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Chairman’s Report for the three months ended 31 March 2019

On behalf of the Board of Directors, I am pleased to present the condensed interim
financial statements of Insurance House PSC (IH) as at 31 March 2019 and the
results of its operations for the three months ended 31 March 2019.

IH has registered a Total Comprehensive Income of AED 6.45 million for the three
months ended 31 March 2019, which is 29.5% higher than the Total
Comprehensive Income of AED 4.98 million registered in the corresponding period
of the previous year. This Is a very encouraging sign for the Company, as the
remarkable turnaround momentum in the core business operations of IH has been

successfully carried forward Into 2019 as well.

Despite systematic culling of unprofitable Insurance contracts, Gross Premiums
Written during the first three months of 2019 were higher at AED 80.65 million
compared to AED 78.35 milllon logged during the same period of the previous year.
Net Claims Incurred during Q1 2019 weighed in at AED 23.54 million compared to
AED 21.75 million during the same perlod in the previous year. However, the ratio
of Net Claims Incurred as a percentage of Net Premiums Earned, Improved further
to 56.3% in Q1 2019 compared to 59.9% Iin Q1 2018. This is a direct result of
targeted measures implemented by IH Management to lower cost of Claims
Incurred across all business lines. As a combined result of the above, Net
Underwriting Income for Q1 2019 was 13% higher at AED 13.77 million compared
to AED 12.18 million registered during the same period last year.

Net Investment Income from a well-diversified investment portfolio accounted for
AED 3.77 million in Q1 2019, compared to AED 1.68 million in the same period of

the previous year.
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General & Administrative Expenses were in line with our expenditure budget and
we continue to maintaln a close vigil to ensure that expenses are on a tight leash.
During Q1 2019 Total Capltal and Reserves received a planned 20.4% boost to AED
119.36 million compared to AED 99.10 million as of 31 December 2018, primarily
through the successful issuance of a Tier 1 Perpetual Bond of AED 15 million to
support the sustained growth strategy of the Company in the near future.

The liquidity position of the Company continued to be robust with Cash & Cash
Equivalents as of 31 March 2019 accounting for 18.10% of Total Assets.

We remain optimistic of our profitable growth potential in the near future. Our
strategy is to compete on the basis of innovative product offerings and superior
service quality. We are focused on improving our digital service delivery capabilities
across all business lines. Going forward, profits from core insurance activities will
be driven by improved digital service delivery capabilities, continuous fine-tuning
of risk underwriting techniques and enhanced claims management processes.

On belialf of the Bo of Directors,

Mohamied Abdulla Jumaa Alqubaisi
Chairman

Abu Dhabi

24 April 2019
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Review report of the condensed interim financial information F GO0 BP0

To the Shareholders of Insurance House. P.S.C. linkd.in/grant-thornton-uae
twitter.com/gtuae

Introduction

We have treviewed the accompanying condensed intetim statement of financial position of Insurance
House. P.S.C. (the “Company”) as at 31 March 2019 and the telated condensed interim income statement,
the condensed intetim statement of comprehensive income, the condensed interim statement of changes
in equity and the condensed intetrim statement of cash flows for the three months period then ended and
the related explanatory notes. Management is responsible for the preparation and fair presentation of these
condensed interim financial statements in accordance with International Accounting Standard 34 (“IAS
34”) “Intetim Financial Reporting”. Our tesponsibility is to express a conclusion on the condensed interim
financial information based on our review.

Scope of review

We conducted out teview in accotdance with the International Standard on Review Engagements 2410,
“Review of Interim Financial Information Petrformed by the Independent Auditor of the Entity”. A review
of interim financial information consists of making inquities, ptimarily of petsons responsible for financial
and accounting mattets, and applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Intetnational Standards on Auditing and consequently
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not exptess an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed intetim financial information does not present fairly, in all material respects, the financial
position of the Company as at 31 March 2019, and its financial performance and its cash flows for the three
months petiod then ended in accordance with IAS 34 “Interim Financial Reporting”.
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Farouk Mohamed

Registration No: 86

Abu Dhabi, United Arab Emirates
Date: 24 April 2019
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Insurance House P.S.C.
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Condensed Interim Statement of Financial Position

As at 31 Match 2019
(Un-audited) (Audited)
Notes 31 March 2019 31 December 2018
AED AED
ASSETS
Propetty and equipment 4 40,969,942 2,337,753
Investment properties 5 B 38,961,039
Investments cartied at fair value through other
comptehensive income (FVTOCI) 6 68,570,643 61,532,290
Investments cattied at fair value through
profit and loss (FVIPL) 6 16,163,771 19,205,049
Statutory deposit 7 6,000,000 6,000,000
Premium and insurance balances receivable 8 84,594,183 55,104,425
Reinsurance share of outstanding claims 14 57,691,403 42,434 042
Other receivables and prepayments 9 23,894,527 19,906,458
Cash and cash equivalents 10 65,865,591 58,986,672
TOTAL ASSETS 363,750,060 304,467,728
EQUITY AND LIABILITIES
Capital and reserves
Shate capital 11 118,780,500 118,780,500
Tier 1 capital 1 15,000,000 -
Accumulated losses (15,702,689) (19,026,036)
Investment revaluation resetve (2,305,679) (4,242,730)
Statutory reserve 11 3,586,470 3,586,470
Total capital and reserves 119,358,602 99,098,204
LIABILITIES
Employees’ end-of-service benefits 12 2,786,014 2,577,585
Insurance liability
Insurance and other payables 13 63,799,490 50,502,835
Technical provisions
Unearned premiums reserve 14 114,928,528 88,938,184
Claims under settlement resetve 14 35,311,524 35,753,709
Incurred but not reported claims reserve 14 26,071,869 25,992,703
Unexpired risk reserve 14 - -
Unallocated loss adjustment expenses reserve 14 1,494,033 1,604,508
Total technical provisions 177,805,954 152,289,104
Total LIABILITIES 244,391,458 205,369,524
TOTAL EQUITY AND LIABILITIES 363,750,060 304,467,728

their behalf by:

Thesdcondensed interim financial statements were approved by the@d of Director;

an tf.nmed Alqubaisi
Chi (etutive Qfficer Chaltman

-/

The notes from 1 to 26 form an integral part of these condensed interim financial statements
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Insurance House P.S.C.
Condensed Interim Financial Statements

Condensed Interim Income Statement
For the period ended 31 March 2019

(Un-audited)
Three months

(Un-audited)
Three months

Notes petiod ended period ended
31 March 2019 31 March 2018
AED AED
Gross premiums 20 80,649,481 78,352,158
Reinsurance share of premiums (23,450,205) (24,535,869)
Reinsurance shate of ceded business premiums (3,431,440) (964,284)
Net premiums 53,767,836 52,852,005
Net transfer to unearned premium reserve (11,925,793) (16,557,234)
Net premiums earned 41,842,043 36,294,771
Commission earned 3,374,824 1,866,770
Cominission paid (4,002,209) (3,613,559)
Gross underwriting income 41,214,658 34,547,982
Gross claims paid (36,991,962) (32,385,418)
Reinsurance share of insurance claims and loss
adjustment 11,786,822 6,494,853
Net claims paid (25,205,140) (25,890,565)
Dectease / (Inctease) in provision for outstanding
claims 442,185 (15,806,316)
Increase / (Dectease) in reinsurance shate of
outstanding claims (855,506) 14,033,939
Dectease in incurred but not reported claims reserve —
net 1,969,150 6,254,772
Dectease / (Increase) in unallocated loss adjustment
expenses resetve — net 110,475 (339,447)
Net claims incurred (23,538,836) (21,747,617)
Other underwriting income 232,215 284,454
Other underwtiting and claim handling expenses 4,139,971) (907,700)
Net underwriting income 13,768,066 12,177,119
Income from investments - net 15 1,776,204 1,462,375
Income from investment properties - net 59,743 557,055
Gross income 15,604,013 14,196,549
General and administrative expenses 16 (10,253,861) (9,605,740)
Net profit for the period 5,350,152 4,590,809
Earnings per share:
Basic and diluted earnings per share 17 0.05 0.04

The notes from 1 to 26 form an integral part of these condensed interim financial statements.




Insurance House P.S.C.

Condensed Interim Financial Statements

Condensed Intetim Statement of Comprehensive Income

For the period ended 31 March 2019

Net profit for the petiod

Othet comptehensive income

Item that will not be subsequently reclassified to profit or
loss

Net unrealized gain (loss) from investments
through other comprehensive income

Ditector's temuneration

‘Total other compzrehensive income for the period

Total comprehensive income for the period

The notes from 1 to 26 form an integral part of these condensed interim financial statements.

(Un-audited) (Un-audited)

Notes Thtee months Thtee months
petiod ended petiod ended

31 March 2019 31 March 2018

AED AED

5,350,152 4,590,809

1,937,051 (340,934)

(839,000) (730,000)

1,098,051 (1,070,934)

6,448,203 3,519,875
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Insurance House P.S.C.
Condensed Interim Financial Statements

Condensed Interim Statement of Cash Flows
For the period ended 31 March 2019

OPERATING ACTIVITIES

Net profit for the period

Adjustments for non-cash items:

Change in technical provisions

Depreciation of property and equipment

Provision for employees’ end-of-service benefits

Change in fair value for investment cartied at FVTPL

Gain on sale of investments cartied at FVTPL

Interest and dividend income

Provision for doubtful debts

Operating profit before changes in working
capital

Change in working capital

Premium and insurance balances receivables

Reinsutance shates of outstanding claims

Other receivables and prepayments

Insurance and othet payables

Cash flows used in operating activities

Employee’s end of service paid

Payment for Ditectors’ remuneration

Net cash flows (used in) generated from
operating activities

INVESTING ACTIVITIES

Proceed from sale of investments carried at FVTPL
Interest and dividend received

Payments for purchase of property and equipment
Purchase of investments carried at FVTOCI
Payments for putchase of investment properties
Putchase of investments carried at FVTPL

Net cash used in investing activities

FINANCING ACTIVITIES

Receipt of Tier 1 Capital

Dividend paid

Net cash generated from financing activities
Net change in cash and cash equivalents

Cash and cash equivalents, beginning of petiod

Cash and cash equivalents, end of period

The notes from 1 to 26 form an integral part of these condensed interim financial statements.

(Un-audited) (Un-audited)

Three months Three months

Notes period ended petiod ended
31 March 2019 31 March 2018

AED AED

5,350,152 4,590,809

25,516,850 26,448,225°

4 359,808 261,247
12 208,429 72,393
15 110,429 1,087,711
15 (164,427) (11,690)
15 (1,722,206) (2,538,396)
8 - 783,532
29,659,035 30,693,831

(29,489,758) (6,303,990)
(15,257,361) (14,033,939)

(3,988,069) (4,487,657)

13,296,655 5,391,629

(5,779,498) 11,259,874

12 - (5,897)
(839,000) (730,000)

(6,618,498) 10,523,977

3,095,276 2,125,816

1,722,206 2,538,396

4 (30,958) (300,485)
6 (5,101,302) (14,778,038)
5 - (40,000,000)
6 . (4,454,835)
(314,778) (54,869,146)

11 15,000,000 <
11 (1,187,805) =
13,812,195 -

6,878,919 (44,345,169)

58,986,672 109,079,032

10 65,865,591 64,733,863




Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements
For the petiod ended 31 March 2019

1 Legal status and activities

Insurance House P.S.C (the “Company”) is a Public Joint - Stock company registered and incorporated in
the Emirate of Abu Dhabi, United Arab Emirates and is engaged in providing all classes of Non-Life
insurance solutions in accordance with UAE Federal Law No.6 of 2007. The Company was established on
8 December 2010 and commenced its operations on 10 April 2011, The Company petforms its activities
through its head office in Abu Dhabi and branches located in Al Samha, Dubai, Shatjah, Al Mussafah,
Mahawi and Motor World.

The Company's ordinary shares are listed on the Abu Dhabi Securities Exchange.
The registered office of the Company is P.O. Box 129921 Abu Dhabi, United Arab Emirates.

The range of products and services offered by the company include but not limited to accidents and civil
responsibility insurance, land, marine and air transportation, dangets insurance, health insurance, onshotre
and offshore oil and gas fields and facilities services.

2 General Information

21 Statement of compliance

The condensed financial statements have been prepared in accordance with International Accounting
Standard (IAS) 34, “Interim Financial Reporting” as issued by the International Accounting Standard Board
(IASB), and also comply with the applicable requirements of the laws in the UAE.

On 28 December 2014, the United Arab Emirates (UAE) Insurance Authority issued Financial Regulations
for Insurance Companies which came into force on 29 January 2015. The Company is in compliance with
the Financial Regulations for Insurance Companies as at 31 March 2019.

2.2 Basis of preparation

These condensed interim financial statements are for the three months period ended 31 March 2019 and
are presented in Arab Emirate Ditham (AED), which is the functional and presentational currency of the
Company.

The condensed interim financial statements have been prepared on the historical cost basis, except for the
measurement at fair value of certain financial instruments.

As required by the Securities and Commodities Authotity (“SCA”) notification dated 12 October 2008,
accounting policies relating to investment securities have been disclosed in the condensed intetim financial

statements.

These condensed interim financial statements have been prepared in accordance with TAS 34 ‘Interim
Financial Reporting’ and do not include all of the information required in annual financial statements in
accordance with IFRSs and should be read in conjunction with the financial statements for the year ended
31 December 2018. In addition, the results for the three months period ended 31 March 2019 are not
necessarily an indication of the results that may be expected for the financial year ending 31 December
2019.

These condensed interim financial statements have been prepated on a consistent basis with the accounting

policies and estimates adopted in the Company’s most recent annual financial statements for the year ended
31 December 2018, except for the adoption of new standards and interpretations effective 1 January 2019.




Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements (continued)
For the period ended 31 March 2019

2 General information (continued)

23 Standards, interpretations and amendments to existing standards

Standards, interpretations and amendments to existing standards that are effective in
2019

The Company has adopted the following standards statting 1 January 2019 and accordingly, changed its
accounting policies. Except as otherwise indicated, the adoption of these amendments to standards did not

have any significant impact on the Company’s financial statements.

Standard number Title Effective date

IFRS 16 Leases — New January 1, 2019

IFRS 16 Leases
IFRS 16 is effective from petiods beginning on or after 1 January 2019,

IFRS 16 specifies how an IFRS tepotter recognises, measures, presents and discloses leases. The Standard
provides a single lessee accounting model, requiting lessees to recognise assets and liabilities for all leases
unless the lease term is 12 months or less ot the undetlying asset has a low value. Lessors continue to
classify leases as operating ot finance, with IFRS 16’s approach to lessor accounting substantially unchanged
from its predecessor, IAS 17.

Transition

The Company has initially applied IFRS 16 at 1 January 2019. It has applied IFRS 16 using the cumulative
effect method, undet which the comparative information is not restated.

The Company has assessed that the adoption of IFRS 16 had no matetial impact on the financial statements
since 1 January 2019.

Other pronouncements

Othet accounting pronouncements which have become effective from 1 January 2019 and have therefore
been adopted do not have a significant impact on the Company’s financial results or position.

e IFRIC 23 Uncertainty over Income Tax Treatments

e IFRS 9 Prepayment Features with Negative Compensation (Amendments to IFRS 9)

o IAS 28 Long-term Interests in Associates and Joint Ventures (Amendments to IAS 28)
e Annual Improvements to IFRS 2015-2017 Cycle

e Plan Amendment, Curtailment or Settlement (Amendments to IAS 19)

These amendments do not have a significant impact on these condensed interim financial statements and
therefore the disclosures have not been made.

10



Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements (continued)
For the period ended 31 March 2019

2 General information (continued)
2.3 Standards, interpretations and amendments to existing standards (continued)
Standard not yet effective and has not been adopted early by the Company

Standard number Title Effective date

IFRS 17 Insurance Contracts January 1, 2021

Management anticipates that the above relevant standard will be adopted in the Company’s accounting
policies for the first year beginning after the effective date of the standard. Information on the relevant
new standard that is not yet effective has been provided below. The Company’s management is curtently
assessing the impact of IFRS 17 on its financial statements.

The nature and effects of the key changes in the Company’s accounting policies resulting from its adoption
of IFRS 17 are summartised below.

Background

In May 2017, the IASB issued IFRS 17, a comprehensive new accounting standard for insurance contracts
coveting recognition and measurement, presentation and disclosure. Once effective, IFRS 17 will replace
IFRS 4, Insurance Contracts. In September 2017, the Board established a Transition Resource Group (TRG)
for IFRS 17 that will be tasked with analysing implementation-related questions on IFRS 17. The TRG met
in February, May and Septembet 2018.

Scope

IFRS 17 applies to all types of insurance contracts (i.e., life, non-life, direct insurance and re-insurance),
regardless of the type of entities that issue them, as well as to certain guarantees and financial instruments
with discretionary participation featutes. A few scope exceptions will apply.

Recognition, measurement and presentation of insurance contracts

The overall objective of IFRS 17 is to provide an accounting model fot insurance contracts that is mote
useful and consistent for insurers.

In contrast to the requirements in IFRS 4, which are largely based on grandfathering previous local
accounting policies, IFRS 17 provides a comprehensive model for insurance contracts, covering all relevant
accounting aspects. The core of IFRS 17 is the general model, supplemented by:
¢ A specific adaptation for contracts with direct patticipation features (the variable fee approach)
A simplified approach (the premium allocation approach) mainly for short-duration contracts

The main features of the new accounting model for insurance contracts are as follows:

» The measurement of the present value of future cash flows, incorporating an explicit risk
adjustment, remeasured every reporting petiod (the fulfilment cash flows)

+ A Contractual Service Margin (CSM) that is equal and opposite to any day one gain in the fulfilment
cash flows of a group of contracts, representing the unearned profit of the insurance contracts to
be recognised in profit or loss over the setvice petiod (i.e., coverage period)

*  Certain changes in the expected present value of futute cash flows are adjusted against the CSM
and thereby recognised in profit ot loss over the remaining contractual service period

11



Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed intetim financial statements (continued)
For the period ended 31 March 2019

2 General information (continued)
23 Standards, interpretations and amendments to existing standards (continued)
Standard not yet effective and has not been adopted early by the Company (continued)

Recognition, measurement and presentation of insurance contracts (continued)

*  The effect of changes in discount rates will be reported in either profit or loss or other
comprehensive income, determined by an accounting policy choice

+ The presentation of insurance revenue and insurance service expenses in the statement of
comprehensive income based on the concept of services provided duting the period

«  Amounts that the policyholder will always teceive, regardless of whether an insured event happens
(nondistinct investment components) are not presented in the income statement, but are
recognised directly on the balance sheet

+ Insurance services results (earned revenue less incurred claims) are presented separately from the
insurance finance income or expense

+  Extensive disclosures to provide information on the recognised amounts from insurance contracts
and the nature and extent of tisks arising from these contracts

Transition

IFRS 17 is effective for reporting periods starting on or after 1 January 2021, with comparative figures
required. Early application is permitted, provided the entity also applies IFRS 9 Financial Instruments and
IFRS 15 on ot before the date it first applies IFRS 17.

The Board decided on a retrospective approach for estimating the CSM on the transition date. However,
if full retrospective application, as defined by IAS 8 for a group of insurance conttacts, is impracticable, an
entity is required to choose one of the following two alternatives:

+  Modified retrospective approach - based on reasonable and supportable information available
without undue cost and effort to the entity, certain modifications are applied to the extent full
retrospective application is not possible, but still with the objective to achieve the closest possible
outcome to retrospective application

*  Fair value approach - the CSM is determined as the positive difference between the fair value
determined in accordance with IFRS 13 Fair Value Measurement and the fulfilment cash flows (any
negative difference would be recognised in retained earnings at the transition date)

Both the modified retrospective approach and the fair value approach provide transitional reliefs for
determining the grouping of contracts. If an entity cannot obtain reasonable and supportable information
necessary to apply the modified retrospective approach, it is requited to apply the fair value approach.

Tentative decisions of IASB

In November 2018, the IASB tentatively decided to amend the effective date of IFRS 17 to reporting
petiods beginning on ot after 1 January 2022. The Board also tentatively decided to allow insurers qualifying
for the deferral of IFRS 9 an additional year of defetral, meaning they could apply both standards for the
first time in reporting periods beginning on or after 1 January 2022. Furthermore, the Board has also
tentatively decided to make certain limited amendments to the standard in response to concerns and
implementation challenges raised by stakeholders.

12



Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements (continued)
Fort the period ended 31 March 2019

3 Summary of significant accounting policies
3.1 Accounting convention

These financial statements have been prepared using the measurement basis specified by IFRS for each
type of asset, liability, income and expense. The measurement bases are described in more detail in the

accounting policies.
3.2 Property and equipment

Property and equipment are recorded at cost less accumulated depreciation and any impairment losses.
Depreciation is charged on a straight-line basis over the estimated useful lives of the property and equipment.

The rates of depreciation used are based on the following estimated useful lives of the assets:

Years

Office equipment and decoration 34
Computers and software 4
Motor vehicles 4
30

Building
Material residual value estimates and estimates of useful life are updated as required, but at least annually.

Gains or losses arising on the disposal of propetty and equipment are determined as the difference between
the disposal proceeds and the net carrying amount of the assets and are recognised in profit or loss.

3.3 Revenue recognition
Revenue from contracts with customets

The Company recognizes revenue from contracts with customers based on a five-step model as set out in
IFRS 15:

Step 1:  Identify contract(s) with a customer: A customer is defined as an agreement between two ot more
parties that creates enforceable rights and obligations and sets out the criteria for every contract
that must be met.

Step 2:  Identify petformance obligations in the customer: A performance obligation is a promise in a
contract with a customer to transfer good or service to the customer.

Step 3: Determine the transaction price: The transaction ptice is the amount of consideration to which the
Company expects to be entitled in exchange for transferting promised goods or services to a
customet, excluding amounts collected on behalf of third parties.

Step 4:  Allocate the transaction price to the performance obligations in the contract: For a contract that
has more than one performance obligation, the Company allocates the transaction price to each
petformance obligation in an amount that depicts the amount of consideration to which the
Company expects to be entitled in exchange for satisfying each performance obligation.

Step 5. Recognize revenue when (or as) the Company satisfies a performance obligation.
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3 Summary of significant accounting policies (continued)

3.3 Revenue recognition (continued)
Revenue from contracts with customers (continued)

The Company satisfies a performance obligation and recognizes revenue over time, if one of the following
criteria is met:

a) The Company’s petformance does not create an asset with an alternate use to the Company and
the Company has an enforceable right to payment for petrformance completed to date
b) The Company’s performance creates or enhances an asset that the customer controls as the asset

is created ot enhanced.
¢) The customer simultaneously receives or consumes the benefits provided by the Company’s

performance as the Company’s performs.

For performance obligations where one of the above conditions are not met, revenue is recognized at the
point in time at which the performance obligation is satisfied.

When the Company satisfies a performance obligation by delivering the promised goods or setvice, it
creates a contract asset based on the amount of consideration earned by the performance. Where the
amount of consideration received from a customer exceeds the amount of tevenue recognized, this gives
rise to a contract liability.

Revenue is measuted at the fair value of the consideration received ot receivable, taking into account
contractually defined terms of payment and excluding taxes and duty. The Company assesses its revenue
arrangements against specific ctitetia to determine if it is acting as principal or agent.

Revenue is recognized to the extent it is probable that the economic benefits will flow to the Company and
the revenue and costs, if applicable, can be measured reliably.

Sales and purchase orders

Revenue is recognised when service is rendered to the customer upon execution of sale and purchase orders
according to the brokerage commission rates prevailing in the local securities market.

Interest income

Intetest income from a financial asset is recognised when it is probable that the economic benefits will flow
to the Company and the amount of income can be measured reliably. Interest income is accrued on a time
basis, by reference to the principal outstanding and at the effective interest rate applicable, which is the tate
that exactly discounts estimated future cash receipts through the expected life of the financial asset to that
asset’s net catrying amount on initial recognition.
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3.4 Claims

Claims incurred comprise actual claims and other related costs paid and incurred in the year, and movement
in outstanding claims. Claim handling costs ate recognised at the time of registeting the claims.

On account of uncertainties involved in non-motor claim recoveties, salvage and subrogation rights are
recognised only at the time of actual recovery. For motor claim recoveries, salvage is accounted for at the
time of registering the claims.

Provision for outstanding claims represents the estimated settlement values of all claims notified, but not
settled at the statement of financial position date on the basis of individual case estimates.

The teinsurets’ portion towards the above outstanding claims is classified as reinsurance contract assets and
shown as cuttent assets in the statement of financial position.

3.5 Provision for IBNR

Provision for Incurted but Not Reported (“IBNR”) claims is made at the statement of financial position date
based on an actuarial estimate obtained from an independent actuary in accordance with the Financial
Regulations for Insurance Companies issued by the Insurance Authority U.AE.

3.6 Provision for ULAE

Provision for Unallocated Loss Adjustment Expenses (ULAE) which cannot be allocated to specific claims,
is made at the statement of financial position date based on actuarial estitates obtained from an independent
actuaty in accordance with the Financial Regulations for Insurance Companies issued by the Insurance

Authority, UAE
3.7 Liability adequacy test

All recognised insurance liabilities including provision for outstanding claims are subject to liability adequacy
test at each repotting date. This involves comparison of current estimates of all contractual cash flows attached
to these liabilides with their cartying amounts. Estimates of contractual cash flows include expected claim
handling costs and recoveties from third parties. Any deficiency in carrying amounts is charged to the income
statement by establishing a provision fot losses arising from the liability adequacy test.

3.8 Unearned Premium Reserve

Uneatned Premium Resetve (UPR) reptesents that portion of premiums earned, gross of reinsurance, which
relates to the period of insurance subsequent to the statement of financial position date and is mainly
computed using a linear method based on the outstanding period from the date of statement of financial
position up to the date of the maturity of the policy based on actuarial estitnates obtained from an independent
actuary in accordance with the Financial Regulations for Insurance Companies issued by the Insurance
Authority, U.AE.

3.9 Reinsurance premium

Ceded teinsurance premiums ate accounted for in the same accounting petiods in which the premiums for the
related direct insurance are recorded and the unearned portion is calculated using a linear basis in accordance
with reinsurance artangements in place.
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3 Summary of significant accounting policies (continued)

3.10 Reinsurance assets

Amounts recoverable under reinsurance contracts are assessed for impairment at each statement of financial
position date. Such assets are deemed impaired if there is objective evidence, as a result of an event that
occutred after its initial recognition, that the Company may not recover all amounts due and that the event
has a reliably measurable impact on the amounts that the Company will receive from the reinsurer.

3.11 Financial instruments
a) Recognition, initial measurement and derecognition

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value plus transactions costs. Regulat
way purchases and sales of financial assets are recognised on the date on which the Company commits to
purchase or sell the asset i.e. the trade date.

b) Classification and subsequent measurement of financial assets

For the purposes of subsequent measurement, the Company classifies its financial assets into the following
categories:

i) Financial assets at amortised cost
Financial assets at amortised cost are those financial assets for which:

- the Company’s business model is to hold them in order to collect contractual cash flows; and
- the contractual terms give rise on specific dates to cash flows thatare solely payments of principal and interest
on the principal amount outstanding.

After initial recognition these are measured at amottised cost using the effective interest method, less provision
for impairment. Discounting is omitted where the effect of discounting is immaterial.

These are included in current assets, except for maturities greatetr than 12 months after the end of the reporting
petiod which are classified as non-current assets.

Financial assets at amortised cost comprise statutory deposits, investments, cash and cash equivalents, due
from related parties and most other receivables.

ii) Financial assets at fair value through other comprehensive income (‘FVTOCI’)

Investments in equity securities are classified as FVTOCI. At initial recognition, the Company can make an
irrevocable election (on an instrument-by-instrument basis) to designate investments in equity investments at
FVTOCI. Designation at FVTOCI is not permitted if the equity investment is held for trading.

Fair value measurement

For investments traded in organised financial markets, fair value is determined by reference to stock exchange
quoted prices at the close of business on the statement of financial position date. Investments in unquoted
securities are measured at fair value, considering observable matket inputs and unobservable financial data of

investees.
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3.11 Financial instruments (continued)
Gains or losses on subsequent measurement

Gain or loss arising from change in fair value of investments at FVTOCI is recognised in other comprehensive
income and reported within the fair value reserve for investments at FVTOCI within equity. When the asset
is disposed of, the cumulative gain ot loss recognised in other comprehensive income is not reclassified from
the equity reserve to income statement, but is reclassified to retained earnings.

iii) Financial assets at fair value through profit or loss (‘FVTPL’)

Investments in equity instruments are classified as at FVTPL, unless the Company designates an investment
that is not held for trading as at fair value through other comprehensive income (FVTOCI) on initial

recognition.
Debt instruments that do not meet the amottised cost ctiteria are measured at FVIPL. In addition, debt

instruments that meet the amortised cost ctiteria but are designated as at FVTPL are measured at FVTPL. A
debt instrument may be designated as at FVTPL upon initial recognition if such designation eliminates or
significantly reduces a measurement ot recognition inconsistency that would arise from measuring assets ot
liabilities or recognising the gains and losses on them on different bases.

Debt instruments are teclassified from amortised cost to FVIPL when the business model is changed such
that the amortised cost criteria are no longer met. Reclassification of debt instruments that are designated as
at FVTPL on initial recognition is not allowed.

Financial assets at FVTPL are measured at fair value at the end of each repotting petiod, with any gains or
losses arising on remeasurement recognised in the income statement. Fair value is determined in the manner
described in note 6.

) Classification and subsequent measurement of financial liabilities
Financial liabilities comptise amounts due to telated parties and most other payables.

Financial liabilities are measured subsequently at amortised cost using the effective interest method.

d) Impairment

The Company recognises loss allowances for expected credit losses (ECL) on the following financial
instruments that are not measured at FEVIPL:

e financial assets that are debt instruments;

e financial guarantee contracts issued; and

e loan commitments issued.

e No impairment loss is recognised on equity investments.

The Company measures loss allowances at an amount equal to lifetime ECL, except for those financial
instruments on which credit risk has not increased significantly since their initial recognition, in which case
12-month ECL are measured.

12-month ECL are the portion of ECL that result from default events on a financial instrument that are
possible within the 12 months after reporting date.

17



Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements (continued)
For the period ended 31 March 2019
3 Summary of significant accounting policies (continued)

3.11 Financial instruments (continued)
Measurement of ECL

ECL are probability-weighted estimate of credit losses. They are measured as follows:

e financial assets that are not credit-impaired at the reporting date: as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract
and the cash flows that the Company expects to receive).

e financial assets that are credit-impaired at the reporting date: as the difference between the gross
cartying amount and the present value of estimated future cash flows;

e undrawn loan commitments: as the present value of the difference between the contractual cash flows
that are due to the Company if the commitment is drawn down and the cash flows that the Company
expects to receive; and

e financial guarantee contracts: the expected payments to reimburse the holder less any amounts that
the Company expects to recover.

The Company has assessed that the impact of IFRS 9 is not material on the condensed intetim financial
statements of the Company as at the teporting date.

€) Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the statement of financial position
only when there is a legally enforceable right to offset the recognised amounts and thete is an intention to
settle on a net basis, ot to realise the asset and settle the liability simultancously.

f) 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.

g) Derecognition
The requitements for derecognition of financial assets and liabilities are carried forward from IAS 39.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and all substantial risks and rewards are transferred. A financial liability
is detecognised when it is extinguished.

3.12 Receivables and payables related to insurance contracts

Receivables and payables are recognised when due. These include amounts due to and from insurance
brokers, re-insurers and insurance contract holdets.

If there is objective evidence that the insurance receivables are impaired, the Company reduces the carrying
amount of the insurance receivables accordingly and realises the impairment loss in the income statement.

3.13 Investment properties

Investment property is a property held to earn rentals and/or for capital appreciation including properties
under construction for such purposes. Investment property is measured initially at cost, including
transaction costs. Cost includes the cost of replacing part of an existing investment property at the time
that cost is incurred if the recognition criteria are met; and excludes the cost of day to day servicing of an
investment property. Subsequent to initial recognition, investment property is stated at fair value, which
reflects market conditions at the repotting date. Gains or losses arising from changes in the fair values of
investment property is included in the income statement in the period in which they arise.

18



Insurance House P.S.C.
Condensed Intetim Financial Statements

Notes to the condensed interim financial statements (continued)
For the petiod ended 31 March 2019

3 Summary of significant accounting policies (continued)

3.13 Investment properties (continued)

Investment property is derecognised when either they have been disposed of or when the investment
propetty is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recognised in the income
statement in the period of retirement or disposal.

Transfer is made to or from investment property only when there is a change in use evidenced by the end
of owner-occupation or commencement of an operating lease to another party. For a transfer from
investment property to owner occupied property, the deemed cost for subsequent accounting is the fair
value at the date of change in use. If owner occupied property becomes an investment property, the
Company accounts for such property in accordance with the policy stated under property and equipment
up to the date of the change in use.

Fait value is determined by open market values based on valuations petformed by independent surveyors
and consultants.

3.14 Employee benefits
Short-term employee benefits

The cost of shott-term employee benefits (those payable within 12 months after the setvice is rendered
such as paid vacation leave and bonuses) is recognised in the period in which the service is rendered.

Provision for employees’ end of service benefits

A provision for employees' end of setvice benefits is made for the full amount due to employees for their
petiods of service up to the reporting date in accordance with the U.A.E. Labour Law and is reported as
separate line item under non-cutrent liabilities.

The entitlement to end of setvice benefits is based upon the employees’ salaty and length of service, subject
to the completion of a minimum setvice petiod as specified in the U.A.E. Labour Law. The expected costs
of these benefits are accrued over the petiod of employment.

3.15 Foreign currency transactions

Transactions in foreign curtencies are translated to AED at the foreign exchange rate ruling at the date of
the transactions. Monetary assets and liabilities denominated in foreign currencies at the statement of
financial position date are translated to AED at the foreign exchange rate ruling at that date. Foteign
exchange differences arising on translation are recognised in the income statement.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using
the exchange rates at the transaction date), except for non-monetary items measured at fair value which are
translated using the exchange rates at the date when fair value was determined.

Non-monetary items are not retranslated at year-end and are measured at historical cost (translated using
the exchange rates at the transaction date), except for non-monetary items measured at fair value which are
translated using the exchange rates at the date when fair value was determined.

3.16 Provisions, contingent liabilities and contingent assets

Provisions ate recognised when present obligations as a tesult of a past event will probably lead to an
outflow of economic resources from the Company and amounts can be estimated reliably. Timing or
amount of the outflow may still be uncertain. A present obligation arises from the presence of a legal or
constructive commitment that has resulted from past events.
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3.16 Provisions, contingent liabilities and contingent assets (continued)

Provisions are measured at the estimated expenditure required to settle the present obligation, based on the
most reliable evidence available at the reporting date, including the risks and uncertainties associated with
the present obligation. Where there are a number of similar obligations, the likelihood that an outflow will
be tequired in settlement is determined by consideting the class of obligations as a whole. Provisions are
discounted to their present values, whete the time value of money is material.

Any reimbursement that the Company can be virtually cettain to collect from a third party with respect to
the obligation is recognised as a separate asset. However, this asset may not exceed the amount of the
related provision.

All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.

In those cases where the possible outflow of economic resoutces as a result of present obligations is
considered improbable or remote, no liability is recognised, unless it was assumed in the course of a business
combination.

Possible inflows of economic benefits to the Company that do not yet meet the recognition criteria of an
asset are considered contingent assets.

3.17 Equity, reserves and dividend payments

Share capital represents the nominal value of shares that have been issued.

Other details for reserves are mentioned in note 11 to the financial statements.
Accumulated losses include all current and prior petiod retained profits or losses.

Dividend payable to equity shateholders is included in other liabilities only when the dividend has been
approved in a general assembly meeting ptior to the reporting date.

3.18 Leases

The Company as a Lessee

For any new contracts entered into on or after 1 January 2019, the Company considers whether a contract
is, or contains a lease. A lease is defined as ‘a contract, ot patt of a contract, that conveys the right to use
an asset (the undetlying asset) for a petiod of time in exchange for consideration’.

To apply this definition the Company assesses whether the contract meets three key evaluations which are
whether:

e the contract contains an identified asset, which is either explicitly identified in the contract or
implicitly specified by being identified at the time the asset is made available to the Company;

* the Company has the right to obtain substantially all of the economic benefits from use of the
identified asset throughout the period of use, consideting its rights within the defined scope of the
contract; and

*  the Company has the right to direct the use of the identified asset throughout the period of use.
The Company assess whether it has the right to direct ‘how and for what purpose’ the asset is used
throughout the period of use.

Measurement and recognition of leases as a lessee

At lease commencement date, the Company recognises a tight-of-use asset and a lease liability on the
balance sheet. The right-of-use asset is measured at cost, which is made up of the initial measurement of
the lease liability, any initial direct costs incurred by the Company, an estimate of any costs to dismantle
and remove the asset at the end of the lease, and any lease payments made in advance of the lease
commencement date (net of any incentives received).
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3.18 Leases (continued)
Measurement and recognition of leases as a lessee (continued)

The Company depreciates the right-of-use assets on a straight-line basis from the lease commencement
date to the eatlier of the end of the useful life of the right-of-use asset or the end of the lease term. The
Company also assesses the right-of-use asset for impairment when such indicators exist.

At the commencement date, the Company measures the lease liability at the present value of the lease
payments unpaid at that date, discounted using the interest rate implicit in the lease if that rate is readily
available or the Company’s incremental borrowing rate.

Lease payments included in the measurement of the lease liability are made up of fixed payments (including
in substance fixed), variable payments based on an index ot rate, amounts expected to be payable under a
residual value guarantee and payments atising from options reasonably certain to be exercised.

Subsequent to initial measurement, the liability will be reduced for payments made and increased for
interest. It is remeasured to reflect any reassessment or modification, ot if there are changes in in-substance

fixed payments.

When the lease liability is remeasured, the corresponding adjustment is reflected in the right-of-use asset,
ot profit and loss if the right-of-use asset is already reduced to zero.

The Company has elected to account for short-term leases and leases of low-value assets using the practical
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these
ate recognised as an expense in profit ot loss on a straight-line basis over the lease term.

On the statement of financial position, right-of-use assets have been included in property, and equipment
(except those meeting the definition of investment ptoperty) and lease liabilities have been included in trade
and other payables.

3.19 Cash and cash equivalents

Cash and cash equivalents comprise cash balances, call deposits, cutrent accounts and fixed deposits which
have original maturities of less than 3 months and are free from lien.

3.20 Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each statement of financial
position date or whenever thete is any indication of impairment. If any such indication exists, the asset’s
recoverable amount is estimated. An impairment loss is recognised whenever the carrying amount of an
asset or its cash-generating unit exceeds its recoverable amount. The impairment losses are recognised in
the income statement. An impairment charge is reversed if the cash-generating unit's recoverable amount
exceeds its carrying amount.
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3.21 Critical accounting estimates and judgements in applying accounting policies

Information about estimates and assumptions that have the most significant effect on recognition and
measurement of assets, labilities, income and expenses is provided below. Actual results may be
substantially different.

Outstanding claims, IBNR, ULAE and UPR

The estimation of the ultimate liability (outstanding claims, IBNR and ULAE) arising from claims and UPR
made under insurance contracts is the Company’s most critical accounting estimate. These estimates are
continually reviewed and updated, and adjustments resulting from this review ate reflected in the income
statement. The process relies upon the basic assumption that past experience, adjusted for the effect of
cutrent developments and likely trends (including actuarial calculations), is an approprate basis for
predicting future events.

Fair value of unquoted securities

Fair value of unquoted securities has been determined by the management based on Earnings Multiple and
Net Assets Value Techniques using observable market data of comparable public entities, certain discount
factors and unobservable financial data of respective non-public investees. Actual results may substantially
be different. Further information on using the estimates is mentioned in note 6.

Provision for doubtful debts

Management reviews the provision for doubtful debts at each reporting date by assessing the recoverability
of insurance and teinsurance receivables.

Inputs, assumptions and techniques used for ECL calculation — IFRS9 Methodology

Key concepts in IFRS 9 that have the most significant impact and require a high level of judgment, as
considered by the Company while determining the impact assessment, are:

The assessment of a significant increase in credit risk is done on a relative basis. To assess whether the
credit risk on a financial asset has increased significantly since origination, the Company compares the risk
of default occurring over the expected life of the financial asset at the reporting date to the corresponding
risk of default at origination, using key risk indicators that are used in the Company’s existing risk
fnanagement processes.

The measurement of expected credit losses for each stage and the assessment of significant increases in
credit risk must consider information about past events and cutrent conditions as well as reasonable and
supportable forecasts of future events and economic conditions. The estimation and application of forward-
looking information will require significant judgment.

The definition of default used in the measurement of expected credit losses and the assessment to determine
movement between stages will be consistent with the definition of default used for internal credit risk
management purposes. IFRS 9 does not define default, but contains a rebuttable presumption that default
has occurred when an exposute is greater than 90 days past due.

When measuring ECL, the Company must consider the maximum contractual period over which the
Company is exposed to credit risk. All contractual terms should be considered when determining the
expected life, including prepayment options and extension and rollover options. For certain revolving credit
facilities that do not have a fixed maturity, the expected life is estimated based on the period over which
the Company is exposed to ctedit risk and where the credit losses would not be mitigated by

management actions.
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3.22 Segment reporting

Under IFRS 8 “Operating Segments”, reported segments’ profits are based on internal management
reporting information that is regularly reviewed by the chief operating decision maker. The measurement
policies used by the Company for segment reporting under IFRS 8 are the same as those used in its financial

statements.

3.23 Value Added Tax

In accordance with the Federal Decree-Law No. (8) of 2017 Value Added Tax (VAT) has been introduced
from 1 January 2018 at a rate of 5% of taxable supplies. With this regard the Company collects VAT on
certain premiums and pays VAT on certain expenses incurred. The difference between input and output
tax net is payable to the Federal Tax Authority and is shown in Insurance and other payables note 12 as

VAT Output tax payable (net).
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4 Property and equipment
Office
equipment Computers
and and Motor
decoration software vehicles Building Land Total
AED AED AED AED AED AED
Cost
At 1 January 2018 (Audited) 4,802,229 2,631,816 295,000 - - 7,729,045
Additions during the year 951,142 274,837 7,143 - - 1,233,122
At 31 December 2018
(Audited) 5,753,371 2,906,653 302,143 - 8,062,167
Additions during the period 10,571 20,387 - - 30,958
Transfers during the period
(see Note 5) - - - 28,571,039 10,390,000 38,961,039
At 31 March 2019 (Un-
audited) 5,763,942 2,927,040 302,143 28,571,039 10,390,000 47,954,164
Accumulated
Depreciation
At 1 January 2018 (Audited) 3,210,173 2,190,680 62,342 - - 5,463,195
Charge for the year 833,411 252,472 75,336 - - 1,161,219
At 31 December 2018
(Audited) 4,043,584 2,443 152 137,678 - - 6,624,414
Charge for the period 202,052 58,446 18,424 80,886 - 359,808
At 31 March 2019 (Un-
audited) 4,245,636 2,501,598 156,102 80,886 - 6,984,222
Carrying amount
As at 31 March 2019 (Un-
audited) 1,518,306 425,442 146,041 28,490,153 10,390,000 40,969,942
As at 31 December 2018
(Audited) 1,709,787 463,501 164,465 . - 2,337,753
5 Investment properties
Land Building Total
AED AED AED
Balance at 1 January 2018 (Audited) - - -
Additions duting the year 10,390,000 29,610,000 40,000,000
Impairment loss duting the year E (1,038,961) (1,038,961)
Balance at 31 December 2018 (Audited) 10,390,000 28,571,039 38,961,039
Transfers during the period (see Note 4) (10,390,000) (28,571,039) (38,961,039)

Balance at 31 March 2019 (Un-audited) - - =

Investment properties includes the acquisition of a 51.95% share in building purchased during the petiod
thtough a related party transaction.

In 2019, the Board of Directors approved to trelocate the Company’s offices to its owned propetty on
Defence Road in Abu Dhabi effective 1 March 2019 and for convetsion of the property in the Company’s
books from investment property to self-occupied propetty. The catrying amount of the property at the
time of transfer is AED 38,961,039.
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6 Investments in financial assets

Investments cartied at FVTOCI
Quoted equity securities

Quoted Tier 1 petpetual securities
Unquoted Tier 1 perpetual secutities

Investments carried at FVTPL
Quoted equity securities
Unquoted debt securities

The movement in the investments in financial assets is as follows:

Investments catried at FVTOCI

Fair value at 1 January

Putchases

Disposals

Change in fair value

Fair value at the end of the reporting petiod

Investments carried at FVTPL

Fair value at 1 January

Purchases

Disposals

Change in fair value taken to profit and loss

Fair value at the end of the reporting period

The geographical distribution of investments is as follows:

Quoted UAE equity secutities
Unquoted UAE debt securities
Quoted UAE debt securities
Ungquoted outside UAE debt secutities

(Un-audited) (Audited)
31 March 31 December
2019 2018

AED AED
30,585,873 24,604,003
32,134,770 31,078,287
5,850,000 5,850,000
68,570,643 61,532,290
14,163,771 17,205,049
2,000,000 2,000,000
16,163,771 19,205,049
(Un-audited) (Audited)
31 Match 31 December
2019 2018

AED AED
61,532,290 27,262,656
5,101,302 39,159,148

- (2,409,480)

1,937,051 (2,480,028
68,570,643 61,532,290
19,205,049 13,616,061
S 17,255,368
(2,930,849) (7,761,139)
(110,429) (3,905,241)
16,163,771 19,205,049
(Un-audited) (Audited)
31 March 31 December
2019 2018

AED AED
44,749,644 41,809,052
5,850,000 5,850,000
32,134,770 31,078,287
2,000,000 2,000,000
84,734,414 80,737,339
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6 Investments in financial assets (continued)

Management considers that the fair values of financial assets and financial liabilities that are not measured
at fair value approximates to theit cattying amounts as stated in the condensed financial statements and are
classified as level 3 in accordance with the IFRS 13 hierarchy.

The following table provides an analysis of financial instruments that are measured subsequent to initial
recognition at fair value into Levels 1 to 3 based on the degtee to which the fair value is obsetvable.

o Ievel 1 — fair value measurements derived from quoted prices (unadjusted) in active markets for

identical assets or liabilities;

o Level 2 — fair value measurements derived from inputs other than quoted prices included within Level
1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from

prices); and

e Level 3 — fair value measurements derived from valuation techniques that include inputs for the asset
or liability that are not based on observable market data (unobservable inputs). Management has
determined the fair value of these unquoted investments by applying an appropriate risk adjusted

liquidity discount on the net assets of the investee companies.

31 Match 2019 (Un-audited)

Investments carried at FVTOCI
Investment in quoted secutrities
Quoted Tier 1 petpetual securities
Unquoted Tier 1 petpetual secutities

Investments carried at FVTPL
Investment in quoted equity securities
Unquoted Tiet 1 perpetual securities

31 December 2018 (Audited)

Investments catried at FVTOCI
Investment in quoted securities
Quoted Tier 1 perpetual securities
Unquoted Tiet 1 petpetual securities

Investments carried at FVTPL
Investment in quoted equity securities
Unquoted Tier 1 perpetual securities

Note

@

@)

Levell Level2 Level 3 Total
AED AED AED AED
30,585,873 - - 30,585,873
32,134,770 - - 32,134,770
= = 5,850,000 5,850,000
62,720,643 = 5,850,000 68,570,643
14,163,771 - S 14,163,771
- = 2,000,000 2,000,000
14,163,771 - 2,000,000 16,163,771
24,604,003 = - 24,604,003
31,078,287 = = 31,078,287
= 5,850,000 5,850,000
55,682,290 = 5,850,000 61,532,290
17,205,049 - - 17,205,049
. 2,000,000 2,000,000
17,205,049 - 2,000,000 19,205,049

(a) Fair values have been determined by teference to the quoted prices at the reporting date.

During the period, there were no transfers between Level 1 and Level 2 fair value measurement and no
transfers into or out of Level 3 fair value measurements.
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7 Statutory deposit

In accordance with the requirement of Federal Law No. 6 of 2007, concerning Insurance Companies and
Agents, the Company maintains a bank deposit amounting to AED 6,000,000 as of 31 March 2019
(31 December 2018: AED 6,000,000) and it cannot be utilized without the consent of the UAE Insurance

Regulatory Authority.

8 Premium and insurance balances receivable

Due from policyholders
Due from brokets and agencies
Due from insurance and reinsurance companies

Expected credit loss
Due from related parties (see Note 19)

Refundable deposits and other advances
Premium and insurance balances receivables — net

Inside UAE:

(Un-audited) (Audited)
31 Match 31 December
2019 2018

AED AED
58,459,598 31,395,059
22,638,958 22,666,348
7,000,247 4,284,271
88,098,803 58,346,178
(6,663,119) (6,6603,119)
81,435,684 51,683,059
2,841,519 3,076,476
316,980 344,890
84,594,183 55,104,425

In accordance with the Board of Ditectors’ Decision Number 25 of 2014 pertinent to the Financial
Regulations for Insurance Companies, the company has categorized the insurance receivables as follows:

Due from policyholders

Due from brokers and agencies

Due from insurance and reinsutance companies
Total

The ageing for the trade receivables inside UAE is as follows:

0 — 30 Days

31 - 90 days

91 - 180 days

181 - 270 days

271 - 360 days
Mote than 360 days

Total

(Un-audited) (Audited)
31 March 31 December
2019 2018

AED AED
58,459,598 31,395,059
22,638,958 22,666,848
1,542,579 1,104,094
82,641,135 55,166,001
(Un-audited) (Audited)
31 Match 31 December
2019 2018

AED AED
10,180,278 4,907,013
43,435,912 16,157,064
15,287,061 11,858,879
5,210,985 9,250,696
2,115,979 6,138,965
6,410,920 6,853,384
82,641,135 55,166,001
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8 Premium and insurance balances receivables (continued)

Outside UAE:

(Un-audited) (Audited)
31 March 31 December
2019 2018
AED AED
Due from Insurance and reinsurance companies 5,457,668 3,180,177
The ageing for the trade receivables outside UAE is as follows:
(Un-audited) (Audited)
31 March 31 December
2019 2018
AED AED
1 - 30 days - -
30-90 days 5,457,668 3,180,177
Total 5,457,668 3,180,177
Expected credit loss
(Un-audited) (Audited)
31 March 31 December
2019 2018
AED AED
Beginning balance (6,663,119) (5,011,823)
Chatge for the period / yeat - (1,651,296)
Ending balance (6,663,119) (6,663,119)
9 Other receivables and prepayments
(Un-audited) (Audited)
31 March 31 December
2019 2018
AED AED
Deferred commissions 13,906,361 10,053,218
Prepayments 6,302,162 6,022,099
Rent teceivable 2,353,778 2,999,257
Accrued interest income 1,020,186 831,884
Dividend teceivable 312,040 -
23,894,527 19,906,458

28



Insurance House P.S.C.
Condensed Interim Financial Statements

Notes to the condensed interim financial statements (continued)
For the petiod ended 31 March 2019

10 Cash and cash equivalents

(Un-aundited) (Audited)

31 March 31 December

2019 2018

AED AED

Cash on hand 5,000 5,000
Cash at banks - cutrent accounts 18,947,310 3,604,929
Cash at bank - call account 25,473,304 14,138,989
Fixed deposits - short term 21,439,977 41237754
65,865,591 58,986,672

1 Cash at banks includes current accounts and call account balances amounting to AED 24,158,913
as of 31 March 2019 held with two financial institutions which are related parties (call account
balances are intetest bearing) (31 December 2018: AED 4,570,775).

ii.  Bank fixed deposits as at 31 March 2019 amounting to AED 21,439,977 (31 December 2018: AED
41,237,754) catry interest rate of 4% (31 December 2018: 3.5% — 4.2%) and mature within 3
months.

11 Capital and reserves
Share capital

The shate capital of the company as per Articles of Association is AED 120,000,000 divided into
120,000,000 shates of AED 1 pat value per share. As at 31 March 2019 and 31 December 2018, the
Company has 118,780,500 shares outstanding and issued of AED 1 par value per share.

Tier 1 capital

On 14 January 2019, the Company’s Board of Directots approved the issuance of Tier 1 perpetual bonds
non-convertible into shares amounting to AED 15,000,000 for the purpose of strengthening the Company’s
capital adequacy and assets and to support its financial position to achieve the Company’s growth strategy
and to be compatible with the instructions of the Insurance Authority.

Treasuty shares

Since 2013, the Company obtained the necessary regulatory approvals to undertake a share buy-back
program uatil 5 March 2017. A total of 1,219,500 shates were purchased from the market at an average
price of AED 1.372 per share amounting to AED 1,673,587. During the Board of Directors meeting held
on 4 November 2018, the cancellation of these treasury shares was approved.

Statutory reserve

In accordance with the UAE Federal Law No. (2) of 2015 concerning Commercial Companies and the
Company’s Articles of Association, 10% of profit is to be transferred to non-distributable legal reserve until
the balance of the legal reserve equals 50% of the Company’s paid up share capital. This reserve is not
available for dividend distribution.

Dividend declaration

On March 20, 2019, the Board of Directors declared dividends to shareholders at a rate of 1% of the share
capital.
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statements (continued)

12 Employees’ end-of-service benefits

Balance as at 1 January

Charges duting the period/year
Benefits paid

Balance at the end of yeat/period

13 Insurance and other payables

Payables-inside UAE
Payables-outside UAE

(Un-audited) (Audited)
31 March 31 December
2019 2018

AED AED
2,577,585 2,035,185
208,429 549,978

- (7,578)

2,786,014 2,577,585
(Un-audited) (Audited)
31 Match 31 December
2019 2018

AED AED
42,486,061 39,214,704
21,313,429 11,288,131
63,799,490 50,502,835

In accordance with the Board of Directors’ Decision Number 25 of 2014 pettinent to the Financial
Regulations for Insurance Companies, the Company has categorized the insurance payables as follows:

Payables - inside UAE:

Due to insurance and teinsurance companies
Due to policyholdets

Due to brokets and agents

Related patty payables (see Note 19)

VAT Output tax payable (Net)

Uneatned commission on premium ceded
Claims payable

Othet accrued expenses

Payables - outside UAE:

Due to insurance and reinsurance companies

(Un-audited) (Audited)
31 March 31 December
2019 2018
AED AED
19,028,573 19,222,578
4,704,239 3,787,871
4,586,011 2,870,019
3,792,356 3,092,356
3,282,485 3,083,912
3,055,926 2,357,958
2,624,768 2,644,900
1,411,703 2,155,110
42,486,061 39,214,704
(Un-audited) (Audited)
31 Match 31 December 2018
2019
AED AED
21,313,429 11,288,131
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14 Technical provisions

Insurance liabilities — gross

Unearned premiums reserve

Claims teported unsettled

Incutred but not reported claims reserve
Unexpited risk teserve

Unallocated loss adjustment expenses reserve

Reinsurance share of outstanding claims
Unearned premiums reserve

Claims reported unsettled

Incurted but not reported claims resetve
Unexpired risk reserve

Unallocated loss adjustment expenses reserve

Insurance liabilities — net

Unearned premiums reserve

Claims reported unsettled

Incurred but not reported claims reserve
Unexpired risk resetve

Unallocated loss adjustment expenses reserve

15 Income from investments

Interest from fixed income secutities

Dividend income on investment in financial assets
Interest income on fixed deposits and call account (net)
Realized profit from sale of investments

Unrealized loss on revaluation of investments (FVTPL)

(Un-audited) (Audited)
31 Match 31 December
2019 2018

AED AED
114,928,528 88,938,184
35,311,524 35,753,709
26,071,869 25,992,703
1,494,033 1,604,508
177,805,954 152,289,104
33,119,394 19,054,343
15,743,870 16,599,376
8,828,139 6,779,823
57,691,403 42,434,042
81,809,134 69,883,341
19,567,654 19,154,333
17,243,730 19,212,880
1,494,033 1,604,508
120,114,551 109,855,062
(Un-audited) (Un-audited)
Three months Thtee months
petiod ended petiod ended
31 Match 2019 31 March 2018
AED AED

715,650 200,520
675,821 1,701,530
330,735 636,346
164,427 11,690
(110,429) (1,087,711)
1,776,204 1,462,375
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16 General and administrative expenses

Salaries and related benefits
Management fees

Government fees

Depteciation of propetty and equipment
Bank charges

Telephone and postage

Other general expenses

17 Earnings per share - Basic and diluted

(Un-audited) (Un-audited)
Three months Three months
period ended period ended
31 March 2019 31 March 2018
AED AED
5,968,503 5,135,672
700,000 700,000
625,587 624,979
359,808 261,247
193,300 133,433
151,845 89,493
2,254,818 2,660,916
10,253,861 9,605,740

Earnings per shate are calculated by dividing the profit for the period by the weighted average number of

ordinaty shares outstanding during the petriod as follows:

Earnings (AED):
Net profit for the petiod

Number of shares:
Weighted average number of ordinaty shates for the purpose
of earnings per share

Eatnings per share (AED):
Basic and diluted

(Un-audited) (Un-audited)
Three months Thtee months
petiod ended petiod ended
31 March 2019 31 Match 2018
5,350,152 4,590,809
118,780,500 118,780,500
0.05 0.04

The Company does not have potentially diluted shares and accordingly, diluted earnings per shate equals

basic earnings per share.

18 Risk management

The Company monitors and manages the financial risks relating to its business and operations. These tisks
include insurance risk, capital risk, credit risk, interest rate risk, market risk, foreign currency risk and

liquidity risk.

The Company seeks to minimize the effects of these risks by diversifying the sources of its capital. It
maintains timely reports about its risk management function and monitors risks and policies implemented

to mitigate risk exposures.
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18 Risk management (continued)

Insurance risk

The tisk under any one insurance contract is the possibility that the insured event occurs and the uncertainty
of the amount of the resulting claim. By the nature of an insurance contract, this risk is random and
thetefore unpredictable.

For a pottfolio of insurance contracts where the theoty of probability is applied to pricing and provisioning,
the principal risk that the company faces under its insurance contracts is that the actual claims and benefit
payments exceed the estimated amount of the insurance liabilities. This could occur because the frequency
or severity of claims and benefits are greater that estimated. Insurance events are random and the actual
number and amount of claims and benefits will vary from year to year from the estimate established using
statistical techniques.

Expetience shows that the larger the portfolio of similar insurance contracts, the smaller the relative
variability about the expected outcome will be. In addition, a more diversified portfolio is less likely to be
affected across the board by a change in any subset of the portfolio. The company has developed its
insurance underwriting strategy to diversify the type of insutance risks accepted and within each of these
categories to achieve a sufficiently large population of risks to reduce the variability of the expected
outcome.

The Company manages tisks through its underwriting strategy, adequate reinsurance arrangements and
proactive claims handling. The underwriting strategy attempts to ensure that the underwritten risks are well
diversified in terms of type and amount of risk, industry and geography. Underwriting limits ate in place
to enforce apptopriate risk selection criteria.

Capital risk
The Company's objectives when managing capital are:

e To comply with the insurance capital requirements required by UAE Federal Law No. 6 of 2007
concerning the formation of Insurance Authority of UAE.

e To safeguard the company's ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders.

e To provide an adequate return to shareholders by pricing insurance contracts commensurately with the
level of risk.

In UAE, the local insurance regulator specifies the minimum amount and type of capital that must be held
by the company in relation to its insurance liabilities. The minimum required capital (presented in the table
below) must be maintained at all times throughout the year. The Company is subject to local insurance
solvency regulations with which it has complied with during the yeat.

The table below summatizes the minimum regulatory capital of the Company and the total capital held.

(Un-audited) (Audited)

31 March 31 December

2019 2018

AED AED

Total capital and reserves 119,358,602 99,098,204
Minitmum regulatory capital 100,000,000 100,000,000
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18 Risk management (continued)
Credit risk

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the company.

Key areas where the company is exposed to credit risk are:
e Re-insurers' share of insurance liabilities.
e Amounts due from reinsurers in respect of claims already paid.
e  Amounts due from insurance contract holders.
e  Amounts due from insurance intermediaries.
e  Amounts due from banks for its balances and fixed deposits.

The Company has adopted a policy of only dealing with creditworthy counterparties as a means of
mitigating the risk of financial loss from defaults. The Company's exposure and the credit ratings of its
counterparties are continuously monitored, and the aggregate value of transactions concluded is spread
amongst approved counterparties. Credit exposure is controlled by counter pasty limits that are reviewed
and approved by the management annually.

Re-insurance is used to manage insurance risk. This does not, however, discharge the company's liability as
ptimary insurer. If a re-insurer fails to pay a claim for any reason, the company remains liable for the
payment to the policy holder. The creditworthiness of re-insurers is considered on an annual basis by
reviewing their financial strength prior to finalization of any contract.

The Company maintains record of the payment history for significant contract holders with whom it
conducts regular business. The exposure to individual counterparties is also managed by other mechanisms,
such as the right of offset where counterpatties are both debtors and creditors of the Company.
Management information repotted to the company includes details of provisions for impairment on
insurance receivables and subsequent write offs. Exposures to individual policy holders and groups of policy
holders are collected within the ongoing monitoting of the controls. Where there exists significant exposure
to individual policy holders, or homogenous groups of policy holders, a financial analysis equivalent to that
conducted for re-insurers is catried out by the Company.

The carrying amount of financial assets recorded in the financial statements, which is net of expected credit
loss, represents the Company's maximum exposute to credit risk for such receivables and liquid funds.

Interest rate risk

Interest rate tisk is the risk that the value of a financial instrument will fluctuate due to changes in market
interest rate. The Company is exposed to interest rate risk on fixed deposits with bank, margin loans,
financial assets such as bonds. The intetest rates are subject to periodic revisions.

Market risk

Market prices risk is the risk that the value of a financial instrument will fluctuate as a result of changes in
market prices, whether those changes are caused by factors specific to the individual instrument ot its issue
ot factors affecting all instruments traded in the market.

Foreign currency risk

The Company undertakes certain transactions denominated in foreign currencies, which imposes sort of
risk due to fluctuations in exchange rates during the year. The UAE Dirham is effectively pegged to the US
Dollar, thus foreign currency risk occurs only in respect of other cutrencies. The company maintains
policies and procedures to manage the exchange rate risk exposure.
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18 Risk management (continued)

Liquidity risk
The Company's Board of Directors adopted an appropriate liquidity risk management framework as the
responsibility of liquidity risk management rests with the Board of Directors.

The following table shows the maturity dates of Company's financial assets and liabilities as at 31 March
2019.

Less Mote
than 1year than 1year Total
AED AED AED
Financial assets (Un-audited)
Interest bearing 65,860,591 45,984,770 111,845,361
Non-interest bearing 184,315,314 6,410,920 190,726,234
250,175,905 52,395,690 302,571,595
Financial liabilities (Un-audited)
Non-interest beating 92,772,603 - 92,772,603
92,772,603 - 92,772,603

The following table shows the maturity dates of Company's financial assets and liabilities as at 31 December
2018.

Less More
than 1 year than 1 year Total
AED AED AED
Financial assets (Audited)

Interest beating 58,981,672 42,928,287 101,909,959
Non-interest bearing 138,330,276 6,853,384 145,183,660
197,311,948 49,781,671 247,093,619

Financial liabilities (Audited)
Non-interest bearing 80,814,674 - 80,814,674
80,814,674 - 80,814,674
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19 Related parties

Related patties comprise the major Shareholders, the Board of Directors and key management personnel
of the Company and those entities in which they have the ability to control or exercise significant influence
in financial and operation decisions. The transactions with these related patties are primarily financing in

nature as follows:

Ptremium and insurance balances receivables

Shareholder

Finance House PJSC

Others

Islamic Finance House PVT JSC

Mohamed Abdulla Jumaa Al Qubaisi

Finance House PJSC on account of Finance House Securities
LLC

Emirates National Holding LLC

Insurance and other payables
Shareholder

Finance House PJSC

Others

CAPM Investment PSC

Law House

Investments

Shareholder

Finance House PJSC — Sukuks

Finance House PJSC — Quoted investments in equity
Others

Finance House Securities LL.C — Commercial papers

Cash and cash equivalents
Shareholder

Cash at banks - current accounts
Cash at bank - call account
Others

Cash at banks - current accounts

Tier 1 capital
Shareholder

(Un-audited) (Audited)
31 March 2019 31 December 2018
AED AED
2,544,406 2,657,453
262,672 410,465
24,366 -
2,702 8,558
7,373 -
2,841,519 3,076,476
3,500,000 2,800,000
274,856 274,856
17,500 17,500
3,792,356 3,092,356
5,850,000 5,850,000
- 3,588,458
2,000,000 2,000,000
7,850,000 11,438,458
15,210,796 224,101
8,545,286 3,962,763
402,831 383911
24,158,913 4,570,775
15,000,000 .

Finance House P.J.S.C is one of the major shareholders of the company as of 31 Match 2019. FH Capital
Ltd. (D.L.F.C), Finance House Securities L.L.C and Islamic Finance House PVT. ].S.C are subsidiaries of

Finance House P.J.S.C.

The Company, in the normal course of business, collects premiums from and settles claims of other
businesses that fall within the definition of related parties as contained in IFRS.
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19 Related parties (continued)

The following are the details of significant transactions with related parties:

(Un-audited) (Audited)
Three months Thtee months
period ended period ended
31 March 2019 31 March 2018
AED AED
Finance House PJSC
Management fee 700,000 700,000
Gtoss premiums written 286,172 174,145
Interest on Sukuk 109,688 -
Other outsource fees 68,750 -
Purchase of investment property - 40,000,000
Fixed deposits placed - 30,000,000
Tier 1 capital 15,000,000 -
Finance House Securities
Purchase of shates 5,101,303 7,875,908
Disposal of shares 3,095,276 -
Interest on commetcial paper 25,000 -
Boatd of Directots
Remuneration 839,000 730,000

20 Segment information

The Company has 2 reportable segments, as described below, which are the Company’s strategic business
units. The business units are managed separately because they require different approach technology and
marketing strategies. For each of the strategic business units, the Chief Operating Decision Maker reviews
internal management repotts on at least a quarterly basis.

The following summary desctibes the two main business segments:

o Underwriting of general insurance business — incorporating all classes of general insurance such
as fire, marine, motor medical, general accident and miscellaneous.

o Investments — incorporating investments in matketable equity securities and investment funds,
development bonds, tetm deposits with banks and other securities.

Primary segment information - business segment

Three months period ended Thrce months petiod ended
31 March 2019 (Un-audited) 31 March 2018 (Un-audited)
AED AED
Underwriting Investments Total Underwriting Investments Total

Segment revenue 80,649,481 1,835,947 82,485,428 78,352,158 2,019,430 80,371,588
Segment result 13,768,066 1,835,947 15,604,013 13,084,819 2,019,430 15,104,249
Unallocated expense, net (10,253,861) (10,513,440)
Net profit for the period 5,350,152 4,590,809

The following in an analysis of the Company’s revenue and results by business segment:
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20 Segment information (continued)

Primary segment information - business segment (continued)

a) The following is an analysis of the Company’s assets, liabilities and equity by business segment:
31 March 2019 31 December 2018
AED (Un-audited) ALD (Audited)
Underwriting Investments Total Underwriting Investments Total
Segment assets 203,464,051 115,860,305 319,324,446 118950794 167,768,016 286,718,810
Unallocated asscts 44,425,614 17,748,918
Total asscts 363,750,060 304,467,728

Scegment liabilities

and equity 363,269,725  (2,305,679) 360,964,046 _ 306,132,873 (4,242730) 301,890,143
Unallocated
liabilities and
equity 2,786,014 2,577,585
Total liabilitics and
equity 363,750,060 304,467,728
b) Secondary segment information — revenue from underwriting departments

The following is an analysis of the Company’s revenues (gross written premiums and commission income)
classified by major underwriting department.

(Un-audited) (Un-audited)

Thtee months Three months

period ended 31 petiod ended

March 2019 31 March 2018

AED AED

Medical and petsonal assurance 41,371,853 35,766,562
Non — Marine 37,278,690 42,371,330
Matine 1,998,938 214,266
80,649,481 78,352,158

Thete were no transactions between the business segments during the period.

21 Seasonality of results

No income of seasonal nature was recorded in the income statement for the threc months periods ended
31 March 2019 and 31 March 2018.

22 Commitments and contingencies

The Company’s bankers have issued in the normal course of business letters of guarantee in favor of third parties
amounting to AED 6.8 million (31 December 2018: AED 6.8 million).
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23 Comparative figures

The Comparative figures have been reclassified in order to conform to the current presentation and
improve the quality of information presented. Howevet, there were no effect on previously reported total
assets, total equity, total liability, and total comprehensive income for the period.

24 Post reporting date events

No adjusting or significant non-adjusting events occutred between the reporting date and the date of
authorization of the condensed interim financial statements

25 General

The figutes in the condensed interim financial statements are rounded to the nearest Dirham of United
Arab Emirates.

26 Approval of condensed interim financial statements

The condensed interim financial statements were approved and authotized for issue by the Boatd of
Directors on 24 April 2019.
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