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Independent Auditor’'s Report
AM/ 81144

To the Shareholders of

Arabia Insurance Company — Jordan
(A Public Shareholding Company)
Amman - Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Arabia Insurance Company - Jordan (A Public
Shareholding Company), which comprise the statement of financial position as at December
31, 2017, and the statement of income and other comprehensive income, statement of
changes in equity, and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.

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

Standards.

Basis for Opinion

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

Key Audit Matters
Key audit matters, in our professional judgment, are the most significant matters in our audit

of the financial statements of the current year. These matters were addressed in the context
of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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Technical Provisions Scope of Audit to Address Risks

Technical provisions are key audit matters. | The followed audit procedures include
Moreover, technical provisions amounted to | understanding the nature of the technical
approximately JD 14.5 Million, representing | provisions, assessing the reasonableness
around 79% of the amount of liabilities as of | of the estimates and assumptions, and the
December 31, 2017. In addition, the | adequacy of the provisions prepared by
Company assesses technical provisions | management. This is carried out through
according to International Financial Reporting | studying a sample of the technical
Standards and the requirements of regulatory | provisions and reinsurers’ share and its
bodies. As such, technical provisions are | calculation, obtaining the support of the
calculated based on the adopted accounting | loss adjuster and the Company’s lawyer,
policies, the Company’'s estimates, and |and comparing the sample with the
historical data on claims. The reinsurers’ | provisions taken. In addition, the actuary
share from the technical provision is re- | and his reports were relied on concerning
calculated according to the related signed | the adequacy of the technical provisions
agreement. Furthermore, Executive | after  reviewing his reports and
Management appoints a certified actuary and | assumptions used by our specialists.
a loss adjuster to periodically review the | Moreover, we assessed the adequacy of

adequacy of the technical provisions. disclosures about the technical provisions
in the Financial Statements
Provision for Accounts Receivable Scope of Audit to Address Risks

The provision for accounts receivable is a key | The followed audit procedures included
audit matter. It requires the Company’s | understanding accounts receivable in
management to use assumptions to assess | addition to calculating the impairment
the collectability of accounts receivable based | provision for accounts receivable. As such,
on the customers’ financial conditions and | we have studied and understood the
related credit risks. The balance of net | Company’s adopted policy for calculating
accounts receivable amounted to | the provision, evaluated the factors
approximately JD 7.7 millions, representing | affecting the calculation, as well as
approximately 27% of the assets amount as | discussed those factors with Executive
of December 31, 2017. Management. We also selected a sample of
those receivables after taking into
The nature and characteristics of accounts | consideration the risks related to the
receivable are varied. They include | payment method and guarantees. In
policyholders, agents, intermediaries, related | addition, we discussed with management
parties, and other receivables. This requires | some receivables with regard to the
making assumptions and using estimates to | customer’s expected cash flows and the
take the provision for the impairment in those | adequacy of guarantees. Meanwhile, we
receivables. recalculated the provisions to be taken and
reviewed the aging of and movement on
receivables, and the adequacy of the
related disclosure.
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Other Matter
The accompanying financial statements are a translation of the statutory financial statements

in the Arabic language to which reference should be made.

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. Our 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 always 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 collusion, forgery,
intentional omission, misrepresentations, or the override of internal control.
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» 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.

» 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.
Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the 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 financial 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.

/ & Jocele
Amman - Jordan eloitte &;%Q&QM..E.) - Jordan

February 28, 2018 -




ARABIA INSURANCE COMPANY - JORDAN
(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF FINANCIAL POSITION

ASSETS

Deposits at banks
Financial assets at fair value through statement of income

Financial assets at fair value through comprehensive income
Financial assets at amortized cost
Investment property
Life insurance policyholders' loans
Total Investments

Cash on hand and at banks
Cheques under collection
Receivables - net
Re-insurance and insurance ¢companies’ accounts receivable
Deferred tax assets
Property and equipment - net
Intangible assets - net
Other assets
TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Unearned premiums reserve - net
Claims reserve - net
Mathematical reserve - net
Total Insurance Contracts Liabilities

Pavables
Accrued expenses
Re-insurance and insurance companies' accounts payabie
End-of-services provision
Provision for income tax
Deferred tax liabilities
Other liabilities
TOTAL LIABILITIES

SHAREHOLDERS' EQUITY

Authorized and paid-up capital
Statutory reserve
Voluntary reserve
Investments valuation reserve - net after tax
Retained earnings

Total Shareholders' Equity

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

Chairman of the Board of Directors

December 31,

Note 2017 2016

i D
4 8,101,822 8,735,289
5 1,322,935 1,172,327
6 2,585,066 2,694,436
7 1,562,159 933,294
8 2,229,975 2,283,255
9 21,608 17,679
15,823,565 15,836,280
10 705,862 1,431,785
11 1,368,890 1,685,055
12 5,272,348 4,636,501
13 1,554,085 588,924
14/C 544,038 503,304
15 2,619,736 2,736,419
16 100,214 7,493
17 865,395 677,690
28,854,133 28,103,451
6,427,109 5,669,457
7,423,072 7,004,966
18 635,736 568,883
14,485,917 13,243,306
19 1,205,524 1,030,214
40,270 47,642
20 2,078,065 2,512,313
21 85,653 108,677
14/A 26,788 54,066
14/C 150,337 121,388
22 256,320 228,329
18,328,874 17,345,935
23 8,000,000 8,000,000
24 . 1,214,815 1,159,299
24 174,717 174,717
25  (113,848)  (30,727)
26 1,249,575 1,454,227
10,525,259 10,757,516
28,854,133 28,103,451

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

Earnings per Share for the Year

For the Year Ended
De¢cember 31,

Chairman of the Board of Directors

Note 2017 2016
Revenue: 1D D
Gross written premiums 21,303,538 19,486,043
Less: Re-insurers' share 7,620,074 7,272,231
Net Written Premiums 13,683,464 12,213,812
Net change in unearned premiums reserve (757,652) (165,537)
Net change in mathematical reserve (66,853) (53,467}
Net Written Revenue Premiums 12,858,959 11,994,808
Comimissions' revenue 868,045 852,333
Insurance policies issuance fees 925,078 776,618
Interest income 28 416,988 318,299
Net gain from financial assets and investments 29 147,619 209,440
Other revenue 30 275,696 226,092
Total Revenue 15,492,385 14,377,590
Claims, Losses and Expenses
Paid claims 15,910,283 14,025,618
Add: Policy maturity and settlement 94,273 26,510
Less: Recoveries 1,904,986 1,548,762
Re-insurers' share 3,985,251 3,065,658
Net paid claims 10,114,319 9,437,708
Net change in ¢laims reserve 297,484 {63,285)
~ Allocated employees' expenses 31 1,223,252 1,216,752
Allocated general and administrative expenses 32 591,319 547,218
Excess of loss premiums 200,258 198,329
Policies acquisition cost 1,792,253 1,545,197
Other expenses related to underwriting 102,786 118,900
Net Claims Costs 14,321,671 13,000,819
Unallocated employees' expenses ) 31 305,813 304,188
Depreciation and amortization 15,16 143,345 141,324
Unallocated general and administrative expenses 32 147,830 136,805
Provision for impairment in receivables, re-insurance and
insurance companles' accounts receivable 12,13 18571 12,690
Total Expenses 615,559 595,007
Income for the Year before Tax 555,155 781,764
Income tax expense 14/8 (104,291) (160,799)
Income for the Year 450,864 620,965
33 0.056 0.078

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 SHAREHQLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF COMPREHENSIVE INCOME

For the Year Ended

December 31,

2017 2016
D D

Income for the year 450,864 620,965
Other Comprehensive Income Items:

Items not subsequently transferable to statement of income

Net change in investments valuation reserve (83,121) (32,707)

(Loss) from financial assets at fair value through comprehensive income - (64,493)

Total Comprehensive Income for the Year 367,743 523,765

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



AMMARN - DAN
STATEMENT OF CHANGES IN SHAREHQLDERS' EQUITY
Investmen . .
Paid-up Statutory  Voluntary <m_=~_mn&m=.dﬁ Retained Earnings
Capital Reserve Reserve Reserve Realized  Unrealized Total Total

For the Year Ended December 331, 2017 JD b Jp o D 8] D
Balance - beginning of the year 8,000,000 1,159,299 174,717 (30,727) 796,153 658,074 1,454,227 10,757,516
Profit for the year - - - - 450,864 - 450,864 450,864
Change in investment valuation reserve - - - (83,121) - - - (83,121)

Total Comprehensive Income for the Year - - - (83,121) 450,864 - 450,864 367,743
Transferred to statutory reserve - 35,516 - - (55,518} - (55,516) -
Distributed dividends * - - - (600,000} - (600,000) (500,000)
Transferred during the year - - - - {40,735) 40,735 - -

Balance - End of the Year 8,000,000 1,214,815 174,717 (113,848) 550,766 698,809 1,249,575 10,525,259
For the Year Ended December 31, 2016
Balance - beginning of the year 8,000,000 1,081,123 174,717 1,980 370,477 605,454 975,931 10,233,751
Profit for the year - - - - 620,965 - 620,965 620,965
Change in investment valuation reserve - - - (32,707) - - - (32,707)
(Losses) from financial assets at fair value through comprehensive income - - - - (64,493) - {64,493) (64,493)

Total Comprehensive Income for the Year - - - (32,707} 556,472 - 556,472 523,765
Transferred to statutory reserve - 78,176 - (78,176) - (78,176} -
Transferred during the year - - - (52,620) 52,620 - -

Balance - End of the Year 8,000,000 1,159,299 174,717 (30,727) 796,153 658,074 1,454,227 10,757,516

- Retained earnings includes JD 154,770 as of December 31, 2017, representing the cumulative change in fair value transferred to retained earnings as a result of applying
IFRS 9. This amount may not be used according to the Jordan Securities Commission's instructions.

- Retained earnings includes JD 544,038 as of December 31, 2017, restricted against deferred tax assets (JD 503,304 as of December 31, 2016).

- The use of an amount of IJD 113,848 as of December 31, 2017 which represents the negative investments valuation reserve balance is restricted according to the Jordan Securities

Commission instructions.

* The General Assembly decided to approve the distribution of 3D 600,000 as cash dividends to shareholders in its ordinary meeting heid on 24 April 2017, equivalent to 7.5%

of the authorized capital paid for 2016.

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)
MMAN - JORDAN

STATEMENT OF CASH FLOWS

For the Year Ended
December 31,

Note 2017 2016
CASH FLOWS FROM OPERATING ACTIVITIES: n D
Income for the year before tax 555,155 781,764
Adjustments:
Depreciation and amortization 15,16 143,345 141,324
Investment property depreciation 29 53,280 53,280
End-of-service provision 21 52,348 103,949

Provision for Impalrment Int receivable, re-Insurance and Insurance companies' accounts

recelvable - net 12,13 18,571 12,690

Loss on valuation of financiat assets at fair value through Income statement 29 36,042 26,304

Loss on the Impairment provision of financtal assets at amortized cost 29 29,256 31,545

{Gains) from disposal of Investment property 29 - (21,000)

Losses from sale of property and equipment 30 - 53

Net ¢change in unearned premlums reserve 757,652 165,537

Net change in claims reserve 297,484 (63,285)

Net change in mathematical reserve 66,853 53,467
Cash Flows from Operating Activities before Changes in Assets and Liabilities 2,009,986 1,285,628

{Decrease) Increase In Current Assets:

Financial assets at falr value through lncome statement (186,650) (139,681)

Checks under collection 316,165 {736,762)

Recelvables - net {655,309) (1,031,868)

Insurance and re-Iinsurance companies’ accounts receivable (964,270} 64,719

Other assets (67,083) 3,261

Increase {Decrease) In Current Liabllitles:

Payables 175,310 175,265

Accrued expenses (7,372) 7,224

Insurance and re-insurance companies' accounts payable (434,248) 717,378

QOther liabllitles 8,214 77,968
Net Cash Flows from Operating Activities before Tax and End-of-Service Indemnity Paid 194,743 423,132

Tax pald 14 (117,105) (12,000}

End-of-Service indemnity paid 21 (75,372) (31,915)
Net Cash Flows from Operating Activities 2,266 379,217

CASH FLOWS FROM INVESTING ACTIVITIES:

Deposlts at banks (maturing after three months) 359,536 (2,522,740)

Financial assets at fair value through comprehensive income - 13,750

Financial assets at amortized cost-net {658,121) 225,615

Life insurance pollcyholders' loans (3,929) 6,627

(Purchase of) property and equipment 15 (22,593) (41,849}

Proceeds from sale of property and equipment - 1,400

(Additions) to intanglble assets i6 (96,790) (2,600)

Proceeds from disposal of investment property - 29,588
Net Cash Flows {used in} Investment Activities (421,897)  (2,290,209)

CASH FLOWS FROM FINANCING ACTIVITIES:

Dividends (580,223) -
Total Cash Flows (used in) Financing Activities (580,223) ~
Net (Decrease) In Cash and Cash Equivalents (999,854) (1,910,992)

Cash and cash equivalents - heginning of the year 7,101,303 9,012,295
Cash and Cash Equivalents - End of the Year 34 6,101,449 7,101,303

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



BiT, I

Fire and Other

Motar Marine and Transportation Damages to Properties Cthers Craait Medlcal Total
For the year ended For the year ended For the yoar ended For the year ended For the year ended For the year ended For the year ended
December 31, December 31, December 31, December 31, December 31, December 31, December 31,
2017 2016 2017 2016 2017 2018 2017 2016 2017 2016 2017 2018 2017 2016
o bl o3 o i i i ] Jo 0 plel 1o piv} hlo] )
Written premiums:

Direct business 10,757,511 9,986,931 681,944 844,914 1,288,295 1,250,529 470,920 438,308 224,765 277,928 3,261,209 2,932,005 16,684,644 15,730,715
Re-insurers’ inward business 971 880 1,070,228 6,935 4,678 759,305 563,980 65,294 17,008 - - 530,054 - _ 2,333,468 1,655,894
Gross Earned Premiums 11,729,391 11,057,159 588,879 849 592 2,047,600 1,814,609 536,214 455,316 224 765 277,928 3,791,262 2,532,005 185,018,112 17,386,609

Less: Local re-insurers' share 939,314 $92,152 13,657 12,852 789,624 626,443 71,328 58,810 - - 0 51,493 1,813,923 1,757,750
Forelgn re-insurers’ share - - 585,500 709,601 1,108,773 1,024,778 351226 282,528 213,527 264,032 1,791,754 1,694,247 4,080,880 3,975,188
Net Earned Premiums 10,790,077 14 065,007 89,622 121,138 149,203 163,388 73,660 103,978 11,238 13,896 1,999,509 1,186,265 13,113,309 11,653,673
Add: Urearmed premiums reserve - beginning of the year 5,176,504 4,466,251 229,105 157,004 957,148 799,486 292,229 270,554 27,692 42,282 1,444,135 1,526,279 8,126,813 7,261,856
Less; Re-lnsurers' share - beginning of the year 294,663 311,300 200,097 129,032 500,359 748,619 154,003 200,233 26,307 40,168 851,927 328,584 2,457,356 1,757,936
Net Unearned Premiums Reserve - Beginning of the Year 4,881 841 4,154 951 29,008 27,972 ' 56,789 50,867 _ 108,226 70,321 1,385 2,114 592,208 1,197,695 5,669,457 5,503,920
Less: Unearmned premiums reserve - end of the yvear 5,400,523 5,176,504 145,395 225,105 1,115,512 957,148 359,010 292,229 33,533 127,652 1,823,470 1,444,135 8,881,443 8,126,613
Re-Insurers' share - end of the year 269,460 294,863 129,989 200,097 1,052,533 900,359 274,524 184,003 31,857 26,307 695,971 851,927 2,454,334 2,457,356

Net Unearned Premlums Reserve - End of the Year 5,131,063 4881 841 19,406 29,008 52,979 56,785 84,486 108,226 1,676 1,385 1,127,499 592,208 _ 6,427,109 5,669,457
Net Revenue from the Underwritten Premiums 10, m&o_mmm m_wwm 117 99,224 Huou.u%wﬂ_ 142,013 157,466 97,400 66,073 13,947 14,625 1,464,218 1,791,752 12,355,657 11 488,136

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPNAYING AUDITOR'S REPORT.
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AMMAN - JORDAN
STATEMENT, QF COMPENSATIONS COST FOR GENERAL INSURANCE ACTIVITIES,

Marine and Fire and Other Damages to
Motor Transportation Properties Others Credit Medical Total
For the year ended December For the year ended Far the year ended December For the year ended For the year ended For the year ended For the year ended
31, December 31, 31, Pecember 31, December 31, Decamber 31, Dacember 31,
2017 2016 2017 2016 2017 2016 2017 2016 2817 2016 2017 2016 2017 2016
hin] o D n i hiv] plv] n plnd D pio] hlv) i+ pis]
Paid Claims 10,756,417 9,344,655 46,032 133,577 127,710 45,561 67,6656 79,353 607,450 440,708 2,823,385 2,616,225 14,428,670 12,560,080
Loss: Recoverles 1,582,716 1,269,494 43 1,939 19,993 1,748 §,841 8,150 110,389 - 174,994 147,391 1,904,986 1,548,762
Local re-Insurers’ share 367,902 518,557 103 96,232 45,559 653 11,662 5,856 - - - 320,211 425,237 944,549
Forelgn re-insurers' shave - - 36,706 - 58,932 30,679 42,878 60,154 472,208 418,673 1,851,452 540,278 2,462,176 1,049,784
Net Paid Claims 8,755,799 7,436,604 9,175 32,406 3,221 12,441 6,284 5,153 24,853 22,036 796,949 1,608,345 9,636,281 9,115,985
Add: Claims Reserva - End of the Year
Reported 6,122,836 6,031,600 63,351 62,048 2,670,787 1,637,388 3,850,345 817,057 298,698 109,100 451,257 278,230 13,497,274 8,935,424
Not reported 950,000 923,000 10,000 10,000 10,000 10,000 10,000 10,000 - - 51,279 52,465 1,031,279 1,005,465
{#55: Re-insurers’ share - end of the year 467,426 535,781 49,516 46,895 2,574,154 1,595,544 3,667,576 650,422 283,763 103,645 219,895 185,526 7,262,330 3,117,813
Recoveries of claims 597,446 498,282 - - - - - - 28,958 7,500 - - 625404 505,782
Net Claims Reserve - End of the Year 6,007,964 3,920,537 23,835 25,153 306,633 51,845 232,769 176,635 (14,023} (2,045) 282,641 145,169 6,635,819 6,317,254
Reported 5,057,964 4,997,537 13,835 15,153 96,633 41,845 222,769 165,635 (14,023} (2,045) 231,362 92,704 5,608,540 5,311,829
Not reported 550,000 523,000 10,000 10,000 10,000 10,600 10,000 10,000 - - 51,279 52,465 1,031,279 1,005,465
Less; Claims Reserve - Beginning of the Year:
Reported 6,031,500 6,354,587 mu.ox.m 67,566 1,637,389 1,733,255 817,057 1,173,100 109,100 440,710 278,230 85,672 8,935,424 852,890
Not reported 923,000 650,000 10,000 10,000 15,000 10,000 10,000 10,000 - - 52,465 95,771 1,005,465 776,771
Less: Re-insurers’ share = beginning of the year 535,781 670,679 46,895 46,985 1,595,544 1,680,395 650,422 917,649 103,645 418,675 185,526 13,410 w.ppw.muw 3,745,793
Recoveries of daims 498,282 420,852 - - - - - - 7,500 7,500 - - 505,782 428,392
Net Claims Reserve - Beginning of the Year 5,920,537 5,913,016 25,153 30,581 51,845 60,860 176,635 265,451 (2,045) 14,535 145,169 171,033 5,317,294 6,455,476
Net Paid Claims Cost m.mwunmum Nﬁ.@mﬂum 7,857 ﬂ.l:mm.oqm m!m.rcimml whbWaﬂn £2.418 “mw_mmwm 12,875 5,456 wwm.m.uw.Wu 1 mmumhmu 9, mmm,wom 8,978 803

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 THSURANCE COMPANY = J0RDAN
(A PUBLIC SHAREHOLDING LIMITED COMpANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING PROFIT FOR GENERA), INSURANCE ACTIVITIES

Mator ._‘“w_”hom%%ﬂ“on Fire m“moww_ﬂwlmﬂ © Others Credit Medical Tatal
fﬂ%ﬂmm%l!gﬂgﬂ]g For the year ended  For the year enged For the yeor ended For the year engded
wa Docomber3l, December3l,  Decembor 31, Degembor 31 Dacomber 31, _Docembar 33, Dacember 31,
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016

piv) m bis] pted -] a0 bl o 1o k1] bls) blo]
Net earned revenue from the underwritten premlums 10,540,855 9,338,117 95,224 120,103 143,012 157,466 97,400 66,073 10,947 14,625 1,464,218 1,791,752 12,355,657 11,488,135
fless): Net pald claims cost _ 8883206 _ 7444125 7,857 26,978 58,005 3,426 52,418 _ (83,663) 17875 5,456 934,421 1,587,481 9,958,806 8,978,803
1,657,629 _ 1,893,992 91,367 93,125 85004 154040 34,982 149,736 {1.928) 9,169 529,797 209,271 2,396,851 4,509,333
add: Recelved commissions 8,739 6573 229,022 25%,118 360,683 329,508 92,155 54,933 42,705 52,798 124,607 110,674 857,911 813,704
Insurance pelicles issuance fees 629,142 516,772 46,337 53,267 85,822 67,890 21,303 23,917 5,930 7,715 120,130 82,483 909,644 752,044
Other revenue - - 57,603 54,728 _ 48,970 1,870 9,825 4,801 - - 159,277 138,966 275,675 200,365
Tetal Revenues 637,881 523,345 332,962 267,113 495,475 399,368 123,283 83,6851 _ 49,635 60,513 403,954 332,123 2,043,230 1,766,113
Less: Paid commissicns 903,677 725,972 190,003 219,434 168,745 139,261 48,557 37,085 17,260 21,058 418,493 360,371 1,746,735 1,503,181
Excess of loss premiums 122,414 110,165 9,940 20,762 67,904 67,402 - - - - - - 200,258 198,329
Empioyeas and administrative expenses related to underwriting accounts 999,074 1,000,948 58,677 76,509 174,408 164,267 45,673 41,217 19,145 25,159 322,928 265,419 1,619,905 1,573,919
Other expenses 102,786 18,900 - - - - - - - - - - 102,785 118,900
Total Expenses 2,127,951 1,855,985 258,620 317,195 _ 411057 370,930 94,230 78,302 36,405 46217 741,421 625,790 3,669,684 3,394,320
Net Written Proflt (Loss) 167,555 461,352 165709 143133 169,472 182 478 $4,035 155085 11302 23465 132370 (84,396) 770,397 881,117

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

- 12 -

'S REPORT.



ARABIA INSURANCE COMPANY - JORDAN

{A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING REVENUES FOR LIFE INSURANCE ACTIVITIES

For the Year Ended

December 31,

2017 2016

D 1D
Written Premiums:

Direct premium 1,185,430 1,403,901

Re-insurers' inward premium 1,099,996 695,533
Gross Written Premiums 2,285,426 2,099,434
Less: Locaf re-insurers’ share 870,486 486,458
Less;: Forelgn re-insurers' share : 844,785 1,052,837
Net Written Premiums 570,155 560,139
Add: Mathematical reserve - beginning of the year 642,438 553,178
Less: Re-insurers' share - beginning of the year 73,555 37,762
Net Mathematical Reserve - beginning of the year 568,883 515,416
Add: Mathematical reserve - end of the Year 811,750 642,438
Re-insurers' share - end of the year 176,014 73,555

Net mathematical reserve - end of the year 635,736 568,883

Net Earned Revenue from Written Premiums 503,302 506,672

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 PAID CLAIMS COST FOR LIFE INSURANCE ACTIVITIES

Paid claims
Policy maturity and settlement
Less: Foreign re-insurers’ share
Net Paid Claims
Reported
Unreported

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

Less: Re-insurers' share

Net Claims Reserve - End of the Year

dd: Reported claims reserve - beginning of the year

Unreported claims reserve - beginning of the year

Less; Re-insurers' share

Net Claims Reserve - Beginning of the Year

Net Claims Cost

For the Year Ended

December 31,

2017 2016
i) 1D
1,481,613 1,365,538
94,273 26,510
1,097,848 1,071,325
478,038 320,723
156,849 - 181,890
384,548 718,730
227,699 536,840
156,849 181,890
718,730 711,729
536,840 604,736
181,800 106,993
452,997 395,620

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
(A PUBLIC SHAREHOLBING LIMITED COMPANY)

AMMAN - JORDAN
STATEMENT OF UNDERWRITING PROFIT FOR LIFE INSURANCE ACTIVITIES

For the Year Ended

December 31,

2017 2016

D D
Net earned revenue from written premiums 503,302 506,672
Less: Net Claims Cost 452,997 395,620
50,305 111,052
Add: Received commissions 10,134 38,629
Insurance policies issuance fees ' 15,434 24,574

Interest incorne and investment income attributable

to the written premiums 55,751 39,071
Other revenue - 25,779
Total Revenue 81,319 128,053
Less: Paid claims 45,518 42,016
Administrative expenses related to underwriting accounts 194,666 190,051
Total Expenses 240,184 232,067
Net Underwriting (Losses) Profit (108,560) 7,038

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

THE ACCOMPANYING AUDITOR'S REPORT.

- 15 -



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

December 31,

ASSETS 2017 2016
D JD
Deposits at banks 1,000,000 1,000,000
Financial assets at fair value thirough statement of income 92,925 86,250
Financial assets at fair value through comprehensive income 123,401 141,651

21,608 17,679
1,237,934 1,245,580

Life insurance policyholders' loans
Total Investments

Receivable - net 241,403 163,299

Re-Insurance companies’ accounts - debit 594,989 89,163

TOTAL ASSETS 2,074,326 1,498,042

LIABILITIES AND HEAD OFFICE'S EQUITY

LIABILITIES
Payables
Re-insurance companies' accounts - credit

157,712 15,068
97,024 112,480

TECHNICAL RESERVES
Claims reserve - net 156,848 181,890
Mathematical reserve - net 635,736 568,883
TOTAL LIABILITIES 1,047,320 878,321

HEAD OFFICE'S EQUITY

Head Office's current account 1,135,566 612,683
Income for the year (108,560) 7,038
Total Head Office's Equity 1,027,006 619,721
TOTAL LIABILITIES AND HEAD QFFICE'S EQUITY 2,074,326 1,498,042

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
NOTES TO FINANCIAL STATEMENTS

2

. General

Arabla 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 ID 8 million, divided over 8 million
shares. The Company’s address is P.O. Box 20031 - 11118 Amman, Jordan, Abdel
Hameed Sharaf Street, AlShmaisani. '

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

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

The accompanying financial statements were approved by the Board of Directors on
February 28, 2018 No (172), and are subject to the approval of the General Assembly
of Shareholders.

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 Commission.

The financial statements have been prepared according to the historical cost convention,
except for financial assets and labilities, 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, 2016, except for what is mentioned in Note (43.a) to

the financial statements,

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 Recagnition 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).
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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 following:

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 modeis.

Long-term financial assets and liabilities that are not interest-bearing are assessed
under the cash flow discount at the effective interest rate and the discount interest is

taken to interest income earned in the statement of income.

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

Financiat 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 Statement of Income

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.
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Impairment In Financial Assets
The Company reviews the values of recorded financial assets at the date of the statement of
flnancial position to determine If there are any Indications to the impairment in their value

individually or as a portfalio.

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

Financial Assets at Fair Value through Comprehensive Income
- Financial assets at fair value through 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 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 ara not subject to impairment test.

- Dividends are taken to the income statement unless these dividends clearly represent
partial recovery of ali 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 resulting 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 clearly 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 -



Investments Property
Investments property (excluding land) are stated at cost net of accumulated depreciation.

Moreover, these investments are depreciated over their useful lives at an annuat 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 income.

Investments property 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 investments property 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 jand) are
depreciated, when ready for their intended use, according to the straight-line method over
their estimated usefui lives using the following annual rates. In addition, the depreciation
expense is recorded in the statement of income:

%
Buildings 2
Machinery and equipment 10
Vehicles : 15
Computers 12
Furniture 6
Air Conditions 10
Decorations 15
Elevator 10
Safety System 12
Posters and placards 20
Transformers and generators i0

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 resuiting 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.
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Intangible Assets
Intangible assets obtained through merger are stated at fair value on thelr 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 subsequent 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.

Provisions

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

Reguilatory 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 perjodically 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 Adequacy Test
At the date of the statement of financial position, the adequacy and suitability of the insurance

liabilities are evaluated through the calculation of the present value of the future cash flows
relating to the outstanding insurance policies.

If the evaluation shows that the present value of the insurance fiabilities (varlous 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
subseguent 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 taxabie 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 Habilities 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.

Offsettin
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 simuitaneously.
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Revenue Recogpition
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 I 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
poticyholders 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 Sharehoiders.

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, cutstanding 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 empioyees 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
transiated at fair value at the date of the determination of their fair value.

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

The resulting differences from non-monetary assets and non-monetary liabilities are taken as
patt 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
circumstances and situations of those estimates in the future.

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

- A provision for accounts receivable is taken according to the various assumptions and
bases adopted by management to evaluate the required provision as per International
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 revatuates 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 levei 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 uncbservable 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, 2017 2016
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
1D b JD 1D b
Inside Jordan 5,395,587 2,706,235 - 8,101,822 8,735,289

During the year 2017, interest rates on deposits in Jordanian Dinar ranged from 3.3%
to 5%.

- 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,
2017 and 2016 at Jordan Ahll 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 Statement of Income

This item consists of the following:

December 31,

2017 2016
Inside Jordan: D D
Quoted shares at Amman Stock Market 1,177,385 1,172,327

1,177,385 1,172,327

Qutside Jordan:
Jordan Government’s debentures bond * 145,550 -
1,322,935 1,172,327

* This item represents Jordan Government's debentures bond, listed in London Stock
Market and is due on October 10, 2047.
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6.  Financial Assets at Fair Value through Comprehensive Income
This item consists of the following:

December 31,

2017 2016
Inside Jordan b D
Quoted shares 2,451,866 2,561,236
Unquoted shares 62,300 62,300

2,514,166 2,623,536

Qutside Jordan
Quoted Investment Fund* 70,900 70,900
2,585,066 2,694,436

* This item represents investment in guoted investment fund with a variable interest and
no maturity date, noting that the capital is not granteed.

7. Financial Assets at Amortized Cost
This item consists of the following:

December 31,

: 2017 ' 2016

Inside Jordan D D
Company'’s loan debentures and bonds 909,500 109,500
Provision for impairment in value * (43,800) (21,900)
865,700 87,600
Company’s loan debentures and bonds 641,761 783,640
Foreign governmental loan debentures and bonds 71,699 71,699
Provision for impairment in value * (17,001) (9,645)
696,459 845,694
1,562,159 933,294

* Movement on provision for impairment of financial assets at amortized cost is as follows:

For the year Ended
December 31,

2017 2016
JD JD
Beginning balance 31,545 -
Additions 29,256 31,545
Ending balance 60,801 31,545
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**  This table shows the details financial assets at amortized cost before deducting the

provision:
Less than more than Maturity
Bonds one year one year total Date Interest

JD D JD D D
Specialized Investment Compounds Company PLC * - 109,500 109,500 lune 6, 2020 10%
Lebanon bonds - 71,699 71,699 Mar 98,2020 6/375%
SBER Bank bonds - 128,673 128,673 Oct 29, 2022 5/125%
TELEMAR bonds - 67,396 67,396 Oct 23, 2020 5/50%
PETROBRAS bonds - 71,266 71,266 fan 20, 2020 5/750%
AL BARAKA TURK bonds - 157,957 157,957 June 30,2019 6/250%
BAHRAIN bonds - 144,244 144,244 lan 26,2021 5/875%
PEMEX bonds - 72,225 . 72,225 Feb 4, 2021 6/375%
Arab International Hotels Company - 300,000 300,000 Jan 22,2022 5/50%
lordan ARfi Bank Company 500,000 500,000 Oct 12, 2023 6/75%

- 1,622,960 1,622,960

- GAZPROM bond matured on May 17, 2017,

* 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,

2017 2016
D il»]
Fixed return 1,562,159 933,294
1,562,159 933,294
8. Investment Property
This item consists of the following:
December 31
2017 2016
Lands: JD D
Balance at the beginning of the year 316,146 324,734
Disposals - (8,588)
Balance at Year — End 316,146 316,146
Buildings:
Balance at the beginning of the year 1,967,109 2,020,389
Less: Depreciation for the year {(53,280) {53,280)
Balance at Year - End 1,913,829 1,967,109
2,229,975 2,283,255

- The details of investment property and information related to fair value as of December

31, 2017 are as follows:
Falr Value as of

Level Level Level December 31,
One Two Three 2017 *
Jb D JD JD
Investment Property - 2,398,850 - 2,398,850

- There was no transfer between level one and level two during 2017,

* Fair value averaged JD 2,398,850 according to the latest evaluation of these
investments on December 12 and 18, 2017 by three real estate appraisers,
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9. Life Insurance Policyholders’ Loans
This item consists of the following:

Life insurance policyholders’ ioans not
exceeding the policy liquidation value

The maturity of the policyholders’ loan is as follows:

Life Insurance policyholders’ loans

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

Cash on hand
Current accounts at banks

11. Chegues under Coliection

This item consists of the following:

Cheques under collection*

December 31,

2017 2016
D D
21,608 17,679

More than
one year Total
21,608 21,608

December 31,

2017 2016
D D
14,942 19,698

690,920 1,412,087

705,862 1,431,785

December 31,

2017 2016
D 1D

1,368,890 1,685,055

1,368,800 1,685,055

* The maturities of cheques under collection are up to November 30, 2018, and about

37% 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
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December 31,

2017 2016
D D
4,422,282 4,135,203
1,487,126 1,113,354
2,444 1,844
7,029 7,223
70,291 76,239
5,989,172 5,333,863
(716,824)  (697,362)
5,272,348 _ 4,636,501




- The aging of receivabies is as follows:

December 31,

2017 2016
D D
Less than 90 days 5,325,415 4,664,130
90 - 180 days 13,151 20,146
181 - 360 days 37,411 44,982
More than 361 days 613,195 604,605
5,989,172 5,333,863
* Movement on the provision for impalrment of receivables is as follows:
2017 2016
D D
Balance at the beginning of the year 697,362 708,122
Provision (surplus) during the year 19,462 (10,760)
Balance - End of the Year 716,824 697,362

**  The Company deals with a major agent constituting most of the balance above,

13. Re-insurance and Insurance Companies’ Accounts Receivable

This item consists of the foliowing:

December 31,

2017 2016
D Jo
Local insurance companies 1,118,849 533,234
Foreign re-insurance companies 621,663 243,008
1,740,512 776,242
Less: Provision for impairment of reinsurers’ receivables * (186,427) {187,318)
Re-insurance Companies’ Accounts — Net 1,554,085 588,924

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

December 31,

2017 2016
D D
Less than 90 days 1,524,862 549,179
91 - 180 days 1,396 1,606
181 - 360 days 27,827 38,139
More than 361 days 186,427 187,318
1,740,512 776,242

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

2017 2016
B> D
Balance at the beginning of the year 187,318 163,868
(Surplus) / provision during the vear (891) 23,450
Balance at the End of the Year 186,427 187,318
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14, Income Tax
a.  Income Tax Provision
Movement on the income tax provision was as follows:

2017 2016
D b
Balance at the beginning of the year (54,066) 131,047
Income tax paid on bank interest 16,734 12,000
Income tax paid for the year* 100,371 -
Income tax expense for the year (89,827) (197,113)
Balance at the End of the Year {26,788) {54,066)
b. Income tax in the statement of income represents the following:
2017 2016
D JD
Income tax (expense) accrued (89,827) (197,113)
Deferred tax assels-net 14,485 54,888
Deferred tax liabilities-net (28,949) (18,574)
(Expense) Income Tax (104,291) {160,799)
- Summary of the reconciliation of accounting profit with taxable profit:
For the Year Ended
December 31,
2017 2016
b b
Accounting profit 555,155 781,764
Non-deductible expenses (1,915,814) (1,512,272)
Non-taxable earnings 1,734,939 1,632,266
Taxable Profit 374,280 901,758
Income Tax Rate % 24% 24%

The Company's income tax was settled until the end of 2015, and the Company's income
tax return for 2016 was submitted on time. A provision for income tax for the year
ended December 31, 2017 was calcuiated 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, 2017,

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

For the Year Ended on December 31,

2017 2016
Assefs Liabilities Assets Liabilities
JD JD D D
Balance at the beginning of the year 503,304 121,388 438,714 103,439
Additions 65,136 28,949 110,787 18,574
Disposals (24,402) - (46,197) (625)
Balance at the End of the Year 544,038 150,337 503,304 121,388
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The details of this item are as follows:

For the Year End December 31,2016

December 31,

%*

Deferred
Beginning Released Addition Ending Deferred Tax
Accounts included Balance  Amounts Amounts Balance Tax 2017 2016
D D D D JD D
A-Deferred tax assets
Provision for doubtful debts 884,680 - 18,571 903,251 - 216,780 212,323
IBENR provision 1,005,465 - 25,814 1,031,279 247,507 241,312
End-of-service provision 108,677 75,372 52,348 85,653 20,557 26,082
Evaluation reserve on financial assets through
comprehensive income 40,430 - 109,370 149,800 35,952 9,703
Evaluation losses on financial assets through Statement
of income 26,304 26,304 36,042 36,042 3,650 6,313
Impairment losses on financial assets at amortized cost 31,545 - 29,256 60,801 14,592 7,571
2,097,101 101,676 271,401 2,266,826 544,038 503,304
B-Deferred tax liabilities *
Claims recoveries 505,782 - 120,622 626,404 150,337 121,388
505,782 - 120,622 626,404 150,337 121,388

Deferred tax liabilities as of December 31, 2017 represent deferred taxes arising from claims expected to be recovered.

Deferred taxes were calculated based on the effective tax rate of 24%,

future.
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1% Property & Equipment- Net
This table conslsts of the following:

Cost:

Balance at the beginning of the year
Additlons

Balance at the End of the Year

Accumulated Depreciation:

Balance at the beginning of the year
Pepreciation for the year

Accumulated Depreciation at the End of the Year

Net Carrying Value as of December 31, 2017

Cost:

Balaznce at the beginning of the year
Additlons

Disposals

Balance at the End of the Year

Accumulated Depreciation:

Balance at the beginning of the year
Dapreciation for the year

Disposals

Accumulated Depreclation at the End of the Year

Net Carrying Value as of December 31, 2016

Depreciation annual rate

Furniture

Electrical
Offlce and Interior Alr Securlty  Transformers
Land Buildings  Equipment Computer Motors Fittings Conditloners Decoratlon Signage  Elevators  Systems and Generators Totals
D e o an pia) i D plo) 3D k) in 10 plsg
316,146 2,011,828 76,648 209,317 49,294 169,977 84,995 313,745 12,587 45,000 38,090 10,6813 3,338,241
- - 641 3,090 11900 3,101 400 3,451 - - - - 22,593
316,146 2,011,828 77,289 212,407 61,194 173,078 85,395 317,207 12,587 45,000 38,090 10,513 3,360,834
- 126,992 58,255 156,642 14,951 36,049 25,850 145,798 7,966 14,240 13,721 3,358 501,822
- 40,236 3,062 10,679 6,853 10,279 8,299 47,239 2,517 4,500 4,551 1,061 139,276
- 167,228 59,217 167,321 21,804 46,328 34,145 193,037 10,483 18,740 18,272 4,419 741,058
316,146 1,844,500 17,972 45,086 39,350 126,750 51,246 124,170 2,104 26,260 19,518 6,194 2,619,736
316,145 2,007,393 70,488 193,789 49,294 163,770 82,445 308,591 12,587 45,000 37,805 10,613 3,287,921
- 4,435 6,655 16,562 - 5,207 2,550 5,155 - - 285 - 41,849
N - {435) {1,034} - - - - - - - - (1,529}
316,146 2,011,328 76,548 209,317 49,294 169,977 84,995 313,746 12,587 45,000 38,090 10,613 3,338,241
- £6,766 53,353 146,784 8,290 26,002 17,563 §9,108 5,448 9,740 $,188 2,296 464,538
- 40,226 2,909 9,527 6,661 10,047 8,287 46,690 2,518 4,500 4,533 1,052 137,360
- - (7} (69) - - - - - - - - (76)
- 126,992 56,255 156,642 14,951 36,049 25,850 145,798 7,966 14,240 13,721 3,358 601,822
316,146 1,884,835 20,393 52,675 34,343 133,928 59,145 167,948 4,621 30,760 24,369 7,255  2,736,41%
2 10 12 15 3 10 15 20 10 12 10

Fully depreclated property and equipment amounted to JD 311,620 as of December 31, 2017 (JD 302,745 as of Decemnber 31, 2016)
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16. Intangible Assets - Net
This item consists of the foliowing:

Computer Software Programs
Balance at the beginning of the year
Additions
Amortization

Balance - End of Year

Annual Amortization

This item Includes approximately JD 72,000 for purchasing a new AIMS program. The

December 31,

expected cost to completing the project is JD 120,000.

17. Other Assets
This item consists of the following:

Prepaid expenses
Refundable deposits
Stamp deposits
Accrued revenues
Recovered claims

18, Mathematical Reserve - Net
This item consist of the following:

Balance at the beginning of the year
Additions

Less: Reinsurance share
Net Mathematical Reserve

19. Payables
This Item consists of the following:

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

- 33-

2017 2016
D JD
7,493 8,857
96,790 2,600
{4,069) (3,964)
100.214 7,493
12% 12%

December 31,

2017 2016
JD D
90,710 75,727
31,835 13,136
2,733 2,313
113,713 80,732
626,404 505,782
865,395 677,690

Becember 31,

2017 2016
1D 1D
568,883 515,416
242,867 127,022
811,750 642,438
(176,014) (73,555)
635,736 568,883

December 31,

2017 2016
D D
59,029 51,303

8,380 2,932

453,392 365,432

474,175 400,950
11,761 55,868

198,787 153,729

1,205,524 1,030,214




* This item includes approximately JD 186,000 as car repair shops and spare parts
payables as of December 31, 2017 (approximately JD 113,000 as of December 31,
2016).

20, _Re-insurance and Insurance Companies’ Accounts Receivable
This item consists of the following:

December 31,

2017 2016
JD D
Local insurance companies 457,405 479,402
Foreign re-insurance companies 757,761 1,142,234
Reinsurers’ deposits 862,899 890,677
2,078,065 2,512,313

21. End-of-Service Provision
This item consists of the following:
December 31,

2017 2016
D JD
Provision for staff end-of-service indemnity 85,653 108,677
85,653 108,677

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

December 31,

Balance Paid
Beginning of  Taken for  During the
the Year the Year Year 2017 2016
1D D iD iD Jo
Provision for end-of-service
indemnity 108,677 52,348 75,372 85,653 108,677
108,677 52,348 75,372 85,653 108,677

22. Cther Liabilities
This item consists of the following:

December 31,

2017 2016
JD JD
Sales tax deposits 123,290 114,173
Shareholders’ deposits 93,750 72,774
Stamps deposits 8,417 10,518
Unearned income 30,863 30,864
256,320 228,329

23. Authorized and Paid Capital
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, 2017 and 2016.

24. Reserves

Statutory Reserve
The amounts accumulated in this account represent appropriations from annual income

before tax at 10% as of December 31, 2017. This reserve may not be distributed to
shareholders,
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Voluntary Reserve

The amounts accumulated in this account represent appropriations from annual 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.

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:
2017 2016
b 1D
Balance at the beginning of the year (30,727) 1,980
Changes in investment revaluation reserve - Net (83,121) (32,707}
Balance - End of Year (113,848) (30,727)
26. Retained Earnings
This item consists of the following: .
2017 2016
D JD
Balance at the beginning of the year 1,454,227 975,931
Profit for the year 450,864 620,965
Dividends distributed to shareholders (600,000) -
(Losses) on financial assets at fair value through
comprehensive income - (64,493)
Balance transferred to reserves (55,5186} (78,176)
Balance - End of Year 1,249,575 1,454,227
27. Proposed Dividends
The Board of Directors recommended the distribution of 4% of the current year’s profits,
equivalent to JD 320,000, as dividends subject to the approval of the General Assembly
of Shareholders.
28._ Credit Interest

This item consists of the following:

2017 2016
il D
Earned bank interest 348,828 249,362
Interest on investments in financial assets at amortized cost 66,272 68,431
Loans interest 1,888 506
Total 416,988 318,299
Amount transferred to underwriting accounts 43,552 30,470
Amount not transferred to underwriting accounts 373,436 287,829
416,988 318,299
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29, Net Profit from _Financial Assets and Investments
This item consists of the following:

2017 2016
JD D
Cash dividends of financial assets at fair value through
Statement of income 55,956 56,256
Cash dividends of financial assets at fair value through
comprehensive income 142,404 167,087
Real estate investments amortization (53,280) (53,280)
Net change in fair value of financial assets at fair value
through statement of income (36,042) (26,304)
Profits on sale of assets at fair value through statement
of income 497 39,751
Returns on real estate investments rent 67,340 36,475
Profits on sale of real estate investments - 21,000
Provision for impairment of financia! assets at amortized cost (29,256) (31,545)
147,619 209,440
Amount transferred to underwriting accounts 12,199 8,601
Amount not transferred to underwriting accounts 135,420 200,839
147,619 209,440
30. Other Revenue - Net
© This item consists of the following:
2017 2016
i D
Profits on contracts 116,398 87,179
Medical entitles’ deductions 159,277 138,966
(Losses) from on sale of properties and equipment - (53)
Other 21 -
275,696 226,092
Amounts transferred to underwriting accounts 275,675 226,145
Amounts not transferred te underwriting accounts 21 (53)
275,696 226.092
31. Employees Expenses
This item consists of the following:
2017 2016
D D
Salaries and bonuses 1,256,782 1,185,936
End-of-service indemnity (23,024) 72,033
Company's social security contributions 145,843 133,207
Medical expenses and life insurance 137,510 127,598
Employees development and training 5,804 2,166
The company’s share of social committee’s fund 6,150 -
1,529,065 1,520,940
Employees’ Expenses Allocated to Underwriting
Accounts * 1,223,252 1,216,752
Employees’ Expenses Unallocated to Underwriting
Accounts 305,813 304,188
1,529,065 1,520,940
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*  The above-mentioned expenses were allocated as follows:

2017 2016
D D

Motor 673,503 690,434

Marine and transportation 39,556 53,050

Fire and other property damages 117,573 113,308

Other insurance 30, 789 28,431

Credit 12,906 17,354

Medical 217,695 183,081

Life 131,230 131,094

Total 1,223,252 1,216,752

32. General and Administrative Expenses
This item consists of the following:
2017 2016
JD JD
Rent 16,923 19,967
Printing and stationery 47,138 46,200
Advertising and marketing 24,794 21,503
Bank charges 18,349 16,931
Water, electricity and heating 43,897 55,584
Maintenance 24,618 22,717
Post and telephone 23,325 20,963
Stamps 1,426 1,467
Hospitality 17,579 16,224
Lawyers’ expenses and fees 18,135 16,079
Subscriptions 28,638 20,672
Tender fees 11,434 7,251
Sales tax 101,718 82,718
Insurance Commission fees 120,981 115,395
Donations 3,250 6,000
Cars expenses 5,789 5,184
Professional fees 57,916 67,662
Travel and transportation of Board members 36,594 10,106
Property tax 29,189 25,050
Credit rating 24,146 23,353
Other expenses 83,310 82,997
Total 739,149 684,023
Total General and Administrative Expenses
Allocated to Underwriting Accounts * 591,319 547,218
Total General and Administrative Expenses

Unallocated to Underwriting Accounts 147,830 136,805
739,149 684,023
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*

33.

The above-mentioned expenses were allocated as follows:

2017 2016

Jb jD
Motor 325,571 310,514
Marine and transportation 19,121 23,858
Fire and other damages 56,835 50,959
Other insurance 14,884 12,786
Credit 6,239 7,805
Medical 105,233 82,338
Life 63,436 58,958

591,319 547,218

Earninas per Share for the Year

34,

Earnings per share Is calculated by dividing profit for the year by the number of shares.
The details are as follows:

2017 2016
D D
Income for the year 450,864 620,965
Number of shares 8,000,000 8,000,000
Earnings per Share for the Year 0/056 0/078

Cash and Cash Equivalents

The details of this item are as follows:

December 31,

2017 2016
Jb D
Cash on hand and at banks 705,862 1,431,785
Add: Deposits at banks maturing within three months 5,395,587 5,669,518
6,101,449 7,101,303

Transactions with Related Parties

35,

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,

The following is a summary of the transactions with related parties during the year:
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Total

December 31, 2017 December 31,
Top
Major Board Executive
Shareholders  Members Management 2017 2016
D 1D D JD D
Statement of Financial Position Items:
Accounts receivable 1,243 143,109 - 144,352 315,153
Accounts payable - 186,144 - 186,144 69,242
Income Statement Items:
Premiums 69,347 1,236,467 877 1,306,691 1,963,525
Compensation 126 1,222,805 - 1,222,931 1,689,330
Salaries and rewards - 32,800 292,937 325,737 290,776
Travel and transportation aliowance - 3,794 7,479 11,273 20,958
The following is a summary of the benefits (salaries, bonuses, and other benefits for executive
management:
December 31,
2017 2016
DPescription , b D
Salaries, rewards and other benefits 300,416 301,415
Rewards, transportation, and accommodation allowances
for Board members 36,594 10,319

337,010 311,734

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:

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

b. _ Credit risk and concenfration 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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c.  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 adeguate
cash balance as well as balances that can be readily liquidated to face risks.

d. 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 responsibie 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 monitoring 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 information is
presented and explained to the Board of Directors and the committees emanating from

it.

1. Insurance Risks

a. _ Insurance Risk
The risks of any insurance contract represent probability of occurrence of the insured
incident and uncertainty of the claim amount related to that incident. This is due to the
nature of insurance policies, whereby risks are volatile and unpredictable. Moreover, the
probability theory for pricing and reserve can be applied because insurance events are
not stable and vary from year to year. Consequently, estimates might differ from their
respective statistics.

Studies showed that the more similar insurance contracts are, the closer the
expectations to actual loss are. Moreover, diversifying insurance risks decreases the
insurance loss.

Frequency and Amount of Claims

The frequency and amounts of claims can be affected by several factors. The main
insurance business for the Company is insurance against fire, general accidents,
liabilities, motor, marine, aviation, medical and life.
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Property and Liability Insurance:
Property and liability insurance is designed to compensate policyholders for the damages to
their properties, owing to several key risks, as well as other additional risks such as loss of

profits and foregone income.

These insurance contracts are underwritten based on the market or replacement values of
the insured property and its content.

The volume of claims from realizing these risks is addressed through entering into reinsurance
agreements with international reinsurers,

Motor:
The purpose of motor insurance is to compensate the policyholders for the damage or loss

that might happen to their motors or the legal liability towards others emerging from
accidents.

As for motor insurance, the main risks represent compensations for death, physical injuries,
replacing or repairing cars, or the legal liability towards others.

The Company’s losses exceeding JD 53,000 during the year 2017 and JD 53,571 during the
year 2016 were covered by reinsurers. The Company also transfers some of these risks to

other local insurance companies,

Marine and Transportation:
Marine insurance is designed to compensate policyholders or related beneficiaries for loss,

deterioration, or damage to marine, land, or air freight, as well as related partial or total loss.

The underwriting strategy for the marine and transport sector is to ensure that polices are
well-diversified in terms of insured vessels and shipping routes,

The volume of claims from the realizing of these risks is addressed through reinsurance
agreements with international reinsurers.

Medical Insurance:

Medical insurance includes compensation to the insured when damage is caused by iliness or
injury, resulting In the provision of fixed financial benefits or benefits in the form of
compensation or a combination of both,

The Company resorts to external reinsurers to mitigate this risk.
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b. Development of claims:
The tables below show actual claims (based on management’s estimates at the end of
the year) in comparison with the expectations for the past four years based on the year
in which the motor tnsurance claims were reported, as well as the year in which general
insurance and life insurance were underwritten. The details are as follows:

Motor Insurance - Gross;

2013 and
The year incident occurred before 2014 2015 2016 2017 Total
i D 10 1D 1D 1D
At the year - end 24,533,140 7,999,025 8,485,475 8,449,250 9,294,915
After one year 24,344,920 8,040,582 8,443,807 9,234,111 -
After two years 23,891,865 7,738,240 8,296,674 -~ -
After three years 23,627,633 7,414,282 - - -
After four years 29,265,304 - - - -

Current estimates of accumulated claims 29,265,304 7,414,282 8,296,674 9,234,111 9,294,915 63,505,286
Cumulative payments 28,801,182 7,069,687 7,573,853 7,719,197 5,865,976 57,029,895

Commitments as in the statement of
financial position
Surplus in the provision estimate

464,122 344,595 722,821 1,514,914 3,428,939 6,475,391
- 584,743 188,801  (784,861) -

Marine Insurance:

2013 and
The year incident cccurred before 2014 2015 2016 2017 Total
iD 1D iy D D 1D
£
At the year end 1,417,408 19,579 29,205 129,843 58,151
After one vear 952,783 19,194 29,691 122,678 -
After two years 973,287 19,194 29,677 - -
After three years 969,079 19,194 - - -
After four years 965,394 - - - -
Current estimates of accumulated claims 965,394 19,194 29,677 122,678 58,151 1,195,094
Cumulative payments 913,558 19,194 24,742 121,462 42,786 1,121,743
Commitments as in the statement of
financial position 51,836 - 4,935 1,216 15,365 73,351

{Deficit)Surplus in the provision estimate - 385 (473) 7,165 -
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Fire and other Insurance:

The year incident occurred

At the year end

After one year

After two years

After three years

After four years

Current estimates of accumulated claims

Cumulative payments

Commitments as In the statement of
financial position

(Deficit)Surpius in the provision estimate

Credit Insurance:

The year incident occurred

At the year end

After one year

After two years

After three years

After four years

Current estimates of accumulated claims

Cumulative payments

Commitments as in the statement of
financial position

(Deficit)Surplus in the provision estimate

General Insurance:

The year incident occurred

At the year end
After one year
After two years
After three years

After four years
Current estimates of accumulated claims

Cumufative payments

Commitments as in the statement of
financial position

Surpius (Deficit) in the provision
estimate

2013 and
before 2014 2015 2016 2017 Total
JD JD D D D D
8,915,000 202,965 320,333 66,418 1,150,784
8,828,557 191,801 313,566 86,932 -
8,152,431 185,905 311,933 - -
8,048,623 187,264 - - -
8,018,709 - - - -
8,018,709 187,264 311,933 86,932 1,150,784 9,755,622
6,450,051 173,362 293,660 80,613 77,149 7,074,835
1,568,658 13,902 18,273 6,319 1,073,635 2,680,787
- 15,701 8,400 (20,514} -
2013 and
before 2014 2015 2016 2017 Total
1D D 1D Jb D JD
- - 515,271 109,100 529,093
- - 515,271 259,157 -
- - 522,779 - -
- - 522,779 259,157 529,093 1,311,029
- - 522,779 154,557 334,995 1,012,331
- - - 104,600 194,098 298,698
- - (7,509) (150,057) -
2013 and
before 2014 2015 2016 2017 Total
D D D ile D o
3,169,757 24,299 116,257 24,903 3,145,786
3,200,076 24,261 40,531 24,805 -
3,149,327 21,700 37,210 - -
2,867,671 21,693 - - -
2,855,590 - - - -
2,855,590 21,693 37,210 24,805 3,145,786 6,085,084
2,090,564 20,961 36,207 22,098 14,909 2,184,739
765,026 732 1,003 2,707 3,130,877 3,900,345
- 2,603 79,046 a8 -
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Medical Insurance:
The year incident occurred

At the year - end

Current estimates of accumulated claims

Cumulative payments
Commitments as in the statement of
financial position

Surplus in the provision estimate

Life Insurance:

The year incldent occurred

At the year end
Current estimates of accumulated claims

Cumulative payments

Commitments as in the statement of
financial position

Surpius tn the provision estimate

2013 and
before 2014 2015 2016 2017 Total
D 1D b JD 1D JD
1,943,464 2,428,559 2,857,102 2,616,225 2,823,295
1,943,464 2,428,559 2,857,102 2,616,225 2,823,295 12,668,645
1,943,464 2,428,559 2,857,102 2,616,225 2,320,759 12,166,109
_ - - - 502,536 502,536
2013 and
before 2014 2015 2016 2017 Total
iin) D JD b D D
1,058,827 395,478 711,729 718,730 384,548
1,058,827 395,478 711,729 718,730 384,548 3,269,312
1,058,827 395,478 711,729 718,730 - 2,884,764

- 384,548 384,548

C. Concentration of Insurance Risk

The Company distributes the Concentration of Insurance Risk according to Insurance

type, including the insurance amounts covered by this type.

Concentration of Liabilities according to the insurance type is as follows:

Insurance Type
Motor

Marine

Fire and Others
General Accidents
Credit

Medical

Life

2017 2016
Total Net Total Net
JD JD JD D
12,473,360 11,139,028 12,131,104 10,802,378
222,746 43,241 301,153 54,161
3,796,299 169,612 2,604,537 108,634
4,259,355 317,255 1,119,286 284,861
332,231 (12,347) 136,792 (660}
2,249,292 1,410,140 1,774,831 737,378
1,196,298 792,585 1,361,168 721,970
24,529,581 13,859,514 19,428,871 12,708,722
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Concentration of the assets, liabilities and items off the financial position according to
the geographical and sectorial distribution is as foliows:

2017 2016
Items off
the Items
Statement Qutside the
of Financial Financial
Assets Liabilities Position Assets Liabilities Pasition
D o 1D D i[») D
According to geographical area:
Inside Jordan 27,519,009 17,648,630 364,087 27,002,848 16,277,520 242,740
Other Middle East countries 837,133 250,945 - 308,394 609,665 -
Europe 497 991 429,299 - 792,209 458,750 -
28,854,133 18,328,874 364,087 28,103,451 17,345,935 242,740

Concentration of accounts receivable (before impairment provision) and accounts
payable according to sector is as follows:

2017 2016
Items off
the . Iteims
Statement Outside the
of Financiai Financial
Assets Liabilitles Position Assets Liabilities Position
D D b iln) 1D D

According to the sector:
Public 2,284 799 - 2,336 1,633 -
Private:
Firms and Corporations 6,686,044 3,014,923 364,087 5,320,451 3,244,786 242,740
Individuals 1,041,356 267,867 787,318 296,108 -

7,729,684 3,283,589 364,087 6,110,105 3,542,527 242,740

D. Re-insurance Risk:
In common with other insurance companies, to minimize financial exposure arising from
large claims, the Company, in the normal course of business, enters into agreements
with other parties for reinsurance purposes.

To minimize its exposure to significant losses from reinsurance insolvencies, the
Company evaluates the financial condition of its reinsurance companies and monitors
concentrations of credit risk arising from similar geographic regions, activities or
economic characteristics of the reinsurance companies. Ceded reinsurance contracts do
not absolve the Company from its obligations to policyholders. Consequently, the
Company remains liable for the portion of outstanding reinsured ciaims to the extent
that the reinsurer fails to meet the obligations under the reinsurance agreements.
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E. Sensitivity of Insurance Risks
The following table shows the effect of a reasonably possible change in the premium
rates on the statement of income and shareholders' equity, with all other variables held

constant:
Effect on
Effect on Effect on Profit  Sharehoider’s
Insurance Type Percentage Premiums before Tax Equity *
% D D 1D

Life 5 114,271 25,165 19,125
Motor 5 586,470 527,043 400,553
Marine and Transportation 5 34,444 4,961 3,771
Fire and Others 5 102,380 7,151 5,439
Others 5 26,811 4,870 3,701
Credit 5 11,238 547 416
Medical 5 189,563 73,211 55,640
1,065,177 642,948 488,640

* Net after deducting tax income,
If there is a negative change, the effect is equal to the above change with the opposite sign.

The following table shows the effect of a reasonably possible change in the cost of
compensation (net of recoveries) on the statement of income and sharehoiders' equity, with

all other variables held constant: :

Effect on
Effect on Effect on Profit  Shareholder’s
Insurance Type Percentage Premiums before Tax Equity *
% ID D iD

Life 5 22,650 (21,463) (16,312)
Motor 5 444,161 (448,576) {340,918)
Marine and Transportation 5 393 {336) {255)
Fire and Others 5 2,900 (52,228) {39,693)
Others 5 3,121 (31,000) {23,560)
Credit 5 644 (333) (253)
Medical 5 46,716 (54,775) {41,629)
520,585 {608,711} {462,620)

* Net after deducting tax income

If there is a negative change, the effect is equal to the above change with the opposite
sign.

2. Financial Risks:
The risks to which the Company is exposed arise from insufficient returns on

investments to finance liabilities resulting from insurance contracts and investments.

Moreover, the Company adopts financial policies for managing the various risks within
a specific strategy. The Company’s management also monitors and controls risks and
optimizes the strategic allocation of both financial assets and financial liabilities. These
risks include interest rate risks, credit risks, foreign currency rates risks, and market

risks,

The Company follows the hedging policy for both financial assets and financial liabilities,
as needed, that is hedging against expected future risks.
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A~

Market Risks:
Market risks are irregular risks and risks that vary by industry. These risks include

price risks, business potential, and competition. This type of risks can be minimized
by diversifying the Company’s investment portfolio.

The risk can be estimated by standard deviation If the expected return on investment
is equal, and if it is not equal, the difference coefficient is calculated for each
investment, by dividing the standard deviation by the expected return for each
investment. The lower the standard deviation, the lower the risk level.

Interest Rate: :
Interest rate risks relate to long-term bank deposits, bonds, and other deposits.

Moreover, the Company always seeks to reduce this risk through monitoring changes
in market interest rates.

Interest rate risk relates to interest rate on fixed deposits with banks and overdrafts.
As of December 31, 2017, the interest rate on bank deposits ranged from 3/3% to 5%
annually on the 1D deposits.

The table below shows the sensitivity to exposure to interest rates on deposits at the
balance sheet date. The analysis below has been prepared on the assumption that the
amount of deposits outstanding at the balance sheet date was valid for the entire
financlal period. As increase or decrease of 1% is used, which represents the
management’s assessment of the likely and acceptable change in interest rates.

+ 1% - 1%

For the year ending For the year ending
December 31, December 31,
2017 2016 2017 2016
D D D D

Profit for the year 81,018 87,353  (81,018) (87,353)

Shareholders’ Equity 81,018 87,353 (81,018) (87,353)

C-

Foreign Currency Risks:
The Company’'s main operations are in Jordanian Dinar. Moreover, currency risk

relates to the changes in currency rates that apply to foreign currency-denaominated
payments. As for US Dollar transactions, the Company’s management believes that
the foreign currency risk associated with the US Dollar is immaterial because the
Jordanian Dinar (functional currency of the Company) is pegged to the US Dollar.

Liquidity Risk:
Management follows an appropriate risk management system for short-and long-term

financing through maintaining appropriate reserves, actual monitoring of the expected
cash flows, and matching the maturities of financial assets and financial liabilities on
the one hand, and technical liabilities, on the other,

Liquidity risk is the risk that the Company will not be able to provide the necessary
funding to meet its obligations on their due dates. In order to ward off these risks, the
management diversifies sources of funds, manages assets and liabilities, matches
their maturities and maintains suffictent cash and cash equivalents and tradeable
securities.
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- The following table illustrates the maturities of financial liabilities (on the

remaining period to maturity since the financial statements date):

basis of the

Less than Month-3 3 Months- 6 Months- 1Year- Morethan  Without
December 31, 2017 One Month Months 6 Months 1 Year 3 Years 3 Years Maturity Total
D D D D D D D JD

Liabilities:
Account payable - 1,205,524 - “ - - - 1,205,524
Accrued expenses 40,270 - - - - - - 40,270
Re-Insurance payables - 2,078,065 “ - - - - 2,078,065
Income tax provision - - - 26,788 - - - 26,788
End-of-service compensation

Provision - - - - - - 85,653 85,653
Deferred tax liabilities - - - - - - 150,337 150,337
Other liabilities 256,320 - - - - - 256,320
Total 296,590 3,283,589 - 26,788 - - 235,990 3,842,957
Total Assets 6,546,577 3,394,518 - 8,384,847 157,957 1,404,202 8,966,032 28,854,133

December 31, 2016

Liabilities:
Account payable - 1,030,214 - - - - - 1.030.214
Accrued expenses 47,642 - - - - - - 47,642
Re-insurance payables - 2,512,313 - - - - - 2,512,313
Income tax provision - - - 54,066 - - - 54,066
End-of-service compensation

Provision - - - - - - 108,677 108,677
Deferred tax liabilities - - - - - - 121,388 121,388
Other ltabilities 228,329 - - - - - - 228,329
Total 275,971 3,542,527 - 54,066 - - 230,065 4,102,629
Total Assets 6,136,013 2,549,425 195,549 9,368,894 - 845315 9,008,255 28,103,451

E- Credit Risks:
These risks arise from the other parties’ inability to fulfil their liabilities. These risks

relate to the following:

1- Reinsurers.
2- Policyholders.

3- Insurance brokers.

To reduce credit risks, the Company performs the following:
1- Sets credit limits for brokers and agents.

2- Controls receivables.
3- Sets up reinsurance policies with other solvent parties.
4- Keeps the Company’s cash balances with local and international banks.
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37. Key sector analysis
A. Business segment information
For administrative purposes, the Company was organized into two sectors:

- The General Insurance Sector: includes motor, fire and other damages to property, and
liability.

- Life Insurance Sector.

- These two sectors represent the basis on which the Company presents the information
on the key sectors. The two sectors above also include investments and cash
management for the Company’s account. Transactions among the business segments
are based on the same terms used for others.

B. Geographical Distribution Information
This represents the geographical distribution of the Company'’s business. The Company
carries out its activities in the kingdom, which represent the local business.

Inside Jordan Outside Jordan Total
December 31, December 31,  December 31,
2017 2016 2017 2016 2017 - 2016
D D D D D D
Total Assets 27,519,008 27,002,848 1,335,125 1,100,603 28,854,133 28,103,451
Total Revenue 14,671,904 13,468,027 820,481 909,563 15,492,385 14,377,590
Capital Expenditures 119,383 44,449 - - 119,383 44,449

38. Capital Management:
The Company’s objectives with respect to the management of capital are as follows:

A. Abiding with the insurance Company’s minimum capital prescribed by the Jordanian
Insurance Law, which states the existing Company’s capital prior o the coming into force
of the law. According to the provisions of this law, the Company has been licensed to
conduct all types of General Insurance, jointly and severally, for JD 4 million.

B. Ensuring the continuity of the Company and its ability to provide shareholders with
profitable returns on capital.

c. Providing the appropriate return to shareholders through the pricing of insurance
contracts commensurate with the risks related to such contracts.

D. Complying with the instructions of the Insurance Commission relating to the solvency
margin.
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E.

Total capital maintained and minimum capital required under

The table below summarizes the Company’s capital and the minimum capital required:

the Jordanian Insurance Law

December 31, 2017 and 2016:

Primary Capital:
Paid-up capital
Statutory reserve
Voluntary reserve
Retained earnings

Supplementary Capital:
" Financial assets cumulative change in fair value
Increase in investment properties fair value

Additionat capital

Total Regulatory Capital (a)
Total Capital Required (b)
Margin of Solvency (a) / {(b)

- BQ -

December 31,

2017 2016
D 1D
8,000,000 8,000,000

F. The following table shows the Company’s capital and soivency margin ratio as of

For the Year Ended
December 31,
2017 2016
JD D

8,000,000 8,000,000
1,214,815 1,159,299
174,717 174,717
1,249,575 1,454,227
10,639,107 10,788,243
(113,848) (30,727)
(113,848) (30,727)
10,525,259 10,757,516
5,964,158 5,715,343
176/48% 188/22%




39. Assets and Liabilities Maturities

The following table shows the analysis of assets and liabilities according to their expected

period of recovery or settiement:

December 31, 2017
Assets
Deposits at banks

Financial assets at fair value through statement of

income
Financial assets at fair value through comprehensive

income

Financial assets at amortized cost

Investment property

Life insurance policyholders’ loans

Cash on hand and at banks

Checks under collection

Receivables - net

Re-Iinsurance and insurance companies’ accounts
receivable

Deferred tax assets
Property and equipment — net
Intangible assets - net
Other assets
Total Assets
Liabilities
Unearned premiums reserve — net
Claims reserve - net
Mathematical reserve — net
Payables
Accrued expenses
Re-insurance and insurance companies’ accounts
payable
End-of-service provision
Provision for income tax
Deferred tax liabilities
Other liabilities
Total Liabilities
Net
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Within One More than
Year One Year Total
D D JD
8,101,822 - 8,101,822
1,322,935 - 1,322,935
- 2,585,066 2,585,066
- 1,562,159 1,562,159
- 2,229,975 2,229,975
- 21,608 21,608
705,862 - 705,862
1,368,890 - 1,368,890
5,272,348 - 5,272,348
1,554,085 - 1,554,085
- 544,038 544,038
- 2,619,736 2,619,736
- 100,214 100,214
- 865,395 865,395
18,325,942 10,528,191 28,854,133
6,427,108 - 6,427,109
3,711,535 3,711,537 7,423,072
- 635,736 635,736
1,205,524 - 1,205,524
40,270 - 40,270
2,078,065 - 2,078,065
- 85,653 85,653
26,788 - 26,788
- 150,337 150,337
256,320 - 256,320
13,745,611 4,583,263 18,328,874
4,580,331 5,944,928 10,525,259




December- 31, 2016

Assets

Deposits at banks

Financial assets at fair value through statement of income

Financial assets at fair vatue through comprehensive
income

Financial assets at amortized cost
Investment property

Life insurance policyholders’ loans
Cash on hand and at banks
Checks under collection
Receivables - net

Re-insurance and insurance companies’ accounts
Receivable

Deferred tax assets
Property and equipment — net
Intangible assets - net
Other assets .
Total Assets

Liabilities
Unearned premiums reserve — net
Claims reserve - net
Mathematical reserve — net
Payables
Accrued expenses
Re-insurance and insurance companies’ accounts
payable .
End-of-service provision
Provision for income tax
Deferred tax liabilities
Other liabilities
Total Liabilities
Net

40. Lawsuits against the Company:

Within One  More than
Year One Year Total
iD D JD
8,735,289 - 8,735,289
1,172,327 - 1,172,327
- 2,694,436 2,694,436
- 933,294 933,294
- 2,283,255 2,283,255
- 17,679 17,679
1,431,785 - 1,431,785
1,685,055 - 1,685,055
4,636,501 - 4,636,501
588,924 - 588,924
- 503,304 503,304
- 2,736,419 2,736,419
- 7,493 7,493
.- 677,690 677,690
18,249,881 9,853,570 28,103,451
5,669,457 - 5,669,457
3,502,483 3,502,483 7,004,966
- 568,883 568,883
1,030,214 - 1,030,214
47,642 - 47,642
2,512,313 - 2,512,313
- 108,677 108,677
54,066 - 54,066
- 121,388 121,388
228,329 - 228,329
13,044,504 4,301,431 17,345,935
5,205,377 5,552,139 10,757,516

There are lawsuits against the Company claiming compensation on various accidents.
Moreover, the lawsuits at courts with determined amounts totaled JD 14,470,266 as of
December 31, 2017. These lawsuits include a lawsuit for JD 12,639,041, In this lawsuit,
the other party claims damages resulting from a fire accident. In this regard, the
Company’s share does not exceed 2.5% of the claim amount should any liability from
this claim arise. In the opinion of the Company’'s management and its lawyer, these
damages are not covered by the Company’s insurance policy. Consequently, the other
party has absolutely no right to the said damages. In this respect, the Company has
taken adequate provisions against any liabilities that might arise therefrom. In the
opinion of the Company’s management and its lawyer, no liabilities in excess of the

provislons within the net claims provision shall arise.

There are lawsuits by the company against third parties, the total estimated lawsuits
amounted to JD 908,500 as of December 31, 2017 (ID 753,740 as of December 31,

2016).
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41. Contingent Liabilities

The Company had contingent liabilities against bank guarantees of JD 364,087 as of
December 31, 2017 with cash deposits of JD 1600, '

42, Fair Value Levels

A)  Fair value financial assets measured at fair value on a recurring basis:

Some of the financial assets are measured at fair value at the end of the financiat period.
The following table shows how the fair value of these financial assets is determined.
{evaluation technigues and key inputs).

Fair Value
Relationship
between
Significant
Fair Methods of Significant Intangible
Value Evaluation and Intangible Inputs and Fair
Financlal Assets December, 31 Level Inputs Used Inputs Value
2017 2016
Financial assets at fair value: o D
Financial assets at fair value through
Statement of income:
Quoted shares 1,322,935 1,172,327 ievel1 As Stock Market Not Applied  Not Applied
Financial assets at fair value through
comprehensive income:
Quoted shares 2,451,866 2,561,236 Level 1l As Stock Market Not Applied Not Applied
Quoted investment fund 70,900 70,900 Level 1  As Stock Market Not Applied Not Applied
Unguoted shares 62,300 62,300 Level 2 At Cost Not Applied Not Applied
2,694,436 2,585,066
Total of Financial Assets at Falr Value 3,908,001 3,866,763

There were not any transfers between Level 1 and Level 2 during the year 2017,2016,

B) Financial Assets and Financial Liabilities Not Measured at Fair Value on a Recurring

Except as shown in the table below, we believe that the carrying amount of the financial
assets and financial liabilities at fair vaiue in the Company’s financial statements
approximates their fair value because of their short-term maturity or repricing of

interest during the year.

December 31, 2017

December 31, 2016

Financial assets not determined

at fair value

Deposits at banks

Financial assets at amortized cost

Property Investment
Total

Fair value
Book vaiue  Falr value  Book value  Fair value level
D D D D
8,101,822 8,183,882 8,735,289 8,804,857 Level 2
1,562,159 1,593,812 1,004,194 1,015,358 Level 2
2,229,975 2,398,850 2,283,256 2,366,626 Level 2
11,893,956 12,176,544 12,022,739 12,186,841

For the items listed above, fair value of Level 2 financial assets at fair value has been
determined according to the agreed pricing models, which reflect the insurance risk of

the dealt with parties
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43, Application of new and revised International Financial Reporting Standards

(IFRS)
a. New and revised IFRSs applied with no material effect on_the financial
statements

The following new and revised IFRSs, which became effective for annual periods
beginning on or after January 1, 2017, have been adopted in these financial statements.

Amendments to IAS 12 Income Taxes Recognition of Deferred Tax Assets for
Unrealised Losses

The Company has applied these amendments for the first time in the current year. The
amendments clarify how an entity should evaluate whether there will be sufficient future
taxable profits against which it can utilise a deductible temporary difference.

The application of these amendments has had no impact on the Company’s financial
statements.

Amendments to IAS 7 Disclosure Initiative
The Company has applied these amendments for the first time in the current year. The
amendments require an entity to provide disclosures that enable users of the financial
statements to evaluate changes in liabilities arising from financing activities, inciuding
both cash and non-cash changes, the application of these amendments has had no
impact on the Company’s financial statements.

Annual Improvements to IFRS Standards 2014~2016 Cycle — Amendments_to
IFRS 12
The Company has applied the amendments to IFRS 12 included "in the Annuai

Improvements to IFRSs 2014-2016 Cycle for the first time in the current year. The other
amendments included in this package are not yet mandatorily effective and they have
not been early adopted by the Group {see note 43 - b).

IFRS 12 states that an entity need not provide summarised financiat information for
interests in subsidiaries, associates or joint ventures that are classified (or included in a
disposal group that is classified) as held for sale. The amendments clarify that this is the
only concession from the disclosure requirements of IFRS 12 for such interests.

The application of these amendments has had no effect on the Company’s financial

statements as none of the Group’s interests in these entities are classified, or included
in a disposal group that is classified, as held for sale.
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b.

New and revised IFRS in issue but not yet effective
The Company has not yet applied the following new and revised IFRSs that have been
issued but are not yet effective:

Annual Improvements to IFRS Standards 2014 — 2016 Cycle amending IFRS 1
and IAS 28

The improvements include the amendments on IFRS 1 and IAS 28 and they are effective
for annual periods beginning on or after January 1, 2018,

Annual Improvements to IFRS Standards 2015-2017
The improvements include the amendments on IFRS 3, IFRS 11, IAS 12 and IAS 23 and
they are effective for annual periods beginning on or after January 1, 2018,

IFRIC 22 Foreign Currency Transactions and Advance Consideration
The interpretation addresses foreign currency transactions or parts of transactions
where:

» there is consideration that is denominated or priced in a foreign currency;

« the entity recognises a prepayment asset or a deferred income liability in respect
of that consideration, in advance of the recognition of the related asset, expense
or income; and

+ the prepayment asset or deferred income liability is non-monetary.

The interpretation is effective for annual periods beginning on or after January 1, 2018,

IFRIC 23 Uncertainty over Income Tax Treatments

The interpretation addresses the determination of taxable profit (tax loss), tax bases,

unused tax losses, unused tax credits and tax rates, when there is uncertainty over

income tax treatments under IAS 12. It specifically considers:

« Whether tax treatments should be considered collectively;

e Assumptions for taxation authorities’ examinations;

e The determination of taxable profit (tax loss), tax bases, unused tax losses,
unused tax credits and tax rates; and

« The effect of changes In facts and circumstances.

The interpretation is effective for annual periods beginning on or after January 1, 2019.

Amendments to IFRS 2 Share Based Payment
The amendments are related to classification and measurement of share based payment
transactions and they are effective for annual periods beginning on or after January 1,

2018,

Amendments to IFRS 4 Insurance Contracts
The amendments relating to the different effective dates of IFRS 9 and the forthcoming
new insurance contracts standard and they are effective for annual periods beginning on

or after January 1, 2018.

Amendments to IAS 40 Investment Property

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

The Amendments are effective for annual periods beginning on or after January 1, 2018.
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Amendments to IAS 28 Investment in Associates and Joint Ventures

The amendments are related to long-term interests in associates and joint ventures. These
amendments clarify that an entity applies IFRS 9 Financial Instruments to long-term interests
in an associate or joint venture that form part of the net investment in the associate or joint

venture but to which the equity method is not applied.

The Amendments are effective for annual periods beginning on or after January 1, 2019.

IFRS 16 Leases

IFRS 16 specifies how an IFRS reporter will recognise, measure, present and disclose leases.
The standard provides a single lessee accounting model, requiring lessees to recognise assets
and liabilities for all leases unless the lease term is 12 months or less or the underlying asset
has a low value. Lessors continue to classify leases as operating or finance, with IFRS 16's
approach to lessor accounting substantialty unchanged from its predecessor, IAS 17.

The Company will apply IFRS 16 in the effective date which is the annual periods beginning
on or after January 1, 2019 The Company is in the process of evaluating the impact of IFRS
16 on the Company's financial statements.

Amendments to IFRS 9 Financial Instruments

The amendments are related to prepayment features with negative compensation. This
amends the existing requirements in IFRS 9 regarding termination rights in order to allow
measurement at amortised cost (or, depending on the business model, at fair vaiue through
other comprehensive income) even in the case of negative compensation payments.

The Amendments are effective for annual periods beginning on or after January 1, 2019,

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

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

instruments.

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

. Classification and measurement: Financial assets are classified by reference to the
business model within which they are held and their contractual cash flow
characteristics. The 2014 version of IFRS 9 introduces a 'fair value through other
comprehensive income’ category for certain debt instruments. Financial liabilities are
classified in a similar manner to under TAS 39, however there are differences in the
requirements applying to the measurement of an entity's own credit risk,

. Impairment: The 2014 version of IFRS 9 introduces an ‘expected credit loss' modei

for the measurement of the impairment of financial assets, so it is no longer necessary
for a credit event to have occurred before a credit loss is recognised
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« Hedge accounting: Introduces a new hedge accounting model that is designed to be
more closely aligned with how entities undertake risk management activities when

hedging financial and non-financial risk exposures.

. Derecognition: The requirements for the derecognition of financial assets and
liabilities are carried forward from IAS 39.

The Company adopted IFRS 9 (phase 1) that was issued in 2009 related to classification and
measurement financial assets, the company will adopt the finalised version of IFRS 9 from the
effective date of January 1, 2018; apply it retrospectively and recognize the cumulative effect
of initially applying this standard as an adjustment to the opening balance of retained earnings
in implementation year.

IFRS 15 Revenue from Contracts with Customers

in May 2014, IFRS 15 was issued which established a single comprehensive model for entities
to use in accounting for revenue arising from contracts with customers. IFRS 15 will
supersede the current revenue recognition guidance including IAS 18 Revenue, IAS 11
Construction Contracts and the related interpretations when it becomes effective.

The core principle of IFRS 15 is that an entity should recognize revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. Specifically,
the standard introduces a 5-step approach to revenue recognition:

Step 1: Identify the contract(s) with a customer.
Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.
Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the entity satisfies a performance obligation.

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

IFRS 15 may be adopted retrospectively, by restating comparatives and adjusting retained
earnings at the beginning of the earliest comparative period, ~ Alternatively, IFRS 15 may be
adopted as of the application date on January 1, 2018, by adjusting retained earnings at the
beginning of the first reporting year (the cumulative effect approach).

The Company intends to adopt the standard using the cumulative effect approach, which
means that the Company will recognize the cumulative effect of initially applying this standard
as an adjustment to the opening balance of retained earnings of the annual reporting period
that includes the date of initial application. The Company is continuing to analyze the impact
of the changes and its impact will be disclosed in the first financial statements as of December
31, 2018 that includes the effects of it application from the effective date.
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Amendments to IFRS 15 Revenue from Contracls with Customers

The amendments are to clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing) and to provide some
transition relief for modified contracts and completed contracts.

The Amendments are effective for annual periods beginning on or after January 1, 2018.

Amendments to IFRS 7 Financial Instruments: Disclosures
The amendments are related to disclosures about the initial application of IFRS 9. The
Amendments are effective when IFRS 9 is first applied

IFRS 7 Financial Instruments: Disclosures

The amendments are related to the additional hedge accounting disclosures (and
conseguential amendments) resulting from the introduction of the hedge accounting chapter
In IFRS 9. The Amendments are effective when IFRS 9 is first applied

IFRS 17 Insurance Contracts

IFRS 17 requires insurance liabilities to be measured at a current fulfiliment value and provides
a more uniform measurement and presentation approach for ali insurance contracts. These
requirements are designed to achieve the goal of a consistent, principle-based accounting for
insurance contracts. IFRS 17 supersedes IFRS 4 Insurance Contracts as of January 1, 2021.

Amendments to IFRS 10 Consolidated Financial Statements and IAS 28 Investments

in Associates and Joint Ventures {2011)
The amendments are related to the treatment of the sale or contribution of assets from and

Investor to its associate or joint venture.
The Amendments effective date deferred indefinitely and the adoption is still permitted.

Management anticipates that these new standards, interpretations and amendments will be
adopted in the Company / Group’s financial statements as and when they are applicable and
adoption of these new standards, interpretations and amendments, except for IFRS 9 and
IFRS 15 as highlighted in previous paragraphs, may have no material impact on the financial
statements of the Company in the period of initial application.

Management anticipates that IFRS 15 and IFRS 9 will be adopted in the Company’s financial
statements for the annual period beginning January 1, 2018 and that IFRS 16 will be adopted
in the Company’s financial statements for the annual period beginning January 1, 2019.
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