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INDEPENDENT AUDITOR’S REPORT

To The Shareholders of

Jerusalem Insurance Company PLC
Public Shareholding Company
Amman - Jordan

Opinion

We have audited the consolidated financial statements of Jerusalem Insurance Company (PLC), which comprise
the consolidated statement of financial position as at 31 December 2018, and the consolidated statement of profit
or loss, consolidated statement of comprehensive income, consolidated statement of changes in equity and
consolidated statement of cash flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at 31 December 2018, and its consolidated financial
performance and its consolidated cash flows for the year then ended in accordance with International Financial
Reporting Standards (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). 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 (IESBA Code)
together with the ethical requirements that are relevant to our audit of the consolidated financial statements in the
Hashemite Kingdom of Jordan, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the IESBA Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance 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, and we do not provide a
separate opinion on these matters. We have determined the matters described below to be the key audit matters
to be communicated in our report:

(1) Provision for Expected Credit Losses

Included in the accompanying consolidated financial statements at the end of the year 2018 financial assets
totaling JOD (31,256,052), as the provision for expected credit loss of these financial assets are dependent on
the management’s estimates of different variables, the adequacy of the provision is considered a key audit
matter. The audit procedures performed by us to address this key audit matter included inquiring from
management about the methodology used in calculating the provision and assessing the reasonableness of
estimates and assumptions used by the management in calculating the provision amount. We have also
inquired about the management’s collection procedures and the amounts collected post year end.
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(2) Deferred Tax Assets

Included in the accompanying consolidated financial statements at the end of the year 2018 deferred tax assets
totaling JOD (1,038,537). As the expected benefits of these assets is primarily dependent on the Company’s ability
to generate adequate future profits, and since forecasting future profits is based on the Company’s assumptions
and estimates, determining the future benefits of the deferred tax assets is considered a key audit matter. The
audit procedures performed by us to address this key audit matter included discussing the recoverability of the
deferred tax assets with the Company’s tax advisors and testing of the Company’s budgeting procedures upon
which the forecasts are based. We have also considered the appropriateness of its calculation and disclosure in
the consolidated financial statements.

(3) Provision for Outstanding Claims and Actuarial Reserve

Included in the accompanying consolidated financial statements at the end of the year 2018 provision for
outstanding claims totaling JOD (9,452,790) and actuarial reserve totaling JOD (350,000).

As the calculation of these provisions is dependent on several assumptions and estimates, the assessment of its
adequacy is considered a key audit matter. The audit procedures performed by us to address this key audit
matter included challenging the appropriateness of the estimates and assumptions used by management to
determine these provisions. Our challenge was based on the assessment of the historical accuracy of the
Company’s estimates on previous periods, identification and analysis of changes in assumptions from prior
periods and an assessment of the consistency of assumptions. We have also obtained formal confirmation from
the Company’s external Actuary regarding the adequacy of these provisions.

Other Information

Management is responsible for the other information. The other information comprises the information included in
the annual report, but does not include the consolidated financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, 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. If, based
on the work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact. We have nothing to report in this regard.

Responsibilities of Management for the Consolidated Financial Statements

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

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

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

* Identify and assess the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

* Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

* Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the 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, structure and content of the consolidated financial statements, including
the disclosures, and whether the consolidated financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Group to express an opinion on the consolidated financial statements. We are responsible
for the direction, supervision and performance of the group 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 complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

* From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

The Company maintains proper accounting records and the accompanying consolidated financial statements are
in agreement therewith and with the financial data presented in the Board of Director’s report, and we
recommend the general assembly to approve it.

——

Arab Professionals
Amin Samara
License No. (481)

10 February 2019
Amman - Jordan
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Consolidated Statement of Financial Position

As at 31 December 2018

(In Jordanian Dinar)

Assets
Bank deposits

Financial assets measured at fair value through profit or loss
Financial assets measured at amortized cost

Investment properties

Loans for life insurance policies holders and others

Total Investments

Cash on hand and at banks
Checks under collection
Accounts receivable - net
Reinsurers receivables
Deferred tax assets
Property and equipment
Intangible assets - net
Other assets

Total Assets

Liabilities and Equity
Liabilities

Unearned premium reserve - net
Outstanding claims reserve - net
Actuarial reserve - net
Total Technical Reserves
Accounts payable

Accrued expenses
Reinsurers payables

Other provisions

Income tax provision

Other liabilities

Total Liabilities

Equity

Paid - in capital

Statutory reserve
Voluntary reserve

Retained earnings

Total Shareholders Equity
Non-controlling interests
Total Equity

Total Liabilities and Equity

19,618,616 20,256,812
998,139 1,235,544
3,092,578 3,097,000
953,493 954,025
71,185 89,427
24,734,011 25,632,808
407,490 543,579
1,311,951 1,561,918
4,918,879 4,538,274
1,076,237 1,134,387
1,038,537 987,946
791,045 824,761
264,169 293,755
646,169 594,057
35,188,488 36,111,485
6,389,825 6,896,324
9,452,790 10,637,078
350,000 350,000
16,192,615 17,883,402
1,777,276 1,752,493
15,786 46,221
2,549,804 2,156,280
283,363 227,485
180,815 116,038
430,951 322,743
21,430,610 22,504,662
8,000,000 8,000,000
2,089,651 2,089,651
1,668,538 1,668,538
1,997,661 1,846,669
13,755,850 13,604,858
2,028 1,965
13,757,878 13,606,823
35,188,488 36,111,485




Consolidated Statement of Profit or Loss Consolidated Statement of Comprehensive Income
for the Year Ended 31 December 2018 for the Year Ended 31 December 2018
(In Jordanian Dinar)
(In Jordanian Dinar)
| 2018 | 2017 |
Gross written premiums 19,098,682 18,485,713
Less: Reinsurers’share 4,107,107 3,666,428
Net written premiums 14,991,575 14,819,285
Net change in unearned premiums reserve 506,499 (200,749) Profit for the year 1,031,054 800,606
Net earned premiums 15,498,074 14,618,536 Other comprehensive income:
Commissions received 889,645 1,061,972
Insurance policies issuance fees 862,059 614,765 Change in fair value of financial assets through other
Interest income 1,325,567 1,159,679 comprehensive income i i
Gain from financial assets and investments, net 81,973 72,895
Other revenues related to underwriting 227,788 122,610 Total comprehensive income for the year 1,031,054 800,606
Other revenues 42,160 146
Total Revenues 18,927,266 17,650,603
Claims, losses and expenses Attributable:
Paid claims 17,786,218 14,594,368
Less : Recoveries 3,008,811 1,826,033 Owners of the parent 1,030,991 800,554
Less : Reinsurers’ share 636,690 895,246 Non-controlling interests 63 59
Net paid claims 14,140,717 11,873,089
Net change in claims reserves (1,184,288) 180,221 1,031,054 800,606
Policies acquisition cost 801,914 975,433
Allocated employees’ expenses 1,874,237 1,765,147
Allocated administrative expenses 822,078 825,393
Other expenses related to underwriting accounts 260,340 129,875
Excess of loss premiums 209,500 224,089
Net Claims 16,924,498 15,973,247
Unallocated employees expenses 278,777 271,651
Depreciation and amortization 172,734 163,952
Unallocated administrative expenses 124,618 123,341
Provision for expected credit losses — reinsurance receivables - 4,795
Unneeded provision for expected credit losses - bank deposits (4,068) -
Unneeded provision for expected credit losses - financial assets .
measured at amortized cost 7
Unneeded provision for expected credit losses - loans for life
insurance policies holders (89
Unneeded provision for expected credit losses - checks under (1.217) i
collection '
Other expenses 70,000 70,000
Total Expenses 640,678 633,739
Profit for the year before tax 1,362,090 1,043,617
Income tax expense ( 331,036) ( 243,011)
Profit for the year 1,031,054 800,606
Attributable :
Owners of the parent 1,030,991 800,554
Non-controlling interests 63 52
1,031,054 800,606
Basic and diluted earnings per share 0.129 0.100
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Statement of Underwriting Revenues for the Life Insurance

for the Year Ended 31 December 2018

(In Jordanian Dinar)

Written premiums

Direct insurance
Reinsurance inward business
Total premiums

Less:

Foreign reinsurance share

Net premiums

Add:
Balance at beginning of the year
Unearned premiums reserve

Less : reinsurers’ share

Net unearned premiums reserve at beginning of the year

Actuarial reserves, at beginning of the year

Less:

Balance at ending of the year

Unearned premiums reserve

Less: reinsurers’ share

Net unearned premiums reserve at the end of the year
Actuarial reserves, at end of the year

Net earned revenues from written premiums

10

482,063 68,919
4,308 5,227
486,371 74,146
391,623 39,790
94,748 34,356
8,779 16,140
6,462 11,174
2,317 4,966
350,000 350,000
69,629 8,779
59,820 6,462
9,809 2,317
350,000 350,000
87,256 37,005

Statement of Claims Cost for the Life Insurance

for the Year Ended 31 December 2018

(In Jordanian Dinar)

Paid claims
Less:
Foreign reinsurers’ share

Net paid claims

Add:

Outstanding claims reserve at end of the year
Reported claims

Incurred but not reported claims

Less : reinsurers’share

Net outstanding claims reserve at end of the year
Reported claims

Incurred but not reported claims

Less:

Outstanding claims reserve at beginning of the year
Reported

Incurred but not reported claims

Less : reinsurers’share

Net outstanding claims reserve at beginning of the year

Net claims cost

28,471 87,822
22,236 55,916
6,235 31,906
330,768 307,258
10,000 10,000
122,574 85,891
218,194 231,367
208,194 221,367
10,000 10,000
307,258 309,258
10,000 10,000
85,891 90,641
231,367 228,617
(6,938) 34,656
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Statement of Underwriting losses for the Life Insurance

for the Year Ended 31 December 2018

(In Jordanian Dinar)

2017

37,005

87,256

Net earned revenues from written premiums

34,656

(6,938)

Net claims cost

Less

Add

372

4,938

Commissions received

1,752

8,196

(%]
)
<L
)
9
c
©
S
(%]
]
(%)
2@
=
©
o
@
v
c
©
S
=
(%)
=

2,124

13,134

Total revenues

241

192

Policies acquisition costs

Less

61,036
61,277

115,938
116,130

Allocated administrative expenses

Total expenses

,804)

(56,

(8,802)

Underwriting loss

12
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