reviewed of the receivables aging and the
credit for the financial assets subject to the
impairment requirements which have been

provided to wus by the Company's
management.
o Involved our specialists to review the

in the expected credit
compared it against

methodology used
losses model; and
accepted best practice.

The important accounting policies and accounting
estimates are presented in Notes (2), (3), and
(42) to the financial statements.

We have understood the Company's key
operations used in the preparation of the
assumptions and estimates used and set forth
in International Financial Reporting Standard

(9).

We have also read out the Company’s
expected credit loss provisioning policy in
relation to International Financial Reporting
Standard (9). Furthermore, we have
understood the methodology used by the
Company to determine the provisions against
each category, and the reasonableness of the
underlying assumptions, the adequacy of the
data used by the Company, and the use of
experts were appropriate to satisfy ourselves
about these data.

i D v




Key Audit Matters

Scope of Audit to Address the Risk

Technical Provisions

Technical provisions are key audit matters.
Moreover, technical provisions amounted to
1D 11,413,087, representing approximately
69% of total liabilities as of December 31,
2018. In addition, the Company assesses
technical provisions according to the
requirements of International Financial
Reporting Standards and the requirements
of regulatory bodies. As such, technical
provisions are calculated based on the
adopted accounting policies, the Company’s
estimates, and historical data on claims.
The reinsurers’ share from the technical
provisions is re-calculated based on the
related signed agreements. Furthermore,
Executive Management appoints a certified
actuary and a loss adjuster to periodically
review the adequacy of the technical
provisions.

Other Matter

We have selected a sample of Accounts
Receivable and financial assets subjected to
impairment requirements to review the
following:

¢ The completeness of Accounts Receivable

information included in the calculation
process of expected credit loss.
o The appropriateness of the Company's

determination of the significant increase in
credit risk and the basis for the classification
of exposures into different stages.

s Reviewing and understanding the models
used by the Company based on the
simplified approach and the appropriateness
with the International Financial Reporting
Standard (9).

¢« Management's estimate of future cash flows,
their reasonableness, and outcome of the
calculation of provisions.

The significant accounting policies, accounting
estimates, and management disclosures are
presented in notes (2), (3), and (42) to the
financial statements

The followed audit procedures include
understanding the nature of the technical
provisions, testing the adopted internal control
environment, assessing the reasonableness of

the estimates and assumptions, and the
adequacy of the provisions prepared by
management. This is carried out through

studying a sample of the technical provisions
and reinsurers’ share and its calculation,
obtaining the support of the loss adjuster and
the Company’s lawyer, and comparing the
sample with its related provisions. In addition,
the certified actuary’'s reports were reviewed in
respect to the adequacy of the technical
provisions. Moreover, we assessed the
appropriateness adequacy of disclosures on the
technical provisions.

The accompanying financial statements are a translation of the statutory financial
statements in the Arabic to which reference is made.




Other Information

Management is responsible for other information which comprises information in
the annual report excluding the financial statements and the independent auditor’s
report thereon. Furthermore, we expect the annual report to be made available to
us after the date of our audit report. Our opinion on the financial statements does
not cover other information, and we do not express any form of assurance or
conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read
the other information when it becomes available to us. In doing so, we consider
whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit, or otherwise appears to be
materially misstated.

Responsibilities of Management and Those Charged with Governance for
the Financial Statements

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

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

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

As part of an audit in accordance with ISA’s, we exercise professional judgement
and maintain professional skepticism throughout the audit. We also:

° Identify and assess the risks of material misstatement of the 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 the one
resulting from error, as fraud may involve collusion, forgery, intentional
omission, misrepresentations, or the override of internal control.

o 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
expressing an opinion on the effectiveness of internal control.

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




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

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

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
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguard
procedures.

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

Report on Other Legal and Regulatory Requirements

The Company maintains proper accounting records, duly organized and in line with
the accompanying financial statements, and we recommend that they be approved
by the General Assembly of shareholders.

Amman - Jordan Deloitte & Touché (M.E.) - Jordan
February 28, 2019




DELTA INSURANCE COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
STATEMENT OF FINANCIAL POSITION

December 31,

ASSETS _ Note 2018 2017
D D
Deposits at banks - Net 4 10,380,551 9,652,275
Financial assets at fair value through other comprehensive income 5 601,348 773,297
Financial assets at fair value through profit or loss 6 324,373 -
Financial assets at amortized cost - net 7 3,554,712 3,556,152
Investment property 8 2,623,803 2,623,803
Total Investments 17,484,787 16,605,527
Cash on hand and balances at banks - net 9 897,510 578,231
Cheques under collection - net 10 366,734 434,323
Receivables - net 11 3,323,536 2,424,724
Re-insurers' receivables - net 12 295,403 441,034
Deferred tax assets 20/b 433,120 351,433
Property and equipment - net 13 2,955,937 3,060,579
Intangible assets - net 14 10,620 10,454
Other assets 15 407,882 355,220
TOTAL ASSETS 26,175,530 24,261,525
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Unearned premiums reserve - net 4,866,387 4,159,823
Outstanding claims reserve - net 6,329,666 6,638,811
Mathematical reserve - net 16 217,034 92,475
Total Insurance Contracts Liabilities 11,413,087 10,891,109
Payables 17 1,143,137 1,130,049
Re-insurer's payables 18 1,505,353 956,823
Sundry provisions 19 305,628 312,160
Provision for income tax 20/a - =
Other liabilities 21 2,081,698 1,485,000
TOTAL LIABILITIES 16,448,903 14,775,141
SHAREHOLDERS' EQUITY
Authorized and paid-up capital 22 8,000,000 8,000,000
Statutory reserve 23 1,586,624 1,569,090
Voluntary reserve 23 15,948 15,948
Financial assets valuation reserve 24 (168,372) (327,433)
Retained earnings 25 292,427 228,779
Total Shareholders' Equity + 9,726,627 9,486,384
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 26,175,530 24,261,525

Chairman of the Board of Directors

General Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.

- 6 -




DELTA INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF INCOME

Revenue:

Gross written premiums - general insurance
Gross written premiums - life insurance
Less: Re-insurers' share-general insurance
Less: Re-insurers' share-life insurance
Net Written Premiums

Net change in unearned premiums reserve
Net change in mathematical reserve

Net Earned Written Premiums
Commissions' revenue

Insurance palicies issuance fees

Interest revenue

For the Year Ended

December 31,

Cash dividends from financial assets at fair value through other

comprehensive income
Other revenues - net

Total Revenues

Claims, Losses and Expenses:
Paid claims
Less: Recoveries
Re-insurers' share
Net Paid Claims
MNet change in claims reserve
Allocated employees' expenses
Allocated general and administrative expenses
Excess of loss premiums
Policies acquisition cost
Other expenses related to undenwriting

Net Claims Costs

Unallocated employees' expenses

Unallocated general and administrative expenses
Life insurance administrative expenses
Depreciation and amortization

Other expenses

Provision for doubtful debt

Total Expenses
Income / (Loss) for the Year before Tax
Deferred tax assets

Income / (Loss) for the Year

Earnings per Share for (Loss) / Profit for the Year

Chairman of the Board of Directors

Note 2018 2017
D D

14,527,350 12,709,422
579,574 168,644
4,693,254 4,121,788
119,650 34,952
10,294,020 8,721,326
(706,564) 463,775
16 (124,559) 4,664
9,462,897 9,189,765
888,193 959,943
318,296 288,789
26 778,408 641,308
27 22,423 18,407
28 75,235 123,376
11,545,452 11,221,588
12,199,320 11,729,005
2,125,304 1,827,861
1,927,587 1,874,462
8,146,429 8,026,682
(309,145) 371,892
29 1,059,009 1,060,885
30 442,873 439,103
187,147 232,912
628,189 464,727
339,465 271,660
10,493,967 10,867,861
29 264,752 265,221
30 110,718 109,776
31 295,280 142,021
127,742 130,503
32 75,163 23,717
2,489 =
876,144 671,238

175,341 (317,511)
38,549 17,820

213,890 (299,691)

33 0.027 (0.037)

General Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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DELTA INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF COMPREHENSIVE INCOME

Income / (loss) for the year

Other Comprehensive Income Items:

Items that will not be reclassified subseguently to the statement of income:

Net change in financial assets valuation reserve
Gain from sale of financial assets through other comprehensive income
Total Other Comprehensive Income Items

Total Comprehensive Income / (Loss) for the Year

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL

For the Year Ended

December 31,

2018 2017
D D
213,890 (299,691)
159,061 (246,176)
3,894 60,408
162,955 (185,768)
376,845 (485,459)

STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING

AUDITOR'S REPORT.
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DELTA INSURANCE COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
STATEMENT OF CASH FLOWS

For the Year Ended

December 31,

Note 2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES: D 1D

Income / (loss) for the year before tax 175,341 (317,511)
Adjustments for Non Cash items:
Depreciation and amortization 13&14 127,742 130,503
(Gain) from sale of property and equipment 28 162 (6,250)
Interest revenue 6 (778,408) (641,308)
Provision for end-of-service indemnity 9 15,815 23,717
Provision for expected credit loss 2,489 =
Met change in unearned premiums reserve 706,564 (463,775)
Net change in outstanding claims reserve (309,145) 371,892
Net change in mathematical reserve 16 124,559 (4,664)
Cash Flows (used in) from Operating Activities before Changes in Working Capital 65,118 (907,396)

Decrease in cheques under collection 65,418 193,393

(Increase) decrease in receivables (1,019,790) 149,402

(Increase) decrease in re-insurers' receivables (196,211) 517,517

(Increase) decrease in other assets (18,117) 4,520

Increase in accounts payable 13,088 399,512

Increase (decrease) in re-insurance payable 548,530 (117,926)

Increase (decrease) in other liabilities 596,657 (131,993)
Net Cash Flows from Operating Activities before Income Tax and End of Service-Indemnity Provision 54,733 107,029

End of service-indemnity provision paid 19 (22,347) (5,388)

Income tax paid 20 (34,545) (119,855)
Net Cash Flows (used in) Operating Activities (2,159) (18,214)

CASH FLOWS FROM INVESTING ACTIVITIES:

Deposits at banks (170,311) (4,559,057)

Interest income received 778,408 641,308

Selling (purchase) of financial assets at fair value through other comprehensive income 331,010 (30,483)

Proceeds from sale of financial assets at fair value through profit or loss (324,374) 405,449

(Purchase) of financial assets at amortized cost - (1,500,000)

(Purchase) of property and equipment 13 (19,973) (63,627)

Proceeds from sale of property and equipment 176 6,250

(Purchase) of intangible assets 14 (3,630) (7,700)
Net Cash Flows from (used in) Investing Activities 591,306 (5,107,860)

CASH FLOWS FROM FINANCING ACTIVITIES:

Distributed dividends - (639,748)
Net Cash Flows (used in) Financing Activities - (639,748)
Net Increase (Decrease) in Cash 589,147 (5,765,822)

Cash and cash equivalent - beginning of the year 5,346,449 11,112,271
Cash and Cash Equivalent - End of the Year 34 5,935,596 5,346,449

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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(A PUBLIC SHAREHOLDING LIMITED COMPANY)

DELTA INSURANCE COMPANY

STATEMENT OF UNDERWRITING REVENUES FOR THE LIFE INSURANCE ACTIVITIES

AMMAN - JORDAN

Written Premiums:
Direct business

Gross Premiums

Less: Foreign re-insurers' share

Net Premiums

Add: Balance - beginning of the year
Mathematical reserve
Less: Re-insurers' share

Net Mathematical Reserve

Less: Balance - end of the year
Mathematical reserve
Less: Re-insurers' share

Net Mathematical Reserve

Net Revenue Earned from Written Premiums

For the Year Ended

December 31,

2018 2017
1D 1D
579,574 168,644
579,574 168,644
119,650 34,952
459,924 133,692
192,178 156,927
99,703 59,788
92,475 97,139
596,785 192,178
379,751 99,703
217,034 92,475
335,365 138,356

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.

- 14 -




DELTA INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF PAID CLAIMS COST FOR THE LIFE INSURANCE ACTIVITIES

Paid claims

Less:

Foreign re-insurers' share

Net Paid Claims

Add:
Outstanding claims reserve - end of the year
Reported
Unreported

Less: Re-insurers' share

Net outstanding claims reserve - end of the year

Reported
Unreported

Less:
Outstanding claims reserve - beginning of the year
Reported
Unreported

Less: Re-insurers’ share

Net outstanding claims reserve - beginning of the year

Reported
Unreported

Net Paid Claims Cost

For the Year Ended

December 31,

2018 2017
D o
11,734 10,390
10,164 8,685
1,570 1,705
26,770 31,884
5,000 5,000
21,990 26,049
9,780 10,835
4,780 5,835
5,000 5,000
31,884 33,454
5,000 5,000
26,049 26,763
10,835 11,691
5,835 6,691
5,000 5,000
515 849

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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DELTA INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING PROFIT FOR THE LIFE INSURANCE ACTIVITIES

For the Year Ended

December 31,

2018 2017
D D
Net earned revenue from written premiums 335,365 138,356
Less:
Net paid claims cost 7 515 849
334,850 137,507
Add:
Commissions received 22 2
Insurance policies issuance fees 6,088 4,272
Investment revenue related to underwriting accounts 26,760 22,161
Total Revenues 32,870 26,435
Less:
Policy acquisition fees 78,400 11,151
Administrative expenses related to underwriting accounts 352,899 161,665
Total Expenses 431,299 172,816
Underwriting (Loss) Profit (63,579) (8,874)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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DELTA INSURANCE COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
STATEMENT OF FINANCIAL POSITION FOR THE LIFE INSURANCE BRANCH:

December 31,

ASSETS 2018 2017
D D
Deposits at banks - 498,599
= 498,599

135,116 40,968
298,532 91,211

Cash on hand and balances at banks

Accounts receivable

Other assets 5,569 6,082
Total Assets 439,217 636,860
LIABILITIES AND HEAD OFFICE EQUITY
LIABILITIES
15,632 5,048

Accounts payable
Re-insurers' payables 80,942 17,564

Other liabilities 41,396 5,756

TECHNICAL RESERVES

Net mathematical reserve

217,034 92,475
9,780 10,835
226,814 103,310

Net unreported outstanding claims reserve

Total technical reserves

TOTAL LIABILITIES 364,784 131,678

HEAD OFFICE'S EQUITY

Head Office current account

138,012 514,056

Net underwriting (loss) (63,579) (8,874)

Total Head Office's Equity 74,434 505,182

TOTAL LIABILITIES AND HEAD OFFICE'S EQUITY 439,217 636,860

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING

AUDITOR'S REPORT.
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DELTA INSURANCE COMPANY
(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN
NOTES TO THE FINANCIAL STATEMENTS

. General

Delta insurance company was registered during the year 1976 as a Jordanian
Public Shareholding Company in accordance to the companies law No. (22) for
the year 1997 under registration number of (109) with a paid—up capital of JD
200,000 divided into 200,000 shares at par value of one Jordanian Dinar per
share. The Company’s capital increased gradually to reach JD 8 million divided
into 8 million shares at par value of one Jordanian Dinar per share during the
year 2008.

The Company is located in Jabal Amman, third circle, P.O. Box 3055 Amman -
11181 Jordan.

The Company’s main activity is engaging in all insurance business streams,
including vehicles, marine and transportation, fire and other damages,
liability, medical, credit, other insurance streams and life insurance sector.

The accompanying financial statements were approved by the Board of
Directors in their meeting held on February 28%", 2019 and are subject to the
approval of the General Assembly of Shareholders.

Accounting Policies

Basis of Preparation

The financial statements have been prepared according to the standards
issued by the International Accounting Standards Board, and in accordance to
the local laws and regulations in force, as well as the forms prescribed by the
Insurance Management.

The financial statements have been prepared according to the historical cost
principle except for the financial assets and liabilities that appear at fair value
at the date of the financial statements.

The Jordanian Dinar is the reporting currency of the financial statements,
which represents the functional currency in the Company.

The accounting policies adopted for the current year are consistent with those
applied in the year ended December 31, 2017, except to what is mentioned in
Note (42-a).

The following are the significant accounting policies:

Sector Information

The business sector represents a set of assets and operations that jointly
provide products or services subject to risks and returns different from those
related to other business sectors, which is measured according to the reports
used by the chief executive officer and the main decision maker of the
company.

The geographic sector relates to providing products or services in a defined

economic environment subject to risks and returns different from those
related sectors working in other economic environments.
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Financial Instruments

Initial recognition and measurement

Financial assets and liabilities are recognized in the Company's statement of
financial position when the Company becomes a party to the contractual provisions.

Financial assets and financial liabilities are initially measured at fair value.
Moreover, transaction costs directly attributable to the acquisition or issue of
financial assets and liabilities are added to the fair value of the financial assets or
financial liabilities, or deducted from them, where necessary, at initial recognition.
The transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognized directly in the
statement of income.

If the transaction price is different from the fair value at initial recognition, the
Company treats this difference as follows:

° If fair value is determined at an active market price for identical assets or
liabilities or based on a valuation method that uses only observable inputs in
the market, the difference in profit or loss is recognized on initial recognition
(i.e., gain or loss on the first day).

° In all other cases, fair value is adjusted to the transaction price (that is, the
first day gain or loss will be deferred by including it in the initial carrying
amount of the asset or liability).

After initial recognition, the deferred gain or loss will be taken to the statement of
income on a rational basis, only to the extent that a change in factor (including
time) is taken into account by the market participants when pricing the asset or
liability or when this instrument is derecognized.

Financial Assets

Initial recognition

All financial assets are recognized on the trade date when the purchase or sale of a
financial asset under a contract requires the terms of delivery of the financial asset
within a time frame determined by the relevant market. Moreover, the financial
asset is initially measured at fair value plus transaction costs except for those
financial assets classified as at fair value through the statement of income.
Transaction costs directly attributable to the acquisition of financial assets
designated at fair value through profit or loss are recognized in the statement of

income.

Subsequent measurement

Measurement of all recognized financial assets within the scope of IFRS 9 requires
subsequent measurement at amortized cost or fair value based on the entity's
business model for managing financial assets and their contractual cash flow

characteristics.

Specifically:

o Financial instruments held in the business model for collecting contractual
cash flows with contractual cash flows that are only principal and interest
payments on the principal outstanding, and are subsequently measured at
amortized cost; and

o Financial instruments held in the business model for both collecting
contractual cash flows and selling debt instruments with contractual cash
flows that are only principal and interest payments on the principal
outstanding and are subsequently measured at fair value through other
comprehensive income;
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. All other financing instruments (such as debt instruments managed at fair
value or held for sale) and equity investments are subsequently measured at
fair value through the statement of income,

However, the Company may, after initial recognition of the financial asset, may
make an irrevocable choice/designation concerning the financial asset on an
individual basis, as follows:

» The Company may make an irrevocable choice to include in other
comprehensive income the subsequent changes in the fair value of the equity
investment not held for trading or potential replacement recognized by the
acquirer within the business combinations to which IFRS 3 applies; and

The Company may irrevocably determine the financial instruments that fuifill the
standards of amortized cost or fair value through other comprehensive income and
are measured at fair value through the statement of income If it significantly
eliminates or reduces the accounting mismatch (referred to as the fair value

option).

Debt Instruments at Amortized Cost or at Fair Value through Comprehensive income
The Company evaluates the classification and measurement of the financial asset
based on the contractual cash flow characteristics and the Company's business
model for asset management.

For an asset classified at amortized cost or at fair value through comprehensive
income, its contractual terms should result in cash flows that are only principal and
interest payments on the principal outstanding.

For the purpose of testing the principal and interest payments on the principal
outstanding, the asset is the fair value of the financial asset at initial recognition.
This principal amount may change over the life of the financial asset (for example,
if there is a principal repayment). Interest consists of the allowance for the time
value of money, the credit risk associated with the original amount outstanding
over a given period of time, and other basic lending options and risks, as well as
the profit margin. An assessment of the principal and interest payments is made for
the principal amount outstanding in the currency in which the financial asset is
evaluated.

Contractual cash flows represent the principal and interest payments on the
principal outstanding and are consistent with the underlying funding arrangement.
Contractual terms involving exposure to risks or fluctuations in contractual cash
flows unrelated to the underlying financing arrangement, such as exposure to
changes in equity prices or commodity prices, do not result in contractual cash
flows that are only from principal and interest payments. A financial asset granted
or acquired may also be the primary financing arrangement regardless of whether it
is a loan in its legal form.

Evaluating the Business Model

Evaluation of business models for the management of financial assets is essential
for the classification of financial assets. Moreover, the Company defines business
models at a level that reflects how the groups of financial assets are managed
together to achieve a particular business objective. In this regard, the Company’s
business model does not depend on the management’s intentions concerning an
individual instrument, and therefore, the business model is evaluated at a group
fevel and not on an instrument-by-instrument basis.
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The Company adopts more than one business model to manage its financial
instruments that reflect how the Company manages its financial assets to generate
cash flows. In addition, the Company's business models determine whether cash
flows will result from the collection of contractual cash flows, the sale of financial
assets, or both.

The Company takes into account all relevant information available when conducting
an evaluation of the business model. However, this assessment is not done on the
basis of scenarios that the Company does not expect to occur reasonably, such as
the so-called "worst case" or "stress state" scenarios. The Company also takes into
account all available relevant evidence such as:

o The portfolio stated policies and objectives and the application of those
policies whether the management strategy focuses on obtaining contractual
revenues, maintaining a specific profit rate, matching the period of financial
assets with the period of financial liabilities that finance those assets, or
achieving cash flows through the sale of assets;

o How to evaluate the performance of the business model and financial assets
held in this business model and to report to key management personnel;

o Risks affecting the performance of the business model (and the financial
assets of that model), in particular the manner in which such risks are
managed; and

o How to compensate business managers (for example, whether compensation
is based on the fair value of the assets managed or on the contractual cash
flows received).

Upon initial recognition of the financial asset, the Company determines whether the
newly recognized financial assets are part of an existing business model or whether
they reflect the beginning of a new business model. The Company evaluates its
business models in each reporting period to determine whether business models
have changed since the prior period.

When a debt instrument measured at fair value through comprehensive income is
derecognised, the cumulative gain / loss previously recognized in comprehensive
income is reclassified as equity to the statement of income. On the other hand, for
equity investments measured at fair value through comprehensive income, the
cumulative gain / loss previously recognized in comprehensive income is not
subsequently reclassified to the statement of income but transferred directly to
equity.

Debt instruments that are subsequently measured are carried at amortized cost or
at fair value through comprehensive income for impairment testing.

Reclassification

If the business model in which the Company retains financial assets changes, the
financial assets that have been affected are reclassified. The classification and
measurement requirements relating to the new class are effective from the first day
of the first reporting period after the change in the business model resulting in the
reclassification of the Company's financial assets. Changes in contractual cash flows
are considered in the accounting policy for the adjustment and disposal of the
financial assets described below.
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Impairment
The Company recognizes the expected credit loss provisions on the following

financial instruments that are not measured at fair value through the income
statement:

Balances and deposits with banks and financial institutions.
Receivables and reinsurers receivables.

Financial assets at amortized cost (debt instruments).
Checks under collection

No impairment loss is recognized in equity instruments.

The Company calculates the impairment of financial statements using the simplified
approach.

Defining Default

The definition of default is very important in determining the expected credit loss. It
is used to measure the value of credit loss, because default is a component of the
probability of default that affects the measurement of credit losses.

Impairment of Financial Assets

The Company takes a provision for the expected credit losses on receivables,
checks under collection, and reinsurers’ receivable. The expected credit losses are
updated on each reporting date to reflect changes in creditworthiness since the
initial recognition of the relevant financial instrument.

The Company continuously records the expected credit losses over their lives as
regards receivables, checks under collection, and reinsurers’ receivable. Moreover,
the expected credit losses are estimated using a provision matrix based on the
Group's previous credit loss experience and adjusted to the factors relating to
debtors, general economic conditions, and assessment of the current and future
conditions at the reporting date, including the time value of cash, as appropriate.

For all other financial assets, the Company recognizes the expected credit losses
over their lifetime if there has been a significant increase in credit risk since initial
recognition. The expected credit loss over its life span represents the expected
credit losses that will arise from all probable defaults over the course of the
expected lifetime of the financial instrument.

Provision for the Expected Credit Losses

The Company has adopted the simplified method to recognize the expected credit
losses over their lifetime concerning receivables, checks under collection, and
reinsurers’ receivable as permitted by IFRS 9. Accordingly, non-impaired
receivables, checks under collection, and reinsurers’ receivable that do not contain
a significant component of finance have been classified within the second stage with
the recognition of expected credit losses over their lifetime.

A provision for the expected long-term credit loss of a financial instrument should
be recognized if the credit risk on that financial instrument increases substantially
since initial recognition, and the expected credit loss is a potential weighted
estimate of the present value of the credit loss. This value is measured as the
present value of the difference between the cash flows due to the Company under
the contract and the cash flows that the Company expects to receive arising from
the weighting of several future economic scenarios, discounted at the effective
interest rate of the asset.
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The Company assesses whether there is an objective evidence of impairment on an
individual basis for each asset with an individual value and collectively for other
assets that are not individually significant.

Provisions for loss of credit losses are presented as a reduction of the total carrying
amount of financial assets at amortized cost.

Adjustment and Derecognition of Financial Assets

An adjustment is made to the financial asset when the contractual terms that
govern the cash flows of a financial asset are renegotiated or otherwise modified
between the initial recognition and maturity of the financial asset. The adjustment
affects the amount and / or timing of the contractual cash flows either immediately
or at a future date.

When a financial asset is adjusted, the Company assesses whether such an
adjustment results in derecognition. According to the Company's policy, the
adjustment leads to derecognition when it causes a significant difference in terms.

If a financial asset is derecognized, the provision for expected credit losses at the
derecognition date is re-measured to determine the net carrying amount of the
asset at that date. The difference between the adjusted carrying amount and the
fair value of the new financial assets with the new terms will result in a gain or loss
on derecognition.

When the contractual terms of a financial asset are modified, and the adjustment
does not result in derecognition, the Company determines whether the credit risk of
the financial asset has increased significantly since initial recognition by comparing:

o the probability of non-payment for the remaining period estimated on the
basis of data at initial recognition and original contractual terms; with

° the probability of non-payment for the remaining period at the reporting date
based on the modified terms.

When the adjustment does not result in derecognition, the Company calculates the
adjustment gain / loss to compare the total carrying amount before and after the
adjustment (except for the expected credit loss provision). The Company then
measures the expected credit loss of the adjusted asset, as the expected cash flows
arising from the adjusted financial asset are included in the expected cash deficit
from the original asset.

Derecognition of Financial Assets

The Company derecognises a financial asset upon expiry of the contractual rights
relating to the receipt of the cash flows from the asset, or when the entity has
transferred the financial asset, together with all significant risks and rewards of
ownership, to another entity. If the Company does not transfer or retain
substantially the risks and rewards of ownership and continues to control the
transferred asset, the Company recognizes its remaining interest in the transferred
asset and the related liabilities that the Company may have to pay. If the Group
retains substantially all the risks and rewards of ownership of the transferred asset,
the Company continues to recognize the financial asset.

Upon derecognition of any financial asset measured at amortized cost, the
difference between the carrying amount of the asset and the consideration received
or receivable is recognized in the statement of income.,
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Write-off

The Company derecognises financial assets when there is information indicating
that the debtor is experiencing financial difficulties, and there is no realistic
probability of recovery, for example. Such derecognition also applies if the debtor is
placed under liquidation, or he has filed for bankruptcy, or where trade receivables
are past due for more than two years, whichever is earlier. The Company may
continue to subject written-off financial assets to collection procedures, taking into
account legal advice, where appropriate. Meanwhile, any recoveries are recognized
in the statement of income.

Financial Liabilities and Equity Instruments Issued by the Company

Classification as Debt or Equity Instruments

Debt and equity instruments are classified either as financial liabilities or as equity
in accordance with the substance matter of the contractual arrangements, the
definitions of financial liabilities, and the equity instrument.

Equity Instruments

An equity instrument is defined as a contract that evidences ownership of the
remaining shares of an entity's assets after deducting all liabilities. The equity
instruments issued are recorded with the proceeds received net of the direct issue

cost.

Financial Liabilities

All financial liabilities are subsequently measured at amortized cost using the
effective yield method or at fair value through profit or loss. Financial liabilities that
are not (i) a potential consideration for the acquire in a business combination, (ii)
held for trading, or (iii) designated at fair value through profit or loss, are
subsequently measured at amortized cost using the effective yield method.

Other accounts payable are initially classified as "financial liabilities" at fair value
less transaction costs, whereas they are subsequently measured at amortized cost
using the effective yield method. Interest expense is recognized on an effective
yield basis except for short-term liabilities if the return recognition is insignificant.

The effective yield method is the method of calculating the amortized cost of a
financial liability and allocating the expense over the period in question. The
effective interest rate is the rate that exactly discounts the expected future cash
payments within the expected life of the financial obligation or, where appropriate,
a shorter period.

Derecognition of Financial Liabilities:

The Company derecognises financial liabilities when it is discharged from its
obligations, or when such obligations are canceled or expired. The difference
between the carrying amount of the derecognised financial liability and the
consideration payable or payable is recognized in profit or loss.

Foreign Exchange Gains and Losses
The carrying amount of financial assets recorded in a foreign currency is

determined and translated at the rate prevailing at the end of each reporting
period. Specifically:

° For financial assets measured at amortized cost that are not part of a specific
hedging relationship, the currency exchange differences are recognized in the
statement of income; and

o For debt instruments measured at fair value through comprehensive income
that are not part of a specific hedging relationship, the exchange differences
on the amortized cost of the debt instrument are recognized in the income
statement. Other exchange differences in comprehensive income are
recognized in the revaluation reserve; and

° if financial liabilities are part of a portfolio managed on a fair value basis, in
accordance with a documented risk management or investment strategy; or

° if a derivative is included in the basic financial or non-financial contract, and
the derivative is not closely related to the basic contract.
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Fair Value

Closing market prices (acquiring assets / selling liabilities) in active markets at the
date of the financial statements represent the fair value of traded financial
derivatives. In case declared market prices do not exist, some financial derivatives
are not actively trading, or the market is inactive, fair value is estimated by one of
several methods including the following:

- Comparing it with the market value of another financial asset with similar
terms and conditions.

- Analyzing future cash flows and discounting the expected cash flows based on
a rate used for similar instruments.

- Adopting option pricing modals.

The valuation methods aim at providing a fair value reflecting market expectations,
and take into consideration market factors, risks, and future benefits when
estimating the derivatives value. Moreover, financial assets, the fair value of which
cannot be reliably measured, are stated at cost less any impairment

Reinsurance and Reinsurers’ Accounts

The Company carries out reinsurance operations with other insurance and
reinsurance companies and is exposed in many areas to certain levels of risk.
Reinsurance operations include the relative share, excess loss agreements,
facultative reinsurance, and other forms of reinsurance that essentially cover all
types of insurance. Reinsurance contracts do not exempt the Company from its
obligations to policyholders. Failure of reinsurers to meet their obligations may
result in losses to the Company, and therefore, provisions are taken for the
uncollectible amounts. The recoverable amount of the reinsurer is estimated in a
manner commensurate with the Company's commitment for each claim.

Reinsurers' shares of insurance premiums and contributions, paid claims, technical
provisions, and all the rights and obligations resulting from reinsurance based on
agreements between the Company and reinsurers are accounted for on the accrual
basis.

Acquisition Costs of Insurance Policies
Acquisition costs represent the costs incurred by the Company against selling,

underwriting, or starting new insurance contracts. The acquisition costs are
recorded in the statement of income.

Intangible Assets
- Intangible assets obtained through merger are stated at fair value on their

acquisition date, Intangible assets obtained through other than merger are
stated at cost.

- Intangibles assets are classified according to their estimated lives: definite or
~indefinite. Intangible assets with a definite useful life are amortized over their
useful life, and amortization is recorded in the statement of income. Intangible
assets with indefinite lives are reviewed for impairment at the date of the
financial statements, and the impairment is recorded in the statement of
income.

- Internally generated intangible assets are not capitalized by the Company but
recorded in the income statement in the same year.

- Any indications to the impairment of these financial assets are reviewed as of

the date of the financial statements, Moreover, the life estimate of those assets
is reviewed, and any related adjustments are made in the subsequent years.
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Computer Programs and Systems
Software and computer systems are stated at cost on acquisition and amortized at

20% annually.

Provisions

Provisions are recognized when the Company has obligations on the date of the
statement of financial position as a result of past events, it is probable to settle the
obligation, and the amount of the obligation can be reliably estimated.

Amounts recognized as provisions represent the best estimate of the amounts
required to settle the obligation as of the date of the financial statements, taking
into consideration the risks and uncertainty relating to the obligation. When the
provision amount is determined on the basis of the expected cash flows for the
settlement of the current obligation, its current book value represents the present
value of these cash flows.

When it is expected that some or all of the economic benefits required from other
parties to settle the provision will be recovered, the receivable is recognized within
assets if receipt of the compensations is actually certain and their values can be
reliably measured.

Provision for End- of-service Indemnity
The provision for employees' end- of-service indemnity is calculated in accordance

with the Company's policy that complies with the Jordanian Labor Law.

The annual compensation paid to employees leaving the service is recognized in the
provision for end-of-service indemnity when paid, and a provision for the liabilities
incurred by the Company concerning the employees’ end- of- service indemnity is
taken to the statement of income.

Liability Adequacy Test
All insurance claims are evaluated for sufficiency and suitability as of the statement

of financial position date through calculating the present value of future cash flows
for outstanding insurance contracts.

If the evaluation indicates that the present value of the insurance claims (varied
and less convenient purchase expenditures and relevant intangible assets) is not
enough compared to the expected future outflows, then the whole amount of deficit
is taken to the statement of Income.

Cash and Cash Equivalents
This item represents cash and cash equivalents that mature over a period of three

months and include cash and balances at banks and banking institutions, less
restricted balances.

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 contracts, the Company reduces the
present value of the contracts and records the impairment loss in the statement of
income. The impairment is only recognized in the following two cases:

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

2. The event has a reliably and clearly measurable effect on the amounts the
Company will recover from reinsurers.
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Property and Equipment
Property and equipment are stated at cost net of accumulated depreciation and any

accumulated impairment losses. Moreover, property and equipment (excluding
land) are depreciated when they are ready for use based on the straight-line
method over their estimated useful lives using the following annual depreciation
rates. The depreciation expense is recorded in the statement of income:

%
Tools and equipment 15
Vehicles 15
Furniture and fixtures 10
Computers 20
Buildings 2

Depreciation is calculated for readily usable property and equipment when they are
being used for their intended use.

Property and equipment are showed at cost after deducting any impairment losses.

When the recoverable values of property and equipment is less than their carrying
amounts, assets are written down to their recoverable values, and impairment
losses are recorded in the statement of income.

The useful lives of property and equipment are reviewed at the end of each year. In
case the expected useful life differs from previous estimates, the change in
estimate is recorded in the following years, being a change in estimates.

Gains or losses on disposal of property and equipment, representing the difference
between their sale proceeds and their carrying value, are recorded in the statement
of income.

Property and equipment are derecognized when disposed of or when no future
benefits are expected from their use or disposal.

Mortgaged financial assets:
It's the financial assets that's mortgaged for other parties with the right of Selling

or remortgage , the evaluation of those assets continues according to the accounting
policies followed to evaluate each asset due to its original classification .

Real Estate Investments

- Real estate investments are stated at cost net of accumulated depreciation
(excluding land). In addition, impairment in their value is taken to the
statement of income. The operating revenues or expenses of these
investments are included in the statement of income. Moreover, these
investments (excluding land) are depreciated over their useful lives using the
straight-line method at an annual rate of 2%.

- In case of increasing of the fair value for the real estate investments which
were impairment in previous periods in previous periods, recovery of recorded
impairment losses is taken not exceeding cost or recorded fair value which is
lower

- Real estate investments are evaluated according to the decisions issued by
the Ministry of Industry and Trade and Insurance Management. Moreover,
their fair value is disclosed in the financial statements.
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Income Tax
Income tax expenses represent accrued taxes and deferred taxes.

1. Accrued Taxes
They are determined based on taxable income. Moreover, taxable income
differs from income declared in the statement of income, as declared revenue
includes non-taxable revenue, tax expenses not deductible in the current year
but deductible in the subsequent years, or accumulated losses acceptable by
the tax authorities, or allowable for tax deduction purposes.

Taxes are calculated according to the tax rates prescribed by the prevailing
laws, regulations, and instructions in Jordan.

2. Deferred Taxes
Deferred taxes are taxes expected to be paid or recovered as a result of
temporary timing differences between the value of the assets and liabilities in
the financial statements and the value of the taxable amount.

Deferred taxes are calculated according to the liability method in the statement
of financial position, based on the tax rates expected to be applied at the tax
liability settlement date, or the realization of the deferred tax assets.

The Rate of 26% has been used for the calculation of deferred tax for the year
2018 in accordance with Income tax Law Number (38) for the year 2018 which
will be implemented starting Jan 1, 2019 where the deferred taxes are
calculated according to the scheduled year or the expected for the future
periods.

The balances of deferred tax assets and liabilities are reviewed at the
statement of financial position date and reduced in case they are (wholly or
partially) not expected to be utilized, or the tax liability has been settled, or is
no longer needed.

Technical Reserves
Technical reserves are taken and maintained according to the regulations of the

Insurance Commission as follows:

- The reserve for unearned premiums for general insurance activities is
calculated according to the remaining days up to the expiry date of the
insurance policy after the financial statements date on the basis of a 365-day
year except for marine and land transport insurance in which the provision for
unearned premiums is calculated on the basis of underwritten premiums of
the valid policies on the date of the financial statements according to the
laws, regulations, and instructions issued for this purpose.

- The provision for reported claims is computed by determining the maximum
amount of the total expected costs for each claim on an individual basis.

- The premiums deficiency reserve and provision for incurred but not reported
(IBNR) claims are calculated based on the Company's experience and
estimates.

- The reserve for unearned premiums for life insurance activities is calculated

based on the Company's experience and estimates, as well as on the
actuary’s recommendation.
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- The mathematical reserve for life insurance policies is calculated based on the
actuarial equations which are reviewed periodically by an independent
actuary, as well as according to the instructions of the Insurance Commission.

- Actuarial expert

Offsetting
Financial assets and financial liabilities are offset, and the net amount is reflected in

the statement of financial position when there are binding legal rights to offset the
recognized amounts, the Company intends to settle them on a net basis, or assets
are realized and liabilities settled simultaneously.

Revenue Recognition

1. Insurance Contracts
Insurance premiums arising from insurance contracts are recorded as revenue
for the year (earned insurance premiums) on the basis of the maturities of time
periods and in accordance with the insurance coverage periods. Unearned
insurance premiums from insurance contracts at the date of the statement of
financial position are recorded as unearned insurance premiums within
liabilities.

Claims and incurred losses settlement expenses are recorded in the statement
of income based on the expected liability amount of the compensation relating
to the insurance policyholders or other affected parties.

2. Dividends and Interest
Dividends from investments are recorded when the right of the shareholders to
receive dividends arises upon the related resolution of the General Assembly of
Shareholders.

Interest income is calculated according to the accrual basis based on the
maturities of the time periods, original principals, and earned interest rate.

Recognition of Expenses
All commissions and other costs relating to the acquisition of new or renewed

insurance policies are amortized in the statement of income upon their occurrence.
Other expenses are recognized on the accrual basis.

Insurance Compensations
Insurance compensations represent paid claims for the period and the change in

the claims reserve.

Insurance compensations include all amounts paid during the year whether they
relate to the current year or previous years. Moreover, outstanding claims
represent the highest estimated amount for settlement of all claims resulting from
events prior to the statement of financial position date but still unsettled at that
date. Moreover, outstanding claims are calculated on the basis of the best
information available at the date of the financial statements and include the
provision for unreported claims.

Salvage and Subrogation Reimbursements
Estimates of salvage and subrogation reimbursements are considered in the

measurement of the insurance liability for claims.

General and Administrative and Employee Expenses

All distributable general and administrative and employee expenses are allocated to
the insurance branches separately. Moreover, around 80% of the non-distributable
general and administrative and employee expenses have been allocated to the
various insurance departments based on the earned premiums of each department
in proportion to total premiums.
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Staff Expenses
All employees 'distributable expenses are charged to each insurance branch on the

basis of the actual costs of each department. 80% of the non-distributable
employees' expenses are distributed to the various insurance departments on the
basis of the premiums earned for each department attributed to total premiums.
Administrative Expenses for Life Insurance

The staff Expenses for life insurance are recorded based on Accrued premiums
Attributable to the total premium.

Forejgn Currencies
The carrying amount of financial assets recorded in a foreign currency is

determined and translated at the rate prevailing at the end of each reporting
period.

The balances of financial assets and liabilities are transferred in Middle Foreign
currencies prices at the date of the financial position declared by the central bank of
Jordan.

The Balances of non- Financial assets and liabilities Shown at Fair value are
transferred in Foreign currencies at the date of Determination of it's fair value,

Foreign exchange gains and losses are recorded in Income statement.

Noncash foreign currencies Assets and liabilities are recorded as part of fair value
adjustment.

Expenses of Issuance or purchasing Company'’s shares
Any costs resulted from Issuing or purchasing Company shares are recorded in

Retained Earnings (In Net after Deducting the Tax impact for those costs if any). If
the process of issuing or purchasing is not completed, then the Expenses are
recorded as Income statement expenses.

3. Use of Estimates

Preparation of the financial statements and application of the accounting
policies require the Company’s management to perform estimates and
judgments that affect the amounts of the financial assets and liabilities, and
disclosures relating to contingent liabilities. These estimates and judgments
also affect revenues, expenses, provisions and changes in the fair value shown
within comprehensive income and shareholders’ equity. In particular,
management is required to issue significant judgments to assess future cash
flows and their timing. The aforementioned estimates are based on several
assumptions and factors with varying degrees of estimation and uncertainty.
Moreover, the actual results may differ from the estimates due to changes
resulting from the circumstances and situations of those estimates in the
future.

We believe that the estimates within the financial statements are reasonable
and the detalis are as follows:

- Income tax expense related to the year is according to laws and regulations.

- Management periodically revaluates the productive lives of tangible and
intangible assets for the purpose of calculating annual depreciation and
amortization based on the general condition of those assets and estimates of
their expected productive lives in the future, any impairment loss is taken to
the statement of income.
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The claims provision and technical provisions are estimated based on technical
studies, according to the instructions of the Insurance Commission, and based
on actuarial studies.

The claims provisions are made against the company based on legal studies
prepared by the company lawyer which in return can specify the probability of
risk might happen in the future, those studies are reviewed periodically.

Management estimates the amounts expected to be recovered from the
insurance companies and the Jordan Insurance Association for automobile
accidents based on studies prepared by the Company's management and
according to the available information and documents.

Fair value hierarchy: The Company is required to determine and disclose the
level in the fair value hierarchy into which the fair value measurements are
categorized in their entirety, segregating fair value measurements in
accordance with the levels defined in IFRS. Differentiating between Level 2
and Level 3 fair value measurements, i.e. assessing whether inputs are
observable and whether the unobservable inputs are significant, which require
judgment and a careful analysis of the inputs used to measure fair value,
including consideration of factors specific to the asset or liability.

Calculation of the provision for expected credit losses requires management to
use significant judgments and estimates to estimate the amounts and timing
of future cash flows and the risk of an increase in the credit risk of financial
instruments after initial recognition and based on future measurement
information for expected credit losses. The expected credit loss is measured
as an expected credit loss provision over the life of the asset.

Determination of the number and relative weight of scenarios, the outlook for
each type of product / market, and the determination of future information
relevant to each scenario: When measuring the expected credit loss, the
Company uses reasonable and supported future information based on the
assumptions of future variables of different economic variables and how these
variables affect each other.

Probability of Default: The probability of default is a key input in measuring
the expected credit loss. The probability of default is an estimate of the
probability of default over a given period of time, which includes the
calculation of historical data, assumptions, and expectations relating to future
circumstances.

Loss Given Default: Loss Given Default (LGD) is an estimate of loss resulting
from default, It is based on the difference between the contractual cash flows
due and those that the financer expects to collect, taking into account the
cash flows from the collateral (if any).
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4, Deposits at Banks

This item consists of the following:

December 31,

December 31, 2018 2017
Deposits Deposits
Deposits maturing maturing
maturing within one  within three
within one to three months to
month months one year Total Total
D D D D D
Inside Jordan:
Capital Bank of Jordan = - 2,815,671 2,815,671 2,550,012
Societe Generale Bank * 199,607 2,408,479 - 2,608,086 2,126,218
Blom Bank - - - - 2,334,045
Bank al Etihad 2,755,000 - 706,000 3,461,000 2,642,000
Cairo Amman Bank - - 1,500,000 1,500,000 -
2,954,607 2,408,479 5,021,671 10,380,757 9,652,275
Less: Expected credit
loss provision ** (1,197) (975) (2,034) (4,206) -
2,953,410 2,407,504 5,019,637 10,380,551 9,652,275

- Interest rates on deposits at banks in Jordanian Dinar ranged from 4.75 to
6.50% during the year 2018 (4.25% to 5.65% during year 2017)

- Mortgaged deposits to the order of the General Director of the Insurance
Management, in addition to his position, amounted to JD 325,000 as of
December 31, 2018 and 2017 and are held at Capital Bank of Jordan. The

deposit will mature within 6 months.

of D 199,607 cash margin against credit insurance.

**  The transaction related to expected credit loss as follows:

This amount represents the deposits maturing within one month of an amount

2018 2017
D D
Balance — beginning of the year (As disclosed
previously) = E
The impact of implementing IFRS 9 (Note 42) 4,206 -
The Adjusted Balance - Beginning of the Year 4,206 -
Balances - End of the Year 4,206 -
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5. Financial Assets at Fair Value through Other Comprehensive Income
This item consists of the financial assets at fair value through other
comprehensive income as follows:
December 31,
2018 2017
Inside Jordan D D
Quoted shares 274,218 276,680
274,218 276,680
Qutside Jordan
Quoted shares 327,130 230,091
Investment Fund * - 266,526
327,130 496,617
601,348 773,297
* The management had made an adjustments to its business model at the end
of the year 2018, where the Investment Fund has been reclassified from
financial assets at fair value through other comprehensive income portfolio
which appears in an amount of JD 342,373 as of December 31, 2018 to
financial assets at fair value through profit or loss.
6. Financial Assets at Fair Value through Profit or Loss
This item consists of the financial assets at fair value through income
statement as follows:
December 31,
2018 2017
Outside Jordan D D
Investment Fund * 324,373 -
324,373 =
* This item represents the value of an investment fund rolled by Gulf Capital
Company which was established in Cayman Islands based on the latest
evaluation available for the Company. In 2015, the Company singed an
agreement with Gulf Capital Investment to invest an amount of
USD 1,400,000 which is equivalent to JD 994,000, noting that JD 324,373
represents the fair value invested at the date of the financial statements.
7.  Financial Assets at Amortized Cost

This item consists of the financial assets at amortized cost as follows:

December 31

2018 2017

Inside Jordan 1D JD
The Jordanian Government treasury bonds * 1,275,152 1,275,152
Capital Bank of Jordan bonds ** 781,000 781,000
Arab International Hotels bonds *** 1,000,000 1,000,000
Jordan Ahli Bank bonds **** 500,000 500,000

3,556,152 3,556,152
Less: Expected credit loss provision *#**** (1,440) -

3,554,712 3,556,152

The Jordanian Government treasury bonds are in U.S Dollar and matures on
January 31, 2027 with fixed return rate. The interest rate ranges between
5.75% - 6.125% and are paid on two instatement during the life time on the
bond.
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The Capital Bank of Jordan bonds mature on March 1, 2020 and are in U.S
dollar with a fixed return rate of 6.85%, and are paid on two instalments;
on March 1 and September 1, during the bond life, and are listed on
Amman Stock Exchange.

The Arab International Hotels bonds mature on January 29, 2022 with a
fixed return of 5.5% and are paid on two instalments; on January 29 and
July 29, during the life of the bond, and are in Jordanian Dinar and listed
on Amman Stock Exchange.

Jordan Ahli Bank bonds mature on October 12, 2023 with a fixed return
and an interest rate ranges between 6.75% - 7.5%, and are paid on two
instalments; on October 12 and April 12, during the bond life, and are
issued in Jordanian Dinar and listed on Amman Stock Exchange.

*x%*%% The movement on expected credit Loss is provisions as follows:

2018 2017
D D
Balance beginning of the year (As disclosed
previously) - -
Impact of implementing IFRS (9) — Note (42) 1,440 -
The Adjusted Balance - Beginning of the Year 1,440 -
Balance - End of the Year 1,440 -

8. Investment Property
This item represents the cost of a plot of land that was bought during the year
2011, for JD 1,340,863 in addition to the cost of plot of land that was bought
during the year 2015 for JD 1,282,940. The plots were evaluated during 2018
by three accredited appraisers in accordance to the laws and regulations of
the Insurance Management (previously Jordan Insurance commission), and
their average estimated market value amounted to JD 1,431,629 and JD
1,367,330 respectively.
9. Cash on Hand and Balances at Banks - Net
This item consists of the following:
December 31,
2018 2017
JD D
Cash on hand 1,000 4,210
Current accounts at banks 896,875 574,021
897,875 578,231
Less: Expected credit loss provision * (365) 5
897,510 578,231
¥ The movement on expected credit Loss is provisions as follows:

2018 2017
D D
Balance beginning of the year (As disclosed
previously) = -
Impact of implementing IFRS (9) - Note (42) 365 -
The Adjusted Balance - Beginning of the Year 365 =
Balance - End of the Year 365 —

- 34 -




- 35 -

10. Cheques under Collection
This item conslsts of the following:
December 31,
2018 2017
D [n)
Cheques under collection* 368,905 434,323
368,905 434,323
Less: Expected credit loss provision {(2,171) -
366,734 434,323
* Due date of cheques under collection extends to June 30, 2020.
**¥  The movement on expected credit Loss is provisions as follows:
2018 2017
10 D
Balance beginning of the year (As disclosed
previously) - -
Impact of implementing IFRS (9) — Note (42) 2,171 -
The Adjusted Balance - Beginning of the Year 2,171 -
Balance - End of the Year 2,171 -
11. Recejvables - Net
This item consists of the following;
December 31,
2018 2017
D D
Policyholders receivable 2,912,201 1,789,791
Agents receivable 540,495 674,733
Employees receivable 16,461 8,639
Others receivable 33,578
59,603
3,528,760 2,506,741
Less: Expected credit loss provision * (205,224) (82,017)
2,323,536 2,424,724
* The transaction related to ELC provisions as follows:
2018 2017
JD D
Balance beginning of the year (As disclosed
previously) 82,017 82,017
Impact of implementing IFRS (9) - Note (42) 120,978 -
The Adjusted Balance - Beginning of the Year 202,995 -
Provision booked during the year 2,229 -
Balance - End of the Year 205,224 82,017
The aging of receivables is as follows:
December 31,
2018 2017
_ D 1D
Less than 90 days 2,450,433 1,912,318
From 91 to 180 days 582,574 217,193
From 181 to 360 days 403,215 296,838
More than 360 days 92,538 80,392
3,528,760 2,506,741




12.

The Company has applied IFRS 9 - impairment model during the year 2018
underwhich, expected credit loss has been recognized in earlier periods
compared to IAS 39. Furthermore no adjustment to comparing balances has
occurred where the impact of implementation has been reflected to the
opening balance as of January 1, 2018 (Note 42).

Re-insurers’ Receivables - Net

This item consists of the following:

December 31,

2018 2017
JD D
Local insurance companies 200,099 257,443
Foreign re-insurance companies 189,825 227,272
389,924 484,715
Less: Expected credit loss provision * (94,521) (43,681)
295,403 441,034

Movement on the provision for expected credit loss during the year was as
follows:

2018 2017
JD D

Balance - beginning of the year (As

disclosed previously) 43,681 43,681
Impact of implementing IFRS (9) - Note (42) 50,580 -
Adjusted Balance - Beginning of the Year 94,261 -
Provision booked during the year 260 =

Balance - End of the Year 94,521 43,681
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13. Property and Equipment - Net

These item consists of the following:

December 31, 2018

Cost:
Balance at the beginning of the year
Additions
Disposals

Balance at the End of Year

Accumulated Depreciation:
Acsumulated depreciation at the beginning of the year
Depreciation for the year
Disposals
Accumulated Depreciation at the End of Year

Net Book Value of Property and Equipment at the £nd of the Year

December 31, 2017

Cost:
Balance at the beginning of the year
Additions
Disposals

Balance at the End of Year

Accumulated Depredciation:
Balance at the beginning of the year
Depreciation for the year
Disposals
Accumulated Depreciation at the End of Year

MNet Book Value of Property and Equipment at the End of the Year

Tools and Furniture
Land Equipment Vehicles  and Fixtures _Computers Buildings Total
b D] ip B »] B »] B[s] Bo] h[o}
240,125 64,813 85,100 386,566 97,882 3,003,212 3,877,698
£ 3,816 - 8,737 7,420 = 19,973
= (1,450) - = = - (1,450)
240,125 67,179 85,100 395,303 105,202 3,003,212 3,896,221
- 52,255 36,203 235,531 77,440 415,690 817,119
- 4,988 12,765 37,507 8,930 60,064 124,254
- (1,089) = - - - (1,089)
- 56,154 48,968 273,038 86,370 475,754 940,284
240,125 11,025 36,132 122,265 18,932 _ 2,527,458 2,955,937
240,125 60,533 74,650 353,012 94,689 3,003,212 3,826,221
- 4,280 22,600 33,554 3,193 - 63,627
= - (12,150) - - - (12,150)
240,125 64,813 85,100 386,566 97,882 3,003,212 3,877,698
- 44,801 35,588 199,001 68,789 355,626 703,805
- 7,454 12,765 36,530 8,651 60,064 125,464
- - (12,150) = 2 o (12,150)
- 52,255 36,203 235,531 77,440 415,690 817,119
240,125 12,558 48,897 151,035 20,442 2,587,522 3,060,579

* Property and equipment includes fully depreciated assets with the amount of 1D 118,421 as of December 31, 2018 (JD 115,964 as of December 31, 2017).
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14.

Intangible Assets - Net

15.

This item consists of Computer Softwares; the details are as follows:

Cost:
Balance at the beginning of the year
Additions

Balance at the End of Year

Accumulated amortization:

Accumulated amortization at the beginning

of the year
Amortization for the year

Accumulated amortization at the end of

the year

For the Year Ended
December 31,

Net book Value for Intangible Assets

2018 2017
D D
110,421 102,721
3,654 7,700
114,075 110,421
99,967 94,928
3,488 5,039
103,455 99,967
10,620 10,454

Other Assets

16.

This item consists of the following:

Prepaid expenses

Refundable deposits

Accrued revenues

Income tax deposits (Note 20)
Payments to suppliers

Mathematical Reserve - Net

17,

This item consists of the following:

Balance at the beginning of the year
Additional reserve during the year

Balance at the End of the Year

Payables

This item consists of the following:

Agents payable

Garages and parts payable
Policyholders payable
Employee and other payables

- 3@

December 31,

2018 2017
D D
23,955 22,043
2,542 2,543
169,980 299,488
65,600 31,146
145,805 -
407,882 355,220

December 31,

2018 2017
D D
92,475 97,139

124,559 (4,664)

217,034 92,475

December 31,

2018 2017
1D 1D
720,949 691,083
93,136 122,094
318,727 314,094
10,325 2,778
1,143,137 1,130,049




Re-insurers’ Payables

This item consists of the following:
December 31,

2018 2017
D D
Local insurance companies 363,525 390,511
Foreign re-insurance companies 1,141,828 566,312
1,505,353 956,823

Sundry Provisions

This item consists of the following:
December 31,

2018 2017
D 1D
End-of-service indemnity provision 305,628 312,160
305,628 312,160

The table below shows the movement on the sundry provisions:

Booked Released

Beginning during the during Ending
Balance Year the Year Balance
2018 D D D D
End of service indemnity
provision 312,160 15,815 22,347 305,628
312,160 15,815 22,347 305,628
2017
End of service indemnity
provision 293,831 23,717 5,388 312,160

293,831 23,717 5,388 312,160

Income Tax

Income tax provision

Movement on the income tax provision was as follows:

For the Year Ended
December 31,

2018 2017
D D
Balance at the beginning of the year (31,146) 88,709
Income tax paid = (88,602)
Income tax expense for the year - -
Prepaid income tax (34,454) (26,897)
Paid income tax for prior years - (4,356)
Transferred to income tax deposits (Note 15) 65,600 31,146

Balance at the End of the Year - =

Summary of the income tax in the statement of income:

For the Year Ended
December 31,

2018 2017

D D
Income tax for the profit of the year - -
Income tax for prior year - -
Deferred tax assets 38,549 17,820
Amortization of deferred tax assets - =
Deferred tax liabilities

38,549 17,820
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= Summary of the reconciliation between accounting income and taxable

income:

For the Year Ended

December 31,
2018 2017

D D
Accounting income / (loss) 175,341 (317,511)
Non-deductible expenses 1,686,042 1,756,001
Non-taxable income (1,747,120) (1,612,645)
Taxable Income / (Loss) 114,263 (174,155)
Income Tax Rate 24% 24%

- The Company reached a final settlement with the Income and Sales Tax
Department up to the end of year 2016, and has submitted its income tax
returns for the year 2017 and paid the accrued income taxes, however, the
tax returns have not been reviewed yet by the Income and Sales Tax
Department.

= Income tax provision has been booked for the year 2018 in accordance with
the prevailing Income Tax Law number (34) for the year 2014, the
management of the Company and its tax advisor believe that the booked
provisions in the financial statements are sufficient to cover any potential tax
liabilities that may arise.

B. Deferred Tax Assets:
The details are as follows:

December 31,

December 31, 2018 2017
Adjusted
Balance at
Balance at Effect Impact the
the Beginning of Beginning Amounts Amounts Balance at Deferred
Accounts included of the Year Implementing _of the Year Released Booked Year-End Tax Deferred Tax
Deferred tax assets i[o] o 1o D D D 1D 1D
Expected credit loss
provision 125,968 179,740 305,438 = 2,489 307,927 80,061 30,168
End of service indemnity
provision 312,160 - 312,160 22,347 15,815 305,628 79,463 74,918
Unreported outstanding
claims reserve 1,026,447 - 1,026,447 - 25,845 1,052,292 273,596 246,347
1,464,305 179,740 1,644,045 22,347 44,149 1,665,847 433,120 351,433

- The movement on the deferred tax assets is as follow:
For the Year Ended
December 31,

2018 2017
D D
Beginning balance of the year 351,433 333,613
Impact of implementing IFRS (9) (Note 42) 43,138 -
Adjusted Balance - Beginning of the Year 394,571 333,613
Additions during the year 38,549 19,113
Disposals during the year - (1,293)
Balance - End of the Year 433,120 351,433

- The rate of 26% has been used to the deferred tax assets in accordance to
the income tax law number (38) for the year 2018, which will be enacted
elective January 1, 2019 where it should be calculated according to the
agreed on rates for the upcoming periods.

- According to the management and the tax consultant the booked provisions in
the financial statements are sufficient to cover any tax liabilities that may
arise.
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21. Other Liabilities
This item consists of the following:
December 31,
2018 2017
D o
Accrued expenses 48,889 43,165
Received in advance premiums 1,055,249 590,888
Board of directors’ remuneration 22,531 -
Reinsurers’ deposits 720,520 688,598
Others 234,509 162,349
2,081,698 1,485,000
22. Authorized and Paid - up Capital
Authorized and paid - up capital amounted to JD 8,000,000 distributed over
8,000,000 shares with a par value of JD 1 per share as of December 31, 2018
and 2017,
23. Reserves
Statutory Reserve
The amounts accumulated in this account represent what has been transferred
from the annual income before tax at 10%, according to the Companies Law,
this reserve cannot be distributed to shareholders.
Voluntary Reserve
The amounts accumulated in this account represent what has been transferred
from the annual income before tax at a rate not exceeding 20%. The
voluntary reserve is used for the purposes agreed by the Board of Directors,
moreover, the General Assembly of Shareholders has the right to fully or
partially distribute this amount as profits to shareholders.
24, Financial Assets Valuation Reserve

This item consists of the following:

2018 2017
D iy

Balance at the beginning of the year (327,433) (73,005)
Gains from sale of financial assets through other

Comprehensive Income (3,894) (8,252)
Net change in financial assets valuation reserve 126,138 (246,176)
Transferred from financial assets at fair value

reserve to the income statement resulted from

reclassification of financial instruments into

financial assets at fair value through income

profit or loss 36,817 -

Balance at the End of Year (168,372) (327,433)
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25. Retained Earnings
This item consists of the following:
2018 2017
1D D
Balance at the beginning of the year 228,779 1,108,062
Impact of implementing IFRS (9) (Note 42) (136,602) -
Adjusted Balance at the Beginning of the Year 92,177 1,108,062
Add: Income (loss) for the year 213,890 (299,691)
Less: Deducted to Statutory reserve (17,534) -
Add: Gain from sa!e of financial assets through other 3,894 60,408
comprehensive income
Less: Distributed dividends - (640,000)
Balance at the End of Year 292,427 228,779
26. Interest Revenue
This item consists of the following:
2018 2017
1D 1D
Earned bank interest 560,961 463,183
Interest on investments at amortized cost 217,447 178,125
778,408 641,308
27. Cash Dividends Income from Financial Assets at Fair Value through Other
Comprehensive Income
This item consists of the following:
2018 2017
D 1D
Cash dividends income 22,423 18,407
22,423 18,407
28. Other Revenue
This item consists of the following:
2018 2017
D D
Re-insurance agreements revenue 73,469 117,126
Gain from sale of property and equipment (162) 6,250
Others 1,928 =
75,235 123,376
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29,

Employees Expenses

30.

This item consists of the following:

Salaries and bonuses
End of service remuneration
Company's social security contribution
Employees’ medical insurance
Training expenses
Travel and transportation

Total

Allocated employees expenses to underwriting accounts
Unallocated employees expense to underwriting accounts

General and Administrative Expenses

This item consists of the following:

Rent

Stationery and printing
Advertising and marketing
Bank charges

Water, electricity and heating
Maintenance

Postage and communications
Professional fees

Hospitality

Legal fees and expenses
Government and other fees
Insurance commission fees
Board of Directors’ transportation expenses
Donations

Security expenses

Other expenses

Allocated General and Administrative
Expenses to Underwriting Accounts
Unallocated General and Administrative
Expenses to Underwriting Accounts
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2018 2017
D 1D
1,114,989 1,128,386
2,037 191
117,878 108,954
66,232 61,484
3,786 6,114
18,839 20,977
1,323,761 1,326,106
1,059,009 1,060,885
264,752 265,221
2018 2017
D 1D
23,069 22,486
38,145 41,836
29,538 66,135
5,199 4,775
35,616 32,548
76,797 91,267
21,619 20,704
103,379 61,223
14,546 16,462
11,000 9,375
39,575 39,905
89,030 75,050
23,107 23,600
6,868 5,900
15,120 14,940
20,983 22,673
553,591 548,879
442,873 439,103
110,718 109,776




31. Administrative Expenses for Life Insurance Department:
This item consists of the following:
2018 2017
D D
Salaries and benefits 246,446 109,316
Company's share of social security contribution 34,577 14,229
Health insurance for employees 11,850 5,686
Printing and stationery = 447
Advertising and marketing 281 445
Professional fees - 10,807
Bank charges 42 39
Hospitality 475 230
Other expenses 1,609 822
295,280 142,021
32. Other Expenses
This item consists of the following:
2018 2017
1D 1D
Board of Directors remunerations 22,531 B
Provision for end-of-service indemnity 15,815 23,717
Revaluation losses for financial assets at fair
value through profit or loss 36,817 -
75,163 23,717
33. Earnings per Share for Income / (Loss) for the Year
Earnings per share are computed by dividing the income (loss) for the year by
the average number of outstanding shares during the year; the details are as
follows:
For the Year Ended
December 31,
2018 2017
Item D 1D
Income / (loss) for the year 213,890 (299,691)
Average number of outstanding shares 8,000,000 8,000,000
Earnings per Share for the Net Basic and Diluted
Income / Profit for the Year 0,027 (0.037)
34. Cash and Cash Equivalent

The details of this item are as follows:
December 31,

2018 2017
D D
Deposits maturing within three months 5,363,086 5,093,218
Cash on hand and balances at banks 897,510 578,231
Less: Mortgaged deposits to the order of the
General Director of the Insurance
Management (325,000) (325,000)
5,935,596 5,346,449
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35.

Risk Management

The Company manages risks through various methods such as using a
comprehensive strategy to restrict and mitigate risks, as well as implementing
appropriate controls and monitoring the effectiveness of those controls, in a
manner that helps achieve the risk return balance. Management of risks is
done through constantly identifying, measuring, managing and monitoring the
financial and non-financial risks that may negatively affect the company's
performance or reputation, as well as assuring the proper allocation of Capital
to help achieve the optimal rate of return on risks. The Company is exposed to
the following risks: market risks, liquidity risks, insurance risks, interest rate
risks, and foreign currencies risks.

Insurance Risk

Insurance risks

Insurance risks are those that arise from the uncertainty of the occurrence,
timing, and value of insurance claims. These risks can be managed through
monitoring the issuance of new insurance policies, ensuring proper pricing
strategies are being implemented, and monitoring actual outstanding claims
versus expected claims.

The risk of any insurance policy is the possibility of occurrence of an incident
that has been insured and any other associated claims with uncertain values
due to the nature of the policy; these accidents occur suddenly and thus
cannot be expected.

The primary risk that insurance companies face with their issued insurance
policies is the possibility that actual claims exceed the economic benefits
arising from those contracts. In addition to that, there is a possibility that
risks are mispriced, or substandard risks that should not be insured are being
insured. And for that, the frequent claims and their severity are exceeding the
amounts that were expected. Also, insured accidents are unexpected and the
expected amounts differ from year to year from the actual amounts of the
claims.

Moreover, the more an insurance portfolio is diversified, the less it is affected
by the changes that might occur on any of its formations. The company has
developed an insurance policy issuance strategy that diversifies the insurance
risks that are acceptable, within each category, to expand its risk base in
order to reduce the percentage of change in their expected outcomes.

The company manages its risks through sound insurance policy issuance
strategies, best rated reinsurance contracts, and through effective handling of
accidents. The company has set policy issuance basis that provides risk
selection criteria principles.

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 the vehicles insurance claims were reported and
on the year in which the accident occur for all general insurance types as
follows:
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Insurance risk concentration
Insurance contract liabilities are concentrated according to the relative types
of insurance and are represented by unearned premiums and outstanding

claims, as follows:
For the Year Ended December 31,

2018 2017

Insurance type Gross Net Gross Net

JD b D b
Motor 11,853,358 10,273,633 11,838,805 10,067,016
Marine and transportation 248,914 48,513 224,248 65,354
Fire and other damages 1,722,024 93,012 1,630,050 97,386
Medical 508,564 234,003 375,030 214,376
Liability 242,913 102,477 315,886 151,667
Other insurance 530,600 314,938 39,714 1,673
Credit insurance 900,272 119,967 1,428,756 190,327
Life insurance 628,555 226,814 229,062 103,310
Total 16,635,200 11,413,087 16,081,551 10,891,109

Concentration of assets and liabilities according to the geographical distribution is

as follows:
December 31,
2018 2017
Liabilities & Liabilities &
Assets Shareholders’ Assets Shareholders’
D D D D

Inside Jordan 25,334,201 24,313,181 22,862,932 22,463,721
Outside Jordan 841,328 1,862,348 1,398,593 1,797,804
Total 26,175,529 26,175,529 24,261,525 24,261,525

Concentration of assets and liabilities related to the accounts receivable and the

accounts payable according to the sectors is as follows:

December 31,

2018 2017
Assets Liabilities Assets Liabilities
Sector D D o JD
Private sector 3,985,673 2,648,490 3,300,081 2,086,872
Total 3,985,673 2,648,490 3,300,081 2,086,872

Re-insurance Risks
The Company signed re-insurance contracts with other companies to mitigate
the risks arising from large claims.

Moreover, the Company evaluated the financial position of the contracted re-
insurance company. Its concern hinges on credit risks resulting from the
geographical distribution and nature of work and activities of the re-insurance
companies.

In addition, the Company entered into re-insurance contracts that enable it to
face risks with competitive pricing and to maintain the optimal level of risks,
taking into consideration financial resources such as capital, reserves, volume
of securities portfolio, and ready assets.

The size of retained risks is in line with scientific criteria and the general
comparison index, and the more important for the Company is keeping a high
liquidity ratio.

The re-insurance premiums do not replace the Company’s liabilities toward

others. Instead, the Company remains liable to others in terms of the
reinsured share even if the Company does not fulfill its insurance obligations.
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5.

Sensitivity of Insurance Risks
Sensitivity analysis for the year ended December 31, 2018

Effect of
Effect of Effect of Effect of Decreasing
Increasing 5%  Increasing 5% on  Decreasing 5% 5% on
on Income Shareholders’ on Income Shareholders’
Item Statement Equity Statement Equity
1D D 1D D
Premiums 514,701 514,701 (514,701) (514,701)
Paid claims (407,321) (407,321) 407,321 407,321
Sensitivity analysis for the year ended December 31, 2017
Effect of
Effect of Effect of Effect of Decreasing
Increasing 5%  Increasing 5% on  Decreasing 5% 5% on
on Income Shareholders’ on Income Shareholders’
Item Statement Equity Statement Equity
D D 1D JD
Premiums 436,066 436,066 (436,066) (436,066)
Paid claims (401,334) (401,334) 401,334 401,334

Financial Risk

The Company adopts financial policies for managing the different risks within
a specified strategy. Moreover, the Company’s management monitors and
controls risks and performs the optimal strategic distribution for both financial
assets and financial liabilities. Risks include interest rate risks, credit risks,
foreign currency risks, and market risks.

The Company adopts a financial hedging policy for financial assets and
financial liabilities, when necessary. This hedging relates to the expected
future risks.

1,

Market risks

Market risks are the risks arising from the fluctuation in fair value or
cash flows of financial instruments as a result of the change in market
prices. Moreover, market risks arise from open positions related to
interest rates, currencies, and investments in shares. These risks are
monitored according to certain policies and procedures through
competent committees and the concerned work centres. Additionally,
market risks include interest rates, exchange rates risks, and equity
instrument risks. Measuring and monitoring the market risks are done
through several methods such as sensitivity analysis and value at Risk
(VAR) as well as the Stop loss limits reports and controlling trading
limits.

Liquidity Risks

Liquidity risks represent the Company’s inability to provide the
necessary financing to meet its obligations on their maturity dates.
Furthermore, management of risks include the following:

Keeping highly marketable assets that can be easily liquidated as a
safeguard against unforeseeable shortfall in liquidity.

Monitoring liquidity indicators according to the internal requirements and
regulatory authorities’ requirements.

Managing concentrations and debts maturity dates.

The following table summarizes the maturities of financial liabilities (on
the basis of the remaining period of the maturity from the date of the
financial statements):
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3:

Foreign Currencies Risks

The foreign currencies risk is the risk that resulted from the fluctuations
in the value of financial instrument due to changes in exchange rates of
foreign currencies. Mainly the Company’s assets and liabilities are
financial using the Jordanian Dinar or US Dollar. The management of the
Company believes that foreign currency risk related to US Dollar,
transactions is immaterial, due to the fact that the Jordanian Dinar (the
Company’s functional currency) is pegged with the US Dollar accordingly
the company does not have to take precautions against the foreign
currency risks, in addition to the following reasons:

The companies deals with all other parties, including the reinsurers, with
either the Jordanian Dinar or the U.S Dollar.

There are no accounts in foreign currencies, however, the company
monitors the exchange rates of foreign currencies on an ongoing basis.

Below are the main concentrated foreign currencies for the company:

Foreign Currencies Equivalent to JD
December 31,

2017 2018

2018 2017

Currency
U.S Dollar

British Pound

2,420,804 2,396,602
328,308 231,334

3,409,583
296,462

3,375,496
240,567

Management believes that the foreign currency risks and their impact on
the financial statements are immaterial.

Interest Rate Risks

Interest rate risk is the risk that resulted from the changes in market
interest rates prevailing in the market. Moreover, the Company manages
interest rate risks through applying the sensitivity analysis of the
instruments subject to interest rates in a manner that does not
negatively affect net interest income. (A sensitivity analysis of +/- 1% is
used on the return).

Sensitivity analysis for the year ended December 31, 2018:

Effect of Increasing
Interest Rate by
1% on the Income

Item Statement

Effect of
Decreasing
Interest Rate by
1% on the Income
Statement

D
103,806
35,547

Interest income on deposits at banks
Interest income on financial assets at amortized cost

Sensitivity analysis for the year ended December 31, 2017:
Effect of Increasing

Interest Rate by
1% on the Income

D
(103,806)
(35,547)

Effect of
Decreasing
Interest Rate by
1% on the Income

Item Statement Statement
D D

Interest income on deposits at banks 96,523 (96,523)

Interest income on financial assets at amortized cost 35,562 (35,562)
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5. Credit Risks
Credit risks relate to the other party’s inability to meet its contractual

obligations leading to the losses for the Company. Moreover, the Company
adopts a policy of dealing with creditworthy parties in order to mitigate the
financial losses arising from the Company’s default on its liabilities.

The Company’s financial assets consist primarily of holders of documents and
financial investments available for sale, cash and cash equivalents, and other
debit accounts. Moreover, holders of documents represent debts due from the
locally insured parties, governmental bodies, large projects, and external
customers. Moreover, the Company’s management believes that the ratio of
the debts owed to the Company is high. However, the probability of no
collection of all or part of these debts is very low. Moreover, these debts
represent significant concentration of credit risks in the customers’
geographical areas, and credit control is strictly monitored in which each
client’s accounts are monitored separately continuously.

36. Main Segments Analysis

a.  Information on the Company’s Operating Segments
For managerial purposes, the Company was organized into two segments; the
general insurance sector which includes motors insurance, marine and
transportation insurance, fire and other damages on properties insurance,
liability, medical insurance, credit insurance and other insurance, and life
insurance sector. These two sectors represent the main sectors that the
Company uses to demonstrate the information related to the main sectors.
The above mentioned sectors also include investments and the management
of cash for the Company’s own account. Moreover, transactions among the
operational sectors are based on the estimated market prices at the same
terms that are dealt with others.

b. Information on Geographical Distribution
This note represents the geographical distribution of the Company’s
operations. Moreover, the Company conducts its operations mainly in the
Kingdom, representing local operations.

The following is the distribution of the Company's revenue and assets and
capital expenditures according to geographical sector:

Inside Kingdom Outside Kingdom
December 31 December 31
2018 2017 2018 2017
Item 1D 1D D D
Total Revenue from Premiums 15,095,109 12,865,247 11,815 12,819

December 31,

2018 2017 2018 2017
D D jD D
Total Assets 25,334,201 23,537,636 841,328 723,889

37. Capital Management

- Achieving Capital Management Objectives:
The management aims to achieve capital management objectives through
growing the Company’s operations; achieving surplus in operating profits and
revenues; and optimal employment of available financial resources. This is to
achieve the targeted growth in shareholders’ equity through growing the
statutory reserve at 10% of realized profits and retained earnings. The Board
of Directors believes that the organizational capital for the Company is

sufficient.
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The Company takes into consideration that the size of capital should be
compatible with the size and nature of risks that the Company is exposed to.
This is carried out in a manner that does not contradict with the regulations
and instructions in force, and is reflected in the Company’s strategies and
estimated budgets. Moreover, the effect on capital adequacy ratio is
considered upon acquiring investments. Additionally, capital and its adequacy
are monitored periodically.

The solvency margin as of December 31, 2018 and 2017 is as follows:

December 31,

2018 2017
Item 1D 1D
Available capital * 9,901,783 9,661,540
Second: Required capital
Capital required against assets risks 2,852,630 2,284,664
Capital required against underwriting liabilities 1,673,726 1,682,373
Capital required against reinsurers’ risks 160,888 212,723

Total Required Capital

Capital required against life insurance risks 95,940 30,883
4,783,184 4,210,643

Third: Solvency margin ratio (available capital /

required capital)

* Available capital consists of the following:

Primary Capital:
Paid-up capital
Statutory reserve
Voluntary reserve
Retained earnings

Add: Supplementary Capital:

Increase in investment properties value

Financial assets valuation reserve
Total Supplementary Capital
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207%

229%

December 31,

2018 2017
D 1D
8,000,000 8,000,000
1,586,624 1,569,090
15,948 15,948
292,427 228,779
9,894,999 9,813,817
175,156 175,156
(168,372) _ (327,433)
6,784 _ (152,277)
9,901,783 9,661,540




38. Analysis of Assets and Liabilities Maturities

This table consists of the analysis of assets and liabilities according to the expected period to be

returned or settled:

December 31, 2018

Assets;

Deposits at banks

Financial assets at fair value through other
comprehensive income

Financial assets at fair value through profit or loss

Financial assets at amortized cost

Investments property

Cash on hand and at banks

Cheques under collection

Receivables-Net

Re-insurers receivables-Net

Deferred tax assets

Property and equipment-Net

Intangible assets-Net

Other Assets

Total Assets

Liabilities:

Unearned Premium Provision- Net
Claims Provision - Net
Mathematical Provision - Net
Payables

Re-insurers payables

Sundry Provisions

Income Tax Provision

Other Liabilities

Total Liabilities

Net
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Up to More than
one year one year Total
D JD D

10,380,551 = 10,380,551
= 601,348 601,348
324,373 - 324,373
® 3,554,712 3,554,712
- 2,623,803 2,623,803
897,510 = 897,510
366,734 = 366,734
3,323,536 = 3,323,536
295,403 - 295,403
- 433,120 433,120
- 2,955,937 2,955,937
- 10,620 10,620
407,882 - 407,882
15,995,989 10,179,540 26,175,529
4,866,387 - 4,866,387
6,329,666 N 6,329,666
217,034 & 217,034
1,143,137 B 1,143,137
1,505,353 - 1,505,353
= 305,628 305,628
2,081,697 = 2,081,697
16,143,274 305,628 16,448,902
(147,285) 9,873,912 9,726,627




December 31, 2017

Assets:

Deposits at banks

Financial assets at fair value through other
comprehensive income

Financial assets at amortized cost

Investments property

Cash on hand and at banks

Cheques under collection

Receivables-Net

Re-insurers receivables-Net

Deferred tax assets

Property and equipment-Net

Intangible assets-Net

Other Assets

Total Assets

Liabilities:

Unearned Premium Provision- Net
Claims Provision - Net
Mathematical Provision - Net
Payables

Re-insurers payables
Sundry Provisions

Income Tax Provision

Other Liabilities

Total Liabilities

Net

Up to More than
one year one year Total
D 1D D
9,652,275 = 9,652,275
- 773,297 773,297
- 3,556,152 3,556,152
- 2,623,803 2,623,803
578,231 - 578,231
434,323 - 434,323
2,424,724 - 2,424,724
441,034 = 441,034
= 351,433 351,433
m 3,060,579 3,060,579
- 10,454 10,454
355,220 = 355,220
13,885,807 10,375,718 24,261,525
4,159,823 = 4,159,823
6,638,811 - 6,638,811
92,475 3 92,475
1,130,049 - 1,130,049
956,823 - 956,823
= 312,160 312,160
1,485,000 - 1,485,000
14,462,981 312,160 14,775,141
(577,174) 10,063,558 9,486,384
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39, Lawsuits against the Company
There are lawsuits against the Company claiming compensation on various
. accidents and the lawsuits at courts with determined amounts of JD 1,748,661
as of December 31, 2018 (ID 2,048,347 as of December 31, 2017). In the
opinion of the Company’s management and its lawyer, no liabilities in excess
of the provisions within the claims provision shall arise.

The cases raised by the Company amounted to JD 507,778 as of December
31, 2018.

40. Transactions with Related Parties
The Company engaged in transactions with the major shareholders, members
of the Board of Directors and the executive management within the course of
its normal activities, all related parties accounts granted to related parties are
operating and no provisions were taken.

- Below is a summary of transactions with related parties during the year:

December 31,

2018 2017
Statement of Financial Positions Items: JD D
Accounts receivable 523,424 632,205
Accounts payable 60,563 63,736

For the year ended
December 31,

2018 2017
Statement of Income Items: D D
Underwriting premium revenues 950,749 1,096,695
Paid claims 155,092 193,167
Board of directors transportation and the board’s
secretary’s fees 21,107 23,600

- Below is a summary of the Company’s top managements benefits (salaries,
honuses, and other benefits):

For the Year Ended
December 31,

2018 2017
Item 1D JD
Board of Directors salaries and other benefits 725,307 714,636

41. Contingent Liabilities

- As of the date of the statement of financial position, the Company was
contingently liable for bank guarantees with an amount of 1D 23,150 against
cash margin of JB 1,200,

- There are contingent liabilities for an investment in funds in Gulif Capital
Investment Funds that amounted to 1D 669,627,
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42. Application of New and Revised International Financial Reporting Standards

a. Amendments not having a material impact on the Company's consolidated financial

statements:

The following new and revised IFRSs have been adopted and are effective for
financial periods beginning on or after January 1, 2018 or thereafter in the
preparation of the Company's financial statements that did not materially affect the
amounts and disclosures in the financial statements for the year and prior years,
which may have an impact on the accounting treatment of future transactions and

arrangements:

New and Revised Standards
Annual improvements to IFRSs

issued between 2014 and 2016.

IFRIC 22: “Foreign currency
transactions and prepayments

"

Amendments to the New and Revised
International and Standards
Improvements include amendments to IFRS 1,
"Application of International Standards for the First
Time" and IAS 28 "Investments in Associates and

Joint Ventures (2011)".

The amendments clarify that the option of
investment and other similar enterprises to
measure investments in associates and joint
ventures at fair value through the income
statement is available separately for each associate
or joint venture and that the selection should be
made at initial recognition.

As for the option of an entity which is not an
investment property, the fair value measurement
applied by the associate and the joint venture that
are an investment property shall be maintained
when applying the equity method. The amendments
provide a similar clarification that this option is
available to each associate of an investment nature
or a joint venture with an investment nature,

This interpretation deals with how to determine the
"date of the transaction" for the purpose of
determining the exchange rate to be used at the
initial recognition of the asset, expense, or income
when it is taken into account that this is paid or
received in advance by a foreign operation that
results in the recognition of non-monetary assets or
non-monetary liabilities.

The interpretation determines that the transaction
date is the date on which the non-monetary assets
or non-monetary liabilities arising from the payment
or receipt of payments are recognized in advance. If
multiple payments or receipts are received in
advance, the interpretation requires the Company
to determine the transaction date for each payment
or receipt of the cash consideration in advance.

This Interpretation relates to transactions made in
foreign currency or parts of such transactions in the
event that:

- A consideration in foreign currency or priced in
foreign currency exists;
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New and Revised Standards

Amendments to IAS 40:
"Investment properties".

Amendments to IFRS 2 "Share-
based payment”.

Amendments to the New and Revised
International and Standards

- An entity recognizes an asset that has been paid
in advance or deferred income liabilities related to
that consideration on a date prior to the
recognition of the relevant assets, income, or
expenses; and

- Prepaid assets or deferred income liabilities are
not cash.

The amendments indicate that transfers to or from
real estate investments require an assessment of
whether the properties meet or no longer meet the
definition of real estate investments and are backed
up by observable evidence of a change in use. The
amendments also indicate that the cases included in
the standard are not comprehensive and that a
change in use can be made with respect to the
properties under construction (i.e. the change in
use is not limited to completed properties)

These amendments relate to the classification and
measurement of share-based payment transactions.
These amendments clarify the following:

1. When estimating the fair value of a payment on
the basis of shares paid in cash, accounting for
the effects of the accrual and non-accrual
provisions should be accounted for based on the
same method used for share-based payments.

2. If the tax law/ laws require the Company to keep
a certain number of equity instruments equal to
the monetary value of the employee's tax
liability to meet his tax obligations and then
transfer it to the tax authority (usually cash),
i.e. the share-based payment arrangement has
a "net settlement feature”, this entire
arrangement should be classified as a payment
from equity, provided that the share-based
payment may be classified as payment from
equity even if the settlement feature was not
included in the net.

3. The share-based payment adjustment should be
accounted for to modify the transaction from a
cash payment to a share-based payment as
follows:

a. Abrogation of the original obligation;

b. Recognition of the share-based payment at
the date of adjusting the fair value of the
granted equity instrument to the extent that
the services have been performed up to the
date of the adjustment; and

c. Recognition of any difference between the
present value of the liability at the date of the
adjustment and the amount recognized in
equity in the statement of income.
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New and Revised Standards
Amendments to IFRS 4:
"Insurance contracts”.

IFRS 15 "Revenue from Contracts
with Customers”.

Amendments to IFRS 15
"Revenue from Contracts with
Customers”,

Amendments to the New and Revised
International and Standards
These amendments relate to the difference between
the effective date of IFRS 9 and the new standard
for insurance contracts.

IFRS 15 was issued in May 2014, which established
a comprehensive model for enterprises to be used
in accounting for revenue generated from contracts
with customers. This standard will replace the
current income recognition guidance, including IAS
18 “Revenue”, IAS 11 “Construction Contracts and
related Interpretations” that an entity should
recognize revenue to indicate the transfer of goods
or services to the customer in an amount that
reflects the consideration that the entity expects to
receive for such goods or services. In particular, the
standard provides a five-step approach to revenue
recognition:

Step 1: Determining the contract (s) signed with
the client.

Step 2: Defining performance obligations in the
contract.

Step 3: Determining the selling price.

Step 4: Assigning a sale price to the performance
obligations in the contract.

Step 5: Recognizing revenue when the entity meets
(or fulfills) an obligation to perform.

Under this Standard, an entity recognizes revenue
when (or at the time) it fulfills its performance
obligation, that is, when control over the goods or
services underlying the performance obligation is
transferred to the customer. More mandatory
guidelines have been added to the Standard to deal
with specific scenarios. In addition, the standard
requires comprehensive disclosures.

These amendments relate to the clarification of
three aspects of the standard (determination of
performance obligations, client versus agent
considerations, and licensing) and some transitional
exemption for modified contracts and completed
contracts.
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b. Amendments to the Company's Consolidated Financial Statements:

IFRS 9 “Financial Instruments”

IFRS 9 was issued in November 2009, and new requirements for the
classification and measurement of financial assets were introduced.
Subsequently, the Standard was amended in October 2010 to include
requirements for the classification and measurement of financial liabilities and
the derecognition of financial liabilities. The Standard was amended in
November 2013 to include new requirements for general hedge accounting. An
amended version of the Standard was issued in July 2014 to include: (a) the
requirements for impairment of financial assets; and (b) limited adjustments to
the classification and measurement requirements by introducing the "fair value
through other comprehensive Income" category of some simple debt
instruments”,

IFRS 9 '“Financial Instruments” issued by the International Accounting
Standards Board (IASB) was adopted in July 2014. The initial date of
implementation of this standard was December 1, 2018. The application of
IFRS 9 led to changes in the accounting policies and amendments to the
previously recognized amounts in the financial statements. Moreover, the
Company has adopted IFRS 9 (first phase) of 2009 early, regarding the
classification and measurement of financial assets since the beginning of 2010,

As required by the transitional provisions of IFRS 9, the Company has not
restated the comparative figures. Any adjustments to the carrying amounts of
financial assets and liabilities have been recognized on the date of transition in
the opening balances of retained earnings and non-controlling interests for the
current period. The Company has also chosen to continue to apply the
accounting requirements of IAS 39 “Financial Instruments: Recognition and
Measurement”, concerning the application of IFRS 9,

IFRS 9 has resulted in changes in the accounting policies for the identification,
classification, and measurement of financial assets and liabilities and the
impairment in value of financial assets. IFRS 9 also modifies other standards
that address financial instruments such as IFRS 7 “Financial Instruments:
Disclosures”,

The final version of IFRS 9 includes the accounting requirements for financial
instruments and supersedes [AS 39 "Recognition and Measurement”. The new
version of the standard includes the following requirements:

Classification and Measurement:

Financial assets are classified based on the business model and contractual
cash flow characteristics. The 2014 version provides a new classification of
certain debt instruments that could be classified as "financial assets at fair
value through other comprehensive income”. The financial liabilities are
classified similarly to IAS 39, but there are differences in the requirements
applied to the measurement of credit risk relating to the entity.

Impairment:

The 2014 version provided the "expected credit loss” model to measure the
impairment loss of financial assets, and therefore, it is not necessary to
increase the credit risk before recognizing the credit loss.

Hedge acceunting:

The 2014 version provided a new model for hedge accounting designed to be
more appropriate with how an entity manages risk when exposed to financial
and non-financial hedging risks.

-61 -




Dereccognition:

The requirements for derecognition of financial assets and financial liabilities
have been followed in accordance with IAS 39.

- The details of the accounting policies adopted by the Company and the
significant estimates used by the Company's management in accordance with
IFRS 9 as set out and applied in the current period are stated in Notes (2) and
(3). The disclosure regarding the impact of the adoption of the IFRS 9 on the

Company is as follows:

Balance Impact of
before Applying the Adjusted
January 1, 2018 Adjustment Standard Balance
JD D D
SHAREHCLDERS' EQUITY
Retained earnings 228,779 136,602 365,381
Assetes
Deposits at banks 9,652,275 (4,206) 9,648,069
Financial assets at amortized cost 3,556,152 (1,440) 3,554,712
Cheques under collection 343,323 (2,171) 341,152
Cash on hand and at banks 578,231 (365) 577,866
Receivables — net 2,424,724 {120,978) 2,303,746
Re-insurers' receivables 441,034 (50,580) 390,454
Deferred tax assets 351,443 43,138 394,571
Below is the expected credit loss for the year ended December 31,2018:
As of
December 31,
2018
D
Deposits at banks - Note (4 ), -
Financial assets at amortized cost-Note(7) -
Cash on hand and at banks- Note (9) -
Cheques under collection-Note (10) -
Receivables — net - Note (11) 2,229
Re-insurers' receivables - net — Note (12) 260
2,489
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c. New and revised International Financial Reporting Standards issued and not yet

effective:

The Company has not adopted the following new and amended IFRSs issued
but not yet effective as at the date of the consolidated financial statements,
and their details as follows:

New and Revised
Standards

Amendments to new
and revised IFRSs

Effective for
annual periods
beginning on
or after

Annual improvements
to IFRSs issued
between 2015 and
2017

IFRIC 23 “Uncertainty
on the Treatment of
Income Tax”

IFRS 16 "Leases”

Amendments to IFRS
9 “Financial
Instruments”

Improvements include amendments to IFRS
3 “Business Combinations”, (11) “Joint
Arrangements”, and IAS 12 “Income Taxes”
and IAS 23 "Borrowing Costs”.

The interpretation clarifies the determination
of taxable profit (tax loss), tax bases,
unused tax losses, unused tax benefits and
tax rates when there is uncertainty about
the treatment of income tax under IAS 12
and specifically addresses:

o whether the tax treatment should be
considered in aggregate;

¢ assumptions regarding the procedures for
the examination of tax authorities;

e determination of the taxable profit (tax
loss), tax bases, unused tax losses, unused
tax breaks, and tax rates; and

e The impact of changes in facts and
circumstances.

IFRS 16 defines how the reporting entity can
recognize, measure, present, and disclose
lease contracts. The Standard also provides
a separate accounting model for lessees that
requires the lessee to recognize the assets
and liabilities of all lease contracts unless the
lease is 12 months or less or the asset is of
low value. Lessors continue to classify leases
as operating or financing leases. IAS 16's on
lessor accounting has not changed
significantly compared to IAS 17.

These amendments relate to the benefits of
prepayment with negative compensation,
where the current requirements of IFRS 9
regarding the end-of-service rights have
been amended to allow for the measurement
at amortized cost (or based on the business
model at fair wvalue through other
comprehensive income) even in the negative
compensation payments.
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New and Revised
Standards

Amendments to new
and revised IFRSs

Effective for
annual periods
beginning on
or after

Amendments to IAS
28 "Investment in
Associates and Joint
Ventures"

Amendments to IAS
19 "Employee
Benefits”

Amendments to IAS 1
“Presentation of the
Financial Statements

”

Amendments to IFRS
3 "Business
Combinations”

IFRS 17 "Insurance
Contracts”

These amendments relate to long-term
shares in associates and joint ventures.
These amendments clarify that an entity
applies IFRS 9 “Financial Instruments” to
long-term interests in an associate or joint
venture that forms part of the net
investment in an associate or joint venture if
the equity method has not been applied to it

These relate to amendments to the plans,
reductions, or settlements.

These amendments relate to the definition of
materiality

These amendments clarify the definition of
business, as the International Accounting
Standards Board published the Revised
Financial Reporting Framework. This includes
the revised definitions of assets and
liabilities as well as new guidance on
measurement, derecognition, presentation,
and disclosure.

In addition to the amended conceptual
framework, the IASB issued amendments to
the guidelines on the conceptual framework
in the IFRS Standards, which include
amendments to IFRS 2, 3, 6 and 14; IAS 1,
34, 37 and 38; IFRIC 12, 19, 20, and 22 ;
and Interpretations of the Standing
Committee for the Interpretation of
Standards No. 32 in order to update those
statements with regard to references and
quotations from the framework or to refer to
a different version of the conceptual
framework.

This provides a more consistent
measurement and presentation approach to
all insurance contracts. These requirements
are aimed at achieving a consistent,
principled accounting objective for insurance
contracts. IFRS 17 replaces IFRS 4
“Insurance Contracts”.

IFRS 17 requires measurement of insurance
liabilities at the present value of payment.
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Effective for
annual periods

New and Revised Amendments to new beginning on
Standards and revised IFRSs or after

Amendments to IFRS These amendments relate to the treatment The date of
10 “Consolidated of the sale or contribution of the investor’s entry into force
Financial Statements"” assets in the associate or joint venture. has been
and IAS 28 postponed
"Investments in indefinitely,
Associates and Joint and the
Ventures (2011)" application is

still permitted.

Management expects to apply these new standards, interpretations, and
amendments to the Company's consclidated financial statements when they are
applicable. Moreover, the adoption of these new standards, interpretations, and
amendments may have no material impact on the Company's consolidated
financial statements in the initial application period except for the effect of the
adoption of IFRS 16, as shown below:

The effect of applying IFRS 16 "Leases”

The Standard provides a comprehensive model for determining and treating
lease arrangements in the consolidated financial statements of both lessors and
lessees. It will also replace IAS 17 "Leases” and related interpretations when it
becomes effective for the financial periods beginning on or after January 1,
2019,

As permitted by the transitional provisions of IFRS 16, the Company will not
restate the comparative figures. Any changes in the carrying amount of assets
and liabilities at the date of transition are recognized in the opening balances of
the related balances.

There is no material difference between the accounting treatment in the
lessor's books between IFRS 16 and IAS 17.

The change in the definition of the lease relates mainly to the concept of
control. IFRS 16 distinguishes between leases and service contracts on the
basis of whether the customer controls the use of a specific asset and the
control is present if the customer has:

¢ The right to a substantial degree of all economic benefits arising from the
use of specific assets; and

e The right to direct the use of this asset.

Effect on the Accounting Treatment in the Lessee’s Records Operating Leases
Under IAS 16, the accounting treatment of leases previously classified as
operating leases in accordance with IAS 17, which were classified as items
outside the statement of financial position, has been changed.

In the initial application of IFRS 16 (except as referred to below), the Company
will undertake the following for all leases:

A. Recognition of "right to use" assets and lease commitments in the statement

of financial position. These assets are initially measured on the basis of the
present value of future cash flows paid.
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B. Recognition of the depreciation of "right to use" assets and interest on lease
commitments in the statement of income.

C. Separating the total amount of cash paid into a principal portion (shown
under financing activities) and interest (presented under operating activities)
in the statement of cash flows.

For short-term leases (12 months or less) and low-value asset leases (such as
personal computers and office furniture), the Company will choose to recognize
lease expenses on a straight-line basis as permitted by the IFRS 16. The
Company's management believes that the impact of the adoption of IFRS 16 is
immaterial and will not be reflected in the financial statements of the Company,
as all leases are short term and are automatically renewed on an annual basis.

Recognition of lease obligation incentives previously recognized in respect of
operating leases will be derecognised, and the amount will be calculated in the
measurement of the leasehold assets and liabilities.

Under IAS 17, all lease payments relating to operating leases are recognized as
part of the cash flows from operating activities. The effect of the changes under
IFRS 16 will be to reduce cash generated from operating activities and increase
the net cash used in financing activities with the same amount.

Finance Leases

The principal differences between IFRS 16 and IAS 17 in respect of previously
existing advances under a finance lease are the measurement of residual value
guarantees provided by the lessee to the lessor. IFRS 16 requires recognition
as part of its lease obligation only the amount expected to be paid under the
residual value guarantee, rather than the maximum secured amount as
required by IAS 17. Upon initial request, the Company will state the equipment
previously included in property, plant, and equipment under "right to use"
assets and lease commitments, previously stated under borrowings, under a
separate line item of the lease liabilities.

Based on the analysis of the Company's finance leases as at December 31,
2018 on the basis of the facts and circumstances prevailing at that date, this
change was not considered to affect the amounts recognized in the Company's
consolidated financial statements.

Effect on the Accounting Treatment in the Lessor’s Records

Under IFRS 16, the lessor continues to classify leases as either financial leases
or operating leases and account for these two types of leases differently.
However, IFRS 16 has changed and expanded the scope of disclosures
required, in particular on how the lessor manages the risks arising from its
remaining share in the leased assets.

Under IAS 16, for the purposes of the intermediate lessor, the principal lease
and sub-lease are considered as separate contracts.

The intermediate lessor should classify the sub-lease as operating or financial
lease by reference to the original “right to use” arising from the principal lease
(not by reference to the underlying asset as in the case of IAS 17).

Because of this change, the Company will classify some of its sub-lease
agreements as financila leases. As required by IFRS 9, an allowance for credit
losses recognized in the financial lease receivable will be recognized, and the
leased assets and receivables from the finance lease will be derecognised. This
change in accounting will result in a change in the timing of recognition of the
related revenue.

Management expects to apply IFRS 16 in the financial statements of the
Company for the period beginning January 1, 2019,
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