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Ref: 130/2018/60005

Independent Auditor's Report

M/s. General Assembly
M/s. Arab Union International Jusurance
"Public Skareholding Company"

Amman- Hashemite Kingdom of Jordan

Opinion

We have audited the consolidated financial statements of the "Arab Union Intemational
Insurance "PLC" which consists of the consolidated statement of financial position as on 31
December 2017 and the consolidated statement of compressive income, consolidated
statement of changes in shareholder equities and consolidated statement of cash flows as oo
that date, and the notes on consolidated financial statements, including summary of the
aceounting policies.

In our opinion, the attached consolidated financial statements fairly show in all essential
aspects the company's consolidated financial position as on 31 December 2017 and its
financial performance and consolidated cash flows as on that date in accordance with the

international financial reporting standards.

Basis of opinion

We conducted our auditing in accordance with the international auditing standards. Our
responsibilities in accordance with those standards are indicated later in our report under the
title "anditor’s responsibility for auditing of the comsolidated financial statements" in this
report.

We think that the auditing evidence we obtained is suffcient and suitable to constiiute basis
of our opinion.

Independence

We are independent from the company in accordance with the International Ethics Standards
Board of Accountarts (IESBA) "Guide of ethical behavior rules for professional accountants”
and the ethical requirements related to our auditing of the consolidated financial statements,
and that we have fulfilled our other ethical liabilities in accordance with those requirements.

The kev audit matiers

The key anditing matters are the matters that, in our judgment, are of considerable interest i
our auditing of the financial statements of this year. These matters were taken into account m
the comtext of our auditing of the financial statements as a whole and to form our opinion
about them, not to express separate opinion about these matters. These matters meclude:

Tel.: +862 6 4632657
Fax: +962 6 4648169
P.0.Bax: 910269

Amman 11191 Jordan
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1- Technical provisions of insurance :

Description of the important auditing
matter

How the important anditing matter was -
treated in our anditing

The company shall recognize the technical
provisions of insurance works n accordance
with the insurance management instructions
when the company has liabilities on the date
of financial statements arising out of previous
occurtences and that payment of those
liabilities is likely and their value can be
reliably measured.

The value of those provisions by the end of
2017 was JOD 7,811,542 versus JOD

8228682 by the end of 2016. These

provisiops include the provisien of unearned
premiums , provision of ouistanding claims,
provision of deficit of premiums and

provision of recovery.

The company's management engages
actuarial expert on annual basis to examine
all calculated technical provisions.

Auditing procedures that we applied included
engagement of the persons in charge of
follow up of those provisions 4nd the external
actuarial experts opimion fo evaluate the
sufficiency of those techmical provisions and
the company management's compliance with
the insurance department's instructions
thereon.

The applicable auditing procedures include
understanding of the nature of provisions,
addition to examination of the applicable

internal control regulation. We studied and
“understood the company's

policies on
calculation of technical provisions and
evaluation of the factors that affect their
calculation in accordance with the respective
instructions of the Insurance Authority.

We have evaluated the completeness and
validity of disclosures and evaluated
compliance with the disclosure requirements
contained in the imternational financial

reporting standards.

2- Receivables:

Description of the important anditing
matier

How the important anditing matter was
treated in our aunditing

- In reference to note (11) and note (12) the

value of those items by the end of 2017 was
"JOD 3,242,043" versus "JOD 4,106,195" by
the end of 2016, The company's management
assessed the value of doubtfil debt provisien
to "JOD 491,464 ".

According to the foregoing, we believe that
receivables are key matters of auditing
because of their size and importance.

Anditing procedures included study of the
control applied by the company's
management in the collection of receivables
and our auditing of the receivables lives and
accruals in the subsequemt period and
guarantees related to those receivables, and
stody of sufficiency of the provision of
impairment of doubtful receivables through

evalnation of management assumptions. '
We have aundited the sufficiency of the
company's disclosures on the key estimations
to find the provision of impairment of
doubtful receivables. We evaluaied the
completeness and validity of disclosures and

| evaluated compliance with the disclosure

requirements contrined in the imternational
financial reporting standards.

Tel.: +962 6 4632657
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3- Financial assets of fair vaine throo

income statement :

Description of the important auditing
matter

How the important auditing matter was
treated in our auditing

In reference to note (4), financial assets of
fair value through the statement of income
provided in the consolidated fmagcial
statements of the company, the value of those
assets by the.end of 2017 was "JOD 719,494"
I versus "JOD 766,892 " by the end of 2016.

| The company maimtained those mvestments

through short-term market price fluctuations.
Accordingly, we believe that the item of
financial assets of fair value through the
statement of income and the results of trading
and keeping of them from accrued profits and
differences of revaluation by the end of this
| year are key anditing matters because of their
size and importance.

for the purposes of trading and making profit |

' During our auditing of the item of financial
assets of fair value through the statement of |

income, we:
- Verified the company's ownership of
those assets by review of the sale and

. purchase invoices and getting
ownership certificate from  the
securities deposit center. :

- Verified any attachmems or

mortgages that would impede the
company's ability to dispose those
assets. : )
Assured that the company Tegistered
! those assets at their fair value on the
date of purchase and assure validity
of the subsequent evaluation aznd
showing all those differences in the
statement of income. _
| We have evaluated the completeness. '
| and validity of the disclosures related |
to the financial assets at fair value
through the statement of income and
evaluation of compliance with the
disclosure requirements contained m
the internatiopal financial reporting
standards. |

4- Company's Capital:

Description of the important anditing
matter

How the important auditing matter was
treated in our auditing

According to the general note, the company's
general assembly in its extraordinary general
mesting agreed on restructuring of the
 company's capital by decreasing it to recover
part of the accumulated losses of (JOD 4)
million/ share, after that increase of the
company's capital by "2 million dinar/ share".
 Capital was decreased to become (4 million
dinar/share) amd to recover part of the
retained losses of (4) million dinar.
Procedures of subscribed and paid up capital

increase were completed to become (6) | the international  financial  reporting
million  dinar/ share on 28/02/2017. | standards.
According to the foregoing, we believe that
the item of (capital) is one of the key auditing
- matters due to its size and Importance. '

We have audited the management procedurss
in relation to restructuring of the company's
capital and validity of accounting direction
for reduction of capital and recovery of part
of retzined losses and to review the
management procedures in relaion 1o
increase of the company's capital.

We evaluated the completeness and validity
of disclosures related to the company's
capital restructures and evaluated compliance
with the disclosure requirements contained m

Tel.: +962 6 4632657
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5- Incompe tax:

Description of the important auditing matter

How the important anditing matter was
treated in our anditing

Deferred tax provisions and tax assels require
management to set assumptions and estimates
relation to the income tax issues. Accordingly, we
thipk that the income tax and deferred tax assets
are key matters of auditing because of their size
and impartance.

The suditing procedures include evaluation of the
company's tax situations and correspondences
with the tax authorities and tax consultant and
malysis of the assumptions wsed for
determination of the tax judgments. According to
our knowledge and experience with application of
tax legislation by the appropriate authorities, and
that fhis evaluation includes comsideration of

justifications for sufficiency of provisions and

valid calculation of the deferred tax assets.
According to the applicable auditing procedures,
we concluded that the company's estimation of the
gmout of deferred tax assets that were
recognized is suitable.

We have evaluated the completeness and validity
of disclosures end cofnpliance with the disclosure
requirements contained i the international
financial reporting standards.

Other Information:

Management is responsible for the other information. The other mformation includes all information
contained in the company's annual report of 2017, except for the consolidated financial statements and
anditor's report. We weren't provided with other information up to the date of our report, as we

expected to be provided therewith after that date.

We believe that the copsolidated financial statements don®t cover the other information, and we will

not give any confirming conclusion on them.

Tn the context of our auditing of the consclidated financial statements, our responsibility lies in reading
the other information and, through them, to determine whether the other mformation is pot essentially
consistent with the copsolidated financial statements or thh the knowledge we obtamed in auditing or

that appear to contain material errors.

-

When we access the other information that is not provided to us yet, and in case we conclude material
mistakes, we shall report this to those responsible for governance.

Responsibility of management and persons in charge of governance for the consolidated financial

statements

Mapagement is responsible ‘for preparation and fair presentation of the comsolidated financial
statements in accordance with the international financial reporting standards, and for the internal
control that it deems necessary to enable it to prepare consolidated financial staterments free of material

errors, whether due to fraud or error.

In addition, management's respousibility on preparation of the consolidated financial statements
inciude evaluation of the company's ability to survive and disclosure, 23 the case may be, of the matters
related to survival of the company, and use of the accounting basis of continuity unless management
intends to liquidate or suspend the company's operations or if there is no logical aiternative of this.

The persons in charge of governance are responsibility for supervision of preparation of the company's

financial reports.

Auditor's responsibility for auditing of the consolidated fnancial statements
Our- purpose is to get reasonable assurance of whether the consolidated finencial statements es a whole
are fres of material errors, Whether arising out of frand or emor, and to issue the anditing report that

contains our opinion on fnancial statements.

The reasonable essurance is high level of assurance, but it is not guarantes that auditing done in
accardance with the international anditing standards will always show material errar, if any.

Errors may arise. out of fraud er mistake, and they are considered material i they would jointly or
severally reasonably affect the decisions of users of consolidated financial statements.

Tel.: +962 6 4632657
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As part of auditing in accordance with the international auditing standards, we practice the professional
judgment and maintain application of the principle of professional doubt in all sides of auditing, m
addition to:

« Determination and evaluation of the risks of material errors of consolidated financial
statements, whether arising out of fraud or-ecror, and design and implementation of the audit
procedures that respond to those risks, and to get sufficient and suitable auditing evidence t0
provide basis of our opinion. The nisk of failure to detect any material errors that arise out of
frand is higher than the material mistakes that arise out of erTor. Fraud may include complicit,
counterfeit, intentional deletion, deviations ar infringement of the internal control regulations.

« Understand the internal control regulations related to the andit works to design suitable
auditing procedures in the circumstances, not to express opinion: on the effectiveness of the
company's internal control regulations.

v  Evaluate the suitability of applicable sccounting poiicies and reasonableness of the accounting
estimates and related notes prepared by mapagement.

« Reach conclusion on the suitability of management's use of the accounting continuity basis.
Based on the auditing evidence obtained, whether there is material uncertainty related to
evidences or circumstances that may give rise to considerable doubts on the company's ability
to survive as going concemn. If we concluded that there is no material uncertainty, we are
sequired to disregard in our auditing report the related notes contained in the consolidated
Snancial statements, or i disclosure is ipsufficient, we will amend our opinion. Our
conclusions depend on the audit evidence that were obtained up to the date of our anditmg
report. However, future occurrences or circumstances can result in the company's inability to
continue as going concer.

« Evaluation of the overail presentation, form and content of cansolidated finapcial statements
and notes and whether the consolidated financial statements represent the transactions and
occurrences in the marmer that fulfills fair presemtation.

«  Get sufficient and suitable evidence of auditing on the financial information of the facilities
and business activities within the company to express our opimion 0d the consolidated
financial statements. We are respomsible for direction, supervision and completion of the
company's auditing. We remain fully responsible for the auditing report.

+ We contacted the officials of governamce by permission on Our compliance with the
requirements of professional conduct related to independence, and informed them about all
relations and other matters that cen affect our independence and the protection measures, if
any.

« We provided some persons in charge of povernance by permission on our compliance with the
requirements of profesgional conduct related to independence, md informed them about all
relations and other matters that can affect our mdependence and the protection measures, if
any.

s  Among those matters that were commumicated to the persons in charge of governance, we
determined the most important matters in anditing of the consolidated financial statements in
our repart unless there is law or legislation to prevent disclosure of this matter or in very rare
cases in which we decide ot to disclose that matier in our report, because. of negative effects
that may excesd the general benefit of those disclosures.

Report on the legal requirements
The company keeps regular accounting entries and records, and the consolidated financial
statements are comsistent with them in all material sides. We recommend attestation of these
financial statements.
Amman, Hashemite Kingdom of Jordan
15/02/2018

The Scientific Office for Anditing,
Accounting and Consulting

m ! Scientific Office
g for Auditing, Accounting
. & Consulting
Public Accountants
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Arab Union International Insurance Co.

"Public Shareholding Limited"

Amman — the Hashemite Kingdom of Jordan

The Consolidated Statement of Financial Position as at December 31. 2017

Assets
Deposits at banks

Financial assets at fair vatue through the income statement

Financial assets a fair value through the other comprehensive

Income
Investment at an associate company

Real estate investments

Total investments

Cash on haﬁd and at banks

Notes receivable and cheques under collection
Accounts receivable — Net

Accounts receivable of reinsurance
Accounts recejvable of associate company
Deferred tax assets

Propefties and equipment — Net

Intangible assets - Net

Other assets

Total assets

10
11
30
12
13
14
15

The enclosed explanatory notes constitute an integral part hereof.

8

ngi

2017 2016

oD bs]v]
1,308,343 227,623
719,454 766,892
244,503 277,015
15,000 15,000
6,775,506 7,075,595
9,062,846 8,362,125
808,155 96,503
244,155 949,221

1,610,895 2,630,055
1,139,684 1,029,426
36,347 36,347
1,464,350 1,564,460
1,945,673 2,046,790
549 417
26,631 150,912
16,339,285 16,866,256
Scientific Offnc_e

for Audiiing, Accounting

& Cooculting

Public Accountants



Arab Union International Insurance Co.

"Public Shareholding Limited"

Amman - the Hashemite Kingdom of Jordan

The Consolidated Statement of Financial Position as at December 31. 2017

2017 2016
100 10D

Liabilities and shareholder's equ_i_tv_
Liabilities
Unearned premiums provision — Net 3,129,985 2,194,857
Onutstanding claims provision — Net 4,656,678 6,002,515
Provision of deficit of premiums - Net 24,879 31,310
Total liabilities of insurance contracts 7,811,542 8,228,682
Accounts payable 16 1,427,358 3,309,419
Accrued expenses 6,615 4 800
Accounts payable of reinsurance 17 572,796 800,576
Other Liabilities 18 584,290 993,349
Total liabilities 10,402,601 13,336,826
Shareholder's equity
Declared capital 6,000,000 6,000,000
Paid capital 19 6,000,000 4,000,000
Statutory reserve 20 1,304,330 1,263,605
Retained losses 21 (1,367,6468)  (1,734,175)
Net shareholder's equity 5,936,684 3,529,430
Total Kabilities and shareholder's equity 16,339,285 16,866,256

The enclosed explanatory notes constitute an integral part hereof. : _

Mgl e

Public Accountants



Arab Union International Insurance Co.
"Public Shareholding Limited"
Amman — the Hashemite Kingdom of Jordan

The Consolidated Income Statement for the year

ended on 31 December 2017

Description 2017 201§
10D 10D

Revenues
Total underwritten premiums 7,502,852 7,560,272
Less: reinsurance share (173,868) (824,6811)
Net underwritten premiums 7,328,984 6,735,661
Net change in unearned premiums provision (935,128} 1,235,33%
Net change in the allowance of deficit of premitms 6,431 (31,310)
Net earned preminms 6,400,287 7,939,682
Commissions revenue 77,838 128,625
Issuance fees 242,685 216,174
Other revenues from underwriting 183,411 1,450
Interests revennes ' 22 37,917 5,391
Gain from investments and financial assets 23 99,721 322,716
Other-revenues (expenses) 24 16,167 (10,261)
Total revennes 7,068,026 8,603,777
Claims , loss. and expenses
Paid claims 7,522,327 8,219,649
Less: recoveries (1,386,424) (389,780)
L ess: reinsurance share (573,765) (1,185,154)
Net paid claims 5,562,138 6,644,715
Net change in claims provision (1,345,835) (372,307)
Allocated employee expenditure 25 696,622 818,362
Allocated administrative and general expenses 26 548,534 408,559
Excess of Loss premiums 199,569 567,083
Document acquisition cOSts 292,073 533,448
Net claims (5,953,401) __ (8,599,860)
Unallocated employee expenditure 25 94,214 112,589
Depreciation and amortization 443 282 475,313
Unallocated administrative and general expenses 26 24,008 57,201
Allowance. of doubtful debts expenses 44 746 -
Expenses of the subsidiary a3 i -
Total expenses (607,561) (645,113)
Profit ( Loss ) of the year before tax 507,364  {641,196)
Tax surplus ( Deficet ) for the year 12 (100,110) 246,220
Profit ( Loss ) of the year after tax 407,254 (394,976}

| Dinar/Share  Dinar/Share
Earnings ( Losses ) per share of the year 27 0.068 (0,059)

The enclosed explanatory notes constitute an integral part hereof.
’ 10 ' Scientific Office
1ﬂ g! for Auditing, Accounting
£ Concnldng
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b Union International Insurance Co.

Arab Union International Insurance L0,
"Poblic Shareholding Limited"
Amman — the Hashemite Kingdom of Jordan

The Consolidated statement of Comprehensive for the vear
_ended on 31 December 2017

Description 2017 2016
JOD JOD

Profit ( Loss ) of the year 407,254 {394,976)

Add: other comprehensive income items

Change at fair value - -

Total comprehensive income of the year 407,254 {394,976)

The enclosed explanatory notes constitute an integral part hereof.
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Arab Union Internatiopal Insurance Co.

"Public Shareholding Limited"

Amman - the Hashemite Kingdom of Jordan

Consolidated Statement of Cash Flows for the Year Ended on December 31, 2017

Description 2017 2016
JOD, JOD

Cash flow from operational activities
( Profit) Loss of the year before tax 507,364 (641,196)
Items that do not reguire cash money expenditures:
Depreciation and amortization - 443,282 475,313
Change at fair value of financial assets at fair value
through the statement of income S (185,856)
Unearned premiums provision 935,128  (1,235,330)
Outstanding claims provision (1,345,837) (372,307)
Doubtful debts expenses 44746 -
Net change in the provision of deficit of premitms (6,431) 31,310
Cash flow from operational activities before the change
in the working capital 625,648 (1,937,866)
Financial assets at fair value through the income statement - 178,601
?Financial_ assets at fair value through other comprhensive 39 512 .
income '
Notes receivable and cheques under collection 705,066 316,949
Accounts receivable 974 414 (376,460)
Accounts receivable of reinsurance (110,258) (182,320)
Intangible assets (300) -
Other assets 124,281 (49,604)
Accounts payable (1,882,061) 969,474
Accrual expenses 1,814 (3,850)
Accounts payable of reinsurance (227,780) 279,618
Other liabilities {(409,059) 235,888
Net cash from operational activities (165,723) (569,570)
Cash flow from investment activities
Properties and equipment (41,905) (3,761)
Properties and equipment sale - 93,152

. Net cash from investment activities (41,905) 89,391
Cash flow from financing activities
Increase in capital 2,000,000 -
Net cash from investment activities 2,000,000 -
Cash flow from activities 1,792,372 (480,179)
Cash and cash equivalent at the beginning of the year 99,126 579,305
Cash and cash equivalent at the end of the year 1,891,498 99,126

The enclosed explanatory notes constitute an integral part hereof.
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Arab Unjoun International Insurance Co.
“Public Shareholding Limited”
Ammanp - the Hashemite Kingdom of Jordan
Accounting policies
General:

The Arab Union International Insurance Company, a public Shareholding Limited Company,
was established on September 2, 1976, and - was registered with the Companies Controller of the
Ministry of Industry and Trade under No. 105. Under 2 decision by the Minister of Industry and
Trade daied August 3, 19835, it was decided to merge the Arab International Insurance Company with
the Arab Union Insurance Company; the merger company thereby became Arab Union International
Insurance Company. '

The company is engaged in the insurance business (vehicles, maritime, transport, fire, other damages
to property, medical and personal accidents, liability and aviation).

The Extraordinary General Assembly approved on 28/4/2016 the restrocturing of the authorized and
paid up capital of the Company by reducing its capital by JD4 million / share, and amortization of this
reduction from accumulated losses, and then increasing the Company's capital by JD2 million by
offering the shares for private subscription to the sharehoiders of the company.

Note that the capital reduction procedures and the amortization of losses and capital increase of 2
million Dinars / share were completed on 28/2/2017.

The attached consolidated financial statements have been approved by the Company's Board
of Directors at its meeting held on 28/2/2018. Sach financial statements reguire the approval
of the General Assembly of Shareholders.

Accounting Policies

Basis of preparation of financial statements and significant accounting poﬁciéﬁ:

The accompanying consolidated financial statements have been prepared in accordance with the
standards issued by the International Accounting Standards Board (IASB), pursuant to local laws n
force, and under the models set by the Insurance Commission.

The consolidated financial statements have been prepared under the historical cost basis except for
financial assets at fair value through statement of income, and financial assets at fair value through
statement of other comprehensive income that are stated at fair value on the date of financial
statements. -

The Jordamian Dinar is the presentation currency of the financial statements, which represents the
Company's functional currency.

The accounting policies used for the period are consistent with the policies adopted in the previous
year.

‘Basis of consolidation of financial statements

The comsolidated financial statements represent the fnancial statements of the Company, its
subsidiaries and those which are controlied by it. Conirol is accomplished when the Company has
the ability to control the financial and operating policies of its subsidiaries in order to obtain
benefits from its activities, mutual transactions, balances, income and expenses are eliminated in
full berween the Company and its subsidiaries.

The comsolidated financial statements include the financial statements of the parent company (The
Arab Union International Insurance Co. - PJSC) and the following subsidiary controlled by it:

%, of shareholders | Paid capital | Legal status Name of the company

Yal00 10,000 LLC Arab Union Imernational Commercial complexes
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Arab Unioa International Insurance Co.

"Public Sharehoiding Limited"
Amman - the Hashemite Kingdom of Jordan
Accounting policies

- The results of operations of a subsidiary are consolidated. in the consolidated staterent of
income from the date of possession and which is the date of the parent company's control of
the subsidiary, the results of the disposal operations of the subsidiary are consolidated in the
consolidated income statement until the date of disposal which is the date on which the
company loses control of the subsidiary.

. The financial statements of the subsidiary are prepared for the same reporting year of the
insurance company using the same accoumting policies as the msurance company, If the
company follows accounting policies that differ from those of the instrance company, the
necessary adjustments are made to the financial statements of the subsidiary to conform to
the accounting policies used by the insurance company.

- Financial assets
Financial assets at fair value throngh income statement

- Other financial assets that do not mest the conditions of financial assets at amortized cost are
measured as assets at fair vatue.

- Assets stated at fair value through income statemnent are Investments in equity and debt
instruments for trading purposes and the purpose of the retention is to generate profits from
fiuctuations in short-term market prices or 1o generate profits from margin of trading
profits, .

- Financial assets are recorded at fair value in the statement of income upon procurement
(acquisition costs are recorded in the statement of income upon purchase) and are re-
evaluated in the financial statements at their fair value, Subsequent changes at fair value are
recorded in the statement of income in the same period in which the change at fair value
arises from the differences of nou cash assets exchange in foreign currencies.

- Dividends or revenues are recorded in the statement of income when realized (approved by

the General Assembly of Shareholders).

Financial assets at fair value through other comprebensive income

- Tt is permitted to adopt an irrevocable option on initial recognition of investments in owner's
equity instruments that are pot held for trading to present all changes in the fair value of
fhese investments on an individual basis (each share separately) under the other
comprehensive income, and It cannot be by any means and at any time later on reclassify
the amounts of these recognized differences in the other income as profit or loss, while the
tax on dividepds from these investments are recognized within net investment mcome,
unless such investments represent a partial recovery of all investments.

- n the event of the sale of these assets or any part thereof, profits or losses resulting from the
sale are transferred from the balance of accumulated net chapge at fair vaiue through the
other comprehensive income to profit and loose re- cycling and not through the income list
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b Union International Insurance Co.

Arab Upion International Insurance £-0.

"Public Shareholding Limited"

Amman - the Hashemite Kingdom of Jordan
; Accounting policies

Impairment of financial assets

The Company reviews the financial assets value fixed in the financial statements date 0
determine whether there is any indication of impairment in their value either individually or m
groups, if such indicators exist, the recoverable amousnt is estimated to determine the
impairment loss. s

Shares quoted officially

Clearance is made between the financial assets and liabilities and the net amount is shown I
the statement of financial position onty when the legally binding rights are available and when
settled through clearance or when assets are materials and Habilities are settied.

Sector information

- The business sector represents a group of assets and operations that jointly offer products or
services that are subject to risks and rewards that differ from those of other sectors and
which can be measured according to reports used by the chief executive officer and the

chief decision maker of the company.

- A peographical sector is associated with the provision of products or services in a specific
economic environment that is subject to risks and rewards that differ from those of business
segments in economntic environments.

Recognition date of financia] assets

- The purchase and sale of financial assets are recognized on the trade date (The date of the
Company's obligation to sefl or purchase financial assets).

Fair value

. The closing prices in the financial statements dates in active markets represent the fair value
of financial instruments which has market prices.
In the absence of declared prices or the absemcs of active trading of some financial
instruments or nom-activity of the market, fair value is estmated in 2 number of ways,
including:
- Compare them to the current market value of a financial instrument very similar to
them
- Anpalysis of firture cash flows and discounting of expected cash flows using a similar
financial instrument
- Options pricing models

The valuation methods are intended to obtain a fair value that reflects market expectations and
takes into consideration market factors and any anticipated risks or rewards when estimating
the value of financial instruments, where there are financial instruments whose fair value
cannot be measured reliably, it is shown at cost after impairment.

19
G sensifie Oiice
'ﬂ @ E for Auditing, Ach\mung
‘ = & Consulting

pubtic Accountants



Arab Union International Tnsurance Co.
"Public Shareholding Limited"

Amman - the Hashemite K_ingdom of Jordan
Accounting policies

Mortigaged Financial Assets

Are those financial assets mortgaged to ﬁhc favor of other parties with the right of the other
party to dispose of them (selling or re-mortgaging). These assets are continually evaluated in
accordance with the accoumting policies used to assess each of them according to their

original classification.

Investment in the associate company

-The associate company is the company which exercises effective influence over financial and
operating policy decisions (which are not controlled by the company). The company has
between 20% to 50% of the voting rights and the investment in the associated company is

done through owner's rights. _
- Income and expenses resulting from transactions between the Company aud its associates

are efiminated and according to the Company's contribution.
- Jf separate financial statements are prepared for the Company as an independent entity,
investments in associated company are stated at cost.

Cash and cash eguivalents

Cash and cash equivalents comprises of cash in band, balances at banks, deposits at banks
with maturities of up to three months afier the deduction of accounts of creditor banks and

restricted balances.

Accounts receivables of reinsurance

Reinsurer’s shares shall be calculated from premums, compensation paid, technical
allowance and all rights and obligations arising from reinsurance based on the contracts
concluded between the Company and the reinsurers according o the basis of entitiement.

Real Estate Tnvestments

Real estate investments are shown at cost, less accumulated depreciation except for lands.
These investments are amortized over their production lives by 2% -15%. Any impairment is
registered in the statement of comprehensive income. The operating income or operating
expenses of these investments are registered in the statement of comprehensive income.
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Arab Union International Insurance Co.

_"Pyublic Shareholding Limited"
Amman - the Hashemite Kingdom of Jordan
Accounting policies

Properties and Eguipmeant

Properties and equipment are stated at cost less accumulated depreciation and amy
accumulated impairment losses. Property and equipment are depreciated when they are ready
10 be used on fixed installment over the expected useful life using the following annual sates.
Depreciation expenses are recorded in the income statement:

Category Depreciation Percentage
Buildings v 2%

Devices and Equipment 15%
Computers 20%

Cars 15%
Furnishing and Furniture 10%

- Depreciation of properties and equipment is calculated when it is ready to be used for the
imtended purpose.

- Properties and equipment under construction for the use of the Company are stated at cost
less any impairment losses.

- When the refundable amount of any property and equipment is less than its net cartying
amount, its value is reduced to its refindable amount and the amount of impairment is

recognized in the statement of income.

- The useful life of the properties and equipment is reviewed at the end of each year. If the life
expectancy is different from the previously estimated estumates, the change in estimate for
subsequent years is recorded as a change in the estimate.

- Profits and losses resulting from the exclusion or deletion of any property and equipment,
which represent the difference betwesn the selling amount and the carrying amount of the
asset, are recognized in the statement of income.

-Properties and equipment are excluded when disposed of or when there are o future benefits
expected from its use or disposal.
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Arab Unicu International Insurance Co.’

"Public Sharebolding Limited"

Amman - the Hashemite Kingdom of Jordan
Accounting policies

Intangible assets

- Intangible assets acquired through consolidation are recorded at fair value at the date of
acquisition. Intangible assets acquired through a method other than consofidation are
recorded at cost. _

- Other intangible assets are classified on the basis of their estimating their lives for a
specified or indefinite period. Intangible assets with a finite useful life are amortized over
that liferime; and the amortization is recognized in the statement of income. Intangible
assets with an indefinite life time are reviewed for impairment at the financial staiements
date and any impairment loss is recognized in the income statement.

- Intangible assets that are internally generated are not capitalized and are registersd in the
income statement of the same-period.

- Azy indications of impairment of intangible assets at the financial statement are reviewed.
The estimated useful lives of these assets are reviewed and any adjustments to subsequent

periods will be made.
- Computer software is amortized over its five-year useful life using fixed instaliment.

Allowances

- Allowances are recognized when the Company has Liabilities on the date of the financial

. statements arising from past events, and the payment of liabilities is probable and ifs value
can be reliably estimated.

. Amounts recognized as allowances represent the best estimate of the amounts required to
settle at the financial statements date, taking into account the risks and uncertainfies
associated with the obligation. When the vatue of the allowances is determmed based on
estimated cash fiows to settle the present obligation, then the carrying amoust represents the
present value of such cash fiows. :

- When it is expected that some or all of the economic benefits required from other parties
will be recovered to settle the allowance, at that time, the receivable is recognized in the
asset if the receipt of the allowances is confirmed and their value can be measured reiiably.
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Arab Union International Insurance Co.

"Public Shareholding Limited"
Amman - the Hashemite Kingdom of Jordan
Accounting policies

Technical allewances:

The technical allowance are monitored and retained in accordance with the insiructions of the

Insurance Commission as follows:-

- The allowance of unearned premiums for general insurance activities sball be calculated on
the basis of the days remaining to the expiry of the term of the insurance policy; considering
that the year days are (365), not inclusive license of transport and marine insurance, which
is calculated based on the basis of subscribed premiums of the documents valid at the date
of preparation of the provided fnancial statements in accordance with the provisions of the
law, regulations and instructions issued thereunder.

- The allowance of claims (reported) under settlement is calculated by determining the total
expected cast of each claim.

- The allowance of claims {unreported) is calculated based on the Company's experience and
estimates

- The allowance of unearned premiums for life insurance is calculated based on the company'’s
experience and estimates. '

. The calculation of life insurance policies s calculated in accordance with the provisions of
the instructions and decisions issued by the commission in this regard.

. Allowance of deficit in installments based on the company's experience and estimaies and
estimates of the actuary.

Actuarial expert

Allowance of impaired receivables

Impairment of receivables is made when there is objective evidence that the Company witl
not be able to collect all or part of the amounts required. This allowance is calculated on the
basis of the difference between carrying amount and refimdable amount, where the Company
discloses the method used to calculate the allowance of impairment of receivables.

Compliance adeguacy test
- The adequacy and suitability of the insurance liabilities are determined at the date of the
statement of financial position by calculating the present value of the future cash flows of

the existing insurance contracts.
- If the valuation shows that the present value of the Imsurance labilities (different

procurements costs less favorable and related intangible assets) is not sufficient compared
to the expected future cash flows, the full amomt of the deficiency is recognized in the

statement of income.

Income tax _
Tax expenses represent amounts of taxes due and deferred taxes.
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Arab Union International Insurance Co.

"Public Shareholding Limited"
Amman - the Hashemite Kingdom of Jordan
Accounting policies
Taxes due

- Expenses of due texes are calculated on the basis of taxable profits. The taxable profits
differ from the reported profits in the income statement because the reported profits include
non-taxable income or pon-recording expenses in the fscal year but in subseguent years or
cumulative accepted losses or terms not subject or not acceptable for recording for tax

purposes.
- Taxes are calculated according to the prescribed tax rafes under the laws, regutations and

instructions in the countries in which the company operates.

Deferred taxes

. Deferred taxes are those taxes expected to be paid or recovered as a result of temporary time
differences between the value of assets or Habilities in the financial statements for which the

tax is calculated.

- Taxes are calculated by using the financial statements adherence method. Deferred taxes are
calculated in accordance with the tax rates expected to be applied when the tax liability is
settled or the deferred tax asset is realized.

- The balance of deferred tzx is reviewed at the finapcial statements date and is reduced in the
event that it is not possible to benefit from. such tax assets in part or in full or by paying the
tax Hability or the absence of anesd

Realization of Revenues

Insurance contracts

- Tnsurance premiums resulting from instrance contracts are recorded as income for the year
(premiums earned) on the basis of due periods and commensurate with the period of
coverage, Uneamed premiums through msurance contracts are recorded as Labilities at
the financial statements date s unearned insurance premiums.

- The claims and the adjustment of the losses incurred are recognized in the statement of
income on the basis of the expected value of the Liability to the insurance policybolder ot
other affected parties.

Scieptific Officc

jTE g E "¢ for Auditing, Acounitg

& Coasulting
Public Accourtants



Arab Union International Insurance Co.
"Public Shareholding Limited"
Amman - the Hashemite Kingdom of Jordan

Accounting policies

- Revenues of dividends and interests

- Revenues of dividends arising from investments are recognized when the shareholders have
the right to receive payments for dividends upon epproving the same by the General

Assemably of Shareholders.
- Interest revenues are calculated on an accrual basis, based on the due dates and principals

and eamed interest rate .

- Rental income

Rental income from real estate investments by operational lease contracts is recog;n.ized‘ on
fixed basis over thie period of the contract. Other expenses are recognized on an accrual basis.

- Recognition of expenses

All commissions and other costs for obtaining new or renewed insurance policies are
amortized in the statement of income in the year in which they occur. Other expenses arc

recognized on an accrual basis.

- Insurance indemnity

A e ——

- Insurance indemnity represents claims paid during the year and the change in the allowance
of claims.

- Tnsurance indemnity includes all amounts paid during the year, whether for the current year
or previous years. Claims under settlement represent the highest estimated value of
settlement of all claims arising out of evenfs that occurred prior to the financial statements
date but have not been settled yet. Claims under settlement are calcutated on the basis of the
best information available at the closing date of the financial staternents which includes

allowance of unreported clatms.

. Derelict and transfer indemnity

The expected proceeds from Gerelict and transfer indemnity are taken into account when
measuring the obligation to meet the claims.

Administrative and gen_eral expenses

All distrbutable administrative and peneral expenses Wwill be borme by each branch of
insurance seperatly. 80% of the non istributable administrative expenses are distributed over
the various insurance departments on the basis of the earned premiums for each department,

attributed to the total premiums.
25
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Arab Union Internatiopal Insurance Co.
"Public Sharebolding Limited"

Amman - the Hashemite Kingdom of Jordan
Accounting policies

Emplovee expenses

All employes distributable expenses are barne by each msurance branch sep[eratly. 80% of
non-distributable employes expenses are distributed to various insurance departments on the
basis of earned premiums for each department attributed to the total prequum.

Costs of acguisition of insurance documents

Acquisition costs consist of the costs incurred by the company through sale, subscription or
commencement of new insurance contracts. Acquisition costs are recognized in the staternent

of income

Foreign currency

- Foreign currency transactions are recorded during the year at the exchange rates prevailing
at the dates of the transactions. .

- The balances of financial assets and financial liabilities are copverted at the foreign
exchange rates prevailing at the reporting date and declared by the Central Bank of Jordan.

- Non-monetary assets and liabilities denominated in foreign currencies are converted at fair
value at the date of determining their fair value.

- Profits and losses resulting from foreign currency conversion are recognized in the statement

of income
- Conversion differences on non-monetary assefs items and Habilities denominated in foreign

currencies are recorded as part of the change at fair value.

Use estimates

The preparation of the financial statements and the application of accounting policies require
management to make estimates and judgments that affect the amounts of financial assets and
liabilities and disclose potential liabilities. These estimates and judgments also affect the
income, expenses and ellowance as well as changes at fair value that arise in equity. In
particular, the Company's management is required to issue significant judgments to estimate
the amounts and timing of future cash flows. These estimates are necessarily based on
multiple hypotheses and factors with varying degrees of estimation and uncertainty and actual
results may differ from estimates s a result of changes resulting from the conditions and
circumstances of those estimates in the future. :
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b Union Inéernational Insurance Ca.

Arab Union Internafional Insurance Ca.

"Public Shareholding Limited"

Amman -_the Hashemite Kingdom of Jordan
Accounting poiicies

The estimates in the financial statements are reasonable and detailed as follows:

- Debtors impairment provision was made based on the assumptions and bases
approved by the company's management for estimation of the provision to be made in
accordance with the requirements of the international financial reporting standards.

- The fiscal year and its income tax charge were recognized in accordance with laws
and regulations. '

- Management re-estimates the useful life of tangible assets on periodic basis for
calculation of annual depreciation based on the general condition of those assets and
the estimates of their expected useful life in the future. The impairment loss (if any)
in the statement of income shall be taken.

. The provision of technical claims and provisions shall be estimated based on
technical studies in accordance with the instructions of Insurance Anthority, and the
calcuiation provision shall be calculated in accordance with actoarial studies.

. Provision is made for the cases instituted against the compény based on legal study
prepared by the company's attorney whereby the potential risks that may happen in
the fiture were determined, and those studies shall be periodically reconsidered.

- Management regularly reviews the financial assets that appear in cost to estimate any
impairment and this impairment is taken in the staternent of income of the year.
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b Union International Insurance

Arab Union International Insurance
"Public Skareholding Limited"
Amman- Hashemite Kingdom of Jordan

otes on the Consolidated Financial Statementis

Notes op tie Consolidated Financial Statemens

3- Bank Depaosits:

Deposits due 2017 2016
Deposits due after more
Description within_one than one
month (JOD) month up o Total Total
one vear
In Jordan 1,308,343 - 1,308,343 227,623

The interest rates on bank deposit balances in Jordanian Dinar vary from 5% as on 31 December 2017.

The deposits mortgaged to the order of general manager of Insurance commission in addition to his job
were JOD 225,000, and these deposits are deposited in the trading bank .

4- Financial assets at fair value through the income statement:

Description 2017 2016

' Jon Job
In Jordan
Listed shares* 719,207 766,605
Out of Jordan
Listed sbares 287 287
Total 719,494 766,892

ipti Number of Number of
Deseription shares 2017 shares 2016
JoD JOD JOD JOD

United Group Holding Company - 20,000 200 20,000 400
Arabian Aviation Investment Company 184,248 685,405 184,248 724,099
Rum Financial Brokerage * 12,148 19,925 12,149 28,428
Shareco Brokerage Company ** 25,000 13,000 25,000 13,000
Arab Engineering Industries Company ot 376 677 378 677
Total 719,207 766,605

* 10000 shares reserved for borde member
= 95000 shares reserved for borde member
== 376 shares suspended from trading due to volantry liqudation of the company .

5. Financial assets at fair value through the other income statement :

Description 2017 2016
JOD JoD

In Jordan

Listed shares* 62,200 94,712

Qut of Jordan

Share in unlisted shares 182,303 182,303

Total 182,303 182,303

Grand total 244,503 277,015

Financial assets of fair value through the other mcome include financial assets for which no market prices are

available with an amount of "JOD 244,503" as at 31 December 2017 and are recoguized at fair value estimated

by the company's management, which equal to the carying cost as on the date of statement of financial position.
Management doesn't know any indicators of mpairment of those Imvestments. '
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Arab Union International Insurance

"Public Shareholding Limited™

Amman- Hashemite Kingdom of Jordan
Notes on the Conselidated Financial Statements

6- Investment in associate Compan¥y:

Country of Nature of

- i00Niry 07 lding | =———— 2017 2016
Description 1101.1 { incorporation Shareho business —

Al Murug Al-Khadraa Housing Jordan 50% "Real estate |, 5,000 { 15,000
Company investments

the share of the associated resuits has not been recorded dut to non issuance of its financial statements wnfil the
dated of these financial statements.

7- Real estate investments:
Description Buildings tands Jotai
2017 100 10D 10D
Cost.
Balance at the beginning uftbe year 6,249,445 2,461,861 8,711,306
Additions - - -
Balance at the end of the year 6,249,445 2,461,861 8,711,306
Accumulated depreciation
Balance at the beginning of the year 1,635,711 - 1 ;635.71 1
Depreciation of the year 300,088 - 300,088
Balance at the end of the year 1,935,800 - 1,935,800 -
Net 4,313,645 ' 2,461,861 6,775,506
2016
Cost.
Balance at the beginning of the year 6,249,445 2,461,861 8,711,306
Additions - - =
Balance at the end of the year 6,249,445 2,461,861 8,711,306
Accumulated depreciation
Balance at the beginning of the year 1,335,622 - 1,335,622
Depreciation of the year 300.089 i 300.089
Balance at the end of the year 1,635,711 - 1,635,711
Net 4,613,734 2,461,861 7,075,595

Fair value of the building on the piot No (1603), basin (11) was estimated io JOD 13,154,485,

The fair value of other lands was estimated to JOD 1,737,321 according to the average estimation of real estate
experts. These are the estimates as on 31 December 2016 in accordance with the imsurance commotion
instructions and decisions , where a revaluation is made for every two years . -
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Arab Union International ITnsnrance
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npoblic Shareholding Limited"
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

Cash on hand and at banks:

Description 2017 2016~

JoD JOD
Bank accounts 795,072 77,527
Cash on hand 13,083 18,976
Total 808,155 96,503
Note receivable and chegues under collection:
Description 2017 2016

Job JOD
Motz receivable 15,184 15,184
Cheques under collection 244,020 949,086
Total 250,204 964,270
Less: provision of impairment of note receivable (15,048) (15,049)
Total 244,155 949,221
Accrual of cheques under collection extends to December 2018.
Account receivable - pet :
Description 2017 2016

Jop JOD
Receivables of policy holders 1,101,532 1,673,078
Receivables of brokers 687,720 1,058,240
Recesivables of agents 108,997 197,722
Other receivables 150,914 105,530
Employess' Accounts 52,699 41,705
Medical networks receivable 497 497
Total 2,102,358 3,076,773
Less: debtors' impairment provision (*) {491,464) (446,718)
Total 1,610,895 2,630,055
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Arab Union International Insorance
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"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan

Notes dn the Consolidated Fﬁnanciﬁl Statements

(*) Movement on the debtors’ impairment provision is as follows:

Description 2017 2016
JoD Job
Balance and the beginning of the year 446,718 446,907
Addition 44,748 -
Wirte - off - - (189)
Balance at the end of the year 491,464 446,718
The following lives of non-doubtful receivables:
Description 2017 2016
JOD Job
1-90 days 452,200 613,094
91-180 days 120,626 1,026,708
181-360 days 1,038,069 890,253
Total 1,610,895 2,630,055
11- Reinsurance receivables:
Description 2017 2016
- JoD JoD
Local insurance cOmpamnies 372,018 448 506
Foreign reinsurance companies 767,666 580,920
Total 1,139,684 1,029,426
Following the lives of non-doubtful receivables:
Description 2017 2016
JOD Jod
1-90 days 179,011 125,322
91-180 days 274,515 308,291
181-360 days 686,158 595,813
Total 1,139,684 1,029,426
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Arab Union International Insurance
"Pyblic Shareholding Limited"”
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

12- Income tax:

- The income tax in the statement of income includes the following:

Descrintion 2017 2016

JOD JOD
Income tax due for the profits of the year - -
Deferred tax assets (100,110} 246,220
Net (100,110} 246,220
. The movement on deferred tax assefs is as follows:
Description: 2017 2016

JOD Job
Opening balance 1,564,460 1,318,240
Additions - 248,220
Reduction (100,110) -
Closing balance 1,464,350 1,564,460
The deferred tax assets result from accumulated losses for the previous years.
- Following the summary of adjustment of the accounting profit with the tax profit:
Description 2017 2016

JOD JOD
Accounting profit (loss) B07,364 (394,376}
Non-taxable profits {90,239) -
Tax ( loss ) profit 417,125 (394,976)
Percentage of income tax 24% 24%

100,110 -

Due income tax

Parent company:

In the opinion of management and tax consultant, the deferred tax assets will be recovered during the subsequent

years, as final adjustment was reached with the income tax department up to 2015.

Sabsidiary companies:

We didn’t reach final adjustment with the income and sales tax department from the date of establishment of the

company to date.
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Arab Union International Insorance

R o e e e ———

"Pyblic Shareholding Limited"”

Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

14- Intangible assefs:
Computer systems apd software

Descripticn 2017 2016

30D J0D
Balance at the beginning of the year 231,192 231,192
Additions 300 -
Balance at the end of the year 231,492 231,192
Accumulated amortization '
Balance at the beginning of the year 230,775 218,512
amortize of the year 168 11,263
Balance at the end of the year 230,943 230,775
Net 549 417

15. Qther agsets:

Description 2017 2016

30D JoD
Refunded deposit 12,124 12,124
Prepaid expenses 14,018 28,623
Guarantee deposit 140 415
Other 349 349
Accrued revenues - 109,400
Total 26,631 150,812
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‘Arab Union International Insilrance
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"Public Shareholding Limited™
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

18- Accoumts pax- able

Description 2017 2016

JOoD JOD
Policyholders' insurance 852,457 " 2,474,480
Medical networks 398,154 466,477
Employees' accounts 8,974 11,0582
Brokers' accounts 113,896 302,640
Other payable . 29,678 28,530
Agents' payable 24,199 26,240
Total | 1,427,358 3,309,419

17- Reinsurance pavables

Description 2017 2016

JOD JOD
Local insurance comparnies 254,813 403,500
Foreign reinsurance companies 317,883 387,078
Total 572,796 800,576
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Arab Union International Insurance
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"Pubiic Sharehoiding Limited"
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

18- Other liabilities

Deséﬁpﬁon 2017 2016

40D JoD
Reinsurers' deposits 117,741 317,301
Deferred revenues 170,725 213,496
Unpaid shareholders' p;roﬁs 182,245 174,924
Deposits of shareholders' offering right ' 41,983 37,952
Deposits of sales tax 48,540 802
Other deposits 23,056 106,763
Postdated cheques .- 142,011
Total 584,290 993,348

19- Authorized capital and paid up capital:
The company's authorized and paid up capital was decreased by "4" millicn dinar/ share instead of "8"

million dinar/ share, and the company's authorized capital was increased to become "6" million dinar/

share. The company's management completed all legal procedures thereof on 28/02/2017.

20~ Statuiory reserve:
The amounts in this account and transferred annual profits before taxes represented 10% during the

year and recent years in accordance with the companies' laws, and it can't be distributed to shareholders.
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Arab Union International Insurance

A e e —

"Public Shareholding Limited"

Amman- Hashemife King: dom of Jordan
Notes on the Conselidated Financial Statements

21- Accumulated losses:

Description

Opening balance

Amortize of part of retained losses

Profit { Loss ) of the year
Statutory Reserve

Closing balance

22- Interests revenue:

Description

Acquired bank interests

Total

23- Net profits of financial assets and investments:

Description

Net change of fair value of assets at the fair value through

the income statement

Net profits (losses) of the Union building

Retuns from cash dividends of financial assets at fair
value through income statement

Net profits of financial assets at fair value through the

staternent of income (shares)

Total

37 Iﬂg!

2017 2016
JOD JOD
{(1,734,175) (5,338,199)
- 4,000,000
407,254 (394,97‘8)
(40,725} -
(1,367,646} (1,734,175)
2017 2016
JOD JOD
37,917 5,391
37,917 5,391
2017 20156
JOD JOD
(47,396) 195,656
110,206 42 717
26,310
36,911 58,033
99,721 322,716
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Arab Union International Insurance

"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan
Nates on the Consolidated Financial Statements

27- Earnings per share :

First: Basic earnipgs ( losses ) per share :

Description 2017 2016
JOD JOD
407,254 (394,976)
Net () fit of th ! gt
(loss ) profito Ie il Share Share
Weighted average of the number of shares 6,00CHER0 6,717:807
Dinar/share Dinar/share
Total 0.068 (0,059)

Second: Diluted earnings per share :

Upon the General Assembly decision, the company has decreased its authorized capital by (4) million dinars to

recover part of the accurnulated losses of authorized capital and increase the authorized capital by (2) million
dinar. These procedurss were completed in the Mmstry of Industry and Commerce on 12/09/2016 as the
suthorized capital has become (6) million dinars. Procedures were completed on 28/02/2017.

Accordmgly, diluted profit per share shall be calculated as follows:

Description 2017

JOD
Net profit of the year 407,254

Share
Weighted average of the number of shares 5,’682‘1 L

Dinar/share
Total 0.072
28- Cash and cash equivalenis:

Description 2017 2016

JOD oD
Cash on hand and in banks 808,155 96,503
Plus: deposits in banks to be accrued within one month 1,308,343 227,623
?..ess: deposits glortgaged to the order of general mamager of (225,000) (225,000)
insurance commitiee
Total 1,891,498 99,126
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Arab Union International Insurance

"Public Skareholding Limited"

Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Financial Statements

29 - Related parties:

Related parties represent the main shareholders, board members of the company and

semior management. The company's management approves the prices and terms of
payment related to those transactions. Transactions with related parties were among the
ordinary activities of the company using commercial commissions.

Following is 2 summary of the transactions with related parties:

Associate ___Boarc! and
e _senjor 2017 2016
management

Items of the statement of financial position
Receivables 36,347 21,715 58,062 56,299
Payables - 29,573 29,573 28,448
Ttems in the statement of income
Under Witten premiums - 7,884 7,884 4,058
Paid claims - 4,719 4,719 814

There are no other transactions with related parties with senior shareholders and board
members than those mentioned above.

Following is 2 summary of the benefits of the company's senior executive management:

Description 2017 2016
JOD JOD

Salaries and benefits of senior management 159,025 56,651

Benefits and transfers of board members 45,600 43,394

41
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Arab Union Iniernational Insurance

"Poblic Shareholding Limited"
Amman- Hashemite Kingdom of Jordan

Notes on the Counsolidated Financial Statements

30- Fair vajué of assets and labilities:

- The carrying value of assets and liabilities is approximately equal to their fair value.

- The notes attached to the financial statements refer to the fair value of those financial
instruments. Some accounting policies in note (2) present the methods used in
evaluation of those tools. ' :

31- Fair value of financial instruments:

_ The Firm classifies the methods of measurement of fair value using the hierarchy of
fair value that reflects the importance of inputs used in making the methods of
measurement. Here is the hierarchy of fair value of the financial instruments that were

evaluated:

- Level (1): Declared (unmodified) prices of similar assets and liabilities in active
markets.

- Level (2): Inputs other than the prices announced within level (1) and notable prices
of asset or lability, either directly (such as prices) or indirectly (such as price
derivative).

- Level (3): Inputs of asset or liability not based on notable market information.

31 December 2017 Levels
Financial assets 1 2 3 Total
Financial assets of fair value through income 719,494 - - 719,454
statement
Findncial assets of fair value through the other - - 244,503 244,503
income statement -

719494 - 244,503 963,997
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Arab Union International Insurance

"Pubiic Shareholding Limited"
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Finapcial Statements

32- Risk Management

- Insurance Risk

Risk of any insurance policy represent the probability of occurrence of the insured
accident and the uncertainty of the related claim amount dne to the paturs of the
insurance: policy whereby the risks are volatile and unexpected in connection with
insurance policies of a certain insurance class . As regards the application of the
probability tiieory on pricing and the reserve . the primary risks facing the company are
that incurred claims and the related payment may exceed the bock value of insurance
obligation. This may bappen if the probability and risks of claims are greater than
expected. as insurance accident are unstable and vary from ome year to another ,
estimated may differ from the related stafics.

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

- TFire and other damage to property

The main risks real estate insurance contracts are fire and business Imterruption .

The conclusion of insurance contracts on the basis of the replacement for value of real
estates and its content insured, cost of recopstruction of the real estate and providing
alternatives to the content and the time required to restart the discontinued operations is
considered as the main factors. That affect the size of the claims for the company’s cover
fom reinsurance companies to limit the damage whether at the level of the low and great
values and ratios that provide the required protection and its clients .

- Vehicles

As for vehicles the main risks are claims for death and personal injuries and the
replacement or repair of automobiles . The company has cover from reinsurers to
cover losses both at the level of the low and large values and ratios provide the
required protection for businesses and their customers notification. The amounts to be
paid in compensation for deaths and to injured and replacement costs of cars are the
main factors affacting the level of claims. -
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Arab Union International Insorance

"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Financial Statements

- Marine and transportation insurance

As for marine and transportation insurance that are considered the main risk in the
loss or damage of the marine and land units and accidents resulting in total or partial
lass of goods.

The strategy followed for the marine and transportation insurance sector Is to ensure
that policies are varied regarding shipping, land and roads covered by insurance . the
company has cover from reinsurers to cover losses both at the level of the low and
great values an provided ratios that require protection for businesses and their chients.

- Medical

Includes the insured losses when damage is caused by illness or disability and is
followed by providing fixed financial benefits or benefits in the form of compensation
or combination of both benefits that the company has the intention of providing cover
from reinsurance companies to rednce this risks
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Arab Union International Insurance

A A e e e e

Amman- Hashemite Kingdom of Jordan

"Public Shareholding Limited"

otes on the Consolidatet_i Financial Statements

Notes on the Consofidated Financial Statements

Concentration of Insurance Risks:

The below table represents concentration of assets and liabilities, and off-

as per insurance type:

Vehicles

Transport and marine

Fire and other damages to properties
Medical

Other branches

Total

financial position statement rtems

Concentration of total and net insurance contracts as per insurance type is as follows:

Vehicles

Transport and marine

Fire and other damages to properties
Medical

Other branches

Total

2017 2016
Assets Liabilities Assets Liabilities
Dipar Dipar Dinar Dinar
2,736,773 10,386,838 2,910,552 10,519,081
7,240 56,039 58,080 66,752
55,358 63,515 379,344 420,448
41,581 154,466 410,499 629,010
50,567 63,590 10,107 12,087
2,891,519 10,724,448 3,768,582 11,647,378
2017 2018
Total Net Total Net
Dipar Dinar Dinar Dinar
10,386,838 7,650,065 10,519,081 7,608,528
56,039 48,799 66,752 8,672
83,515 8,157 420,448 41,104
154,466 112,885 629,010 218,511
63,590 13,023 12,087 1,980
10,724,448 7,832,929 11,647,378 7,878,796
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Arab Union Intemﬁﬁonal Tnsurance

Al L e ————_

"Public Shareholding Limited"
Amman- Hashemite Kingdom of Jordan

Notes oun the Consolidated Financial Statements

Concentration of assets and Liabilities as per geographical distribution is as follows:

2017 2016

Assets Liabilities Assets Liabilities

Dinar Dinar Dinar Dinar
Within the Kingdom 2,123,854 10,724,448 3,188,250 11,647,378
Asia (¥) 157,840 - 66,931 -
Europe 215,361 - 96,177 -
Middle East Countries 386,769 - 412,602 -
Africa 7,695 - 4,622 -
Total 2,891,519 10,724,448 3,768,582 11,647,378

(*) Asia except Middle East Countries

The below table represents the distribution of total accounts receivable and accounts payable as per sector

2017 2016
Receivables Payables Receivables Pavables
Private sector Dinar Dinar Dirar Dinar
Companies and establishments 2,438,861 1,944,293 3,181,171 4,024 032
Individuals 311,718 55,861 478,310 85,863
Total 2,750,579 2,000,154 3,659,481 4,109,895

The above assets represent net.accounts receivable, and the above liabilities represent net accounts payable.

The company has not separated technical allowances and reinsurers share as per sector because that is not

allowed by the system.
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Arab Union International Insurance

"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Financial Statements

Reinsurance Risks

* As usual with the other insurance companies, and for reduction of exposure to financial losses
that may arise out of the huge insurance claims, the company, within its ordinary works,
enters into reinsurance agreements with other parties.

To reduce huge losses as a result of insolvency of msurance companies, the company
evaluates the financial position of the reinsurance companies with which # deals, and reports
the concentrations of credit risks that result from the geographic regions or corresponding
ecopomic components of those companies. The reinsurance contracts do not relieve the
company of its liabilities to the insurance policyholders. As a result, the company remains
committed to the balance of reinsured claims in case the reinsurers fail to secure fulfillment of
their obligations in accordance with the contracts.

Insurance Risks Sensitivity:
Analysis of insurance risks sensitivity was done on the following assumption:

. Increase of claim by 10% and stability of the accounts of ncome statement that
resulted in lowering reinsurance net from JOD " 407,254 " to JOD " 344979 " and
decrease of equities from JOD " 5,936,684 " to JOD " 5,184,451 ".

- Decrease of premiums by 10% and stability of the accounts of statement of income
that resulted in increase of net losses from JOD "407,254" to JOD "343031" and
decrease of equities from JOD "5,936,684" to JOD "5,186,399".

Financial Risks

The company adopts financial pclicies for management of the various Tisks within specific
strategy. The company's management assigns control of risks and carries out optimum
strategic distribution of all financial assets and lLiabilities. Risks include the imterest rates,
credit risks, foreign currency risks and market risks.
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Arab Union International Insurance

"Public Shareholding Limited”
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

Market Risks Sensitivity

Analysis of market risks was done on the following assumptions:

Decrease of current prices of financial assets at the fair vaiue through the statement of
income and financial liabilities at the fair value through the other income by 10%
with stability of the accounts of statement of income, which results increase of
reinsurance pet from JOD "407,254" to JOD "335,305™ and decrease of equities from
JOD "5,936,684" to JOD "3,864,735",

Rate.of interests received by the company on its bank deposits decreased by 1% with
stability of the accounts of statement of income that resnlted in increase of et
reinsurance from "JOD 407,254" to "JOD 394,171" and decrease of equities from
JOD "5,936,684" to JOD "5,923,601".

Market R]Sks include:

Interest Rate Risks

Interest rate misks are defined as fluctuation of fair value or future cash flows of
financial instrument due to the changes of interest rates in the market.

Risks of interest rate are related to the rates of interest on bank deposits. The mterest
rates on deposit balances in US dollar are 1% per year. Tnterest rates on the balances
of deposits in Jordanian dinar 5% as on 31 December 2017.

Risks are managed by keeping a combination of the fluctuating and fixed interest rate
balances at the beginning of the fiscal year properly. ‘
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Arab Union International Insurance

"Public Skarsholding Limited™
Amman- Hashemite Kingdom of Jordan

Notes on the Consolidated Financial Statements

- The following is net concentration of key foreign currencies with the company:

- Foreign Currencies Jordanian Dinar

2017 2016 2017 2016
Currency type Dinar Dipar Dinar Dinar
Ush - 79 g 56
GBP - 5 S o

Foreign Currency Risks

Foreign currency risks are the risks of change of value of financial instruments due to
change of the foreign currency rates. Jordanian dinar is the basic currency of the
company. The board sets limits of the financial position of every currency of the
company. Position of foreign currencies is controlled on daily basis, and strategies are
followed to make sure that the position of foreign currencies s kept within the approved

Liquidity Risks

Liquidity risks mean the company's failure to provide the necessary finance for
fulfillment of its obligations on the due dates. To avoid such risks, the management
diversifies the sources of finance and management of assets and liabilities and suitability
of their terms, and keeps sufficient balance of cash and cash equivalents and negotiable
securities.

- The company controls its needs of liquidity on monthly basis, and the management

assures availability of sufficient capital to mest any liabilities as they arise. Important
amounts of the company's capital are invested in local negotiable shares.

Most term deposits of the company on the date of financial position shall be due
during original periods of no more than three months,

54
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Arab Union Interpational Insurance
"Public Shareholding Limited"
Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Finarcial Statements

Credit Risks:

- “This is the risk that may result from failure of a party to the financial instrument to fulfill certain

obligation and cause financial loss to the otber party.
. Credit rates are regularly controlled for the debit entities and the volume of those transactions

with those entities during the year.
- Credit is continuously evaluated in terms of the ecopomical state and conditions of the credit

party. -
- The values of the financial assets in the financial statements show the maximum percentages of

exposure to credit risks, without taking into account the value of any guarantees obtained.

33- Sector An_alxsis:

A- Information of Company's Sectors:

For administrative ‘purposes, the company is organized to include two business sectors; namely
the sector of general insurance that iﬁcludes (vehicles, maritime and transport, fire and other
damages to properties, Lability, medical and personal accidents, liability and aviation). This
sector is the basis used by the company to show the information related to the mam sectors. The

above sector also includes investments and cash management for the company's Own account.

Transactions among the business sectors are conducted based on the estimated market prices on

the same conditions of deating with third parties.

B- Information of Geographic Distribution
This note represents the geographic distribution of the company's works. The compamy mainly
practices the activities thereof in'the kingdom that represents the local business.
The following is the distribution of the company's assets, revenues and caprtal expenses as per

geographic sector:
Inside the Kingdom Outside the Kingdom

2017 2016 2017 2016
Description Dinar Dinar Dinar Dinar
Total revenues _ 7,024,534 '8,550, 545 43 492 53,232
Capital expenses 42,205 3,761 - -

ralrl
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Arab Union International Jusurance

"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Financial Statements

Concentration of assets and liabilities, and off-financial position statement as per geographical
distribution is as follows:

2017 2016
__ Assets _ Liabilities _ Assets  Liabilities
Dinar Dinar Dinar Dipar
Within the Kingdom 15,571,620 10,167,644 16,285824 12,953,317
Middie east countries 386,769 75,488 412,602 82,596
Europe 215,361 23,623 96,177 184 745
Asia (*) 157,840 126,067 66,931 109,684
Africa 7,695 9,779 4,622 6,484
Total 16,339,285 10,402,601 _ 16,866,256 13,336,826

(*) Asia except Middle East Countries

34- Cases Initiated against the Company:

The coﬁ:lpany appears as defendant in many cases with value of JOD "2,235,250" in accordance

with the legal consultant's letter. The company’s management made technical allowances to meet

any liabilities for those cases.
35- Potential Liabilities:

As on December 31, 2017, there were no potential liabilities on the company.

36- Subsegnent events:

As on December 31, 2017, there were no subsequent events on the company.
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Arab Union International Insurance

"Public Shareholding Limited"

Amman- Hashemite Kingdom of Jordan
Notes on the Consolidated Financial Statements

37- Capital Management:
- The company's main purpose of capital management is to assure that the company has high

credit rating and that the percentages of its capital are good, to reinforce its operations and
increase value for investor.

The company maﬁages capital structure and amends it based on changes of the economic
condition. The company amends sharebolders' dividends and issnes new shares to be able to
amend or retain the capital structure. The company did not make amy amendments of its
objectives, ﬁlans or programs during the year.

Capital consists of the issned and paid up capital, mandatory Teserve, and accumulated losses

totaling (JOD 1,367,646) as on 31 December 2017.

The following is an analysis of the solvency margin as on 31 December:

Description 2017 2016
Dinar Dinar

Initial capital items

Paid up capital 6,000,000 4,000,000

Stationary reserve 1,304,330 1,263,605

Accumulated losses (1,367,648) (1,734,175

5,936,684 3,529,430

Additional capital items

Change of fair value 2,068,342 1,764,715
Closing balance 2,968,342 1,764,715
Total regulatory capital 8,905,026 5,294,145
Total required capital 5,847,590 6,827,913
Solvency margin percentage _ 152% 78%
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38- Analysis of Maturity of Assets and Liabilities:

The following table fliustrates the analysis of assets and liabilities as per the period when it is expected fo be

recovered or settled:

For the year ending on December 31, 2017

Assefs
Deposits at banks

Financial assets at fair value through the income statement

Financial assefs at fair value through the other comprehensive

income statement

Investment at an associate compary
Real estate investments

Cash in hand and at banks

Notes receivable and cheques under collection
Accounts recefvable — Net
Reinsurance receivable

Associate company Accounts
Deferred tax assets

Properties @nd equipment

Intangibie assets

Other assets

Total assets

Liabilities

Unearned premiums provision — Net
Outstanding Clarms provision — Net
Deficit of premnums provision — Net
Accounts payable

Accrued expenses

Reinsurance payable accounts

Other liabilihes

Total liabilities

Net

(8]
o

More than

For one vear Total
~ one year

Dinar Dinar Dinar
1,308,343 - 1,308,343
719,494 - 719,494
- 244 503 244 503
- 15,000 15,000
- 6,775,506 6,775,506
808,155 - BOB,155
244 155 - 244 155

1,610,895 - 1,610,895 -

1,139,684 - 1,139,684
- 36,347 36,347
- 1,464,350 1,464,350
- 1,945,673 1,945,673
- 549 549
26,631 - 26,631
5,857,357 10,481,928 16,339,285
3,129,885 - 3,129,985
4,656,678 - 4,656,678
24,879 - 24 879
1,427,358 - 1,427 358
6,615 - £615
572,796 - 572,796
584,290 - 584 290
16,402,601 - 10,402,601
{4,545,244) 10,481,928 5,936,684
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Notes on the Consolidaied Financial Statements

38- Analysis of Matarity of Assets and Liabilities:

The following tzble illustrates the analysis of assets and liabilities as per the period when it is expected o be

recovered or settled:

For the year ending on December 31, 2016

Assets :
Deposits at b

Financial assets at fair value throngh the mcome statement

Financial assets at fair value through the other comprehensive
mcome statement

Investment at an associate company
Real estate mvestments

Cash in hand and at banks

Notes receivable and cheques under collection
Accounts receivable — Net
Reinsurance receivable

Associate company Accounts
Deferred tax assets

Properties and equipment

Intangible assets

Other assets

Total assets

Liabilities

Uneamned premiums provision — Net
Outstanding Claims provision - Net
Deficit of premiums provision — Net
Accounts payabls

Accrued expenses

Reinsurance payable accounts

Other liabilities

Total Labilities

Net

For one vear More than Total
one ¥ear
Dinar Dinar Dinar
227823 - 227,623
766,892 - 766,892
- 277,015 277,015
- 15,000 15,000
- 7,075,595 7,075,585
85,503 - 96,503
949 221 - 848,221
2,630,055 - 2,630,085
1,029,426 - 1,029,428
- 36,347 36,347
- 1,564,460 1,564,460
- 2,048,790 2,046,790
- 417 417
160,912 - 150,912
5,850,632 11,015,624 16,866,256
2,194,857 - 2,194,857
6,002,515 - 6,002,515
31,310 - 31,310
3,309,419 - 3,309,419
4,800 - 4 800
800,576 - 800,576
993,349 “ 993,349
13,336,826 - 13,336,826
(7,486,194) 11,015,624 3,529,430
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