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Independent Auditor's Report
AM/ 81593

To the Shareholders of

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

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Al Nisr Al Arabi Insurance
Company (A Public Shareholding Limited Company) and its subsidiary (the
company), which comprise the consolidated statement of financial position as at
December 31, 2017, the consolidated statement of income, consolidated statement
of comprehensive income, consolidated statement of changes in equity, and
consolidated 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 consclidated financial statements present fairly,
in all material respects, the consolidated financial position of the Company as at
December 31, 2017, its consolidated financial performance, and its consolidated
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 Consolidated 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 relevant to
our audit of the Company's consolidated 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.
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Key Audit Matters
Key audit matters, i

n our professional judgment, are the most significant matters in

our audit of the consolidated financial statements of the current year. These matters
were addressed in the context of our audit of the consolidated financial statements as

a whole, and in forming our opinion thereon,

on these matters:

Technical Provisions

Technical provisions are key audit matters.
Moreover, technical provisions amounted to
approximately JD 57 million, representing
approximately 91% of liabilities as of
December 31, 2017. In addition, the
Company estimates the required technical
provisions according to the requirements of
International Financial Reporting Standards
and the requirements of regulatory bodies.
As such, technical provisions are calculated
based on the adopted accounting policies,
the Company's estimates, and historical
data on claims. The reinsurers’ share of the
technical provisions is re-calculated
according to the related signed agreement.
Furthermore, Executive Management
appoints a certified actuary and a foss
adjuster to periodically review the adequacy
of the technical provisions.

Provision for Impairment of Accounts
Receivable

The provision for impairment of accounts
recelvable is a key audit matter. It requires

the Company's management to use
assumptions to assess the collectability of
accounts receivable based on the

customers’ financial conditions and related
credit risks. The balance of accounts
receivable amounted to approximately
D 9,5 million, representing approximately
11% of the assets amount as of December
31, 2017.

The nature and characteristics of accounts

recelvable include policyholders. This
requires establishing bases and using
estimates to book the provision for

impairment in those receivables.

and we do not provide a separate opinion

Scope of Audit to Address Risks

The followed audit procedures Included
understanding the nature of the technical
provisions, understanding the design and
implementation of the adopted system of

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

provisions booked by management. This is
carried out through studying a sample of the
technical provisions and reinsurers’ share and
its methods of calculation, obtaining the
reports of the loss adjuster and the
Company's lawyer, and comparing them to
the relevant provision. In addition, the
actuary and his reports were relied on
concerning the adequacy of the technical
provisions, after reviewing his reports and

the assumptions used. Moreover, we
assessed the adequacy of disclosures on the
technical provisions in the financial
statements.

Scope of Audit to Address Risks

Our audit procedures included understanding
the nature of accounts receivable,
understanding the design and
implementation of the internal control system
adopted in following up on accounts
receivable, monitoring credit risks, and
calculating the provision. As such, we have
studied and understood the Company’s
adopted policy for calculating the provision,
evaluated the factors affecting the
calculation, as well as discussed those factors
with Executive Management. We also
selected a sample of those receivables after
taking into consideration the risks related to
the payment method and guarantees. In
addition, we discussed with management its
viewpoint on some granted receivables with
regard to the expected cash flows and
adequacy of guarantees. Meanwhile, we
recalculated the provisions to be booked and
reviewed the aging of receivables, their
movement during the year, and adequacy of
related disclosure.
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Explanatory Paragraph

The accompanying consolidated financiai statements are a transiation 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 consolidated financial statements and the
independent auditor’'s report thereon. Furthermore, we expect the annual report to
be made available to us after the date of our audit report. Our opinion on the
consolidated financial statements does not cover other information, and we do not
express any form of assurance or conclusion thereon.

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

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

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

In preparing the consoclidated financial statements, management is responsible for
assessing the Company's ability to continue as 2 going concern, disclosing, as
applicable, matters related to going concern, and using the going concern basis of
accounting uniess management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

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

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

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with ISAs will always detect a material misstatement
when it exists. Misstatements can arise from fraud or error and are 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 consolidated
financlal statements.

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

> Identify and assess the risks of material misstatement of the consolidated
financlial 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.

- 3-
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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 the Company’s interna!l 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 consolidated
financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions may cause
the Company to cease to continue as a going concern.

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

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

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

Report on Legal and Other Regulatory Requirements

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

Amman - Jordan Delfi
February 28, 2018
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December 31
Assets Note 2017 2016
1D D
Deposits at banks 4 10,236,837 10,917,740
Financlal assets at fair value through comprehensive Income 5 5,434,716 5,203,201
Financial assets at amortized cost 6 44,116,229 34,898,127
Investment in associate 7 107,934 107,934
Real estate Investments 8 940,001 940,001
Life policyholders' loans 9 5,560,148 4,504,987
Total Investments 66,395,865 56,571,990
Cash on hand and at banks 10 2,327,927 2,518,945
Checks under collection 11 760,651 963,416
Recelvables- net 12 9,018,689 7,255,973
Companies and relnsurers recelvable-debit 13 89,136 475,332
Deferred tax assets 14/c 189,059 224,149
Praperty and equipment-net 15 3,361,350 3,563,569
Intanglble assets-net 16 72,587 67,441
Other assets 17 1,286,517 1,273,226
Total Assets 83,501,781 72,914,041
ilitl ders' |
Llabllities:
Provision for unearned premiums-net 5,786,578 4,463,934
Claims provision-net 2,455,268 2,049,334
Mathematical provision-net i8 48,782,179 40,582,005
Total Insurance Contracts Llabilities 57,024,025 47,095,273
Payahles 19 1,780,220 1,610,913
Accrued expenses 356,207 358,474
Companies and reinsurers payable-credit 20 1,940,298 1,819,004
Lawsuit provision 21 201,575 201,575
Incorne tax provision a\l4 334,612 322,172
Other liabilities 22 932,059 749,561
Total Liabilities 62,568,996 52,156,972
Shareholders' Equity:
Authorized and paid-In capital 23 10,000,000 10,000,000
Additional paid-in capital 23 3,750,000 3,750,000
Statutory reserve 24 2,584,775 2,565,868
Voluntary reserve 25 1,326,652 1,326,652
Investment valuation reserve 26 474,013 98,713
Retained earnings 27 2,797,345 3,015,836
Total Equity 20,932,785 20,757,069
Tatal Liabilities and Shareholders’ Equity 83,501,781 72!914!041
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for the Year Ended
December 31,
Note 2017 2016
Revenues: o hl»}
Total underwriting premiums 34,640,623 30,613,329
Less: Re-insurers' share 5,530,188 5,266,626
Net Underwriting Premiums 29,110,435 25,346,703
Net change in unearned premiums provision (1,322,644) 107,874
Net change in mathematical provision (8,200,174) (7,295,752)
Net earned premiums revenue 19,587,617 18,158,825
Commissions revenue 581,957 576,467
Policies Issuance service fees 896,851 851,499
Revenues relating to underwriting accounts 2,298,813 1,754,238
Other revenues relating to underwriting accounts 227,346 263,749
Interest income 29 870,777 810,468
Net profit from financial assets and investments 30 58,009 65,758
Other revenues 22,279 9,868
Total Revenues 24,543,649 22,490,872
Claims, Losses and Expenses
Pald claims 12,433,866 18,179,976
Add: Matured and settled policles 4,420,813 3,358,825
Less: Recoveries (393,584) (457,792)
Reinsurers' share (2,036,156} _(7,856,327)
Net Paid Claims 14,424,939 13,224,682
Net change in claims provision 405,934 (690,078)
Distributed employee expenses 31 3,334,302 3,258,576
Distributed general and administrative expenses 32 1,226,194 1,162,257
Excess of loss premiums 104,116 140,654
Policy acquisition expenses 1,692,590 1,598,077
Other expenses related to premiums 227,939 187,703
Net claims burden 21,416,014 18,881,871
Undistributed employee expenses 31 58,539 39,473
Depreciation and armortization 16&15 302,463 298,967
Undistributed general and administrative expenses 32 105,284 102,921
(Surplus) provision for impairment in recelvables 13612 - (100,000)
Other expenses 33 78,800 244,003
Total Expenses 545,086 585,364
Profit before tax 2,582,549 3,023,637
Less: Income tax expense 14\b 581,235 494,978

Profit for the Year

2,001,314 2,528,659

0.200 0.253




AL NISR AL ARABI INSURANCE COMPANY
(PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

CONSOLIDATED STATEMETNT OF COMPREHENSIVE INCOME

For the Year Ended

December 31,
Note 2017 2016
D i3]

Profit for the year 2,001,314 2,528,659
Other Comprehensive Income Items:
Items not transferrable to the consolidated statement of income
Net change in investment valuation reserve 26 375,300 (126,616)
{Losses) from sale of financial assets at fair value through 26

comprehensive income (898) (726,053)

Total Comprehensive Income for the Year 2,375,716 1,675,990

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE

INDEPENDENT AUDITOR'S REPORT.
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CASH FLOWS FROM OPERATING ACTIVITIES:
Income for the year before tax
Adjustments:
{Gains) losses from sale of property and equipment
Depreciation and amortization
(Surplus) in provision for impairment of accounts receivable
End of service indemnity provision
Net change in provision for unearned premiums
Net change In claims provision
Net change in mathematical provisions
Cash Flows from Operating Activities befora Change In Working Capltal Items

Decrease (Increase) in Assets:
Checks under collection
Recelvables
Companies and reinsurers receivable - debit
Other assets
Increase (Cecrease) In Llabllities:
Payables
Accrued expenses
Reinsurers payable-credit
Other liabilities
Cash Flows from Operating Activities before Income Tax Pald
Income tax paid
Net Cash Flows from Operating Actlvities

CASH FLOWS FROM INVESTING ACTIVITIES:
Deposits at banks (mature after three months)
Financial assets at fair value through comprehensive income
Financial assets at amortized cost-Net
Life pelicyholders' loans
{Purchase) of property and equipment
Proceeds from sale of property and equipment
{Purchase) of Intangible assets
Net Cash Flows (used in) Investing Actlvitles

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends
Net Cash Flows (used in) Financing Activitles
Net Increase in Cash
Cash and cash equivalents - beginning of the year
Cash and Cash Equivalents - End of the Year

For the Year Ended
December 31,

Note 2017 2016
D D

2,582,549 3,023,637

33 (12,510) 1,658

15816 302,463 298,967

12813 - (100,000)
22 20,615 -

1,322,644  (107,874)

405,934  (690,078)

8,200,174 7,295,752

12,821,869 9,722,062

191,018 1,735

(1,812,669) (624,4597)

436,149  (329,548)

(1,544) (29,798)

169,307 (933)

(2,267) (83,877)

121,294 257,691

111,604 (49,158)

12,034,761 8,863,677

a\14 (533,705) __ (679,953)
11,501,056 8,183,724

1,855,780 (1,855,780)

142,887 4,092,295
(9,218,102) (5,486,247)
(1,055,161)  {935,689)

15 (80,005) (42,184)

19,575 -
16 (32,450) (24,700)

(8,367,476} _ (4,252,305)

(2,149,721) _ (2,148 896)
_(2,149,721) _ (2,148,896)
983,859 1,782,523
11,255,905 __ 9,473,382

35 __12.239.764 _ 11,255,905

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED FINANCIAL STATEMENTS
AND SHOULD BE READ WITH THEM AND WITH THE INDEPENDENT AUDITOR'S REPORT.
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I I AN PANY
I DI |
AMMAN - JORDAN
E E IN Vv
For the Year Ended

Written Premiums:
Direct business
Re-insurers’ inward business
Gross Written Premiums
Less: Local re-insurers' share
Foreign re-insurers' share

Net Written Premiums

Add; Unearned premiums provision-beginning of the year
Less: re-insurance share

Net Unearned Premiums Provision-Beginning of the Year
Add: mathematical provision-beginning of the year
Less: re-insurance share

Net mathematical Provision-Beginning of the Year

Add: Unearned premiums provision-end of year
Less: re-Insurance share

Net Unearned Premiums Provision-End of Year
Add: mathematical provision-end of year
Less: re-insurance share

Net Mathematical Provision-End of Year

Net Realized Revenues from Underwriting Premiums

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

= 13 -

Decemnber 31,

2017 2016
Ay} 0

18,082,807 16,261,848
18,082,807 16,261,848
2,176,711 1,898,872
15,906,096 14,362,976
610,491 612,837
328,181 336,978
282,310 275,859
40,582,005 33,286,253
40,582,005 33,286,253
442,613 610,491
178,231 328,181
264,382 282,310
48,782,179 40,582,005
48,782,179 40,582,005
7,723,850 7,060,773




AL NISR AL ARABI INSURANCE COMPANY

(PUBLIC SHAREHOLDING LIMITED COMPANY)
AMMAN - JORDAN

ATEMENT QF PAID CLAIM

T FOR LIFE INSURANCES

Paid claims

Matured and settled policies

Less: Local re-insurers’ share
Foreign re-insurers' share

Net Paid Claims

Add: Reported claims provision - end of the year
Unreported claims provision - end of the year
Less: Re-insurers’ share
Net Claims Provision - End of the Year
Reported

Unreported

Add; Reported claims provision - beginning of the year
Unreported claims provision - beginning of the year
Less: Re-insurers' share

Net Claims Provision - Beginning of the Year

Net Claims Paid Cost

For the Year Ended

December 31,

2017 2016
D D

2,136,981 2,103,643
4,420,813 3,358,825
- 13
1,596,636 1,470,974
4,961,158 3,991,481
1,534,667 1,218,529
350,000 350,000
1,637,692 1,307,529
246,975 261,000
186,975 201,000
60,000 60,000
1,218,529 887,013
350,000 300,000
1,307,529 827,531
261,000 359,482
4,947,133 3,892,999

THE ACCOMPANYING NOTES REPRESENT AN INTEGRAL PART OF THE CONSOLIDATED

FINANCIAL STATEMENTS AND SHOULD BE

READ WITH THEM AND WITH THE

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

(PUBLIC SHAREHQLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF UNDERWRITING PROFIT FOR LIFE INSURANCE ACTIVITIES

For the Year Ended

December 31,

2017 2016
JD D
Net revenue from the written premiums 7,723,850 7,060,773
Less: Net claims paid cost (4.947,133)  (3,892,999)

2,776,717 3,167,774

Add: Received commissions 39,676 37,558
Insurance policies issuance fees 108,083 100,909
Interest revenue from investment related to underwriting accounts 2,298,813 1,754,238
Other revenue 137,826 79,363

Total Revenue 2,584,398 1,972,068

Less: Paid commission 1,371,573 1,262,707

Excess of loss premiums .

Administrative expenses for underwriting accounts 2,710,133 2,542,046
Other expenses 184,858 177,204
Total Expenses 4,266,564 3,981,957
Net Underwriting Profit before Tax 1,094,551 1,157,885

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

INDEPENDENT AUDITOR'S REPORT.
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AMMAN - JORDAN
L E BR
December 31
ASSETS 2017 2016
o JD
Deposits at banks 7,063,418 7,009,876
Financial assets at fair value through comprehensive income 3,749,954 3,340,455
Financial assets at amortized cost 30,440,198 22,404,598
Real estate investments 648,600 599,720
Investment in an associate 74,474 68,862
Life policyholders loans 5,560,148 4,504,987
Total Investments 47,536,792 37,928,498
Cash on hand and at banks 1,606,269 1,615,952
Checks under collection 524,849 618,513
Accounts receivable-Net 1,876,433 1,708,839
Re-insurance companies' accounts recelvable 23,175 125,509
Deferred tax assets 47,264 55,987
Property and equipment 840,337 890,892
Intangible assets 18,147 16,860
Other assets 900,562 893,932
Total Assets 53,373,828 43,854,982
LIABILITIES AND HEAD OFFICE'S EQUITY
LIABILITIES:
Provision for unearned premiums - net 264,382 282,310
Claims provision - net 246,975 261,000
Mathematical provision - net 48,782,179 40,582,005
Total Insurance Contracts Liabilities 49,293,536 41,125,315
Accounts payable 445,055 402,728
Insurance companies' accounts payable 485,074 454,751
Accrued expenses 178,103 178,237
Income tax provision 262,692 275,981
Various provisions 201,575 201,575
Other liabilities 233,015 183,857
Total Llabilities 51,099,050 42,822,444
Head Office’ s equity:
Head Office's current account 1,180,227 (125,347)
Income for the year 1,054,551 1,157,885
TOTAL LIABILITIES AND HEAD QFFICE'S EQUITY 53,373,828 43,854,982

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

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN
NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS

1. General

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

b. The Company conducts all types of life and general insurance (motor, marine
transport, fire and other property damages, liability, medical and personal
accidents, and aviation).

€. Based on the minutes of the Company's Board of Directors' meeting
number (146) on October 27, 2011, it was decided not to renew the license
for the Motor Branch effective from the year 2012,

d. The accompanying consolidated financial statements were approved by the
Board of Directors on February 12, 2018.

2, Significant Accounting_Policies
Basis of Preparation of the Consolidated Financial Statements

- The consolidated financial statements have been prepared according to the
standards issued by the International Accounting Standards Board and the
forms prescribed by the Jordan Insurance Commission.

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

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

- The accounting policies adopted for the current year are consistent with those
applied in the year ended December 31, 2016, except for what is mentioned
in Note (44.a).

Basis of Consolidating the Consolidated Financial Statements

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

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

Devetopment

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

December 31,

2017 2016
JD D
Assets 2,941,796 2,991,098
Liabilities 2,248,559 2,313,680
Net partner's equity 693,237 677,418

W7 -



For the year Ended
December 31,

2017 2016
D D
Revenue 275,000 275,000
Expenses (109,182) ~ (103,032)
Profit for the year 165818 171,968

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

The results of operations of the subsidiary are consolidated in the consolidated
statement of income from the date of acquisition, the date on which the Company
actually gains control over the subsidiary. Moreover, the results of operations of the
subsidiaries disposed of are consolidated in the consolidated statement of income
until the disposal date, the date on which the Company actually losses control over
the subsidiary.

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

The following are the significant accounting policies adopted during the year ended
December 31, 2017:

Financlal Assets at Amortized Cost

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

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

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

Reclassification

- Financial assets at amortized cost may be classified to financial assets at fair
value through the income statement and vice versa. This can be carried out
when the Company changes the business model on the basis of which those
assets were classified as stated above, taking into consideration the following:

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

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

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

- 18 -



Financial Assets at Fair Value through Income Statement
= The remaining financial assets that do not meet the criteria for financial assets

at amortized cost are recorded as financial assets at fair value.

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

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

Financial Assets at Fair Value through Comprehensive Income

- Upon initial recognition of investments in owners’ equity not held for trading,
an irrevocable option may be adopted to present all the changes in the fair
value of these investments on an individual basis (each share separately)
within the other comprehensive items. Not in any case at a subsequent date
may the amounts of these changes, recognized within the consolidated
comprehensive income statement, be reclassified to profit or loss.

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

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

Sector Information

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

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

Date of Recognition of Financial Assets
Financial assets are recognized on the trading date (date on which the Company or

its subsidiary commits itself to purchase or seil the financial assets).

- 19 -



Eair Value
Fair value represents the closing market price (acquisition of assets/ sale of

liabilities) on the date of the consolidated financial statements in active markets for
financial assets and financial derivatives with a market value.

In case declared market prices do not exist, 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 models.

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

Impairment in Financial Assets

The Company and its subsidiary review the values of recorded financial assets at
the date of the consolidated statement of financial position to determine if there are
any indications to the impairment in tneir value individually or as a portfolio.

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

The impairment amount is determined as follows:

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

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

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

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

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

Ty



Re-insurers’ Accounts ) )
Re-insurers’ shares of insurance premiums, claims pald, 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 re-insured contracts, the Company has to
reduce the present value of the contracts and record the impairment loss in the
consolidated statement of income. The impairment is recognized in the following
cases only:

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

2. The event has a reliably and cilearly 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 consolidated statement of income,

Real Estate Investments

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

- In case the fair value of previously impaired real estate investments
increases, the previously recorded impairment loss is recovered for noc more
than the cost.

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

Property and Equipment
Property and equipment (except for land) are stated at cost net of accumulated

depreciation and any accumulated impairment. Moreover, property and equipment
(except for land) are depreciated, when ready for their intended use, according to
the straight-line method over their estimated useful lives using the following annual
rates. In addition, the depreciation expense is recorded in the consclidated
statement of income:

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

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

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

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

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

Intangible Assets

- Intangible assets cbtained through merger are stated at fair value on their
acquisition date, while intangible assets obtained other than through merger
are stated at cost.

- Intangible assets 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
consolidated statement of income. Intangible assets with indefinite lives are
reviewed for impairment at the date of the consolidated financial statements,
and the impairment is recorded in the consolidated statement of income,

- Internally generated intangible assets are not capitalized by the Company or
its subsidiary but recorded in the consolidated income statement in the same
year,

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

Mortgaged Financial Assets

These are the financial assets mortgaged to other parties while the other party has
the right of disposal thereof (sale or re-mortgage). Evaluation of these assets
continues to be performed according to the accounting policies adopted for the
evaluation of each according to the asset’s original classification.

Computer Systems and Software
Computer systems and software are stated at acquisition cost and amortized at
20% annually.

Provisions

Provisions are recognized when the Company and its associate have an obligation
on the date of the consolidated statement of financial position as a result of past
events, it is probable to settle the obligation, and a reliable estimate of the
obligation amount can be made.

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

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

Insurance Regulatory Commission as follows:

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

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

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

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

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

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

Second: Provision for Impairment in Accounts Receivable

A provision for impairment is taken when there is an objective evidence that whole
or part of these receivables has become irrecoverable. The provision is calculated
based on the difference between the carrying amount and the recoverable value.
Moreover, the provision is calculated using percentages agreed upon by the Board
of Directors and according to the aging of those recelvables as of the consolidated
financial statements date.

Liability Adequacy Test
At the date of the consolidated financial position statement, the adequacy and

appropriateness of the insurance liabilities are evaluated by calculating the current
value of the expected future cash flows relating to the outstanding insurance
contracts.

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

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

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

Taxes are calculated on the basis of the tax rates prescribed by the laws,
regulations, and instructions in force in the Hashemite Kingdom of Jordan.
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2- Deferred Taxes
Deferred taxes are taxes expected to be paid or recovered as a result of

temporary timing differences between the value of the assets and liabilities in
the consolidated financial statements and the value of the taxable amount.

Deferred taxes are calculated according to the consolidated 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 are reviewed at the consolidated
statement of financial position date and reduced in case they are expected not
to be utilized, wholly or partially, or the tax obligation is paid or no longer
needed.

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

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

Revenue Recognition
Iy Insurance Contracts

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

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

2. Dividends and Interest revenues

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

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

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

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

their realization.

Expense Recognition

All commissions and other costs relating to the acquisition of new or renewed
insurance policies are amortized in the consolidated statement of income upon their
occurrence. Other expenses are recognized on the accrual basis.
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Insurance Reimbursement
Insurance compensations represent all amounts paid during the year and changes

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

Salvage and Subrogation Reimbursements

Estimates of salvage and subrogation reimbursements are considered when
calculating the insurance for claims.

General and Administrative Expenses

All distributable general and administrative expenses are allocated to the insurance
branches separately according to the actual administrative expenses of each branch
separately and in compliance with specific cost centers for various Insurance
departments. The remaining expenses are stated as unallocated expenses in the
consolidated statement of income.

Employees expenses
All distributable employee expenses are allocated to the insurance branches

separately according to the expenditures of each branch in compliance with specific
cost centers for various insurance departments. Moreover, the related employee
expenses of the Company’s subsidiary are stated as unallocated employee
expenses.

Foreign Currancy 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 consolidated statement of financial
position,

Non-monetary assets and non-monetary liabilities denominated in foreign
currencies are translated at fair value at the determination of their fair vailue date.

Gains and losses resulting from the exchange of foreign currencies are recorded in
the consolidated statement of income.

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

Investment in Associate

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

Provision for End of Service indemnity

Compensation paid to employees leaving the service is recognized on the
allowance account. Provision is made for the liability of the Company for employees'
end of service indemnities in the consolidated statement of income according to
implemented law and regulation,
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3. f Estimate

Preparation of the consolidated financial statements and application of the
accounting policies require the Company’s management to perform estimates
and judgments that affect the amounts of the financial assets and liabilities,
and any contingent liabilities. These estimates and judgments also affect
revenues, expenses, provisions and the investments valuation reserve. In
particular, the management of the Company and its subsidiary are 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 the changes resulting from the
circumstances and situations of those estimates in the future.

Our 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 the Board of Directors of the Company and
its subsidiary to evaluate the required provision as per International Financial
Reporting Standards.

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

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

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

- Provision for employees’ end of service indemnity is made in accordance with
applicable laws and regulations.

- The claims provision and technical provisions are evaluated based on technical
studies, instructions of the Insurance Commission, and actuarial studies.

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

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

- Fair Value Hierarchy: The Company is required to determine and disclose the
level in the fair value hierarchy into which the fair value measurements are
categorised in their entirety, segregating fair value measurements in
accordance with the levels defined in IFRS. Differentiating between Level 2
and Level 3 fair value measurements, i.e. assessing whether inputs are
observable and whether the unobservable inputs are significant, may require
judgement and a careful analysis of the inputs used to measure fair value,
including consideration of factors specific to the asset or liability. Moreover,
when the company measures the fair value, it uses independent and qualified
parties to make the measurement studies. The appropriate evaluation
methods and the interventions used to prepare the evaluation are reviewed by
management
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4.  Deposits at Banks
This item consists of the following:

December 31,

2017 2016
Deposits
Deposits Maturing
Deposits Maturing after Three
Maturing Within Months
Within One Three and up to
Month Months One Year Total Total
D D D D JD
Inside Jordan 9,144,147 - - 9,144,147 8,124,541
QOutside Jordan 1,092,690 - - 1,092,690 2,793,199
Total 10,236,837 - - 10,236,837 10,917,740

- During the year 2017, interest rates on deposits in Jordanian dinar ranged
from 4.75% to 5.25%. For deposits in US dollars, interest rates 1.29 %

- Moreover, deposits collateralized to the order of the Director General of the
Insurance Committee in addition to his position amounted to JD 325,000 as of
December 31, 2017 and December 31, 2016 at Arab Jordan Investment Bank
and mature within a period of less than three months.

- There were no restricted balances as of December 31, 2017 and December
31, 2016.

5. Financial Assets at Fair Value throygh Comprehensive Income
This item consists of the following:

December 31

2017 2016

Inside Jordan: D D
Quoted shares on Amman Stock Exchange 48,970 48,970
Qutside Jordan:
Quoted shares 1,606,825 1,548,592
Listed investment funds * 1,903,027 1,638,015
Quoted bonds 1,875,894 1,967,624

5,434,716 5,203,201

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

S Interest rates on bonds outside Jordan ranged from 6.25% to 8.375% during
the year 2017.

- Bonds maturity extend to the following dates:

9 months- More than

3-6 months 6-9 months 1 year one year Total
Qutside Jordan D D b]») D D
Bonds quoted on Stock Exchange - - & 1,875,894 1,875,854

- - - 1,875,894 1,875,894

- The aforementioned bonds are of a fixed return.
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6.  Financial Assets at Amortized Cost

Inside Jordan

Government bonds -

Corporate bonds

Qutside Jordan
Corporate bonds

This item consists of the following:

December 31

2017 2016
Inside Jordan JD Jb
Government bonds 40,895,576 34,431,123
40,895,576 34,431,123
Qutside Jordan
Corporate bonds 3,326,344 572,695
Provision for impairment {105,691) {105,691)
3,220,653 467,004
44,116,229 34,898,127
The maturities of bonds extend to the following dates:
More than
1-3 months 3-6 months 6-9 months 9 months 1 year 1 year Total
jD D D JD 1D b
2,801,288 1,305,112 1,101,571 35,687,605 40,895,576
- X - - 3,220,653 3,220,653
- 2,801,288 1,305,112 1,101,571 38,908,258 44,116,229

Interest rates on bonds denominated in Jordanian Dinar range from 4.689%

to 7.999%.

Moreover, interest rates on bonds denominated in foreign

currency ranged from 3.25% to 6.5% during the year ended December 31,

2017.

The above-mentioned bonds are of a fixed return.

7. Investment in Affiliate
This item represents the Company's investment In Al Nisr Al Arabi For Real

Estate Company (under liquidation) with 50 % of its capital amounting to JD
200 thousand as of December 31,2017, and this investment in the affiliate is
stated in the Consolidated Financial Statements based on the equity method.

B. Real Estate Investments
This item consists of the following:

d.

Investment land

December 31

2017 2016
D D
940,001 940,001
940,001 940,001

The details of real estate investments and information on the fair value
hierarchy as of December 31, 2017 are as follows:

Fair Value as of
December 31,

Level 1 Level 2 Level 3 2017*
A [»] D hii») o
Investment land - 974,580 - 974,580
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- There were no transfers between Leve! 1 and Level 2 during the year 2017.

* The average fair value amounted to JD 974,580 according to the last appraisal
of the land as of December 31, 2017 and January 4, 2018 conducted by three
certified real estate appraisers.

9. life Policyhol ' Loan
This item consists of the following:
December 31,

2017 2016
D D
Loans for life insurance policyholders’ not
exceeding the policy liquidation value 5,560,148 4,504,987
The maturities of life insurance policyholders’ loans extend to the following
dates:
More than 2017
1 year Total
D D
Life policyholders’ loans 5,560,148 5,560,148

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

December 31,

2017 2016
D D
Cash on hand 1,788 2,091
Current accounts at banks 2,326,139 2,516,854

2,327,927 2,518,945

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

December 31,

2017 2016
D D
Checks under collection within 6 months 698,545 784,277
Checks under collection after 6 months 62,106 179,139
760,651 963,416

- The maturities of checks under collection extend to March 30, 2019,

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

December 31,

2017 2016
D b
Policyholders 9,516,485 7,743,608
Other receivabies 5,902 5,902
9,522,387 7,749,510
Less: Provision for impairment of receivables * {503,698) (493,537)
Accounts Receivable - Net 9,018,689 7,255,973
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The ageing of receivables is as follows:
December 31,

2017 2016
JD JD
Less than 90 days 8,498,713 6,768,563
From 91 ~ 180 days 875,736 693,291
From 181 - 360 days 95,465 144,314
More than 361 days 52,473 143,342

9,522,387 7,749,510

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

2017 2016
D b
Balance - beginning of the year 493,537 678,976
{Recovered) during the year - (100,000)
Transferred from/to re-insurers recelvable during the year 49,953 (26,703)
Less: Written-off debts (39,792) (58,736)
Balance- End of the Year 503,698 493,537

13. Companies and Re-insurance Receivables - Debit
This item consists of the following:
December 31,

2017 2016
b D
Local insurance companies 89,153 496,017
Foreign re-insurance companies 61,841 91,126
150,994 587,143
Less: Provision for impairment of receivables * {61,858) (111,811)
Re-insurance Companies’ Accounts - Net 89,136 475,332

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

December 31,

2017 2016
1D D
Less than 90 days 70,701 98,864
91 - 180 days 14,709 374,802
181 - 360 days 3,726 1,666
More than 361 days 61,858 111,811
150,994 587,143
. Movement on the provision for companies and reinsurance accounts debts is
as follows:
2017 2016
D JD
Balance - beginning of the year 111,811 85,108
Transferred to/from accounts receivable during
the year (49,953) 26,703
Balance - End of the Year 61,858 111,811
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14. Income Tax

a. Income Tax Provision

Movement on the income tax provision is as follows:

For the Year Ended

December 31

2017 2016
D iD
Balance - beginning of the year 322,172 514,756
Income tax paid (533,705) (679,953)
Income tax for the year 546,145 487,369
Balance — End of the Year 334,612 322,172
b. The income tax stated in the consolidated statement of income represents the
following:
2017 2016
D D
Income tax on the year’ s profit 546,145 487,369
The impact of deferred tax assets- Net 35,090 7,609
581,235 494,978

A final income tax settlement of the company and its subsidiary had been
reached up to the end of the year 2015. Moreover, the Company has
submitted the tax return for the year 2016 on time. The income tax provision
for the year ended December 31, 2017 has been calculated and booked. In
the opinion of the Company's management and its tax consultant, the
Company and Its subsidiary will not incur any additional liabilities exceeding
the provisions taken as of December 31, 2017.

C. Deferred Tax Assets
The details of this item are as follows:

For the Year Ended
December 31,

For the Year Ended December 31, 2017 2016
Balance at the Balance at
Beginning of Amounts  Amounts Endofthe Deferred
Accounts Included the Year Released Added Period Tax Deferred Tax
10 o o o 0 D

Provision for doubtful debts 605,348 (89,745} 49,953 565,556 135,733 145,284
Provisions for tax deductible losses

from forelgn Investments 304,870 (304,870) e - - 30,487

End of service indemnity provision - - 20,615 20,615 4,948 -

Lawsults provision 201,575 - o 201,575 48,378 48,378

1,111,793  (394,615) 70,568 787,746 189,059 224,149
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- The movement on deferred tax assets is as follows:

For the Year Ended
December 31,

2017 2016
b D
Balance - beginning of the year 224,149 231,758
Additions 16,936 36,896
Released (52,026) (44,505)
Balance - End of the Year 189,059 224,149

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

d. The following Is a summary of the reconciliation between accounting profit
and tax return:

2017 2016
1D D

Accounting profit 2,732,540 3,023,637
(Loss) from sale of financial assets at

fair value through comprehensive income (898) (726,053)
Non-taxable profit (1,360,678) (1,529,738)
Non-deductible expenses 1,016,020 1,372,284
Taxable income 2,386,984 2,140,130
Income tax due 546,145 487,369

- The prevailing tax rate in Jordan is 24% for the parent Company and 20% for
the subsidiary

- 32 -



OMﬂl

{9102 1€ J2qwa3Iaq jo se £96'08T Ar) L10Z ‘1€ J2qwa33@ Jo e TTZ'06T Gt 01 pajunowe Jwawdinba pue Auadosd pajepasdap And -

1, [ [} T () ¥

695 €95t 0CS'GZl 62E'109 818 b1 Z52708¢ 006 6¢ 110°61 BSLVOL'T 0BV LLL
CIEF60'T S96'IET 669'BEE £08°SS 085 19 DOT LT 6ER'L TLETD -
= (sz2'1) - - STL'T - - - -
(2v9'9p) (0zL'vE) (182'2) - (1+9's) - - S -
B6Z'PLT 8TtH'6E 085’16 Tv0's 022's6 00s's +1Z'9 vZr'LT -
904’098 Z66'82T 00t'642 59L'9p 9LT'viT 00H'11 SZ29'T eyz'vs o
TE6'L59'y  S8P'LGE 8z0'ov6 529°0L ZEE'ZPY 000°L5 058'9Z TET'98L'T 08t'LLL
e TOEv8 - - {To£"8) - - s S

{ooe'st) (1es've) (1£9'2) - {sos’ot) - - - -
v8T'ZY S95°'1Z T4 8 - P6b'ET - 000'z . -
LPO'PI9°y  OVE'98T bes'LES SZ9'0L LY0'bTL 000°LS 058'vZ TET'9BL'T  08P'LLL
0SE'T9E'E 94L've £2£'22S 9EE'GY 9/17Z61 00Z'PE PZHET GE97LL9'T 08v'LLL
BOE'SZE'T  9EZ'69¢C PrLIEY 68z 1¢ B896'95F 008"ze 9T Pl 960 80T -

\212'vt) - - {SE6'TP) (£L2't) = E = -
657542 TLL'LE St0'E6 L1¥'8 599°96 oaL's LEV'D I TAM%4 o
Z9E'PEO'T  S96'1EZ 669'8EE £08°S8 088°'T9€ ooT'LT 6£9°L TLE'18 -
659'989'F CISVOE 190056 §Z9'0L vh1'6v9 000’28 004742 TET'9BL'T  O08¥LLL

(££2°15) = - (000'0S) (L't} B = < =
<00'08 £20°L 6£0°FT 000°0S 6808 - 058 = -
1E6'L59°y  S8P'ZSE BZ0'0%6 §Z9'0L ZEE'ZHO 000'28 05892 TET'98L'T 08b'LLL

ar ar ac ar ac ac ar ar ac
jeloL Sa3ADg pue suonelodsq SIPIUSA Qanjiuang pue EAT-EE-TE] ﬂcuEu>P_nEm muc_v__:m pueq
ajemyos :c_umu‘_oam_:m._._. Sadias(] asead
._uu_._nEoU .u:UEn__:Um

JEaA 3] JO pUD -2NJEA HoOg 19N

Jea ay Jo pug -adueleg
J1eaA au Bupnp siaysuel]
sjesodsiq

423A 3y 10) uopepaudsg

4294 ay3 jo Bujuuibagq -souejeg
suopezaudag pajeinwnlay

183, 343 J0 pug -aduejeq
Je3A sy Guunp suajsuel)
sjesodsig
Suonippy
Jead sy Jo Buuuibaq -ssueieg
13502

BI0Z 1A

Je3A 3L JO pUD -BR{BA NoOog 1aN

Jeay ay Jo pug -ssueieq
s|esodsig
Jeak sy 10 vonepaadsg
Jead au jo Buuubag -sduejeg
:uopepaudaq pajeInundly

Jea) Syl Jo pug -adueleg
siesods|g
suonIppy

Jeak ayg jo GujuuiBaq -aoueleg
11502
I10Z 85X

ISMOOS SB 3Je W2 SIYY JO S{eIap ayL




16. Intangible Assets
This item consists of the following:

Balance - beginning of the year
Additions
Amortizations

Balance - End of the Year

17. Other Assets
This item consists of the following:

Accrued revenues
Various accrued accounts
Prepaid expenses

Other

Refundable Deposits

18. Mathematical Provision - Net
This item consists of the following:

Net mathematical provision

19. Payable

This item consists of the following:

Policyholders payable
Brokers payable
Others

20. Cgmpanies Reinsuran nd Payable - Credit
This item consists of the following:

Local insurance companies
Foreign re-insurance companies
Refundable deposits

- 34 -

December 31,

2017 2016
1D 1D
67,441 67,410
32,450 24,700
(27,304) (24,669)
72,587 67,441

December 31,

2017 2016
D D

739,627 578,864
439,397 459,609
86,757 205,597
11,212 25,345
9,524 3,811
1,286,517 1,273,226

December 31,

2017 2016

JD D
48,782,179 40,582,005

December 31,

2017 2016
1D 1D
1,534,738 1,390,096
187,109 162,174

58,373 58,643
1,780,220 1,610,913

December 31,

2017 2016
1D 1D
13,199 20,941

1,397,686 1,289,632

529,413 508,431

1,940,298 1,819,004




21. lawsuits provision

This item consists of the following:

Lawsuits provision

December 31,

2017 2016
iD D
201,575 201,575

- The following table illustrates the movement on the lawsuits provision:

Balance- beginning of the year

Additions
Charges

Balance- End of the Year

22. Other Liabiliti

This item consists of the foliowing:

Accrued unpaid compensations

Various deposits

Shareholders’ deposits

Refundable amounts for cancelled contracts\Life
Board of Directors’ remunerations

End of service indemnity provision*

Unearned revenues

2017 2016

D D
201,575 201,575
201,575 201,575

December 31,

2017 2016
1D D
220,303 -
161,227 277,656
327,461 282,290
157,796 151,710
35,000 35,000
20,615 -
9,657 2,905
932,059 749,561

= The movement on end of service indemnity provision is as follows:

Balance - beginning of the year

Additions

Balance - End of the Year

23. ital and Additional Paid-in

2017 2016
D D
20,615 -
20,615 .

- Authorized, subscribed, and paid-in capital amounted to JD 10 million,
distributed over 10 million shares at a par value of JD 1 each as of December

31, 2017 and 2016.

- Additional paid-in capital amounts to JD 3.75 million,

24. Statutory Reserve

The accumulated amounts In this account represent appropriations from
annual income before tax for the Company and the subsidiary at 10% during
this year and previous years according to the Companies Law at a rate not
exceeding 25% of the pald up capital. This reserve may not be distributed to
shareholders. Noting that the statutory reserve of the parent company has

been discontinued from deduction.



25. Voluntary Reserve
The accumulated amounts in this account represent the transfers from income

before tax during the past years at a rate of 20% of paid-up capital,
Voluntary reserve is used for the purposes determined by the Board of
Directors. Moreover, the General Assembly has the right to distribute all or
part of the voluntary reserve as dividends to shareholders.

26. Investment Valuation Reserve
This item represents the net change in the fair value of financial assets at fair

value through comprehensive income. The details are as follow:

2017 2016
D D
Balance - beginning of the year 98,713 225,329
Realized losses transferred to retained earnings 898 726,053
Change during the year 374,402 (852,669)
Net change during the year 375,300 (126,616)
Balance - End of the Year 474,013 98,713
27. Retained Earnings
This item consists of the following:
2017 2016
D JD
Balance - beginning of the year 3,015,836 3,432,960
Profit for the year 2,001,315 2,528,659
(Losses) on the disposal of financial assets at
fair value through comprehensive income (898) {726,053)
Transferred to reserves (18,907) (19,730)
Dividends (2,200,000)  (2,200,000)
Balance - End of the Year 2,797,346 3,015,836
28. Pro dividend

The Board of Directors recommended the distribution of 20%, of the current
year's profits, equivalent to JD 2 million, subject to the approval of the
General Assembly, as dividends to shareholders for the current year. In the
previous year, dividends equal to 22% of capital, equivalent to JD 2.2 million,
were distributed.

29. Interest Income

This item consists of the following:

2017 2016
D JD
Interest from investments in financial assets at
amortized cost 2,270,061 1,877,088
Earned bank interest 334,211 257,118
Loans interest 243,654 185,242
Total 2,847,926 2,319,448
Amount transferred to underwriting accounts 1,977,149 1,508,980
Amount transferred to consolidated statement
of income 870,777 810,468

T




30. Net Profit from Financial Assets and Investments
This item consists of the following:

Dividends from financial assets at fair
value through profit or loss

Dividends from financial assets at fair value
through comprehensive income

Amount transferred to underwriting account

Amount transferred to consolidated financial
statement

31. Employees Expenses
This item consists of the following:

Salaries and bonuses
End of service indemnity provision
Company's social security contributions
Travel and transportation
Training

Total
Amount transferred to underwriting account

Amount transferred to consolidated statement
of income

32. General and Administrative Expenses
This item consists of the following:

Advertising and marketing
Insurance Federation fees
Rent

Printing and supplies
Professional fees

Fees and commissions
Computer expenses

Post and telephone

Marketing expenses

Water, electricity and heating
Board of Directors’ transportation
Donations

Subscriptions

Maintenance

Hospitality

Company ' s vehicles expenses
Government and other fees
Cleaning

Insurance

Others

Total
Amount transferred to underwriting account

Amount transferred to consolidated statement of income
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2017 2016
D D
2,904 -
376,769 311,016
379,673 311,016
321,664 245,258
58,009 65,758
2017 2016
D D
2,857,100 2,783,640
20,615 -
447,998 455,457
36,608 33,548
30,520 25,404
3,392,841 _ 3,298,049
3,334,302 3,258,576
58,539 39,473
2017 2016
D D
142,273 137,846
225,912 202,015
35,686 31,526
146,054 126,582
79,757 83,872
80,860 79,244
116,816 110,252
70,439 70,799
26,880 22,343
69,911 69,694
25,200 24,900
22,129 26,607
17,713 12,678
44,307 50,613
31,413 24,528
7,682 8,436
56,489 49,166
11,701 9,744
120,050 124,327
206 6
1,331,478 1,265,178
1,226,194 1,162,257
105,284 102,921




33. Other Expenses- Net

This item consists of the following:

(Gains) losses from disposal of property and

Equipment
Sales tax differences

Board of Directors’ remunerations

Currency differences

34. Earnings per Share for the Year

2017 2016
1D D
(12,510) 1,658
88,237 91,317
35,000 35,000
(31,927) 116,028
78,800 244,003

Earnings per share has been calculated by dividing profit for the year by the

outstanding shares. The details are as follows:

Income for the year
Number of shares
Earnings per Share for the Year

35. Cash and Cash Equivalents

The details of this item are as follows:

Cash on hand and at banks

Add: Deposits at banks maturing within three months

Less: Mortgaged deposits
Net Cash and Cash Equivalents

36. Rel Parties Balances and Tran i

For the year ended
December 31

2017 2016
D JD
2,001,314 2,528,659
10,000,000 10,000,000
-/200 -/253

December 31,

2017 2016
D 1D
2,327,927 2,518,945
10,236,837 9,061,960
(325,000) (325,000)
12,239,764 11,255,905

The Company and its subsidiary have entered into transactions with major
shareholders, members of the Board of Directors, and executive management
in the ordinary course of business. Moreover, all insurance receivables are
operating, and no provisicns have been taken for those receivables,

The pricing policy and terms related to these transactions have been adopted

by the Company s management,

The following summarizes the transactions with the related parties during the

year:
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December 31,

Total

Members of
the Board of Executive Parent
Directors Management Company 2017 2016

Consolidated Financial Position Items: D D Jo 1D D
Deposits at Arab Bank - - 1,092,690 1,092,690 2,594,771
Current accounts at Arab Bank - 849,420 849,420 1,019,730
Accrued Interest - 3,166 3,166 6,786
Accounts receivable - 3,291 3,291 26,532
Consolidated Income Statement Items:
Underwriting premiums - 304,385 304,385 307,609
QOutstanding claims - 35,321 35,321 .
Paid claims - 506,497 506,497 51,984
Paid commissions - 316,815 316,815 321,612
Interest revenue - 9,512 9,512 7,905

The following Is a summary of the remunerations (salaries, bonuses, and
fringe benefits) of the Company's Executive Management:

2017 2016
D iD
Salaries, bonuses, and other benefits 443,634 397,807
Board of Directors” transportation 25,200 24,900
468,834 422,707

37. Risk Management
First: Descriptive Disclosures:

The Company manages risks, using various methods, through a comprehensive
strategy to limit and mitigate risks, installs proper controls, and monitors their
effectiveness in 2 manner compatible with the risk monitoring system in order to
achieve the optimal risk-return balance. Moreover, managing risks includes
identifying, measuring, managing, and constantly supervising financial and non-
financial risks that negatively affect the Company’ s performance and reputation, as
well as ensuring a return commensurate with the said risks margin,

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

Second; Quantitative Disclosures:

a. Insurance Risks

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

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

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

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

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

b. Legal risks arising from judicial claims or other risks arising from laws and
legislations issued by the Insurance Commission and non-compliance

therewith.

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

d.  Unpredictable, intangible risks, representing the knowledge risks of the

Company's key personnel. These risks arise from (nadequate knowledge and
relations risks, as well as deficient cooperation with customers. All these risks
directly reduce the knowledge employee’s productivity and efficiency,
downgrade service quality, and detracts from reputation, thus affecting the
Company’s expenditures and profits.

The Company and its subsidiary prioritize risks, so that risks with large losses
and high probability of occurrence are dealt with first, while risks with smaller
losses and lower probability of occurrence are dealt with later.

2.  Claims Development
The tables below show the actual claims (based on management’s estimates

at the end of the year) compared to the expectations for the past four years
based on the year in which the accident occurred for each branch of
insurance, as follows:
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Concentration of the assets and liabilities according to the geographical distribution
for the total insurance contracts claims is as follows:

December 31, 2017 December 31, 2016
Assets Liabilities Assets Liabllities
JD D D D
According to geographical area;
Inside Jordan 73,740,851 60,641,897 63,448,375 50,358,909
Other Middle East countries - - . -
Europe 9,760,930 1,927,099 9,045,106 1,798,063
Asia * - - 274,528 -
USA - - 146,032 -
ke 83,501,781 62,568,996 72,914,041 52,156,972

% Excluding Jordan and Middle East Countries.

Concentration of assets and liabilities related to accounts receivable and accounts
payable according to sector is as follows:

December 31, 2017 December 31, 2016
*Assets *].iabilities *Assets *Liabilities
D JD D JD
According to Sector:
Public sector 3 - - -
Private Sector:
Companies and institutions 8,225,311 1,673,522 6,152,097 1,599,269
Individuals 793,378 106,698 1,103,876 11,644

9,018,689 1,780,220 7,255,973 1,610,913

= The above-mentioned assets represent net receivables. Moreover, the above-
mentioned liabilities represent net payables.

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

4. Re-insurance Risk

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

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

5. Insurance Risks Sensitivity:

December 31, 2017 December 31

, 2016

Consolidated Consolidated Consolidated Consolidated

Income Equity Income

Equity

D D JD

Consolidated income / Consoclidated

D

Equity 2,001,314 20,932,785 2,528,659 20,757,069
Effect of 5 % reduction in total premiums

while other factors remain the same 1,732,031 1,732,031 1,530,666 1,530,666

Total 269,283 19,200,754 997,993 1,530,666

Consolidated income / Consolidated

Equity 2,001,314 20,932,785 2,528,659 20,757,069
Effect of 5 % increase in total premiums
while other factors remain the same 842,734 842,734 1,076,940 1,076,940
Total 1,158,580 20,090,051 1,451,719 15,680,129
b. _ Financial Risks
The Company and its subsidiary adopt financial policies for managing the
different risks within a specified strategy. Moreover, management of the
Company and its subsidiary monitors and controls risks and performs the
optimal strategic distribution for both financial assets and financial liabilities.
Risks include interest rate risks, credit risks, foreign currency risks, and
market risks.
The Company and its subsidiary adopt a financial hedging policy for financial
assets and financial liabilities, when necessary. This hedging relates to the
expected future risks.
1.  Market Risk:

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

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

December 31,

Rating De 2017 2016

iD D
Aaa 3,220,653 476,004
Other * 40,895,576 34,431,123

44,116,229 34,898,127

b This item represents bonds of the Jordanian Government and has no available
credit rating according to Moody " s.

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

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

2017 2016
+ 5% -{5)% + 5% -(5)%
o D D D
Profit (loss) for the year 51,184 (51,184) 54,589 (54,589)
Consolidated equity 51,184 (51,184) 54,589 (54,589)

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

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

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

Managing the concentrations and maturity dates of debts.

- 47 -



rm.Tl

PO'P16°'24 9SS'IST'IT  £99'199'1e $Z9'968'FT 019269 916°£0L’S 5Z9'TH0'E LY¥2'T96'ST
'£6'9ST'2S 500'z85‘0F - - Zve'1£9'e THP0'TLET £28'5952 19/'900'S
95'6bs - - - - - - 195'6bL
AN 44 - - - - - - ZLT'Tee
'£S'102 - - - - - - SL5'T02
00°6T8'T - - - - - $00'618'T S
'L P'8GE - - - - - ¥LP'S8E -
T6°019°T - - - - - - £16'019'1
'00'285'0F S00'zRS'0P - - - - - -
£e'6v0’e - - - - - - PEE'SYO'T
€6'EOP'y - - - ZhE'TE9'e IPO'TLE'T SPE’88E 90zZ'cL
8/'TOS'E8 <CTPB'O09'EST EV6'806°9C  60Z'S/8'eT  #/5'199'C 919’820V 91£'5/45'8 18Z'158'ET
166'895'29 641'284'8y - - £02'115'2 692'989'T 296'296'C 64£'929'9
G0'ZE6 - - - - - - 650°2€6
T9'vEE - - - - - - ZI9'bEE
£S'102 - - - - - - S/6'10Z
6Z'0b6'T - - - - - 86Z'0v6'T -
.0z'9se - - - - - £02'9S€E -
iZz'08L'tT - - - - - - 0Zz'08L'T
W1°284°8Y  6/1°'28L'8V - - - - = =
gg'ssy'z - - - - - - 89Z'SSH'Z
1s’'o8L's - - - L0Z'118°2 692'989'1 L51'999 S¥9'226

ac ac ac ac ac ac ar ar

{0l Aumep SIEDA £ SIEDA IR T SLAUOW 9 SUIUOW £ LAUO} 3UO

INOLAIM ueyy U0 £G1JEaA T 03 SYOW 9 0} SLUOH £ 0 WUOl T uetf ssa
uet}] auok uey| 4o uey | 2o ueL] ok

5)assy [ejo)
sSa20l1qert [ej0L
saniqel 19410
uotsiaoad Xe] awodug
uoisinoad synsme
Npay-sajqeied siainsulal pue ssuedwo)
sasuadxa pansooy
a|qeied
uoisiaold |esnewsyle
uoisiaold swie|)
swniwald pauleaun 10y UOISIALL
:s=nqen
910¢ "1t 4=2quedad

53955y {€j0L
sapiigen jejol
sanuigel] 1200
uoisiaold xe) awooug
uoisiactd sjINsme]
Jpas)-sajqeded siaunsulal pue ssiuedwo)
sasuadxa panJoay
a|qeied
uoisiaotd jeapewayiep
uoisiaoud swiep)
swiniwald pauIeaun 404 UoISIAOLd
:saiqery
ZT0¢ "1t 19quwiasag

:(@1ep sjuawalels |epueuly

pajepljosuod ayj 4o se Ajuniew o3 powuad Bululews. Jo siseq sy uo) suonebiqo [epUeBUY Jo SeRINIRW By S31e1SR|1 3|qR) Buimol|oj By L



4. Foreign Currency Risks
The Company’s main operations are in Jordanian Dinar. Moreover, the foreign

currency risk arises from the fluctuations in the exchange rates related to foreign
currency payments. As for transactions denominated in USD, the Company’s
management believes that the foreign currency risk related to the USD is
immaterial, as the Jordanian Dinar (the Company’s functional Currency) is pegged
to the US Dollar.

5. _ Credit Risk

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

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

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

follows:
Geoagraphical Area Indebtedness
JD
Inside Jordan 9,018,689
QOutside Jordan -
9,018,689

37. Main Segments Analysis
a. Information on the Company's Operating Seaments

For managerial purposes, the Company was organized into two sectors:

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

2. The Life Insurance Sector.

These two sectors represent the main sectors that the Company uses to
demonstrate the information related to the main sectors. The above-
mentioned sectors also include investments and management of cash for the
Company's own account. Moreover, transactions among business sectors are
based on estimated market prices on the same terms used for others,

L.



b. Information on Geographical Distribution

This note represents the geographical distribution of the Company's and
subsidiary " s revenues, assets, and capital expenditures:

Inside Jordan Outside Jordan Total
December 31 December 31 December 31
2017 2016 2017 2016 2017 2016
D D Bla) D o b
Total Revenues 24,155,255 22,068,688 388,394 422,184 24,543,649 22,490,872
Total Assets 73,740,851 63,448,375 9,760,930 9,465,666 83,501,781 72,914,041
Capital Expenditures 112,455 66,884 - - 112,455 66,884

9. Capital Management
The Company's objectives as to the management of capital are as follows:

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

The Company and its subsidiary take into account the appropriateness
between capital size and the nature of risks that the Company and its
subsidiary are exposed to, provided that this does not contradict the
prevailing laws and regulations. This is reflected in the Company’s and its
subsidiary’s strategic plans and their estimated budgets. The effects of
participating in investments on capital adequacy ratio are taken into
consideration, and capital and its adequacy are monitored continuously. In the
opinion of the Board of Directors, the regulatory capital is adequate to achieve
the objectives of the Company and its subsidiary.

- The solvency margin as of December 31, 2107 and 2016 is as follows:

December 31,

2017 2016
D D
First: Available capital * 20,967,364 20,856,035
Second: Required capital :
Capital required against assets risks 3,684,294 4,222,870
Capital required against underwriting liabilities 975,158 801,742
Capital required against reinsurers’ risks 16,545 27,446
Capital required against life insurance risks 2,446,374 2,233,638
Total Required Capital 7,122,372 7,285,696
Third: Solvency margin ratio (avalable capital /
required capital) 294% 286%
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* Available capital consists of the following:

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

Add: Investments not in compliance with investment

directives:
Increase in investment properties value
Investments valuation reserve

Total Available Capital

40. Assets and Liabilities Maturities

December 31,

2017 2016
D D

10,000,000 10,000,000
2,584,775 2,565,868
1,326,652 1,326,652
3,750,000 3,750,000
2,797,345 3,015,836
34,579 98,966
474,013 98,713
20,967,364 20,856,035

The following table shows the analysis of assets and liabilities according to
their expected period of recovery or settlement:

December 31, 2017
Assets
Deposits at banks
Financlal assets at fair value through
comprehensive income
Financial assets at amortized cost
Investment in associate
Real estate investments
Life policyholders’ loans
Cash on hand and at banks
Checks under collection
Receivable - net
Companies and reinsurance Receivable - debit
Deferred tax assets
Property and equipment - net
Intangible assets - net
Other assets
Total Assets

Liabilities
Provision for unearned premiums — net
Claims provision — net
Mathematical provision — net
Payables
Accrued expenses
Companies and reinsurance payable - credit
Lawsuits provision
Income tax provision
Other liabilities

Total Liabilities

Net

Within One More than
Year One Year Total

D D JD
10,236,837 - 10,236,837
- 5,434,716 5,434,716
5,207,971 38,908,258 44,116,229
- 107,934 107,934
- 940,001 940,001
- 5,560,148 5,560,148
2,327,927 - 2,327,927
760,651 - 760,651
9,018,689 - 9,018,689
89,136 - 89,136
189,059 - 189,059
- 3,361,350 3,361,350
- 72,587 72,587
1,286,517 - 1,286,517
29,116,787 54,384,994 83,501,781
5,786,578 5,786,578
2,455,268 - 2,455,268
- 48,782,179 48,782,179
1,780,220 - 1,780,220
356,207 - 356,207
1,940,298 - 1,940,298
201,575 - 201,575
334,612 - 334,612
932,059 - 932,059
13,786,817 48,782,179 62,568,996
15,329,970 5,602,815 20,932,785
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December 31, 2016

Assets

Deposits at banks

Financial assets at fair value through
comprehensive income

Financial assets at amortized cost

Investment in assoclate

Real estate investments

Life policyholders’ loans

Cash on hand and at banks

Checks under collection

Receivable - net
Companies and reinsurance receivable
- debit

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

Liabilities

Provision for unearned premiums - net
Claims provision - net

Mathematical provision - net

Payable

Accrued expenses

Companies and reinsurance payable - credit

Lawsuits provision
Income tax provision
Other liabilities
Total Liabilities
Net

41. Lawsuits against the Company

Within One More than
Year One Year Total
JD D JD

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

There are lawsuits against the Company claiming compensation on various
accidents. Moreover, the lawsuits at courts with determined amounts totaled
1D 742,802 as of December 31, 2017 (IJD 704,610 as of December 31, 2016),
and the Company took the necessary provisions to face any liabilities that may
arise from these lawsuits. In the opinion of the Company’s management and
its lawyer, no liabilities in excess of the provisions within the net claims

provision shall arise.

There are lawsuits by the company against third parties, the total estimated
lawsuits amounted to JD 795,110 as of December 31, 2017 (JD 593,631 as of

December 31, 2016).

42, Contingent Liabilities

There are commitments by the Company against bank guarantees of JD

57,131 as of December 31, 2017 (JD 76,846 as of December 31, 2016).
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43. Fair Value Hierarchy

a. Fair Value of Financial Assets and Financial Liabilities Continuously Determined at

Fair Value

Some of the financial assets and financial liabilities of the Company are estimated
at fair value at the end of each financial period. The following table provides
information about the manner in which financial assets and financial liabilities are

determined (Evaluation methods and input used):

Relation between
Falr Value at Fair Value at Significant Significant
December 31, December 31, Evaluation Method Intangible Intangible Inputs
Financial assets / liabilitles 2017 20186 Falr Value Level and Inputs Used Inputs and Fair Value
Financial assets at fair value
Financial assets at fair value
through comprehensive income:
Prices listed N\A N\A
Shares with quoted prices 1,655,795 1,597,562  Fistlevel In Financlal Markets
N\A NV
Prices listed
Investment funds with quoted prices 1,903,027 1,638,015 First Level In Financial Markets
NA N\A
Prices listed
Investment Bonds with quoted prices 1,875,8%4 1,567,624 First Level in Finandal Markets
Total 5,434,716 5,203,201
Total Financial Assets at Fair Value 5,434,716 5,203,201

There were no transfers between Level 1 and Level 2 during the years 2017

and 2016.

b. Fair_Value_of Financial Assets and Financial Liabilities Continuously Undetermined

at Fair Value

Except for what is stated in the schedule below, we believe that the carrying
value of the financial assets and financial liabilities stated in the Company's
Consoclidated financial statements approximates their fair value. Moreover, the
Company's management believes that the carrying value of the items below
approximates their fair value due to either their short-term maturity or the re-

pricing of interest rates during the year.

Decernber 31, 2017 Decemnber 31, 2016
Carrying Value Fair Value Camrying Value Fair Vatue Fair Value tayer
Financial Assets not Evaluated at Falr Value p o] D 1o o] b
Deposits at banks 10,236,837 10,251,063 10,917,740 10,942,822 Second Leved
Finandal assets at amortized cost 44,116,229 44,796,680 34,898,127 35,428,415 Second Level
Real estate investments 940,001 974,580 940,001 1,038,967 Second Level
Total Financial Assets not Evaluated at Fair Value 55,293,067 56,022,323 46,755,868 47,410,204

For the items shown above, the fair value of assets and liabilities for the first and
second level were determined according to agreed upon pricing models that reflect

credit risks related to the parties dealt with.
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44. Application of new and revised International Financial Reporting Standards
(IFRS)

a New and revised IFRSs applied with no material effect on the consolidated
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
consolidated financial statements.

Amendments to IAS 12 Income Taxes Recoqnition 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
consolidated 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 consolidated financial statements to evaluate changes in liabilities
arising from financing activities, including both cash and non-cash changes,
the application of these amendments has had no impact on the Company's
consolidated inancial statements.

Annual Improvemen to IFR tandards 2014-2016 Cycle -
Amendments to IFRS 12

The Company has applied the amendments to IFRS 12 included in the Annual
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 44-b).

IFRS 12 states that an entity need not provide summarised financial
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
consolidated 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.

. New and_revised IFRS in issu t 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, 2019.
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IFRIC 22 Foreign Currency Transactions and Advance Consideration

The interpretation addresses foreign currency transactions or parts of

transactions where:

e 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

s 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;
Assumptions for taxation authorities' examinations;
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 annuai 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 a 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.

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

A finalised version of IFRS 9 which contains accounting requirements for
financial instruments, replacing 1AS 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
IAS 39, however there are differences in the requirements applying to the
measurement of an entity's own credit risk.

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

+ 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.
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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; apply it retrospectively and
recognize the cumulative effect of initially applying this standard as an adjustment
to the opening balance of retained earnings as of year of implementation.

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, 1AS 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, 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 consolidated financial statements as of December 31, 2018 that
includes the effects of it application from the effective date.

Amendments to IFRS 15 Revenue from Contracts 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
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IFRS 7 Financial Instruments: Disclosures

The amendments are related to the additional hedge accounting disclosures (and
consequential 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 fulfillment value
and provides a more uniform measurement and presentation approach for all
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 consolidated 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 will be adopted in the Company’s consolidated

financial statements and that IFRS 16 will be adopted in the Company’s
consolidated financial statements for the annual period beginning January 1, 2019.
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