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Independent Audltor’s Report

AM/ 81593

To the Shareholders of

Al Nisr Al Arabi Insurance Company
A Public Shareholding Company
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financlal statements of Al Misr Al Arabi Insurance
Company (A Public Shareholding Limited Company) and its subsidiary (the
company), which comprise the consolidated statement of financial position as at
December 31, 2016, the consolidated statement of income, consolidated statement
of comprehensive income, consolidated statement of changes in equity, and
consolidated statement of cash fiows for the year then ended, and a summary of
slgnificant accounting policies and other explanatory information,

In our opinion, the accompanying consolidated financial statements present falrly,
in all material respects, the consolidated financial posltion of the Company as at
December 31, 2016, its consolidated financlal performance, and Its consolldated
cash flows for the year then ended in accordance with International Financial
Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing.
Our responsibllittes under those standards are further described in the Auditor's
Responsibilities for the Audlt of the Consolidated Flnancial Statements section of
our report. We are Independent of the Company in accordance with the
International Ethics Standards Board for Accountants’ Code of Ethics for
Professional Accountants together with the other ethical requirements relevant to
our audit of the Company's consolidated financial statements in Jordan, and we
have fulfilled our other ethical responsibllitles. We believe that the audit evldence
we have obtained Is sufficient and appropriate to provide a basis for our oplnion.

S itte Touche Tohmasse Lemsted
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Key Audit Matters

Key audit matters, in our professional judgment, are the most significant matters In
our audit of the consolldated financial statements of the current year. These
matters were addressed In the context of our audit of the consolidated financial
statements as a whole, and In forming our opinlon thereon, and we do not provide

@ separate opinlon on these matters.

Technical Provisions

Technical provisions are key audit
matters. Moreover, technical provisions
amounted to JD 47,095,273, representing
90.3% of liabllities as of December 31,
2016, In addition, the Company estimates
the required technical provislons
according to the requirements of
International Financial Reporting
Standards and the requirements of
regulatory bodies. As such, technical
provisions are calculated based on the
adopted accounting policles, the
Company's estimates, and historical data
on claims. The reinsurers’ share of the

technical provisions s re-calculated
according to the related signed
agreement. Furthermore, Executive

Management appoints a certified actuary
and a loss adjuster to periodically review
the adequacy of the technical provislons.

Provision for Impairment of Accounts
Receivable

The provision for Impairment of accounts
receivable is a key audlt matter. It
requires the Company’s management to
use assumptions lto  assess the
collectability of accounts receivable based
on the customers’ financlal conditions and
related credit risks. The balance of
accounts  receivable amounted to
ID 7,255,973, representing approximately
10% of the assets amount as of
December 31, 2016,

The nature and characteristics of accounts
receivable include policyholders. This
requires establishing bases and using
estimates to book the provision for
Impairment In those recelvables,

Sl e fofinaiar Lantled

Scope of Audit to Address Risks

Qur audit procedures included understanding
the nature of the technical provisions,
understanding the design and
tmplementation of the adopted system of

internal control, assessing the
reasonableness of the estimates and
assumption, and the adequacy of the

provislons booked by management. This Is
carried out through studying a sample of the
technlcal provislons and reinsurers’ share and
its methods of calculation, obtaining the
reports of the loss adjuster and the
Company's lawyer, and comparing them to
the relevant provision. In addition, the
actuary and his reports were relled on
concerning the adequacy of the technical
provislons, following a meeting with him to
discuss the adopted assumptions. Moreover,
we assessed the adequacy of disclosures on
the technical provislons In the financlal
statements,

Scope of Audit to Address Risks

Our audit procedures Included understanding
the nature of accounts receivable,
understanding the design and
Implementation of the internal control system
adopted In following up on accounts
recelvable, monitoring credit risks, and
calculating the provislon. As such, we have
studied and understood the Company's
adopted palicy for calculating the provision,
evaluated the factors affecting the
caleulation, as well as discussed those factors
with Executive Management. We also
selected a sample of those receivables after
taking Into consideration the risks related to
the payment method and quarantees. In
addition, we discussed wlth management its
viewpoint on some granted receivables with
regard to the expected cash flows and
adequacy of guarantees. Meanwhile, we
recalculated the provisions to be booked and
reviewed the aging of recelvables, thelr
movement during the year, and adequacy of
related disclosure,
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Other Information

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

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

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

Management is responslble for the preparation and fair presentation of the
consolidated financlal statements in accordance with IFRS, and for such Internal
control as management determines necessary to enable the preparation of
consolidated financial statements that are free Ffrom material misstatement,
whether due to fraud or ecror.

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

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

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

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are consldered
material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these consolidated
financial statements.

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

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

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

w
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Evaluate the appropriateness of accountlng policles used and the
reasonableness of accounting estimates and related disclosures made by
management.

» Conclude on the approprlateness of management’s use of the golng concern
basis of accounting, and based on the audit evidence obtained, whether a
material uncertainty exlsts related to events or conditions that may cast
significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a materlal uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures In the consolldated
financlal statements or, If such disclosures are inadequate, to rmodIfy our
opintan. Qur concluslons are based on the audlt evidence obtained up to the
date of our auditor's report. However, future events or conditlons may cause
the Company to cease to continue as a golng concern.

» Evaluate the overall presentation of the structure and content of the
consolidated flnanclal statements, including the disclosures, and whether the
consolidated financial statements represent the underlying transactions and
events in a manner that achleves falr presentation.

» Obtain sufficient and appropriate audit evidence regarding the consolidated
financial statements of the entities or business activities within the Company
to express an opinlon on the consolldated financlal statements. We are
responsible for the directlon, supervision and performance of the Company’s
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 signlficant audit findings,
including any significant deficlencles In internal control that we Identify during our
audlt,

We also provide those charged with governance with a statement that we have
complied with relevant ethical requlrements regarding Independence, and
communicate with them all relationshlps and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguard
procedures.

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

Report on Legal and Other Regulatory Requirements

The Company maintains proper accounting records duly organized and conform, In
all material respects, with the consolidated financial statements, and we
recommend their approval by the General Assembly.

Explanatory Paragraph

The accompanying consolidated financial statements are a translation of the
statutory financial statements In the Arablc language to which reference should be
made.

M e it
Amman - Jordan Defditte & Tolche (M.E.) - Jordan

March 7, 2017 e
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AL NISR AL ARABI INS NCE COMPANY

{PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN ~ JORDAN
CONSOLIDATED STATEMENT OF FINANCIAL POSITION

December 31

Assels Note 2016 2015
n il
Deposits at banks 4 10,917,740 8,045,150
Financial assets at fair value through statement of comprehensive Income 5 5,203,201 10,148,165
Financial assets at amortized cost () 34,898,127 29,411,880
Investment in associate 7 107,934 107,934
Real estate investments 8 940,001 940,001
Life policyholders' foans 9 4,504,987 3,569,258
Total Investments 56,571,090 52,222,428
Casft on hand and at banks 10 2,518,945 1,753,232
Checks under callection i1 963,416 865,151
Receivables- net i2 7,255,973 6,504,773
Companies and relnsurers recelvable-debit 13 475,332 172,487
Deferred tax assets 14/c 224,149 231,758
Property and equipment-net 15 3,563,569 3,797,341
Intangible assets-nat 16 67,441 67,410
Other assets 17 1,273,226 1,243,428
Total Assets 72,914,041 66,958,008
Liabllities and Shareholders' Equity
Liabilities:
Provision for unearned premiums-net 4,463,934 4,571,808
Claims provision-net 2,049,334 2,739,412
Mathematical provision-net 18 40,582,005 33,286,253
Total Insurance Contracts Liabllitles 47,095,273 40,597,473
Payables 19 1,610,913 1,611,846
Accrued expenses 358,474 442,351
Companles and reinsurers payable-credit 20 1,819,004 1,561,313
Lawsuit provislon 21 201,575 201,575
Income tax provision a\l4 322,172 514,756
Other tiabllitles 22 749,561 747,615
Total Liabilities 52,156,972 45,676,929
Equity
Authorized and paid-in capital 23 10,000,000 10,000,000
Additional paid-in capital 23 3,750,000 3,750,000
Statutory reserve 24 2,565,868 2,546,138
Voluntary reserve 25 1,326,652 1,326,652
Invasiment valuakion reserve 26 98,713 225,329
Retained earnings 27 3,015,836 3,432,960
Taotal Equlty 20,757,069 21,281,079
Total Uabllitles and Shareholders’ Equity 72,914,041 66,958,008
Chajrman of the 8oard of Directors General Manager

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE
INDEPENDENT AUDITOR'S REPORT.
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PUBLIC SHAREHOLDIN
AMMAN - JORDAN
CONSOLIDATED STATEMENT OF INCOME

CE CO Y
IMITE PANY

Revenues:
Total underwriting premliums
Less: Re-lnsurers' share

Net Underwriting Premiumns
Net change in unearned premlums provision
Net change In mathematical reserve
Net earned premiums revenue
Commlssions revenue
Policies issuance service fees
Revenues relating to underwriting accounts
Other revenues retating to underwriting accounts
Interest income
Net profit from financial assets and Investments
Other revenues

Total Revenues

Claims, Losses and Expensas
Pald claims

Add: Matured and settled policles
Less: Recoveries

Reinsurers’ share

Net Paid Clalms

Net change in clalms provislon
Distributed employee expenses
Distributed general and administrative expenses
Loss surplus premiums
Policy acquisition expenses
Other expenses related to premiums
Net claims burden

Undistributed employee expenses
Depreclation and amortization
General and administrative expenses
{Surplus) provision for impatrment In receivables
Other expenses
Totat Expenses
Profit before tax
Less: Income tax expense
Proflt for the Year

Earnings per share for the year

Chairman of the Board of Directors

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED

For the Year Ended
December 31,

Note 2016 2015
1D D
30,613,329 29,892,791
5,266,626 4,659,877
25,346,703 25,232,914
107,874 (998,776)
(7,295,752} (6,894,557)
18,158,825 17,339,581
576,467 644,012
851,499 810,286
1,754,238 1,509,606
263,749 287,473
29 810,468 840,185
30 65,758 101,841
9,868 14,447
22,490,872 21,547,431
18,179,976 10,972,801
3,358,825 2,343,222
(457,792)  (355,725)
(7,856,327) (2,147,902}
13,224,682 10,812,396
{690,078) 212,839
31 3,258,576 3,368,929
32 1,162,257 1,270,132
140,654 71,652
1,598,077 1,792,900
187,703 193,251
18,881,871 17,722,099
a1 35,473 65,097
16815 298,967 342,518
32 102,921 105,265
13812 {100,000} -
33 244,003 153,169
585,364 666,049
3,023,637 3,159,283
14\b 494,978 720,553
2,528,659 2,438,730
34 0.253 0.244
General Manager

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE
INDEPENDENT AUDITOR'S REPORT.



AL NISR At ARABI INSURANCE COMPANY

{PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

CONSOLIDATED STATEMETNT OF COMPREHENSIVE YNCOME

For the Year Ended

December 31,

Note 2016 2015
o i3]

Profit for the year 2,528,659 2,438,730
Other Comprehensive Income Items:
items not transferrable to the consolldated statement of Income
Met change in Investment valuation reserve 26 {126,616) (479,821)
(Losses) profit from sale of financlal assets at fair value through 26

comprehensive Income {726,053) 4,455

Total Comprehensive Income for the Year 1,675,990 1,963,364

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

INDEPENDENT AUDITOR'S REPORT,
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L BI INSURAN PANY
PUBLIC SHARFHOLDING LI D NY

AMMAN - JORDAN
ONSCLIDATED STATEMENT OF H FLOWS

For the Year Ended
December 31,

Note 2016 2015
D D
CASH FLOWS FROM OPERATING ACTIVITIES:
Inceme for the year befare tax 3,023,637 3,159,283
Adjustments:

Losses {galns) from sale of property and equipment 33 1,658 (2,918)

Depreclation and amortization 15816 298,967 342,518

{Surglus) In provision for Impalrment of accounts receivable 12813 {100,000} -

Net change in provision for unearned premiums (107,874) 998,776

Net change in claims provision (690,078) 212,839

Net change in mathematical reserve /7,295,752 6,894,557
Cash Flows fram Operating Activities before Change In Working Capiltal Items 9,722,062 11,605,055

Decrease (Increase) In current assets:

Checks under collection 1,735 (322,893}

Recelvables (624,497} (164,349)

Companies and reinsurers recelvable - debit (329,548) 407,532

Qther assets (29,798) {236,582)

{Decrease) Increase In current llabllies:

Payables (933) 360,018

Accrued expenses {83,877) 18,238

Relnsurers payable-credit 257,691 196,181

Other liabilitles (49,158) {8,352)
Cash Flows from Operating Activities befare Income Tax Pald 8,863,677 11,854,848

Income tax paid a2\14 {679,953) (738,795)
Nek Cash Flows from Operating Activitles 5,183,724 11,116,053

CASH FLOWS FROM INVESTING ACTIVITIES:

Depasits at banks {mature after three months) (1,855,780) 1,985,711

Financtal assets at fair value through comprehensive Incame 4,092,295 {1,427,253)

Firancial assets at amortized cost-Net (5,486,247) {5,842,565)

Life policyholders loans {935,689) {785,652)

(Purchase) of property and equipment 15 {42,184) (147,782}

Proceeds from sale of property and equlpment - 4,693

{Purchase) of Intanglble assets 16 {24,700) (24,140)

Net Cash Flows (Used ) in Investing Activitles (4,252,305} (6,236,588)
CASH FLOWS FROM FINANCING ACTIVITIES:

Dividends (2,148,896} {1,664,473)
Net Cash Flows (Used ) in Financing Activities {2,148,896) {1,664,473)
Met Increase In Cash 1,782,523 3,214,592

Cash and cash equivalents - beginning of the year 9,473,382 65,258,790
Cash and Cash Equivalents - End of the Year 35 11,255,905 9,473,382

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
AND SHCULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.
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AL NISR AL ARABI INSURANCE COMPANY
{PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING REVENUE FOR LIFE INSURANCE ACTIVITIES

Written Premiums;
Direct business
Re-insurers' inward business
Gross Written Premiums
Less: Local re-Insurers' share

Less: Foreign re-insurers' share

Met Written Premiums

Add: provislon for unearned premiums-beglinning of the year
Less: re-insurance share
Net provision for unearned premiums-bealnning of the year

Add: mathematical reserve-beginning of the year

—

ass: re-Insurance share

Net mathematical reserve -beginning of the year

Add: provision for unearned premiums-end of year

Less: re-insurance share

Net provision for unearned premiums-end of year

i

d: mathematical reserve-end of year

Less: re-insurance share

Met Mathematical Reserve-End of Year

Net Realized Revenues from Underwriting Premiums

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED
FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE
INDEPENDENT AUDITOR'S REPORT.
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For the Year Ended

December 31,

2016 2015
D D

16,261,849 14,952,023
16,261,849 14,952,023
1,898,873 1,860,180
14,362,976 13,091,843
612,837 435,727
336,977 240,423
275,860 195,304
33,286,253 26,391,696
33,286,253 26,391,696
610,491 612,837
328,181 336,977
282,310 275,860
40,582,005 33,286,253
40,582,005 33,286,253
7,060,774 6,116,730




AL NISR AL ARABI INSURANCE COMPANY

(PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF PAID CLAIM COST FOR LIFE INSURANCES

Claims paid

Palicies settiements and maturities
Less: Local re-insurers' share
Foreign re-insurers' share

Net Paid Claims

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

Less: Re-insurers’ share

Net Claims Reserve - End of the Year
Reported

Unreported

Add: Reported claims reserve - beginning of the vear

Unreported claims reserve - beginning of the year

Less: Re-insurers' share

Net Claims Reserve - Beginning of the Year

Net Claims Paid Cost

For the Year Ended

December 31,

2016 2015
D D
2,103,643 1,756,959
3,358,825 2,343,222
13 -

1,470,974 1,406,117
3,991,481 2,694,064
1,218,529 887,013
350,000 300,000
1,307,529 827,531
261,000 359,482
201,000 309,482
60,000 50,000
887,013 903,278
300,000 300,000
827,531 934,849
359,482 268,429
3,892,999 2,785,117

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE

INDEPENDENT AUDITOR'S REPORT.
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AL NISR AL ARABI INSURANCE COMPANY

{PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING PROFIT FOR LIFE INSURANCE ACTIVITIES

For the Year Ended

December 31,

2016 2015
D b
Net revenue from the wrilten premiums 7,060,774 6,116,730
Less: Net claims paid cost {3,802,099)  (2.785,117)

3,167,775 3,331,613

Add: Received commissions 37,558 34,3294
tnsurance policies issuance fees 100,909 102,359
Interesl revenue from investrient relaled to underwriting accounts 1,754,238 1,509,608
Other revenue 79,363 158,033

Total Revenue 1,972,068 1,804,392
ess: Paid commission 1,262,707 1,406,708

Excess of loss premiums - -

Administrative expenses for underwriting accounts 2,542,046 2,790,663
Other expenses 177,204 183,783
Total Expenses 3,981,957 4,381,154
Net Underwriting Profit before Tax 1,157,886 754,851

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

INDEPENDENT AUDITOR'S REPORT.

- 15 -



AL NISR Al ARAB] INSURANCE COMPANY

(PUBLIC SHAREHOLDING LIMITED COMPANY)

MAN - JORDAN

STATEMENT OF FINANCIAL POSITION FOR LIFE INSU CE BRAN
December 31
SSETS 2016 2015
1D D
Deposits at banks 7,009,876 4,754,684
Financia} assets at fair value through the statement of
comprehensive income 3,340,455 5,997,566
Financial assets at amortized cost 22,404,598 17,382,421
Real estake Investments 569,720 555,541
Investment in an assoclate 68,862 63,789
Life policyholders foans 4,504,987 3,569,298
Total Investments 37,928,498 32,323,299
Cash on hand and at banks 1,615,952 1,036,160
Checks under collection 618,513 570,404
Accounts receivable-Net 1,708,839 1,427,992
Re-insurance companies' accounts receivable 125,509 43,122
Deferred tax assets 55,987 57,939
Property and equipment 890,892 949,335
Intangible assets 16,860 16,853
Other assets 893,932 882,834
Total Assets 43,854,982 37,307,938
LIABILITIES AND HEAD QFFICE'S EQUITY
LIABILITIES:
Unreafized premiums provision-Net 282,310 275,860
Qutstanding claims provision - net 261,000 359,481
tMathematical reserve - net 40,582,005 33,286,253
Total Insurance Contracts Liabilities 41,125,315 33,921,594
Accounts payable 402,728 402,963
Insurance companles' accounts payable 454,751 390,329
Accrued expenses 178,237 221,176
Income tax provision 275,981 360,329
Miscellaneous provisions 201,575 201,575
Other liabllities 183,857 186,905
Total Liahilities 42,822,444 35,684,871
Head Office’ s equity:
rlead Office’s current account (125,348} 868,216
Income for the year 1,157,886 754,851
TOTAL LIABILITIES AND HEAD OFFICE'S EQUITY 43,854,982 37,307,938

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

- 16 -



AL NISR AL ARABI INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1. General

a. Al Nisr Al Arabi Insurance Company was established on September 28, 1989
and registered under Number (207) to conduct insurance business after the
merger between Al Nisr Al Arabi Insurance Company and RIFCO Life Insurance
Company according to the Economic Security Commission’s resolution on July
11, 1985 and in compliance with the Insurance Business Control Law.

b.  The Company conducts all types of tife and general Insurance {moter, marine
transport, fire and other property damages, Nability, medical and personal
accidents, and avlation).

¢. Based on the minutes of the Company's Board of Directors’ meeting
number (9146) on October 27, 2011, it was decided not to renew the license
for the Marine Branch effective from the year 2012,

d. The accompanying consolidated financial statements were approved by the
Board of Directors on February 13, 2017.

2. Significant Accounting Policies
Basls of Preparation of the Consolidated Financial Statements

- The consolldated financial statements have been prepared according to the
standards Issued by the International Accounting Standards Board and the
forms prescribed by the Jordan Insurance Commission,

- The consolidated financial statements have been prepared according to the
historical cost convention, except for financial assets stated at fair vaiue as of
the date of the consolidated financlal statements.

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

- The accounting policies adopted for the current year are consistent with those
applied in the year ended December 31, 2015, except for what is mentioned
in Note (44.a).

Basis of Consolidating the Consolidated Financial Statements

The consolidated financial statements Include the financial statements of the
parent Company and those of the subsidiary after eliminating Intercompany
balances and transactions:

Paid Ownership Nature of Place of Date cf
Company’s Name Capital Percentage Work Business Acquisition
Al Ameen Al Arabi Real Estate Company 458,841 100% Real Estate Amman 2012

Development
The following is a summary of the data of the subsidiary:

December 31,

2016 2015
JD JjD
Assets 2,991,098 3,040,788
Liabilities 2,313,680 2,256,337
Net partner's equity 677,418 784,451

- 17 -



For the year Ended
December 31,

2016 2015
D D
Revenue 275,000 275,000
Expenses (103,032) (106,687)
Profit for the year 171,968 168,313

Control is achieved when the Company obtains control over the financlal and
operating policies of the subsidlary to gain benefits from its activities. Furthermore,
the intercompany balances, revenues, and expenses are totally ellminated.

The results of aperations of the subsidiary are consolidated in the consolidated
statement of Income from the date of acquisition, the date on which the Company
actually gains control over the subsidiary. Moreover, the results of cperations of the
subsidiaries disposed of are consolidated in the consclidated statement of income
untit the disposal date, the date on which the Company actualy losses control over
the subsidiary.

The financial statements of the subsidiary are prepared for the same period of the
parent company, using the same accounting policies adopted by the parent
company. In case the subsidiary uses accounting policies different from those used
by the parent company, the required adjustments to the subsldiary’s financlal
statements are made to match the accounting policies adopted by the parent
company.

The follewing are the significant accounting policies adopted during the year ended
December 31, 2016:

a. Financial Assets at Amortized Cost

- The purpose of holding these assets withln the context of the business model
is to collect contractual cash inflows, representing payments of debt principal
and interest on the outstanding balance of debts.

- - Financial assets at amortized cost are recorded at cost upon purchase plus
acquisition expenses. Moreover, the issue premium / discount is amortized,
using the effective Interest rate methed, and recorded to Interest or in lts
account, Any provisions for the decline in the value of these investments
resulting In no recovery of the assets, or part thereof, are deducted, and any
impairment is taken to the consolidated statement of income.

- Impairment in financial assets recorded at amortized cost Is determined on
the basis of the difference between the carrying amount and the present
value of the expected cash flows discounted at the effective interest rate.

Reclassification

- Financlal assets at amortized cost may be classified to financlal assets at fair
value through the income statement and vice versa. This can be carrled out
when the Company changes the business model on the basis of which those
assets were classified as stated above, taking Into conslderation the foltowing:

- Previously recognized profits, losses, or interest may not be recovered.

- When classifying financial assets whose fair value is to be measured,
their falr value is determined on the reclassification date. Any galns or
losses arising from the differences between the previously recorded
amount and the fair value are recorded In the consolidated statement of
income,

- When classifylng financial assets to be measured at amortized cost, they
are recorded at fair value as of the classification date.

- 18 -



o

Financial Assets at Fair Value through Income Statement
The remaining financial assets that do not meet the criterla for financial assets
at amortized cost are recorded as financial assets at fair value.

Financlal assets at falr value through the income statement represent shares
and bonds held by the Company for trading and achieving gains from short-
term fluctuations tn market prices or gains from margin trading.

Financial assets at fair value through the income statement are initiafly stated
at fair value on the acquisltion date (purchase costs are recorded in the
consolidated statement of income upon purchase). They are subsequently re-
measured to fair value. Moreover, changes in fair value are recorded In the
consolidated statement of income, including the fair value change resulting
from the translation of non- monetary assets denominated In foreign
currencies. Gains or losses resulting from the sale of these financial assets, or
part thereof, are taken to the consolidated statement of Income.

Dividends and interest from these financial assets are recorded in the
consolidated statement of income.

C. Financial Assets at Fajr Value through_Statement of Comprehenslve Income
Upon Initial recognitlon of investments In owners’ equity not held for trading,
an irrevocable option may be adopted to present all the changes in the fair
value of these investments on an Individual basis (each share separately)
within the other comprehensive iterns. Not In any case at a subsequent date
may the amounts of these changes, recognized within the consolldated
comprehensive income statement, be reclassified to profit or loss,

Financlal assets at fair value through the statement of comprehensive income
are stated at fair value plus acquisition expenses at the date of acquisitions.
Moreover, these assels are revalued at fair value. The change In fair value is
stated in the statement of comprehenslve income and within shareholders’
equity, including the change in falr value resulting from the exchange
differences arising from non-monetary assets denominated In foreign
currencies. In case these assets, or part thereof, are sold, the gains / losses
arising therefrom are taken to the consolidated statement of comprehensive
income and within shareholders’ equity. Furthermore, the financial assets
revaluation reserve balance relating to equity instruments Is directly taken to
retained earnings / accumulated losses but not through the consolidated
statement of income.

Dividends are taken to the consolidated Income statement unless these
dividends clearly represent partial recovery of all the investments,

o

Sector Information

Business sector represents a group of assets and transactions that jointly
provide products or services which are subject to risks and returns different
from those relating to other business sectors,

Geographlc sector relates to the delivery of products or services in a specific
economic environment that is subject to risks and returns different from those
relating to sectors functioning in other economic environment .

e, Date of Recognition of Flnancial Assets
Financial assets and financlal liabllities are recognized on the trading date

(date on which the Company or its subsidiary commits itself to purchase or
sell the financial assets}.
- 19 -



Fair Value

fair value represents the closing market price (acquisition of assets/ sale of
llabilities) on the date of the consolidated financial statements in active
markets for financial assets and financial derivatives with a market value.

In case declared market prices do not exist, actlve trading of some financial
assets is not available, or the market is inactive, fair value is estimated by
one of several methods including the following:

- Comparison with the fair value of another financlal asset with similar
terms and conditions,

- Analysis of the present value of expected future cash flows for similar
instruments.

- Adoption of the option pricing models.

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

Impairment_in Financial Assets

The Company and its subsldiary review the values of recorded financial assels
at the date of the consolidated statement of financial position to determine if
there are any indications to the Impalrment in their value individually or as a
portfolio.

In case such indications exist, the recoverable amount is estimated to
determine the amount of impairment loss.

The impairment amount is determined as follows:

Impairment in the value of financial assets at amortized cost: represents the
difference between the stated amount and the present value of the expected
cash flows discounted at the original effective interest rate,

Impairment in the value of financiai assets at fair value through the statement
of income and comprehensive income: represents the difference between the
book value and the fair value.

Impairment in the value of financial assets at cost: represents the difference
between the book value and the present value of the expected future cash
flows discounted at the prevailing market rate for the return on similar
financial assets,

The impairment in value is stated in the consolidated statement of income.
Moreover, any surplus in the subsequent perlod due to previous impairment in
financial Instruments is stated in the consolidated income statement white
such a surplus in equity instruments at fair value through the statement of
comprehensive income Is recovered by using the investment valuation reserve
and through the consolidated statement of comprehensive income and
consolidated shareholders” equity.

Cash and Cash Equivalents

It represents cash and cash balances that mature within three months and
include: cash and balances at banks and financial institutions, less restricted
balances.

- 20 -



i Re-insurers’ Accounts
Re-insurers’ shares of insurance premiums, claims paid, technical provisions,
and all other rights and obligations resulting from re-insurance based on
contracts concluded between the Company and re-insurers are accounted for
on the accrual basis,

i Impairment in Re- insurance Assets
In case there is any Indication as to the impairment of the re-insurance assets
of the Company, which possesses the re-insured contracts, the Company has
to reduce the present value of the contracts and record the impalrment loss in
the consolidated statement of income. The impalrment Is recognized in the
foliowing cases only:

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

2. The event has a rellably and clearly measurable effect on the amounts
that the Company wlll recover from the re-insurer,

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

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

L. Real Estate Inyestments

- Real Estate Investments (except for land} are stated at cost less accumulated
depreciation, and these Investments are depreciated over thelr useful llves at
a rate of 2%. Any Impairment amount is recorded at the consolidated
statement of income, Moreover, operating revenues and expenses arising
from those investments are taken to the consolidated statement of income.

- In case the fair value of previously impaired real estate investments
increases, the previously recorded impairment loss is recovered for no more
than the cost.

- Real estate investments are valued according to the resolutions of the Jordan
Insurance Commission, and their fair values are reported in the real estate
investmenis note,

m. _ Property and Equipment
Property and equipment (except for fand)} are stated at cost net of
accumutated depreciation and any accumulated Impairment, Moreover,
property and equipment (except for land)} are depreclated, when ready for
thelir Intended use, according to the straight-line method over their estimated
useful lives using the following annual rates. In addition, the depreciation
expense Is recorded In the consolidated statement of Income:

%

Buildings 2
Equipment, Devlces, and Furniture 10-20
Elevators 10
Vehicles 15
Decorations 10-15
Lease improvements 10
Computer devices 20

Property and equipment are depreciated when ready for their intended use.
When the carrying amounts of property and equipment exceed thelr

recoverable values, assets are written down, and tmpairment losses are
recorded in the consolidated statement of income.
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The useful lives of property and equipment are reviewed at the end of each
year. In case the expected useful life is different from what was determined
before, the change in estimate is recorded in the following years, being a
change in estimate.

The gain or loss resulting from the disposal or derecognition of property and
equipment, representing the difference between the property and equipment
sale proceeds and their book value, are recorded In the consolidated
statement of income,

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

n. _Intangible Assets
- Intangible assets obtained through merger are stated at fair value on thelr

acquisition date, while intangible assets obtalned other than through merger
are stated at cost.

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

- internally generated intangible assets are not capitallzed by the Company or
its subsidiary but recorded in the consolldated income statement in the same
year.

- Any indications to the impairment of intangible assets are reviewed as of the
date of the consolidated financial statements. Moreover, the life estimate of
these assets is reviewed and any relate adjustments are made in the
subsequent years.

0. Mortgaged Finangial Assets
These are the financlal assets mortgaged to other parties while the other

party has the right of disposal thereof {sale or re-mortgage). Evaluation of
these assets continues to be performed according to the accounting policies
adopted for the evaluation of each according to the asset’s original
classification.

p. _Computer Systems and Software
Computer systems and software are stated at acquisition cost and amortized
at 20% annualiy.

q. Provisions
Provisions are recognized when the Company and its associate have an

obligation on the date of the consolidated statement of financial position as a
result of past events, it is probable to settle the obligation, and a reliable
estimate of the obligation amount can be made.

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

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

Technical reserves are taken and maintained according to the regulatlons of the
Insurance Regulatory Commlssion as follows:

1.

The reserve for unearned premiums of the general insurance actlvities is
calcutated according to the remalining days from the consolidated financial
statements date up to the expiry date of the insurance policy on the basis of a
365-day per year, except for marine and land transport insurance for which
the provision is calculated on the basis of written premiums of the effective
policles and in accordance with related laws and regulations on the date of the
consolldated financial statements.

The reserve for reported claims Is calculated through determining the
maximum total expected costs for each clalm on an individual basis.

The reserve for unreported claims Is calculated based on the Company's
experience and estimates.

The reserve for unearned premiums of life insurance actlvitles is calculated
based on the Company's experience and estimates.

The mathematical reserve for life insurance policies is calculated based on the
actuarial equations which are reviewed periodically by an Independent
actuary,

The provision for premium deficit Is calculated based on the Company’s
experience and estimates.

Second: Provision for Impalrment in Accounts Receivable
A provision for impairment is taken when there Is an objective evidence that whole

or part of these receivables has become irrecoverable. The provision is calculated
based on the difference between the carrying amount and the recoverable value.
Moreover, the provision is calculated using percentages agreed upon by the Board
of Directors and according to the aging of those receivables as of the consolidated
flnancial statements date.

r.

Liability Adeguacy Test

At the date of the consolldated financlal position statement, the adequacy and
appropriateness of the insurance liabilities are evaluated by calculating the
current value of the expected future cash flows relating to the outstanding
insurance contracts.

If the evaluation indicates that the present value of the Insurance liabilities
(different purchase expendltures less adequate, and Intanglble assets less
relevant) is insufficient compared fo the expected future cash flows, the whole
deficit amount is stated in the consolidated statement of income.

Income Tax

Income tax expenses represent accrued taxes and deferred taxes.

Accrued expenses

Accrued taxes are calculated on the basis of taxable profits. Moreover, taxable
profits differ from the profits declared In the consolidated statement of income
since the latter includes non-taxable revenue or tax expenses not deductible
in the current year but deductible in subsequent years, accumulated losses
accepted by the tax authorities, or unallowable and non-taxable items.

Taxes are calculated on the basis of the tax rates prescribed by the laws,
regulations, and instructions in force in the Hashemite Kingdom of Jordan,
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2-  Deferred Taxes
Deferred taxes are taxes expected to be paid or recovered as a result of
temporary timing differences between the value of the assets and liabllities in
the consolidated financial statements and the value of the taxable amount.

beferred taxes are calculated according to the consolidated statement of
financial position liabllity method based on the tax rates expected to be
applied at the tax settlement date or the realization of the deferred tax assets
or liabilities.

The balances of deferred tax assets are reviewed at the consolldated
statermnent of financial position date and reduced in case they are expected not
to be utilized, wholly or partially, or the tax obligation is paid or no longer
needed,.

t. Offsetting
Financial assets and financial llabilities are offset, and the net amount is

reflected in the consolidated statement of financial posltion only when there
are legal rights to offset the recognized amounts, the Company intends to
settle them on a net basis, or assets are realized and liabilities settled
simultaneously,

U. Revenue Recagnition

1. Insurance Contracts
Insurance premiums arising from Insurance contracts are recorded as
revenues for the year (earned Insurance premiums) on the basis of the
maturlty periods and in accordance with the insurance coverage perlods.
Unearned insurance premiums from insurance contracts at the date of the
consolidated Ffinancial statements are recorded as unearned insurance
premlums within liabilities,

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

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

Interest Income is calcuiated according to the accrual basis based on the
maturity periods, principals, and earned interest rate.

3. Rental Income
Rental income from real estate investments of operating lease contracts is
recagnized based on the straight-line method over the contract term.
Moreover, other expenses are recognlzed on the accrual basls.

4. Commissions Revenue
Shares purchase and sale commissions are recorded to the revenues upon
their realization.

A Expense Recognition
All commissions and other costs relating to the acqulsition of new or renewed

insurance policies are amortized in the consolidated statement of income upon
their occurrence. Other expenses are recognized on the accrual basls,
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w. Insurance Reimbursement

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

%. _ Salvage and Subrogation Reimbursements
Estimates of salvage and subrogation reimbursements are considered when
calculating the insurance for claims,

y.  General and Administrative Expenses
All distributable general and administrative expenses are allocated to the
insurance branches separately according to the actuai administrative
expenses of each branch separately and In compliance with specific cost
centers for various insurance departments. The remaining expenses are
stated as unaliocated expenses in the consolidated statement of income.

z.  Employees expenses
All distributable employee expenses are allocated to the insurance branches
separately according to the expenditures of each branch in compliance with
specific cost centers for various Insurance departments. Moreover, the retated
employee expenses of the Company's subsidiary are stated as unallocated
employee expenses,

a.a. Forelgn Currency Transactions
Transactions In forelgn currencies are recorded at the exchange rates of the
Jordanian dinar prevailing at the transaction date.

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

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

Gains and losses resulting from the exchange of foreign currencies are
recorded In the consolldated statement of income.

The resulting differences from non-monetary assets and non-monetary
liabilities are recorded as part of the change In falr value.

b.b Investment in Associate
Associated company s an investee whereby the Company exercises significant
influence on its financial and operational decisions, but does not control it
Moreover, the Company owns from 20% to 50% of the voting rights in the
associate, The Investment In the assoclate is recognized in the consolidated
financial statements according to the equity method.

3. Use of Estimates

Preparation of the consolidated financial statements and application of the
accounting policies require the Company’s management to perform estimates
and judgments that affect the amounts of the financial assets and liabilities,
and ‘any contingent liabllitles. These estimates and judgments also affect
revenues, expenses, provisions and the investments valuation reserve. In
particular, the management of the Company and its subsldiary are requlred to
issue significant judgments to assess future cash flows and their timing. The
aforementioned estimates are based on several assumptions and factors with
varying degrees of estimation and uncertainty. Moreover, the actual results
may differ” from the estimates due to the changes resulting from the
circumnstances and situations of those estimates In the future.
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Management believes that the estimates within the financial statements are
reasonable. The details are as follows:

A provision for accounts recelvable is taken according to the various
assumptions and bases adopted by the Board of Directors of the Company and
its subsidiary to evaluate the required provision as per International Financial
Reporting Standards.

The financial year is charged with its share from income tax according to the
prevailing laws and regulations and International Financiai Reporting
Standards.

Real estate investments are evaluated by independent and certified real estate
appraisers according to the resolutlons issued by Jordan Insurance
Commission. Moreover, their falr value is disclosed in the consolidated
financial statements.

Management perlodically revaluates the productive lives of tangible and
intangible assets for the purpose of calculating annual depreciation and
amortization based on the general condition of those assets and estimates of
their expected productive lives in the future. Any impairment loss s taken to
the consolidated statement of income,

The claims provision and technical provisions are evaluated based on technlcal
studies, Instructions of the Insurance Commission, and actuartal studies.

A provision for lawsuits against the Company and its subsidiary Is created
based on a legal study by the lawyer of the Company and its subsidlary
according to which probable future risks are determined. Such studies are
reviewed periodically.

Management periodically reviews the financlal assets shown at cost to
evaluate any Jmpairment in their vaiue. Such Impairment is taken to the
consoilldated statement of income.

Fair Value Hierarchy: The Company Is required to determine and disclose the
level in the fair value hierarchy into which the fair value measurements are
categorised In their entirety, segregating falr wvalue measurements in
accordance with the levels defined in IFRS, Differentlating between Level 2
and Level 3 fair value measurements, i.e. assessing whether Inputs are
observable and whether the unobservable inputs are significant, may require
judgement and a careful analysls of the Inputs used to measure fair value,
including conslderation of factors specific to the asset or liabllity. Moreover,
when the company measures the fair value, it uses independent and quallfied
parties to make the measurement studies.

Deposits at Baniks

This item consists of the folowing:
December 31,

2016 2015
Deposits
Depaosits Maturing
Deposits Maturing after Three
Maturing Within Months
Within One Three and up to
Month Months One Year Total Total
D D o) 1D D
Inside Jordan 3,325,000 2,943,761 1,855,780 8,124,541 7,239,090
Outside Jordan 2,793,199 - - 2,793,199 806,060
Total 6,118,199 2,943,761 1,855,780 10,917,740 8,045,150
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- During the year 2016, Interest rates on deposits in Jordanian dinar ranged
from 3% to 4%, For deposits in US dollars, interest rates ranged from 0.19 %
to 1.26 %.

- Moreover, deposits collateralized to the order of the Director General of the
Insurance Commission in addition to his positlon amounted to JD 325,000 as
of December 31, 2016 and December 31, 2015 at Arab Jordan Investment
Bank and mature within a period of less than three months.

- There were no restricted balances as of December 31, 2016 and December
31, 2015.

5. _ Financial Assets at Falr Value through Comprehensive Income
This item consists of the following:

December 31

2016 2015
Inside Jordan: iD JD
Quoted shares on Amman Stock Exchange 48,970 48,970
Qutside Jordan:
Quoted shares 1,548,592 1,838,807
*Listed investment funds 1,638,015 6,385,271
Quoted bonds 1,967,624 1,875,117

5,203,201 10,148,165

* This item represents Investment in listed investment funds with unguaranteed
capital and at falr value as of the consolidated financial statements date.

- Interest rates on bonds outside Jordan ranged from 6.25% to 8.375% during
the year 2016,

- Bonds maturity extend to the followlng dates:
9 months-  More than

3-6 months 6-9 months 1 year one year Total
Cutside Jordan al») D D D D
Bonds quoted on Stock Exchanges - - - 1,967,624 1,967,624

- - - 1,967,624 1,967,624

- The aforementioned bonds are of a fixed return.

6. Financial Assets at Amortized Cost
This item consists of the followina:

December 31

2016 2015
Inside Jordan 1D D
Government bonds 34,431,123 29,299,949
34,431,123 29,295,949
Outside Jordan
Corporate bonds 572,695 217,622
Provision for impairment (105,691) (105,691)
467,004 111,931
34,898,127 29,411,880
- The maturities of bonds extend to the following dates:
More than
1-3 months 3-6 months 6-9 months 9 months 1 year 1 year Total
Inside Jordan JD D D 1D 1D JD
Government bonds - 1,999,766 - - 32,431,357 34,431,123
Corporate bonds - - - - - -
Ouiside Jordap -
Corporate bonds - - - - 467,004 467,004
- 1,999,766 - - 32,898,361 34,898,127
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Interest rates on bonds denominated in Jordanian Dinar range from 4.689%
to 7.786 %. Moreover, interest rates on bonds denominated In foreign
currency ranged from 3.898% to 6.5 % during the year ended December 31,
2016,

The above-mentioned bonds are of a flxed return.

Investment in Affiliate

This Item represents the Company s Investment in Al Nisr Al Arabi For Real
Estate Company (under liguidation) with 50 % of Its caplital amounting to JD
200 thousand as of December 31,2016, and this investment in the affiliate is
stated in the Consclidated Financlal Statements based on the equity method.

8. Real Estate Investments

This item consists of the following:

December 31

2016 2015

D D
Land 940,001 940,001
940,001 940,001

The details of real estate investments and informatlon on the fair value
hierarchy as of December 31, 2016 are as follows:

Fair Value as of
December 31,

Level 1 Level 2 Level 3 2016*
D D D o
Investment land - 1,038,967 - 1,038,967

There were no transfers between Level 1 and Level 2 durlng the year 2016.
The average falr value amounted to JD 1,038,967 according to the last
appraisal of the land as of December 31, 2015 and January 13, 2016
conducted by three certifled real estate appralsers.

Life Insurance Policyholders’ Loans

This item consists of the following:
December 31,

2016 2015
D D
Loans for life insurance policyholders’ not
exceeding the policy liquidation value 4,504,987 3,569,298
The maturities of life Insurance policyholders’ loans extend to the following
dates:
More than
1 year Total
D D
Life insurance policyholders’ loans 4,504,987 4,504,987
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10. Cash on Hand and at Banks
This item consists of the following:

Cash on hand
Current accounts at banks

11. Checks under Collection
This item consists of the following:

Checks under collection within 6 months
Checks under collection after 6 months

December 31,

2016 2015
1D D
2,091 2,124
2,516,854 1,751,108
2,518,945 1,753,232

December 31,

2016 2015
D D
784,277 770,189
179,139 194,962
963,416 965,151

- The maturities of checks under collectlon extend to November 30, 2018.

12. _Accounts Receivable - Net
This item consists of the following:

Policyholders
Other receivables

Less: Provision for impairment of receivables *
Accounts receivable - Net

The ageing of receivables Is as follows:

Less than 90 days
From 91 - 180 days
From 181 ~ 360 days
More than 361 days

December 31,

2016 2015
i[s) D
7,743,608 7,177,847
5,902 5,902
7,749,510 7,183,749
(493,537) (678,976)
7,255,973 6,504,773

December 31,

2016 2015
D D
6,768,563 6,437,522
693,291 563,000
144,314 106,307
143,342 76,920
7,749,510 7,183,749

* Movement on the provision for the impairment of receivables is as follows:

Balance - beginning of the year
(Recovered) during the year

Transferred to re-insurers recelvable during the

year
Less: Written-off debts
Balance- end of the year
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December 31,

2016 2015
D 1D
678,976 715,664

(100,000) -
(26,703) (30,556)
(58,736) (6,132)
493,537 678,976




13,

Re-insurance Companies Accounts - Debit

This item consists of the following:

December 31,

2016 2015
ilo] D
Lacal insurance companies 496,017 175,333
Foreign re-insurance companies 91,126 82,262
587,143 257,595
Less: Provision for impairment of receivables * (111,811) {85,108)
Re-Insurance Companies’ Accounts - Net 475,332 172,487

The aging of re-insurance companies’ accounts - debit is as follows:

December 31,

2016 2015
D D
Less than 90 days 98,864 83,580
91 - 180 days 374,802 21,902
181 - 360 days 1,666 67,005
Mare than 361 days 111,811 85,108
587,143 257,595

Movement on the provislon for doubtful debts is as follows:

2016 2015
iD b
Balance - beginning of the year 85,108 54,552
Transferred from accounts receivable during
the year 26,703 30,556
Balance - End of the Year 111,811 85,108
14. Income Tax
a, Income Tax Provision
- Movement on the income tax provision is as follows:
For the year ended
December 31
2016 2015
D D
Balance - beginning of the year 514,756 534,798
Income tax paid (679,953) {738,795)
Income tax for the year 487,369 718,753
Balance at Year ~ End 322,172 514,756
b.  The income tax stated in the consolidated statement of Income represents the

following:

2016 2015
D JD
Income tax on the year’ s profit 487,369 718,753
The impact of deferred tax assets- Net 7,609 1,800
494,978 720,553
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A final income tax settlement had been reached up to the end of the year
2014. Moreover, the Company has submitted the tax return for the year 2015
on time. The income tax provision for the year ended December 31, 2016 has
been calculated and booked. In the opinion of the Company’s management
and Its tax consultant, the Company wlill not incur any additional liabilities
exceeding the provisions taken as of December 31, 2016.

A final settlement of the subsidiary"s income tax has been reached up to the
end of the years 2011 and 2015. Moreover, the tax returns for the years
2012, 2013, 2014 were submitted on time. However, the tax returns have not
been reviewed as of the consolidated financial statements date, The income
tax provision for the subsidiary for the year ended December 31, 2016 has
been calculated and booked. In the opinlon of the Company's management
and its tax consuitant, the subsldiary will not incur any additional Habilities
exceeding the provislons taken as of December 31, 2016

c. Deferred Tax Assets
The details of this item are as fallows:
For the year ended

December 31,
For the year ended December 31, 2016 2015
Balance at the Balance at
Beginning of Amounts Amounts  End of the  Deferred
Accaunts Included the Year Released Added Period Tax Deferred Tax
D i]»] wn b 10 i
Provislon lor doubtful debts 764,084 (185,439) 25,703 605,348 145,284 183,380
Provisions for tax deductible losses
from forelgn Investments - - 304,870 304,870 30,487 -
Lawsults provision 201,575 - - 201,575 48,378 48,378
965,659 (185,439) 331,573 1,111,783 224,149 231,758
- The movement on deferred tax assets Is as follows:
For the year ended
December 31,
2016 2015
JjD 1D
Balance at the beginning of the year 231,758 233,558
Additions 36,896 7,333
Released {44,505) {9,133)
Balance at Year - End 224,149 231,758

According to the management’s opinion, deferred tax assets will be used in
the near future.

d. The following is a summary of the reconciliation between accountlng profit
and tax return:

2016 2015
D 10

Accounting profit 3,023,637 3,159,283
(Loss) profit from sale of financial assets at

fair value through comprehensive income {726,053) 4,455
Non-taxable profit (1,529,738) (1,187,221) .
Non-deductible expenses 1,372,284 1,146,461
Taxable income 2,140,130 3,122,978
Income tax due 487,369 718,753

- The prevailing tax rate in Jordan is 24% for the parent Company and 20% for
the subsidiary.
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16. Intangible Assets
This item consists of the following:

December 31,

2016 2015
1D D
Balance at the beginning of the year 67,410 71,045
Additions 24,700 24,140
Amortizations (24,669) (27,775)
Balance at Year-End 67,441 67,410

17, Other Assets
This item consists of the following:

December 31,

2016 2015
10 JD
Accrued reventes 578,864 524,620
Various Accrued Accounts 459,609 473,695
Prepaid expenses 205,597 230,090
Other 25,345 11,212
Refundable Deposits 3,811 3,811
1,273,226 1,243,428

18, Mathematical Reserve - Net
This item conslists of the foliowing:
December 31,

2016 2015
b D
Net Mathematical Reserve 40,582,005 33,286,253

i9. Accounts Payable
This item consists of the following:
December 31,

2016 2015
D [y,
Policyholders payable 1,390,096 1,349,305
Brokers payable 162,174 193,035
Others 58,643 69,506
1,610,913 1,611,846

20. Re-insurance Companies’ Accounts - Credit
This item consists of the following:

December 31,

2016 2015
D D
Local insurance cgmpanies 20,941 59,590
Foreign re-insurance companles 1,289,632 876,866
Refundable deposits 508,431 624,857
1,819,004 1,561,313
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21,

Lawsuits provision

This item consists of the following:

December 31,

2016 2015
D D
Lawsuits provision 201,575 201,575

The following table illustrates the movement on the varlous provisions:

December 31,

2016 2015
D D
Balance- Beginning of the year 201,575 201,575
Additions - -
Charges - -
Balance- End of the year 201,575 201,575

22. Other Liabilities

This item consists of the following:
December 31,

2016 2015
1D Jb

Accrued compensations - 141,519
Various deposits 277,656 261,329
Shareholders’ deposits 282,290 236,938
refundable amounts for cancelled contracts\Life 151,710 66,663
Board of Directors’ bonuses 35,000 35,000

Unearned revenues 2,905 6,166
749,561 747,615

23, Capital and Additional Paid-in Capital

24,

Authorized, subscribed, and paid-in capita! amounted to JD 10 million,
distributed over 10 milllon shares at a par value of JD 1 each as of December
31, 2016 and 2015,

Additional paid-in capital amounts to 3D 3.75 million.

Statutory Reserve

25,

The accumulated amounts In this account represent appropriations from
annual income before tax for the Company and the subsidiary at 10% durlng
this year and previous years according to the Companles Law. This reserve
may not be distributed to shareholders.

Voluntary Reserve

The accumulated amounts in this account represent the transfers from
income before tax during the past years at a rate of 20% of pald-up capital.
Voluntary reserve is used for the purposes determined by the Board of
Directors. Moreover, the General Assembly has the right to distribute all or
part of the voluntary reserve as dividends to shareholders.
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26. Investment Re-valuation Reserve

This item represents the net change in the fair value of financial assets at fair
value through comprehensive income. The details are as follow:

2016 2015
D D
Balance at the beginning of the year 225,329 705,150
Realized losses (profits) transferved to retained
earnings 726,053 {4,455)
Change during the year {852,669)  (475,366)
Net change during the year {126,616) {(479,821)
Balance — End of Year 98,713 225,329
27. Retained Earnings
This item consists of the following:
2016 2015
D JD
Balance at the beginning of the year 3,432,960 2,724,733
Profit for the year 2,528,659 2,438,730
(Losses) gains on the disposal of financial
assets at fair value through comprehensive
income (726,053) 4,455
Transferred to reserves {19,730) (34,958)
Dividends (2,200,000)  (1,700,000)

Balance - End of Year

3,015,836

3,432,960

28. Proposed dividends

The Board of Directors recommended the distribution of 22%, of the current
year's profits, equivalent to JD 2.2 milllion, subject to the approval of the
General Assembly, as dividends to shareholders for the current year. In the
previous year, dividends equat to 22% of capital, equivalent to JD 2.2 miilion,

were distrlbuted.

29.Interest Revenue
This item consists of the following:

2016 2015
o JD
Interest from investments in financial assets at
amortized cost 1,877,088 1,793,138
Earned bank interest 257,118 259,606
L oans interest 185,242 150,070
Total 2,319,448 2,202,814
Amount transferred to underwriting accounts 1,508,980 1,362,629
Amount transferred to consolidated income
statement 810,468 840,185
30. NMNet Gain from Financial Assets and Investments
This itern consists of the following:
2016 2015
1D D
Gains on the disposal of financlal assets at fair
value through income statement - 7,505
Dividends from financial assets at fair value through
comprehensive Income 311,016 241,313
311,016 248,818
Amount transferred to underwriting account 245,258 146,977
Amount transferred to consalidated financial statement 65,758 101,841
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31.

Employees Expenses

This item consists of the foliowing:

Salaries and bonuses

Company's social security contributions
Travel and transportation

Training

Total

Amount transferred to underwriting account

Amount transferred to consolidated financial
statement

32.

General and Administrative Expenses

This item consists of the following:

Advertising and marketing
Insurance Federation fees
Rent

Printing and supplies
Professional fees

fees and commissions
Computer expenses

Post and telephone
Marketing expenses

Water, electricity and heating
Board of Dlrectors’ transportation
Donations

Subscriptions

Maintenance

Hospitality

Company ' s vehicles expenses
Government and other fees
Cleaning

Insurance

Miscellaneous

Total

Amount transferred to underwriting account

Amount transferred to consolidated financial
statement

- 36 -

2016 2015
D D
2,783,640 2,991,042
455,457 375,434
33,548 27,115
25,404 40,435
3,298,049 3,434,026
3,258,576 3,368,929
39,473 65,007
2016 2015
TS} i)
137,846 206,445
202,015 200,064
31,526 17,123
126,582 125,264
83,872 129,762
79,244 61,541
110,252 107,206
70,799 71,608
22,343 33,268
69,694 67,772
24,900 25,200
26,607 21,686
12,678 26,493
50,613 30,130
24,528 41,345
8,436 8,832
49,166 46,247
9,744 8,815
124,327 144,984
6 1612
1,265,178 1,375,397
1,162,257 1,270,132
102,921 105,265




33. Other Expenses- Net
This item consists of the following:

2016 2015
1D D
Losses {Gains) from disposal of property and
equipment 1,658 (2,918)
Sales tax differences 91,317 96,465
Board of Directors’ remunerations 35,000 35,000
Currency differences 116,028 24,622
244,003 153,169

34, Earnings per Share for the Year
Earpings per share has been calculated by dividing profit for the year by the
outstanding shares. The details are as follows:

For the year ended December

31
2016 2015
1D D
Income for the year 2,528,659 2,438,730
Number of shares 10,000,000 10,000,000
Earnings per Share for the Year 253\- 244\~

35. Cash and_Cash Equivalents
The details of this ltem are as follows:

December 31,

2016 2015
D Jo
Cash on hand and at banks 2,518,945 1,753,232
Add: Deposits at banks maturing within three months 9,061,960 8,045,150
Less: Mortgaged deposlts (325,000) (325,000)
Net Cash and Cash Equivalents 11,255,505 9,473,382

36. Related Parties Balances and Transactions
The Company and its subsidiary have entered into transactions with major

shareholders, members of the Board of Directors, and executive management
in the ordinary course of business. Moreover, all insurance recelvables are
operating, and no provisions have been taken for those receivables.

The pricing policy and terms related to these transactions have been adopted
by the Company s management.
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The following summarizes the transactions with the related partles during the

vear:
Total
December 31, 2016
Mambers of
the Board of Executive Parant
Directors Management Company 2016 2015

Consolidated Financial Posltion Itams: D D o 15 JD
Deposis at Arab Bank - - 2,594,771 2,594,771 1,806,060
Current accounts at Arab Bank - - 1,019,730 1,019,730 759,990
Accrued interest - - 6,786 6,786 3,511
Accounts receivable - - 26,532 26,532 1,700
Censolidated Income Statement Items:
Underwriting premiums - - 307,609 307,609 54,039
OQutstanding claims - - - - 1,137
Paid claims - - 51,984 51,984 42,876
Paid commissions - - 321,612 321,612 264,424
Interest revenue - - 7.905 7,905 2,015
Technical consultations expenses - - - - 25,625

The following is a summary of the remunerations (salarles, bonuses, and
fringe benefits) of the Company’s Executive Management:

2016 2015
b D
Salaries, bonuses, and other benefits 397,807 333,503
Board of Directors’ transportation 24,900 25,200
422,707 358,703

37. Risk Management

First: Descriptive Disclosures:
The Company manages risks, using various methods, through a comprehensive

strategy to limit and mitigate risks, installs proper controls, and monitors their
effectiveness in a manner compatible with the risk monitoring system in order to
achieve the optimal risk-return balance. Moreover, managing risks Includes
identifying, measuring, managing, and constantly supervising financlal and non-
financial risks that negatively affect the Company's performance and reputation, as
well as ensuring a return commensurale with the said risks margin.

The Company is exposed to the following risks: Market risks, llquidity risks,
insurance risks, interest rate risks, and currency risks.

Second: Quantitative Disclosures;
a. Insurance Risks

1. Insurance risk
The risk of any insurance contract is the probability of occurrence of the Insured

event and the uncertainty of the amount of the claim related to that event. This
is due to the nature of the insurance contract where the risks are volatlle and
unpredictable for the insurance contracts related to the insurance category.
Moreover, the probabilities theory of pricing and reserve can be applied, and the
Company’s main risks are that the claims incurred and related payments may
exceed the carrying amount of the insurance labilities. This may occur if the
probability and severity of the claims are greater than expected. As the
insurance events are not constant and vary from year to year, the estimates
may differ from the related statistics.
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Studies have shown that the more simllar Insurance contracts are, the more
expectations approximate the actual loss rate. Furthermore, dlversification in
covered insurance risks leads to lower probability of total loss of insurance.

The Company and its subsidiary, through their staff, provide the best service
to their customers. Accordingly, a plan has been prepared fo protect them
against potential risks, patural or unnatural. This requlres taking the
necessary provisions and making availabie the technical staff necessary to
ensure continuity of the Company and its subsidiary, hence the need for a risk
management strategy.

Risk management is the process of measuring and assessing risks and
developing strategies to manage them. This strategy includes transferring the
risks to another party, avoiding them and mitigating their adverse effects on
the Company and its subsidlary, as well as accepting all or some of their
effects. Risk management is divided Into four sections:

Material risks, which are natural disasters, fires, accidents and other external
risks not related to the work of the Company or its subsidiary.

Legal risks arising from judictal clalms or other risks arlsing from laws and
legisiations issued by the Insurance commission and non-compliance
therewith.

Financial risks, representing interest rate risk, credit risk, foreign currency risk
and market risk,

Unpredictable, intangible risks, representing the knowledge risks of the
Company's key personnel. These risks arise from inadequate knowledge and
relations risks, as well as deflclent cooperation wlth customers. All these risks
directly reduce the knowledge employee’s productivity and efflciency,
downgrade service quality, and detracts from reputatlon, thus affecting the
Company’s expenditures and profits.

The Company and its subsidlary prioritize risks, so that risks with large losses
and high probability of occurrence are dealt with flrst, while risks with smalier
losses and lower probability of occurrence are dealt with later.

Claims Development
The tables below show the actual claims (based on management's estimates
at the end of the year) compared to the expectations for the past four years
pased on the year in which the accident occurred for each branch of
insurance, as foliows:
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Concentration of the assets and liabilities according to the geographical distribution
for the total insurance contracts claims is as follows:

December 31, 2016 December 31, 2015
Assets Liabllitles Assets Liabilities
JD JD 1D D

According to geographical area:
Inside Jordan 63,448,375 50,358,909 55,743,206 44,175,205
Other Middie East countries - - - -
Europe 9,045,106 1,798,063 5,988,233 1,501,724
Asia * 274,528 - 3,245,777 -
USA 146,032 - 1,980,792 -

Total 72,014,041 52,156,972 66,958,008 45,676,929

* Excluding Jordan and Middle East Countries.

Concentration of assets and llabilities related to accounts recelvable and accounts
payable according to sector is as follows:

December 31, 2016 December 31, 2015
*Assels *Liabilitles *Assels *Llabilities
D 1D D D

According to Sector:
Public sector - - - -
Private Sector:
Companies and institutions 6,152,097 1,599,269 6,146,883 1,147,351
Individuals 1,103,876 11,644 357,890 464,495

7,255,973 1,610,913 6,504,773 1,611,846

* The above-mentioned assets represent net recelvables. Moreover, the above-
mentioned liabilities represent net payables.

- The Company did not segregate technical provisions from re-insurers’ share
according to sector because the law does not permit such segregation.

4.  Re-Insurance Risk
To reduce exposure to risks of financial losses arising from large claims, the
Company, within its regular activitles, enters into re-insurance contracts with
other parties, Moreover, re-insurance risks are the risks arising from re-
insurance companies’ failure to meet their commitments related to the signed
re-insurance arrangements,

In this regard, the Company’'s management selects highly solvent re-
insurance companies with high credit rankings. It also evaluates the financial
position of re-insurance companies it deals with, as well as monitors credit
rlsk concentrations stemming from those companles’ geographical areas and
activities, or similar economlc components. The issued Insurance policles do
not exempt the Company from lts obligations toward the policyholders,
Consequently, the Company remains liable in terms of the re-insured claims
balance should re-insurers default on their obligations as per re-insurance
contracts,
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In order to mitigate the risk of financial loss resulting from large insurance
claims, the Company enters into re-insurance arrangements with other

parties.

5. Insurance Risks Sensitivity:

December 31, 2016

December 31, 2015

Consolidated Consolidated Consolidated Consolidated

Income Equity Incorme Equlty
il 1D D D
Consolidated income (loss)\ Consolidated
equity 2,528,659 20,757,069 2,438,730 21,281,079
Effect of 5 % reduction in total premiums
while other factors remain the same 1,530,666 1,530,666 1,494,637 1,494,637
Total 597,993 1,530,666 944,093 19,786,442
Consolidated income (loss)\ Consolidated
equity 2,528,659 20,757,069 2,438,730 21,281,079
Effect of 5 % increase in total premiums
while other factors remain the same 1,076,940 1,076,940 665,801 665,801
Total 1,451,719 19,680,129 1,772,929 20,615,278

Financial Risks

The Company and its subsidiary adopt financial policies for managing the
different risks wlithin a specified strategy. Moreover, management of the
Company and Its subsidiary monitors and controls risks and performs the
optimal strategic distribution for both financial assets and financial liabilitles,
Risks include interest rate risks, credit risks, forelgn currency risks, and
market risks.

The Company and its subsidiary adopt a financial hedging policy for financlal
assets and financial liabllities, when necessary. This hedging relates to the
expected future risks.

Market Risk:

Market risks are the risks arising from the fluctuations of the fair value or cash
flows of financial instruments due to the changes In market prices. Market
risks arise from open positions in interest rates, foreign currency exchange
rates, and investments in shares. These risks are monitored according to
speclfic policles and procedures through speclallzed committees and responsible
workshops. Market risks also include interest rate risks, exchange rate risks, and
equity instrument risks.

The Company and its subsidiary are not exposed to exchange rate risks, as
the financial reconciliations with clients or relnsurers are in local currency. The
Company's management believes that the foreign currency risk related to the USD
is immaterial since the Jordanian Dinar (the functional currency) is pegged to the
usp,
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Investments in Bonds:
The following table illustrates bonds ratings according to Moody' s Credit Rating:

December 31,

2016 2015
Rating Degree: D D
Aaa 476,004 111,931
Other * 34,431,123 29,299,949

34,898,127 29,411,880

This item represents bonds of the Jordanlan Government and has no available
credit rating according to Moody's.

Interest rate risks

Interest rate risk represents risks arising from changes in the financlal
instrument due to the change in market Interest rates. Moreover, the Company
and its subsidlary continually manage their exposure to interest risk, and all
other considerations such as financing and renewal of the current positions are re-
assessed continually.

The sensitivity analysis below is determined according to the exposure to
interest rates related to banking sensitivity as of the date of the consolidated
statement of financlal position. Furthermore, the analysis was prepared on
the assumption that the outstanding amount as of the date of the
consolidated statement of financial position was outstanding during the whole
year. An increase or decrease of 0/5%, representing the Company’s and its
subsidiary’ s management's assessment of the likely and acceptable change
in interest rates, is used,

2016 2015
+ 5% -(5)% + 5% -(5)%
JD D D D
Profit (Loss) for the year 67,183 {67,183) 48,992 {48,992)
Consolidated equity 67,183 {67,183) 48,992  (48,992)

Liguidity Risk

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

. Maintaining highly marketable assets that can be easlly liquidated in
protection against any unforeseen shortage in liquidity,

. Monitoring liquidity indicators in accordance with the internal
requirements and the requirements of regulatory authorities,

* Managing the concentrations and maturity dates of debts.
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4. Foreign Currency Risks
The Company's main operations are in Jordanian Dinar, Moreover, the foreign
currency risk arises from the fluctuations in the exchange rates refated to foreign
currency payments. As for transactions denominated In USD, the Company'’s
management believes that the forelgn currency risk related to the USD is
immaterial, as the Jordanian Dinar (the Company's functlonal Currency) Is pegged
to the US Dollar.

5.  Credlt Risk

Credit risk relates to the other party’s inabllity to meet its contractual
obligations, leading to the Incurrence of losses by the Company and Its
subsidiary. Moreover, the Company and its subsidiary adopt a policy of
dealing with creditworthy parties In order to mitigate the financial losses
arising from the Company’s default on its liabilities, The Company and its
subsidiary do not follow a policy of taking guarantees against trade
receivables, Caonsequently, trade receivables are not guaranteed,

The Company's and its subsidlary's financial assets consist mainly of policy
holders, financlal assets at fair value through the statement of comprehensive
Income, financial assets at amortized cost, cash and cash equivalents, and other
debit balances. Moreover, policyholders' receivables consist of debts due from the
locally insured, some governmental parties, large projects, and foreign clients.

In the opinion of the Company's management, the percentage of uncollected
receivables or part thereof Is very low. These receivables represent important
concentrations of credit risks in the clients’ geographical areas. Moreover, a
strict credit policy is malntained, whereby every client’s account is monitored
separately and continuously. Client’s concentration per geographical area is as

follows:

Geographical Area Indebtedness
D

Inside lordan 7,255,973

Qutside Jordan -

Total 7,255,973

37. Main Segments Analysis
a.  Information on the Company’s Operating Segments
For managerial purposes, the Company was organized into two sectors:

1. The General Insurance Sector which includes general, motor, transport, fire
and other damages on properties, and liablllty.

2. The Life Insurance Sector,

These two sectors represent the main sectors that the Company uses to
demonstrate the information related to the main sectors. The above-
mentioned sectors also include investments and management of cash for the
Company’s own account, Moreover, transactions among business sectors are
based on estimated market prices on the same terms used for others.
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b. _ Information on Geographlcal Distribution
This note represents the geographical distribution of the Company's and
subsidiary ' s revenues, assets, and capital expenditures:

Inside Jordan Qutside Jordan Total
December 31 Pecember 31 December 31
2016 2015 2016 2015 2016 2015
D b iy D 1D D
Total Revenues 22,068,688 21,153,071 422,184 394,360 22,450,872 21,547,431
Total Assets 63,448,375 55,743,205 9,465,666 11,214,803 72,914,041 66,958,008
Capital Expenditures 66,884 171,922 - - 66,884 171,922

39, Capital Management
The Company's objectives as to the management of capltal are as follows:

The Company's management and its subsidiary aim to achieve capital
management objectives through devefoping the Company’s and its subsidiary’s
business, achieving surplus in operating revenues and other revenues, and
optimally utllizing avatlable fund resources, to achleve the targeted growth in
owners' equity

The Company and Its subsidiary take into account the appropriateness
between capital size and the nature of risks that the Company and its
subsidiary are exposed to, provided that this does not contradlct the
prevalling laws and regulations, This is reflected in the Company’s and Its
subsldiary's strategic plans and their estimated budgets. The effects of
participating In Investments on capital adeguacy ratic are taken into
consideration, and capital and its adequacy are monitored continuously. In the
opinton of the Board of Directors, the regulatory capital Is adequate to achieve
the objectives of the Company and its subsidiary.

- The solvency margin as of December 31, 2106 and 2015 Is as follows:

December 31,

2016 2015
D D
First: Available capital * 20,856,035 21,380,045
Second: Required capital :
Capltal required against assets risks 4,222,870 4,145,543
Capital required against underwriting liabHitles 801,742 059,236
Capital required against relnsurers’ risks 27,446 19,111
Capital required against life insurance risks 2,233,638 1,953,459
Total Required Capital 7,285,696 7,077,349
Third: Solvency margin ratio (available capital /
required capital) 286% 302%
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* Available capital consists of the following:

Primary Capital:
Paid-up Capital
Statutory reserve
Speclal reserve
Additional paid-in capital
Retained earnings

Add: Investments not in compliance with Investment

directives:

Increase in investment properties value

Investments evaluation resefve

Total Available Capital

40.h5sets and Liabllitles Maturities

The following table shows the analysis ©

their expected period of recovery or settiement:

December 31, 2016
Assets
Deposits at banks
Financial assets at fair value through
comprehensive Income
Financial assets at amortized cost
Investment in affiliate
Real estate investment
Life policyholders’ loans
Cash on hand and at banks
Checks under collection
Accounts receivable - net
Re-insurance companles’ accounts - debit
Deferred tax assets
Property and equipment - net
Intangible assets - net
Other assels
Total Assets

Liabilities
Unearned premiums provision — net
Claims provision - net
Mathematical provision - net
Accounts payable
Accrued expenses
Re-insurance companies’ accounts - credit
Lawsuits provision
Income tax provision
Other liabilities

Total Liabilities

Net

December 31,

2016 2015
1D D

10,000,000 10,000,000
2,565,868 2,546,138
1,326,652 1,326,652
3,750,000 3,750,000
3,015,836 3,432,960
98,966 98,966
98,713 225,329
20,856,035 21,380,045

f assets and liabllities according to

Within One More than
Year One Year Total
D D D

10,917,740 - 10,917,740
- 5,203,201 5,203,201
1,999,766 32,898,361 34,898,127
- 107,934 107,934
- 940,001 940,001
- 4,504,987 4,504,987
2,518,945 - 2,518,945
963,416 - 963,416
7,255,973 - 7,255,973
475,332 - 475,332
- 224,149 224,149
- 3,563,569 3,563,569
- 67,441 67,441
1,273,226 - 1,273,226
25,404,398 47,509,643 72,914,041
4,463,934 - 4,463,934
2,049,334 - 2,049,334
- 40,582,005 40,582,005
1,610,913 - 1,610,913
358,474 - 358,474
1,819,004 - 1,819,004
201,575 - 201,575
322,172 - 322,172
749,561 - 749,561
11,574,967 40,582,005 52,126,810
13,829,431 6,927,638 20,757,069
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December 31, 2015
Assets

Deposits at banks

Financial assets at falr value through
comprehensive income

Financia! assets at amortized cost

Investment In affiliate

Real estate investment

Life policyholders’ loans

cash on hand and at banks

Checks under collection

Accounts receivable - net

Re-insurance companies’ accounts - deblt

Deferred tax assels

Property and equipment — net

Intangible assets - net

Other assets

Total Assets

Liabilities

Unearned premiums provision - net
Claims provision - net

Mathematical provision - net

Accounts payable

Accrued expenses

Re-insurance companles’ accounts - credit
Lawsults provision

Income tax provision

Other liabilities

Total Liabilities
Net

41, Lawsuits against the Company

Within One More than
Year One Year Total
D D D

8,045,150 - 8,045,150
- 10,148,165 10,148,165
4,566,736 24,845,144 29,411,880
- 107,934 107,934
- 940,001 940,001
- 3,569,298 3,569,298
1,753,232 - 1,753,232
965,151 - 965,151
6,504,773 - 6,504,773
172,487 - 172,487
- 231,758 231,758
314,743 3,482,598 3,797,341
27,775 39,635 67,410
1,243,428 - 1,243,428
23,593,475 43,364,533 66,958,008
4,571,808 - 4,571,808
2,739,412 - 2,739,412
- 33,286,253 33,286,253
1,611,846 - 1,611,846
442,351 - 442,351
1,561,313 - 1,561,313
201,575 - 201,575
514,756 - 514,756
747,615 - 747,615
12,390,676 33,286,253 45,676,929
11,202,799 10,078,280 21,281,079

There are lawsuits against the Company claiming compensation on varlous
accidents. Moreover, the lawsults at courts with determined amounts totaled
ID 704,610 as of December 31, 2016 (JD 886,234 as of December 31, 2015},
and the Company took the necessary provisions to face any Habllities that may
arise from these lawsults. In the opinion of the Company’s management and
its lawyer, no liabilities in excess of the provisions within the net claims

provision shall arlse.

42. Contingent Liabllities

There are commitments by the Company against bank guarantees of 1D
76,846 as of December 31, 2016 (JD 81,829 as of December 31, 2015).
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43. Fair Value Hierarchy
a. Fair Value of Financial Assets and Financial Liabilities Continuouysly Determined at
Fair Value
Sorme of the financial assets and financiaf liabllities of the Company are estimated
at fair value at the end of each financial period. The following table provides
information about the manner in which financlal assets and financial liabilities are
determined (Evaluation methods and input used}:
Refation between
FalrValue at FairValue at Shanfcant Sgnitficant
December 31, December 31, Bvalwation bietinod IntEngtble Intangibte Inputs
Financlal assets / llabllities 2016 2015 Falr Value Level and Inputs Used Inputs and Fair Value
1 D I o Bl j>)
Flnanclal assets at falr value
Financlal assets at fair value
through comprehensive income:
Prices listed M\ NVA
Srares with quoted prices 1,597,562 1,887,777 FretLevel In Financial Markets
HVA NA
pPrices listed
Iyestment funds with quoted prices 1,638,015 5,385,271 First Level In Financial Markets
NVA A
prces listed
Investment Bonds wilh quoted prices 1,967,624 1,875117  First Level In Financial Markets
Totat 5,203,201 10,148,165
Total Flnanclal Assets at Fair Value 5,203,200 10,148,165
There were no transfers between Level 1 and Level 2 during the years 2015
and 2016.
a. Fair Value of Financial Assets and Financlal Liabjlities Continuously Undetermined
at Fair Value
Except for what is stated in the schedule below, we believe that the carrying
value of the financial assets and financial fiabilities stated in the Company's
Consolidated financial statements approximates their fair value. Moreover, the
Company's management belleves that the carrying value of the items below
approximates their fair value due to elther their short-term maturity or the re-
pricing of interest rates during the year.
December 31, 2016 . December 31, 2015
Camying Velue Fair vaue Carrying Value Fa¥r Value Falr Value Layer
Financlal Assets not Evaluated at Falr Value e} o 10 byl )
8,065,633 Second Level
Deoosls at banks 10,917,740 10,942,822 8,045,150
29,891,758 dLe
Financla! assets at amortized oost 34,889,127 35,428,415 29,411,880 89 Second Level
Real estale dnvestments 940,001 1,038,967 940,001 1,038,967 Second Level
46,755,868 47,410,204 38,397,031 38,996,358

Total Financlal Assets not Evaluated at Falr Value

For the items shown above, the fair value of assets and liabilities for the first and
second level were determined according to agreed upon pricing models that reflect
credit risks related to the parties dealt with.
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44. Adoption_of New and Revised International Financlal Reporting Standards
{IFRSs}

a.  New and revised IFRSs applied with no material effect on the Consolidated
financlial statements.
The following new and revised IFRSs, which became effective for annual
periods beginning on or after January 1, 2016, have been adopted in these
consolidated financial statements. The application of these revised IFRSs has
not had any material impact on the amounts reported and disclosures for the
current and prior years but may affect the accounting for future transactions
or arrangements.

« IFRS 14 Regulatory Deferral Accounts

« Amendments to IAS 1 Presentation of Financlal Statements relating to
Disclosure Initiative

e Amendments to IFRS 11 Joint Arrangements relating to accounting for
acquisitions of interests in joint operations

» Amendments to IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets relating to clarification of acceptable methods of
depreciation and amortisation

» Amendments to IAS 16 Property, Plant and Equipment and IAS 41
Agriculture: Bearer Plants

« Amendments to IAS 27 Separate Financlal Statements relating to
accounting for investments in subsidlaries, joint ventures and assoctates to
be optionally accounted for using the equity method In separate financial
statements

+ Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12
Disclosure of Interests in Other Entities and IAS 28 Investment in
Assoclates and joint ventures relating to applylng the consolidation
exception for investment entities

e Annual Improvements to IFRSs 2012 — 2014 Cycle covering amendments
to IFRS 5, IFRS 7, IAS 19 and IAS 34

b.  New and revised IFRSs in issue but not yet effective and not early adapted
The Company has not yet applied the following new and revised IFRSs that
have been Issued but are not yet effective:

Effective for annual periods

New and revised IFRSs beginning on or after
Annual Improvements to IFRS Standards 2014 - The amendments to IFRS 1 and TAS
2016 Cycle amending IFRS 1, IFRS 12 and IAS 28 28 are effective for annual periods

beginning on or after January 1,
2018; the amendment to IFRS 12 for
annual periods beginning on or after
January 1, 2017
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Amendments to IAS 12 Income Taxes relating to
the recognition of deferred tax assets for
unrealized losses

Amendments to IAS 7 Statement of Cash Flows to
provide disclosures that enable users of financlat
statements to evaluate changes in liabillties
arising from financing activities,

IFRIC 22 Foreign Currency Transactions and
Advance Consideration

The interpretation addresses forelgn currency
transactions or parts of transactions where:

« there is consideration denominated or priced
in a foreign currency;

s the entity recognlses a prepayment asset or
a deferred income llabillty in respect of that
consideration, In advance of the recognition
of the related asset, expense or income; and

« the prepayment asset or deferred Income
liability i1s non-monetary,

Amendments to IFRS 2 Share Based Payment
regarding classification and measurement of
share based payment transactions

Amendments to IFRS 4 Insurance Contracts:
Relating to the different effective dates of IFRS 9
and the forthcoming new Insurance contracts
standard.

Amendments to IAS 40 Investment Property:
Amends paragraph 57 to state that an entity shall
transfer a property to, or from, Investment
property when, and only when, there Is evidence
of a change in use. A change of use occurs if
property meets, or ceases to meet, the definition
of investment property. A change in
management’s intentions for the use of a
property by iiself does not constitute evidence of
a change In use. The paragraph has been
amended to state that the list of examples
therein is non-exhaustive,

Amendments to IFRS 7 Financial Instruments.
Disclosures relating to disclosures about the initial
application of IFRS 9

IFRS 7 Financial Instruments! Disclosures relating
to the additiocnal hedge accounting disclosures
(and consequential amendments) resulting from
the introduction of the hedge accounting chapter
in IFRS 9

- 54 -

January 1, 2017

January 1, 2017

January 1, 2018

January 1, 2018

January 1, 2018

January 1, 2018

When IFRS 9 is first appHed

When IFRS 9 is flrst applied



IFRS 9 Financial Instruments (revised versions in
2009, 2010, 2013 and 2014)

IFRS 9 issued in November 2009 introduced new
requirements for the  classification and
measurement of financlal assets. IFRS 9 was
subsequently amended in October 2010 to
include requirements. for the classification and
measurement of financial liabilities and for
derecognition, and in November 2013 to include
the new requirements for general hedge
accounting. Another revised version of IFRS 9
was issued in July 2014 mainly to include a)
impairment requirements for financial assets and
b} limited amendments to the classification and
measurement requirements by introducing a ‘fair
value through other comprehensive income’
(FVTOCI) measurement category for certain
simple debt instruments.

A finalized version of IFRS 9 which contains
accounting requirements for financial
Instruments, replacing IAS 39  Financial
Instruments: Recognition and Measurement. The
standard contains requirements In the following
areas;

» Classification and measurement:; Financial
assets are classified by reference to the
business mode! within which they are held
and thelr contractual cash flow
characteristics, The 2014 wversion of IFRS 9
introduces a ‘'fair value through other
comprehensive income' category for certalin
debt instruments. Financial lfabilities are
classified in a similar manner to under IAS
39. However, there are differences in the
requirements applying to the measurement of
an entity's own credit risk.

- Impairment: The 2014 version of IFRS 9
introduces an 'expected credit loss' model for
the measurement of the impairment of
financial assets, so it is no longer necessary
for a credit event to have occurred before a
credit loss is recognized

+ Hedge accounting: The 2014 version
introduces a new hedge accounting modei
that is designed o be more closely aligned
with how entities undertake risk management
activities when hedglng financial and non-
financial risk exposures.

+ Derecognition: The requirements for the

derecognition of financial assets and liabilities
are carried forward from IAS 39,
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IFRS 15 Revenue from Contracts with Customers January 1, 2018
In May 2014, IFRS 15 was Issued which established a single

comprehensive model for entities to use in accounting for revenue arising

from contracts with customers. IFRS 15 will supersede the current revenue

recognition guidance including IAS 18 Revenue, IAS 11 Construction

Contracts and the related interpretations when it becomes effactive,

The core principte of IFRS 15 is that an entity should recognize revenue to

depict the transfer of promised goods or services to customers in an

amount that reflects the consideration to which the entity expects to be

entitled in exchange for thase goods or services. Specifically, the standard

introduces a 5-step approach to revenue recognition:

«  Step 1: Identify the contract(s) with a customer.

+ Step 2: Identify the performance obllgations in the contract,

+ Step 3: Determine the transaction price.

+  Step 4: Allocate the transaction price to the performance obligations in
the contract,

+ Step 5: Recognize revenue when (or as) the entity satisfles a
performance cbligation.

Under IFRS 15, an entity recognizes when (or as) a performance obligation
is satisfied, i.e. when ‘control’ of the goods or services underlying the
particular performance obligation Is transferred to the customer. Far more
prescriptive guidance has been added in IFRS 15 to deal with speclfic
scenarios. Furthermore, extensive disclosures are required by IFRS 15,

Amendments to IFRS 15 Revenue from Contracts with Customers to clarlfy January 1, 2018
three aspects of the standard (identifying performance obligations,

principal versus agent considerations, and licensing) and to provide some

transition relief for modified contracts and completed contracts,

IFRS 16 Leases January 1, 2019
IFRS 16 specifies how an IFRS reporter wlll recognize, measure, present

and disclose leases. The standard provides a single lessee accounting

model, requiring lessees to recognize assets and liabilities for all leases

unless the lease term {s 12 months or less or the underlying asset has a

low value. Lessors contlnue to classlfy leases as operating or flnance, with

IFRS 16's approach to lessor accounting substantially unchanged from its

predecessor, JAS 17,

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28  Effective date
Investments in Associates and Joint Ventures (2011) relating to the deferred
treatment of the sale or contribution of assets from and investor to its indefinitely
assoctate or jolnt venture.

Management anticlpates that these new standards, interpretations and
amendments will be adopted in the Company’s consolldated financlal statements as
and when they are applicable; and adoption of these new standards, Interpretations
and amendments, except for IFRS 9, IFRS 15 and IFRS 16 , may have no material
impact on the consolidated financial statements of the Company in the period of
initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Company’s
consolidated financial statements for the annual period beginning 1 January 2018
and that IFRS 16 will be adopted in the Company's consolidated financlal
statements for the annual period beginning 1 January 2019.
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The application of IFRS 15 and IFRS 9 may have signlficant impact on amounts
reported and disclosures made in the Company’s consolidated financlal statements
in respect of revenue from contracts with customers; and the Company's financial
assets and financial liabilities and the application of IFRS 16 may have significant
impact on amounts reported and disclosures made in the Company’s consolidated
financial statements in respect of its leases.

However, it Is not practicable to submit a reasonable assessment of the

consequences of adopting these standards until the Company prepares a review in
this regard.
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