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Chairman’s Letter

It gives great pleasure to welcome you to the 17th general assembly meeting for your
company Jordan International Insurance Company and to present to you our annual
report which includes our audited financial statements.

In summary, JIIC adopted several policies to reduce our losses to JD (292k) in 2012.

These policies were based on taking conservative reserves and maintaining a strong

liquidity position compared to the overall market. In fact during the same period your
company’s financial position was fortified with an increase in cash from JD 9.1MM to
JD 10.1MM in the same period.

These results were accomplished through our adherence to the company’s overall
underwriting and investment principles which we state below:

JIIC’s Underwriting Principles ensure that we maintain a sound insurance operation by:
1. Understanding all exposures that might cause a policy to incur losses;

2. Conservatively assessing the likelihood of any exposure actually causing a loss and
the probable cost if it does;

3. Setting a premium that, on average, will deliver a profit after both prospective loss
costs and operating expenses are covered; and

4. Be willing to walk away if the appropriate premium can-t be obtained

The first three principles are on average followed by most insurance companies,
however the final principal is the most difficult to adhere to and which we have
succeeded the most in implementing over the last year. Our decision to leave one
of the largest segments in Jordan, the motor insurance business line, was driven by
our conviction that this business was poorly underwritten as the prices were set by
the regulator and we did not have the choice to underwrite according to our policies.
This has resulted in very large losses for the sector, and we had the confidence and
determination to exit this business in 2012 and our bottom-line has improved as a
result.

Our company’s balance sheet has been strengthened during the same period as we
built-up conservative technical reserves, and fortified our cash position during a period
of overall cash shortage in the Jordanian insurance sector. This was driven again by
JIIC’s Investment Principles:

1. Maintenance of a comfortable and prudent cash reserve available at all times for
changes in our insurance operations and subsequent claims

2. Investments in companies with a great and ethical management team, a strong
competitive advantage and good overall industry fundamentals at a reasonable
price



In 2012, our company focused on building and developing our team which

we consider to be the main driver behind our success. Furthermore, we have
strengthened our internal control procedures by expanding our financial management
team and recruiting the support of Ernst and Young in our internal audit operations and
further automating our insurance operation through the usage of technology.

The company’s performance during 2012 consists of the following key points:

1. Motor insurance losses were reduced from JD (1.7MM) in 2011 to JD (550K) in
2012 based on our decision to wind-down our motor business line in Q1 of 2012
due to the significant regulatory challenges which resulted in an overall negative
result for the market

2. Our cash position increased to JD 10.1MM compared to JD 9.1MM in 2011

3. Property and casualty, marine and hull, in addition to medical and life generated
an overall growth of 12% despite our reduction in premiums from JD 17.8MM in
2011 to JD 15.8MM as a result of our decision to wind-down the motor insurance
business line

4. Our overall paid claims in 2012 reached JD 14.6MM compared to JD 12.9MM in
2011

5. Our overall assets increased from JD 35.3MM in 2011 to JD 35.8MM in 2012

In view of JIIC’s guiding principles, our company will focus on the following items in its
strategy for 2013:

a. Continuous growth in the insurance operations following our strict underwriting
principles

b. Maintaining our strong customer base and building on these relationships
c. Developing innovative distribution channels and new product development

d. Investing in new opportunities and potential regional markets
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About JIIC

Jordan International Insurance Company (JIIC) is a composite direct insurer regulated
by the Jordan Insurance Commission and listed on the Amman Stock Exchange
(ASE:JIJC) providing Health, Life, P&C, Marine and Specialty insurance services in
Jordan and the Middle East.

JIIC is one of the leading and financial services companies in Jordan with subsidiaries
operating in real-estate development and investment as well brokerage and asset
management through its operating subsidiaries, Jordan International Investment Group
and lbda’a Brokerage and Financial Services. JIIC has assets of more than JD 35
million as at 31st December 2012.

Board of Directors

H.E. Mr Mazen Darwazeh

Chairman (Executive Vice-Chairman, CEO of the MENA region for Hikma
Pharmaceuticals)

Mr Kim Abu Jaber

Vice Chairman from 28/12/2011 (Chairman of Abu Jaber Group)

H.E. Mr Michael Marto
Director (Chairman of Housing Bank for Trade & Finance)

Mr Haitham Kamhiyah
Representing Capital Bank (General Manager of Capital Bank)

Mr Ramzi Khouri

Director (Chairman of Medica)

Mr Faris Gammoh
Director (General Manager of JIIC)

Mr Hani Al-Ali

Representing Investment & Finance Bank\Till 28/8/2012 (Chief Investment Officer of
Investment and Finance Bank)

Mr Ramzi Darweesh

Representing Investment and Finance Bank\from 28/8/2012 (AGM-Head of Corporate
Banking)
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Mr Mohamed Alameen

Representing Social Security Corporation (CFO of Social Security Corporation -
Development Company) till 5/11/2012.

Mr Osama Al-Wazani

Director (Partner in Al-Wazani Law Firm)

lyan Hayward

Representing United Group Management (Medical and Life Insurance Consultant)

Hazim Al Saraf
Director (SEO of SNAX)

Major Shareholders

1. United Group Management Consulting
2. Mr Kim Abu Jaber

3. H. E. Mr. Sami Gammoh

4. Social Security Corporation

5. Mr Qais Abu Jaber

JIIC Lead Reinsurers

SCOR Gilobal P&C, France (AM Best Rating: A)

GenRe, A Berkshire Hathaway Company, USA (AM Best Rating: A++)

Odyssey Re, France (AM Best Rating: A)

Korean Re, Korea (AM Best Rating: A)

General Insurance Corporation, India (AM Best Rating: A-)
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Insurance Products

Business Lines

e Casualty

e Energy

e Financial Lines

e Group Medical and Life Insurance
e Marine Cargo and Hull

e Property

Personal Lines

Automotive Insurance

Individual Medical and Life

Personal Accident and Travel Insurance

Home and Property Insurance

For more information about our products and services, please feel free to contact one
of our staff members.

JIIC Officers

Mr. Faris Gammoh
General Manager
Email:Faris.Gammoh@jiig.com

Mr. Mahmoud Matarneh
Deputy General Manager

Email: M.Matarneh@jiig.com

Mr. Ghazwan Al-Abbadi
Group CFO

Email: Ghazwan.Abbadi@jiig.com
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Statement of Consolidated Financial Position as at December 31,2012  Statement (A)

December 31

ASSETS Note 2012 2011

JD JD
Deposits at banks 3 10,123,065 9,193,137
Financial assets at fair value through Profit or Loss 4 3,042,517 2,909,960
Financial assets at fair value through comprehensive income 5 3,145,200 3,240,200
Investments in associate company 6 - 45,000
Financial assets at amortized cost 7 450,000 500,000
Real state investments 8 8,822,504 9,175,352
Total Investments 25,583,286 25,063,649
Cash on hand and at banks 9 77,378 130,482
Checks under collection 10 320,839 379,905
Accounts receivable - net 11 4,455,468 4,163,895
Reinsurance companies accounts - debit 12 1,582,113 1,708,599
Brokerage guarantee fund deposits 13 25,000 25,000
Due from related parties 37 208,973 350,926
Deferred tax assets 14/B 479,492 513,301
Property and equipment - net 15 2,493,248 2,584,520
Intangible assets-net 16 200,000 200,000
Other assets 17 365,859 226,485
TOTAL ASSETS 35,791,656 35,346,762
LIABILITIES AND EQUITY
LIABILITIES
Unearned premiums provision - net 1,419,906 3,135,637
Qutstanding claims provision - net 5,516,014 4,480,385
Mathematical provision - net 18 50,789 68,789
Premiums deficiency provision 250,510 -
Total Insurance Contracts Liabilities 7,237,219 7,684,811
Accounts payable 19 1,828,150 1,387,419
Reinsurance companies accounts - credit 20 3,339,930 2,246,581
Accrued expenses 222,599 154,937
Due to related parties 37 21,288 15,247
Other provisions 21 42,095 105,599
Income tax provision 14/A - 76,971
Other liabilities 22 2,610,307 2,393,645
TOTAL LIABILITIES 15,301,588 14,065,210
OWNER'’S EQUITY
Paid - up capital 23 18,150,000 18,150,000
Statutory reserve 24 2,219,336 2,219,336
Special reserve 25 2,225 2,225
Difference in purchasing non controlling interest 26 309,700 269,626
Investment evaluation reserve 27 (59,800) (33,930)
(Accumulated losses) 28 (1,102,401) (401,392)
Net Equity - Company’s Shareholders 19,519,060 20,205,865
Non controlling intreset 29 971,008 1,075,687
Net Owner’sEquity 20,490,068 21,281,552
TOTAL LIABILITIES AND NET OWNER’S EQUITY 35,791,656 35,346,762

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement of Consolidated Income as at December 31,2012

Statement (B)

For the Year Ended December 31

Note 2012 2011
JD JD

Revenue:
Gross written premiums 15,789,348 17,815,221
(Less): Re - insurers' share (9,576,959) (10,579,677)
Net Written Premiums 6,212,389 7,235,544
Net change in unearned premiums provision 1,715,731 (147,915)
Net change in mathematical provision 18,000 (12,935)
Net change in premiums deficiency provision (250,510) -
Net Written Premiums 7,695,610 7,074,694
Commissions revenue 1,354,877 1,374,691
Rent revenue 33,142 20,662
Insurance policy issuing fees 481,899 633,448
Credit interest revenue 30 545,138 526,229
Gains from financial assets 31 412,188 25,766
Other revenue 32 482,463 416,306
Total Revenues 11,005,317 10,071,796
Claims, Losses and Expenses
Paid claims 14,849,565 12,910,246
(Less): Recoveries (1,422,908) (790,352)
Re - insurers' share (5,888,463) (4,665,908)
Net Claims Paid 7,538,194 7,453,986
Net change in claims reserve 108,562 484,351
Allocated employees' expenses 33 906,702 864,700
Allocated general and administrative expenses 34 542,098 529,333
Excess of loss premium 126,040 138,372
Cost of policies acquisition 111,186 214,658
Other expenses related to underwritings 186,862 176,929
Other expenses 9,075 7,212
Net Claims Paid Cost 9,523,719 9,869,541
Unallocated employees expenses 33 365,581 435,230
Unallocated general and administrative expenses 34 252,920 278,121
Depreciation and amortization 130,414 131,757
Impairment in accounts receivable - net 11 58,667 408,453
Total Expenses 10,331,301 11,123,102
(Loss) for the year before tax - Statement (E) (258,051) (1,051,306)
Income tax expense / Deferred tax benefits 14/A (33,809) 128,240
(Loss) for the Year - Statements (C), (D) and (E) (291,860) (923,066)
Refer to:
Company Shareholders' (287,925) (906,268)
Non controlling interests 29 (3,935) (16,798)

(291,860) (923,066)
(Loss) Per Share for the Year (Basic & Diluted) (0/016) (0/049)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS

AND SHOULD BE READ WITH THEM
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Statement of Consolidated Comprehensive Income as

at December 31,2012 Statement (C)
For the Year Ended December 31
Note 2012 2011
JD JD
(Loss) for the Year - Statement (B) (291,860) (923,066)
Net change - investment evaluation reserve 27 (25,870) 288,320

Profit from sale of financial assets at fair value through

L 33,313 -

comprehensive income

Total Consolidated Comprehensive (loss) for the year -

Statement (D) (284,417) (634,746)

Refer to:

Company Shareholders' (280,482) (617,948)

Non controlling interests (3,935) (16,798)
(284,417) (634,746)

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement of Consolidated Cash Flows as at December 31,2012

Statement (E)

For the Year Ended December

Note

2012

2011

Cash flows from operating activities: JD JD
(Loss) for the year before income tax (258,051) (1,051,306)
Adjustments for:

Depreciation and amortization 130,414 181,757
Net change in unearned premiums provision (1,715,731) 147,915
Net change in outstanding claims provision 1,035,629 484,351
Net change in mathematical provision (18,000) 12,935
Net change in premiums deficiency provision 250,510 -

Net change of financial assets at fair value through profit or loss (114,112) 270,924
Net losses / (gains) on sale financial assets through profit or loss 9 (50,840)
Impairment in accounts receivable 58,667 408,453
Various provisions-net 34,862 46,062
Gain on sale of real state investments (76,675) -
Gain of acquisition subsidiary company (21,014) -
Operating cash flows from (used in) before changes in working capital (6983,492) 400,251
Decrease (Increase) in cheques under collection 59,066 (568,977)
(Increase) in accounts receivable (850,240) (1,797,533)
Decrease (Increase) in reinsurance companies accounts - debit 126,486 (1,268,434)
Proceeds from financial assets through profit or loss - 468,159
(Purchasing) of financial assets through profit or loss (18,454) (656,263)
Decrease (Increase) in due from related parties 141,953 (190,123)
(Increase) in other assets (139,384) (47,297)
(Increase) in accounts payable 439,181 535,522
Increase (decrease) in due to related parties 17,088 (18,868)
Increase in accured expenses 67,662 16,144
Paid and refund from various provisions (98,366) (190,463)
Increase in reinsurance companies accounts - credit 655,254 668,743
Increase in other liability 216,661 1,253,717
Net cash flows from (used in) operating activities before income tax paid 423,415 (885,422)
Income tax paid - (141,4833)
Income tax paid on credit interests (76,971) (23,451)
Net cash flows from (used in) operating activities 346,444 (1,050,306)
Cash flows from investing activities:

Cash proceed from acquisition of subsidiary company 56,529 -
Purchasing real state investments - (508,759)
Proceeds from sale of real state investments 415,999 -
Purchasing of financial assets through comprehensive income - (1,320)
Proceeds from sale of financial assets through comprehensive income 102,442 1,440
Proceeds from financial assets at amortized cost 50,000 -
(Increase) decrease in deposits at banks (609,573) 2,355
(Acquisition) of property, equipment and intangible assets (25,618) (84,917)
Change in non controlling intresets (68,972) (189,170)
Net cash flows (used in) investing activities (79,193) (730,371)
Net increase (decrease) in cash 267,251 (1,780,677)
Cash and cash equivalents - beginning of the year 36 8,990,150 10,770,827
Cash and cash equivalents - end of theyear 36 9,257,401 8,990,150

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement of Underwriting Revenue for the Life Insurance

Licenses for the Period Ended 31 December, 2012 Statement ()
Life Investment Total
Dec. 31 Dec. 31 Dec. 31
2012 2011 2012 2011 2012 2011
Written premuims JD JD JD JD JD JD
Direct insurance 547,996 633,486 0 2,736 547,996 636,222
Facultative reinsurance accepted 0 181,440 - - 0 181,440
Local reinsurance share 0 (180,252) - - 0 (180,252)
Foreign reinsurance share 365,204 417,522 0 43 365,204 417,565
Net written premiums 182,792 217,152 0 2,693 182,792 219,845

Balance at beginning of period

Mathmatical provision 65,929 263,157 25,045 25,045 90,974 288,202
Reinsurance share 21,956 232,119 229 229 22,185 232,348
Net mathmatical provision at beginning of period 43,973 31,038 24,816 24,816 68,789 55,854

Balance at end of period

Mathmatical provision 47,929 65,929 25,045 25,045 72,974 90,974
Reinsurance share 21,956 21,956 229 229 22,185 22,185
Net mathmatical provision at end of period 25,973 43,973 24,816 24,816 50,789 68,789
Change in Mathmatical Provision (18,000) 12,935 0 0 (18,000) 12,935
Net earned premuims income 200,792 204,217 0 2,693 200,792 206,910

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement of Cost of Claims for Life Insurance for the Period Ended Dec.

31 , 2012 Statement (J)
Life Investment Total
Dec. 31 Dec. 31 Dec. 31

2012 2011 2012 2011 2012 2011
Claims paid 527,285 449,516 - - 527,285 449,516
Subrogation 17,417 (3,662) - - 17,417 3,662
Local reinsurance share (26,203) - - 0 (26,203)
Foreign reinsurance share 382,256 330,690 - - 382,256 330,690
Net claims paid 127,612 88,961 - - 127,612 88,961

Outstanding claims provision at end of period

Reported 150,495 289,958 = - 150,495 289,958
Nt Reported 5,000 0 = - 5,000 0

Reinsurance share 119,496 217,822 - - 119,496 217,822
Net outstanding claims provision at end of period 35,999 72,136 - - 35,999 72,136

Outstanding claims provision at beginning of

period
Reported 289,958 270,523 - - 289,958 270,523
Reinsurance share 217,822 195,036 - - 217,822 195,036

Net outstanding claims provision at beginning of

. 72,136 75,487 0 0 72,136 75,487
period

Net cost of claims incurred 91,475 85,610 0 0 91,475 85,610

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement of Underwriting Profit for Life Insurance for the period ended

Dec. 31, 2012 Statement (K)
Life Investment Total
Dec. 31 Dec. 31 Dec. 31
2012 2011 2012 2011 2012 2011

Net earned premuims income 200,792 204,217 0 2,693 200,792 206,910
Deduct:

Net cost of claims incurred 91,475 85,610 0 0 91,475 85,610
Add:

Commissions received 90 6,682 - - 90 6,682
Issueing fees 11,349 13,458 0 0 11,349 13,458
Other revenues 98,077 1,345 - - 98,077 1,345
Total revenues 218,833 140,092 0 2,693 218,833 142,785
Commissions paid 1,899 2,936 0 - 1,899 2,936
Allocated administrative expenses 50,257 63,959 - - 50,257 63,959
Other expenses 13,606 8,247 - - 13,606 8,247
Total expenses 65,762 75,142 0 0 65,762 75,142
Underwriting profit 153,071 64,950 0 2,693 153,071 67,643

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM
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Statement Of Financial Position For Life Insurance for the
Period Ended Dec. 31, 2012 Statement (L)

Deposits at banks 100,000 100,000
Total Investments 100,000 100,000
Accounts receivable 177,772 183,711
Reinsurance companies accounts - debit 447,259 182,410
Other assets 2,282 23,437
Property and equipment - net 645 645
TOTAL ASSETS 727,958 490,203
LIABILITIES :

LIABILITIES:

Accounts payable 72,481 83,869
Reinsurance companies accounts - credit 208,321 146,053
Other liabilities 7,513 7,801

TECHNICAL PROVISIONS :

Outstanding claims provision - net 35,999 72,136

Mathematical provision - net 50,789 68,789

Total Insurance Contracts Liabilities 86,788 140,925
TOTAL LIABILITIES 375,103 378,648
EQUITY :

Head Office Current Account 199,784 43,912
Net Incme for the year 153,071 67,643

Total Equity 352,855 111,555
TOTAL LIABILITIES AND NET EQUITY 727,958 490,203

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

y
General

A. The Company was established in 1996 and registered as a public limited
shareholding company under Number (301). Its Headquarter in Amman 6th circle, PO
.BOX 3253 Amman 11181 - Jordan, with JD 20 million authorized capital divided into
20 million the par value of each JD 1. Moreover, the paid-up capital is JD 18/15 million
distributed over 18/15 million shares as of December 31, 2012.

e The ownership of transferred and non-transferred funds required to operate.
e The company operates in all insurance business types.
¢ |nvesting the surplus funds in the best manner the company sees.

e Borrowing the needed funds from banks.

B. The accompanying consolidated financial statements were approved by the Board
of Directors in its meeting dated Feb 24th 2013, and are subjected to the approval of
the General Assembly of Shareholders.

C. As per the company request on Jan 29, 2012, the Insurance Commission has
decided on March 13th ,2012 and according to paragraph (A) of Article (105) from The
Insurance Regulating Law no.(33) for the year 1999 and its amendments, the following:

1. Cancelation the Motor insurance license granted to Jordan International Insurance
Company.

2. Cancelation the third party liability license granted to Jordan International Insurance
Company which includes the Motor TPL and maintaining the general liability license
which is a part of the third party liability granted to Jordan International Insurance
Company.

Therefore, it is not allowed to issue new policies related to the canceled licenses,
although, all rights and liabilities for the policies that have been issued before the
cancellation as mentioned above are right and effective and under the responsibility of
the company as per paragraph (B) Article (49) of the above mentioned law.

23
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2
Significant Accounting Policies

Basis of Preparation

e The consolidated financial statements of the company and its subsidiary companies
have been prepared in accordance to the Standards issued by the International
Accounting Standards Board and in accordance with the forms prescribed by the
Jordanian Insurance Commission.

¢ The consolidated financial statements are prepared in accordance with the historical
cost convention except the financial assets and liabilities which are shown at fair
value as of consolidated financial statements date.

¢ The reporting currency of the consolidated financial statements is the Jordanian
Dinar, which is the functional currency of the Company.

e The accounting policies adopted for the current year are consistent with those
applied in the year ended December 31,2011, Except for the effects shown in Note
47-A)

Basis of consolidation financial statements:

The consolidated financial statements includes Jordan International Insurance
Company and it's subsidaries financial statements after elemenating intergroup
transactions and balances between the group entities :

. . . Type of Company Date of
o,

Company Name Paid In Capital Ownership % Business Location Ownership
jodar For Financia 2,500,000 100% Brokerage Amman 2005
nvestments
Jordan International 10,000,000 89.59% Real Estate Amman 2006
Investments Investments
Telal Salem Real 150,000 100% Real Estate Amman 2012

Estate * Investments

*

Jordan International Investment Company signed a contract in September 27,
2012, transferring 70% of Telal Salems’ Co strategic shares to become fully owned
by Jordan International Insurance Companuy as of December 31, 2012.

Control is achieved when the Company has the ability to control the financial and
operating policies of the subsidiary companies to obtain benefits from their activities.
Additionally, transactions, balances, revenues, and expenses between the Company
and its subsidiaries are eliminated.

The results of the subsidiaries are incorporated into the consolidated statement of
income from the effective date of acquisition which is the date on which actual control
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over the subsidiaries is assumed by the Company. Moreover, the operating results of
the disposed subsidiaries are incorporated into the consolidated statement of income
up to the effective date of disposal which is the date on which the Company losses
control over the subsidiaries.

The financial statements of the subsidiary companies are prepared for the same
financial year using the same accounting policies adopted by the Insurance Company.
If the accounting policies adopted by the subsidairy companies are different from
those used by the Insurance Company, the necessary adjustments to the financial
statements of the subsidiary companies are made to comply with the accounting
policies followed by the Insurance Company.

Non — controlling interests represent the portion of owners’ equity not owned by the
Company in the subsidiaries, non-controlling interest is shown in subsidiariers’ net
assets in separate item through the group owners’ equity.

The followings are the most significant accounting policies adopted during the year
ended December 31, 2012:

A. Financial assets at amortized cost

¢ Financial assets at amortized cost are the financial assets which the company
management intends according to its business model to hold to collect the
contractual cash flows which comprise the contractual cash flows that are solely
payments of principal and interest on the principal outstanding.

e Financial assets at amortized cost are recorded at cost upon purchase plus
acquisition expenses. Moreover, the issue premium \ discount is amortized using
the effective interest rate method, and recorded to interest or in its account. Any
allocations resulting from the decline in value of these investments leading to the
inability to recover the investment or part thereof are recorded, and any impairment
is recorded in the consolidated statement of income.

e |mpairment in financial assets recorded at amortized cost is determined on the basis
of the difference between the book value and the present value of the expected
cash flows discounted at the effective interest rate.

B. Financial assets at fair value through profit or loss

e Financial assets at fair value through profit or loss represent share, bonds and
debentures held by the company for the purpose of trading and achieving gains
from the fluctuations in market prices in the short term.

e Financial assets at fair value through profit or loss are initially stated at fair value
at acquisition date (purchase costs are recorded at consolidated statement of
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income upon purchase). They are subsequently re-measured to fair value as of
the date of the financial statements. Moreover, changes in fair value are recorded
in the statement of income including the change in fair value resulting from foreign
currency exchange translation of non-monetary assets.

e Dividends or incurred interests are stated in the consolidated statement of income.

e There is no impairment testing on these financial assets.

C. Financial assets at fair value through statement of comprehensive income

Financial assets at fair value through comprehensive income represent the strategic
investment in companies shares’ as a long term investments, not for trading purposes.

Financial assets at fair value through comprehensive income are initially stated at

fair value in addition to acquisition costs upon purchase. They are subsequently re-
measured to fair value, the change in fair value appears in the consolidated statement
of comprehensive income and in the owner’s equity including change in fair value
resulting from foreign currency exchange translation of non-monetary assets. Gains or
losses resulting from the sale of these financial assets are taken to the consolidated
statement of comprehensive income and owner’s equity. The fair value reserve balance
that belongs to the equity instruments sold is transferred directly to the retained
earnings and not through the consolidated statement of income.

Dividends are stated in the consolidated statement of income.
D. Sectors Information

e The business sector represents a group of assets and operations that share in
providing products or services subject to risks and rewards different from those of
other business sectors.

e The geographic sector relates to the provision of products or services in a specific
economic environment subject to risks and rewards different from those of sectors
operating in other economic environments.

E. Date of Recognition of Financial Assets

Financial assets are recognized on the trading date (which is the date the Company
and its subsidiaries commits itself to purchase or sell the financial assets).

F. Fair Value

Closing market prices (acquiring assets / selling liabilities) in active market at the date

of the consolidated financial statement represent the fair value of financial derivatives
traded. In case declared market prices do not exist, active trading of some financial
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assets and derivatives are not available, or the market is inactive, fair value is estimated
by one of several methods including the following:

e Comparison with the market value of another financial asset with similar terms and
conditions.

e Present value Analysis of expected future cash flows for similar instruments.
e Adoption of the option pricing models.

The valuation methods aim at providing a fair value reflecting the expectations of the
market, expected risks and expected benefits. Moreover, financial assets, the fair
value of which cannot be reliably measured, are stated at cost less any impairment.

G. Impairment in the Value of Financial Assets

The Company and its subsidiaries reviews the values of financial assets on the date of
the consolidated statement of financial position in order to determine if there are any
indications of impairment in their value individually or in the form of a portfolio. In case
such indications exist, the recoverable value is estimated to determine the impairment
loss.

Impairment is determined as follows:

e |mpairment in financial assets recorded at amortized cost: represents the difference
between the amount recorded and the present value of the expected cash flows
discounted at the original interest rate.

¢ |mpairment in financial assets fair value recorded through Profit and Loss and
Comprehensive Income at fair value represents the difference between book value
and fair value.

e |mpairment in financial assets recorded at cost is determined on the basis of the
present value of the expected cash flows discounted at the market interest rate of
similar instruments.

The impairment in value is recorded in the consolidated statement of income. Any
surplus in subsequent period resulting from previous declines in the fair value of
financial assets is taken to the consolidated statement of income except for the
impairment in financial assets through Other Comprehensive Income in which

is recovered through investment reevaluation reserve through the Consolidated
Comprehensive Income and Owner’s Equity statements .

H. Investments in Associate Companies
Associated companies are those companies whereby the Insurance Company

exercises significant influence over their financial and operating policies but does not
control them and whereby the Insurance Company owns between 20% to 50% of

27
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voting rights. Investments in associates are stated according to the equity method in
the consolidated financial statements.

Financial statements are prepared separately for the associate company as an
independent entity, the investments in associate company are shown at cost.

I. Cash and Cash Equivalents

Cash and cash equivalents comprise cash balances with banks and financial
institutions maturing within three months, less Bank accounts payable and restricted
funds balances.

J. Reinsurance Accounts

Reinsurers’ shares of insurance premiums, paid claims, technical provisions, and all
other rights and obligations resulting from reinsurance are based on signed contracts
between the Company and the reinsurers, on the accrual basis.

K. Impairment in Reinsurance Assets

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

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

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

L. 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 consolidated statement of income.

M. Real Estate Investments

The real estate investments appear in cost after deduction the accumulated
depreciation except the lands, the real estate investments are depreciated by 2% of its
production life. The impairment is record in the consolidated income statement.

In case the fair value of the real estate increases investments which impairment has
already been taken in the previous years, the losses can be refunded in which should
not exceed the cost or the recorded fair value whichever is less.
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The real estate investments are evaluated in accordance to the decisions issued by
insurance commission and the fair value is disclosed in the real estate investments
note.

N. Property and Equipment
Property and equipment are stated at cost net of accumulated depreciation and
accumulated impairment. Moreover, fixed assets are depreciated according to the

straight-line method over their estimated useful lives using the following yearly rates;
Depreciation is recorded in the consolidated statement of income:

%

Equipment, Furniture, and fixtures 10-25
Vehicles 15
Buildings 2

Property and equipment are depreciated when ready for their intended use.

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

The useful lives of property and equipment are reviewed at the end of each year. In
case

the expected useful life is different from what was determined before, the change in
estimate is recorded in the following years, being a change in estimate.

The gains or losses resulting from the disposal or derecognition of property

and equipment, representing the difference between the property and
equipment sale proceeds and their book value, are recorded in the statement of
consolidated income.

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

O. Intangible Assets

e |ntangible assets acquired through merger are recorded at fair value upon their
acquisition. Additionally, intangible assets acquired other than through a merger are
recorded at cost.

e Furthermore, intangible assets are classified according to their estimated lives
definite or indefinite. Intangible assets with definite useful lives are amortized over
the life of the asset while those with indefinite lives are reviewed for impairment at
the date of the consolidated financial statements, and the impairment is recorded in
the consolidated statement of income.
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¢ |nternally generated intangible assets are not capitalized in the Company and its
subsidiaries and are taken to the consolidated statement of income in the current
year.

e |ndications of impairment in the value of intangible assets are reviewed at the date
of the consolidated financial statements. Moreover, their lives are reassessed and
adjustments are recorded in the subsequent periods.

P. Computer Systems and Programs

Computer systems and programs are stated at cost upon acquisition and amortized at
an annual rate of 25%.

Q. Provisions

Provisions are recognized when the Company and its subsidiaries has an obligation on
the date of the consolidated statement of financial position as a result of past events,

it is probable to settle the obligation, and a reliable estimation of the amount of the
obligation can be made.

Amounts recognized as provisions represent the best evaluation of the amounts
required to settle the obligation as of the consolidated financial statements date,
taking into consideration risks and the 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 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 value can be reliably
measured.

First : Technical Provisions

Technical provisions are taken and maintained according to the regulations of the
Insurance Commission as follows:

1. The provision 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 consolidated financial statements date on the basis of a (365) day year except
for marine and land transport insurance in which the provision is calculated on the
basis of written premiums of the issued policies on the date of the consolidated
financial statements according to laws, regulations and instructions issued for this
purpose.
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2. The provision for reported claims is computed by determining the maximum total
expected costs for each claim on an individual basis.

3. 3. The incurred but not reported claims provision is calculated based on the
Company’s experience and estimation .

4. The unearned premium provision for life insurance business is calculated based on
the Company’s experience and estimation.

5. The life insurance policies mathematical provision is calculated based on actuarial
equations , revised periodically by the Actuary Consultant

6. The premium deficiency provision is calculated based on the company’s experience
and estimation.

Second : Provision for Doubtful Debts

A provision for doubtful debts is taken when there is objective evidence that the whole
or part of these debts has become irrecoverable. The provision is calculated as the
difference between the book value and recoverable value. In which the provision is
calculated based on approved ratios by the Board of Directors upon the receivables
aging as on the date of consolidated financial statements

Third : End-of-Service Indemnity Provision

End-of-service indemnity provision is calculated based on the internal regulations
prepared by the Company and its subsidiaries in accordance with the Jordanian
Companies Law.

Annual compensations paid to the terminated employees are charged to the end-of-
service indemnity provision when paid. Moreover, an allowance for the company’s
liabilities in connection with end-of-service compensations is taken for the company
and its subsidiaries to the consolidated statement of income.

R. Liability Adequacy Test

At the consolidated statement of financial position date, the adequacy and suitability of
the insurance liabilities are evaluated through the calculation of the present value of the
future cash flows relating to the outstanding insurance policies.

If the evaluation shows that the present value of the insurance liabilities (various
purchase expenses less suitable and related intangible assets) is inadequate compared
to the expected future cash flows, the full impairment is recorded in the statement of
consolidated income.
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S. Income Tax
Income tax expenses represent accrued taxes and deferred taxes.
1. Accrued Taxes

* |ncome tax expenses are accounted for on the basis of taxable income. Moreover,
taxable income differs from income declared in the consolidated statement of
income because the latter includes non-taxable revenue or not deductible tax
expenses in the current year but deductible in subsequent years, accumulated
losses acceptable by the tax authorities, as well as unallowable and non-taxable
items.

e Taxes are calculated on the basis of prescribed tax rates according to the prevailing
laws, regulations, and instructions in The Hashemite Kingdom of Jordan .

2. Deferred Taxes

e 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 consolidated
financial statements and the value of the taxable amount. Moreover, deferred taxes
are calculated according to the consolidated statement of financial position liability
method based on the tax rates expected to be applied at the tax settlement date or
the realization of the deferred tax assets or liabilities.

* The balances of deferred tax assets and liabilities are reviewed at the consolidated
statement of financial position date and reduced in case they are expected not to
be utilized or are no longer needed, wholly or partially.

T. Offsetting

Financial assets and financial liabilities are offset, and the net amount is reflected in the
consolidated statement of financial position only when there are 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.

U. 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. Insurance premiums from
insurance contracts unearned at the date of the statement of consolidated financial
position are recorded as unearned insurance premiums within liabilities.
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Claims and incurred losses settlement expenses are recorded in the consolidated
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 shareholder 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.

3. Rent Revenues

The real estate revenues are recognized by operational contracts based on the
Straight-line method, the other expenses are recognized based on the accrual
basis.

4. Commissions revenue

The commissions resulted by purchasing and selling of shares are recorded when
earned

V. Expense Recognition

All commissions and other costs relating to the acquisition of new or renewed
insurance policies are amortized in the consolidated statement of income upon their
occurrence. Other expenses are recognized on the accrual basis.

W. Insurance Compensations

Insurance compensations represent the claims paid during the period and the change
in the claims provision. The insurance compensations represent all the amounts paid
during the year whether they relate to the current year or previous years. Moreover,
outstanding claims represent the highest estimated amount for the settlement of all
claims resulting from events that took place prior to the statement of consolidated
financial position date but were still unsettled at that date. Moreover, outstanding
claims are calculated on the basis of the best information available at the date of the
consolidated financial statements and include the incurred but not reported claims
provision.

X. Salvage and Subrogation Reimbursements

Estimates of salvage and subrogation reimbursements are considered as an allowance
in the measurement of the insurance liability for claims.
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Y. General and Administrative Expenses

All distributable general and administrative expenses are loaded on insurance
departments separately. Moreover, 80% of the general and administrative expenses to
Jordan International Insurance Company have been allocated to the various insurance
departments on the basis of the earned premiums of each department in proportion to
total premiums.

Z. Employees Expenses

All distributable employees’ expenses are allocated on each insurance departments
separately. Moreover, 80% of the employees’ undistributable expenses to Jordan
International Insurance Company have been allocated to the various insurance
departments on the basis of the earned premiums of each department in proportion to
total premiums.

Aa. Foreign Currency

Transactions in foreign currencies are recorded at the exchange rates of the Jordanian
Dinar prevailing at the transaction date.

Financial assets and financial liabilities denominated in foreign currencies are translated
to Jordanian Dinar according to the average exchange rates issued by the Central
Bank of Jordan at the date of the consolidated statement of financial position.

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

Exchange gains or losses resulting there from are taken to the consolidated statement
of income.

Translating differences are posted to the assets and liabilities items in non-monetary
foreign currencies as part of the change in fair value

When consolidating the financial statements, all assets and liabilities for the Company
and its subsidiaries are translated from their foreign currency (functional) to the

report currency according to the average exchange rate on the date of the financial
statements taken from Central Bank of Jordan. The revenues and expenses items are
translated using the average exchange rate during the year and any differences are
shown in a separate line item in the consolidated comprehensive income and owners’
equity statement. And when one of these subsidiaries is sold, the related foreign
currency differences are taken as revenues or expenses in the consolidated statement
of income.
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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 shareholders’ equity. In particular,
management is required to issue significant judgments to assess future cash flows and
their timing. The above —mentioned 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.

Management believes that the estimates within the consolidated financial statements
are reasonable. The details are as follows:

e A provision for accounts receivable is made according to the various assumptions
and basis adopted by management to evaluate the required provision as per
International Financial Reporting Standards.

e The financial year is charged with its part from income tax according to the
prevailing regulations and the international financial reporting standards.

¢ Management periodically reevaluates the productive lives of tangible and intangible
assets for the purpose of calculating annual depreciation and amortizations based
on the general condition of those assets and the estimates of their expected
productive lives in the future. Any impairment loss is taken to the consolidated
statement of income.

e The claims provision and technical provisions are taken based on technical
studies according to the instructions of the Insurance Commission. Moreover, the
mathematical reserve is taken based on actuarial studies.

e A provision for lawsuits against the Company and its subsidiaries is based on a
legal study conducted by the Company’s and subsidiaries lawyer according to
which probable future risks are determined. A review of such studies is performed
periodically.

e Management periodically reviews the financial assets, shown at amortized cost, to
evaluate any impairment in their value. Such impairment is taken to the consolidated
statement of income.

e 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
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unobservable inputs are significant, may require judgment and a careful analysis of
the inputs used to measure fair value, including consideration of factors specific to
the asset or liability.

3
Deposits at Banks

This item consists of the following:
December 31, 2012 December 31, 2011

Deposits Maturing Deposits Maturing

Within One Month More than 3 Months fotal
JD JD JD JD
Inside Jordan 9,180,023 943,042 10,123,065 9,193,137
Total 9,180,023 943,042 10,123,065 9,193,137

The interest rates on deposits in Jordanian Dinar during the year 2012 ranging from
3.75% 10 6.7% and 1.5% on USD deposits.

Moreover, deposits collateralized against a bank guarantee issued to the order of
the Director of the Insurance Commission in addition to his position amounted to JD
348,042 as of December 31, 2012 (JD 333,469 December 31, 2011).

There were no restricted balances except for the deposits collateralized to the favor
of the Director of the Insurance Commission and monetary guarantees in amount
of JD 595,000 representing harm and damage guarantees at Capital Bank against
the lawsuits held on two clients of the subsidiary company (lIbda’a for Financial
Investments) .

The following is the distribution for the Company’s restricted deposits at banks:

December 31
JD JD

InvestBank 348,042 333,469
Capital Bank 595,000
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N

Financial Assets at fair value through profit or loss
December 31, December 31,

JD JD
Listed shares in Amman Stock Exchange 1,973,468 2,049,925
Listed shares in foreign markets 853,980 669,206
Foreign investment funds* 215,069 190,829
3,042,517 2,909,960

*

This item represents the investment in Global Equity Blend in Luxemburg and it is
not capital guaranteed.

&)

Financial Assets at fair value through comprehensive income

this item consists of the following

Number Of Shares Decmber 31,
JD JD

Listed Shares in Amman Stock Exchange
Unified Transport & Logistics Company - - 95,000
Un listed Shares *
Royal Jordanian Air Academy 622,913 3,140,200 3,140,200
Specialized for Oil distribution and trading 5,000 5,000 5,000

3,145,200 3,145,200

3,145,200 3,240,200

*

These shares have been evaluated as per last available evaluation study for the year
2011.

()

Investment in associate company

This item represents the subsidiary company(Jordan International Investment
Company) investment in Telal Salem Real Estate (associate company) by 30% share,
in which Jordan International Investment on Sep 27, 2012 signed an agreement to
transfer partner’s shares equivalent to 70% to be fully owned by Jordan International
Investment Company to become a subsidiary company as of Sep 30, 2012 ,the
details as of the acquisition date as follow:
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Telal Salem Real Estate Co. JD
Current assets 154,460
Current liabilities 400
Net of assets 154,060
Deduct:
Paid cash to acquisition (50,000)
liabilities incurred resulting from acquisition (36,828)
67,232
Deduct:
Portion of Jordan International Investment Co. at acquisition Date (46,218)
Gains resulting from acquisition of Telal Salem 21,014
Cash resulting from the acquisition of the subsidiary company:
Cash as of acquisition date 106,529
Cash Paid against acquisition 50,000
Cash resulting from the acquisition 56,529

-
Financial Assets at amortized cost

This item consists of the following:
December 31,

December 31, 2011

2012
JD JD
Specialized Investments Company Bonds* 450,000 500,000
450,000 500,000

*  The bonds have been extended to mature in December 6, 2015, moreover an
amount of JD 50,000 has been paid from the value of the bond on December 6,
2012, and the interest rate has been modified from 9.5% to become 10% .
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(0]

Real Estate Investments
A. This item consists of the following:

December 31

2012 2011
JD JD

Lands 8,234,365 8,573,689
Buildings 467,119 467,119
Apartments 120,697 120,697
Wadi Saqgra Office 88,433 88,433

8,910,614 9,249,938
Deduct:
Accumulated depreciation (63,276) (49,752)
Impairment in Real Estate Investments* (24,834) (24,834)

8,822,504 9,175,352

* The movement on the provision for Impairment in Real Estate Investments during
the year was as follows:

JD JD
Balance - beginning of the year 24,834 24,834
Refund during the year = -
Balance - End of the Year 24,834 24,834

The fair value of real estate investments has been reevaluated by Certified adjusters
and the average of market value amounted to JD 11,110,839 as per last available
evaluation with the Company on June 30, 2012 and Sep 30, 2012 for the part of
land in Al-Halabat Industrial Zone (JD11,838,790 as of December 31, 2011)

During the year 2012 some land with cost of JD 339,324 have been sold in Telal
Salem Zone amounting to JD 415,999 which resulted in gains amount of JD 76,675
which recorded in the consolidated statement of income.

©

Cash on Hand and at Banks

This item consists of the following:

December 31

JD JD
Cash on hand 2,071 3,115
Cash at banks (current accounts) 68,694 115,201
Cash at banks (facilities account) 6,613 12,166

77,378 130,482
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10
Checks under Collection

This item consists of the following:

December 31
2012 2011

JD JD
Checks under collection* 320,839 379,905
320,839 379,905

* The maturity date of checks under collection extend up to October 1st, 2013.

11
Accounts Receivable - Net

This item consists of the following:
December 31

[
O
[
O

Policyholders 4,421,260 4,253,802
Brokerage Customers * 654,364 654,364
Agents 50,342 43,864
Brokerage 10,654 79,595
Employees 31,712 54,411
Commercials 46,230 43,385
Others 314,273 49,174
5,528,835 5,178,595
Less: Provision for doubtful debts ** (1,073,367) (1,014,700)
Accounts receivable - Net 4,455,468 4,163,895

*This item includes accounts receivable which related to the subsidiary company
amounting to JD 654,364 after deducting the interests in suspense amounting
to JD 15,130 as of December 31, 2012 which is resulted from financing shares
purchased from brokerage customers which have been blocked in Amman Stock
Exchange for merging purposes (JD 15,130 as of December 31, 2011), these
receivables are guaranteed against collateral of shares owned by the subsidiary
company ,the subsidiary company has booked full provision against these
receivables.
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Ageing of receivables is as follows:

December 31

JD JD
Less than 60 days 1,981,145 1,331,755
61 -90 days 434,414 335,565
91 - 180 days 530,501 2,306,185
181 — 360 days 1,221,832 199,455
More than 360 days 1,360,943 1,005,635
Total 5,528,835 5,178,595

** Movement on the provision for doubtful debts during the year was as follows:

JD JD
Balance - beginning of the year 1,014,700 606,247
Additions 58,667 408,453
Balance - End of the Year 1,073,367 1,014,700

12
Reinsurance Companies Receivable - debit

This item consists of the following:
December 31

JD JD
Local insurance companies 105,488 98,388
Foreign reinsurance companies 1,476,625 1,610,211
1,582,113 1,708,599

The ageing of local reinsurance companies’ accounts is as follows:
December 31

JD JD
Less than 60 days 12,367 12,492
61— 90 days 19,781 8,379
91 — 180 days 38,634 20,128
181 — 360 days 23,392 32,098
More than 360 days 11,314 25,291

105,488 98,388
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The aging of foreign reinsurance companies’ receivables is as follows:
December 31

JD JD
Less than 60 days 996,631 -
61 - 90 days 47,609 752,772
91 - 180 days 417 711,924
181 — 360 days 320,746 75,778
More than 360 days 111,222 69,737
1,476,625 1,610,211

13
Brokrage Guarantee Fund Diposits

The item represents Ibda’ for Investments Company (subsidiary company) balance
in the brokerage guarantee fund deposits in accordance article No.(90) of the

Commercial Papers law No.(76) for the year 2002 and the internal regulations of the
brokerage guarantee fund deposits for the year 2004.

14
Income Tax

a. Income tax provision

- Movement on the income tax provision was as follows:

JD JD
Balance - beginning of the year 76,971 241,855
Income tax paid - (141,433)
Income tax expense for the year - -
Income tax paid on credit intrests (76,971) (23,451)
- 76,971

- Income tax benefits in the consolidated statement of income represents the following:

JD JD
Accrued income tax for the year - -
Deferred tax assets (88,065) (234,427)
Amortized deferred tax assets 71,874 106,187

33,809 (128,240)
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- Summary of the accounting (loss) reconciliation with the taxable (loss):

JD JD
Accounting loss (258,051) (1,051,306)
Non-deductible tax expense 1,300,509 1,419,474
Non-taxable profits (1,126,667) (1,087,039)
Taxable loss (84,209) (718,871)

- Afinal tax settlement has been reached with the Income and Sales tax Department
up to year end 2011 for the parent company (Jordan International Insurance
Company).

- Afinal settlement has been reached with the Income and Sales tax department
up to year 2009 for Jordan International Investment Company (subsidiary), the
company filed its income tax returns for the years 2010 and 2011, however, no final
settlement has been reached with the Income and Sales Tax department yet.

- Afinal settlement with the Income and Sales tax department has been reached up
to year 2008 for Ibda’a for financial investment (subsidiary) the company filed its
income tax returns for the years 2009, 2010 and 2011. however, no final settlement
has been reached with the Income and Sales Tax department yet.

- The income tax return wasn't filed by Telal Salem real estate (subsidiary) since the
inception 2008 till 2012. However, no final settlement has been reached with the
Income and Sales Tax department yet.

- In the opinion of management and its tax consultant all the provision take in the
consolidated financial statements are adequate for all the tax liabilities.
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b. Deferred tax assets:

The details are as follows:

For the Year Ended December 31, 2012 December 31
Balance
. at the Released " Balance at  Deferred Deferred
Included Accounts : Beginning  Amounts Additions Year - End Tax Tax
of the Year
JD JD JD JD JD JD
Provision for doubtful debts 1,014,700 - 58,667 1,073,367 253,532 239,594
Provision for end — of 36,471 30,000 3,237 9,708 1,362 8,109
service indemnity
Employees Issues Provision - 10,000 42,387 32,387 7,773 -
!mpawment in real estate 04,834 . ) 04,834 3474 3.474
investments

Impairment losses of financial assets

) 733,321 229,222 56,250 560,349 133,384 174,777
through profit & loss

Impairment losses of financial assets 30,750 30,750 - - - 7,380
Impairment losses of Good Will 333,196 - - 333,196 79,967 79,967
2,173,273 299,972 160,541 2,033,841 479,492 513,301

- The movement on deferred tax assets was as follows:

JD JD
Balance at the beginning of the year 513,301 385,061
Additions 38,065 234,427
Disposals (71,874) (106,187)
Balance at year end 479,492 513,301

- Deferred tax assets have been calculated based on the tax rates for which Jordan
International Insurance Company and lbda’a for Investment is subjected to by
24% and Jordan International Investment Company by 14% from the beginning of
the year 2010, according to management opinion the benefit of this deferred tax
assets will be effective in the near future , and no deferred tax benefits have been
calculated against the acceptable tax losses at the end of 2011 till a final decision is
made by the Income and Sales Tax department.
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15
Property And Equipment - Net

This item consists of the following:

Land  Building E::::L‘:Zf‘s Vehicles  Total
JD JD JD JD JD
Year 2012
Cost :
Balance at the beginning of the year 363,068 2,166,544 613,667 235,222 3,378,501
Additions - - 25,618 - 25,618
Balance at the end of the year 363,068 2,166,544 639,285 235,222 3,404,119
Accumulated depreciation :
Balance at the beginning of the year - 166,316 458,120 169,545 793,981
Depreciation during the year - 42,874 56,593 17,423 116,890
Balance at the end of the year - 209,190 514,713 186,968 910,871
Net book value 363,068 1,957,354 124,572 48,254 2,493,248
Land  Building E:::‘;::;f‘s Vehicles  Total
JD JD JD JD JD
Year 2011
Cost:
Balance at the beginning of the year 363,068 2,163,443 581,851 235,222 3,343,584
Additions - 3,101 31,816 - 34,917
Balance at the end of the year 363,068 2,166,544 613,667 235,222 3,378,501
Accumulated depreciation :
Balance at the beginning of the year - 123,010 413,145 146,109 682,264
Depreciation during the year - 43,306 44,975 23,436 111,717
Balance at the end of the year - 166,316 458,120 169,545 793,981
Net book value 363,068 2,000,228 155,547 65,677 2,584,520
Depreciation % - 2 10-25 15

Fully depreciated Property and equipment items amounted to JD 658,919 as of 31
December 2012 (JD 666,841 as of December 31, 2011).
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16
Intangible Assets - Net

This item consists of the following:
Computer Systems and Programs Brokerage License
2012 2011 2012 2011

JD JD JD JD
Balance - beginning of the _ 30,000 200,000 200,000
year
Additions / Disposals - - - -
Balance - End of the Year - - 30,000 200,000
Amortization - (30,000) - -
Balance - End of the Year - - 200,000 200,000
17
Other Assets

This item consists of the following:

December 31

JD JD

Refundable deposits 102,139 124,728
Prepaid expenses 40,636 22,012
Prepaid Reinsurance Premiums 1,190 17,396
Medications and medical supplies for claims 14,572 14,325
Accrued revenues 159,082 2,959
Prepaid income tax deposits 292 -
Prepaid payments to purchase real estate investments* 41,640 -
Trading Settlement 1,028 -
Other 5,330 45,065

365,859 226,485

* This item represents advance payments from Jordan International Investment
Company (subsidiary) for Agaba industrial Zone Authority to purchase land in Agaba

Zone.
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18
Mathematical Provision — Net

This item consists of the following:

December 31

2012 2011
JD JD
Net of Mathematical Provision 68,789 55,854
(Refund) Additional Reserve - Life (18,000) 12,935
50,789 68,789

19
Accounts Payable

This item consists of the following:
December 31

JD JD

Medical accounts — credit 1,178,959 634,574
Policies holders' 306,360 423,016
Brokerage customers 91,606 10,819
Services companies 33,102 31,896
Garage and cars spare parts payables 118,271 102,281
Agents payables 11,268 19,059
Brokerage payables 4,492 6,215

Employees payables 13,288 11,526
Other 70,809 148,033

1,828,150 1,387,419

20
Reinsurance Companies Accounts - Credit

This item consists of the following:
December 31

JD JD
Local insurance companies 436,009 567,969
Foreign reinsurance companies 2,903,921 1,678,612

3,339,930 2,246,581
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21
Other Provisions

This item consists of the following:

December 31

JD JD
Provision for end-of-service indemnity 9,708 36,471
Provision for contingent claims - 48,886
Provision for employees lawsuits 32,387 10,762
Provision for support scientific research = 7,838
Provision for Education Support Fund = 1,642
42,095 105,599

Movement on other provisions is as follows:

Balance at  Additions Paid Refunded Balance
the Beginning During During During at Year-

For the Year Ended December

Gy ik of the Year the Year the Year the Year End
JD JD JD JD JD
Provision for end-of-service indemnity 36,471 3,237 30,000 - 9,708
Provision for contingent claims 48,886 - - 48,886 -
Provision for employees lawsuits 10,762 31,625 10,000 - 32,387
Provision for support scientific research 7,838 - - 7,838 -
Provision for Education support Fund 1,642 - - 1,642 -
105,599 34,862 40,000 58,366 42,095

Balance at the Additions

For the Year Ended December .. .
Beginning of During

Paid During Balance at

31, 2011 the Year the Year the Year Year-End
JD JD JD JD

Provision for end-of-service Indemnity 174,902 46,062 184,493 36,471
Provision for contingent claims 48,886 - - 48,886
Provision for employees lawsuits 13,998 - 3,236 10,762
Provision for University of Jordan 2,734 - 2,734 -
Provision for support scientific research 7,838 - - 7,838
Provision for Education support Fund 1,642 - - 1,642

250,000 46,062 190,463 105,599
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22
Other Liabilities

This item consists of the following:

December 31

JD JD
Reinsurers deposits 1,595,087 1,880,954
Diposits claims under settlement 407,910 417,130
Other refundable deposits 583,352 88,124
Un earned revenues 23,958 6,089
Other = 1,348
2,610,307 2,393,645

23
Authorized and Paid up Capital

Authorized capital amounted to JD 20 million distributed over 20 million shares, the par
value of each is JD 1, the authorized and paid up capital amounted to JD 18/15 million
distributed over 18/15 million shares as of December 31,2012,

24
Statutory Reserve

The amounts in this account represent what has been appropriated from the yearly
income before tax at 10% according to the Companies Law. This reserve cannot be
distributed to shareholders.

25
Special Reserve

Represents the increase in the assets value of merged companies which has been
generated the subsidiary company capital (Jordan International Investment), after the
merged in accordance with consolidation community report represented by general
companies controller.

26
Difference in Purchasing of non-controlling interests

The company has purchased part of non-controlling interests in Jordan International
Investment Company to be owned by 89.59% of the subsidiary company capital as of
date of the consolidation financial statements. And the difference of JD 309,700 has
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been booked in the owners’ equity on December 31, 2012 which represents the paid
amounts and the stocks shares of the net of assets which have already been urchased
in the years 2011 and 2012 as per the International Standard No. (3) (amended in the
year 2008) which related for Business Combination.

27
Investments evaluation reserve

Represents the net of change in the financial assets at fair value through
comprehensive income as follows:

JD JD
Balance — Beginning of the year (83,930) (822,250)
Change during the year (25,870) 288,320
Net Change - statement D (25,870) 288,320
Balance - End of the Year (59,800) (33,930)

28
(Accumulated Losses)

This item consists of the following:

JD JD
Balance — beginning of the year (401,392) 518,640
Prior years adjustments Note (43) (438,095) -
Add:
(Loss) for the year (287,925)  (906,268)
Gains from selling of financial assets through comprehensive income 3,813 -
Deduct:
Purchasing of non controlling interests during the year (8,302) (13,764)

Balance - End of the Year (1,102,401) (401,392)
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29
Non-Controlling Interests

Represents the Non-controlling interests for Jordan International Investment Company
in the net of owner’s’ equity:

Non
Total Non Controlling
Ownership Paid In Statuary Special Cumulative (Loss) of Controllin Controlling Interests
Contripution Capital Reserve Reserve (Losses) the Year Interestsg Interests from
(Loss) of
the Year
Year - JD JD JD JD JD JD JD JD
2012 89/59% 10,000,000 27,337 2,225 (669,660) (37,811) 9,359,902 971,008 (3,935)
2011 88/52% 10,000,000 27,337 2,225 (631,849) (146,324) 9,251,389 1,075,687 (16,798)

30
Credit Interests

This item consists of the following:

JD JD
Bank interest earned on bank deposits 497,505 478,729
Financial assets interests at amortized cost 47,633 47,500
545,138 526,229

31
Net Gains from Financial Assets

This item consists of the following:

JD JD

Cash dividends returns for financial assetsat fair value through profit or loss 55,523 47,389
Cash dividends returns for financial assets through comprehensive income 242,562 198,461
(Loss) from financial assets at fair value through profit or loss - net 9 50,840
Cumulative change in fair value through profit or loss - net 114,112 (270,924)
412,188 25,766
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32
Other Revenues

This item consists of the following:

JD JD

Other underwriting revenues 334.083 325,131
Gains from acquisition of subsidiary company 21,014 -
Refunds of other provisions 58,366 -
Gains from selling of real estate investments 76,675 -
Financial brokerage commissions 17,760 47,302
Currency differences (1,595) (833)
Other (23,840) 44,206

482,463 416,306

33
Employees Expenses

This item consists of the following:

JD JD

Salaries and bonuses 1,095,644 1,102,109
Company's share of social security contributions 90,024 81,269
Employees training & development 12,661 1,638
Travel and transportation 42,302 41,234
Medical expenses 8,278 11,054
Security and protection 19,592 11,920
End-of-service indemnity 3,237 46,062
Employees clothes 545 4,644
Total 1,272,283 1,299,930
Employees Expenses Allocated to Underwriting Accounts * 906,702 864,700
Employees Expenses Unallocated to Underwriting Accounts 365,581 435,230

* Calculated by 80% of Jordan International Insurance Company expenditures.
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34
General and Administrative Expenses

This item consists of the following:

JD JD

Professional and consultation fees 201,842 198,996
Stationery and printing 66,179 69,847
Governmental and other fees 101,115 117,092
Rent 18,976 56,282
Advertisements 10,574 13,834
Computer expenses 63,935 55,558
Communication and stamps 39,150 34,333
Hospitality 12,252 16,294
Electricity, water and heating 50,021 43,795
Non discountable Sales tax 18,576 13,384
Board of Directors' transpotation expenses 31,725 33,203
Bank commissions 38,698 32,728
Donations 1,772 18,510
Subscriptions 20,221 18,769
Maintenance 16,095 9,698
Cleaning expenses 23,816 12,169
Vehicles expenses 15,402 20,105
Workers lawsuits 31,625 0
Tenders expenses 6,395 5,270
Brokerage commissions 168 4,508
Other expenses 26,481 33,084
Total 795,018 807,454
Allocated general & administrative expenses to the underwriting accounts*® 542,098 529,333
Unallocated general and administrative expense to the underwriting account 252,920 278,121

* Calculated by 80% of Jordan International Insurance Company expenditures.

35
(Loss) per Share for the Year

(Loss) per share have been computed by dividing net (loss) for the year by the average
number of shares during the year. The details are as follows:
For the year ended December 31,

2012 2011
JD JD
Losses for the year : refer to the company’s shareholders (287,925) (906,268)
Weighted average number of shares 18,150,000 18,150,000

(loss) for the year per Share (Basic and Diluted) (0/016) (0/049)
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6
Cash and Cash Equivalents

This item consists of the following:

December 31
JD JD

Cash on hand and at banks 77,378 130,482
Add: Deposits at banks 10,123,065 9,193,137
Less : Restricted deposits 943,042 333,469
9,257,401 8,990,150
37

Transactions with Related Parties

The consolidated financial statements include the financial statements for company
and the subsidiary companies as following:

Paid - Up Capital
Ownership 2012 2011
% JD JD

Jordan International Investments 89.59% 10,000,000 10,000,000
loda' for Financial Investments 100% 2,500,000 2,500,000
Telal Salem Real Estate 100% 150,000 150,000

As part of the company operations, the company and the subsidiary companies do the
transactions with its board of directors members and the related parties (as companies
or individuals) based on conditions which approved by the Board of Directors and the
following is the summary of transactions with related parties during the year:

December 31,

December 31, 2012 2011

Board member

and related parties
(companies and

individual)
On-Statement of Financial Position Items: JD JD JD
Accounts receivable 208,973 208,973 350,926
Accounts payables 21,288 21,288 15,247
Checks under collection 174,747 174,747 105,877

Statement of Consolidated Income Items :

Brokerage Commissions 851 851 180
Insurance premiums 3,255,711 3,255,711 3,745,474
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Executive management salaries and bonuses

Top Executive management for the company and it’s subsidiaries (salaries, bonuses,
and other benefits) are as follows:

December 31

JD JD
Salaries and bonuses 476,544 429,851
Total 476,544 429,851

38
The Fair Value of Financial Assets and Liabilities Not Shown at Fair Value
in the Consolidated Financial Statements

There are no significant differences between the book value and fair value of the
financial assets and financial liabilities that are not presented at fair value in the
consolidated financial statements.

39
Risk Management

First: Explanatory Disclosures:

The company manages its risks through comprehensive strategy to mitigate risks
and establish the right controls in order to ensure the continuity of its  effectiveness
along with the risk control system to achieve the ideal balance between risk and
return factors. The process of risk management includes continuous identification,
measurement and control on financial and non-financial risk, that might negatively
affect the company’s performance and reputation, in addition to ensure an effective
distribution for the company’s capital to balance the risk against return factors. The
company is exposed to the following risks: market risk, liquidity risk, insurance and
exchange rate risk.

Second: Quantitative Disclosures :

a. Insurance Risk

1. Insurance Risk

Risks of any insurance policy represent the probability of occurrence of the insured
accident and the uncertainty of the related claim amount due to the nature of the
insurance policy whereby the risks are volatile and unexpected in connection with

insurance policies of a certain insurance class. As regards the application of the
probability theory on pricing and the reserve, the primary risks facing the Company
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are that incurred claims and the related payments may exceed the book value of

the insurance obligations. This may happen if the probability and risk of claims are
greater than expected. As insurance accidents are unstable and vary from one year to
another, estimates may differ from the related statistics.

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

Through its personnel consisting of professionals and administrative staff, the
Company provides the best service to its clients. Moreover, a plan has been set

to protect it against probable risks whether natural or not. This requires that the
necessary provisions as well as the necessary technical equipment be made available
to maintain the Company’s and its subsidiaries continuity and viability. Hence, the
necessity to set the risk management strategy.

Risk management is the process of measurement and risk evaluation along with
strategy development to manage it, where these strategies includes transferring the
risks to another party, avoiding and mitigate its negative effects on the Company
and its subsidiaries , in addition to accept some or all of its consequences. Risk
Management is divided to four sections:

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

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

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

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

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

2. Claims Development
The schedules below show the actual claims (based on management’s estimates

at year-end) compared to the expectations for the past four years based on the
year in which the vehicles insurance claims were reported and on the year in which
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underwriting of the other general insurance types was executed as follows:

Total-Motors Insurance:

The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD

At the end of the year 5,114,135 2,652,310 2,662,738 1,560,419 775,396 12,664,998

After one year 1,406,347 2,489,923 2,956,519 1,544,653 - 8,397,442

After two years 1,386,715 2,605,965 3,009,452 - - 7,002,132

After three years 1,400,162 2,635,806 - - - 4,035,968

After four years 1,394,272 - - - - 1,394,272

Current expectations of

) ) 1,394,272 2,635,806 3,009,452 1,544,653 775,396 9,359,579
cumulative claims

Cumulative payments 1,362,000 2,603,357 2,696,659 1,197,202 316,742 8,065,960

Liabilities as stated in the
statement of consolidated 3,606,716 132,449 312,793 347,451 458,654 4,858,063
financial position

Surplus (deficit) 3,719,863  (83,496)  (346,714) 15,766 775,396 4,080,815

Total - Marine Insurance:

The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD

At the end of the year 514,368 37,640 140,934 136,483 175,175 1,004,600

After one year 175,487 36,876 141,270 129,451 - 483,084

After two years 175,487 37,695 141,320 - - 354,502

After three years 175,487 37,695 - - - 213,182

After four years 175,487 - - - = 175,487

Current expectations of

. ) 175,487 37,695 141,320 129,451 175,175 659,128
cumulative claims

Cumulative payments 175,487 36,131 81,270 122,563 84,380 499,831

Liabilities as stated in the
statement of consolidated 336,077 1,564 60,050 6,888 90,795 495,374
financial position

Surplus (deficit) 338,881 (55) (386) 7,032 175,175 520,647
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Total - fire and other Insurance:

The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD

At the end of the year 7,728,960 661,532 95,474 160,429 93,858 8,743,253

After one year 290,380 631,994 124,622 146,023 - 1,198,019

After two years 287,909 174,035 124,792 - - 586,736

After three years 287,669 170,062 - - - 457,731

After four years 287,719 - - - - 287,719

Current expectations of

. . 287,719 170,062 124,792 146,023 93,858 822,454
cumulative claims

Cumulative payments 287,564 148,187 74,907 138,693 60,248 708,599

Liabilities as stated in the
statement of consolidated 7,357,323 21,875 49,885 7,330 33,610 7,470,023
financial position

Surplus (deficit) 7,441,241 494,470 (29,318) 14,406 93,858 8,014,657

Total - Aviation Insurance:
The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD

At the end of the year - - - - - -

After one year - - - - - -

After two years - - - - - -

After three years - - - - - -

After four years - - - - - -

Current expectations of
cumulative claims

Cumulative payments - - - - - _

Liabilities as stated in the
statement of consolidated - - - - - -
financial position

Surplus (deficit) - - = o = -
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Total - Liability Insurance:

The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD
At the end of the year 392,150 - 4,000 20,154 63,740 480,044
After one year 2,917 - - 20,154 - 23,071
After two years 2,776 - - - - 2,776
After three years 2,776 - - - = 2,776
After four years 2,776 - - - - 2,776
g;irrz;egt expectations of cumulative 2776 ) ) ) ) 2776
Cumulative payments 1,509 - - 20,154 63,740 85,403
e
Surplus (deficit) 389,374 - 4,000 - 63,740 457,114

Total - Personal Accidents Insurance:

The accident year 2008 2009 2010 2011 2012 Total
JD JD JD JD JD JD

At the end of the year 2,530 - 441 - - 2,971

After one year - - - 258 - 258

After two years - - - - - -

After three years - - - - - -

After four years - - - - - -

Current expectations of cumulative
claims

Cumulative payments 75 - 440 148 - 663

Liabilities as stated in the statement of
consolidated financial position

Surplus (deficit) 2,530 - 441 (258) - 2,713

2,380 - (440) 110 = 2,050

Total - Medical Insurance:

The accident year 2010 2011

JD JD JD JD JD JD
At the end of the year 2,594,136 2,543,158 2,548,084 3,965,791 4,693,972 16,345,141
After one year 5,045,457 4,226,755 4,187,618 6,376,851 - 19,836,681
After two years 5,082,254 4,234,558 4,229,949 - - 13,546,761
After three years 5,093,885 4,234,891 - - - 9,328,776
After four years 5,094,200 - - - - 5,094,200

Current expectations of cumulative 5 04 500 4034891 4220049 6,376,851 4,693,972 24,629,863

claims

Cumulative payments 5,094,200 4,234,891 4,229,949 6,376,851 4,693,972 24,629,863
Liabilities as stated in the

statement of consolidated - - - 353,494 353,494 353,494

financial position
Surplus (deficit) (2,500,064) 1,691,733 (1,681,865) 4,693,972 4,693,972 (3,590,750)
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3. Concentration of Insurance Risk

Concentration of assets and liabilities according to the insurance type as follows:

2012 2011

Net Gross Net Gross

JD JD JD JD
Insurance type :
Motors 5,454,843 5,454,843 6,151,900 7,109,996
Marine 812,396 812,396 146,788 1,196,480
Fire and Other 392,724 9,994,203 344,231 8,455,724
Third Party Libilities 257,989 428,044 256,042 305,110
Aviation = 33,5650 - -
Personal Accidents 2,090 2,107 3,521 3,549
Medical 1,804,589 3,219,701 641,404 2,565,619
Life 86,788 228,469 140,925 380,932
Total 7,237,219 20,173,313 7,684,811 20,017,410

Concentration of assets and liabilities according to the geographical and sectional
distribution is as follows:

December 31, 2012 December 31, 2011

Assets Liabilities Assets Liabilities
JD JD JD JD

According to geographical area :
Inside Jordan 2,396,774 7,237,219 4,360,882 7,684,811
Other Middle East Countries 2,698,725 - 2,102,857 -
Europe 6,669,325 - 5,004,809 -
Asia * 1,171,270 - 864,051 -
Total 12,936,094 7,237,219 12,332,599 7,684,811

* Including Asian countries except Jordan& Middle East countries.

The concentration for assets and liabilities related to accounts receivable & payable
according to sectors as follows:

December 31, 2012 December 31, 2011
Assets Liabilities Assets Liabilities
JD JD JD JD
According to Sector:
Private sector
Sgrrgg’;?iigisa”d 5,913,512 5,150,007 5,735,158 3,612,435
Individuals 124,069 18,073 137,336 21,565

Total 6,037,581 5,168,080 5,872,494 3,634,000
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4. Reinsurance Risk

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

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

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

5. Sensitivity of Insurance Risks
December 31, 2012 December 31, 2011
Consolidated Income Owners' Equities Consolidated Income Owners' Equities
JD JD JD JD

Consolidated
(Losses) income/ (291,860) 20,490,068 (923,066) 21,281,552
owner’s equity

Decrease 5% of

premiums assuming 789,467 789,467 890,761 890,761
claims are constant
Total (1,081,327) 19,700,601 (1,818,827) 20,390,791

Consolidated
(Losses) incom/ (291,860) 20,490,068 (923,066) 21,281,552
owner’s equity

Increase 5% of
claims assuming
premiums are
constant

Total (1,034,338) 19,747,590 (1,568,578) 20,636,040

742,478 742,478 645,512 645,512
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b. Financial Risk

The Company and its subsidiaries follows financial policies for managing the various
risks within a predefined strategy. Moreover, the Company’s management monitors
and controls the risks and performs the optimal strategic allocation of both financial
assets and financial liabilities. Risks include interest rate risk, credit risk, foreign
currencies risk, and market risk.

Moreover, the Company follows the financial hedge policy for both financial assets and
financial liabilities whenever the need arises. This hedge relates to the expected future
risks.

1. Market Risks:

Market risk is the potential losses that may arise from the changes in fair value or cash
flow from financial instruments according to changes in market prices such as the
change in interest rates, foreign currency exchange rates, and equity instrument prices,
and these risks are monitored according to specific policies and procedures through
specialized committees and responsible workshops. It also includes the risk of interest
rates, exchange rate and equity instrument risks.

The following table illustrates the effect of a 5% increase (decrease) in Amman Stock
Exchange index on the fair value through income statement which is reflected on
the statement of consolidated equity as of the consolidated statement of financial
statement date, the sensitivity analysis was prepared on the assumption that the
shares’ prices are moving along with the index percent change:

+5% (5)%

For the Year Ended December 31,

2012 2011 2012 2011
JD JD JD JD
Consolidated Statement of Income 152,126 145,498 (152,126) (145,498)

+ 5% (5)%

For the Year Ended December 31,

2012 2011 2012 2011
JD JD JD JD
Owners Equities 152,126 145,498 (152,126) (145,498)

The company and its subsidiaries aren’t exposed to exchange rate risks, since the
financial reconciliations with the clients or the reinsurers occur in the local currency.

And for the transaction in USD the company’s management considers that risk
immaterial since the Jordanian Dinar (the functional currency) is directly tied with USD.
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2. Interest Rate Risks:

Interest rate risk represents the risks resulting from changes in interest rates prevailing
in the market .Moreover the company and its subsidiaries continually manage their
exposure to risk and all variety considerations such as financing and renewing the
current positions are revalued.

The Company manages bank accounts interest rate risk through the application of
sensitivity analysis of the instruments subject to interest rates so as not to reflect
negatively on the net income from interest. An increase or decrease of /5%, which
represents management’s assessment of the likely change and acceptable rates of
interest, is used.

2012 2011

For the Year Ended December 31,

+ 5% -(5)% + 5% -(5)%

JD JD JD JD
Loss of the year 51,002 (51,002) 46,618 (46,618)
Owner’s equity 51,002 (51,002) 46,618 (46,618)

3. Liquidity Risk

Liquidity risk is the inability of the Company and its subsidiaries to provide the funding
necessary to perform its obligations on the due dates. The risk management process
includes the following:

- Maintaining highly marketable assets that can be easily liquidated in protection
against any unforeseen event of a shortage in liquidity.

- Monitoring the indicators of liquidity in accordance with domestic requirements and
the requirements of regulatory authorities.

- Managing the concentrations and maturity dates of debts.
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Less L) i) More .
than One thane b than Wltho_u t Total
Month Months Year to 3 3Years Maturity
to 1 Year Years

December 31, 2012 JD JD JD JD JD JD JD
Liabilities:
Accounts payable - 1,828,150 - - - - - 1,828,150
_Rgirr;ZLthres companies accounts 3,339,930 : R . : ) 3,339,930
Accrued expenses - 222,599 - - - - - 222,599
Other provisions - 42,095 - - - - - 42,095
Due from related parties - 21,288 - - - - - 21,288
Other liabilities - 966,084 10,376 17,832 1,616,015 - - 2,610,307
Total - 6,420,146 10,376 17,832 1,616,015 - - 8,064,369
Total Assets 9,257,401 4,624,630 4,070,563 686,698 5,611,609 11,315,752 225,000 35,791,656
December 31, 2011
Liabilities:
Accounts payable - 1,387,419 - - - - - 1,387,419
_Rgirr;ZLthres companies accounts 2046581 . R ; : ) 2046581
Accrued expenses - 154,937 - - - - - 154,937
Other provisions - 105,599 - - - - - 105,599
Due from related parties - 15,247 - - - - - 15,247
Provision for income tax - 76,971 - - - - - 76,971
Other liabilities - 1,742,822 102,588 548,235 - - - 2,393,645
Total 5,729,576 102,588 548,235 - - - 6,380,399
Total assets 8,990,150 5,131,860 730,831 4,071,380 4,637,669 11,759,872 25,000 35,346,762

4. Credit Risks

Credit risk is the risk of failure of the other party to fulfill its contractual obligations,
causing losses to the Company and its subsidiaries. Moreover, The Company and its
subsidiaries follows the policy of dealing with only creditworthy parties, so as to reduce
the risk of losses resulting from failure to meet commitments.

Furthermore, the Company and its subsidiaries do not take any guarantees for
collecting trade receivables. Therefore, trade receivables are not guaranteed.

The company’s and its subsidiaries financial assets consist mainly of policy holders ,
financial assets in fair value through statement of income , financial assets in fair value
through statement of comprehensive income, cash and cash equivalent and other
debit balances, policy holders’ receivables consist of debits on local insures, some
governmental parties, major ventures and foreign clients .

In the opinion of the company’s management the percentage of uncollected
receivables or part of it is very low, knowing that it represents important concentration
for the credit risks in the clients geographical areas, moreover a strict credit policy is
maintained, where every client account is being monitored separately. The clients’
concentration per their geographical area as follows:

Inside Jordan 4,455,468

Outside Jordan -

Total 4,455,468
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40
Main Segments Analysis

a. Information on the Company’s Operating Segments

The general insurance sector at the Company includes motor insurance, marine
insurance, flight insurance, fire and damages insurance, malpractice insurance, and
other types of insurance. This includes investments and the management of cash for
the Company. Moreover, transactions among the sectors are based on the estimated
market prices at the same terms given to others.

b. Information on Geographical Distribution

This note represents the geographical distribution of the Company’s and its
subsidiaries operations. Moreover, the Company and its subsidiaries conducts its
operations mainly in the Hashemite kingdom of Jordan, representing local operations.
It also conducts international activities representing the international operations.

The following is the distribution of the Company’s and its subsidiaries revenues, assets,
and capital expenditures according to geographical sector:

Inside Jordan Outside Jordan Total
December 31 December 31 December 31
2012 2011 2012 2011 2012 2011
JD JD JD JD JD JD
Total Revenues 9,650,440 8,697,105 1,354,877 1,374,691 11,005,317 10,071,796
Total Assets 33,501,491 33,067,345 2,290,165 2,279,417 35,791,656 35,346,762

41
Management of Capital

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

The company’s management and its subsidiaries aim to achieve capital management
goals through the development the company and its subsidiaries business and achieve
surplus in operating revenues, revenues and the optimum utilization for the available
fund resources, where it achieves the desired growth in the owners’ equity.

The company and its subsidiary takes into account the appropriateness between
capital size and the nature of risks that the company and its subsidiaries are exposed
to, where it doesn’t interfere with the ongoing regulations and laws, which is reflected
through the company and its subsidiaries strategic plans and budgets. The effects of
participating in investments are taken into consideration capital adequacy ratio, the
capital and its adequacy are being continuously monitored, in the opinion of the board
of directors, the organizational capital is adequate to achieve the company and its
subsidiaries goals.
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- Solvency margin as of December 31, 2012 and 2011 is as follows:

December 31

2012 2011
JD JD

First: Available capital * 22,778,403 23,944,990
Second: Required capital :

Capital required against assets risks 5,664,357 5,419,044
Capital required against policy liabilities 1,300,820 1,135,926
Capital required against reinsurance credit risks 1,696,297 1,105,580
Capital required against life insurance risk 148,970 193,002
Total required capital 8,710,443 7,853,552
Third: Solvency margin (Available capital / Required capital) 261/51% 304/90%

* The following table shows the available capital:

December 31

JD JD
Primary Capital:
Paid — up Capital 18,150,000 18,150,000
Statutory reserve 2,219,336 2,219,336
Special reserve 2,225 2,225
Non controlling interest 971,008 1,075,687
Deference in purchasing of non controlling interest 309,700 269,626
(Accumulated Losses) (1,102,401) (401,392)
Less: investment does not go along with the investment regulations :
Increase in real estate investments 2,288,335 2,663,438
Investments evaluation reserve (59,800) (83,930)

Total available capital 22,778,403 23,944,990
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42
The Maturities of Assets and Liabilities

The following table shows the analysis of assets and liabilities according to their
expected period to recovery or settlement:

More than

Within One Year One Year Total
December 31, 2012 JD JD JD
Assets :
Deposits at banks 9,180,023 943,042 10,123.065
Financial assets at fair value through Profit & Loss 3,042,517 - 3,042,517
compranansivs tcome - 3145200 3,145,200
Financial assets at amortized cost - 450,000 450,000
Real Estate Investments - 8,822,504 8,822,504
Cash on hand and at banks 77,378 - 77,378
Checks under collection 320,839 - 320,839
Accounts receivable — net 3,382,101 1,073,367 4,455,468
Reinsurers companies accounts - debit 1,682,113 - 1,682,113
Brokerage settlement guarantee deposits - 25,000 25,000
Due from related parties 208,973 - 208,973
Deferred tax assets - net 479,492 - 479,492
Property and equipment — net - 2,493,248 2,493,248
Intangible assets - 200,000 200,000
Other assets 365,359 - 365,859
Total Assets 18,639,295 17,152,361 35,791,656
Liabilities :
Unearned premiums provision — net 1,419,906 - 1,419,906
Qutstanding claims provision — net 5,616,014 - 5,616,014
Mathematical provision 50,789 - 50,789
Premium deficiency provision 250,510 - 250,510
Accounts payable 1,828,150 - 1,828,150
Reinsures Companies accounts - credit 3,339,930 - 3,339,930
Accrued expenses 222,599 - 222,599
Other provisions 42,095 - 42,095
Due to related parties 21,288 - 21,288
Other liabilities 2,610,307 - 2,610,307
Total Liabilities 15,301,588 - 15,301,588
Net 3,337,707 17,152,361 20,490,068

6/
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Within One More than Total
Year One Year
December 31, 2011 JD JD JD
Assets:
Deposits at banks 8,859,668 333,469 9,193.137
Financial assets at fair value through Profit & Loss 2,909,960 - 2,909,960
compranansive tcome - 3240200 3240200
Investment in associate - 45,000 45,000
Financial assets at amortized cost - 500,000 500,000
Real Estate Investments - 9,175,352 9,175,352
Cash on hand and at banks 130,482 - 130,482
Checks under collection 379,905 - 379,905
Accounts receivable — net 3,844,895 319,000 4,163,895
Reinsurers companies accounts - debit 1,708,599 - 1,708,599
Brokerage settlement guarantee deposits - 25,000 25,000
Due from related parties 350,926 - 350,926
Deferred tax assets 513,301 - 513,301
Property and equipment — net - 2,584,520 2,584,520
Intangible assets - 200,000 200,000
Other assets 226,485 - 226,485
Total Assets 18,924,221 16,422,541 35,346,762
Liabilities
Unearned premiums provision — net 3,135,637 - 3,135,637
Outstanding claims provision — net 4,480,385 - 4,480,385
Mathematical provision 68,789 - 68,789
Accounts payable 1,387,419 - 1,387,419
Accrued expenses 154,937 - 154,937
Reinsures Companies accounts - credit 2,246,581 - 2,246,581
Other provisions 105,599 - 105,599
Due to related parties 15,247 - 15,247
Provision for income tax 76,971 - 76,971
Other liabilities 2,393,645 - 2,393,645
Total Liabilities 14,065,210 - 14,065,210
Net 4,859,011 16,422,541 21,281,552
43

Prior Years Adjustments

in the third quarter of year 2012, the company has adjusted an error in the calculation
of the reinsurer share of paid medical compensations prior to year 2012 through

the beginning balance of the accumulated losses, due to the inability to adjust the
comparative figures retroactively which led to increase the accumulated losses and
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the reinsurers’ payables an amount of JD 438,095. The impact of the adjustment has
shown as below:

December 31, 2012

Previous 3 Years

Announced Balance ) Adjusted Balance
Adjustments
JD JD JD
Financial Position:
Liabilities
Reinsurance accounts — credit 2,246,581 438,095 2,684,676
Owner Equity:
(Accumulated losses) 401,392 438,095 839,487
44

Lawsuits against the Company

There are lawsuits against the Company at courts claiming compensation for a total
amount of JD 3,554,680 as of December 31, 2012. In the opinion of the Company’s
management and its lawyer, no obligations shall arise there from exceeding the
allocated amounts within the net claims reserve. (JD 1,782,539 as of December 31
2011)

While there is no lawsuits against subsidiary companies as of December 31, 2012.

45
Contingent Liabilities

The Company was contingently liable for bank guarantees amounted to JD 2,331,715.

46
Fair Value Hierarchy

The following table analyzes the financial instruments recorded at fair value based on
the valuation method which is defined at different levels as follows:

e |evel 1: Quoted prices (unadjusted) for identical assets or liabilities in active
markets;

e |evel 2: Information not included in level (1) quoted prices monitored for the asset or
liability, either directly (e.g. prices) or indirectly (i.e. derived from prices);

e | evel 3: information on the asset or liability not based on those observed from the
market (unobservable inputs).
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Level (1) Level (2) Level (3) Total
December 31, 2012 JD JD JD JD
Financial instruments assets:
Eg:nmal assets at fair value through profit & 3,042,517 ) ) 3,042,517
Financial assletslat fair value through _ 3,145,200 - 3,145,200
comprehensive income
Total financial assets 3,042,517 3,145,200 - 6,187,717
Level (1) Level (2) Level (3) Total
December 31, 2011 JD JD JD JD
Financial instruments assets:
Eg:nolal assets at fair value through profit & 2.909.960 ) } 2.909.960
Financial assets at fair value through 88.277 3.151,023 } 3.240,200
comprehensive income
Total financial assets 2,998,237 3,151,923 - 6,150,160
47
Adoption of new and revised International Financial Reporting Standards
(IFRSs)

a. Amendments to IFRSs applied with no material effect on the financial
statements:

The following new and revised IFRSs have been adopted in the preparation of the
consolidated financial statements for which they did not have any material impact on
the amounts and disclosures of the consolidated financial statements, however, they
may affect the accounting for future transactions and arrangements.

Amendments to IFRS 1 Severe Hyperinflation The amendments regarding severe hyperinflation provide guidance

(Effective for annual periods beginning on or for entities emerging from severe hyperinflation either to resume

after 1 July 2011) presenting IFRS financial statements or to present IFRS financial
statements for the first time.

Amendments IFRS 1 removal of Fixed Dates The amendments regarding the removal of fixed dates provide relief

for First-time Adopters (Effective for annual to first-time adopters of IFRSs from reconstructing transactions

periods beginning on or after 1 July 2011) that occurred before their date of transition to IFRSs.

Amendments to IFRS 7 Disclosures — Transfers  The amendments to IFRS 7 increase the disclosure requirements

of Financial assets (effective for annual periods  for transactions involving transfers of financial assets. These

beginning on or after 1 July 2011) amendments are intended to provide greater transparency around
risk exposures of transactions where a financial asset is transferred
but the transferor retains some level of continuing exposure in the
asset.
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Amendments to IAS 12: Deferred Tax —
Recovery of Underlying assets (Effective for
annual periods beginning on or after 1 January
2012)

Presentation of ltems of Other
Comprehensive Income (Amendments to IAS
1)

Amends IAS 12 Income Taxes to provide a presumption that
recovery of the carrying amount of an asset measured using the
fair value model in IAS 40 Investment Property will, normally, be
through sale.

As a result of the amendments, SIC-21 Income Taxes — Recovery
of Revalue Non-Depreciable Assets would no longer apply to
investment properties carried at fair value. The amendments

also incorporate into IAS 12 the remaining guidance previously
contained in SIC-21, which is accordingly withdrawn.

Amends IAS 1 Presentation of Financial Statements to revise the
way other comprehensive income is presented.
The amendments:

e Preserve the amendments made to IAS 1 in 2007 to require
profit or loss and OCI to be presented together, i.e. either as a
single ‘statement of profit or loss and comprehensive income’,
or a separate ‘statement of profit or loss’ and a ‘statement
of comprehensive income’ — rather than requiring a single
continuous statement as was proposed in the exposure draft.

e Require entities to group items presented in OCI based on
whether they are potentially reclassifiable to profit or loss
subsequently. i.e. those that might be reclassified and those that
will not be reclassified.

e Require tax associated with items presented before tax to be
shown separately for each of the two groups of OCI items
(without changing the option to present items of OCI either
before tax or net of tax).
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B. New and revised IFRSs issued but not yet effective

The Company has not applied the following new and revised IFRSs that have been

issued and are available for early application but are not effective yet:

IFRS 9 Financial Instruments (as revised in 2010)

Amendments to IFRS 9 and IFRS 7 Mandatory
Effective date of IFRS 9 and transition
Disclosures

IFRS 10 Consolidated Financial Statements
IFRS 11 Joint Arrangements
IFRS 12 Disclosure of Interests in Other entities

Amendments to IFRS 10, IFRS 11 and IFRS
12 Consolidated Financial Statements, Joint
Arrangements and Disclosure of Interests in
Other entities: Transition Guidance

IAS 27 Separate Financial Statements (as revised
in 2011)

IAS 28 Investments in Associates and Joint
Ventures (as revised in 2011)

IFRS 13 Fair Value Measurement

IAS 19 Employee Benefits (as revised in 2011)
Amendments to IAS 32 Financial Statements
Offsetting Financial Assets and Liabilities
Amendments to IFRS 1 Government Loans
Amendments to IFRS 7 Disclosures — Offsetting
Financial Assets and Financial Liabilities

Annual Improvements to IFRSs 2009 — 2011
Cycle

IFRIC 20 Stripping Costs in the Production
Phase of a Surface Mine

Effective for annual periods
beginning on or after

1 January 2015

1 January 2015

1 January 2013
1 January 2013
1 January 2013

1 January 2013

1 January 2013

1 January 2013

1 January 2013
1 January 2013

1 January 2014
1 January 2013
1 January 2013

1 January 2013

1 January 2013

Management anticipates that each of the above standards and interpretations will be
adopted in the financial statements by its date mentioned above without having any

material impact on the Company’s consolidated financial statements.





