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Deloitte.

Technical Provisions

Technical provisions are key audit
matters. Moreover, technical provisions
amounted to D 13,243,306,
representing around 76% of the amount
of liabilities as of December 31, 2016. In
addition, the Company assesses technical
provislons according to International
Financial Reporting Standards and the
requirements of regulatory bodies. As
stuch, technical provisions are calculated
based on the adopted accounting policies,
the Company’s estimates, and historical
data on claims., The reinsurers’ share
from the technical provision Is 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 provisions.

Provision for Accounts Receivable
The provision for accounts receivable is a
key audit matter. It requires the

Company’s management to  use
assumptions to assess the collectability of
accounts receivable based on the
customers’ financial conditions and

related credit risks. The balance of net
accounts recelvable amounted to D
4,636,501, representing approximately
16.5% of the assets amount as of
December 31, 2016.

The nature and characteristics of
accounts receivable are varied. They
Include policyholders, agents,
intermediaries, related parties, and other
receivables. This requires making
assumptions and using estimates to take
the provision for the impairment in those
receivables.

Member of Deloilte Touche Tohmatsu Limited

Scope of Audit to Address Risks

The followed audit procedures include
understanding the nature of the technical
provisions, testing the adopted system of
internal control, assessing the
reasonableness of the estimates and
assumptions, and the adequacy of the
provisions prepared by management.
This is carried out through studying a
sample of the technical provisions and
reinsurers’ share and its calculation,
obtaining the support of the loss adjuster
and the Company's lawyer, and
comparing the sample with the provisions
taken. In addition, the actuary and his
reports were reiied on concerning the
adequacy of the technical provisions.
Moreover, we assessed the adequacy of
disclosures about the technical
provisions.

Scope of Audit to Address Risks

The followed audit procedures included
understanding accounts receivable and
testing the adopted Iinternal control
system in following up on and monitoring
credit risks. The procedures also included
reviewing the internal control procedures
relating to calculating the impairment
provision for accounts receivable, As
such, we have studied and understood
the Company’s adopted policy for
calculating the provision, evaluated the
factors affecting the calculation, 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 gquarantees. In
addition, we discussed with management
some receivables with regard to the
customer's expected cash flows and the
adequacy of guarantees. Meanwhile, we
recalculated the provisions to be taken
and reviewed the aging of and movement
on receivables, and the adequacy of the
related disclosure.



Deloitte.

Other Information

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

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

Responsibilities of Management and Those Charged with Governance for the
Financial Statements '
Management is responsible for the preparation and fair presentation of the financial
statements in accordance with IFRS, and for such internal control as management determines
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

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

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

Auditor's Responsibilities for the Audit of the Financial Statements

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

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

» Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than the one resulting from error, as fraud may involve coliusion, 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 circumstances, but not for expressing an opinion
on the effectiveness of internal control.

-3 -

Member of Deloftle Touche Tohmatsu Limited
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» Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

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

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

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

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

From the matters communicated with those charged with governance, we determine those
matters of most significance in the audit of the financial statements of the current year, and
are therefore, the key audit matters. We describe these matters in our auditor’s report unless
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 Other Legal Regulatory Requirements

The Company maintains proper accounting records and entries that comply, in all material
respects, with the accompanying finanial statements, and we recommend that they be
approved by the General Assembly of shareholders.

Other Matter
The accompanying financial statements are a translation of the statutory financial statements

in the Arabic language to which reference should be made.

Amman - Jordan
March 8, 2017 @ %
itte ouche (M.E.) - Jordan

Deloitte & Touche (M.E.} |
Publlc Accountants l

Amman - Jordan

dMember of Deloitte Touche Tohmatsu Limited



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

December 31,

ASSETS Note 2016 2015
D D

Deposits at banks 4 8,735,28¢ 7,670,974
Financial assets at fair value through statement of income 5 1,172,327 1,058,950
Financial assets at fair value through comprehensive income 6 2,623,536 2,744,813
Financlal assets at amortized cost 7 1,004,194 1,261,354
Investment property 8 2,283,255 2,345,123
Life insurance policyholders' loans Q 17,679 24,306

Total Investments 15,836,280 15,105,520
Cash on hand and at banks i0 1,431,785 1,884,352
Cheques under collection 11 1,685,055 948,293
Receivables - net 12 4,636,501 3,593,873
Re-insurance and local insurance companies’ accounts receivable 13 588,924 677,093
Deferred tax assets 14/C 503,304 438,714
Property and equipment - net 15 2,736,419 2,833,383
Intangible assets - net ' 16 7,493 8,857
Other assets i7 677,690 734,608

TOTAL ASSETS 28,103,451 26,224,693

LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES

Unearned premiums reserve - net : _ 5,669,457 5,503,920
Claims reserve - net 7,004,966 6,990,861
Mathematical reserve - net 18 568,883 515,416

Total Insurance Contracts Liabilities 13,243,306 13,010,197
Payables 19 1,030,214 854,949
Accrued expenses 47,642 40,418
Re-insurance and local Insurance companies' accounts payable - credit 20 2,512,313 1,794,935
End-of-services proviston 21 108,677 36,643
Provision for income tax 14/A 54,066 -
Deferred tax liabilities 14/C 121,388 103,439
Other liabilities 22 228,329 150,361

TOTAL LIABILITIES 17,345,935 15,990,942

SHAREHOLDERS' EQUITY

Authorized and pald-up capitat 23 8,000,000 8,000,000
Statutory reserve 24 1,159,299 1,081,123
Voluntary reserve . 24 174,717 174,717
Investments valuation reserve - net after tax 25 (30,727) 1,980
Retained earnings 26 1,454,227 975,931

Total Shareholders' Equity 10,757,516 10,233,751

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 28,103,451 26,224,693

Chairman of the Board of Directors General Manager

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

SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.



ARABIA INSURANCE COMPANY - JORDAN
{A PUBLIC SHAREHOLDING LIMITED COMPANY})

AMMAN - JORDAN
STATEMENT OF INCOME

Revenue;
Gross written premiums
Less! Re-insurers' share
Net Written Premlums
Net change in unearned premiums reserve
Net change In mathematical reserve
Net Written Revenue Premlums
Commisslons' revenue
Insurance policies Issuance fees
Interest Income
Net gain{Loss) from flnancial assets and Investments
Other revenue
Total Revenue

Claims, Losses and Expenses:
Pald claims
Add: Entitlement and quallfying policles
Less: Claims recoveries
Re-Insurers' share
Net pald clalms
Net change In claims reserve
Allocated employees' expenses
Allocated general and administrative expenses
Excess of loss premiums
Policles acquisition cost
Other expenses related to underwriting
Net Claims Costs

Unallocated employees' expenses
Depreciatlon and amortlzation
Unallocated general and administrative expenses

Provision for Impairment In recelvables and re-Insurance and local

insurance companles’ accounts receivable
Total Expenses

Income for the Year before Tax

Income tax expense
Income for the Year
Earnings per Share for the Year

Chairman of the Board of Directors

For the Year Ended
December 31,

Note 2016 2015
i (b D
19,486,043 17,771,066
7,272,231 5,320,418
12,213,812 12,450,648
(165,537) {14,128)
(53,467) 23,501
11,994,808 12,460,021
852,333 634,255
776,618 617,931
28 318,299 359,744
29 209,440 {49,978)
30 226,092 223,597
14,377,590 14,245,570
14,025,618 13,230,347
26,510 65,995
1,548,762 2,341,316
3,065,658 1,376,192
9,437,708 9,578,834
(63,285) 698,296
31 1,216,752 1,065,077
32 547,218 535,165
198,329 338,758
1,545,197 1,359,624
118,900 36,000
13,000,819 13,611,754
31 304,188 266,269
15,16 141,324 138,340
32 136,805 133,791
12,13 12,690 (3,325)
595,007 535,075
781,764 98,741
14/8 (160,799) 21,175
620,965 119,916
33 0.078 0.015

General Manager

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

SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.



ARABIA INSURANCE COMPANY - JORDAN

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
STATEMENT OF COMPREHENSIVE INCOME

Income for the year

Other Comprehensive Income Items:

Items not subsequently transferable to statement of income
Net change in investments valuation reserve

(Loss) on the disposal of financial assets at fair value through
statement of other comprehensive income

Total Comprehensive Income for the Year

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

For the Year Ended

December 31,

2016 2015
D D
620,965 119,916
(32,707)  (92,649)

(64,493) -
523,765 27,267

AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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ARABIA INSURANCE COMPANY - JORDAN
(A PUBLIC SHARFHOLDING LIMITED COMPANY)

MMAN - JORDAN
STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Income for the year before tax
Adjustments:
Depreclatlon and amortizatton
Investment property depreclation
End-of-service provision

Provislen for (Recovered from) impairment In accounts recelvable and re-Insurance accounts

Loss on valuation of financlal assets at falr value through Income statement
Loss on the Impalrment provision of financlal assets at amortized cost
(Galns) on the dlsposal of Investment property
Losses (Galns) on sale of property and equipment
Net change In unearned premlums
Net change In claims provislon
Net change In mathematical reserve
Cash Flows from Operating Activities before Changes in Assets and Llabllites
Increase (decrease) In Flnanclal Assets:
Financlal assets at falr value through income statement
Checks under collectlon
Recelvables - net
Re-Insurance companles' accounts recelvable
Other assets
Increase (Decrease) In Financlal Liabllities:
Payables
Accrued expenses
Re-Insurance companles' accounts payable
Other liabilitles
Net Cash Flows from Operating Activities before Tax and End-of-Service Indemnity Pald
Tax pald
End-of-Service Indemnlty pald
Net Cash Flows from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Deposits at banks {maturing within three months)
Financlal assets at falr value through comprehensive Income
Financlal assets at amortized cost-Net
Decrease In [Ife Insurance pollicyholders' foans
(Purchase of) property and equipment
Proceeds from sale of property and equipment
(Addlitions) to Intanglble assets
(Additions) to Investment property
Proceeds from disposal of Investment property

Net Cash Flows (used In) Investment Activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends
Total Cash Flows (used In) Financing Activities
Net (Decrease) Increase In Cash and Cash Equivalents
Cash and cash equlvalents - beginning of the year
Cash and Cash Equivalents - End of the Year

For the Year Ended
December 31,

Note 2016 2015
D D
781,764 98,741
15,16 141,324 138,340
29 53,280 53,280
21 103,949 13,019
12,13 12,690 {3,325)
29 26,304 223,304
29 31,545 -
29 (21,000) -
30 53 (40,998)
165,537 14,128
(63,285) 698,296
53,467 (23,501)
1,285,628 1,171,284
(139,681) 24,500
(736,762)  (239,411)
(1,031,868) 68,648
64,719 111,679
3,261 16,908
175,265 61,600
7,224 12,430
717,378 276,840
77,968 {17,718)
423,132 1,486,760
14 (12,000)  (102,694)
21 {31,915) (12,793)
379,217 1,371,273
(2,522,740) 1,379,860
13,750 .
225615  (252,160)
6,627 11,061
15 (41,849) (58,706)
1,400 41,000
16 (2,600) {108)
- (375)
29,588 -
(2,290,209) 1,120,572
- (542,279)
- (542,279)
(1,910,992) 1,949,566
9,012,295 7,062,729
34 7,101,303 _ 9,012,295

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

SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITOR'S REPORT.
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ARABIA INSURANCE COMPANY - JORDAN

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING REVENUES FOR LIFE INSURANCE ACTIVITIES

Written Premiums:

- Direct premium

Re-insurers' Inward premium
Gross Written Premlums

Less: Local re-insurers' share

Less: Foreign re-insurers' share

Net Written Premiums

Add: Mathematical reserve - beginning of the year
Less: Re-insurers' share - beginning of the year
Net Mathematical Reserve - beginning of the year
Add: Mathematical reserve - end of the Year
Re-lnsqrers' share - end of the year
Net mathematical reserve - end of the year

Net Earned Revenue from Written Premlums - page 16

For the Year Ended

December 31,

2016 2015
D D
1,403,901 1,409,680
695,533 747,354
2,099,434 2,157,034
486,458 517,314
1,052,837 922,713
560,139 717,007
553,178 582,072
37,762 43,155
515,416 538,917
642,438 553,178
73,555 37,762
568,883 515,416
506,672 740,508

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART CF THESE

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH

THE ACCOMPANYING AUDITOR'S REPORT.

- 13 -



ARABIA INSURANCE COMPANY - JORDAN

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF PAID CLAIMS COST FOR LIFE INSURANCE ACTIVITIES

Paid compensation
Policy maturity and settlement
Less: Foreign re-insurers' share

Net Paid Compensation

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

Less: Re-insurers' share

Net Outstanding Claims Reserve - End of the Year
Reported '

Unreported

Add: Reported clalms provision - beginning of the year
Unreported claims provision - beginning of the year
Less: Re-insurers' share
Net Claims Reserve - Beginning of the Year

Net Compensation Cost - page 16

For the Year Ended

December 31,

2016 2015
D D
1,365,538 1,138,717

26,510 65,995
1,071,325 811,848
320,723 392,864
718,730 711,729
536,840 604,736
181,890 106,993
181,800 106,993
711,729 395,478
604,736 263,628
106,993 _ 131,850
395,620 368,007

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL

STATEMENTS AND SHQULD BE READ WITH THEM AND WITH

THE ACCOMPANYING AUDITOR'S REPORT.

- 14 -



ARABIA INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

STATEMENT OF UNDERWRITING PROFIT FOR LIFE INSURANCE ACTI

VITIES

For the Year Ended

December 31,

Net earned revenue from written premiums

Less: Net Compensation cost

Add: Received commissions
Insurance policies insurance fees
Interest payable and investment income attributabie
to the written premiums

Cther revenue

Total Revenue

Less: Paid commissions

Administrative expenses related to underwriting accounts

Total Expenses

Net Underwriting Profit

2016 2015
D 1D

506,672 740,508
395,620 368,007
111,052 372,501
38,629 15,464
24,574 24,438
39,071 59,207

25,779 -
128,053 99,109
42,016 50,930
190,051 194,236
232,067 245,166
7,038 226,444

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL

STATEMENTS AND SHOULD BE READ WITH THEM AND WITH
THE ACCOMPANYING AUDITOR'S REPORT.
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ARABIA INSURANCE COMPANY - JORDAN

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
STATEMENT OF FINANCIAL PQSITION FOR LIFE INSURANCE ACTIVITIES

ASSETS

Deposits at banks

fFinancial assets at fair value through the income statement
Financial assets at fair value through the comprehensive Income

Life insurance policyholders' loans
Total Investments

Accounts receivable - net
Re-insurance companies' accounts - debit
TOTAL ASSETS

LIABILITIES AND HEAD QFFICE'S EQUITY

LIABILITIES
Accounts payable
Re-Insurance companies' accounts - credit

TECHNICAL RESERVES
Outstanding claims provision - net
Mathematical provision - net
TOTAL LIABILITIES

HEAD OFFICE'S EQUITY
Head Office's current account
Income for the year
Total Head Office's Equity
TOTAL LIABILITIES AND HEAD OFFICE'S EQUITY

December 31,

2016 2015
D 10
1,000,000 698,538

86,250 50,750
141,651 138,533
17,679 24,306
1,245,580 912,127
163,299 139,677
89,163 57,138
1,498,042 1,108,942
15,068 23,694
112,480 229,815
181,890 106,993
568,883 515,416
878,321 875,918
612,683 6,580
7,038 226,444
619,721 233,024
1,498,042 1,108,942

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

THE ACCOMPANYING AUDITQR'S REPORT.

- 16 -



ARABIA INSURANCE COMPANY - JORDAN

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
NOTES TO FINANCIAL STATEMENTS

1. General
a Arabia Insurance Company was established in 1975 and registered as a Jordanian public

shareholding limited company under Number (90) with headquarters in Amman-Jordan
and an authorized capital of JD 2 million, divided over 2 million shares at a par value of
JD 1 each. Moreover, the Company’s capital was increased in several stages, the last of
which was on February, 2008, so that it became JD 8 million, divided over 8 million
shares,

The Company conducts all types of insurance and reinsurance which includes fire,
accidents, marine, land, motor, medical, and life insurance.

The Company is 51% owned by a holding Company in Lebanon.

The Company’s address is P.O. Box 20031, Abdel Hameed Sharaf Street, AlShmaisani,
- 11118 Amman, Jordan.

The accompanying financial statements were approved by the Board of Directors on
February 28, 2017, and are subject to the approval of the General Assembly of
Shareholders,

2, Accounting Policies
Basis of Preparation

The financial statements have been prepared according to the standards issued by the
International Accounting Standards Board, applicable local laws, as well as the forms
prescribed by the Jordan Insurance Comrnission. :

The financial statements have been prepared according to the historical cost convention,
except for financial assets and liabilities, which are stated at fair value as of the date of
the financial statements.

The Jordanian Dinar is the functional and reporting currency of the 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 {(43.a).

The following are the significant accounting policies:

Sector Information

The business sector represents a set of assets and operations that jointly provide
products and services subject to risks and returns different from those of other business
sectors.

The geographic sector relates to the provision of products and services in a defined
economic environment subject to risks and returns different from those of other
economic environments.

Date of Recognition of Financial Assets

Purchase and sale of financial assets are recognized on the trading date (the date on which
the Company commits to sell or purchase the financial assets).

- 17 -



Fair Value
Fair value represents the closing market price (acquisition of assets/ sale of liabilities) on the
date of the financial statements in active markets for financial assets with a market value.

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

Comparison with the fair value of another financial 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 benefits, Moreover, financial assets, the fair value
of which cannot be reliably measured, are stated at cost less any impairment,

Financigl Assets at Amortized Cost :

Financial assets at amortized cost are financial assets that the Company aims to hold
within the context of its business model to collect contractual cash inflows from the debt
principal plus interest on the outsdtanding debt balance.

Financial assets at amortized cost are recorded at amortized cost upon purchase plus
acquisition expenses. Moreover, the issue premium / discount is amortized, using the
effective interest rate method, and recorded to interest or in its account. Any provisions
resulting from the decline in value of these investments leading to the recoverability of
the assets, or part thereof, are deducted, and any impairment is taken to the 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.

Financial Assets at Fair Value through Income Statement

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

Financial assets at fair value through the income statement are initially stated at fair
value on the purchase date (purchase costs are recorded in the statement of income
upon purchase). They are subsequently re-measured to fair value as of the date of the
financial statements. Moreover, changes in fair value are recorded in the statement of
income, including the 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 statement of income.

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

- 18 -



Impairment in Financial Assets

The Company reviews the values of recorded financial assets at the date of the statement of
financial position to determine if there are any indications to the impairment in their value
individually or as a portfofio.

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

Financial Assets at Fair Value through the Statement of Comprehensive Income

- Financial assets at fair value through the statement of compressive income represent
the strategic investments in the Company’s shares held for long-term purposes and not
for trading.

- Financial assets at fair value through the statement of comprehensive income are stated
at fair value plus acquisition expenses at the date of acquisition. Moreover, these assets
are revalued at fair value. The change in fair value is stated in the statement of
comprehensive income and within shareholders’ equity, including change in fair value
resulting from the exchange differences on 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 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 statement of income.

- These assets are not subject to impairment test.

- Dividends are taken to the income statement unless these dividends clearly represent
partial recovery of all the investments.

Cash and Cash Equivalents
Cash and cash equivalents comprise cash on hand, and balances at banks and deposits at

~ banks maturing within three months, less restricted balances.

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.

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 reinsured contracts, the Company has to reduce the present
value of the contracts and record the impairment loss in the statement of income. The
impairment is recognized in the following cases only:

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

2. The event has a reliably and ctearly measurable effect on the amounts that the Company
will recover from the re-insurer.

Acquisition Costs of Insurance Policies

Acquisition costs represent the costs incurred by the Company against selling, underwriting,
or starting new insurance contracts. The acquisition costs are recorded in the statement of
income.

- 19 .



Real Estate Investments

Real estate investments (excluding land) are stated at cost net of accumulated depreciation.
Moreover, these investments are depreciated over their useful lives at an annual rate of 2%
to 10%. In addition, impairment in their value is taken to the statement of income. The
operating revenues or expenses of these investments are included in the statement of incorne,

Real estate investments are evaluated according to the decisions issued by the Insurance
Commission, and their fair value is disclosed in the financial statements.

In case of an increase in the fair value of the real estate investments for which an impairment
provision was taken in the previous periods, the previously booked impairment losses are
recorded for no more than recorded cost or fair value, whichever is lower.

Property and Equipment ‘
Property and equipment are stated at cost net of accumulated depreciation and any

accumulated impairment. Moreover, property and equipment (except for land) are
depreciated, when ready for their 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 statement of income:

%o
Buildings 2
Machinery and equipment 10
Vehicles 12
Computers 15
Furniture 6
Air Conditions 10
Decorations 15
Elevator 10
Safety System 12
Posters and placards 20
Transformers and generators 10

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

Property and equipment under construction, for the Company’s use, are stated at cost net of
accumulated impairment.

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

The useful lives of property and equipment are reviewed at the end of each year. In case the
expected useful life 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, is recorded in the statement of income.

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

- 20 -



Intangible Assets
Intangible assets obtained through merger are stated at fair value on their acquisition date.

Intangible assets obtained through other than merger are stated at cost. They are classified
according to their estimated lives: definite or indefinite. Intangible assets with a definite useful
life are amortized over their useful life or for an indefinite period, and amortization is recorded
in the statement of income. Intangible assets with indefinite lives are reviewed for impairment
at the date of the financial statements, and the impairment is recorded in the statement of
income,

Internally generated intangible assets are not capitalized by the Company but recorded in the
income statement in the same year. Any indications to the impairment of these financial
assets are reviewed as of the date of the financial statements. Moreover, the life estimate of
those assets is reviewed, and any relate adjustments are made in the subseguent years.

Intangible assets include computer systems and programs. The Company's management
estimates the useful lives of these assets which are amortized according to the straight-line
method at 12% annually.

Provisigns '

Provisions are recognized when the Company has an obligation on the date of the statement
of financial position as a result of past events, it is probable to settle the obligations, 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 financial statements date, taking into consideration risks and
the uncertainty relating to the obligation. When the provision amount is determined on the
basis of the expected cash flows for the settlement of the current obligation, its book value
represents the present value of these cash flows. ‘

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

Technical Reserves
Technical reserves are taken and maintained according to the regulations of the Insurance
Reguiatory Commission as follows:

1. The reserve for unearned premiums for general insurance activities is calculated
according to the remaining days up to the expiry date of the insurance policy 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 policies and in
accordance with related laws and regulations on the date of the financial statements.

2. The reserve for reported claims is computed through determining the maximum total
' expected costs for each claim on an individual basis.

3. Additional reserves for premiums and unreported claims are calculated based on the
Company's experience and estimates.

4. The reserve for unearned premiums for life insurance activities is calculated based on the
Company’s experience and estimates.

5. The mathematical reserve for life insurance policies is calculated based on the actuarial
equations which are reviewed periodically by an independent actuary.
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Impairment of Receivables

Provision for receivables impairment is taken when there is objective evidence that whole or
part of these debts has become irrecoverable. The provision Is calculated as the difference
between the book value and recoverable value according to the percentage approved by the
Company’s management based on the aging of receivables at the financial statements date,

End-of-Service Indemnity Provision

End-of-service indemnity provision is calculated based on the internal regulations prepared
by the Company in accordance with the Jordanian Companies Law. Annual compensations
paid to the employees who leave work are charged to the end-of-service indemnity provision
when paid. Moreover, an allowance for the liabilities due from the Company in connection
with end-of-services compensation is taken to the statement of income.

Liability Adeguacy Test

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

If the evaluation shows that the present value of the insurance liabilities (various purchase
expenses less suitable and related intangible assets) is inadequate compared to the expected
future cash flows, the full impairment is recorded in the statement of income.

Income Tax
Income tax expenses represent accrued taxes and deferred taxes.

Accrued Taxes

Income tax expenses are accounted for on the basis of taxable income, Moreover, taxable
income differs from income declared in the 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 acceptable by the tax authorities, as well as
unallowable and non-taxable items.

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

Deferred Taxes

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

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

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

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

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

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

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

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

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

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

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

Insurance Reimbursement

Insurance compensations represent all amounts paid during the year whether they relate to
the current year or previous years. Moreover, outstanding claims represent the highest
estimated amount for settlement of all claims resulting from events prior to the 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 financial statements and
include the provision for unreported claims.

Salvage and Subrogation Reimbursements

Estimates of salvage and subrogation reimbursements are not considered as an allowance in
the measurement of the insurance liability for claims.

General and Administrative Expenses
All distributable general and administrative expenses are allocated to the insurance branches

separately. Moreover, 80% of the general and administrative expenses have been allocated
to the various insurance departments based on the earned premiums of each department in
proportion to total premiums,

Employees Expenses
80% of employees expenses are distributed to the various insurance departments on the

basis of the earned premiums of each department in proportion to total premiums.

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

Financial assets and financial liabilities denominated in foreign currencies are translated to
Jordanian dinar according to the average exchange rates issued by the Central Bank of Jordan
at the date of the statement of financial position.
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Non-monetary assets and non-monetary liabilities denominated in foreign currencies are
translated at fair value at the date of the determination of their fair value.

Exchange gains or losses resuiting therefrom are taken to the statement of income.

The resulting differences from non-monetary assets and non-monetary liabilities are taken as
part of the change in fair value.

3.

Use of Estimates

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

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

A provision for accounts receivable is taken according to the various assumptions and
bases adopted by management to evaluate the required provision as per Internationai

Financial Reporting Standards.

The financial year and its related income tax expenses is charged according to the
prevailing laws and regulations in the Kingdom.

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

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

A provision for lawsuits against the Company is based on a legal study by the Company's
lawyer according to which probable future risks are determined. Such studies are
reviewed periodically.

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

Management evaluates the amounts expected to be recovered from Insurance

companies related to car accidents based on a study prepared by the Company's
management and according to available information and documents.
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- Fair value hierarchy: The Company is required to determine and disclose the level in the
fair value hierarchy into which the fair value measurements are categorized in their
entirety, segregating fair value measurements in accordance with the levels defined in
IFRS. Differentiating between Level 2 and Level 3 fair value measurements, i.e,
assessing whether inputs are observable and whether the unobservable inputs are
significant, may require judgement and a careful analysis of the inputs used to measure
fair value, including consideration of factors specific to the asset or liability. When
measuring the fair value of financial assets and liabilities, the Company deals with
independent and competent parties to prepare the analysis, and analysis of the inputs
used is reviewed by management.

4._ Deposits at Banks
This item consists of the following:

December 31,
December 31, 2016 2015
Deposits Deposits Deposits
Maturing Maturing after Maturing
Within One Three Months after one

Month to and up to One  Year and up
Three Months Year to Five Years Total Total
D - 1D JD D D
Inside Jordan 5,669,518 3,065,771 - 8,735,289 7,760,974

During the year 2016, interest rates on deposits in Jordanian Dinar ranged from 2/90%
to 4/00 %.

- Moreover, deposits collateralized to the order of the Director General of the Insurance
Commission in addition to his position amounted to JD 325,000 as of December 31,
2016 and 2015 at Jordan Ahli Bank, and mature after three months.

- There are no restricted balances except for deposits mortgaged to the order of the
Director General of the Insurance Commission. :

5. Financial Assets at Fair Value through Income Statement

This item consists of the following:

December 31,

2016 2015
Inside Jordan: D JD
Quoted shares on Amman Stock Market 1,172,327 1,058,950

1,172,327 1,058,950

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

December 31,

2016 2015
Inside Jordan JD JD
Quoted shares on Amman Stock Market 2,561,236 2,682,513
Unquoted shares on Amman Stock Market 62,300 62,300

2,623,536 2,744,813
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7. Financial Assets at Amortized Cost
This item consists of the following:

This table below details financial assets at amortized cost before deducting the provision.

December 31,

2016 2015

Inside Jordan D D
Company's loan debentures and bonds 109,500 334,500

Provision for impairment in value (21,900) -
87,600 334,500
Company’s loan debentures and bonds 854,540 855,155
Foreign governmental loan debentures and bonds 71,699 71,699

Provision for impairment in value (9,645) -
916,594 926,854
1,004,194 1,261,354

Less than more than

Maturity

Bonds . one year one year total Date Interest
D D n 1D D
Specialized Investment Compounds Company PLC * - 109,500 109,500 6/6/2020 10%
MAN AHL Diversified Producer's debentures . 70,900 70,900 N/A cﬁz?fre:::k
Lebanon bonds - 71,693 71,699 9/3/2020 6.375%
SBER Bank bonds - 128,673 128673 29/10/2022 5.125%
GAZPROM bonds 141,879 - 141,879 17/5/2017 5.625%
TELEMAR bonds - 67,396 67,396 23/10/2620 5.500%
PETROBRAS bonds - 71,266 71,266 20/1/2020 5.750%
Al BARAKA TURK bonds - 157,957 157,957 30/6/2019 6.250%
BAHRAIN bonds - 144,244 144,244 26/1/2021 5.875%
PEMEX bonds - 72,225 72,225 4722021 6.375%
141,879 893,960 1,035,739

- The Jordan Trade Facilities Company’s bonds were paid on November 20, 2016.

- The Kuwait Project Company’s bonds were paid on October 17, 2016.

* The maturity of the bonds has been extended for five years to June 6, 2020, and the
interest rate was increased to 10% instead of 9.5%. Moreover, maturity has been

extended for the second time from the first maturity on December 6, 2012.

Analysis of financial assets at amortized cost - Net

December 31,

2016 2015
JD D
a. Fixed return 964,839 1,190,454
b. Changeable return 70,900 70,900
1,004,194 1,261,354
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8. Investment Property

This item consists of the following:

Lands:
Balance at the beginning of the year
Disposals

Balance at Year - End

Buildings:

Balance at the beginning of the year

Less: Depreciation for the year
Balance at Year - End

December 31

2016 2015
D D
324,734 324,734
(8,588) -
316,146 324,734
2,020,389 2,072,669
(53,280) (53,280)
1,967,109 2,020,389
2,283,255 2,345,123

- The details of investment property and information related to fair value as of December
31, 2016 are as follows:

Fair Value as of

Level Level Level December 31,
One Two Three 2016
JD D D D
Investment Property - 2,366,626 - 2,366,626

There was no transfer between level one and level two during 2016.

Fair value averaged JD 2,366,626 according to the latest evaluation of these
investments on February 4, 2016 and February 6, 2016 by three real estate appraisers,

9. Life Insurance Policvholders’ Loans
This item consists of the following:

December 31,

2016 2015
JD D
Life insurance poiicyholders’ loans not
exceeding the policy liquidation value 17,679 24,306
The maturity of the policyholders’ loan is as follows:
More than

one year Total

Life insurance for policyholders’ loans 17,679 17,679

10. Cash on Hand and at Banks
This item consists of the following:

December 31,

2016 2015
D JD
Cash on hand 19,698 12,421
Current accounts at banks 1,412,087 1,871,931
1,431,785 1,884,352




11, _Cheques under Collection

This item consists of the following:

Cheques under collection*

* The maturities of cheques under collection are up to November 27, 2017, and about

44% is provided by an agent,

12. Receivables - Net
This item consists of the following:

Policyholders receivable
Agents receivable **
Brokers receivable
Employees receivable
Other receivables

Less: Provision for impairment of doubtful debts *
Receivables — Net

- The aging of receivables is as follows:

Less than 90 days
90 - 180 days

181 - 360 days
Mare than 360 days

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

Balance at the beginning of the_ year
(Surplus) in provision during the year
Balance — End of the Year

Decemnber 31,

2016 2015
D D
1,685,055 948,293
1,685,055 948,293

December 31,

2016 2015
D i)
4,135,203 2,687,668
1,113,354 1,517,443

1,844 5,918
7,223 15,518
76,239 75,448
5,333,863 4,301,995
(697,362) (708,122)
4,636,501 3,593,873

December 31,

2016 2015
D D
4,664,130 3,591,811

20,146 21,801
44,982 42,584
604,605 645,799
5,333,863 4,301,995
2016 2015
D D
708,122 720,182
(10,760) (12,060)
697,362 708,122

**  The Company deals with a major agent constituting most of the balance above,
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13. Re-insurance and Local Insurance Companies’ Accounts Receivable

This item consists of the following:

Local insurance companies
Foreign re-insurance companies

Less: Provision for impairment of reinsurers’ receivables *
Re-insurance Companies’ Accounts - Net

December 31,

2016 2015
D 1D
533,234 647,599
243,008 193,362
776,242 840,961
(187,318) (163,868)
588,924 677,093

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

Less than 90 days
91 - 180 days

181 - 360 days
Mare than 360 days

Balance at the beginning of the year
Provision during the year
Balance at the End of the Year

14. Income Tax
a. _Income Tax Provision
- Movement on the income tax provision was as follows:

Balance at the beginning of the year
Income tax paid on bank interest
Income tax paid for the previous year*
Income tax expense for the year
Balance at the End of the Year - debit / credit
(Note 17)

December 31,

2016 2015
D D
549,179 671,351
1,606 2,560
38,139 3,182
187,318 163,868
776,242 840,961

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

b.  Income tax in the statement of income represents the following:

Income tax (expense)

Deferred tax assets-net

Deferred tax liabilities-net
(Expense) Surplus in Income Tax

2016 2015
D 1D
163,868 155,133
23,450 8,735
187,318 163,868
2016 2015
D 1D
131,047 28,353
12,000 16,051
- 86,643
(197,113) -
(54,066) 131,047
2016 2015
D D
(197,113) -
54,888 11,564
(18,574) 9,611
(160,799) 21,175




- Summary of the reconciliation of accounting profit with taxable profit:

For the Year Ended
December 31,

2016 2015
JD JD
Accounting profit 781,764 98,741
Non-deductible expenses (1,512,272) (1,544,436)
Non-taxable earnings 1,632,266 1,365,245
Taxable Profit {Losses) 901,758 (80,450)
Income Tax Rate % 24% 24%

The Company’s income tax was settled until the end of 2014, and the Company's income
tax return for 2015 was submitted on time. A provision for income tax for the year
ended December 31, 2016 was calculated in accordance with the requirements of the
Jordanian Income Tax Law. In the opinion of Company's management and its tax
advisor, the Company will not have any liabilities greater than the provision taken at
December 31, 2016, '

C. The movement on deferred tax assets and liabilities was as follows:

For the Year Ended on December 31,

2016 2015
Assets Liabilities Assets Liabilities
D D JD JD
Balance at the beginning of the year 438,714 103,439 = 427,150 142,307
Additions 110,787 18,574 69,885 28,594
Disposals (46,197) {(625) (58,321) (67,462)
Balance at the End of the Year 503,304 121,388 438,714 103,439
Deferred tax assets / liabilities
The details of this item are as follows:
For the Year End December 31,2016 December 31,
Beginning Released Additlon Ending Deferred Tax Deferred Tax
Accounts Included Balance Amounts Amounts Balance 2016 2015
D 0 i s} D o
A-Deferred tax assats
Provision for doubtful debts 871,990 - 12,691 884,681 212,323 209,278
IBNR provision 776,771 44,306 273,000 1,005,465 241,312 186,425
End-of-service provislon 36,643 31,915 103,949 108,677 26,082 8,794
Tax losses carrled forward 80,450 80,450 - - - 19,308
Evaluation reserve on financial assets through
comprehensive income - - 40,430 40,430 9,703
Evaluation losses on financial assets through income
statement 62,119 35,815 - 26,304 6,313 14,909
Impalrment losses on debentures - - 31,545 31,545 7,571 -
1,827,973 192,486 461,615 2,097,102 503,304 438,714
B-Deferred tax liabllitles *
Evaluation reserve on financial assets at fair value
through comprehensive income 2,604 2,604 - - - 625
Clalms recoveries 428,392 - 77,390 505,782 121,388 102,814
430,996 2,604 77,390 505,782 12¢,388 103,439

* Deferred tax liabilities as of December 31, 2016 represent deferred taxes arising from claims
expected to be recovered,

- The deferred taxes were calculated according to the applicable tax rate of 24%. In the
management’s opinion, the deferred tax assets will be utilized in the near future.
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16.

Intangible Assets - Net

This item consists of the following:

Computer Software Programs
Balance at the beginning of the year

Additions
Amortization
Balance - End of Year

Annual Amortization

Other Assets

17.

18,

This item consists of the following:

Prepaid expenses

Refundable deposits

Stamp deposits

Accrued revenues

Recovered claims

Income tax deposits - Note (14 a)

Mathematical Reserve - Net

This item consist of the following:

Balance at the beginning of the year
Additions

Less: Reinsurance share
Net Mathematical Reserve

19. Accounts Payable

*

This item consists of the following:

Agents payable
Employees payable
Brokers payable
Client payable
Medical payables
Others*

December 31,

2016 2015
JD iln)
8,857 13,973
2,600 108
(3,964) (5,224)
7,493 8,857
12% 12%

December 31,

2016 2015
1D D

75,727 88,162
13,136 14,128
2,313 1,310
80,732 71,569
505,782 428,392
- 131,047
677,690 734,608

December 31,

2016 2015
D D
515,416 538,917
127,022 14,261
642,438 553,178
{(73,555) (37,762)
568,883 515,416
December 31,
2016 2015
1D D
51,303 69,880
2,932 13,163
365,432 232,480
400,950 317,455
55,868 55,105
153,729 166,866
1,030,214 854,949

This item includes approximately JD 113,000 as car repair shops and spare parts

payables as of December 31, 2016.
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20. Re-insurance Companies’ Accounts - Credit
This item consists of the following:

December 31,

2016 2015
D
Local insurance companies 479,402 496,438
Foreign re-insurance companies 1,142,234 938,764
Reinsurers’ deposits 890,677 359,733
- 2,512,313 1,794,935

21. Provision for Staff End-of-Service Indemnity
This item consists of the following:

December 31,

Provision for staff end-of-service indemnity

2016 2015
D
108,677 36,643
108,677 36,643

The following table illustrates the movement on the end-of-service indemnity provision:

December 31, 2016

December 31,

Balance ) Pald
Beginning of  Taken for During the
the Year the Year Year 2016 2015
D b D D 1D
Provision for end-of-service
indemnity 36,643 103,949 31,915 108,677 36,643
36,643 103,949 31,915 108,677 36,643

22. Other Liabilities
This item consists of the following:

Sales tax deposits
Shareholders’ deposits
Stamps deposits
Unearned income

23. Authorized and Paid Capital

December 31,

2016 2015
D 1D

114,173 57,672
72,774 84,162
10,518 8,527
30,865 -

228,329 150,361

Authorized, subscribed, and paid capital amounted to JD 8,000,000, distributed over
8,000,000 shares with a par value of JD 1 as of December 31 2016 and 2015,

24. BReserves
Statutory Reserve

The amounts accumulated in this account represent appropriations from annual income
before tax at 10% as of December 31, 2016. This reserve may not be distributed to

shareholders.

Voluntary Reserve

The amounts accumulated in this account represent appropriations from annua! income
before tax during the past year at a rate not exceeding 20% of the paid capital. The
voluntary reserve is used for the purposes decided by the Board of Directors. Moreover,
the General Assembly has the right to fully or partially distribute this amount as proﬁts

to shareholders.
- 33 -



25. Investment Valuation Reserve — Net of Tax
This amount represents the change in fair value of financial assets at fair value through
comprehensive income after tax. The details are as follows:

2016 2015
_ JD 1D
Balance at the beginning of the year 1,980 94,629
Changes in investment revaluation reserve - Net - (32,707) (92,649)
Balance - End of Year (30,727) 1,980
26. Retained Earnings
This item consists of the following:
2016 2015
: JD 1D
Balance at the beginning of the year 975,931 1,425,889
Profit for the year 620,965 119,916
Dividends distributed to shareholders - {560,000)
(Losses) on the disposal of financial assets at fair value
through comprehensive income (64,493) -
Balance transferred to reserves (78,176) {9,874)
Balance - End of Year : 1,454,227 975,931

27. Proposed Dividends
The Board of Directors recommended the distribution of 7.5% of the current year's

profits, equivalent to JD 600,000, as dividends subject to the approval of the General
Assembly of Shareholders. :

28, _Credit Interest
This item consists of the following:

2016 2015
D D
Earned bank interest 249,362 292,722
Interest on investments in financial assets at amortized cost 68,431 64,915
Loans interest 506 2,107
Total 318,299 359,744
Armount transferred to underwriting accounts 30,470 48,023
Amount not transferred to underwriting accounts 287,829 311,721

318,299 359,744
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29. Net Profit (losses) from Financial Assets and Investments
This item consists of the following:

2016 2015
JD D
Cash dlvidends of financial assets at fair value through
income statement 56,256 60,965
Cash dividends of financial assets at fair value through
comprehensive Income 167,087 161,795
Real estate investments amortization (53,280) (53,280)
Net change in falr value of financlal assets at fair value
through Income statement (26,304) {223,304)
Profits on sale of assets at fair value through income
statement 39,751 3,846
Returns on real estate Investments rent 36,475 -
Profits on sale of real estate investments 21,000 -
Provision for Impairment of flnancial assets at amortized cost {31,545) -
209,440 (49,978)
Amount transferred to underwriting accounts 8,601 11,184
Amount not transferred to underwriting accounts 200,839 (61,162)
209,440 {49,978)
30. Other Revenue - Net
This item consists of the following:
2016 2015
D JD
Profits on contracts 87,179 45,227
Medlcal entities’ deductions 138,966 137,372
Losses (profits) on sale of properties and equipment (53) 40,998
226,092 223,597
Amounts transferred to underwriting accounts 226,092 223,597
Amounts not transferred to underwriting accounts - -
31. Employees Expenses
This item consists of the following:
2016 2015
D JD
Salaries and bonuses 1,185,936 1,113,311
End-of-service indemnity 72,033 226
Company's social security contributfons 133,207 106,536
Medical expenses and life insurance 127,598 104,833
Employees development and training 2,166 6,440
' 1,520,940 1,331,346
Employees’ Expenses Allocated to Underwriting
Accounts * 1,216,752 1,065,077
Employees’ Expenses Unallocated to Underwriting
Accounts 304,188 266,269
1,520,940 1,331,346
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*  The above-mentioned expenses were allocated as follows:

2016 2015
D il

Motor 690,434 602,979

Marine and transportation 53,050 35,790

- Fire and other property damages 113,308 90,932

Other insurance 28,431 22,375

Liabllities 17,354 7,482

Medical 183,081 176,241

Life 131,094 129,278

Total 1,216,752 1,065,077

32. General and Administrative Expenses
This item consists of the following:
2016 2015
D D
Rent 19,967 20,007
Printing and stationery 46,200 50,267
Advertising and marketing 21,503 22,359
Bank charges 16,931 16,246
Water, electricity and heating 55,584 45,342
Maintenance 22,717 16,745
Post and telephane 20,963 24,086
Stamps 1,467 611
Hospitality 16,224 8,406
Lawyers’ expenses and fees 16,079 21,239
_Subscriptions 20,672 20,673
Tender fees 7,251 6,064
Sales tax 82,718 87,112
Insurance Commission fees 115,395 103,430
Danations 6,000 3,500
Cars expenses 5,184 7,842
Professional fees 67,662 79,745
Travel and transportation of Board members 10,106 10,468
Property tax 25,050 30,536
Credit rating 23,353 23,356
Other expenses 82,997 70,972
Total 684,023 668,956
Total General and Administrative Expenses
Allocated to Underwriting Accounts * 547,218 535,165
Total General and Administrative Expenses

Unallocated to Underwriting Accounts 136,805 133,791
684,023 668,956
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*  The above-mentioned expenses were allocated as follows:

2016 2015

D D
Motor 310,514 302,976
Marine and transportation 23,858 17,983
Fire and other damages 50,959 45,690
Other insurance 12,786 11,243
Credit 7,805 3,760
Medical 82,338 88,555
Life 58,958 64,958

547,218 535,165

33. Earnings per Share for the Year
Earnings per share Is calculated by dividing profit for the year by the number of shares.

The details are as follows:

2016 2015
JD D
Income for the year 620,965 119,916
Number of shares 8,000,000 8,000,000
Earnings per Share for the Year 0/078 0/015

34. _Cash and Cash Equivalents
The details of this item are as follows:

December 31,

2016 2015
1D D
Cash on hand and at banks 1,431,785 1,884,352
Add: Deposits at banks maturing within three months 5,669,518 7,127,943
7,101,303 9,012,295

35. Transactions with Related Parties

The Company entered into transactions with major shareholders, members of the Board
of Directors, and executive management within its regular activities. All insurance credit
granted to related parties are considered operating, and no related provisions have been
taken.

The pricing policy and terms related to these transactions are approved by the
Company's management.
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The following is a summary of the transactions with related parties during the year:

Total
December 31, 2016 December 31,
Top
Major Board Executive
Shareholders  Members Management 2016 2015
D JD iIb) D D

Statement of Financial Position Items:

Accounts recelvable 1,187 313,966 - 315,153 190,528
Accounts payable - 69,242 - 69,242 104,422
Income Statement Items:

Premiums 63,459 1,899,510 556 1,963,525 2,925,705
Compensation 17,555 1,671,072 703 1,689,330 2,019,560
Salaries and rewards - - 290,776 290,776 384,543
Travel and transportation allowance - 10,319 10,639 20,958 17,058

The following is a summary of the benefits (salaries, bonuses, and other benefits for executive

management:
December 31,
2016 2015
Description D D
Salaries, rewards and other benefits 301,415 391,333
Rewards, transportation, and accommodation allowances
for Board members 10,319 10,268

311,734 401,601

36. Risk Management

The Company manages risks by various methods, using a comprehensive strategy to
identify and mitigate risks through the risk management committee’s unit, headed by a
risk manager, with the support of an official from each department, the investment
committee, and the internal audit committee ensuing from the Board of Directors.

Risks are reviewed and the necessary measures are taken to face and mitigate them.
Moreover, all duty stations are responsible for identifying the risks related to their
activity, setting the proper supervisory controls, and monitoring the sustainability of
their efficiency. The risks the Company is exposed to are numerous, diverse, and include
the Company'’s various types of business, such as:

Insurance Risk

Includes insurance contract, pricing, -risk analysis, measurement, categorization,
compensation, disasters as well as exposure to catastrophes.

Credit risk and concentration of assets

The Company's insurance business exposes it to many risks, including credit risk arising
from the debtors’ default or inability to settle their obligations owed to the Company,
thus causing losses to the Company. Therefore, one of the most important duties of the
financial department in the Company is to ensure that these risks do not go beyond the
general framework set in advance in the policy of the Company, which endeavors to
balance risk, return, and liquidity.

The Company’s management evaluates the creditworthiness of the customers
periodically according to the customer evaluation system. The assets concentration risk
is addressed through distributing the Company's portfolio to the world's first-class
reinsurers to ensure distribution of risks to a minimum degree.
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Liguidity Risk

In its management of liquidity risks, the Company diversifies its sources of funds within
the various types of insurance. It also analyses the maturities of assets and liabilities to
ensure that they match, monitors liquidity and gaps risks, and maintains an adequate
cash balance as well as balances that can be readily liquidated to face risks.

Market Risk

Since the Company invests in securities, it is necessary to analyze the performance of
the stock market, as the Jordanian financial market is an emerging stock exchange.
Therefore, dealings in this market are exposed to liquidity risk.

Risk Management:
The Board of Directors, along with other parties, are responsible for identifying and
monitoring risks,

Risk Committee:
The Risk Management Committee is fully responsible for developing the risk strategy
and applying the general principles and pre-determined limits.

Risk measurement and reporting system:

Monitoring and controlling risks is performed through rmonitoring the allowed limits for
each type of risk, and these limits reflect the Company’s business strategy and pertinent
market factors.

The Risk Management Committee gathers and analyzes information from the Company’s
various departments, to identify the expected related risks. This informatio