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Independent Auditor’s Report
AM/ 4324

To the Shareholders of

United Insurance Company

(Public Shareholding Limited Company)
Amman - Jordan

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the financial statements of United Insurance Company (A Public
Shareholding Limited Company), which comprise the statement of financial position
as at December 31, 2016, and the statement of income and other comprehensive
income, statement of changes in shareholders equity and statement of cash flows
for the year then ended, and a summary of significant accounting policies and other
explanatory information.

In our opinion, the accompanying financial statements present fairly, in all material
respects, the financial position of the Company as at December 31, 2016, and its
financial performance and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

Basis for Opinion

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

Emphasis of Matter Paragraph

As stated in Notes (9 and 10) to the financial statements, the net balances due
from related parties, aging more than 360 days, amounted to JD 823,155 as of
December 31, 2016. This balance is stated at nominal value and was transferred to
checks under collection. In the opinion of the Company’s management, no
additional provisions need to be booked for these accounts. Moreover, agreements
and arrangements have been made to settle these accounts through check
payments under collection with maturities extending to June 20, 2019, as we have
been informed by management.

Member of Delcitte Touche Tohmatsu Limited
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Key Audit Matters
Key audit matters,

in our professional judgment, are the most significant matters in

our audit of the financial statements of the current year. These matters were

addressed in the context of our audit of the
and we do not provide a separate opinion on these

forming our opinion thereon,
matters.

Technical Provisions

Technical provisions are considered a
key audit matter for our audit.
Moreover, technical provisions amounted
to JD 18,156,745, representing 75% of
the liabilities as of December 31, 2016.
In addition, the Company assesses
technical = provisions according to
International Financial Reporting
Standards and the requirements of
regulatory bodies. As such, technical
provisions are calculated based on the
adopted  accounting policies, the
Company's estimates, and historical
data on claims. The reinsurers’ share
from the technical provision is re-
calculated according to the related
signed agreements, Furthermore,
Executive Management appoints a
certified actuary and a loss adjuster to
periodically review the adequacy of the
technical provisions.

Provision for Accounts Receivable
The provision for accounts receivable is
considered a key audit matter for our
audit. It requires the Company’s
management to use assumptions to
assess the collectability of accounts
receivable based on the customers’
financial conditions and related credit
risks. The balance of net accounts
receivable amounted to 1D 6,045,073,
representing approximately 16% of the
assets as of December 31, 2016,

The nature and characteristics of
accounts receivable are varied. They
include policyholders, agents,
intermediaries, related parties, and
other receivables. This requires making
assumptions and using estimates to take
the provision for the impairment in those
receivables,

Member of Deloitte Touche Tohmatsu Limited

financial statements as a whole, and in

Scope of Audit to Address Risks

The followed audit procedures include
understanding the nature of the
technical provisions, testing the adopted
system of internal control, assessing the
reasonabieness of the estimates and
assumptions, and the adequacy of the
provisions prepared by management.
This is carried out through studying a
sample of the technical provisions and
reinsurers’ share and its calculation,
obtaining the support of the loss

adjuster and the Company’s lawyer, and
comparing the sample with the
provisions taken. In addition, the

actuary and his reports were relied on
concerning the adequacy of the technical
provisions, Moreover, we assessed the
adequacy of disclosures on the technical
provisions,

Scope of Audit to Address Risks

The followed audit procedures included
understanding accounts receivable and
testing the adopted internal control
system in following up on and
monitoring credit risks. The procedures
also included reviewing the internal
control procedures relating to calculating
the impairment provision for accounts
receivable. As such, we have studied
and understood the Company’s adopted
policy for calculating the provision,
evaluated the factors affecting the
calculation, as well as discussed those
factors with Executive Management. We

also selected a sample of those
receivables after taking into
consideration the risks related to

payment and guarantees. In addition,
we discussed with management some
receivables with regard to the
customer’s expected cash flows and the
adequacy of guarantees. Furthermore,
we recalculated the provisions to be
taken and reviewed the aging of
receivables and related disciosure.

2 -
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Evaluating Investment Property
Investment property represents 11% of
the Company’s assets. Moreover, the
Company  should re-evaluate its
properties when preparing the financial
statements to determine their fair value,
and reflect the impact of any impairment
in value in the statement of income, in
line with the requirements of the
International Financial Reporting
Standards. Accordingly, the Company
relies on independent real estate experts
to determine the fair value of those
investments and reflect any impairments
in their value in the statement of income
for that period. Consequently, fair value
estimation of these assets was
significant to our audit.

Provision for Income Tax and
Deferred Tax Assets

Calculation of the tax expense, tax
provision, and deferred tax assets
includes assessments of and judgments
on material amounts in the financial
statements as a whole. Moreover, the
Company conducts broad-based
operations within its regular activities,
thus making judgements and
assessments a key audit matter.

Other Information

Scope of Audit to Address Risks

The followed audit procedures included
understanding the procedures applied by
the Company in evaluating investment
property, testing the implemented
internal control procedures, evaluating
the reasonableness of the judgments
based on the evaluation of the real
estate experts, calculating the average
fair value of those evaluations, recording
any impairment in value in the
statement of income, if any, and
reviewing the appropriateness of the
disclosure on the fair value of
investment property in note (7), and
average fair value in Note (40).

Scope of Audit to Address Risks

Audit procedures included understanding
the nature of risks related to income tax,
as well as testing the effectiveness of
the Company’s adopted control system
in assessing and calculating accrued
taxes. We also discussed with
management the scope of work of the
Company's tax consultant to verify his
ability to calculate the required
provisions. In addition, we discussed
with management the accuracy and
adequacy of the provisions taken, the
reasonableness of  the adopted
accounting estimates, the Company’s
adoption of International Standard (12),
and the impact of any tax differences
with the tax authorities on the financial
statements.

Management is responsible for other information which comprises information in
the annual report excluding the financial statements and the independent auditor's
report thereon. Furthermore, we expect the annual report to be made available to
us after the date of our audit report. Qur opinion on the financial statements does
not cover other information, and we do not express any form of assurance or

conclusion thereon.

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

materially misstated.

Member of Deloitte Touche Tohmatsu Limited
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Responsibilities of Management and Those Charged with Governance for
the Consolidated Financial Statements

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

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

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

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

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud
or error, and to issue an auditor's report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs will always detect a material misstatement when
it exists. Misstatements can arise from fraud or error and are considered material if,
individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

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

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

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

> Conclude on the appropriateness of management’s use of the going concern
basis of accounting, and based on the audit evidenced obtained, whether a
material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw
attention in our auditor's report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the
Company to cease to continue as a going concern.

-4 -
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> Evaluate the overall presentation, structure and content of the financial
statements, including the disclosures, and whether the financial statements
represent the underlying transactions and events in a manner that achieves
fair presentation.

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

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safequard
procedures.

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

Report on Legal and Other Regulatory Requirements

The Company maintains proper accounting records that are consist, in all material
respects, with the financial statements, and we recommend that they be approved
by the general Assembly of Shareholders.

The accompanying financial statements are a translation of the statutory financial
statements in the Arabic language to which reference is made.

Amman - Jordan
February 28, 2017 //é, e wﬁ A

Deloitte & Touche (M.E.) - Jordan

Deloltte & Touche (M.E.)

Public Accountants
Amman - Jordan

Member of Deloitte Touche Tohmatsu Limited



1T] N E
B HARE DING LIMITED CQMPA
AMMAN - JORDAN
TATEM IN POSITI
December 31,
ASSETS Note 2016 2015
Investments: D D
Deposits at banks 3 10,580,976 10,163,469
Financial assets at fair value through profit or loss 4 395,750 389,009
Financial assets at fair value through other comprehensive income 5 5,189,554 5,086,386
Financial assets at amortized cost 6 1 1
Investment property - net 7 4,231,687 4,372,613
20,397,968 20,011,478
Cash on hand and at banks 8 1,117,064 428,818
Cheques under callection 9 2,119,591 2,107,334
Receivables - net 10 6,045,073 5,460,960
Re-insurance and local insurance companies' accounts receivables - net 11 1,311,396 1,232,075
Deferred tax assets 12 313,847 202,541
Property and equipment - net 13 5,823,388 5,873,490
Intangible assets - net 14 18,378 11,675
Other assets 15 619,791 418,599
17,368,528 15,735,492
TOTAL ASSETS 37,766,496 35,746,970
IABI D ERS'
LIABILITIES
Unearned premiums provision - net 7,548,092 6,874,915
Claims provision - net 10,551,115 10,215,603
Mathematical provision - net 16 57,538 246,440
Total Insurance Contracts Liabilities 18,156,745 17,336,958
Payables 17 2,592,185 1,877,650
Re-insurance and local insurance companies' accounts payable 18 2,381,642 2,105,162
Accrued expenses and various provisions 19 139,944 345,192
Provision for income tax 12 361,520 344,887
Deferred tax liabilities 12 159,643 143,123
Other liabilitles 20 301,488 338,288
TOTAL LIABILITIES 24,093,167 22,491,260
R LDERS' ITY

Authorized and paid-up capital 21 8,000,000 8,000,000
Issuance premium 21 41,507 41,507
Statutory reserve 22 2,000,000 1,984,644
Voluntary reserve 22 164,472 164,472
Financial assets valuation reserve - net 23 415,619 363,313
Retained earnings 249 3,051,731 2,701,774
Total Shareholders’ Equity 13,673,329 13,255,710
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 37,766,496 35,746,970

airman he Boar Dire: General Manager

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT.
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Revenue;
Gross written premiums - general insurance
Gross written premiums - life
Less: Re-insurers' share - general Insurance
Reinsurance share premiums - life
Net Written Premiums
Net change in unearned premiums reserve
Net change in mathematical reserve
Net Written Premiums accrued
Commissions' revenue
Insurance policles issuance fees
Interest revenue
Net gain from financial assets and investments
Other revenue - net
Total Revenue

Clalms. Logses and Expenses:
Paid claims - general insurance
Pald claims - life insurance
Less; Claims Recoverles
Re-insurers' share
Net paid claims
Net change In clalms reserve
Allocated employees' expenses
Allocated general and administrative expenses
Excess of loss premlums
Policles acquisition cast - commisslons pald
Other expenses related to underwriting
Net Clalms Costs

Unallocated employees' expenses
Depreciation and amortization
Unallocated general and administrative expenses

Provision for impairment In receivables and re-insurance and local in

recelvable

(Recovered from) expense of ather liabllities provision

QOther expenses
Total Expenses

Income for the Year before Tax
Income tax expense

Income for the Year
Earnings per Share for the Year

Chalrmao of the Board of Directors

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL

For the Year Ended
December 31,

surance companies accounts

Note 2016 2015
D i)
21,971,501 21,240,775
1,063,031 1,420,429
6,030,388 5,854,628
851,376 956,562
16,152,768 15,850,014
(673,177) (212,803)
188,902 150,842
15,668,493 15,788,053
414,569 479,300
708,905 679,060
25 360,241 406,288
26 823,054 320,786
27 60,919 66,822
18,036,181 17,740,309
14,330,493 13,663,161
891,064 509,413
436,507 402,450
3,359,606 3,122,802
11,425,444 10,647,232
335,512 1,574,772
28 1,018,447 958,358
29 437,880 393,074
131,451 99,638
797,377 924,801
739,560 581,646
14,885,671 15,179,521
28 140,655 133,961
341,673 231,107
29 109,470 98,268
10811 463,776 78,399
19 {215,770) 200,000
30 37,485 40,837
877,289 782,572
2,273,221 1,778,216
12 (707,908) {496,933}
1,565,313 1,281,283
31 -/196 -/160
General Manager

STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT.
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UNITED INSURANCE COMPANY

(A PUBLIC SHAREHOLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF COMPREHENSIVE INCOME

Income for the year

Items that will not be transferred to the statement of income in future:

Change in the valuation reserve of financial assets at fair value
through statement of other comprehensive income - net

(Loss) on the disposal of financial assets at fair value through
statement of other comprehensive income

Total Comprehensive Income

For the Year Ended

December 31,

2016 2015
D D
1,565,313 1,281,283
52,306 (178,253)
- (594)
1,617,619 1,102,436

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS

AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT.
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CASH FLOWS FROM OPERATING ACTIVITIES:
Income for the year before tax
AdJustments to non-monetary Items:
Depreclation and amortization
Impairment of investment properties
Impairment of recelvables and re-insurance and local Insurance companies” accounts recelvable - net
Provision for other liabilities - net
Change in the fair value financial assets at fair value through profit or loss
Interest income
Uneamed premium reserve - net
Mathematical reserve - net
Clalms reserve - net
(Gain) on the disposal of investment propertles
{Gain) on the disposal of property and equipment
Cash Flows from Operating Activities before Changes in Working Capital Items
{Increase) In checks under collection
(Increase) In receivables
{Increase) in re-Insurance and local insurance companles' accounts recelvable
(Increase) decrease In other assets
Intrease in payables
{Decrease) In post-dated checks
Increase In re-insurance and local insurance companies’ accounts payable
{DPecrease) In other liabilitles
Net Cash Flows from Operating Activitles before Pravisions and Tax Paid
Provisions paid
Income tax paid
Net Cash Flows from Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES:
{Intrease} In deposits at banks
Financlal assets at fair value through the profit or loss
Financlal assets at falr value through statement of other comprehensive income
Proceeds from the disposal of property and equipment
(Purchase) of property and equipment
Payments for acquisition of intanglble assets
Proceeds from sale of investment properties
(Increase) In Investment properties
(Increase) in buildings under construction
(Purchase) of intang!ble assets
Interest income received
Net Cash Flows from (used In) Investment Actlvities

CASH FLOWS FROM FINANCING ACTIVITIES:
Dividends distributed to shareholders
Net Cash Flows (used in) Financing Activities
Net [ncrease (Decrease) In Cash
Cash and cash equivalents - beginning of the year
Cash and Cash Equivalents - End of the Year

For the Year Ended
December 31,

Note 2016 2015
o) D
2,273,221 1,778,216
341,673 231,107
13,322 -

11 & 10 463,776 83,392
19 52,799 435,325
26 (6,741) (270)

(360,241) (406,288)

673,177 212,803

(188,902} (150,842)

335,512 1,574,772

26 (359,982) -

{5,164) (3,714)

3,232,450 3,754,501

(12,257) (1,106,970}

(1,047,889} (42,998)

(79,321) (153,693)

(32,924) 143,921

714,535 323,853

- (102,300)

276,480 146,781
(66,512) (77,289)

2,984,562 2,885,806

19 {258,047) (226,240)

12 (802,581) {425,521)

1,923,934 2,234,045

(156,369)  (4,857,956)
- 26,662
(34,342) (8,627)
16,574 326,171
(215,198) (261,046)
(78,000) (42,000}
429,750 -
(23,842} -
- {984,552)
14 {12,848) (2,000)
269,973 380,982
195,738 (5,422 366)
(1,170,288) -
!1|17DIZBB! =
949,384 3,188,321
375,183 3,563,504
32 1,324,567 375,183

THE ACCOMPANYING MOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT
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NITED COMPAN

A PUBLIC SH LD IMITED A
AMMAN - JORDAN
TATEME F UNDERWRITING REV E LIFE IN E IVITIE
For the Year Ended
December 31,
2016 2015
D D

Written Premiums:
Direct premium 582,728 1,043,835
Re-insurers' inward premium 480,303 376,594
Gross Written Premiums 1,063,031 1,420,429
Less: Foreign re-insurers’ share 371,073 376,593
Less: Local re-insurers' share 480,303 579,969
Net Written Premiums 211,655 463,867
Add: Mathematical reserve - beginning of the year 313,004 470,426
Less: Re-insurers' share - beginning of the year 66,564 73,144
Net Mathematical Reserve - beginning of the year 246,440 357,282
Less: Mathernatical reserve - end of the Year 138,275 313,004
Re-insurers’ share - end of the year 80,737 66,564
Net mathematical reserve - end of the year 57,538 246,440
Net Change in Mathematical Reserve 188,902 150,842
Net Earned Revenue from Written Premiums 400,557 614,709

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL

STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT.
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UNITED INSURANCE COMPANY

(A PUBLIC SHAREHQLDING LIMITED COMPANY)

AMMAN - JORDAN

STATEMENT OF PAID CLAIMS COST FOR LIFE INSURANCE ACTIVITIES

Paid claims
Less: Foreign re-insurers' share

Net Paid Claims

Add: Reported claims reserve - end of the year
Unreported claims reserve - end of the year
Less: Re-insurers’ share

Net Outstanding Claims Reserve - End of the Year

Less: Reported claims reserve - beginning of the year
Unreported claims reserve - beginning of the year

Less: Re-insurers' share

Net Claims Reserve - Beginning of the Year
Net Change in Claims Provision

Net Paid Claims Cost

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS'
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December 31,

For the Year Ended

2016 2015
D 1D
891,064 509,413
748,673 365,476
142,391 143,937
269,393 201,432
10,000 14,000
190,841 167,256
88,552 48,176
201,432 160,707
14,000 10,000
167,256 134,636
48,176 36,071
40,376 12,105
182,767 156,042
REPORT.



NITED 1 I ANY

AP AREHOLDING LIMITED PANY
N - N
TAT NT OF UNDERWRITIN T FOR LIFE INSUR. Im
For the Year Ended
December 31,
2016 2015
Jjo D
Net earned revenue from written premiums 400,557 614,709
Less: Net paid claims cost 182,767 156,042
217,790 458,667
Add: Received commissions 6,859 8,680
Insurance policies insurance fees 11,777 22,066
Total Revenue 18,636 30,746
Less; Paid commissions 110 -
Administrative expenses related to underwriting accounts 52,686 78,718
Other expenses 5,450 43,241
Total Expenses 58,246 121,959
Net Underwriting Profit 178,180 367,454

THE ACCOMPANYING NOTES CONSTITUTE AN INTEGRAL PART OF THESE FINANCIAL
STATEMENTS AND SHOULD BE READ WITH THEM AND WITH THE ACCOMPANYING AUDITORS' REPORT.
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UNITED NCE P

UBLI AREHOLDI LIMITED PANY
AMMAN - JORDAN
STATEME E I LIFE INSU CE ACTIV
December 31,
ASSETS 2016 2015
b Jo

Deposits at banks 100,000 100,000

Total Investments 100,000 100,000
Accounts recetvable 130,959 206,993
Re-insurance companies' accounts receivable 353,943 205,484
Property and equipment 79 163

TOTAL ASSETS 584,981 512,640

IABILITIES A D OFFICE'S E
LIABILITIES
Accounts payable 418,598 74,419
Re-insurance companies' accounts payable 249,912 336,718
CHN L V

Claims reserve - net 88,552 48,178
Mathematical reserve - net 57,538 246,440

Total Technical Reserves 146,090 294,618

TOTAL LIABILITIES 814,600 705,755

HEAD OFFICE'S

Head Office’'s current account {407,799) (560,569)
Income for the year - page 16 178,180 367,454

{Deficit) in Head Office's Equity {229,619) (193,115}

TOTAL LIABILITIES AND HEAD OFFICE'S EQUITY 584,981 512,640

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

A PUBLIC SHAREHOLDING LIMITED COMPANY
AMMAN - JORDAN

NOTES TQ FINANCIAL STATEMENTS

1. _Genera|

a. United Insurance Company was established in 1972 and registered as a
Jordanian Public Shareholding Limited Company under Number (74) according
to the Companies Law and its amendments. Moreover, United Insurance
Company was merged with Egyptian Orient Insurance Company and New
India Insurance Company in Jordan. The merger took effect from the
beginning of 1988 and the Company resulting from the merger (United
Insurance Company) has become the general success of the Company. In
addition, more capital adjustments were made, the last of which was during
the year 2008, so that authorized, paid-up capital became 1D 8 million,
divided into 8 million shares at a par value of JD 1 each.

The Company’s address is P.O, Box 7521, Building No. (188), Zahran Street -
11118 Amman, Jordan.

The Company’s objective is conducting all types of insurance, including life
insurance.

b. The accompanying financial statements were approved by the Board of
Directors in their meeting held on February 16, 2017, and they are subject to
the approval of the General Assembly of Shareholders.

2. Accounting Policies

Basis of Preparation
- The financial statements have been prepared according to the standards

issued by the International Accounting Standards Board; interpretations
issued by the International Financial Reporting Standards Committee; enacted
local laws and regulations; as well as the forms prescribed by the Jordanian
Insurance Commission.

- The financial statements have been prepared according to the historical cost
convention except for the financial assets at fair value through profit or loss
and financial assets at fair value through statement of other comprehensive
income and financial liability, which are stated at fair value in the financial
statements.

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

The accounting policies adopted for the current year are consistent with those
applied in the year ended December 31, 2015, except for what is mentioned
in Note (41.a).

The following are the significant accounting policies:

Sector Information

- The business sector represents a set of assets and operations that jointly
provide products and services subject to risks and returns different from those
of other business sectors.

- The geographic sector relates to the provision of products and services in a
defined economic environment subject to risks and returns different from
those of other economic environments.
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Financial Assets at Amortized Cost
Financial assets at amortized cost are financial assets the Company’'s management

intends, according to its business models, to hold to collect their contractual cash
flows comprising contractual cash flows that are solely payments of principal and
interest on the principal outstanding.

Financial assets at amortized cost are recorded at cost upon purchase plus
acquisition expenses. Moreover, the issue premium / discount is amortized, using
the effective interest rate method, and recorded to interest or in its account. Any
provisions resulting from the impairment in value of these investments leading to
the in-ability to recover the assets, or part thereof, and any impairment is taken to
the statement of income. Subsequently financial assets at amortized cost are
presented less impairment are deducted.

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

Financial assets may not be reclassified to / from this item except for the cases
stated in International Financial Reporting Standards (and in the event of the
disposal of any of these assets before its maturity date, the outcome of the sale is
recorded in the income statement under a separate item and disclosed according to
International Financial Reporting Standards).

Financial Assets at Fair Value through Profit or Loss

Financial assets at fair value through the profit or loss represent shares and bonds
held by the Company for trading and achieving gains from short-term fluctuations in
market prices or gains from margin trading.

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

Dividends and interests from these financial assets are recorded in the statement of
income,

Financial Assets at Fair Value through Other Comprehensive Income

- Financial assets at fair value through other comprehensive income represent
strategic investments in companies’ shares to be held for the long-term but
not for trading purposes.

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

- Dividends are taken to the statement of income.
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Date of Recognition of Financial Assets

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

Fair Value

Fair value represents the closing market price (acquisition of assets/ sale of
liabilities) on the date of the financial statements in active markets for financial
assets with a market value.

In case declared market prices do not exist, active trading of some financial assets
is not available, or the market is inactive, fair value is estimated by one of several
methods including the following:

- Comparison with the fair value of another financial asset with similar terms
and conditions,

- Analysis of the present value of expected future cash flows for similar
instruments,

- Adoption of the option pricing models.

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

Impairment in Financial Assets

The Company reviews the values of recorded financial assets at the date of the
statement of financial position to determine if there are any indications to the
impairment in their value Individually or as a portfalio.

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

Investment Property

Investments property (excluding land) are stated at cost net of accumulated
depreciation. Moreover, these investments are depreciated over their useful lives at
an annual rate of 2%. In addition, impairment in their value [s taken to the
statement of income. The operating revenues or expenses of these investments are
included in the statement of income.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand, and balances at banks and
deposits at banks maturing within three months, less bank overdraft and restricted
balances.

Re-insurers’ Accounts

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

Impairment in Re-insurance Assets

In case there is any indication as to the impairment of the re-insurance assets of
the Company, which possesses the reinsured contract, the Company has to reduce
the present value of the contracts and record the impairment loss in the statement
of income. The impairment is recognized in the following cases only:

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

2. The event has a reliably and clearly measurable effect on the amounts that
the Company will recover from the re-insurer.
- 20 =



Acquisition Costs of Insurance Policies

Acquisition costs represent the costs incurred by the Company against selling,
underwriting, or starting new insurance contracts. The acquisition costs are
recorded in the statement of income.

Property and Equipment

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

%
Office furniture and fixtures 10
Computers 20
Vehicles 15
Machinery and equipment 15
Electrical appliances 10
Buildings 2
Air-conditioning & cooling equipment 15
Fire alarm system 15
Elevators 15

Property and equipment under construction, for the Company’s use, trading, or for
purposes not determined yet, are stated at cost net of accumulated impairment,

When the carrying amounts of property and equipment exceed their recoverable
values, assets are written down, and impairment losses are recorded in the
statement of income.

The useful lives of property and equipment are reviewed at the end of each year. In
case the expected useful life is different from what was determined before, the
change in estimate is recorded in the following years, being a change in estimate.

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

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

Mortgaged Financial Assets

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

Intangible Assets

Intangible assets represent computer systems recorded at cost under a separate
item in the financial statements,

Intangible assets are classified according to their estimated lives: definite or
indefinite, Intangible assets with a definite usefu! life are amortized at a rate of
20% during that life, and amortization is recorded in the statement of income.
Intangible assets with indefinite lives are reviewed for impairment at the date of the
financial statements, and the impairment is taken to the statement of income.
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The value of intangible assets is tested for impairment at the date of the financial
statements and reduced if there are indications that their value has been impaired
in case the estimated recoverable amount of their cash-generating unit(s) is / are
less than the recorded amount of the cash generating unit(s). The impairment in
value is taken to the statement income.

The estimated life of those assets is reviewed, and any changes are made in the
subsequent periods.

Provisions
Provisions are recognized when the Company has an obligation on the date of the

statement of financial position as a result of past events, it is probable to settle the
obligations, and a reliabie estimate of the obligation amount can be made.

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

When it is expected that some or all of the economic benefits required from other
parties to settle the provision will be recovered, the receivable is recognized within
assets if receipt of the compensations is actually certain and their value can be
reliably measured.

Technical Reserve
Technical reserves are taken and maintained according to the regulations of the

Insurance Regulatory Commission as follows:

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

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

3. Additional reserves for incurred but not reported claims are calculated based
on the Company's experience and estimates.

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

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

Pravision for Doubtful Debts

A provision for doubtful debts is taken when there is objective evidence that whole
or part of these debts has become irrecoverable. The provision is calculated based
on the difference between the book value and the recoverable value.

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

- 22 -



Income tax expenses are accounted for on the basis of taxable income. Moreover,
taxable income differs from income declared in the statement of income since the
latter includes non-taxable revenue or tax expenses not deductible in the current
year but deductible in subsequent years, accumulated losses acceptable by the tax
authorities, as well as unallowable and non-taxable items.

Taxes are calculated on the basis of the tax rates prescribed according to the
prevailing laws, regulations, and instructions in Jordan.

Deferred taxes are taxes expected to be paid or recovered as a result of temporary
timing differences between the value of the assets and liabilities in the financiai
statements and the value of the taxabie amount,

Deferred taxes are calculated according to the statement of financial position
liability method based on the tax rates expected to be applied at the tax settlement
date or the realization of the deferred tax assets or liabilities.

The balances of deferred tax assets and liabilities are reviewed at the statement of
financial position date and reduced in case they are expected not to be utilized or
are no longer needed, wholly or partially.

Cost of Issuing or Purchasing of Own Shares

Costs arising from issuing or purchasing of own shares are taken to retained
earnings (net after taking into account the tax effect of these costs, if any). If
issuance or purchase is incomplete, these costs are recorded in the statement of
income,

Liability Adequacy Test

The adequacy and suitability of the insurance liabilities are evaluated through the
calculation of the present value of the future cash flows relating to the outstanding
insurance policies at the date of the statement of financial position.

If the evaluation shows that the present value of the insurance liabilities (various
purchase expenses less suitable and related intangible assets) is inadequate
compared to the expected future cash flows, the full impairment is recorded in the
statement of income.

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

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

Revenue Recognition
1- Insurance Contracts

Insurance premiums arising from insurance contracts are recorded as revenue for
the year (earned insurance premiums) on the basis of the maturities of time
periods and in accordance with the insurance coverage periods. Unearned
insurance premiums from insurance contracts at the date of the financiai
statements are recorded as unearned insurance premiums within liabilities,

Claims and incurred losses settlement expenses are recorded in the statement of

income based on the expected liability amount of the compensation relating to the
insurance policyholders or other affected parties.
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2- Dividends and Interest

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

Interest income is calculated according to the accrual method based on the
maturities of the time periods, original principals, and earned interest rate.

3- Rental Income
Rental income from real estate investments of operating lease contracts is

recognized based on the straight-line method over the contract term, Moreover,
other expenses are recognized on the accrual basis.

Expense Recognition

All commissions and other costs relating to the acquisition of new or renewed
insurance policies are amortized in the statement of income upon their occurrence,
Other expenses are recognized on the accrua) basis.

Insurance Compensation

Insurance compensations represents claims paid and change in claims reserves.

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

Salvage and Subrogation Compensation

Estimates of salvage and subrogation compensations are considered in the
measurement of the insurance liability for claims.

General and Administrative Expenses

All distributabie general and administrative expenses are allocated to the insurance
branches separately. Moreover, 80% of the general and administrative expenses
have been allocated to the various insurance departments based on the earned
pPremiums of each department in proportion to total premiums.

Employees Expenses

All distributable employees’ expenses are allocated to the insurance branches
separately. Moreover, 80% of employees’ expenses have been allocated to the
various insurance departments based on the earned premiums of each department
in proportion to total premiums.

Foreign Currency Transactions

Transactions in foreign currencies are recorded at the exchange rates of the
Jordanian Dinar prevailing at the transaction date,

Financial assets and financial liabilities denominated in foreign currencies are
translated to Jordanian Dinar according to the average exchange rates issued by
the Central Bank of Jordan at the date of the statement of financial position.
Non-monetary assets and non-monetary liabilities denominated in foreign
currencies are translated at fair value at the date of the determination of their fair
value,

Exchange gain or losses resulting therefrom are taken to the statement of income.
The resulting differences from nen-monetary assets and non-monetary liabilities are
taken as part of the change in fair value.
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Use of Estimates

Preparation of the financial statements and application of the accounting policies
require the Company’s management to perform estimates and judgments that
affect the amounts of the financial assets and liabilities, and disclosures relating to
contingent liabilities. These estimates and judgments also affect revenues,
€xpenses, provisions and changes in the fair value shown within comprehensive
income and shareholders’ equity. In particular, management is required to issue
significant judgments to assess future cash flows and their timing. The
aforementioned estimates are based on several assumptions and factors with
varying degrees of estimation and uncertainty. Moreover, the actual results may
differ from the estimates due to changes resuiting from the circumstances and
conditions of those estimates in the future.

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

- A provision for accounts receivable is taken according to the various
assumptions and bases adopted by management to evaluate the reguired
provision as per International Financial Reporting Standards.

- The financial year is charged with its share from income tax according to the
prevailing laws and regulations in Jordan.

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

- The claims provision and technical provisions are taken based on technical
studies and according to the instructions of the Insurance Commission.
Moreover, the mathematical reserve is taken based on actuarial studies.

- A provision for lawsuits against the Company is based on a legal study by the
Company’s lawyers according to which probable future risks are determined. A
review of such studies is performed periodically.

- Management reviews the financial assets, shown at cost, to evaluate any
impairment in their value. Such impairment is taken to the statement of
income.

- Real estate investments are evaluated primarily on bases and assumptions
related to market conditions and prices.

- Fair Value Hierarchy: The Company is required to determine and disclose the
level in the fair value hierarchy into which the fair value Mmeasurements are
categorised in their entirety, segregating fair value measurements in
accordance with the levels defined in IFRS. Differentiating between Level 2
and Level 3 fair value measurements, i.e. assessing whether inputs are
observable and whether the unobservable inputs are significant, may require
judgement and a carefu! analysis of the inputs used to measure fair value,
including consideration of factors specific to the asset or liability.
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3. Deposits at Banks

This item consists of the following:

December
December 31, 2016 31, 2015
Depaosits Deposits
Maturing Maturing
Deposits Within One  after Three
Maturing Month to Months
Within One Three andupto
Month Months One Year Total Total
D D D D D
Inside Jordan:
Societe General Bank - - - 2,673,790
Invest Bank 807,753 2,600,250 3,408,003 3,144,477
Bank Al Etihad - - 2,536,813 2,536,813 -
Ahii Bank - - 2,700,000 2,700,000 2,442,836
Arab Jordan Investment Bank - - 1,936,160 1,936,160 1,902,366
807,753 - 8,773,223 10,580,976 10,163,469

- During the year 2016, interest rates on deposits in Jordanian Dinar ranged

from 3% to 4.25%.

- Moreover, deposits collateralized
Insurance Commission in addition

- Restricted balances amounted to J
balances represent cash deposits

to the order of the Director General of the
to his position amounted to JD 300,250 as
of December 31, 2016 at the Invest Bank.

D 300,000 as of December 31, 2016. These

against:an overd
Company, in addition to the deposits mortgaged

General of the Insurance Commission.

4. Financial Assets at Fair Value through Profit or Loss
This item consists of the following:

Inside Jordan:

Quoted shares or listed

December 31

raft facility granted to the
to the order of the Director

2016 2015
1D i)

395,750 389,009

395,750 389,009

3. Financial Assets at Fair Value through Other Comprehensive Income
This item consists of the following:

December 31

Inside Jordan

Quoted shares at Amman Stock Market
Unguoted shares at Amman Stock Market

QOutside Jordan

Arab Reinsurance Company - Lebanon *

* This investment has been evaluated accordin

the Company’s last audited financi

- Shares mortgaged to the Director

financial assets at fair value through other com

2016 2015
D D
4,993,795 4,894,219
7,175 13,717
5,000,970 4,907,936
188,584 178,450
5,189,554 5,086,386

g to the equity method used and

al statements for the year 2015,

General of the Insurance Commission out of
prehensive income amounted

to JD 86,378 as of December 31, 2016.

- Restricted shares from financial
comprehensive income amounted to J

26 -

assets at fair value through other
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6. Financial Assets at Amortized Cost

This item consists of the following:

December 31

2016 2015
Inside Jordan D D
Arab Corp Company bonds * 50,000 50,000
Less: Provision for impairment in
Arab Corp Company bonds (49,999) (49,999)
1 1

s Arab Corp Company bonds matured on April 1, 2014. The bonds face value or
interest thereon has not been paid to the Company during the years 2015 and

2016, Moreover,

a provision has been taken for the full amount of these

bonds, and recognition of interest was suspended during the previous years.

7. Investment Property - Net

This item consists of the following:

December 31

2016 2015
D D
Lands 660,307 730,115
Less: Accumulated impairment (13,322) -
Lands 646,985 730,115
Buildings 4,039,917 4,016,075
Less: Accumulated depreciation (455,215) (373,577)
Buildings - net of accumulated

depreciation 3,584,702 3,642,498

4,231,687 4,372,613

- The movement on the buildings account was as follows:

2016 2015
D D

Balance - beginning of the year 4,016,075 1,081,617

Additions during the year 23,842 -

Transferred from property and equipment * - 124,030
Transferred from buildings under

construction ** - 5,322,667

Sold during the year ** - (2,512,239)

Balance at Year-End 4,039,917 4,016,075

- The movement on the accumulated depreciation account was as follows:

2016 2015
D D
Balance - beginning of the year 373,577 274,255
Depreciation expense 81,638 57,142
Transferred from property and equipment & 42,180
Balance at Year-End 455,215 373,577

e This item represents the amount transferred from property and equipment to

investment property for the purpose of leasing, and it represents the carrying

amount of the 2™ floor of the old building in Al-Salt Street.
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** The Company sold one of the floors of the new building to a related party
(General Investment Company). Moreover, the sale agreement was signed on
February 19, 2013. Transfer of ownership little and registration procedures at
the competent departments were completed on August 3, 2016. Accordingly,
gains on the sale were recognized. Based on the signed agreement, the
buildings costs were allocated according to the actual costs, and profits
representing the difference between the carrying value of the building land
and its market value'was recognized in proportion to the sold area. The sale

resuited in a profits of JD 359,982,

- Buildings are depreciated at an annual rate of 2% and are stated at the

carrying amount.

- The fair value of investments property has been assessed by three real estate

evaluators at JD 6,618,771 as of December 31, 2016.

8. Cash on Hand and at Banks

This item consists of the following:

December 31,

2016 2015
D D
Cash on hand 9,166 12,600
Current accounts at banks 1,107,898 416,218
1,117,064 428,818

8. _Chegues under Collection

This item consists of the following:

December 31,

2016 2015
JD D
Cheques under collection* 2,119,591 2,107,334
2,119,591 2,107,334

* The maturities of cheques under collection are up to June 20, 2019. These
checks include checks due from related parties totaling 1D 889,305. They also
include checks of JD 823,155 transferred from accounts receivable aging more

than 360 days.

10. Receivables - Net

This item consists of the following:

December 31,

2016 2015
o D

Policyholders receivable 3,091,439 2,298,086
Agents receivable 1,315,627 1,096,440
Brokers receivabie 1,087,941 925,719
Employees receivable 7,183 10,827
Legal cases receivable * 509,787 515,623
Related parties receivable 1,194,710 1,122,348
Others 43,061 251,934
7,249,748 6,220,977

Less: Provision for doubtful debts ** (1,204,675) (760,017)
Receivables - Net 6,045,073 5,460,960

. A provision for lawsuits of JD 509,787 has been taken within the provision for

doubtful debts as of December 31, 2106.

- 28 -



A&k

Movement on the provision for doubtful debts was as follows:
2016 2015
i[») D
Balance at the beginning of the year 760,017 678,694
Additions 452,445 107,289
Released balances (7,787) (25,966)
Balance - End of the Year 1,204,675 760,017

An amount of JD 889,305 was transferred from receivables to checks under
collection of related parties, and accounts receivable aging more than 360

days amounted to JD 823,155 as of December 31, 2016.

The aging of receivables js ag follows:

December 31,

2016 2015
JD JD
Less than 90 days 2,490,494 2,435,092
90 - 180 days 2,359,048 1,660,692
181 - 270 days 679,781 805,146
271 - 360 days 395,983 563,312
More than 360 days 1,324,442 756,735
7,249,748 6,220,977

A provision is taken for doubtfyl debts aging more than one year without
payments after excluding public sector debts. In the opinion of the Company’s

11. Re-insurance and Local Insurance Companies’ Accounts Receivable
This item consists of the following:

December 31,

2016 2015
D D
Local insurance companies 717,635 658,266
Foreign re-insurance companies 696,782 657,712
1,414,417 1,315,978
Less: Provision for doubtful debts * (103,021) (83,903)
Re-insurance Companies’ Accounts - Net 1,311,396 1,232,075
Movement on the provision for doubtful debts is as follows:
2016 2015
D JD
Balance at the beginning of the year 83,903 86,827
Additions 19,118 2,069
Written off - (4,993)
Balance at - End of Year 103,021 83,903

ety T+ 0



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

Less than 90 days
90 - 180 days

181 - 270 days
271 - 360 days
More than 360 days

- A provision is taken for rein

with no repayments.

12. Income Tax

a. Income tax provision

December 31,

2016 2015
D D
1,022,899 1,028,901
93,511 119,304
144,532 60,539
43,557 23,331
109,918 83,903
1,414,417 1,315,978

- Movement on the income tax provision was as foliows:

Balance at the be

Income tax paid

Income tax expense for the year*

Income tax expense for prior years
Balance at Year - End of the Year

ginning of the year

surers’ doubtful debts aging more than one year

* Income tax in the statement of income represents the following:

Income tax for the year
Prior years’ taxes **
Deferred tax assets

Tax paid on interest deposits

Rental income withholdings tax

**  On January 17, 2016
to oblige the Com

» @ decision by the Tax Court of F
pany to pay JD 245,271 to the

2016 2015
D 1D
344,887 254,606
(802,581) (425,522)
573,943 515,803
245,271 -
361,520 344,887
2016 2015
D D
560,250 496,824
245,271 -
(111,306) (18,870)
13,693 18,979
707,908 496,933

Department, reépresenting claims on the year 2006.

b. Deferred Tax Assets [ Liabilities

The details are as follows:

irst Instance was issued
Income and Sales Tax

December 31,
December 31, 2016 2015
Balance at Transferred
the to the Transferred
Beglnning Amounts  Amounts Balance at  Deferred Income to Valuation
Accounts Included of the Year _Released Added Year-End Tax Statement Reserve Deferred Tax
10 Jb D o b a} o
Provision for doubtfu) debts 843,920 (7,7871 471,563 1,307,696 313,847 (111,306[ - 202,541
843,920 (7,787} 471,563 1,307,696 313,847 {111,306} - 202,541
Effect of adopting standards {9) 118,315 - 118,315 28,396 28,396
Financlal assets valuation
reserve 478,030 - 68,826 546,856 131,247 - 16,520 114,727
596,345 - 68,826 665,171 159,643 - 16,520 143,123
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The movement on deferred tax assets and liabilities was as follows:

December 31,

2016 2015
Assets Liabilities Assets Liabilities
D D il»] JD
Balance at the beginning of the year 202,541 143,123 183,671 199,413
Additions 111,306 16,520 18,870 -
Released - - - {56,290)
Balance at Year - End for the Year 313,847 159,643 202,541 143,123

Summary of the reconciliation of accounting profit with taxable profit:

2016 2015
D D
Declared accounting profit 2,273,221 1,778,216
Non-taxable item (616,140) (300,867)
Non-deductible expenses 734,349 673,348
Taxable Profit 2,391,430 2,150,697
Income Tax Rate 24% 24%

On January 17, 2016, a decision by the Tax Court of First Instance was issued
to oblige the Company to pay JD 245,271 to the Income and Sales Tax
Department, representing claims on the year 2006,

The Income and Sales Tax Department accepted the tax returns for the years
2013 and 2014 according to the sampling system. Moreover, the tax returns
for the years 2015 and 2016 have been submitted, and the related taxes paid.
However, the returns have not been reviewed by the Income and Sales Tax
Department yet. In the opinion of the Company’s management and tax

consultant, the provisions taken are adequate, and no additional provisions
are required,
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14. Intangible Assets - Net

This itern consists of the following:

December 31, 2016
Cost:
Balance at the beginning of the year
Additions
Balance - End of Year

Accumulated Amortization:

Balance at the beginning of the year
Amortization for the year

Balance at Year-End

Net Book Value of Intangible Assets

December 31, 2015
Cost:

Balance at the beginning of the year
Additions
Balance - End of Year

Accumulated Amortization:

Balance at the beginning of the year
Amortization for the year

Balance at Year-End

Net Book Value of Intangible Assets

15. Other Assets

*

%k

This item consists of the following:

Accrued revenues

Prepaid expenses

Recovered claims paid - net *

Refundable deposits

Payments for purchases of intangible assets **
Other

Computer

J

D

142,832

1

2,848

155,680

131,157

6,145
137,302
18,378

Computer
JD

14

0,832

2,000
142,832

11

9,737

11,420
131,157
11,675

December 31,

2016 2015
|y D
189,616 99,348
4,269 7,215
222,020 206,882
75,869 54,837
120,000 42,000
8,017 8,317
619,751 418,599

During the year, the Company assessed other insurance companies recoveries

and deducted the related amounts from the compensations paid.

This item represents amounts paid for purchasing computer programs and

their development to third parties.
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16. Mathematical Reserve - Net

The movement an the mathematical reserve is as follows:

Balance at the beginning of the year

Disposals during the year

Net Mathematical Reserve - End of the Year

17, Accounts Payable

This item consists of the following:

Agents payable
Employees’ payable
Brokers payable
Others*

e This item consists of the following:

Policyholders (compensations)
Laboratories
Car workshops and spare parts

Third party administrative - medical insurance

Compensations payable
Trade payables

Payments on account - related parties **

Other

December 31,

2016 2015
D D
246,440 397,282
(188,902) (150,842)
57,538 246,440

December 31,

2016 2015
1D 1D
286,650 289,365
2,380 55
277,877 291,315
2,025,278 1,296,915
2,592,185 1,877,650

December 31,

2016 2015
D D

28,494 57,873
3,702 5
234,321 138,426
1,203,752 424,473
387,576 53,330
63,679 159,329
s 200,000
103,754 263,484
2,025,278 1,296,915

**  This item represents amounts received as payments on account of purchasing
part of the Company’s new building from related parties. Moreover, transfer of
ownership title and registration procedures at the competent departments
were completed on August 3, 2016. Consequently, gains resulting from the
sale were recognized according to the signed agreement.

18. Re-insurance and Local Insurance Companies' Accounts Payable

This item consists of the following:

Foreign re-insurance companies
Local insurance companies

19. Accrued Expenses and Various Provisions

This item consists of the following:

Provision for scientific research and vocational

training
Provision for other liahilities *

Provision for the Insurance Commission’s fees

Accrued bonuses

- 34 -

December 31,

2016 2015
D JD
1,991,276 1,945,581

390,366 159,581
2,381,642 2,105,162

December 31,

2016 2015
D JD
1,639 2,089
- 215,770
8,305 8,879
130,000 118,454
139,944 345,192




e There was a lawsuit against the Income and Sales Ta
year 2006. The lawsuit was settled at the be
the Company paid iD 245,271 to the Incom
settlement for that year. As such, the Com
booked the payment within tax expenses for

X Department for the
ginning of 2016. Consequently,
€ and Sales Department in final
Pany recorded the provision and
the current period.

The following table illustrates the movement on accrued expenses and the

various provisions:

Balance Used
Beginning of  Taken for During the  December 31,
the Year the Year Year 2016
i JD D D
Provision for scientific research and
vacational training 2,089 - (450) 1,639
Provision for other liabilities 215,770 S (215,770) -
Insurance management accrued
expenses 8,879 137,151 (137,725) 8,305
Accrued bonuses 118,454 131,418 (119,872) 130,000
345,192 268,569 (473817) 139,944
20._ Other Liabilities
This item consists of the following:
December 31,
2016 2015
D D
Accrued expenses 31,250 32,650
Revenues received in advance 101,393 151,038
Board of Directors’ bonuses 40,431 43,781
Other 128,414 110,819
301,488 338,288

21. Authorized and Paid — up Capital

= Authorized and paid - up capital
distributed over 8,000,000 shares with

- Issuance premiums amounted to 1D 41,507,

22._ Reserves
Statutory Reserve

amounted to JD 8,000,000 million,
a par value of JD 1 each,

The amounts in this account represent appropriations from annual income
before tax at 10% according to the Companies Law. This reserve may not be
distributed to shareholders. The total accumulated balance at the account
shouldn’t exceed 25% of the Company’s paid up capital.

Voluntary Reserve

The amounts accumuiated in thi
annual income before tax at a rate

is used for the purposes decided

General Assembly of Sharehoiders

not exceeding 20%.

5 account represent appropriations from
The voluntary reserve

by the Board of Directors. Moreover, the

has the right to fully or part

this amount as profits to shareholders,

23. Financial Assets Valuation Reserve
This item consists of the following:

- Net

Balance at the beginning of the year

Changes during the year

Released from deferred tax liabilities
Transferred from deferred tax liabilities

Net Change during the Year
Balance - End of Year

35 -

ially distribute

2016 2015
D 1D

363,313 541,566
68,826  (234,543)
- 56,290
(16,520) :
52,306 (178,253)
415,619 363,313




24. Retained Earnings
This item consists of the following:

Balance at the beginning of the year
Profit for the year
Dividends distributed to shareholders
Transferred to reserves
(Losses) on disposal of financial assets at fair
value through other comprehensive income
Balance - End of Year

25. Interest Revenue
This item consists of the following:

Earned interest

26, Net Gain from Financial Assets and Investments
This item consists of the following:

Net Change in fair value of financial assets fair value

through profit or loss

Cash dividends (from financia! assets at fair value
through profit or loss)

Cash dividends’ (from financial assets at fair value
through other comprehensive income)

Gain on sale of real estate

Loss of impairment in the value of investment
properties

Net rental income *

2016 2015
D D
2,701,774 1,602,990
1,565,313 1,281,283
(1,200,000) -
(15,356) (181,905)
- (594)
3,051,731 2,701,774
2016 2015
D D
360,241 406,288
360,241 406,288
2016 2015
1D D
6,741 270
22,273 19,754
210,647 207,134
359,982 -
(13,322) -
236,733 93,628
823,054 320,786

e This item includes rental income from related parties of JD 174,416 for Abu
Jaber Brothers Company and Jordan Projects for Tourism Development

Company.

27. Other Revenue - Net
This item consists of the following:

Gain on sale of property and equipment
Refunds of car accidents sufferers’ fund
Commissions of underwriting accounts
Other revenue

- 36 -

2016 2015
D Jb
5,164 3,714
40,292 =
3,117 S
12,346 63,108
60,919 66,822




28. Employees’ Expenses

This item consists of the following:

Salaries and bonuses

Company’s social security contributions
Medical expense

Provision for bonuses *

Trave! and transportation

Employees Expenses Related Directly to
Underwriting Accounts

Employees’ Administrative Expenses Allocated
to underwriting Accounts

Total Employees’ Expenses Allocated to
Underwriting Accounts

Employees’ Expenses Unallocated to Underwriting

Accounts

2016 2015
D D

864,387 837,196
105,661 97,731
45,866 40,772
136,168 110,000
7,020 6,620
1,159,102 1,092,319
455,826 422,520
562,621 535,838
1,018,447 958,358
140,655 133,961

e This item represents employees’ bonuses allocated to entitled personne|
according to the Board of Directors’ decision at the time.

- Expenses were allocated as follows:

2016 2015
Allocated Total Total
Direct Administrative Allocated Allocated
Expenses Expenses Expense Expenses
D D i D
Life 6,513 25,965 32,478 54,080
Motor 260,593 294,104 554,697 526,898
Marine and transportation 46,507 9,228 55,735 55,457
Fire and other damages 36,910 49,039 85,949 94,246
Liability - 3,880 3,880 3,345
Medical 105,303 175,043 280,346 216,326
Aviation - 2,886 2,886 2,991
Others - 2,476 2.476 5,015
455,826 562,621 1,018,447 958,358
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29. General and Administrative Expenses

This item consists of the following:

Legal expenses and fees
Insurance Commission fees
Rent

Printing and stationery
Advertising and marketing
Bank charges

Bank interest

Travel and transportation
Maintenance

Post and telephone
Collection commissions - shift
Hospitality

Companies controller’s fees
Donations

Subscriptions

Government fees
Professional fees

Assets insurance

Cars expenses

Computer expenses
Actuary’s fees

Other expenses

Total General and Administrative
Expenses Allocated to Underwriting
Accounts *
Total General and Administrative
Expenses Unallocated to
Underwriting Accounts

Expenses were allocated as follows:

Life

Motor

Marine and transportation
Fire and other damages
Liabilities

Medical

Aviation

Others

- 38 -

2016 2015
0 D
129,407 121,115
137,144 125,323
7,292 7,292
17,712 16,546
6,297 7,888
21,920 15,546
2,781 389
23,742 22,373
37,839 16,725
12,340 21,851
150 2,870
8,316 5,731
600 600
2,655 3,405
8,184 8,998
11,502 6,516
17,250 17,250
13,302 9,373
20,132 23,570
10,385 10,063
8,000 6,080
50,400 41,838
547,350 491,342
437,880 393,074
109,470 98,268
2016 2015

D 1D
20,208 24,638
228,897 216,477
7,182 6,341
38,166 39,007
3,020 2,454
136,234 98,284
2,246 2,195
1,927 3,678
437,880 393,074




30, Other Expenses
This item consists of the following:

2016 20115
D D
Board of Directors’ bonuses 37,485 40,837
37,485 40,837

31. Earnings per Share for the Year

Earnings per share have been computed by dividing profit for the year by the
outstanding shares. The details are as follows:

2016 2015
JD 1D
Income for the year 1,565,313 1,281,283
Share Share
Outstanding shares 8,000,000 8,000,000
JD / Share JD / Share
Earnings per Share for the Year -/196 -/160

32. Cash and Cash Equivalent

The details of this item are as follows:

December 31,

2016 2015
JD D
Cash on hand 9,166 12,600
Deposits at banks maturing within three months 807,753 546,615
Current accounts at banks 1,107,898 416,218
Less: Restricted deposits (600,250) (600,250)
1,324,567 375,183

33. Risk Management
The Company manages risks by various methods, using a comprehensive

strategy to restrict and mitigate risks. Moreover, the Company sets up
appropriated controls and monitors their effectiveness in a manner that
achieves the optimal risk-return balance. Management of risks included
constantly identifying, measuring, managing, and monitoring the financial and
non-financial risks that may negatively affect the Company’s performance and
reputation. In addition, the Company guarantees the allocation of capital to
achieve the optimal average return on risks. The Company Is also exposed to
the following risks: insurance risks and, financial risks, representing: market
risks, liquidly risks, interest rate risks, and commission rate risks.

a.__ Insurance Risk

1. Insurance Risks
Insurance risks are the risks of uncertainty as to the occurrence, timing, and
amount of insurance claims. Moreover, insurance risks can be managed
through following up on the size and all types of new insurance, soundness of
pricing, and actual claims against the expected claims.

Risk according to the insurance policy is the probability of occurrence of an
accident to the insured and the consequential claims of uncertain amounts
due to the nature of the insurance policy. The occurrence of the risk is
sudden, and therefore, cannot be expected.
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The key risk that the insurance companies face according to the insurance
policies arises from actual claims and benefits payments exceeding the
amount stated under insurance liabilities. In addition, there is the probability
of improper pricing of risks and underwriting in bad, uninsurable risks,
Consequently, the inflow of claims, benefits, and their severity exceed the
assessed incurable amounts of insurance claims. Moreover, the actual
amounts, claims amounts, and benefits differ, from year to year, from the
expected assessments.

The more diversified the insurance portfolio, the less susceptible it becomes to
the impact of the changes to any of its components. Moreover, the Company
has developed the strategy of underwriting through insurance policies to
diversify the insurance risks it accepts. Such diversification included every
category to broaden the risks base and reduce the percentage of change in
the expected result,

The Company signed insurance policies with other companies to mitigate the
risks arising from large claims.

The re-insurance policies do not resolve the Company’s liabilities toward
others. Instead, the Company remains liable to others concerning the
reinsured share even if the re-insured Company does not fulfill its liabilities.

The Company manages these risks through a sound underwriting strategy,
excellent category of re-insurance treaties, and dealing effectively with
accidents. Moreover, the Company sets the underwriting bases that make
available the criteria for risk selection.

The risk analysis below is determined based on the exposure to risks related
to unearned premiums as of the financial statements date. Moreover, the
analysis has been prepared, assuming that the amount of unearned premiums
as of the date of the financial statements was outstanding for the whole year.
An increase or decrease of (5%) is used, representing management’s
evaluation of the probable and acceptable extent of accuracy of the provision
for unearned premiums calculation.

+5% -5%
December 31, December 31,
2016 2015 2016 2015
JD D D D
Statement of income 377,405 343,746 (377,405) (343,746)
Change of equity 377,405 343,746 (377,405) (343,746)

Claims Development

The schedules below show the actual claims (based on management’s
estimates at year-end) compared to the expectations for the past four years
based on the year in which the vehicles insurance claims were reported as
follows:
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Grogs - Liabliity Insurance:

Year of Accident

As of year-end

Alter one year

After two years

After three years

After four years

Current expectations of cumulative claims

Cumulative payments

Liabilitles as stated in the statement of flnancial position
Reported claims

(Deflcit) excess in the preliminary estimate of the provision

Gross - Personnel Insurance:

Year of Accident

As of year-end

After one year

After two years

After three years

After four years

Current expectations of cumulative claims

Curnulative payments

Liabilitles as stated in the statement of financial position:
Unreported claims

Excess (deficit) in the preliminary estimate of the provislon

Gross - Life Insurance:

Year of Accident

As of year-end

After one year

After two years

After three years

After four years

Current expectations of curnulative claims

Cumulative payments

Liabiliies as stated in the statement of financial position:
Unreported claims

Excess (deficit) in the preliminary estimate of the provision

2012 December 31,
and before 2013 2014 2015 2016 Total
D o pv] 1D o] Jo
114,616 11,975 5,710 4,000 183 136,484
114,616 11,975 5,710 4,000 136,301
114,616 11,975 5,710 132,301
114,616 11,975 - 126,591
114,616 = 114,616
114,616 11,975 5,710 4,000 183 136,484
72,868 11,475 210 3,450 88,003
41,748 500 5,500 550 183 48,481
S S - 485 485
202 December 31,
and before 2013 2014 205 2016 Totat
] pv} D o} o] Jo
1,457 1,012 1,524 1,263 722 5,978
4,784 1,012 1,524 1,263 8,583
4,784 1,012 1,524 7,320
4,784 1,012 - 5,796
4,784 - 4,784
4784 1,012 1,524 1,263 722 9,305
4,784 1,012 274 1,263 7,333
. 1,250 722 1,972
- 20 20
3,327 - - - 3,327
2012 December 31,
and before 2013 2014 2015 2016 Total
o] D s} D ] b]
89,702 90,283 32,738 54,392 109,992 382,107
89,702 90,283 84,522 54,392 318,899
89,702 92,283 84,522 - 266,537
89,702 92,283 181,985
89,702 92,283 84,522 54,392 105,992 430,921
89,702 31,765 16,420 29,641 . 161,528
60,518 74,132 24,751 109,992 269,393
* 10,000 10,000 10,000
- 46,814 - 46,814
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3. Concentration of Insurance Risks
Concentration of assets and liabilities and off-statement of financial position
items related to unearned premiums provision, claims provision, and
mathematical provision is as follows:
2016 2015
Type of Insurance Gross Net Gross Net
o JD JD D
Motor 17,062,694 15,424,723 17,540,272 15,496,284
Marine and transportation 729,733 74,715 765,661 78,087
Fire and other damages to properties insurance 2,074,218 221,443 2,331,274 216,498
Liability 124,692 52,031 116,269 36,567
Medical 3,117,294 2,217,741 1,732,016 1,165,393
Aviation 49,891 2,390 58,303 2,384
Other insurance 36,828 17,612 68,401 47,129
Life insurance 417,668 146,090 528,436 254,616
23,613,018 18,156,745 23,140,632 17,336,958
Concentration of the assets and liabilities according to the geographical
distribution is as follows:
December 31, 2016 December 31, 2015
Assets Liabilities Assets Liabilities
jD JD JD JD
According to Geographical Area:
Inside Jordan 36,883,094 22,008,908 34,910,808 20,545,579
Europe 694,870 2,084,259 657,712 1,945,681
Other Middle East countries 188,532 - 178,450 -
37,766,496 24,093,167 35,746,970 22,491,260
Concentration of accounts receivable and accounts payable according to
sector is as follows:
December 31, 20156 December 31, 2015
Assets Liabilities Assets Liabilities
D D D JD
According to Sector:
Private Sector 6,045,073 2,592,185 7,414,972 1,877,650
Public Sector - - 121,983 -
Total 6,045,073 2,592,185 7,536,955 1,877,650
4. Re-insurers Risk

The Company signed re-insurance contracts with other companies to mitigate
the risks arising from large claims. Moreover, the Company evaluated the
financial position of the contracted re-insurance company. Its concern hinges
on credit risks resulting from the geographical distribution and nature of work
and activities of the re-insurance companies. In addition, the Company
entered into re-insurance contracts that enable it to face risks with
competitive pricing and to maintain the optimal level of risks, taking into
consideration financial resources such as reserves, volume of securities
portfolio, and ready assets.

The size of retained risks is in line with scientific criteria and the general
comparison index. More important for the Company is keeping a high liquidity
ratio.

The re-insurance premiums do not replace the Company’s liabilities toward
others. Instead, the Company remains liable to others in terms of the
reinsured share even if the Company does not fulfill its insurance obligations,
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b. _ Financial Risks
The Company adopts financial policies for managing the different risks within

a specified strategy. Moreover, the Company's management monitors and
controls risks and performs the optimal strategic distribution for both financial
assets and financial liabilities. Risks include interest rate risks, credit risks,
foreign currency risks, and market risks.

The Company adopts a financial hedging policy for financial assets and
financial liabilities, when necessary. This hedging relates to the expected
future risks.

1. Market Risk

Market risks are the risks arising from the fluctuation in fair value or cash
flows of financial instruments as a result of the change in market prices.
Moreover, market risks arise from open positions relating to interest rates,
currencies, and investments in shares. These risks are monitored according to
certain policies and procedures through competent committees and the
concerned work centers. Additionally, market risks include interest rates,
exchange rates risks, and equity instrument risks.

2. Liquidity Risk
Liquidity risks relate to the Company’s inability to make available the
necessary financing to meet its obligations on their maturity dates,
Furthermore, management of risks inciude the following:

m i, 2016
Liabilities;
Re-insurance companies’
Accounts
Payables
Other liabilities
Total

Keeping highly marketable assets that can be easily liquidated as a
safeguard against unforeseeable shortfall in liquidity.

Monitoring liquidity indicators according to the internal requirements and
regulatory authorities’ requirements.

Managing concentrations and debts maturity dates.
The following table summarizes the maturities of financial liabilities (on

the basis of the remaining period of the maturity from the date of the
financial statements):

Total Assets (according to

1
Liabilities:
Re-insurance companies’
Accounts
Payables
Other liabilities

Total

Total Assets (according to

Less than From 1 From 3 From 6 From 1
One Month to 3 Monthsto 6 Monthsto1  Year to 3 More than
Month Months Months Year Years 3 Years Total
1D 1D D D 1D D D
169,928 318,947 478,417 1,414,350 - - 2,381,642
172,814 345,623 518,437 1,555,311 - - 2,592,185
87,911 4,178 16,164 193,235 - - 301,488
430,653 668,748 1,013,018 3,162,896 - - 5,275,315
their expected maturities) 1,173,124 5,077,663 3,019,172 9,188,949 828,746 18,478,842 37,766,496
150,201 281,921 422,879 1,250,161 - . 2,105,162
125,178 250,352 375,530 1,126,590 - - 1,877,650
98,642 4,688 18,137 216,821 - - 338,288
374,021 536,961 816,546 2,593,572 - - 4,321,100
their expected maturities) 1,110,392 4,806,140 2,857,725 8,697,579 784,430 17,490,704 35,746,970
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3. Currency Risks
The Company’'s main operations are in Jordanian Dinar. Moreover, currency
risk relates to the risk of changes in currency rates that relate to payments
denominated in foreign currencies. As for transactions in US Dollars,
management believes that the foreign currency risk relating to the US Dollar
is immaterial as the Jordanian Dinar (the functional currency) is pegged to the
US Dollar.

The following illustrates the Company’s major foreign currency risks:

Foreign Currency Jordanian Dinar
December 31,
2016 2015 2016 2015
Type of Currency: b D o JD
US Dollar 402,404 164,601 285,304 116,702
Euro 78,130 103,541 57,972 79,727

Management believes that the Company’s foreign currency risks and their
impact on the financial statements are immaterial, The following table
summarizes the effect of change in the exchange rate of Euro by 5% as of the
date of the statement of financial position:

Assets
December 31,
2016 2015 2016 2015
Type of Currency: (+2%) (-2%) (+2%) (-2%)
Euro 1,563 (1,563) 2,071 (2,071)

4. Interest Rate Risk
Interest rate risk is the risk that the value of a financial instrument will
fluctuate due to changes in market interest rates. Moreover, the Company
manages interest rate risks through applying the sensitivity analysis of
interest rate instruments in a manner that does not negatively affect net
interest income.

The Company also manages Its interest rate risk regularly by evaluating the
different alternatives such as funding and renewing current positions and
alternative funding.

The sensitivity analysis below has been determined based on the exposure to
interest rates of deposits at the financiai statements date. The analysis is
prepared assuming that the amount of deposits at the statement of financial
position date was outstanding for the whole year. A (0.5%) increase or
decrease is used which represents management’s assessment of the
reasonable probable net change in market interest rates.

+0/5% (0/5%)
December 31, December 31,
2016 2015 2016 2018
D D D D
Statement of income 52,904 50,817 (52,904) (50,817)
Shareholders’ equity 52,904 50,817  (52,904) (50,817)
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5. Sensitivity of Insurance Risks

December 31, 2016

December 31, 2015

Statement of Changes in Statement Changes in
Income Equity of Income Equity
D 1D D iD
Income / shareholders’ equity 1,565,313 13,673,329 1,281,283 13,255,710
Impact of increasing gross compensations
by 5% while holding other factors constant —(1,151,727) (1,151,727) (1,133,060) (1,133,060)
413,586 12,521,602 148,223 12,122,650
Income / shareholders’ equity 1,565,313 13,673,329 1,281,283 13,255,710
Impact of increasing gross compensations (708,629)
by 5% while holding other factors constant (761,078) _ (761,078} (708,629)
804,235 12,912,251 572,654 12,547,081

Share Price Risks

These risks represent the decrease in equity investments due to the changes
in the indicators ievel of subscribed shares in the Company’s portfolio.

The following is the impact of a +5% or -5% change in the index of the stock

exchange in which the shares are traded:

Impact on
Profit for Irmpact on Impact on Impact on
Change in the year  shareholders’ the Year's  Shareholders’
Index 2016 Equity 2016  Profit 2015 Equity 2015
JD D i D D
Stock Exchanges 5% Increase 19,788 259,478 19,450 264,161
Stock Exchanges 5% Decrease {15,788) (259,478) (19,450) (264,161)

7. Credit Risk

Credit risk relates to the

other party's inability to meet its contractual

obligations leading to the incurrence of losses by the Company. Moreover, the

Company adopts a policy
mitigate the financial
liabilities. The Company does not foliow
accounts receivable. Consequently,

losses arising from the C

of dealing with creditworthy parties in order to
ompany’s default on its
a policy of taking guarantees against
accounts recejvable are not guaranteed.

The Company’s financial assets consist primarily of holders of documents and

financial investments at fair
property investments, cash

parties,

and external

value through the statement of income, financial
investment at fair value through the statement of comprehensive
and cash equivalents, and other debit a
Moreover, holders of documents represent debts d
governmental bodies, large projects,

income,
ccounts,
ue from the locally insured
customers.

Moreover, the Company‘s management believes that the ratio of the debts
owed to the Company is high. However, the probability of no collection of all

or part of these debts is very low,

their geographical areas is as follows:

Geographical Area

Inside Jordan
Outside Jordan

Moreover,
concentration of risk in the customers’ q
stringent credit risks control is maintained,
monitored separately and constantly. Custo

these debts represent significant
eographical areas. In addition,

as each customer’s account is

mers concentration according to

Assets
20186 2015
JD D
7,967,383 6,879,243
696,782 657,712
8,664,165 7,536,955
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34. Main Segments Analysis

a. Information on the Company’s Operating Segments
For managerial purposes, the Company was organized into two sectors:

1. The General Insurance Sector which includes motor, marine
transportation, fire and other damages on properties, liability, and
medical; and

2. The Life Insurance Sector.

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

b. _Information on Geographical Distribution

This note represents the geographical distribution of the Company's
operations. Moreover, the Company conducts its operations mainly in the
Kingdom, representing local operations.

The following is the distribution of the Company's revenue and capital
expenditures according to geographical sector:

Inside Jordan Cutside Jordan Total
For the Year Ended December 31,
2016 2015 2016 2015 2016 2015
D D D D D D
Total revenue 18,036,181 17,740,307 - - 18,036,181 17,740,307
Capital expenditures 12,848 986,552 - - 12,848 986,552
December 31,
2016 2015 2016 2015 2016 2015
JD Jo JD D o D
Total assets 36,883,095 34,910,808 883,401 836,162 37,766,496 35,746,970

35. Capital Management

= Achieving Capital Management Objectives:

The Company aims to achieve capital management objectives through
growing the Company’s operations; achieving surplus in operating profits and
revenues; and optimal employment of available resources. This is to achieve
the targeted growth in shareholders’ equity through growing the statutory
reserve at 10% of realized profits and the voluntary reserve at no more than
20% (if necessary). The Company takes into consideration that the size of
capital should be compatible with the size and nature of risks that the
Company is exposed to. This is carried out in a manner that does not
contradict the regulations and instructions in force, and is reflected in the
Company’s strategies and budgets. Moreover, the effect on capital adequacy
ratio is considered upon acquiring investments. Additionally, capital and its
adequacy are monitored periodically.
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- The solvency margin as of December 31, 2106 and 2015 is as follows:

First: Available capital *

Second: Required capital
Capital required against assets risks
Capital required against underwriting liabilities
Capital required against reinsurers’ risks
Capital required against life insurance
Total Required Capital

Third: Solvency margin ratio (available capital /
required capital)

* Available capital consists of the following:

Primary Capital:
Paid-up capital
Statutory reserve
Voluntary reserve
Insurance premium
Retained earnings
Less: Proposed dividends

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

Total Supplementary Capital

- 49 -

December 31,

2016 2015
D D

15,260,413 15,989,135
5,467,146 6,119,281
2,714,615 2,641,240
495,170 357,380
8,676,931 9,117,901

176% 172%

December 31,

2016 2015
D D

8,000,000 8,000,000
2,000,000 1,984,644
164,472 164,472
41,507 41,507
3,051,731 2,701,774
800,000 1,200,000
12,457,710 11,692,397
415,619 363,313
2,387,084 3,933,425
2,802,703 4,296,738
15,260,413 15,989,135




36. Assets and Liabilities Maturities

The following table shows the analysis of assets and

their expected period of recovery or settlement:

December 31, 2016

Assets
Deposits at banks

Financial assets at fair value through profit or loss

Financial assets at fair value through other
comprehensive income

Financial assets at amortized cost

Investment property

Cash on hand and at banks

Cheques under collection

Receivable - net

Re-insurance and local insurance companies’
accounts receivables

Deferred tax assets

Property and equipment - net

Buildings under construction

Intangible assets - net

Other assets

Total Assets

Liabilities

Unearned premiums provision - net

Claims provision - net

Mathematical provision - net

Payables

Re-insurance and local insurance companies’
accounts payables

Various provisions

Income tax provision

Deferred tax liabilities

Other liabilities

Total Liabilities
Net

liabilities according to

Within One More than
Year One Year Total
i) D Jb

10,580,976 - 10,580,976
395,750 - 395,750
- 5,185,554 5,189,554
- 1 1
- 4,231,687 4,231,687
1,117,064 - 1,117,064
2,119,591 - 2,119,591
- 6,045,073 6,045,073
- 1,311,398 1,311,396
- 313,847 313,847
- 5,823,388 5,823,388
- 18,378 18,378
- 619,791 619,791
14,213,381 23,553,115 37,766,496
7,548,092 - 7,548,092
10,551,115 - 10,551,115
57,538 - 57,538
2,592,185 - 2,592,185
2,381,642 - 2,381,642
139,944 - 139,944
361,520 - 361,520
- 159,643 159,643
301,488 - 301,488
23,933,524 159,643 24,093,167
(9,720,143) 23,393,472 13,673,329
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December 31, 2015

Assets
Deposits at banks
Financial assets at fair value through profit o

r loss

Financial assets at fair value through statement of

other comprehensive income

Financial assets at amortized cost

Investment property

Cash on hand and at banks

Cheques under collection

Accounts receivable - net

Re-Insurance and local insurance companies’
accounts receivables

Deferred tax assets

Property and equipment - net

Buildings under construction

Intangible assets - net

Other assets

Total Assets

Liabilities

Unearned premiums provision - net

Claims provision - net

Mathematical provision - net

Payables

Re-insurance and local insurance companies’
accounts payables

Various provisions

Income tax provision

Deferred tax liabilities

Other liabilities

Total Liabilities
Net

37.  Lawsuits against the Company

There are lawsuits against the Com

Within One More than
Year One Year Total
D Jb 1D

10,163,469 - 10,163,469
389,009 - 389,009
- 5,086,386 5,086,386
- 1 1
1,020,616 3,351,997 4,372,613
428,818 - 428,818
2,107,334 - 2,107,334
- 5,460,960 5,460,960
1,220,270 11,805 1,232,075
- 202,541 202,541
2,747,164 3,126,326 5,873,490
11,675 - 11,675
301,720 116,879 418,559
18,390,075 17,356,895 35,746,970
6,874,915 - 6,874,915
6,759,271 3,456,332 10,215,603
246,440 - 246,440
1,877,650 - 1,877,650
2,105,162 - 2,105,162
334,224 10,968 345,192
344,887 - 344,887
- 143,123 143,123
338,288 - 338,288
18,880,837 3,610,423 22,491,260
(490,762) 13,746,472 13,255,710

pany claiming compensation on various

accidents. Moreover, the lawsuits at courts with determined amounts totaled
JD 2,814,500 as of December 31, 2016 (JD 2,980,099 as of December 31,
2015). In the opinion of the Company’'s management and its lawyer, no
liabilities in excess of the provisions within the claims provision shall arise.

38.__Contingent Liabilities

As of the date of the statement of financial position,

contingently liable for the following:

- Bank guarantees of JD 511,349 with cash collaterals of ID 51,135,
- Bank guarantees of JD 18,402 with cash collaterals of 1D 18,402.

e

the Company was



39. Transactions with Related Parties

- The Company entered into transactions with major shareholders, members of
the Board of Directors, and executive management within its regular activities.
All insurance credit granted to related Parties are considered operating.

- The following is a summary of the transactions with relate

year:

Statement of Financial Position Items:
Accounts receivable:

Jordan Projects for Tourism Development *
Jordan Paper and Cardboard Company *
Orient Insurance Agency *

Modern Arab Distribution Company Ltd *
Yousef Nader & Sons Company *
Specialized Logistics Services Company
General Investment Company *

Abu Jaber Brothers Company *

Board of Directors and Shareholders Receivables
Communication Development Company *
Al Taem AL Fakher for Trading Company *
Al-Yadouda Trading Company *

Checks under Collection:

Jordan Projects for Tourism Development Company *
General Investments Company *

Jordan Paper and Cardboard Company *

Orient Insurance Company *

Communication Development Company *

Other Assets:

Trans Jordan for Information Technology and
Development Company - Down payment
of purchasing intangible assets

Accounts Payable:

Abu Jaber Brothers Company *

Orient Insurance Agency

Jordan Projects for Tourism Development

d parties during the

December 31,

2016 2015

D D
110,178 200,082
388,131 312,908
- 310,343
164,719 .
71,256 -
67,509 -
45,243 78,393
293,830 174,444
30,909 32,791
9,864 13,387
10,857 -
2,214 -
1,194,710 1,122,348
600,000 750,000
60,150 -
- 40,000
223,155 307,989
6,000 8,000
889,305 1,105,989
120,000 42,000
- 200,000
10,080 -
9,792 -
19,872 200,000

e The Company is partially owned by a member of the Board of Directors.
During the subsequent period, a letter was received from Abu Jaber Brothers
Company to transfer the credit balance of JD 200 thousand as of the year-end
2015 for payment of part of the amount due to Orient Insurance Agency.
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For the Year Ended
December 31,

2016 2015

Income Statement Items: JD D

Revenues and commissions on underwritten

installments 1,181,237 822,021
Compensation paid 506,649 288,454
Rental income (Note 26) 174,416 78,236
Proceeds on the disposal of investments property* 359,982 -

The Company sold one of the new building floors to a related party (General
Investments Company) on February 19, 2013. Transfer of ownership title
procedures were completed at the competent department on August 3, 2016.
Consequently, gains on the sale transaction were recognized according to the
signed agreernent. Moreover, the cost of the building was allocated based on
the actual cost, and gains, representing the difference between the land
carrying amount and its market value, were recognized in proportion to the
sold area. The sale resulted in gains of JD 359,982,

The following is a summary of the benefits (salaries, bonuses, and other
benefits) for executive management:

For the Year Ended
December 31,

2016 2015
Description JD D
Salaries and other benefits 523,825 502,530
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41. Adoption_of New and Revised International Financial Reporting Standards
(IFRSs)

8. New and revised IFRSs applied with ne material effect on the financial
statements:
The following new and revised IFRSs, which became effective for annual
periods beginning on or after January 1, 2016, have been adopted in these
financial statements. The application of these revised IFRSs has not had any
material impact on the amounts reported for the current and prior years but
may affect the accounting for future transactions or arrangements.

» IFRS 14 Regulatory Deferral Accounts

« Amendments to IAS 1 Presentation of Financial Statements relating to
Disclosure Initiative

» Amendments to IFRS 11 Joint arrangements relating to accounting for
acquisitions of interests in joint operations

* Amendments to IAS 16 Property, Plant and Equipment and IAS 38
Intangible Assets relating to clarification of acceptable methods of
depreciation and amortisation

¢ Amendments to IAS 16 Property, Plant and Equipment and IAS 41
Agriculture: Bearer Plants

» Amendments to IAS 27 Separate Financial Statements relating to
accounting investments in subsidiaries, joint ventures and associates to be
optionally accounted for using the equity method in separate financial
statements

* Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12
Disclosure of Interests in Other Entities and IAS 28 Investment in
Associates and Joint Ventures relating to applying the consclidation
exception for investment entities

* Annual Improvements to IFRSs 2012 - 2014 Cycle covering amendments
to IFRS 5, IFRS 7, IAS 19 and IAS 34

b. _New and revised IFRSs In issue but not vet effective and not early adopted
The Company has not yet applied the following new and revised IFRSs that
have been issued but are not yet effective:

Effective for annual periods

New and revised IFRSs beginning on_or after
Annual Improvements to IFRS Standards 2014 - The amendments to IFRS 1 and IAS
2016 Cycle amending IFRS 1, IFRS 12 and IAS 28 28 are effective for annual periods

beginning on or after January 1,
2018; the amendment to IFRS 12 for
annual periods beginning on or after
January 1, 2017
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Amendments to IAS 12 Income Taxes relating to
the recognition of deferred tax assets for
unrealized losses

Amendments to IAS 7 Statement of Cash Flows to
provide disclosures that enable users of financial
statements to evaluate changes in liabilities
arising from financing activities.

IFRIC 22 Foreign Currency Transactions and
Advance Consideration

The interpretation addresses foreign currency
transactions or parts of transactions where:

» there Is consideration denominated or priced
in a foreign currency;

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

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

Amendments to IFRS 2 Share Based Payment
regarding classification and measurement of
share based payment transactions

Amendments to IFRS 4 Insurance Contracts:
Relating to the different effective dates of IFRS 9
and the forthcoming new insurance contracts
standard,

Amendments to IAS 40 Investment Property:
Amends paragraph 57 to state that an entity shall
transfer a property to, or from, investment
property when, and only when, there is evidence
of a change In use, A change of use occurs if
property meets, or ceases to meet, the definition
of investment property. A change in
management’s intentions for the use of a
property by itself does not constitute evidence of
a change in use. The paragraph has been
amended to state that the list of examples
therein is non-exhaustive,

Amendments to IFRS 7 Financial Instruments:
Disclosures relating to disclosures about the initial
application of IFRS 9

IFRS 7 Financial Instruments: Disclosures relating
to the additional hedge accounting disclosures
(and consequential amendments) resuiting from
the introduction of the hedge accounting chapter
in IFRS 9
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IFRS 9 Financial Instruments (revised versions in 2009, 2010,
2013 and 2014)

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

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

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

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

+ Hedge accounting: Introduces a new hedge accounting
model that is designed to be more closely aligned with how
entities undertake risk management activities when hedging
financial and non-financial risk exposures.

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

Amendments to IFRS 15 Revenue from Contracts with Customers to
clarify three aspects of the standard (identifying performance
obligations, principal versus agent considerations, and licensing)
and to provide some transition relief for modified contracts and

completed contracts.

IFRS 15 Revenue from Contracts with Customers

In May 2015, IFRS 15 was issued which established a single
comprehensive model for entities to use in accounting for revenue
arising from contracts with customers. IFRS 15 will supersede the
current revenue recognition guidance including TAS 18 Revenue,
IAS 11 Construction Contracts and the related interpretations when

it becomes effective.
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The core principle of IFRS 15 is that an entity should recognize

revenue to depict the transfer of promised goods or services to

customers in an amount that reflects the consideration to which the

entity expects to be entitled in exchange for those goods or

services. Specifically, the standard introduces a 5-step approach to

revenue recognition:

» Step 1: Identify the contract(s) with a customer.

« Step 2: Identify the performance obligations in the contract.

+  Step 3: Determine the transaction price.

» Step 4: Allocate the transaction price to the performance
obligations in the contract.

« Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation.

IFRS 16 Leases January 1, 2019
IFRS 16 specifies how an IFRS reporter wiil recognise, measure,

present and disclose leases. The standard provides a single lessee

accounting model, requiring lessees to recognise assets and

liabilities for all leases unless the lease term is 12 months or less or

the underlying asset has a low value. Lessors continue to classify

leases as operating or finance, with IFRS 16's approach to lessor

accounting substantially unchanged from its predecessor, IAS 17.

Amendments to IFRS 10 Consolidated Financial Statements and Effective date
IAS 28 Investments in Associates and Joint Ventures (2011) deferred
relating to the treatment of the sale or contribution of assets from indefinitely

and investor to its associate or joint venture.

Management anticipates that these new standards, interpretations and
amendments will be adopted in the Company’s financial statements as and when
they are applicable; and adoption of these new standards, interpretations and
amendments, except for IFRS 9, IFRS 15 and IFRS 16, may have no material
impact on the financial statements of the Company in the period of initiai
application.

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

The application of IFRS 15 and IFRS 9 may have significant impact on amounts
reported and disclosures made in the Company’s financial statements in respect of
revenue from contracts with customers; and the Company's financial assets and
financial liabilities and the application of IFRS 16 may have significant impact on
amounts reported and disclosures made in the Company’s financial statements in
respect of its leases.

However, it is not practicable to submit a reasonable assessment of the
consequences of adopting these standards until the Company prepares a review in
this regard.

42. Distributed Profits and Proposed Dividends

- In its ordinary meeting held on April 21, 2016, the General Assembly decided
to approve the Board of Directors’ recommendation to distribute 15% of the
nominal value of the shares - i.e. equivalent to JD 1,200,000 as profits to
shareholders for the year 2015.

- The Board of Directors recommended the General Assembly, on February 16,

2017, the distribution of 10% of the nominal value of the shares - j.e.
equivalent to JD 800,000 as profits to the shareholders for the year 2016,
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