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. Independent Auditors’ Report to

the Shareholders

of Yarmouk Insurance Public Shareholding Company
Amman — Jordan

We have audited the accompanying financial statements of Yarmouk Insurance Public Shareholding Com-
pany “the Company”, which comprise the statement of financial position as of 31 December 2012, and the
statement of comprehensive income, statement of changes in equity and statement of cash flows for the
year then ended, and a summary of significant accounting policies and other explanatory information.

Board of Directors’ Responsibility
for the Financial Statements

The Board of Directors is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal control as
the Board of Directors determines is necessary to enable the preparation of consolidated financial state-
ments that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance whether the finan-
cial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presenta-
tion of the financial statements in order to design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit
also includes evaluating the appropriateness of accounting policies used and the reasonableness of account-
ing estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of the Com-

pany as of 31 December 2012, and its financial performance and its cash flows for the year then ended in ac-
cordance with International Financial Reporting Standards.

Report on the Legal Requirements

The Company maintains proper books of accounts and the accompanying
financial statements are in agreement with.

Amman - Jordan Ernst & Young / Jordan
7 February 2013 Bisher Ibrahim Baker
License 592




. Statement of Financial Position
for the Year Ended 31 December 2013

Notes 2013 {0
JD JD

Assets
Investments
Bank QIeposits . 3 5,632,456 5,525,599
grr]ca)fri]tc(l)arl lgsszets at fair value through 4 2 848,302 3,445 695
Investment properties 5 2,327,892 1,887,330
Financial assets at amortized cost 6 199,134 199,134
Total investments 11,007,784 11,057,758
Other assets
Cash at banks 7 1,172,345 935,960
Checks under collection 8 504,224 475,841
Accounts receivable, net 9 3,136,941 1,007,465
Reinsurers’ receivable, net 10 360,838 421,651
Property and equipment 11 544,446 577,575
Intangible assets 12 47,430 71,969
Other assets 13 119,944 94,858
Total assets 16,893,952 14,643,077

Liabilities and equity

Liabilities

Technical reserves

Unearned premium reserve, net 535,967 247,702
QOutstanding claims reserve, net 906,043 1,268,449
Mathematical reserve, net 26,391 5,085

Total technical reserves 1,468,401 1,521,236

Other liabilities

Accounts payable 14 315,987 231,646
Accrued expenses 44,480 55,096
Reinsurers’ payable 15 3,197,772 1,421,323
End of service indemnity provision 16 150,697 157,600
Income tax provision 18 46,115 1,427
Deferred tax liabilities 18 5,199 736
Other liabilities 17 1,393,562 1,014,607
Total liabilities 6,622,213 4,403,671
Equity

Paid in capital 19 8,000,000 8,000,000
Statutory reserve 20 1,262,655 1,199,422
Retained earnings 21 1,009,084 1,039,984
Total shareholders’ equity 10,271,739 10,239,406

Total liabilities and equity 16,893,952 14,643,077

The attached notes 1 to 41 form part of these financial statements



. Statement of Comprehensive Income
for the Year Ended 31 December 2013

Not 2013 2012
OIS JD JD
Revenue
Gross written premiums 9,488,362 6,590,257
Less: reinsurers’ share 8,547,768 6,041,201
Net change in unearned premiums reserve (288,265) 510,918
Net change in mathematical reserve 21,306 2,455

Net earned premiums 631,023 1,057,519
Commissions income 1,560,887 1,186,869
Policies issuance fees and other underwriting income 250,040 134,425
Interest income 23 227,465 114,082
Gain from financial assets and investments 24 112,357 1,956,254
Other income 191,388 5,628
Total revenues 2,973,160 4,454,777
Paid claims 2,279,615 2,323,652
Less: recoveries 216,641 348,623
Less: reinsurers’ share 1,490,234 710,067
Paid claims, net 572,740 1,264,962
Net change in claims reserve (362,406) 329,259
Allocated employees’ expenses 26 843,247 732,617
Allocated general and administrative expenses 27 337,550 341,658
Excess of loss premiums 43,530 94,922
Policies acquisition costs 392,520 269,007
Other expenses related to subscriptions 9,009 9,373
Net claims 1,836,190 3,041,798
Unallocated employees’ expenses 26 121,327 99,354
Depreciation and amortization 85,837 86,527
Unallocated general and administrative expenses 27 84,389 85,415
Allowances for doubtful debt 9 62,744 -
Other expenses 28 60,652 39,873
Board of Directors’ remuneration 45,000 43,333
Total expenses 2,296,139 3,396,300
Profit for the year before tax 677,021 1,058,477
Income tax expense for life insurance 18 (44,688) (1,427)
Profit for the year 632,333 1,057,050

Add: Other comprehensive income items net of tax

Total comprehensive income for the year 632,333 1,057,050
JD/Fils JD/Fils

Basic and diluted earnings per share 0/079 0/132

The attached notes 1 to 41 form part of these financial statements



. Statement of Changes in Equity
for the Year Ended 31 December 2013

Paid in
Capital

JD

Statutory
Reserve

JD

Retained
Earnings*

JD

For the Year Ended 31 December 2013
Balance at 1 January 2013
Total comprehensive income for the year

Transfer to statutory reserve

Balance at 31 December 2013

For the Year Ended 31 December 2012
Balance at 1 January 2012

Total comprehensive income for the year
Transfer to statutory reserve

Balance at 31 December 2012

8,000,000

8,000,000

8,000,000

8,000,000

1,199,422

63,233

1,262,655

1,093,717

105,705
1,199,422

1,039,984
632,333
(63,233)

(600,000)

1,009,084

88,639
1,057,050
(105,705)
1,039,984

10,239,406
632,333
(600,000)

10,271,739

9,182,356
1,057,050

10,239,406

* The retained earnings do not include unrealized gains from financial assets that are not available for disposition
as of 31 December 2013 and 2011, in accordance with the Insurance Commission’s instructions.




. Statement of Cash Flows
for the Year Ended 31 December 2013

Cash flows from operating activities
Profit for the year before tax
Adjustments

Depreciation and amortization

Gain from sale of financial assets at fair value through profit or loss

Gain from sale of property and equipment
Gain from sale of investment properties
Net change in unearned premiums reserve
Net change in outstanding claims reserve
Net change in mathematical reserve

End of service indemnity provision
Allowance for doubtful debt

Net change in fair value of financial assets at
Fair value through profit or loss

Cash flows from (used in) operating activities before changes

in working capital

Checks under collection

Accounts receivable

Reinsurers’ receivable

Financial assets at fair value through profit or loss
Other assets

Accounts payable

Accrued expenses

End of service indemnity provision

Reinsurers’ payable

Other liabilities

Net cash flows from operating activities before tax
Income tax paid

Net cash flows from operating activities

Cash flows from investing activities

Deposits at banks maturing within 3 months to one year
Purchase of property and equipment

Purchase of intangible assets

Proceeds from sale of property and equipment
Purchase of financial assets at amortized cost
Proceeds from sale of investment properties

Net cash flows (used in) from investing activities
Cash flows from financing activities

Cash dividends

Net cash flows used in financing activities

Net increase in cash and cash equivalent

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The attached notes 1 to 41 form part of these financial statements

2013
JD

677,021

85,837
(156,046)

088,265
(362,406)
21,306
36,767
62,744

250,420

903,908

(28,383)
(2,192,220)
60,813
507,482
(25,086)
84,341
(10,615)
(43,670)
1,776,449
378,954
1,411,973

1,411,973

342,009
(8,018)

(460,713)

(126,722)

(600,000)
(600,000)
685,251
6,119,550
6,804,801

2012
JD

1,068,477

86,527
(11,967)
(1,803,753)
(510,918)
329,259
2,455
33,409

66,662

(749,849)

341,368
163,103
91,185
(271,311)
3,982
(95,507)
12,440
(4,533)
456,747
216,696
164,321
(3,795)
160,526

(6,958)
(4,388)
(19,638)

2,563,557
2,532,573

2,693,099
3,426,451
6,119,550



B statement of Underwriting Revenue for

Life Insurance
for the Year Ended 31 December 2013

2013
JD JD

Written premiums

Direct business 154,279 59,460
Indirect business 8,079 -
Total premiums 162,358 59,460
Less: local reinsurers’ premiums 1,988 23,817
Less: foreign reinsurers’ premiums 108,457 18,784
Net premiums 51,913 16,859
Add:

Mathematical reserve at the beginning of the year 20,745 28,774
Less: reinsurance share 15,660 26,144
Net mathematical reserve 5,085 2,630
Less:

Mathematical reserve at the end of the year 84,238 20,745
Less: reinsurance share 57,847 15,660
Net mathematical reserve 26,391 5,085
Net earned revenues from the written premiums 30,607 14,404

. Statement of Claims Cost for Life Insurance
for the Year Ended 31 December 2013

Life
2013 2012
JD JD

Claims paid 182,520 4,912
Less:

Local reinsurers’ share 4,149 -
Foreign reinsurers’ share 144,206 3,520
Net paid claims 34,165 1,392
Add:

Claims reserve at the end of the year 45,179 37,224
Less:

Reinsurers’ share 33,162 34,092
Net claims reserve at the end of the year 12,017 3,132
Less:

Outstanding claims reserve at the beginning of the year 37,224 20,736
Less: reinsurers’ claims 34,092 17,470
Net outstanding claims reserve at the beginning of the year 3,132 3,266
Net claims cost 43,050 1,258



. Statement of Underwriting (Gain) for

Life Insurance
for the Year Ended 31 December 2013

Net earned revenue from the written premiums 30,607 14,404
Less:

Net claims cost 43,050 1,258
Add:

Commissions received 10,066 429
Insurance policies issuance fees 9,028 4,873
Total revenues 6,651 18,448
Less:

Commissions paid 1,437 964
Allocated general and administrative expenses 28,074 14,481
Income tax 3,897 1,427
Total expenses 33,408 16,872

Underwriting (loss) profit (26,757) 1,576




. Statement of Underwriting Revenues for General Insurance

for the Year Ended 31 December 2013

Wiritten
premiums:

Direct insurance .

Reinsurance
inward business 239
239

Total premiums
Less:

Local reinsurance
share

Foreign
reinsurance share
Net s.:Em:
premiums

Add:

wm_wzom at the
beginning of the
year

Unearned
premiums reserve
Less: reinsurance
share

Net unearned
premiums
reserve

Less:

239

2,856

2,856

Balance at the
end of the year

Unearned
premiums reserve

Less: reinsurance
share

Net c.:mm_‘:ma
premiums -
reserve

Net earned
revenue
from written
premiums

3,095

2,253
8,236
10,489

2,635

7,954

597,125

54,323

542,802

2,856

2,856

547,900

Marine and
Transportation

2013
JD

488,698
118,010
606,708

107,321
478,426
20,961

144,866

142,071

2,795

156,007
151,250

4,757

18,999

Fire and Property

2012 2013 2012
JD JD JD

454,905 5,894,807 4,089,684
275,822 329,180 310,090
730,727 6,223,987 4,399,774
262,995 472,548 217,155
415,898 5,681,442 4,152,334
52,234 69,997 30,285
174,235 2,234,878 1,988,602
172,081 2,222,339 1,977,665
2,154 12,539 10,937

144,866 3,741,002 2,234,878

142,071 3,723,260 2,222,339
2,795 17,742 12,539
51,593 64,794 28,683

Liability
2013 2012
JD JD
133,196 73,044
3076 48,005
136,272 121,049
2305 1525
129904 88,746
4063 30,778
75621 131477
55335 116,411
20,286 15,066
49266 75621
47726 55335
1540 20,286
22809 25558

Medical

2013 2012
JD JD

2,223,610 1,102,887

2,223,610 1,102,887

1,439,489 716,509
784,121 386,378
563,169 522,838
366,060 339,845
197,109 182,993

1,458,048 563,169
947,731 366,060
510,317 197,109
470913 372,262

Other Classes
2013 2012
JD JD
65,099 105,602
59,068 50,731
124,167 156,333
48,011 48,014
66,856 83,751
9,300 24,568
61,405 43,600
49288 38,932
12,117 4,668
39,087 61,405
37476 49,288
1,611 12,117
19,806 17,119

Supplement
Insurance
2013 2012
JD JD
11,021 9,538
11,021 9,538
11,021 9,538
4,726 7,939
4,726 7,939
2,388 4,726
2,388 4,726

Total

2013 2012
JD JD

8,816,431 5,837,913
509,573 692,884
9,326,004 6,530,797

630,185 531,824
7,807,138 5,466,776

888,681 532,197

3,087,521 3,465,816

2,839,619 2,707,196

247,702 758,620

5,445,798 3,087,521
4,909,831 2,839,819

535,967 247,702

600,416 1,043,115



. Statement of Claims Cost for General Insurance
for the Year Ended 31 December 2013

Fire and Property

2013
JD

2012
JD

Liability

2013
JD

JD

Medical

2013
JD

201
JD

Supplement

Insurance

2013 2012
JD JD

Total

2013 201
JD JD

Marine and
Transportation
2013 2012
JD JD
Paid claims 335,659 1,351,171 530,595 34,893
Less:
Recoveries 88,167 347,121 128,248 -
Local reinsurers’ share 5,841 12,862 - -
Foreign reinsurers’ )
S 22250 503,363 33,024
Net paid claims 241,651 968,938 (101,016) 1,869
Add:
Outstanding claims
reserve at the end of
the year
Reported 870,245 1,222,355 322,710 563,752
Unreported 50,450 114,450 600 600
Less:
Reinsurers’ share 176,840 205,960 290,433 507,357
Recoveries 86,771 98,248 - -
Net outstanding
claims reserve at the
end of the year
Reported 606,634 918147 32277 56,395
Unreported 50,450 114,450 600 600
Less: outstanding
claims reserve at the
beginning of the year:
Reported 1,222,355 1,352,570 563,752 17,372
Unreported 114,450 114,450 600 600
Less:
Reinsurers’ share 205,960 278,030 507,357 16,545
Recoveries 98,248 423,228 - -
Net outstanding
claims reserve at 1,032,597 765,762 56,995 1,427
beginning of the year
Net claims cost (133,862) 1,235,773 (125,134) 57,437

80,452

226
26,328

49,327
4,571

389,117
600

359,041

30,076
600

130,655

1,502
32,488

92,453
4,212

318,578
600

291,639

26,939
600

318,678 461,325

600

600

291,639 435,517

27,539

7,708

26,408

5,343

130,905
100

50,080

80,825
100

83,625
100

5,000

78,725

2,200

8,947

8,947

83,625
100

5,000

78,625
100

86,424
100

86,524

1,148

1,144,989 787,092

753,007
391,982

89,366
158,890

160,716

31,278
56,262

67,513
109,545

114,438

62,620

416,902

511,401
275,691

67,513
109,545

114,438

23,630
38,990

145,116
1,000

94,326

51,790

286,521

Other Classes
2013 2012
JD JD
5,400 5,982
2,941 1,449
1,072 620
1,387 3,913
41377 55829
1,250 1,250
37,703 50,238
3,674 5,591
1,250 1,250
55,829 18,140
1,250 1,250
50,238 15,377
6,841 4,013
(530) 6,741

2,097,095 2,318,740

216,641 348,623
35110 46,799

1,306,769 659,748
538,575 1,263,570

1,843,720 2,311,652
211,890 226,545

1,074,813 1,174,632
86,771 98,248

784,764 1,109,327
109,262 155,990

2,311,652 2,080,947
226,545 118,000

1,174,632 839,795
98,248 423,228

1,265,317 935,924

167,284 1,592,963




. Statement of Underwriting Profits for General Insurance
for the Year Ended 31 December 2013

Net earned revenue from
written premiums

Less:
Net claims cost
Add:

Commissions received

Insurance policies issuance
fees

Ownership transfer fees
Other revenues

Net revenue

Less:

Commissions paid

Excess of loss premiums

Allocated general and
administrative expenses

Other allocated expenses
Total expenses

Underwriting profit (loss)

Motor
3 2012

JD JD

3,095 547,900

- 863

- 3,426

136,957 (683,594)

= 2,281

- 42,000
11,427 60,006
11,427 104,287

125,530 (787,881)

Marine and
Transportation

2013 2012

JD JD

18,999

(133,862) 1,235,773 (125,134) 57,437

139,796 192,227 806,014 702,140

9,743

52,176 7,420

345,848 203,861 954,992 787,830 37,940 35,089

7,378

8208 7,850
109,126

1,206 1,544

125918 158,697 726,160 659,589

219930 45,164 228,832 128,241

51,593

Fire and
Property

2013

JD JD

7,708 5,343

10,068 91,892 62,350

17,088 70,059 52,303

35,208 45,072

132,215 619,814 561,274

1,079 940

Liability

2012 2013 2012

JD

2,200

15,804

1,627

2,044

13,571

15,615

22,325

2013

JD JD

64,794 28,683 22,809 25,558 470,913

1,148 416,902

9,611 566,903

1,168 83,799

704,673

4,353 307,330

15,442 384,514

- 6,663
19,795 698,507

15294 6,166

Medical

2012
JD

372,262

286,521

261,144

40,611

387,496

186,468

268,591

6,695
461,714

(74,218)

Other Classes
2013 2012

JD JD

19,806 17,119

(530) 6,74

19,135 18,448

1,347 2,150

- 666

40,818 31,642

3493 5130

12,365 19,943

61 101
15,879 25,174

24,939 6,468

Supplement

Insurance

2013 2012

JD

3,169

568

3,737

819
114

1,906

2,839
898

Total
2013
JD JD
- 600,416
- 167,284
2,970 1,550,821
850 188,836
- 52,176
3,820 2,224,965
420 391,083
- 43,530
2,323 1,152,723
133 9,009
2,876 1,596,345
944 628,620

2012

JD

1,043,115

1,592,963

1,186,440
118,040
3,426
8,086

766,144

268,043

94,922
1,069,794

9,373
1,432,132

(665,988)




(1) General

Yarmouk Insurance Company was established in 1980 and registered as a Jordanian public shareholding
company, under No. 138 with an authorized and paid in capital of JD 666,408 divided into 666,408 shares

at a par value of JD 1 each. The Company’s capital has been increased during the years to reach an
authorized and paid in capital of JD 8,000,000 divided into 8,000,000 shares at a par value of JD 1 each.

The Company is engaged in all insurance types such as fire and property, accident, marine, medical, liability
supplement insurance and life insurance.

The Company suspended the motor insurance license starting 1 January 2012, which was approved by
the Insurance Commission as of 11 December 2011.

The head office of Yarmouk Insurance Company is located in Al-Rabya — Amman, The Hashemite Kingdom
of Jordan.

The financial statements were approved by the Board of Directors on 6 February 2014 and it is subject to

the approval of the General Assembly of shareholders.

(2) Significant Accounting Policies

Basis of Preparation

The financial statements have been prepared in accordance with the standards issued by the International
Accounting Standards Board and in accordance with the forms prescribed by the Jordanian Insurance
Commission.

The financial statements have been prepared under the historical cost convention, except for the financial
assets at fair value through profit or loss, which have been measured at fair value.

The financial statements have been prepared in Jordanian Dinar, which is the functional currency of the
Company.

Change in Accounting Policies

The accounting policies adopted in the preparation of the financial statements for the year ended 31

December 2013 are consistent with those of the previous financial year, except for the following amendments
to IFRS effective as of 1 January 2013:




Implementation of New and Amended Standards

IFRS 11 Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joint Ventures and SIC-13 Jointly-controlled Entities — Non-monetary
Contributions by Ventures. IFRS 11 removes the option to account for jointly controlled entities (JCEs) using

proportionate consolidation. Instead, JCEs that meet the definition of a joint venture must be accounted for
using the equity method.

This standard became effective starting from 1 January 2013.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair value measurements. IFRS 13 does
not change when an entity is required to use fair value, but rather provides guidance on how to measure
fair value under IFRS when fair value is required or permitted. This standard became effective for annual
periods starting from 1 January 2013.

The application of the new standards did not have a significantimpact on the financial position or performance
of the Company.

Amended Standards

IAS 1 Presentation of ltems of Other Comprehensive Income
— Amendments to |AS 1

The amendments to IAS 1 change the grouping of items presented in other comprehensive income (OCI).
ltems that could be reclassified (or “recycled”) to profit or loss at a future point in time (for example, net gain on
hedge of net investment, exchange differences on translation of foreign operations, net movement on cash flow
hedges and net loss or gain on available-for-sale financial assets) would be presented separately from items

that will never be reclassified (for example, actuarial gains and losses on defined benefit plans and revaluation
of land and buildings). The amendment affects presentation only and has no impact on the Company’s financial
position or performance. The amendment became effective starting from 1 January 20183.

IFRS 7 Disclosures — Offsetting Financial Assets and
Financial Liabilities — Amendments to IFRS 7

These amendments require an entity to disclose information about rights to set-off and related arrangements
(e.g., collateral agreements). The disclosures would provide users with information that is useful in evaluating
the effect of netting arrangements on an entity’s financial position. The new disclosures are required for all
recognized financial instruments that are set off in accordance with IAS 32 Financial Instruments: Presentation.

The disclosures also apply to recognized financial instruments that are subject to an enforceable master
netting arrangement or similar agreement, irrespective of whether they are set off in accordance with IAS
32. These amendments had no impact on the Company’s financial position or performance and became
effective starting from 1 January 2013.



IAS 19 Employee Benefits (Revised)

The IASB has issued numerous amendments to IAS 19. These range from fundamental changes such as removing
the corridor mechanism and the concept of expected returns on plan assets to simple clarifications and re-wording.

The Company does not expect the amendments to have any impact on its financial position or performance as the
Company does not have employee benefit plans. The amendment became effective starting from 1 January 2013.

Recognizing Financial Assets

Financial assets and financial liabilities are recognized on the trading date, which is the date the Company
commits itself to purchase or sell the financial assets.

Fair Value

For investments quoted in an active market, fair value is determined by reference to quoted market prices.
Bid prices are used for assets and offer prices are used for liabilities.

For financial instruments where there is no active market, fair value is normally based on one of the following methods:
- Comparison with the current market value of a highly similar financial instrument.

- The expected cash flows discounted at current rates applicable for items with similar terms and risk characteristics.
- Option pricing models.

The objective of the valuation method is to show a fair value that reflects market expectations.

Business Segment

The business segment represents a set of assets and operations that jointly provide products and services
subject to risks and returns different from those of other business sectors, which are measured based on
the reports used by the top management of the Company.

The geographic sector relates to the providing of products and services in a defined economic environment

subject to risks and returns different from those of other economic environments.

Financial Assets at Fair Value Through Profit or Loss

The debt instruments that are not consistent with the business model of financial assets carried at amortized
cost, or those which the Bank chose to classify at fair value through profit or loss, are measured at fair value
through profit and loss.

Financial instruments at fair value through profit or loss are initially measured at fair value, transaction costs are
recorded in the statement of income at the date of transaction. Subsequently, these assets are revalued at fair
value. Gains or losses arising on subsequent measurement of these financial assets including the change in fair
value arising from non-monetary assets in foreign currencies are recognized in the income statement. When these
assets or a portion of these assets are sold, the gains or losses arising are recorded in the income statement.

Dividend and interest income are recorded in the income statement.

It is not permitted to reclassify assets (to/or) from this category except in certain circumstances determined
in IFRS 9.



Financial Assets at Amortized Cost

Financial assets are measured at amortized cost only if these assets are held within a business model
whose objective is to hold the asset to collect their contractual cash flows and that the contractual terms
of the financial asset give rise, on specified dates, to cash flows constituting solely principal and interest
on the outstanding principal amount;

Debts instruments meeting these criteria are initially measured at amortized cost plus transaction costs.
Subsequently they are amortized using the effective interest rate method, less allowance for impairment.

The losses arising from impairment are recognized in the income statement.

The amount of the impairment consists of the difference between the book value and present value of the
expected future cash flows discounted at the original effective interest rate.

It is not permitted to reclassify assets to or from this category except in certain circumstances determined in IFRS 9.
If these assets are sold before the maturity date, gain or loss from sale is recorded in the income statement.

Investment Properties

Properties held to earn rental, for capital appreciation purposes or held for undetermined use are considered

investment properties. Investment properties are measured at cost less any accumulated depreciation and
any accumulated impairment losses.

No depreciation is charged on land. Depreciation is calculated on a straight-line basis over the estimated
useful lives of assets as follows:

The carrying values of investment properties are reviewed for impairment when events or changes in
circumstances indicate the carrying values may not be recoverable. If any such indication exists and where the
carrying values exceed the estimated recoverable amount, the assets are written down to their recoverable
amount, being the higher of their fair value less costs to sell and their value in use.

Investment properties are revalued according to the Insurance Committee’s regulations and the related fair
value is disclosed in the related note.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, cash and cash equivalents comprise cash on hand and
balances at banks maturing within three months or less, after deducting bank overdrafts and restricted cash.

Accounts Receivable

Accounts receivable are stated at original invoice amount less a provision for any uncollectible amounts. An
estimate for doubtful debts is made when collection of the full or part of the amount is no longer probable.

Bad debts are written off as incurred.

Reinsurers’ Accounts

Reinsurers’ shares of insurance premiums, paid claims, technical provisions, and all other rights and
obligations resulting from reinsurance based on contracts concluded between the Company and reinsurers
are accounted for on the accrual basis.




Reinsurance

The Company engages in a variety of inward and outward reinsurance operations with other insurance and
reinsurance firms. The reinsurance operations include Quota share, excess of loss, facultative reinsurance,
and other types of reinsurance. These reinsurance contracts do not eliminate the Company’s liability towards

policyholders, where in the case the reinsurance fails to cover its portion of total liability, the Company bears the
total loss. Therefore, the Company creates a provision for un-recovered amounts. The estimation of amounts that
are likely to be recovered from reinsurers is done according to the Company’s portion of total liability for each claim.

Impairment in Reinsurance Assets

In case there is any indication as to the impairment of the reinsurance assets of the Company, which
possesses the reinsured contract, the Company has to reduce the present value of the contract’s and
record the impairment in the statement of income.

The impairment is recognized in the following cases only:

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

The event has a reliably and clearly measurable effect on the amounts that the Company will recover from reinsurers.

Insurance Policy Acquisition Cost

Acquisition cost represents the cost incurred by the Company for selling or underwriting or issuing new
insurance contracts; the acquisition cost is recorded in the statement of income.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and accumulated impairment
losses. Property and equipment is depreciated when it is ready for use. Depreciation is computed on a
straight-line basis using the following depreciation rates, and the expense is recorded in the statement of
income (land is not depreciated).

%
Building 2
Furniture 10-15
Vehicles 15
Computers 20
Others 10-20

Depreciation expense is calculated when property and equipment is put in use; property and equipment under
construction is stated at cost less impairment loss.

Assets are written down to their recoverable amount, being the higher of their fair value less costs to sell and their

value in use. The impairment loss is recorded in the statement of income.

The useful life and depreciation method are reviewed periodically to ensure that the method and period of
depreciation are consistent with the expected pattern of economic benefits from items of property or equipment.

Any gain or loss arising on the disposal or retirement of an item of property and equipment which represents
the difference between the sales proceeds and the carrying amount of the asset is recognized in the
statement of income.

Any item of property or equipment derecognized upon disposal or when no future economic benefits are

expected to arise from the continued use of the asset.



Intangible Assets

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible
assets acquired in a business combination is their fair value as at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and accumulated
impairment losses.

The useful lives of these intangible assets are assessed as either finite or indefinite.

Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The amortization period and
the amortization method for an intangible asset with a finite useful life are reviewed at least at the end
of each reporting period. Changes in the expected useful life or the expected pattern of consumption
of future economic benefits embodied in the asset are considered to modify the amortization period or
method, as appropriate, and are treated as changes in accounting estimates. The amortization expense
on intangible assets with finite lives is recognized in the consolidated income statement in the expense
category consistent with the function of the intangible assets.

Intangible assets with finite lives are amortized over their economic lives on a straight-line basis at 20% annually.

Provisions

Provisions are recognized when the Company has an obligation at the date of the financial statement as a
result of past events, and the cost to settle the obligation is both probable and measured reliably.

The amount recognized as a provision is the best estimate of the consideration required to settle the
obligation at the financial statement’s date, taking into account the risks and uncertainties surrounding the

obligation where a provision is measured using the cash flows estimated to settle the present obligation; its
carrying amount is the present value of these cash flows.

When it is expected to recover some or all amounts due from other parties, the due amount will be recognized
within the assets if the value can be measured reliably.

A- Technical Reserves

Technical reserves are provided for in accordance to the Insurance Commission’s instructions, as follows:

Unearned premiums reserve is measured for general insurance business based on remaining days of the
insurance policy of expiration, considering a period of 365 days except marine and transport insurance,
which is calculated based on written premiums for existing policies at the date of the financial statements
in accordance with laws, regulations and instructions issued pursuant there to.

Outstanding claims (reported) provision is measured at the maximum value of the total expected loss for
each claim separately.

Provision for the ultimate cost of claims incurred but not yet reported (IBNR) and unexpired risk is measured
based on the estimates and the experience of the Company.



B- Impairment of Receivables

The receivables impairment is provided when there is objective evidence that the Company will not be able
to collect all or part of the due amounts, and this allowance is calculated based on the difference between
book value and recoverable amount. The allowance is measured after monitoring the receivables in detail
and all receivables aging one year and above are provided for provision.

C- End of Service Indemnity Reserve

The end of service indemnity reserve for employees is calculated based on the Company’s policy and in
accordance with the Jordanian Labor Law.

The paid amounts as end of service for resigned employees is debited to this account. The Company
obligation for the end of service is recorded in the statement of income.

Liability Adequacy Test

At each statement of financial position date the Company assesses whether its recognized insurance liabilities
are adequate using current estimates of future cash flows under its insurance contracts. If assessment
shows that the carrying amount of its insurance liabilities (less related deferred policy acquisition costs)
is inadequate in the light of estimated future cash flows, the deficiency is immediately recognized in the
statement of income.

Income Tax

Income tax represents current and deferred tax.

A- Accrued Income Tax

The accrued income tax expense is calculated based on taxable income. The taxable income differs from
the actual income in the statement of income because the accounting income contains expenditures
and revenues that are not tax deductible in the current year but in the preceding years or the accepted
accumulated losses or any other not deductible for tax purposes.

The taxes are calculated based on enacted tax percentages, which are stated by laws and regulations in
the Hashemite Kingdom of Jordan.

B- Deferred Tax

Deferred taxes are taxes expected to be paid or recovered as a result of temporary differences between
the time value of the assets or liabilities in the financial statements and the value that is calculated on the
basis of taxable profit.

Deferred tax is provided using the liability method on temporary differences at the liabilities and their carrying
amounts for financial reporting purposes.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent

that it is no longer probable that sufficient taxable profit will be available to allow all or part of deferred tax
assets to be utilized.



Offsetting

Financial assets and financial liabilities are only offsetted and the net amount is reported in the statement
of financial position when there is a legally enforceable right to set off the recognized amounts and the
company intends to either settle on a net basis, or to realize the asset and settle the liability simultaneously.

Revenue Recognition
A- Insurance Policies

Insurance premiums are recorded as revenues (earned premiums) based on the accrual periods and policy
covering period. Unearned premiums are recorded according to insurance policy periods at the date of

financial statements claims expenses are recognized in the statement of income based on the expected
claim value to compensate other parties.

B- Dividend Distribution

The dividends revenues are realized when the shareholder has the right to receive the payment once
declared by the General Assembly of Shareholders.

Interest revenues are recorded using the accrual basis based on the accrual periods, principle amount and
interest rate.

C- Rent Revenue

Rent revenue from investment property with operating lease agreements is recognized using the straight-
line method. Other expenses are recognized on an accrual basis.

Expenditures Recognition

All commissions and other costs related to the new or renewed insurance contracts are recorded in the
statement of income during the period it occurred in and all other expenditures are recognized using the
accrual basis.

Insurance Compensations

Insurance compensations represent paid claims during the year and change in outstanding claims reserve.

Insurance compensations payments during the year even for the current or prior years. Outstanding claims

represent the highest estimated amount settle the claims resulting from events occurring before the date of
financial statements but not settled yet.

Outstanding claim reserve is recorded based on the best available information at the date of financial
statements and includes the IBNR.

Recoverable Scraped Value

Recoverable scraped value is considered when recording the outstanding claim amount.



General and Administrative Expenses
General and administrative expenses are distributed to each insurance division separately. Moreover, 80%

of the undistributable general and administrative expenses are allocated to different insurance departments
based on the ratio of earned premiums of the department to total premiums.

Employees’ Expenses

The traceable employees’ expenses are allocated directly to insurance departments, and 80% of un-
allocated employees’ expenses are allocated based on earned premiums per department to total premiums.

Foreign Currencies

Transactions in foreign currencies are recorded at the rates of exchange prevailing at the transactions’
dates. Monetary assets and liabilities in foreign currencies are translated into JD at rates of exchange
prevailing at the statement of financial position date as issued by the Central Bank of Jordan. Any gains or
losses are taken to the statement of income.

Translation gains or losses on non-monetary items are recorded as part of change in fair value.

Use of Estimate

The preparation of the financial statements requires management to make estimates and assumptions
that affect the reported amounts of financial assets and liabilities and disclosure of contingent liabilities.
These estimates and assumptions also affect the revenues and expenses and the resultant provisions. In

particular, considerable judgment by management is required in the estimation of the amount and timing of
future cash flows when determining the level of provisions required. Such estimates are necessarily based
on assumptions about several factors involving varying degrees of judgment and uncertainty and actual
results may differ resulting in future changes in such provisions.

The details of significant estimates made by management are as follows:

A provision of doubtful debt is estimated by the management based on their principles and assumptions
according to International Financial Reporting Standards.

The financial year is charged with its related income tax in accordance with regulations.

The management periodically reviews tangible and intangible assets’ useful life in order to calculate the
depreciation and amortization amount depending on the status of these assets and future benefit. The
impairment loss (if any) appears on the statement of income.

The outstanding claim reserve and technical reserve are estimated based on technical studies and according
to Insurance Commission regulations and filed actuarial studies.

A provision on lawsuits against the Company is made based on the Company’s lawyers’ studies in which
contingent risk is determined; review of such study is performed periodically.

The management periodically reviews whether a financial asset or group of financial assets is impaired; if
S0, this impairment is taken to the statement of income.



(3) Bank Deposits

This item represents the following:

2013

Deposits Deposits Maturing
Maturing Between More
Between 1-83  Than 3 Months -

Months One Year

JD JD JD
Inside Jordan 4,604,498 1,027,958 = 5,632,456 5,625,599

Deposits

Maturing Within
One Month

The annual interest rate on deposits ranged between 5.25% to 6% during 2013.

Guarantee pledged for the benefit of the General Manager of the Insurance Commission in Union Bank
amounted to JD 326,250 as of 31 December 2013, and deposit pledged for the benefit of the General
Manager of the Insurance Commission deposited in Union Bank amounted to JD 326,250 as of 31
December 2012.

There are no restricted cash balances as of 31 December 2013.

(4) Financial Assets at Fair Value Through Profit
or Loss

This item consists of the following:

JD JD

Inside Jordan

Quoted shares 1,029,129 1,091,539
Unquoted shares* 1,508,331 1,750,831
Qutside Jordan

Quoted shares 310,842 603,325

Total 2,848,302 3,445,695

*This item represents shares for which the market value is not available, and are shown at the fair value that
has been estimated by the Company’s management, which approximates the book value as of the date of the
financial statements. The Company’s management is not aware of any impairment in value of these investments.




(5) Investment Properties

This item consists of the following:

Land* 1,634,701 1,246,511
Buildings 1,053,920 981,397
Accumulated depreciation for buildings (360,729) (340,578)
Buildings — net 693,191 640,819
Total 2,327,892 1,887,330

*The company has purchased a land for JD 360,000 according to irrevocable proxy in the name of some
of the Board of Directors’” members.

The fair value of investment properties has been determined by real estate experts as
of 31 December 2013 at JD 5,046,646 in accordance with the Insurance Commission regulations.

(6) Financial Assets at Amortized Cost

This item consists of the following:

Inside Jordan

Governmental bonds 199,134 199,134

Bonds mature on 12 November 2015 and bear an annual interest rate of 3.875%.

(7) Cash at Banks

This item consists of the following:

2013 2012
JD JD
Cash at banks (current accounts) 1,172,345 935,960

(8) Cheques Under Collection

This item represents cheques under collection as of 31 December 2013, their maturity date extends up to
December 2014.



(9) Accounts Receivable, Net

This item consists of the following:

2013 2012
JD JD

Policyholders 3,187,649 1,184,057
Brokers’ receivables 66,407 39,356
Agents’ receivables 5,221 4,490

3,259,277 1,227,903
Less: provision for doubtful debts* (122,336) (220,438)

3,136,941 1,007,465

*Movements on the provision for doubtful debts are as follows:

2013 2012
JD JD
Balance at the beginning of the year 220,438 220,438
Additions 62,744 -
Transferred to reinsurer’s receivable (24,471) -
Written off debts (136,375) -
Balance at the end of the year 122,336 220,438

The aging of unimpaired receivables is as follows:

Past Due But Not Impaired

1-90 91-180 181-360
JD
31 December 2013 2,341,669 385,996 409,276 3,136,941
31 December 2012 421,449 270,756 315,260 1,007,465

(10) Reinsurers’ Receivables, Net

This item consists of the following:

2013 2012
JD JD
Local insurance companies 194,505 311,910
Foreign reinsurance companies 190,804 109,799

385,309 421,709

Less: provision for doubtful debt for reinsurance receivables* (24,471) (58)
360,838 421,651



*Movements on provision for doubtful reinsurers’ debt are as follows:

2013 2012
JD JD
Balance at the beginning of the year 58 1,562
Transferred from accounts receivable 24,471 -
Written off debts (58) (1,504)
Balance at the end of the year 24,471 58

Below is the ageing of unimpaired reinsurance receivables:

Past Due But Not Impaired
1-90 91-180 181-360

DEVE] DEVA] Days
JD JD JD

31 December 2013 116,395 103,525 140,918 360,838
31 December 2012 195,758 118,995 106,898 421,651




(11) Property and Equipment

This item consists of the following:

Furniture

Building . Vehicles Computers  Others
JD & Fixture JD JD JD
JD
Cost
Balance atthe beginning 54 500 514,991 110,570 81,650 60,711 223093 850,315
of the year
Additions : - 5,008 : 2,790 - 8,018
Disposals - - (3,394) - - - (3,394)
Balance attheendof o 55y 514991 112404 81,650 63501 22,393 854,939
the year
Accumulated
depreciation
Balance atthebeginning _ yp5 450 58931 31,028 89,873 16448 272,740
of the year
Charge for the year ; 10,300 9,127 11,099 9,017 1604 41147
Disposals - - (3,394) - - - (3,394)
Salance at the end of . 136,760 64,664 42,127 48890 18,052 310,493
the year
Net book value 60,000 378,231 47,740 39,523 14,611 4,341 544,446
2012
Cost
Balance atthe beginning o4 500 514991 122676 81,650 72.152 24318 875787
of the year
Additions - - 288 : 4,100 - 4,388
Disposals - . (12,394) - (15,541)  (1,925)  (29,860)
SElEOS B UIS EIi O 60,000 514991 110570 81,650 60,711 20393 850,315
the year
Accumulated
depreciation
Balance at the beginning . 116,160 62,462 18,781 44,999 15,316 257,718
of the year
Charge for the year - 10,300 8,825 12,247 10,318 3,052 44,742
Disposals - - (12,356) - (15,444) (1,920) (29,720)
SHIENIOS Ao Ee) O : 126,460 58931 31,028 39,873 16,448 272,740
the year
Net book value 60,000 388,531 51,639 50,622 20,838 5,045 577,575

Property and equipment include fully depreciated items amounting JD 140,001 as of 31 December 2013
(2012: JD 131,961), which are still being used until now.



(12) Intangible Assets

This item consists of the following:

Computer Programs and
Software

Balance at the beginning of the year 71,969 74,593
Additions - 19,638
Disposals - (106)
Amortization (24,539) (22,156)
Balance at the end of the year 47,430 71,969

(13) Other Assets

This item consists of the following:

2013 2012
JD JD
Unearned accrued revenues 15,194 24,258
Prepaid medical insurance commissions 71,532 44,983
Prepaid expenses 22,579 22,161
Letters of guarantee and tenders deposits 10,639 3,456
119,944 94,858

(14) Accounts Payable

This item consists of the following:

2013 2012
JD JD
Brokers’ payables 41,592 24,222
Agents’ payables 29,941 20,760
Policyholders’ payables 244,454 186,664
315,987 231,646
: ]
(15) Reinsurers’ Payables
This item consists of the following:
2013 2012
JD JD
Local insurance companies 127,028 65,730
Foreign reinsurance companies 3,070,744 1,355,593

3,197,772 1,421,323

N
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(16) End of Services Indemnity Provision

Movements on this account are as follows:

2013 2012
JD JD
Balance at the beginning of the year 157,600 128,724
Addition 36,767 33,409
Amounts paid during the year (43,670) (4,533)

Balance at the end of the year 150,697 157,600

(17) Other Liabilities

2013 2012
JD JD
Unearned revenues 8,248 34,097
Reinsurers’ deposits 1,155,485 860,105
Sales tax deposits 16,516 16,027
Dividends payable 71,548 37,736
Others 141,765 66,642
Total 1,393,562 1,014,607
(18) Income Tax
A- Income Tax Provision
Movements on the income tax provision are as follows:
2013 2{0)
JD JD
Balance at the beginning of the year 1,427 3,795
Income tax paid - (3,795)
Income tax expense 44,688 1,427
Balance at the end of the year 46,115 1,427

The income tax expense shown in the statement of comprehensive income represents the following:

2013 2012
JD JD
Accrued income 44 688 1,427
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A summary reconciliation between accounting profit and taxable profit is as follows:

2013 2012
JD JD

Accounting profit 677,021 1,058,477
Non-taxable income (446,311) (2,006,418)
Non-deductible expenses 545,871 314,278
Previous years' cumulative losses (590,380) -
Taxable (loss) profit 186,201 (633,663)
Effective income tax rate 24% -

Income Tax

The Company’s management and its tax advisor believe that the provision booked is enough to meet any
potential tax obligations.

A final settlement has been obtained from the Income Tax Department until 2011.

Sales Tax

A final settlement has been obtained from the Sales Tax Department until June 2012.

B. Deferred Tax Assets/Liabilities

Movements on deferred tax liabilities are as follows:

2013 {0} P
JD JD
Beginning balance 736 =
Changes in provision 4,463 736
Ending balance 5,199 736

(19) Paid In Capital

The authorized, issued and paid in capital amounts to JD 8,000,000 as of 31 December 2013 and 2012,
divided into 8,000,000 shares at a par value of JD 1 each.

(20) Statutory Reserve

As required by the Jordanian Companies Law, 10% of the profit before tax is to be transferred to statutory
reserve. This reserve is not available for distribution to the shareholders.

(21) Proposed Dividends

According to the General Assembly’s resolution in its extraordinary meeting held during the year 2013, the distribution
of JD 600,000 as cash dividends to shareholders, which represents 7.5% of paid in capital, was approved.

The Board of Directors will propose for the General Assembly Meeting that will be held during 2014 to

distribute cash dividends of 7.5% per share, with an amount of JD 600,000.



(22) Retained Earnings

The item consists of the following:

2013 2012
JD JD
Beginning balance 1,039,984 88,639
Profit for the year 632,333 1,057,050
Transfer to reserves (63,233) (105,705)
Dividends paid (600,000) -
Ending balance 1,009,084 1,039,984

(23) Interest Income

This item consists of the following:

2013 2012
JD JD
Bank interest 227,465 114,082

(24) Gain From Financial Assets and
Investments

This item consists of the following:

2013 2012
JD JD
Net gain of financial assets at fair value through profit or loss 156,046 11,967
Net change in fair value of financial assets at fair value through profit or loss (250,420) (66,662)
Cash dividends received (financial assets at fair value through profit or loss) 83,481 84,665
Net rental revenues 123,250 122,531
Gain from sale of investment properties - 1,803,753

112,357 1,956,254

(25) Other Income

This item consists of the following:

2013 2012
JD JD
Foreign currency exchange differences 2,388 5,628
Reconciliations with reinsurers relating to previous years 189,000 -
191,388 5,628
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(26) Employee Expenses

This item consists of the following:

2013 2{0)
JD JD

Salaries and bonuses 718,734 622,203
Employees’ saving fund contribution 59,784 55,644
End of service indemnity 36,767 33,410
Social security contribution 71,478 63,974
Medical expenses 58,639 39,026
Travel and transportation 15,274 14,327
Collection 3,898 3,387
Total 964,574 831,971
Allocated employees’ expenses to the underwriting account 843,247 732,617
Unallocated employees’ expenses to the underwriting account 121,327 99,354

(27) General and Administrative Expenses

This item consists of the following:

2013 2012
JD JD

Stationery and publications 34,496 46,461
Advertisement 48,742 53,414
Bank commissions 30,448 18,943
Board of Directors’ transportation 54,000 51,750
Water, electricity and heating 17,973 18,736
Repair and maintenance 16,439 23,756
Cleaning expenses 10,963 10,251
Postage and telecommunications 9,263 13,213
Rent 79 12,304
Training 5,992 29,305
Hospitality 25,778 23,107
Legal fees and expenses 62,414 11,548
Subscriptions and license fees 22,811 23,830
Tenders expenses 14,958 5,368
Professional fees 26,500 37,246
Donations 2,225 500
Others 38,858 47,341
Total 421,939 427,073
Allocated general & administrative expenses to the underwriting accounts 337,550 341,658
Unallocated general and administrative expenses to the underwriting accounts 84,389 85,415



(28) Other Expenses

This item consists of the following:

2013 2012
JD JD
Injuries compensation fund - 8
Insurance Commission’s fees 60,181 39,182
Income tax on interest 471 683
Total 60,652 39,873

(29) Earnings Per Share

The profit per share was calculated by dividing the profit for the year by the weighted average number of
shares outstanding throughout the year.

2013 {00
JD JD
Profit for the year (JD) 632,333 1,057,050
Weighted average number of shares 8,000,000 8,000,000
. . . o Fils/JD Fils/JD
Basic and diluted earnings per share from the year’s income 0/079 0/132

The diluted earnings per share equal the basic earnings per share.

(30) Cash and Cash Equivalents

The cash and cash equivalents presented in the statement of cash flows consist of the following:

2013 2012
JD JD
Cash at banks 1,172,345 935,960
Add: deposits at banks maturing within 3 months 5,632,456 5,183,590
Net cash and cash equivalent 6,804,801 6,119,550

(31) Related Parties’ Transactions

- During the year, the Company entered into transactions with major shareholders, board members and
directors of the Company within the Company’s ordinary course of business. All related parties’ receivables
are considered performing.

- Pricing policies and terms of the transactions with related parties are approved by the Company’s management.
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Below is a summary of related parties’ transactions, which represent transactions with the members of
the board during the year:

2013 2012
JD JD
Statement of financial position items:
Accounts receivable 42,469 15,963
Accounts payable 8,619 10,562
Income statement items:
Written premiums 193,513 29,000

The remuneration of members of key management during the year was as follows:

2013 2012
JD JD
Salaries and other benefits 486,793 389,137
End of service indemnity 25,975 22,734
512,768 411,871

(32) Fair Values of Financial Assets and Financial
Liabilities which are Not Presented of Fair Value
in the Financial Statements

There are no material differences between the book values and fair values of the financial assets and
liabilities as of 31 December 2013 and 2012.

(33) Fair Value of Financial Instruments

The Company uses the following techniques and evaluation alternatives to determine and present the
fair value for the financial instruments:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities.

Level 2: other techniques for which all inputs that have a significant effect on the recorded fair value are
observable, either directly or indirectly.

Level 3: techniques which use inputs that have a significant effect on the recorded fair value that are not
based on observable market data.




The following schedule represents the analysis for the financial instruments at the fair value according
to the hierarchy mentioned before:

First Level Second Level Third Level Total

JD JD JD JD
Financial assets

Financial assets at fair value through profit or loss 1,339,971 1,508,331 - 2,848,302

2012

Financial assets
Financial assets at fair value through profit or loss 1,694,864 1,750,831 - 3,445,695

(34) Risk Management

The Company is exposed to various risks from insurance contracts, insurance type and compensation from the
risks and disasters, in addition to political and economic factors; also the laws and regulations imposed on the
insurance companies in Jordan.

The Company manages these risks through a specific strategy as follows:

a. Concentrating on the quality of risk and ensuring that the insurance risk is consistent with the amount and type
of risk undertaken.

b. The Company monitors the development of claims through its technical management on a quarterly basis in
order to minimize the risks related to claims and reflect the Company’s true information through its interim
financial statements and to mitigate any risks that might result from unexpected developments.

c. The investment committee has the responsibility of monitoring the Company’s investments to ensure the
diversification of the Company’s investment portfolio through investing in good shares and good properties. The
committee also is conservative and tries to mitigate risks and continuously observes the investment to comply
with the Insurance Commission’s instruction.

d. The Company underwrites reinsurance contracts with leading reinsurance firms worldwide.

e. The Company maintains effective internal control procedures through department managers, the internal audit
department and the Company’s management.

f. The Company minimizes its exposure to risk by diversifying its insurance contracts.

A- Insurance Risks

1. Insurance Risk

Insurance risk is the risk that actual claims payable to contract holders in respect of insured events exceeds
the carrying amount of insurance liabilities. This could occur because of the frequency or amounts of claims are
more than expected. Probability theory could be used for pricing and reserve determination and therefore the
main risk lies in claims payments exceeding the book value of the insurance liabilities, which could result if the
actual claims differ from expectations due to insurance events fluctuating each year.

Studies have shown that the more similar insurance contracts are, the closer their actual losses are to
expectations. Moreover, the aforementioned risk is mitigated through diversification across different classes of
insurance and geographical areas.

The Company diversifies its insurance contract portfolio in order to minimize its exposure to risk. This also
improves the variability of risk through careful selection and implementation of underwriting strategy guidelines,
as well as the use of reinsurance arrangements.



Frequency of Claims

The frequency and amounts of claims can be affected by several factors. The Company underwrites mainly
fire, general accidents, motor, marine and aviation risks. These are regarded as short-term insurance
contracts as claims are normally processed and settled within one year of the insured event taking place

which helps mitigate insurance risk.

2. Claims’ Development

The table below depicts actual claims according to management’s estimation at year end, compared to the
previous four years’ estimates based on the year the claim was reported for motor insurance, as follows:

Total = Motor Insurance:

Accident Year

2009 and
Before

2010
JD

2011
JD

2012
JD

2013
JD

JD

At end of accident year 9,858,057 1,454,232 2,708,452 1,222,355 151,921 -

One year later 9,641,639 1,423,880 2,730,996 1,092,845 - -

Two years later 9,292,740 1,506,035 2,747,014 - - -
Three years later 9,602,364 1,507,241 - - - -

Four years later 9,516,066 - - - - -
Current estimate of cumulative g o6 055 1.507.241 2,747,014 1,092,845 151,921 15,015,087
claims incurred

Cumulative claims 9,179,087 1,492,141 2,593,869 829,295 - 14,094,392
Liability as presentedinthe 445 079 45100 153145 263,550 151,921 920,695
statement of financial position

Claims notified 336,979 15,100 153,145 263,550 101,471 870,245
Incurred but not reported - - - - 50,450 50,450
Current estimate of surplus 341,991 (53,009) (38,562) 129,510 ) )

(deficit)

Total - Fire and Other Damages of Property:

Accident Year

2009 and

Before
JD

2010
JD

2011
JD

At end of accident year 2,169,152 2,568,042 324,030 103,086 106,907 -
One year later 2,140,189 2,119,113 201,094 158,034 - -
Two years later 2,055,742 2,121,682 204,533 - - -
Three years later 2,059,429 2,121,722 - - - -
Four years later 2,045,459 - - - - -
Current estimate of cumulative 5 45 459 0101722 204533 158034 106,907 4,636,655
claims incurred

Cumulative claims 1,832,829 2,113,537 195370 52,457 52,746 4,246,939
Liability as presented in the 212,630 8,185 9,163 105577 54,162 389,717
statement of financial position

Claims notified 212,630 8,185 9163 105577 53562 389,117
Incurred but not reported - - - - 600 600
Current estimate of surplus 123,693 446,320 119,497  (54,948) . .

(deficit)



Total — General Accident:

2009 and

Accident Year 2010 2011
Before
JD JD JD
At end of accident year 15,493 1,321 13,056 1,957 1,250 -
One year later 39,913 12,910 57,461 3,818 - -
Two years later 39,063 10,218 47,766 - - -
Three years later 39,063 9,000 - - - -
Four years later 39,063 - - - - -

Current estimate of cumulative
claims incurred

Cumulative claims 38,612 2,900 15,940 818 = 58,270

Liability as presented in the

39,063 9,000 47,766 3,818 1,250 100,897

statement of financial position 451 6,100 31,826 3,000 1,250 42,627
Claims notified 451 6,100 31,826 3,000 - 41,377
Incurred but not reported - - - - 1,250 1,250
Current estimate of deficit (238,570) (7,679)  (34,710) (1,861) - -

Total — Marine:

Accident Year AL ENe
Before
JD
At end of accident year 3,153,661 3,054 86,750 189,034 124,983 -
One year later 3,060,072 3,054 518,222 196,247 - -
Two years later 3,181,488 3,054 670,891 - - -
Three years later 3,179,643 3,054 - - - -
Four years later 3,051,683 - - - - -

Current estimate of cumulative
claims incurred

Cumulative claims 3,061,683 3,054 568,986 98,159 11,666 3,723,548

Liability as presented in the
statement of financial position

3,061,683 3,054 670,891 196,247 124,983 4,046,858

- - 111,905 98,088 113,317 323,310

Claims notified - - 111,905 98,088 112,717 322,710
Incurred but not reported - - - - 600 600
Current estimate of surplus (deficit) 101,978 - (684,141)  (7,213) - -



Total - Liability:

Accident Year

2009 and

Before
JD

At end of accident year
One year later

Two years later

Three years later

Four years later

Current estimate of cumulative
claims incurred

Cumulative claims

Liability as presented in the
statement of financial position

Claims notified
Incurred but not reported

Current estimate of deficit

Total - Life:

Accident Year

98,583

104,461
110,551
109,757

111,957
111,957
32,132
79,825

79,825

(13,374)

2009 and

Before

1,300

1,300

(1,299)

2010

6,544

6,544

6,544
544
6,000

6,000

(6,543)

45,080

45,080

45,080

(45,080)

100

100

100

164,981
33,976
131,005

130,905

100

At end of accident year
One year later
Two years later

Three years later

Current estimate of cumulative
claims incurred

Cumulative claims

Liability as presented in the
statement of financial position

Claims notified
Incurred but not reported

Current estimate of surplus (deficit)

50,000

JD
116,456

116,456
116,456

120,106
120,106

120,106

(3,650)

88,620
109,425

80,944

80,944
79,039
1,905

1,905

7,576

495

82,412

82,412
79,412
3,000

3,000

(81,917)

133,389

133,389
93,115
40,274

40,274

416,851
371,672

45,179

45,179




Total — Medical:

2009 and

Accident Year 2010 2011 2012
Before
JD JD JD JD
At end of accident year 4,424990 1,101,508 1,043,486 964,150 1,216,187 -
One year later 4,349,990 1,101,508 1,043,486 964,150 - -
Two years later 4,384,990 1,101,508 1,043,486 - - -
Three years later 4,384,990 1,101,508 - - - -
Four years later 4,384,990 - - - - -

Current estimate of
cumulative claims incurred

Cumulative claims 4,384,990 1,101,608 1,043,486 964,150 967,931 8,462,065

Liability as presented in the
statement of financial position

4,384,990 1,101,608 1,043,486 964,150 1,216,187 8,710,321

) ) i - 248,256 248,256

Claims notified - - - - 89,366 89,366
Incurred but not reported - - - - 158,890 158,890
Current estimate of surplus 40,000 - - - - -

3. Insurance Risk Concentration

The table below illustrates the risk concentration according to the insurance type and the geographical
and segment distributions:

2013 2012

Insurance Contracts Assets Liabilities Assets Liabilities

JD JD JD JD
Motors 920,695 657,084 1,339,661 1,035,453
Marine 479,317 37,634 709,218 59,790
Fire and other properties risks 4,130,719 48,418 2,554,056 40,078
Liabilities 180,271 82,465 159,346 99,011
Other classes 81,714 6,535 118,484 18,958
Medical 1,706,304 597,857 740,227 259,729
Supplement insurance 2,388 - 4,726 -
Life 129,417 38,408 57,969 8,217

7,630,825 1,468,401 5,683,687 1,521,236

All the insurance contracts’ assets and liabilities are inside Jordan.

The table below represents the distribution of accounts receivable and accounts payable by sector:

2013 2012
Accounts Accounts Accounts Accounts
Private Sector Receivable Payable Receivable Payable
JD JD JD JD
Companies and institutions 3,118,172 3,406,296 1,311,322 1,670,395
Individuals 379,607 107,463 117,794 82,574
Total 3,497,779 3,513,759 1,429,116 1,652,969



4. Reinsurance Risk

As is the case in all other insurance companies, and for the purpose of reducing the financial losses that might
result from big insurance claims, the Company within the normal course of business enters into reinsurance
agreements with other parties.

To reduce its exposure to big losses as a result of the insolvency of reinsurance companies, the Company
evaluates the financial position for the reinsurance companies with which it deals, and monitors credit risk
concentration resulting from the geographical areas and activities or economic components of these firms.
The issued reinsurance agreements do not relieve the Company from its liabilities towards the policyholders,
and as a result, the Company remains liable to the reinsured claims balance in the case the reinsurers were
unable to meet their liability regarding the reinsurance agreements.

5. Insurance Risk Sensitivity

The table below shows the possible reasonable effect of the premium’s price on the income statement and
equity with all other variables remaining constant.

Effects on  Effects on Current

i Effects

Insurance Activities Ch;?ge Ugfeenrqmmgg :;e)? ';DI:(;?I,E on Efgity *
JD JD

Life 10% 16,236 3,061 2,326
Motors 10% 24 309 235
Marine and transportation 10% 60,671 1,900 1,444
Fire and other properties’ damages 10% 622,399 6,479 4,924
Liabilities 10% 13,627 2,281 1,734
Supplement insurance 10% 1,102 - -
Medical 10% 222,361 47,091 35,789
Other classes 10% 12,417 1,980 1,505

948,837

*Net after deducting income tax effect.
If there is negative change, the effect will be the same in the amount with an opposite effect.

The table below shows the possible reasonable effects of the claims’ cost on the income statement and equity
with all other variables remaining constant.

Effects on
- Change Ef_fects on the Current Effec’_[s on
Insurance Activities % Claims’ Cost  Year Pre- Equity *
JD tax Profit JD
JD
Life 10% 18,252 4,305 3,271
Motors 10% 33,566 (13,386) (10,173)
Marine 10% 53,060 (5,086) (3,865)
Fire and value 10% 8,045 771 586
Liabilities 10% - 220 167
Supplement insurance 10% - - -
Medical 10% 114,499 41,690 31,684
Other classes 10% 540 (53) (40)
Total 227,962 28,461 21,630

*Net after tax.
If there is negative change, the effect will be the same in the amount with an opposite effect.



(B) Financial Risk

The company follows financial policies to manage several risks within a specified strategy. The Company’s
management observes and controls the risks and determines the most suitable strategic risk distribution
procedures for financial assets and financial liabilities. This risk includes interest rate risk, credit risk, foreign
currency risk and market risk.

The Company follows a hedging policy for each of its assets and liabilities when required; the hedging policy is
related to future expected risks.

2013 Market Risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate as a result of
changes in market prices such as interest, currency and investment in share prices. These risks are monitored
according to specific policies and procedures and through specialized committees and related business units.
Market risk includes interest risk, foreign currency exchange risk and share market prices risk.

Market risk and its related controls are measured through sensitivity analysis.

Interest Rate Risk

The Company is exposed to interest rate risk on assets and liabilities bearing interest such as deposits at banks,
bank overdrafts and loans.

The interest rate on bank deposits in JD ranged from 5.25% to 6% during the year 2013.

The following table demonstrates the sensitivity of the statement of income to reasonably possible changes in
interest rates as of 31 December 2013, with all other variables held constant.

The sensitivity of the income statement is the effect of the assumed changes in interest rates on the Company’s
profit for one year based on the floating rate financial assets and financial liabilities held at 31 December.

2013

Increase in Interest Effect on Pre-tax

REVET Profit
% JD
Currency (JD) 1% 56,325

If there is negative change, the effect will be the same in the amount with an opposite effect.

2012
Increase in Interest Effect on Pre-tax
Rates Profit

% JD
Currency (JD) 1% 55,256

If there is negative change, the effect will be the same in the amount with an opposite effect.




Share Price Risk

The following table demonstrates the sensitivity of the cumulative changes in fair value to reasonably possible
changes in equity prices, with all other variables held constant.

2013
. Effect on Pre-tax
Increase in Index :
Profit
% JD
Amman stock market 5% 51,456
Palestine stock market 5% 15,542

2012
\ Effect on Pre-tax
Increase in Index :
Profit
% JD
Amman stock market 5% 50,977
Palestine stock market 5% 30,166

In the case of negative change, the effect will be equal to the change above with an opposite effect.

Foreign Currency Risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates. The financial statements have been presented in Jordanian Dinars, which is the Company’s functional
currency. The Company has set limits on positions for each currency in order to maintain a certain level of foreign
currency to meet its commitments.

Most of the Company’s transactions are in Jordanian Dinars and US Dollars. The Jordanian Dinar exchange rate
is fixed against the US Dollar (JD/USD 1.41).

Accordingly, the Company is not subject to significant currency risk.




2- Liquidity Risk
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments on due dates.

Liquidity requirements are monitored on a monthly basis and management ensures that sufficient liquid funds
are available to meet any commitments as they arise. A significant amount of the Company’s funds are invested
in locally traded securities.

Most of the Company deposits at banks mature within three months.

The table below summarizes the maturity profile of the Company’s financial liabilities based on contractual
undiscounted payments:

Less Than 1 1 Month to 6 Months to

Month B Monthar Sc i tontis 1 Year e e
JD JD JD

Liabilities:
Accounts payable - 101,116 85,316 129,555 - 315,987
Accrued expenses - - - 44,480 - 44,480
Reinsurers’ payables - 1,950,000 750,000 497,772 - 3,197,772
E@%gfnis@“gfgﬁsi on . . . 150,697 . 150,697
Income tax provision - - 46,115 - - 46,115
Deferred tax liability - - - - 5,199 5,199
Other payables 152,819 48,000 151,400 142,280 899,063 1,393,562
Total liabilities 152,819 2,099,116 1,032,831 964,784 904,262 5,153,812
Total assets 2,250,700 3,770,500 1,899,264 4,750,000 4,223,488 16,893,952
2012
Liabilities:
Accounts payable - 71,240 62,106 98,300 - 231,646
Accrued expenses - - - 55,096 - 55,096
Reinsurers’ payables 40,000 950,000 431,323 - - 1,421,323
Eg‘gr%fnﬁ%fgﬁsi o . . . 157,600 i 157,600
Income tax provision - - 1,427 - - 1,427
Deferred tax liability - - - - 736 736
Other payables 43,333 35,000 81,274 144,726 710,274 1,014,607
Total liabilities 83,333 1,056,240 576,130 455,722 711,010 2,882,435
Total assets 2,250,700 2,780,500 1,230,440 4,750,000 3,631,437 14,643,077
3- Credit Risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
other party to incur a financial loss. For all classes of financial assets held by the Company.

In the Company opinion, it is not exposed to a high degree of credit risk where credit ceilings are set for clients
with ongoing observation for their balance.

The Company’s bank balances are maintained with a range of international and local banks.

The company engaged in a variety of insurance types for a large number of clients. The largest 8 customers
represent 40% of receivables as of 31 December 2013 (the largest 8 customers represent 51% of receivables
as of 31 December 2012).



(35) Analysis of Main Sectors

A-Background for the Company Business Sectors

For management purposes, the Company has been organized to cover two types of business: the general
insurance sector which includes fire, medical, marine, transportation, motor and accidents, liability and
supplement insurance; the second is life insurance.

B-Geographic Concentration of Risk

The Company mainly operates in Jordan, which represents domestic operations. The following tables depict the
distribution of gross income and capital expenditure based on the geographical location of the customers and assets.

Inside the Kingdom Outside the Kingdom Total
2013 2012 2013 2012 2013 2012
JD JD JD JD JD JD
Total revenues 2,065,100 3,750,533 908,060 704,244 2,973,160 4,454,777
Capital expenditure 8,018 17,157 - - 8,018 17,157

The assets, liabilities and off balance sheet items are concentrated according to the following business
geographical distribution:

2013 2012
s Off Balance s Off Balance
Assets Liabilities Sheet ltems Assets Liabilities Sheet ltems
JD JD JD JD JD JD

Inside Jordan 16,703,148 6,151,259 508,179 14,009,752 4,054,240 150,000
Other Middle East
countries 180,170 193,059 - 603,325 75,000 -
Europe 10,634 277,895 - 30,000 276,098 -

16,893,952 6,622,213 508,179 14,643,077 4,405,338 150,000




(36) Capital Management

The Company manages its capital in accordance with the Insurance Commission’s requirements. These
requirements are assigned to ensure a stable margin. The Company has implemented additional targets to
ensure that it maintains healthy capital ratios in order to support its business and maximize shareholder value.

The Company manages its capital structure and makes adjustments to it in light of changes in business conditions.
No changes were made in the objectives, policies or processes during the years ending 31 December 2013 and
31 December 2012.

Management believes that its capital structure is sufficient to cover potential risks or liabilities that may arise in
the future.

The solvency ratio is computed in accordance with the Insurance Commission’s regulations as follows:

2013 2012
JD JD

Capital available 13,018,683 12,235,701
Capital required
Assets risks 2,074,156 1,628,790
Policy liabilities 221,258 278,088
Reinsurance credit risks 112,605 145,318
Life insurance risk 99,164 57,628
Total capital required 2,507,183 2,109,724
Solvency ratio 519% 580%




(37) Maturity Analysis of Assets and Liabilities

The table below shows an analysis of assets and liabilities analyzed according to when they are expected
to be recovered or settled:

2012 Within 1 Year More Than 1 Year Total
JD JD JD
Assets
Bank deposits 5,632,456 - 5,632,456
Financial assets at fair value through profit or loss 2,848,302 - 2,848,302
Investment properties - 2,327,892 2,327,892
Financial assets at amortized cost - 199,134 199,134
Cash at bank 1,172,345 - 1,172,345
Cheques under collection 504,224 - 504,224
Accounts receivable, net 3,136,941 - 3,136,941
Reinsurers’ receivable, net 360,838 = 360,838
Property and equipment 106,216 438,230 544,446
Intangible equipment 47,430 - 47,430
Other assets 119,944 - 119,944
Total Assets 13,928,696 2,965,256 16,893,952
Liabilities
Unearned premiums revenue, net 535,967 - 535,967
QOutstanding claims reserve, net 906,043 - 906,043
Mathematical reserve, net 26,391 - 26,391
Accounts payable 315,987 - 315,987
Accrued expenses 44,480 - 44,480
Reinsurers’ payable 3,197,772 - 3,197,772
End of service indemnity provision 150,697 - 150,697
Income tax provision 46,115 - 46,115
Deferred tax liabilities - 5,199 5,199
Other liabilities 238,077 1,155,485 1,393,562
Total Liabilities 5,461,529 1,160,684 6,622,213

8,467,167

1,804,572

10,271,739




Within 1 Year More Than 1 Year Total

2012 JD JD JD
Assets

Bank deposits 5,525,599 - 5,525,599
Financial assets at fair value through profit or loss 3,445,695 - 3,445,695
Investment properties - 1,887,330 1,887,330
Financial assets at amortized cost - 199,134 199,134
Cash at bank 935,960 - 935,960
Cheques under collection 475,841 - 475,841
Accounts receivable, net 1,007,465 - 1,007,465
Reinsurers’ receivable, net 421,651 - 421,651
Property and equipment 150,175 427,400 577,575
Intangible equipment 13,969 58,000 71,969
Other assets 94,858 - 94,858
Total Assets 12,071,213 2,571,864 14,643,077

Within 1 Year More Than 1 Year

JD JD
Liabilities
Unearned premiums revenue, net 247,702 - 247,702
QOutstanding claims reserve, net 1,268,449 - 1,268,449
Mathematical reserve, net 5,085 - 5,085
Accounts payable 231,646 - 231,646
Accrued expenses 55,096 - 55,096
Reinsurers’ payable 1,421,323 - 1,421,323
End of service indemnity provision 157,600 - 157,600
Income tax provision 1,427 - 1,427
Deferred tax liabilities - 736 736
Other liabilities 304,333 710,274 1,014,607
Total Liabilities 3,692,661 711,010 4,403,671
Net 8,378,552 1,860,854 10,239,406



(38) Litigations

The Company is a defendant in a number of lawsuits amounting to JD 258,000 (2012: JD 149,710) in legal
actions and claims related to its ordinary course of business. The management and their legal advisors believe
that the provision recorded is sufficient to meet the obligation that may arise from the lawsuits.

(39) Contingent Liabilities

There are outstanding letters of guarantee amounting to JD 508,179 and JD 377,758 as of 31 December 2013
and 31 December 2012 respectively.

(40) Statement of Financial Position for Life

2013 2012
JD JD

Assets
Bank deposits 90,000 90,000
Accounts receivable, net - -
Total Assets 90,000 90,000
Liabilities
Income tax provision 3,897 1,427
Total Liabilities 3,897 1,427
Technical reserves
Outstanding claim reserve, net 12,017 3,132
Mathematical reserve, net 26,391 5,085
Total Technical Reserves 38,408 8,217
Retained earnings 61,160 87,917
Main center current account (13,465) (7,561)
Total Liabilities 90,000 90,000



(41) Standards Issued But Not Yet Effective

Standards issued but not yet effective up to the date of issuance of the Company’s financial statements
are listed below.

IAS 32 Offsetting Financial Assets and Financial Liabilities —
Amendments to |IAS 32

These amendments clarify the meaning of “currently has a legally enforceable right to set-off”. The amendments
also clarify the application of the IAS 32 offsetting criteria to settlement systems (such as central clearing house
systems) which apply gross settlement mechanisms that are not simultaneous. These amendments are not
expected to impact the Company'’s financial position or performance and become effective for annual periods
beginning on or after 1 January 2014.

Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27)

These amendments are effective for annual periods beginning on or after 1 January 2014 provide an exception
to the consolidation requirement for entities that meet the definition of an investment entity under IFRS10. The
exception to consolidation requires investment entities to account for subsidiaries at fair value through profit or
loss. It is not expected that this amendment would be relevant to the Company, since none of the entities in the
Company would qualify to be an investment entity under IFRS 10.
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