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Ref: Ace/ 171 /2018 O\szu » 4 2018/ 171 /g p: obo s
Date : 28 /3 /2018 ZW,‘._JI % 2018/3/28 : gt

To : Jordan Securities Commission A1 3¥ g ¢ Sotudt &7
Amman Stock Exchange : Oles duay 5y Balusll
Subject : Audited Financial Statements for the Adbaal} &y ghuall Adtalt il 2 § gl sall
fiscal year ended 31/12/2017 2017/12/31 3 Ui pgrilal Lol
Attached the Audited Financial Statements for Abaal) Al LM (0 ddas 4k (350
National Insurance Co. for the fiscal year ended Lt Lt 0 .. At gl Cppalill A8 i
31/12/2017 in Arabic and English Languages. g ndl sl 20177 712731 ey dsgiialt
A et
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of National Insurance Company Public Shareholding Company
Amman- Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of National Insurance Company a public
shareholding company (the Company) and its subsidiary (the Group), which comprise the
consolidated statement of financial position as at 31 December 2017, and the consolidated
income statement, consolidated statement of comprehensive income, consolidated statement of
changes in equity and consolidated statement of cash flows for the year then ended, and notes
to the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Group as at 31 December 2017, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards, are further described in the Auditor's Responsibilities for
the Audit of the consolidated Financial Statements section of our report. We are independent of
the Group in accordance with the International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (IESBA Code) together with the ethical requirements that are
relevant to our audit of the consolidated financial statements in Jordan, and we have fulfilled our
other ethical responsibilities in accordance with these requirements and the 1ESBA Code. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Amember firm of Ernsl & Young Globa! Limited
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Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the consolidated financial statements for the year ended 31 December 2017. These
matters were addressed in the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit addressed the matter provided
in that context .

We have fulfilled the responsibilities described in the Auditor's responsibilities for the audit of the
consolidated financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the consolidated financial statements. The
results of our audit procedures, including the procedures performed to address the matters below,
provide the basis for our audit opinion on the accompanying consolidated financial statements.

1. Revenue recognition

Key Audit matter How the key audit matter was addressed
in the audit
Revenue is an important determinant of the
Group's profitability. In addition, there is a risk | Our audit procedures included evaluating the
of improper revenue recognitiqr_n, particularly Group’s revenue recognition accounting
with regard to revenue recogmt[on at the cut- policies and assessing compliance with the
gg g?t%}i-}lg;?s ;N fitten promium amounted to policies in terms of International Financial
074, or the year ended 31 .
December 2017 Reporting Standards (IFRSs). We te.slted the
Group's controls over revenue recognition and
key controls in the revenue cycle. We also
selected a representative sample and tested
premiums written at either side of the revenue
cutoff date to, assess whether the revenue
was recognized in the correct period.
Analytical procedures were performed on
income accounts by lines of business. We
independently re-performed the revenue
calculation of each line of business using data
extracted from the Group's system. In order to
rely on the data exfracted, we tested a sample
of transactions to their related policies to
assess the accuracy of the data extracted. We
also selected and tested a representative
sample of journal entries at the cut off period.
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Disclosures of accounting policies for
revenue recognition are details in note (2) to
the consolidated financial statements.

2. Estimates used in calculation and completeness of insurance liabilities

Key Audif matter

The Group has significant insurance liabilities
of JD 11,337,656 representing 69% of the
Group’s total liabilities as of 31 December
2017. The measurement of insurance
fiabilities (the incurred but not recorded for
insurance and unearned premium revenue
and mathematical reserve) involves significant
judgment over uncertain future outcomes
including primarily the timing and ultimate full
settlement of Jong term policyholders’
liabilities.

How the key audit matter was addressed
in the audit

Our audit procedures inciuded, amongst
others, assessing the Group's methodology
for calculating the insurance liabilities and their
analysis of the movements in insurance
liabilites during the vyear, including
consideration of whether the movements are
in line with the accounting policy adopted by
the Group. We tested management’s liability
adequacy testing which is a key test
performed to check that the liabilities are
adequate in the context of expected
experience. We evaluated the competence,
capabilities and  objectivity of the
management's  specialist. Our  audit
procedures on the liability adequacy tests
included assessing the reasonableness of the
projected cash flows and reviewing the
assumptions adopted in the context of both the
Group and industry experience and specific
product features. We also assessed the
adequacy of the disclosures regarding these
liabilities

Disclosures of assumptions and accounting
policies related to insurance contracts
liabilities are details in note (2) to the
consolidated financial statements.

3. Provision for doubtful accounts receivable
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Key Audit matter

The determination as to whether accounts
receivable are collectable involves high level
of management judgment. The completeness
of allowance for doubtful accounts receivable
may have a significant impact on the Group’s
profit.

Management considers specific factors
including the age of the balance, existence of
disputes, recent historical payment patterns

and any other available information
concerning the creditworthiness of
counterparties. Management uses this

information to determine whether a provision
for impairment is required either for a specific
transaction or for a customer's balance
overall.

How the key audit matter was addressed
in the audit

Our audit procedures included testing
accounts receivable where no provision was
recognized to check that there were no
indicators of impairment. This included
verifying if payments had been received since
the year-end, reviewing historical payment
patterns and any correspondence with
customers on expected settlement dates.
Also, the accuracy of the receivables aging
report was tested through agreeing a sample
to the related supporting documents. We
selected a sample of accounts receivable
balances where a provision for impairment of
accounts receivables was recognized and
understood the rationale behind
management's judgment. In order to evaluate
the appropriateness of these judgments we
verified whether balances were overdus, the
customer's historical payment patterns and
whether any post year-end payments had
been received up to the date of completing our
audit procedures. We also obtained
corroborative evidence including
correspondence supporting any disputes
between the parties involved, attempts by
management to recover the amounts
outstanding and on the credit status of
significant counterparties where available.

Disclosures of provision for doubtful debts are
details in note (8,9,10) to the consolidated
financial statements.
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Other information included in the Group’s 2017 annual report.

Other information consists of the information included in the annual report, other than the
consolidated financial statements and our auditor's report thereon. Management is responsible
for the other information.

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

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

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

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

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

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

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

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

Reasonable assurance is a high leve!l of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exist. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate, they
couid reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.
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As part of an audit in accordance with I1SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

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

+ Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group's internal control.

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

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

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

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

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.
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From the matters communicated with those charged with governance, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the
current period, and are therefore the key audit matters, We describe these matters in our auditor’s
report, unless law or regulation precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonable be expected to outweigh the
public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The Company maintains proper accounting records, which are in agreement with the consolidated
financial statements.

Ernst & Young / Jordan
gNsT&YOUR
Amman - JOTC% Bishr Ibrahim Baker

Registration No. 592

Amman - Jordan
25 February 2018



NATIONAL INSURANCE COMPANY
PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2017

Assets
Investments-
Deposits of banks

Financial assets at fair value through other comprehensive

Income

Financial assets at amortized cost
Investment properties

Total Investments

Other assets-
Cash on hands and at banks

Notes receivables and checks under collection

Account receivables, net
Reinsurance receivables
Deferred tax assets

Property and equipment, net
Other assets

Total other assets

Total Assets

Llabilities and Equity

Technlcal Reserves-

Unearned premium reserve, net
Outstanding claims reserve, net
Mathematical reserve, net

Total Technical Reserves Liablilities

Other liabiilties-
Accounts payable

Accrued expenses
Reinsurance payables
Other provisions
Income tax provision
Other liabilities

Total other liabilities
Total Liabllities

Equity
Paid in capital

Statutory reserve

Voluntary reserve

Fair value reserve

Retained earnings

Total Shareholders Equity

Total Liabllities and Shareholders Equity

The éttached notes 1 to 42 form part of these financial statements

Notes

10
11
12
13

14

15

16
17
11
18

19
20
20
21
22

2017 2016
JD JD

10,624,663 9,323,666
3,622 956 3,830,073
2,618,078 1,800,212
498,424 702,049
17,334,121 15,758,000
115,253 1,067,347
1,252,092 1,246,493
5,599,048 4,612,892
489,570 378,060
175,743 175,367
656,428 645,629
1,136,547 1,168,007
9,424,681 9,283,795
26,758,802 25,039,795
5,914,078 5,314,664
5,375,091 5,304,111
48,487 51,480
11,337,658 10,670,255
1,464,833 914,154
87,991 41,228
2,005,097 1,342,138
39,800 64,097
70,074 438,301
1,445,929 1,269,981
5,113,824 4,069,899
16,451,480 14,740,154
8,000,000 8,000,000
1,305,481 1,155,802
311,000 11,000
(703,957) (279,525)
1,394,798 1,412,364
10,307,322 10,299,641
26,758,802 25,039,795




NATIONAL INSURANCE COMPANY

PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED INCOME STATEMENT

FOR THE YEAR ENDED 31 DECEMBER 2017

Revenues -
Gross written premiums
Less: reinsurance share

Net written premiums

Net change in unearned premiums reserve
Net change in mathematical reserve

Net earned premiums

Commissions income

Insurance policies issuance fees

Interest income

Gain from financial assets and investments
Gain from selling of investments properties
Other income related to written premiums
Other income

Total revenues

Claims and losses and related expenses -

Paid claims
Less: Recoveries
Less: Reinsurance share

Paid claims, net

Net change in claims reserve
Policies acquisition costs
Excess of loss premium
Allocated employees’ expenses

Allocated administrative and general expenses

Other expenses related to written premiums
Net Claims Cost

Unallocated employees’ expenses
Depreciation

Unallocated general and administrative expenses

Provision for doubifu! debts
Other expenses

Total expenses

Profit for the year before tax
Income tax expenses
Profit for the year

Basic and diluted earnings per share

The attached notes 1 to 42 form part of these financial statements

Notes

. 24

26

27

27
28
29

11

30

2017 2016
JD JD
21,074,037 18,822,461
7,401,198 7,046,669
13,672,839 11,775,792
(599,414) (56,254)
2,993 3,489
13,076,418 11,723,027
697,901 609,078
840,550 700,463
530,757 437,764
234,451 122,234
215,803 502,068
122,680 64,747
10,965 22,301
16,729,525 14,181,682
16,854,922 17,315,677
2,483,034 2,933,116
3,620,844 4,799,667
10,751,044 9,582,894
70,980 (453,654)
989,128 672,302
275,755 449,884
826,511 821,206
464,738 399,239
518,456 507,102
13,896,612 11,978,973
105,808 107,529
66,404 79,410
116,184 99,809
- 65,000
47,723 49,375
336,119 401,123
1,496,794 1,801,586
(280,290) (437,983)
1,216,504 1,363,603
JDfFils JD/Fils
0/152 0/170




NATIONAL INSURANCE COMPANY

PUBLIC SHAREHOLDING COMPANY

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2017

2017 2016
JD JD

Profit for the year 1,216,504 1,363,603
Add: Other comprehensive income after tax not

to be reclassified to profit and loss in subsequent

periods:

Change in fair value of financial assets at fair value

through other comprehensive income, net (408,823) (101,920)
Total comprehensive income for the year 807,681 1,261,683

The attached notes 1 to 42 form part of these financial statements
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NATIONAL INSURANCE COMPANY

PUBLIC SHAREHOLDING COMPANY
CONSOLIDATED STATEMENT OF CASH FLOW
FOR THE YEAR ENDED 31 DECEMBER 2017

ra
[=]
|
[©)

OPERATING ACTIVITIES
Profit for the year before tax

Ad]ustment for non-cash items

Depreciation 6,12
{Gain) on sale and property and equipment

{Gain) on sale and Investment properties

Net change in unearnaed premiums reserve

Net change in outstanding claims reserva

Net change in mathematical reserve

Insurance commission fees provision

Group gain policies fees provision life

Foreign exchange losses

Financial assets at amortized cost impairment

Board of directors remuneration provision

Employees bonus provision

Provision for doubtful debt

Cash flows from operating activitles before changes In
working capital

Notes receivables and checks under collaction
Accounts recelivable

Reinsurance receivables

Other assets

Accounts payable

Accrued expenses

Relnsurance payables

Other provisions paid

Other payables -

Net cash flows from operating activities before tax

Income tax pald
Income tax paid on interest
Net cash flows from operating activities

INVESTING ACTIVITIES

Term deposits due in more than three months
Purchase of financial assets at fair value through other
comprehensive Income

Sale of financial assets at fair value through other
comprehensive Income

Purchase of financial assets at amortized cost
Proceeds from selling of investments properties
Investment properties

Purchase of property and equipment

Proceeds from sale of property and equipment
Net cash flows used in investing activities

FINANCING ACTIVITIES

Cash dividends

Net cash flow used In financing activities

Net (decrease) in cash and cash equivalent

Cash and cash equivalents at beginning of the year

Cash and cash equivalents at the end of the year 31

2017 2016
JD JD
1,496,794 1,801,586
66,404 79,410
(7,551%) (154)
. (199,748) (602,068)
599,414 56,254
70,980 (453,654)
(2,993) (3,489)
131,506 113,606
5,151 489
(36) 2,203
4,452 .
- 28,125
. 22,528
- 65,000
2,164,374 1,209,836
(5,599) (333,127)
(986,156) (46,618)
(111,510) 54,946
31,460 (99,382)
550,679 (75,609)
46,763 (6,075)
662,895 (76,079)
(160,854) (239,065)
64,532 38,837 -
2,256,684 427,664
(511,122) (315,238)
(26,354) -
1,719,207 112,426
(1,594,749) 78,521
(355,147) (1,709,057)
253,440 304,230
(722,318) (616,901)
383,445 1,089,240
- (9,440)
(79,324) (9,447)
29,600 1,534
(2,085,053) (871,311)
(800,000) (560,000)
(800,000) (560,000)
(1,165,846) (1,318,885)
2,623,847 3,042,732
1,458,001 2,623,847

The attached notes 1 to 42 form part of these financial statements



NATIONAL INSURANCE COMPANY
PUBLIC SHAREHOLDING COMPANY

STATEMENT OF UNDER WRITING REVENUES FOR THE LIFE INSURANCE

FOR THE YEAR ENDED 31 DECEMBER 2017

Written Premiums —

Direct insurance
Reinsurance inward business

Total written premiums

Less:
Local reinsurance share

Foreign reinsurance share

Net Premiums '

Add:

Balance at the beginning of the year
Mathematical reserve

Less: reinsurance share
Net mathematical reserve

Less:

Balance at the end of the year

Mathematical reserve

Less: reinsurance share

Net mathematical reserve

Net earned revenue from written Premiums- net

The attached notes 1 to 42 form part of these financial statements

Life Insurance

2017 2016
JD JD
381,399 347,660
130,303 11,053
511,702 358,713
111,138 -
248,762 203,184
151,802 165,529
111,284 111,459
59,804 56,490
51,480 54,969
146,421 111,284
97,934 59,804
48,487 51,480
154,795 159,018




NATIONAL INSURANCE COMPANY
PuBLIC SHAREHOLDING COMPANY

STATEMENT OF CLAIMS COST FOR THE LIFE INSURANCE
FOR THE YEAR ENDED 31 DECEMBER 2017

Life Insurance

2017 2016
JD JD

Paid claims 264,843 246,745
Less:

Foreign reinsurance share: 208,399 181,261
Net paid claims 56,444 65,484
Claims reserve at the end of the year

Reported 116,305 67,627
Not reported 30,702 21,523
Less:

Reinsurance share 111,978 57,455
Net claims reserve at the end of the year 35,039 31,695
Reported 25,931 22,363
Not reported 9,108 9,332
Less:

Claims reserve beginning of the year

Reported 67,627 58,361
Not reported 21,523 23,776
Less:

Reinsurance share 57,455 51,190
Net claims reserve beginning of the year 31,696 30,947
Net claims cost 59,788 66,232

The attached notes 1 to 42 form part of these financlal statements



NATIONAL INSURANCE COMPANY
PUBLIC SHAREHOLDING COMPANY

STATEMENT OF UNDER WRITING PROFITS FOR THE LIFE INSURANCE

FOR THE YEAR ENDED 31 DECEMBER 2017

Net earned revenue from written premiums

Less:
Net claims cost

Add:

Commissions received
Insurance policies issuance fees
Other income

Total revenues

Less:

Policy acquisition cost

Allocated general and administrative expenses
Other expenses

Total expenses

Underwriting profit

The attached notes 1 to 42 form part of these financial statements

Life Insurance

2017 2016

JD JD
154,795 159,018
69,788 66,232
5,788 1,506
5,023 3,986
15,000 1,384
25,811 6,876
6,837 7,148
41,028 33,504
14,208 479
62,071 41,131
58,747 58,531
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NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

1 GENERAL

National Insurance Company ("Company") was established after the merger between Al-Watania
Insurance company (established in 1965) and Al-Ahlia Insurance Company established in 1986
according to the companies law number 1964 for insurance practice. The Company was registered
the ministry of industry and trade as a public shareholding company, under the registration number
(199) on 9 December 1986. The Company had the life insurance license on the 6 August 1995,
The Company's authorized and paid in capital is JD 8,000,000 divided into 8,000,000 shares with
as par value of JD 1 each as of 31 December 2017.

The Company's name was modified to become National Insurance Company (public shareholding
company), instead of National Ahlia Insurance Company (public shareholding company) based on
the Company's General Assembly decision at its extraordinary meeting on 25 April 2007,

The Company Is engaged in all kinds of insurance, such as motor, marine, transportation, fire and
property risk, liability, medical, personal accident and life through its head quarter, located in
Shmeisani - Qutb Street - next to the embassy of the Kingdom of Bahrain. PO Box 6156 - Amman
11118 - Tel: 5681979 - Fax: 5684900 and its agencies the Hashemite Kingdom of Jordan.

The consolidated financial statements were approved by the board of directors in its meeting No.
(2) on 25 February 2018 and it is subject to approval by the general assembly of the shareholders.

(2) _ SIGNIFICANT ACCOUNTING POLICIES

(2-1) Basis of preparation the consolidated financial statements

The consolidated financial statements have been prepared in accordance with 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 have been prepared on historical cost basis, except for
financial assets at fair value through other comprehensive income that have been measured at fair
value,

The Jordanian Dinar is the functional and reporting currency of the consolidated financial
statements.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

(2-2) Basis of consolidation

The consolidated financial statements comprise the financial statements of National Insurance
Company (the "Company”), and its subsidiary (referred to together as the “Group”) as of the 31
December 2017

Ownership
Company's Name Legal form Country of Origin Percentage
2017 2016
Nai for Real Estate Limited Liability
Investments Co.* Company Jordan 100% 100%

* Nai Real Estate Investment Company Ltd. was established with a full paid in capital of JD
60,000. The Company was registered with the Ministry of Industry and Trade on 16 December
2008 and it is wholly owned by the National Insurance Company. The company did not start
operations to the date of these consolidated financial statements.

The subsidiary is consolidated from the date control achieved, and continue to be consolidated
until the date when such control ceases. Control is achieved when the Group is exposed, or has
rights, to variable returns from its involvement with the investee and has the ability to affect
those returns through its power over the investee. All intra-group transactions, balances,
income, expenses between members of the Group are eliminated in full on consolidation.

The financial statements of the subsidiary are prepared for the same reporting year as for the
Company and using consistent accounting policies.

Losses attributable to non-controlling interest are recognized even if that results in a deficit
balance.

A change in the ownership interest of a subsidiary, without a loss of control, is accounted for as an
equity transaction. If the Group loses control over a subsidiary, it:

- Derecognizes the assets (including goodwill) and liabilities of the subsidiary;
- Derecognizes the carrying amount of any non-controlling interest;

- Derecognizes the cumulative translation differences, recorded in equiity;

- Recognizes the fair value of the consideration received,

- Recognizes the fair value of any investment retained,

- Recognizes any surplus or deficit in profit or loss; and



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANGIAL STATEMENTS
31 DECEMBER 2017

{2-3) Changes in accounting policies

New standards, interpretations and amendments adopted by the Group

The accounting policies used in the preparation of the consolidated financial statements are
consistent with those used in the preparation of the annual financial statements for the year ended
31 December 2016 except for the followings:

Amendments to IAS 7 Statement of Cash Flows: Disclosure Initiative

Limited amendments which require entities to provide disclosures about changes in their liabilities
arising from financing activities, including both changes arising from cash flows and non-cash
changes (such as foreign exchange gains or losses). However, the adoption of these amendments
have no impact on the Group's consolidated financial statemenits.

Amendments to IAS 12 Income Taxes: Recognition of Deferred Tax Assets for Un-
recognised Losses

Limited amendments to clarify that an entity needs to consider whether tax law restricts the
sources of taxable profits against which it may make deductions on the reversal of that deductible
temporary difference and some other limited amendments, the adoption of these amendments
have no impact on the Group’s consolidated financial statements.

{2-4) Summary of significant accounting policies

Following is a summary of the significant accounting policies:

Segments information

Business segments represent distinguishable components of the Group that are engaged in
providing products or services which are subject to risks and rewards that are different from those
of other segments, and are reported based on the reports that are used by the chief executive
decision maker,

Geographical segments are associated to products and services provided within a particular
economic environment, which are subject to risks and rewards that are different from thoss of
other economic environments.

Financlal assets trade date

Purchases and sales of financial assets are recognized on the trade date, i.e. the date that the
Group commits to purchase or sell the asset.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

Fair value measurement

The Group measures financial instruments such as derivatives and financial assets at fair value at
the financial statements date. The fair value of amortized cost financial assets disclosed in note
(34).

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date.

The fair value of an asset or a liability is measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that market patticipants act in their
economic best interest.

In case of unavailable main market , The principal or the most advantageous market for assets or
liabilities must be accessible to by the Group.

A fair value measurement of a non-financial asset takes into account a market participant's ability
to generate economic benefits by using the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Group uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximizing the use of relevant observable
inputs and minimizing the use of uncbservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the consolidated financial
statements are categorized within the fair value hierarchy, described as follows, based on the
lowsst level input that is significant to the fair value measurement as a whole:

The Group uses the following hierarchy for determining and disclosing the fair value of financial
instruments by valuation technique;

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities

Level 2: other techniques for which all inputs which have a significant effect on the recorded fair
value are observable, either directly or indirectly.

Level 3: techniques which use inputs which have a significant effect on the recorded fair value that
are not based on observable market data.

For assets and liabilities that are recognised in the consolidated financial statements on a recurring
basis, the Group determines whether transfers have occurred between Levels in the hierarchy by
re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

For the purpose of the fair value disclosure, the Group has determined classes of assets and
liabilities based on nature, characteristics and risks of the assets or liabilities and the level of the
fair value hierarchy.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

(A) __Financial assets at amortized cost

-~ Financial assets that the Group's management aims, according to its business model to hold
the assets to collect their contractual cash flows and that the contractual terms of the financial
asset give rise, on specified dates, to cash flows censtituting solely principal and profit on the
outstanding principal amounts.

- Debt instruments meeting these criteria are initially measured at amortized cost plus
transaction costs. Subsequently they are amortized using the effective profit rate method less
allowance for impairment. The losses arising from impairment are recognized in the income
statement.

- The amount of the impairment consists of the difference between the book value and present
value of the expected future cash flows discounted at the original effective interest rate.

B) Financlal assets at fair value through profit or loss

- Financial instruments at fair value through profit or loss are initially measured at fair value,
transaction costs are recorded in the income statement at the date of transaction.
Subsequently, these assets are revalued at fair value. Gains or losses arising on
subsequent measurement of these financial assets including the change in fair value
arising from non-monetary assets in foreign currencies are recognized in the income
statement. Where these assets or portion of these assets are sold, the gain or loss arising
are recorded in the consolidated income statement.

- Dividend and interest income are recorded in the consolidated income statement.

C)_Financial assets at fair value through other comprehensive income

- Equity investments that are not held for sale in the near future.

These financial instruments are initially measured at their fair value plus transaction costs.
Subsequently, they are measured at fair value. Gains or losses arising on subsequent
measurement of these equity investments including the change in fair value arising from non-
monetary assets in foreign currencies are recognized in other comprehensive Income in the
statement of changes in equity. The gain or loss on disposal of these asset are reclassified
from fair value reserve to retained earnings and not through consolidated income statement.

These financial assets are not subject to impairment testing.

Dividend income is recognized in the consolidated income statement.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

Impairments Iin Financial Assets Value

The Group assesses at each statement of financial position date whether there is an objective
evidence that a financial asset or a group of financial assets are impaired. If such evidence
exists, the recoverable amount Is estimated in order to determine the amount of impairment
loss.

Impairment is determined by the follows:

The amount of impairment loss on amortized cost asset is measured as the difference between the
asset's carrying amount and the present value of the estimated future cash flows that is discounted
at the financial assets original effective interest rate.

Impairment loss is recognized in the consolidated incorne statement. Any recoveries in the future
resulting from previously recognized impairment is credited to the consolidated income statement.

Investment property

Investment property is stated at cost less accumulated depreciation (except land) and its
depreciation over its useful life at a rate of 4%. Impairment loss is recorded in the consolidated
income statement. Any profit or operating expense arising from these assets is recognized in the
consolidated income statement.

Investment property is revalued in accordance with Insurance Department related reguiations, and
its fair value is disclosed in the investment property note (note 8).

Cash and Cash equivalents

For cash flow purposes cash and cash equivalents comprise cash on hand, banks balances and
deposits maturing within three months, less bank overdrafts and restricted funds.

Reinsurance Accounts

Reinsurers shares of insurance premiums, paid claims, technical provisions, and all other resuiting
rights and obligations are calculated based on the agreements signed between the Group and
reinsurance companies and are accounted for using the accrual basis.

Reinsurance

The Group engages within its normal activities in a variety of inward and outward reinsurance
operations with other insurance and reinsurance Companies which involves different level of risks.
The reinsurance operations include quota share, excess of loss, facultative reinsurance, and other
types of reinsurance. These reinsurance treaties does not eliminate the Group’s liability towards
policy holders, where in the case the reinsurance fails to cover its share of total liability, the Group
bears the total loss, therefore the Group provides for the un-recovered amounts. The estimation of
amounts that are likely to be recovered from reinsurers is calculated according to the Group’s
share of total liability for each claim.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

Impairment in Reinsurance Assets

In case there is any indication as to the impairment of the reinsurance assets of the Group, which
possesses the reinsured contract, the Group has to reduce the present value of the contracts and
record the impairment in the statement of income,

The impairment is recognized in the following cases only:

1. There is an objective evidence resulting from an event that took place after the recording of
the reinsurance assets confirming the Group'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 Group will
recover from reinsures,

Insurance policy acquisition cost

Acquisition cost represent the cost incurred by the company for selling or underwriting or issuing
new insurance contract, the acquisition cost is recorded in the consolidated income statement.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation and accumutated
impairment losses. Property and equipment {except land) is depreciated when its ready for use.
Depreciation is computed on a straight-line basis using the following depreciation rates recorded in
the consolidated income statement,

%
Building 2
Furniture 15
Tools and equipment 20-35
Vehicles 15
Decoration 15
Computers 50

Depreciation expense is calculated when property and equipment is put in use, property and
equipment under construction is stated at cost less impairment loss,

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

The useful life and depreciation method are reviewed periodically. If the expected useful life of the
assets do not reflect the expected pattern of economic benefits from items of property and
equipment, changes are recognized as changes in estimates for future period.



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

Any gain or loss arising on the disposal or retirement of an item of property and equipment which
represents the difference between the sales proceeds and the carrying amount of the asset is
recognized in the consolidated income statement.

Any item of property and equipment derecognized when no future economic benefits are expected
to arise from the continued use of the asset or from disposal.

Pledged financial assets

These are the financial assets that are pledged for other parties, and the other parties have
the right to control the asset (sell or re-pledge). These financial assets continues to be valued
using the same accounting policies and classification.

Intangible assets

Intangible assets are classified as finite or infinite. Intangible assets with finite lives are
amortized over the useful economic life and the amortization expense is recognized in the
consolidated income statement. While intangible assets with indefinite useful lives are
assessed for impairment at each reporting date or when there is an indication that the
intangible asset may be impaired. The impairment loss is recorded in the consolidated income
statement.

Internally generated intangible assets are not capitalized and are expensed n the consolidated
income statement.

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

Intangible assets include computer software. These intangible assets are amortized on a rate
of 50%.

Provisions

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

The amount recognized as a provision is the best estimate of the consideration required to settle
the preset obligation at the financial statements date, taking into account the risks and
uncertainties surrounding the obligation where a provision is measured using the cash flows
estimated to settle the present obligation, its carrying amount is the present value of these cash
flow.

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

-8-



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

A) Technical Reserves

Technical reserves are provided for in accordance to the Insurance Department instructions, as
follows:

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

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

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

4. Provision for unearned premiums for life insurance is calculated based on the Group's
experience and estimates.

5. The mathematical reserve of life insurance polices is calculated in accordance with the
Insurance Department regulations.

6. Reports reviewed by the actuary,

B) Receivables Impairment

The receivables impairment is provided when there is objective evidence that the Group will not be
able to collect all or part of the due amounts, and this allowance is calculated based on the
difference between book value and recoverable amount. The Group policy is to record impairment
losses for past due receivables over 365 days.

C) End of service indemnity provision

The end of service indemnity provision for employees is calculated based on the Group’s policy in
line with Jordanian labor law.

The end of service benefits for the resigned employees are recorded on settiement. Provision
against obligation for the end of service is charged to the consolidated income statement.

Liability adequacy test

At each statement of financial position date the Company assesses whether its insurance liabilities
are adequate using cuirent estimates of future cash flows under its insurance contracts. If
assessment shows that the carrying amount of its insurance liabilities Is inadequate when comparing
it to the estimated future cash flows, the deficiency is immediately recognized in the consolidated
income statement.



NATIONAL INSURANCE COMPANY
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Income Tax
Income tax expense represents current and deferred income tax.

A~ Accrued Income Tax

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

The taxes are calculated based on tax rates in the Hashemite Kingdom of Jordan.
B- Deferred Tax

Deferred taxes are taxes expected to be paid or recovered as a result of temporary differences
between the time value of the assets or liabilities In the financial statements and the value that is
calculated on the basis of taxable profit,

Deferred tax is provided using the liability method on temporary differences at the liabilities and
their carrying amounts for financial reporting purposes.

The carrying amount of deferred tax assets is reviewed at sach reporting date and reduced to the
extent that is no longer probable that all or part of the deferred tax assets will be utilized or settle a
tax liability or when no longer needed.

Offsetting

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

Revenue recognition

A- Insurance policies

Insurance premiums are recorded as revenues (earned premiums) based on the accrual periods
and policy covering period. Unearned premiums are recorded according to insurance policy
periods at the date of financial statements in liabilities as unearned premiums,

Claims expenses are recogn'ized in the consolidated income statement based on the expected
claim value to compensate the policyholder or to other affected parties.

-10-
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B- Dividend and interest revenue
The Dividends revenues are realized when the shareholder has the right to receive the payment
once apporved by the General Assembly of Shareholders.

Interest revenues are recorded using the accrual basis based for the related period, principle
amount and interest rate.

C- Rental income
Rental income from investment properties is accounted for using the straight- line basis over the
lease terms.

Expenditures recognition

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

Insurance compensations

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

- Insurance compensations payments during the year include payments for the current or prior
years, Outstanding claims represent the highest estimated amount to settle the claims resulting
from events occurred before the date of financial statements but not settled yet.

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

Recoverable scraped value

Estimated recoverable amounts from scraped value and waiver are considered when measuring
the outstanding claim liability.

General and administrative expenses

The traceable general and administrative expenses are allocated to each Insurance division
separately. Moreover, 80% of the un-allocated general and administrative expenses are allocated
to different insurance departments based on on earned premiums per department to total
premiums.

Employee’s expenses

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

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

Non-monstary assets and liabilities in foreign currencies are translated into respective functional
currencies at fair value at the respective date.

Gains and losses resulting from foreign currencies transtation shall be recorded in the consolidated
statement of income.

Translation differences on non-monetary items carried at fair value (such as stocks) are included
as part of the changes in fair value.

(2-5) Estimation uncertainty

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

The details of significant estimates made by management are as follows:

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

» The financial year is charged with its related income tax in accordance with regulations,

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

* The outstanding claim reserve and technical reserve are estimated based on technical
studies and according to insurance regulations and record actuarial reports.

* A provision on lawsuit against the Group is made based on the Group's lawyers' studies in
which contingent risk is determined, review of such study is performed periodically.

¢ The management periodically reviews financial assets at amortized cost for impairment, if
impairment existed, it is charged to the consolidated income statement,

-12-



NATIONAL INSURANCE COMPANY
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
31 DECEMBER 2017

{3) DEPOSITS AT BANKS

This itemn consists of the following:

2017 2016
Deposits
Deposits Deposits due  due from 3
due within from1to3 months to 1
a month months year Total Total
JD JD JO JD JD
Inside
Jordan 998,623 344,125 9,351,915 10,694,663 9,323,666

Interest rates on bank deposit balances in Jordanian Dinar ranges from 3.375% to 5.7% during the
year 2017.

The restricted deposits amounted to JD 325,000 as of 31 December 2017 is pledged in the
commercial Bank of Jordan is pledged on behalf at the secretary general of the Ministry of Trade
and Finance.

(4) _ FINANGIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

This item consists of the following:

2017 2016
JD JD

Inside Jordan
Quoted Shares 2,667,436 2,898,787
Outside of Jordan
Quoted Shares 818,080 893,855
Unquoted shares 37,431 37,431
Total 3,522,956 3,830,073

The financial assets at fair value through other comprehensive income include unquoted financial
assets of JD 37,431 as at 31 December 2017 are shown at fair value, which were estimated by the
Management as at the date of these consolidated financial statements.

The cost of unquoted financial assets at fair value through other comprehensive income outside
Jordan as follows:

2017 2016
JD JD
Qutiside of Jordan
Arab Reinsurance Company/lLebanon 32,331 32,331
Arab Insurance Institute/Syria 5,100 5,100
Total 37,431 37,431
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(5) FINANCIAL ASSETS AT AMORTIZED COST

This item consists of the following:

Inside Jordan

Jordanian Treasury Bonds- Dollar*
Jordanian Treasury Bonds — Dollar****
Capital Bank Bonds***

Outside Jordan
Al Hikma Pharmaceuticals Bonds**
Treasury bonds - Kingdom of Bahrain *****

Total

* The Jordanian Treasury Bonds / Dollar matures on 29 January 2026 at fixed annual interest
rate of 6.125% annually. Interest is paid every six months through two equal installments on

29 January and 29 July until maturity.

* Al Hikma Bonds matures on 10 April 2020 at fixed annual interest rate of 4.25% annually.
Interest is paid every six months through two equal installments on 10 April and 10 October

until maturity.

***  Capital Bank's bonds matures on 1 March 2020 at fixed annual interest rate of 6.85%
annually. Interest is paid every six months through two equal installments on 1 March and 1

September until maturity.

*** The Jordanian Treasury Bonds / Dollar matured on 10 October 2047 at fixed annual interest
rate of 7.375% annually. Interest is paid every six months through two equal installments on

10 Qctober and 10 April until maturity.

**** The Kingdom of Bahrain Bonds / Kuwait Dinnar matures on 31 March 2020 at fixed annual
Interest rate of 5.5% annually. Interest is paid every six months through two equal

2017 2016
JD JD
1,045,700 1,050,771
722,318 -
283,600 283,600
2,051,618 1,334,371
280,881 279,604
285,579 286,237
566,460 565,841
2,618,078 1,900,212

installments on 31 March and 30 September until maturity.
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(6) INVESTMENT PROPERTY

This item consists of the following:

Jabal Amman

Medical Clinics
2017 - Land Building Total

JD JD

Cost:
Beginning Balance 73,968 654,251 728,219
Disposals (19,421) (171,776) (191,197)
Ending Balance 54,547 482 475 537,022
Accumulated Depreciation:
Beginning Balance - 26,170 26,170
Additions - 19,928 19,928
Disposals - (7,500) (7,500)
Ending balance - 38,598 38,598
Net Book Value 54,547 443 877 498,424
2016 -
Cost:
Beginning Balance 133,610 1,172,341 1,305,951
Additions - 9,440 9,440
Disposals (59,642) (627,530) (587,172)
Ending Balance 73,968 654,251 728,219
Accumulated Depreciation:
Beginning Balance - - -
Additions - 26,170 26,170
Disposals - - -
Ending balance - 26,170 26,170
Net Book Value 73,968 628,081 702,049

The Medical clinic building consists of 19 clinics. During the year 11 clinics were sold.

Investments properties fair value estimated by JD 1,120,983 as of 31 December 2017 by 3
valuators in accordance with insurance department requirements.
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{7} CASH ON HAND AND AT BANKS

This item consists of the following:

2017 2016
JD JD
Cash on hand 41,383 27,720
Current accounts at banks 73,870 1,029,627
115,253 1,067,347
(8) NOTES RECEIVABLES AND CHEQUES UNDER COLLECTION
This item consists of the following:
2017 2016
JD JD
Notes receivables 19,754 19,754
Cheques under collection* 1,252,092 1,246,493
1,271,846 1,266,247
Less: Provision for notes receivables ** (19,754) (19,754)
1,252,092 1,246,493

* Cheques under collection maturity reach to December 2018,

** The following represents the provision for notes receivables movement:

2017 2016
JD JD
Balance at the beginning of the year 19,754 19,754
Additions - -
Balance at the end of the year 19,754 19,754
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(8) ACCOUNT RECEIVASLES, NET

This item consists of the following:

2017 2016

JD JD
Policy holders receivables 5,024,195 4,272,098
Agents receivables 650,138 608,733
Brokers receivables 699,132 639,678
Employee receivables 72,439 64,542
Other receivables 106,568 37,941
Total 6,652,472 5,622,892
Less: allowance for doubtful debts* (953,424) (1,010,000)

5,599,048 4,612,892

Below is the aging of unimpaired receivables:

Due but not impaired

More than |

181-360
Not due 1-90 day  91-180 day day 360 day Total
JD JD JD JD JD JD
2017 1,249,057 2,450,306 927,017 895,575 77,093 5,599,048
2016 361,835 2,026,742 767,094 1,041,896 415,326 4,612,892
* Movement on the allowance for doubtful debts consist of the following:
2017 2016
JD JD
Balance at the beginning of the year 1,010,000 945,000
Additions - 65,000
Wirite offs (56,576) -
Balance at the end of the year 953,424 1,010,000
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{10) REINSURANCE RECEIVABLES, NET

This item consists of the following:

2017 2016
JD JD
Local insurance companies 526,191 368,957
Foreign reinsurance companies 87,721 133,445
Less: allowance for doubtful debt for reinsurance
receivables * (124,342) (124,342)
Net reinsurance receivables 489,570 378,060

* Below is the ageing of the unimpaired reinsurance receivables:

Due but not impaired

More than
Notdue 1-90day 91-180day 181-360 day 360 day Total
JD JD JD JD JD
2017 - 215,735 94,056 36,391 143,388 489,570
2016 - 144,107 61,307 100,785 71,861 378,060
*  Movement on the allowance for doubtful debts is as follows:
2017 2016
JD JD

Balance at the beginning of the year 124,342 124,342
Additions - -
Balance at the end of the year 124,342 124,342
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{11} INCOME TAX

A- Income tax provision

The movement on the income tax provision is as follows:

2017 2016
JD JD
Balance at beginning of the year 438,301 341,022
Income tax paid (637,476) (315,238)
Income tax expense for the year 280,665 412,517
Transferred to other provision (111,416) -
Balance at end of the year 70,074 438,301

Income tax expense appearing in the consolidated income statement as following:

2017 2016
JD JD
Income tax for the year 280,665 412,517
Deferred tax assets additions (170,192) (174,130)
Deferred tax assets reversals 169,817 199,596
280,290 437,983

A summary of the reconciliation between accounting profit and taxable profit is as follows:

2017 2016
JD JD
Accounting profit 1,496,794 1,801,586
Non taxable income (1,232,638) (969,092)
Non deductible expenses 765,267 886,327
Taxable profit 1,029,423 1,718,821
Income tax rate for the year 24% 24%
Income tax for the year 247,061 412,517

Final reconciliation was reached with Income and Sales Tax Department up to 31 December 2015,
The opinion of the Company's management and tax advisor that the income tax provision is
sufficient to meet any tax exposure.
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Deferred tax assets
This item consists of the following:

2017 2016
Beginning Ending Deferred Deferred
Balance Released  Additions Balance Tax Tax
JD JD JD JD JD JD
Provisions for outstanding claims 649,200 (649,200) 703982 703,982 166,956 155.808
Provision for unearned premiums . _ - '
25,201 (25,201) 6,048
Provision for end of service } )
indemnity 25,509 25,509 6,122 6,122
Group insurance fees provision/ 2661 (4,721) 5151 2773 665
life ! ' ' ' 5639
Provisions board of directors
remuneration 28,125 (28,125) - - - 6,750
730,698 (707,247) 709,133 732,264 175,743 175,367

The tax rate used to calculate the deferred tax is 24% and the management is certain that 100%
will be recoverable in the future. The items that resulted in deferred tax assets are included in the
income tax law and are included in the tax base when calculating Company income tax.

* Movement on deferred tax asset as follows:

2017 2016
JD JD
Balance beginning of the year 175,367 200,833
Additions 170,192 174,130
Disposals {169,816) (199,596)
Balance end of the year 175,743 175,367
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{12) PROPERTY AND EQUIPMENT
This item consists of the following:

Equipment,
tools and
Land Building furniture  Decoratlon Vehlcles Total
2017 - JD JD JD JD JD JD
Cost:
Balance at the beginning of theyear 170000 533951 314532 53335 43600 1,112,428
Addltions - - 17,660 - 61,664 79,324
Disposals - - (909) - {38,000) (38,909)
Balance at the end of the year 170000 533961 328,283 53335 67,264 1,152,843
Accumulated depreclation:
Balance at the beginning of the year . 132,226 274,432 44,078 16,063 466,799
Additions . 10,679 19,985 8,000 7.812 48,476
Disposals - - (314) - (16,546) _ (16,860)
Balance at the end of the year ) 142,905 294,103 52,078 7,329 496,415
Net book value at the end of the
year 170,000 391,056 34,180 1,257 59,935 656,428
2016 -
Cost:
Balance at the beginning of the yaar 170,000 533,961 342,119 53,335 43,600 1,143,015
Additions - - 9,447 - - 9,447
Disposals - - (40,034) - - (40,034)
Balance at the end of the year 170,000 533961 311532 53,335 43,600 1,112,428
Accumulated depreciation: :
Balance at the beginning of the year - 121,518 282,788 36,055 11,852 452,213
Additions - 10,708 30,298 8,023 4,211 53,240
Disposals - - (38,654) - - {38,654)
Balance at the end of the year - 132,226 274,432 44,078 16,063 466,799
Net book value at the end of the
year 170,000 401,735 37,100 9,257 27,537 645,629

Property and equipment include fully depreciated items of JD 211,554 as 31 December 2017
(2016: JD 211,270), that are still in use.
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(13) OTHER ASSETS

This item consists of the following:

Paid claims recoveries, net
Accrued revenues
Restricted gains

Prepaid expenses
Refundable deposits
Advances on the Income tax

Total

(14} MATHEMATICAL RESERVE

This item consists of the following:

Mathematical reserve, net

{15) ACCOUNT PAYABLES

This item consists of the following:

Policy holder payables

Agenis payables

Brokers payables

Employea payables

Garages and suppliers payables
Unpaid dividends to shareholders
Medical network payables
Received advances

Other payables

Total

-22-

2017 2016
JD JD
590,353 458,607
113,971 215,124
404,053 372,518
25239 10,473
2,931 64,919
- 46,366
1,136,547 1,168,007
2017 2016
JD JD
48487 51,480
2017 2016
JD JD
184,622 199,105
186,027 133,676
111,520 74,010
7,412 2,423
422,691 291,150
117,527 77,647
371,600 32,903
- 55,000
64,434 48,240
1,464,833 914,154
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{16) REINSURANCE PAYABLE

This item consists of the following:

2017 2016
JD JD
Local insurance companies 228,361 275,278
Foreign reinsurance companies 1,776,736 1,066,860
Total 2,005,097 1,342,138
{17} OTHER PROVISIONS
This item consists of the following:
2017 2018
JD JD
Provision for end of service indemnity 25,509 25,509
Provision for Insurance Department fess 11,618 7.802
Provision for commission of group life policies 2,773 2,661
Provision for board of directors remunerations - 28,125
39,900 64,097
The below schedule represents the movement on the provisions.
Beginning Ending
balance Additions Reversals Paid halance
JD JD JD JD JD
Provislon for end of service indemnily 25,500 - - 25,509
Provislon for Insurance Depariment fees 7.802 131,506 - (127,690) 11,618
Provislon for commission of Group / Life
policles 2,661 5,151 - (5,039) 2,773
Provislon for board of directors
remunerations 28,125 - (28,125) -
64,097 136,857 - (160,854) 39,900
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{18) OTHER LIABILITIES

This item consists of the following:

2017 2016
JD JD
Reinsurance refunds withholdings 1,086,889 1,130,716
Sales tax withholdings 198,420 98,224
Stamps withholdings 16,682 6,825
Motor Accident Fund — refunds 12,015 13,537
Social security withholdings 13,078 12,884
Income tax withholdings 111,417 -
Others 7,428 7,795

1,445,929 1,269,981

(19)_PAID IN CAPITAL

Subscribed and paid in capital amounted to JD 8,000,000 divided into 8,000,000 shares at par
value of JD 1 for each as of 31 December 2017 and 2016.

(20) RESERVES

Statuary reserve
This amount represents appropriation of 10% of net income before income tax during this year and
prior years. This reserve is not available for distribution to shareholders.

Voluntary reserve :

This amount represents appropriations at 20% of net income before income tax during this year
and prior years. Voluntary reserve used for the objectives determined by the board of the directors.
The general assembly of the company has the right to distribute part or all of this amount as
dividends to the shareholders.

The company’s general assembly approved in its meeting held on 26 March 2017 to transfer JD
300,000 from retained earnings to the voluntary reserve to support company's future plans.
21} FAIR VALUE RESERVE

This item consists of the following:

2017 2016
JD JD
Balance beginning of the year (279,525) (116,090)
Net change during the year (408,823) (101,920)
(Gains) from selling of financial assets through other
comprehensive income (15,609) (61,515)
Balance ending of the year (703,957)  (279,525)
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(22) RETAINED EARNINGS

This item consists of the following:

2017 2016
JD JD

Balance at the beginning of the year 1,412,364 727,405
Transfer to voluntary reserve (300,000)

Profit for the year 1,216,504 1,363,603
Gains from selling of financial assets through other

comprehensive income 15,609 61,515
Cash dividends (800,000) (560,000)
Transfer to statuary reserve (149,679) (180,159)
Balance at the end of the year 1,394,798 1,412,364

(23) PROPOSED DIVIDENDS

Purposed dividends to shareholders is 6% of the share capital equivalent to JD 480,000 for the
year 2017 and it is subject to the shareholders approval in their general assembly meeting (20186:
10% equivalent JD 800,000).

{24) INTEREST INCOME

2017 2016
JD JD
Bank interests 416,051 331,819
Interest on financial assets at amortized cost 114,706 105,945
Total 530,757 437,764
{25) GAINS ON FINANCIAL ASSETS
This item consists of the following:
2017 2016
JD JD
Dividends income 234,451 122,234
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(26) OTHER INCOME

This item consists of the following:

2017 2016
JD JD

Provisions reversals - 19,884
Foreign exchange differences 36 2,203
Gain on selling of property and equipment 8,183 154
Others (legal interest) 2,746 60

10,865 22,301
(27) EMPLOYEES EXPENSES
This item consists of the following:

2017 2016
JD JD

Salaries and bonuses 771,783 737,018
Social Security contribution 103,924 117,516
Employees’ insurance expenses 46,741 44,780
Employees’ fraining 2,357 8,895
End of service indemnity ' - 1,734
Paid annual vacations 7,514 436
Cther - 18,355
Total ‘ 932,319 928,735
Allocated employee expenses to the underwriting account 826,511 821,206
Unallocated employee expense to the underwriting account 105,808 107,529
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(28) GENERAL AND ADMINISTRATIVE EXPENSES

This item consists of the foliowing:

Rent expense

Stationery and printing
Advertisements

Bank commission

Water, electricity and heating
Maintenance expense

Postage and telecommunications
Hospitality

Legal fees and expenses
Subscriptions

Tenders expenses

Insurance Department fees
Government fees and other fees
Transportation and travel
Professional fees

Board members transportation fees
Non refundable sales tax

Others

Total

Allocated general and administrative expenses to the
underwriting accounts

Unallocated general and administrative expense to the
underwriting accounts
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2017 2016

JD JD .
9,426 9,475
29,432 23,090
16,337 13,038
25,782 21,510
31,691 29,170
34,272 37,026
11,967 13,542
10,581 13,238
33,865 18,000
24,078 21,990
19,534 13,977
129,018 113,606
8,515 10,330
33,598 35,125
39,628 38,700
39,200 29,200
13,752 11,2569
62,646 46,772
580,922 499,048
464,738 399,239
116,184 99,809
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(29) OTHER EXPENSES
This item consists of the following;

2017 2016
JD JD
Board of directors remunerations 31,667 28,125
Investment property expenses 16,056 21,250
Total ~ 47,723 49,375

{30) EARNINGS PER SHARE

The earnings per share is calculated by dividing the profit for one year over the weighted average
number of shares for the year as follows:

2017 2016
JD JD
Profit for the year (JD) 1,216,504 1,363,603
Weighted average number of shares (Share) 8,000,000 8,000,000

Fils/ JD Fils/ JD
Basic and diluted earnings per share 07152 01170

The diluted earnings per share equals the basic earnings per share.

{31) CAsH AND CASH EQUIVALENTS

The cash and cash equivalents that appear in the consolidated statement of cash flows represent
the following:

2017 2016
JD JD
Cash in hands and at banks 115,253 1,057,347
Add: deposits at banks 10,694,663 9,323,666
Less: deposits at banks matured in more than three months (9,351,915)  (7,757,166)
Net Cash and cash equivalent 1,458,001 2,623,847
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(32) RELATED PARTY TRANSACTIONS

During the year, the Company has entered into transactions with major sharsholders, board
members and the higher management in the normal course of business. All insurance receivables
granted to related parties are considered to be performing and no provision is required for them
except for an amount of 83,193 in which provision has been taken for.

The pricing policies and terms with related parties are approved by the Company's management,

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

2017 2016
Statement of financial position: JD JD
Account Receivables 488,790 597,135
Account Payables - 10,157
Income statement:
Written premium 1,838,872 1,727,994

Compensations of key management personal of the Company (salaries, bonuses, and other
benefits) are as follows:

2017 2016

JD JD
Salaries and bonuses 360,587 332,899
Board of directors rewards 31,667 31,667
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(33) _FAIR VALUE OF FINANCIAL INSTRUMENTS

The Group uses the following order of valuation methods and alternatives in determining and
presenting the fair value of financlal instruments:

Level 1: Market prices published in active markets for the same assets and liabilities.

Level 2: Other techniques where all the inputs that have a significant impact on the fair value can
be observed directly or indirectly from the market information,

Level 3: other techniques which use inputs have a significant effect on the fair value but it is not
based on information from the market can be observed,

The following table provides an analysis of financial instruments recorded at fair value, according
to the hierarchy of the above:

Level 1 Level 2 Level 3 Total
2017- JD JD JD JD
Financlal assets
Financlal assets at fair value through other comprehensive
incomea 3,485,525 - - 3,485,525
2016-
Financial assets
Financial assets at fair value through other comprehansive
Income 3,792,642 - - 3,792,642

{34) FAIR VALUE OF FINANCIAL ASSETS NOT MEASURED AT FAIR VALUE

These financial instruments include cash balances and deposits at banks, accounts receivables,
financial investments, account payables and other financial assets and due to banks and loans and
other financial liabilities.

As indicates in Note (4), financial assets at fair value through other comprehensive Income

includes unquoted shares carried at cost amounting to JD 37,431 as of 31 December 2017 as of
31 December 2016.
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The table below shows the fair value of financial assets not measured at fair value:

2017 2016
JD JD
Financial assets at amortized cost 2,618,078 1,900,212

(35 RISK MIANAGEMENT

The Group is exposed to different kinds of risks such as the insurance contract, insurance type ,
compensation for risk and disasters, political and economic factors, regulations, legislation and
laws imposed on the insurance companies in Jordan.

The Group manages risk through its strategy as follows:

Focusing on the quality in selecting the risk and ensure that insurance risk is consistent with the
risk type and value.

The Group monitors through its technical management the claims and their develops on quarterly
basis in order to reduce the risks surrounding them to reflect the actual information for the Group in
its quarterly financial statements and to mitigate risks that may result from unexpected
developments.

The Investment Committee of the Board of Directors monitor the investments to keep
diversification in the investment portfolio through the buying of preferred shares and real estate
investments. The Committee also review hedging, risk reduction and controls in accordance with
the instructions of the Insurance Authorities.

The management of the Group holds reinsurance agreements with major reinsurers in the world to
protect the Company in case of these risks.

Maintaining effective internal control system through the department heads and the internal audit
and Group's management.

The Group has a special insurance policy so that it does not insure any car that has a date of
manufacturing prior to 2000. Also, it avoids insurances that may result in a large number of claims
such as insurance of rental cars. The Company's policy is to pay the claims within a month after
the claim and obtain a final reconciliations.

The Group mitigates risks by diversifying its insurance policies and selecting the type of risks
consistence with the reinsurance agreements.
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{A) Insurance Risk

1. Insurance risk

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

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

The Group mitigates the above risks by diversifying its insurance policies, as well as the
improvement of risk changes by carefully selecting and implementing insurance strategies and
guidelines, and using reinsurance agreements.

Duplicate Claims

Claims can be duplicated and their amounts can be affected due to different factors. The
Company's main insurance business is fire, general accident, motor and marine risk insurance.
These insurance policies are considered short term and are usually paid within one year from the
date of the accident, This helps to reduce the risk of insurance,
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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 accident has
occurred as follows:

Total - Motor Insurance:

2013 and
The aceldent year before 2014 2015 2018 2017 Total
. JD JD JD JD JD JD
At the end of the year 13,146,396 3,637,393 3,979,140 3,280,705 4399,018
3,266,283  4,204967 4,927,079
After one year 13,269,513 2 42049 4.927 -

'7 ’ ) .5 4‘ , -
After two years 13,709,600 3,498,594 210,530 ]

547 54 742, - -
After three years 13 4 3,742,651 -

After four years 13,868,049 - - - -
Present expectation for the

accumulated claims 13,868,049 3,742,651 4,210,530 4,927,079 4,399,018 31,147,345
Accumulated claims 13,600,722 3,583,702 3,973,823 4,310,819 - 25,469,066

Liability as In the stalement of
financial positicn

Repoerted 267,327 158,949 236,707 616,278 3,862,709 5,141,970
Unreported - - - - 536,309 §36,309

Surplus (deficit) in the
preliminary eslimate for reserve (721,653} (105,258) (231,390)  (1,646,302) - {2,704,603)
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Total — Marine and transportation:

2013 and
before 2014 2015 2016 2017 Total

The accident year JD JD JD JD JD JD
Al the end of the year 969,459 249,325 323,119 63,165 59,659
After one year 917,858 126,858 545,683 184,873 -
After two years 928,522 122,856 474,724 - -
After three years 924,390 91,221 - - -
After four years 994,749 - - - -
Present expectation for the

accumulated claims 994,749 91,221 474,724 184,873 59,6569 1,805,226
Accumulated payments 947,449 46,121 416,538 152,693 - 1,662,851
Liahility as in the statement of

financial position:
Reported 47,250 45,100 58,186 32,180 50,166 232,882
Unreported - - - - 9,493 9,493
Surplus (deficil) in the preliminary
astimate for reserve (25,290) 158,104 (151,605)  (121,708) - (140,499)
Total - Fire and properties:

2013 and
before 2014 2015 2016 2017 Tolal

The accident year JD JD JD JD JD JD
At the end of the year 5,748,899 679,384 188,680 581,600 58,316
After one year 5,714,401 857,782 282,048 1,277,471 )
After two years 5,765,608 510,338 173,396 - -
After three years 5,732,217 770,162 - - -
After four years 5,803,212 - - - -
Present expsctation for the
accumulated claims 5,803,212 770,162 173,396 1,277,471 58,316 8.082,557
Accumulated payments 3,211,675 555,827 84,763 1,187,651 - 5,039,916
Liability as In the statement of
financial position
Reported 2,519,537 214,335 88,633 89,820 25517 3,009,842
Unreported - - - - 32,799 32,799
Surplus (deflcit) In the prefiminary
esltimate for reserva (64,313) (90,778} 15,284 (695,871) - (625,678)
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Total — Liability:

The accident year

At the ended of the year

After one year
After two years
After three years

After four years
Present expectation for the
accumulated claims

Accumulated payments

Llabllity as In tha statement of
financlal position

Reported
Unreporied

Surplus {deficit) in the preliminary
estimate for reserve

Total — Medical:

The accldent year

At the ended of the year

After one year
After two years
After three years

After four years
Present expectation for the
accumulated claims

Accumulated payments

Llabllity as In the slatement of
financlal position

Reported
Unreported

Surplus (deficit) in the preliminary
estimate for reserve

2013 and
before 2014 2015 2016 2017 Total

JD JD JD JD JD JD

109,384 37.544 24,554 168,529 3,722

117,423 31,100 23,111 135,824 -

123,902 31,350 184,131 - -

123,456 16,525 . - -

151,700 . . - -

151,700 16,525 184,131 135,824 3722 491,902
96,164 - 18,060 127,374 - 241,598
55,536 16,525 166,071 8,450 3,000 249,582
- - - - 722 722

{42,316) 21,019 {(159,577) 22,705 - (158,169}

2013 and
before 2014 2015 2016 2017 Total

JD JD JD JD JD JD

326,107 487,084 561,129 514,226 665,804

326,107 467,084 561,129 1,052,277 -

326,107 467,084 561,429 - -

326,107 467,084 - - -

326,107 467,084 - . .

326,107 467,084 561,129 1,052,277 665,804 3,072,401

326,107 467,084 561,129 1,052,277 - 2,406,507
- - - - 241,227 241,227
. - - - 424,577 424,577
- . . (538,051) - (538,051)
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Total — Life:

2013 and

before 2014 2015 2016 2017 Total

The accident year JD JD JD JD JD JD
At the end of the year 170,647 29,266 35,749 32,304 92,967
After one year 167,802 65,105 24,475 22,336 -
After two years 168,383 65,105 22,850 - .
Afler three years 177,263 70,116
After four years 184,765 - - - -
Prasent expectation for the
accumulated claims 184,765 70,116 22,850 22,336 92 967 393,034
Accumutated payments 164,252 55,116 14,362 22,336 - 246,026
Llabllity as in the statement of
financlal positlon
Reported 30,513 15,000 8,528 - 62,265 116,306
Unreported - - - - 30,702 30,702
Surplus (deficit) in the preliminary

estimate for reserve {14,118} (40,850) 12,899 9,958 - (32,101)

3. INSURANCE RISK CONCENTRATIONS

Below schedules presenting risk concentration based on insurance type and the geographical
distribution:

Insurance liabilities exposure base on insurance type is as follows:

2017 2016

Net Gross Net Gross

JD JD JD JD
Insurance types
Motor 10,190,394 11,284,815 9,801,615 10,741,029
Marine and fransportation 120,168 500,855 95,541 . 601,130
Fire and properties 239,944 4,850,064 281,126 4,738,994
Labilities 66,935 292,475 48,932 382,680
Medical 636,689 1,625,636 359,869 1,199,567
Life 83,526 203,428 83,175 200,434
Total 11,337,656 18,747,273 10,670,255 17,863,834

All assets and liabilities of insurance polices are within Jordan.
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The table below represents the distribution of assets and liabilitiss by sector:

2017 2016
Off- Off-
Statement of Statement
Financial of Financial
Assots Liabilities Pasltlon Assets Liabilittes Position
JO JD JD JD JD JD
According to Sector:
Public 1,940,874 4,899,852 - 1,884,285 4,668,953 -
Private :
Corporate 4,552,965 11,086,297 - 4,420,217 10,563,871 -
Individuals 915,778 2,761,124 - 889,077 2,631,010 -
Total 7,409,617 18,747,273 - 7,193,579 17,863,834 -

4, RISK OF REINSURANCE

As with other insurance companies, and in order to reduce exposure to financial losses that may
resuit from large insurance claims, the Group enters into reinsurance agreements in the ordinary
course of business with third parties.

In order to reduce the exposure to large losses as a result of the reinsurance companies'
insolvency, the Group evaluates the financial condition of its reinsurers and monitors the credit risk
arising from geographical regions and similar economic activities or components. Reinsurance
policies do not exempt the Group from its obligations towards the policyholders, and as a resuilt,
the Group remains committed to the balance of reinsured claims if reinsurers are unable to meet
their obligations under reinsurance policies.

5. INSURANCE RISK SENSITIVITY

The table below shows the effect of the possible reasonable change in underwriting premium rates
on the statement of income and equity keeping all other affecting variables fixed.

Effects on Effects on the

the current year

underwriting pre- Effects on

Insurance activities Change _ premiumns Tax profit The equity*
% JD JD JD

Motor 10 1,112,618 1,016,935 772,871
Marine and transportation 10 94,929 18,860 14,334
Fire and property 10 327 988 41,627 31,560
Liabilitles 10 7.225 2,762 2,009
Medical 10 513,474 212,079 161,180
Life 10 61,170 15,480 11,764
Total 2,107,404 1,307,643 993,808

¥ Net after deducting income tax effect.

In case of negative change the effect equals the change above with opposite sign.
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The table below shows the possible reasonable effects of change in the clainis cost on the
statement of income and equity keeping all other affecting valuables fixed.

Effects on

Effects on the current -

the cost of year pre- Effects on
Insurance activities Change _ claims Tax profit  The equity”

% JD JD JD

Motors 10 1,166,636 887,086 874,869
Marine and transportation 10 22,750 2,969 2,257
Fire and property 10 34,149 (139) {106)
Liabilities 10 3,484 1,613 1,226
Medical 10 431,989 183,794 139,684
Life 10 26,484 5,979 4,544
Total 1,685,492 1,082,202 822,474

* Net after deducting income tax effect.
In case of negative change the effect equals the change above with opposite the sign.

(B) _FINANGIAL RISKS

The Group applies financial policies to manage several risks within a predetermined strategy. The
Group's management observes and controls the risk and determines the most suitable strategic
risk distribution procedures for each of the financial assets and liabilities. This risk includes interest
rate risk, credit risk, foreign currency risk and market risk.

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

1) Market Risks

Market rigk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
as a result of changes in market prices such as interest rates, currency prices and stock prices.
These risks are monitored according to specific policies and procedures and through specialized
committees and business units.

Market risk and its related controls are measured through sensitivity analysis.

- Interest Rate Risk

The Group is exposed to interest rate risk on its assets and liabilities which holds interest such as
deposits with banks.

Interest rates on bank deposits balances in Jordanian Dinars range from 3.75% to 4.25% In 2017,

The following table shows the sensitivity of the income statement to reasonably possible changes
on interest rates as at 31 December, with all other variables held constant.
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The sensitivity of the statement of income is the sffect of the assumed changes with interest rates
on the group's profit for one year and is calculated on financial assets and which holds a variable

interest rate price as at 31 December.

Effect on the
current year
pre-tax profit

JD
106,947

Effect on the
current year
pre-tax profit

Increase in
_interest rate
2017- Percentage
Currency
Jordanian Dinar 1%
Increase in
Interest rate
2016- Percentage
Jordanian Dinar 1%

JD

93,237

In case of negative change, the effect is equal to the above change with an opposite sign.

Share price risk

The table below shows the sensitivity of the accumulated change in the fair value as a result of the
reasonable changes of stock prices, with all other variables fixed:

Effect on
equity after
tax

JD
133,372
Effect on

equity after
tax

Increase
indicator
2017- Percentage
Currency
Amman Stock Exchange 5%
Increase in
interest rate
2016- Percentage
Amman Stock Exchange 5%

JD
144,939

In case of negative change, the effect is equal to the above change with an opposite sign

Foreign Currencies Risks

Foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes
in foreign exchange rates. The Jordanian Dinar is the base currency of the company. The Board of
Directors sets limits on the financial position of each currency in the company. The Forex Center is
monitored on a daily basis and strategies are adopted to ensure that the FX position is maintained

within the approved limits.
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Most of the Group's transactions are in Jordanian Dinars and US Dollars. The Jordanian Dinars
exchange rate is pegged against the US Dollar (US$ 1/41 for 1 JD). Accordingly, the Company not
exposed to significant currency risk.

2) Liquidity Risk

Liquidity risk is the risk that the Group will not be able to provide the necessary funding to meet its
obligations at maturity. To prevent these risks, management diversifies its sources of finance,
manages and adjusts assets and liabilities and maintains sufficient cash and cash equivalents and
trading securities.

The Group monitors its liquidity requirements on a monthly basis and the management ensures that
sufficient funds are available to mest any liabilites as they arise. Significant amounts of the
company's funds are invested in local traded shares,

The table below summarizes the maturity profile of the Group's financial liabilities {based on the
remaining year's maturity from the date of the financial statements):

Lessthan 1 month to 6 month to 1 More than Without
month 3months 3-8 months year 1-3 years 3 years maturity Toltal
JD JD JD JDO JD JD JD JD

2017 -

Liabltitles:

Unearned premlum revenus, net 492,820 985,699 1,478,520 2,957,039 - - - 5,914,078
Outstanding clalms net 447 906 895866 1,343,773 2,687,546 - - - 5,375,001
Mathematlcal reserve nat 4,040 8,081 12,122 24,244 - - - 48,487
Accounts payable - 1,464,833 - - = - - 1,464,833
Accrued expanses 87,991 - - - - - - 87,991
Relnsurance payables - 501,274 1,503,823 - - - = 2,005,007
Other provislons 4,788 19,152 15,960 - - - - 39,900
Income tax provision - - 70,074 - - - - 70,074
Other payablas 106,761 387,008 320,283 520,460 111,417 - - 1,445,939
Total liabliltles 1144306 4,261,913 4,744,555 6,189,289 111,417 - - 16,451,480
Total Assets 4570175 47301342 10,753,354  4,839009 1,613,003 806,502 - 26,883,385
2016 -

Llabllitles:

Unearned premlum revenue, net 442,889 885777 1,328,666 2,657,332 - - - 5,314,664
Outstanding clalms net 441,842 884,019 1,326,082 2,652,056 - - - 5,304,111
Mathemalfcal reserve net 4,290 8,580 12,870 25,740 - - - 51,480
Accounts payable - 914,154 - - - - - 914,154
Accrued expenses 41,227 - - - - - - 41,227
Relnsurance payables - 335535 1,006,604 - - 1,342,138
Other provislons 7,802 30,786 25,509 - - - - 64,007
Income tax provision - - 438,301 - - - - 438,301
Other payables 08,224 365,959 281,614 534,184 - - - 1,269,981
Total llabllities 1,036,442 3,414,810 4,419,592 5,869,312 - - - 14,740,154
Total Assots 5164497 2207,014 7,816,869 6,836,296 1,049262 1,857,857 - 25,039,795
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3) Credit Risk

Credit risk is the risk that may arise from the default or inability of debtors and other parties to meet
their obligations to the Group.

The Group sees that it is not exposed to credit risk significantly as it establishes a credit ceiling for

customers and monitors outstanding receivables on a continuous basis. The Group also mainfains
balances and deposits with reputable financial institutions.

{36) _ ANALYSIS OF MAJOR SEGMENTS INFORMATION

A- Business segments

For administrative purposes, the Group has been organized into two segments of business, the
general insurance segment which include (fire and property, medical, marine, transportation, motor,
liability), and life which includes (life insurance and investment). These two key segments that are
used by the group to show information related to segment reporting. The above fwo segments also
include investments and cash management for the Group's own account. Transactions between
business segments are carried out on the basis of estimated market prices and on the sames terms
as those with which they are dealing with.

B-Geographical segment
This note represents the geographical distribution of the Group's business. The Group mainly
conduct operations in Jordan.

The Group's revenues, assets and capital expenditures distributed by geographical segment as
follows:

Inside Jordan Outside Jordan Total
2017 2016 2017 2016 2017 2016
JD JD JD JD JD JD
Total revenues 15,729,525 14,181,682 - - 15,729,525 14,181,682
Total assets 25,535,850 23,726,888 1,222,952 1,312,907 26,758,802 25,039,795
Capital expenditure 79,324 18,887 - - 79,324 18,887
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(37) MANAGEMENT OF CAPITAL

The capital requirements are regulated by the insurance authority. These requirements have been
established to ensure an appropriate margin. Additional objectives were set by the company to
maintain strong credit ratings and high capital ratios in order to support its business and maximize
shareholders’ equity.

The Group manages the capital structure and makes the necessary adjustments in light of changes
in working conditions. The company has made no changes to the objectives, policies and procedures
relating to capital structure during the current year and the previous year.

The capital structure includes paid in capital, statutory reserve, voluntary reserve, fair value reserve
and retained earning totaling to JD 10,307,322 (2016: JD 10,299,641).

In the opinion of the managerment, regulatory capital is sufficient to meet future risks or liabilities.

2017 2016
JD : JOD

Total available capital 10,929,881 11,086,323
Capital requirements:

Capital requirement against asset risks 3,828,728 3,530,116
Capital requirement against underwriting liabilities 1,598,802 1,512,941
Capital requirement against the reinsurance risk 25,275 23,059
Capital requirement for life insurance risk 222,162 165,572
Total required capital 5,674,967 5,231,688
Solvency margin ratio 192% 212%
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(38) MATURITY ANALYSIS OF ASSETS AND LIABILITIES

The table below shows an analysis of assets and liabiiities analyzed according to when they are
expected to be recovered or settled:

‘ More than 1

2017 - Within1 year year Total
JD JD JD

Assets
Depaosits at bank 7,776,990 2,917,673 10,694,663
Financial assets at fair value through
other comprehensive income 3,622,956 - 3,522,956
Financial assets at amortized cost - 2,618,078 2,618,078
investment property 498,424 - 498,424
Cash on hand and at banks 115,253 “ 115,253
Cheques under collection and notes
receivables 1,252,092 - 1,252,092
Accounts receivables, net 5,599,048 - 5,599,048
Reinsurance receivables, net 489,570 - 489,570
Deferred tax assets 175,743 - 175,743
Property and equipment 46,476 609,952 656,428
Other assets 732,494 404,053 1,136,547
Total Assets 20,209,046 6,549,756 26,758,802
Liabilities
Unearned premiums reserve, net 5,914,078 - 5,914,078
Outstanding claims reserve, net 5,375,091 - 5,375,091
Mathematical reserve, net 48,487 - 48,487
Account payabies 1,464,833 - 1,464,833
Accrued expenses 87,991 - 87,991
Reinsurance payables 2,005,097 - 2,005,097
Other provisions 39,900 - 39,800
income tax provision . 70,074 - 70,074
Other liabilities 1,445,929 - 1,445,929
Total Liabilities 16,451,480 - 16,451,480
Net Assets 3,757,566 6,549,756 10,307,322
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2016 -

Assets _

Deposits at bank

Financial assets at fair value through
other comprehensive income

Financial assets at amortized cost
Investment property

Cash on hand and at banks

Cheques under collection and notes
receivables

Accounts receivables, net

Reinsurance receivables, net

Deferred tax assets

Property and equipment

Other assets

Total Assets

Liabilities

Unearned premiums reserve, net
Outstanding claims reserve, net
Mathematical reserve, net
Account payables

Accrued expenses
Reinsurance payables

Other provisions

Income tax provision

Other liabilities

Total Liabilities

Net Assets

More than 1
Within1 year year Total

JD JD JD
9,323,666 - 9,323,666
3,830,073 - 3,830,073
- 1,900,212 1,900,212
702,049 - 702,049
997,347 - 997,347
1,246,493 - 1,246,493
4,612,892 - 4,612,892
378,080 - 378,060
175,367 - 175,367
53,240 592,389 645,629
795,489 372,518 1,168,007
22,114,676 2,865,119 24,979,795
5,314,664 - 5,314,664
5,304,111 - 5,304,111
51,480 - 51,480
914,154 - 914,154
41,228 - 41,228
1,342,138 - 1,342,138
640,97 - 640,97
438,301 - 438,301
1,269,981 - 1,269,981
14,740,154 - 14,740,154
7,374,522 2,825,119 10,299,641
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{39) LAWSUITS AGAINST THE COMPANY

The Group is deféndant in a number of lawsuits of JD 1,992,150 (2016: JD 1,780,345) for which it
took an adequate provisions for. And the opinion of the group's lawyers provision taken as at 31
December 2017 is sufficient to meet the obligation that may arise from these lawsuits.

{40) CONTINGENT LIABILITIES

As at 31 Decerﬁber 2017, the Company has bank guarantees amounting to JD 715,333 (2016: JD
619,852).

{41) STANDARDS ISSUED BUT NOT YET EFFECTIVE

The standards and interpretations that are issued but not yet effective, up to the date of issuance
of the Group's financial statements are disclosed below. The Group intends to adopt these
standards, if applicable, when they bacome effective.

IFRS 9 Financial Instruments

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments that replaces IAS
39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 9. IFRS
9 brings together all three aspects of the accounting for financial instruments project: classification
and measurement, impairment and hedge accounting. The Group has implemented the first phase
of IFRS 9 as issued during 2009. The date of initial implementation of the first phase of IFRS 9 was
1 January 2011.

The new version of IFRS 9 is effective for annual periods beginning on or after 1 January 2018,
with early application permitted. Except for hedge accounting, retrospective application is required;
however, the entities are exempted from restating their comparative information.

The Group plans to adopt the remaining phases on the effective date and will not restate
comparative information.

(a) Classification and Measurement

The Group doss not expect a material impact on its balance sheet or equity on applying the new
classification and measurement category of IFRS 9.

Loans as well as trade receivables are held to collect contractual cash flows and are expected to
give rise to cash flows representing solely payments of principal and interest. The Group analyzed
the contractual cash flow characteristics of those instruments and concluded that they meet the
criteria for amortised cost measurement under IFRS 9. Therefore, reclassification for these
instruments is not required.
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(b) Impairment

IFRS 9 requires the Group to record expected credit losses on all of its debt securities, loans and
trade receivables, either on a 12-month or lifetime basis. The Group will apply the simplified
approach and record lifetime expected losses on all trade receivables. The Group has estimated
that the additional provision to be recorded resulting from the expected credit loss from its trade
receivables will not be material compared to the current requirements of provisioning for doubtful
trade receivables.

Amendments to IFRS 10 and IAS 28:Sale or Contribution of Assets between an Investor and
Its Associate or Joint Venture

The amendments address the conflict between IFRS 10 and IAS 28 in dealing with the loss of
control of a subsidiary that is sold or contributed to an associate or joint venture. The amendments
clarify that the gain or loss resulting from the sale or contribution of assets that constitute a
business, as defined in IFRS 3, between an investor and its associate or joint venture, is
recognised in full. Any gain or loss resulting from the sale or contribution of assets ihat do not
constitute a business, however, is recognised only to the extent of unrelated investors' interests in
the associate or joint venture.

IFRS 2 Classification and Measurement of Share-based Payment Transactions -
Amendments to IFRS 2

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas; the
effects of vesting conditions on the measurement of a cash-settled share-based payment
transaction; the classification of a share-based payment transaction with net settlement features
for withholding tax obligations; and accounting where a modification to the terms and conditions of
a share-based payment transaction changes its classification from cash settled to equity settled,
Entities may apply the amendments prospectively and are effective for annual periods beginning
on or after 1 January 2018, with early application permitted.

IFRS 16 Leases
During January 2016, the IASB issued IFRS 16 “Leases” which sets out the principles for the
recognition, measurement, presentation and disclosure of leases.

IFRS 16 substantially carries forward the lessor accounting requirements in IAS 17. Accordingly, a
lessor continues to classify its leases as operating leases or finance leases, and to account for
those two types of leases differently.

IFRS 16 introduced a single lessee accounting model and requires a lessee to recognize assets
and liabilities for all leases with a term of more than 12 months, unless the underlying asset is of
low value. A lessee is required to recognize a right-of-use asset representing its right to use the
underlying leased asset and a lease liability representing its obligation to make lease payments.

The new standard will be effective for annual periods beginning on or after 1 January 2019. Early
application is permitted.
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IFRS 17 Insurance Contracts

IFRS 17 provides a comprehensive model for insurance contracts covering the recognition and
measurement and presentation and disclosure of insurance contracts and replaces IFRS 4 -
Insurance Contracts. The standard applies to all types of insurance contracts (i.e. life, non-life,
direct insurance and re-insurance), regardless of the type of entities that issue them, as wall as to
certain guarantees and financial instruments with discretionary participation features. The standard
general model is supplemented by the variable fee approach and the premium allocation

approach, _
The new standard will be effective for annual periods beginning on or after 1 January 2021, Early
application is permitted.

Transfers of Investment Property (Amendments to IAS 40)

The amendments clarify when an entity should transfer property, including property under
construction or development into, or out of investment property. The amendments state that a
change in use occurs when the property meets, or ceases to mest, the definition of Investment
property and there is evidence of the change in use. A mere change in management’s intentions
for the use of a property does not provide evidence of a change in use.

Entities should apply the amendments prospectively and effective for annual periods beginning on
or after 1 January 2018. Early application of the amendments is permitted and must be disclosed.

Amendments to IFRS 4 Applying IFRS 9 Financial Instruments with IFRS 4 Insurance
Contracts |

In September 20186, the IASB issued amendments to IFRS 4 to address issues arising from the
different effective dates of IFRS 9 and the upcoming new insurance contracts standard (IFRS 17).
The amendments introduce two alternative options for entities issuing contracts within the scope of
IFRS 4, a temporary exemption from implementing IFRS 9 to annual periods beginning before 1
January 2021 at latest and an overlay approach that allows an entity applying IFRS 9 to reclassify
between profit or loss and other comprehensive income an amount that resuits in the profit or loss
at the end of the reporting period for the designated financial assets being the same as if an entity
had applied IAS 39 to these designated financial assets.

IFRIC Interpretation 22 Foreign Currency Transactions and Advance Consideration

The interpretation clarifies that in determining the spot exchange rate o use on initial recognition of
the related asset, expense or income (or part of it) on the derecognition of a non-monetary asset or
non-monetary liability relating to advance consideration, the date of the transaction Is the date on
which an entity initially recognises the nonmonetary asset or non-monetary liability arising from the
advance consideration. Entities may apply the amendments on a fully retrospective or prospective
basis. The new interpretation will be effective for annual periods beginning on or after 1 January
2018, Early application of interpretation is permitted and must be disclosed
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IFRIC Interpretation 23 Uncertainty over Income Tax Treatment

The Interpretation addresses the accounting for income taxes when tax treatments involve
uncertainty that affects the application of IAS 12 and does not apply to taxes or levies outside the
scope of IAS 12, nor does it specifically include requirements relating to interest and penalties
associated with uncertain tax treatments. An entity must determine whether to consider each
uncertain tax treatment separately or together with one or more other uncertain tax treatments.
The interpretation is effective for annual reporting periods beginning on or after 1January 2019, but
certain transition reliefs are available.

{42) STATEMENT OF FINANCIAL POSITION FOR LIFE ASSURANCE BUSINESS

2017 2016
JD JD

Assets
Accounts receivable 54,223 52,309
Total Assets 54,223 52,309
Liabllities and Equity
OQutstanding claims reserve, net 35,039 31,695
Mathematical reserve, net 48,487 51,480
Total Technical Reserves 83,526 83,175
Accounts payable 51,280 5,917
Head Office current account (80,583) (36,783)

Total Liabilities 54,223 52,309
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