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MR. ADNAN B.TALHOUNI

April 2016-
Present

Membership date

Date of birth
Education
1973

1991

1992

197

Career
May 2006
Present
November
2001- Present
October
2015- Present
January
2003-Present
May2006-
April 2015
March

2004 - 2014
December
2002-2014
2005-2008
2007-2009
October 2001 -
May 2002
Nov 1997-
Oct 2001

1996-1997
Oct 1993 -
Sep 1996
1991-1993
1990-1991
1985-1990
1973-1985

Member of the Board, Euro Arab Insurance Group Plc.
Representing Comsal Ltd

24-04-2016

1947

Columbia University

Masters of International Affairs
Certificate in Middle Eastern Studies
American University of Beirut

B.A. Political Science

President of the Swiss Jordanian Business Club

Member of the board of Trustees and Board of Directors, Al-Isra’ University
Chairman of Al- Bayraq for financial services company
Chairman Al-Bahja Business and Trade International (ABT)

CEO Rafidain Projects development (Private shareholding company)
Board member of Jordan diplomatic club

Director, International Consulting and Trade (ICT)

Member of the board of Jordan Career Education Foundation (JCEF)
Chairman of the board of first national vegetable oil industries Plc

Ambassador a the ministry of Foreign Affairs
Ambassador of Jordan in France, Permanent delegate to UNESCO,
and accredited Ambassador in the Holy Seat

Advisor at the Royal Hashemite Court

Director of the office of her Majesty Queen Noor
Ambassador of Jordan in Morocco and accredited to Senegal

Director of the political departement for Europe at the Ministry of Foreign Affairs

Ambassador of Jordan in Switzerland and accredited to Austria
Assistant Secertary General of the Royal Hashemite Court,
Assistant Chief of Royal Protocol Private Secretary to H.M Queen Zein
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New York U.S.A
Lebanon

Amman, Jordan

Amman, Jordan
Amman, Jordan
Amman, Jordan

Amman, Jordan
Amman, Jordan

Morges, Switzerland

Amman, Jordan
Amman, Jordan

Amman, Jordan
Paris, France

Amman, Jordan
Amman, Jordan
Rabat,Morocco
Amman, Jordan

Bern, Switzerland

Amman, Jordan
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SOLVENCY MARGIN
For the year ended December 31,
Available Capital
2018 2017
Core Capital
Paid up capital 8,000,000 8,000,000
Statutory reserve 1,342,268 1,249,375
Voluntary reserve 15,676 15,676
Retained (losses) earnings 1,235,319 1,236,880
Total core capital 10,593,263 10,501,931
Supplementary capital 691,590 707,463
Increase in real estate investments 11,284,853 11,209,394

For the year ended December 31,

2- Required Capital : 2018 2017
JD JD
Required capital against the risk of assets 3,632,392 3,077,283
Required capital against the risk of underwritings 2,284,021 1,991,453
Required capital against the risk of life insurance 57,795 7,156
Required capital against the risk of reinsurers 658,764 565,316
Total required capital 6,632,972 5,641,208

3- Solvency margin

(Available capital/ Required capital)

For the year ended December 31,

2018
JD

2017
JD

Major share holder
No. shares

Comsal (Ltd) 6,857,459

Ownership %

No. shares

6,826,959

Ownership %
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= INSURANCE

STATEMENT OF UNDERWRITING PROFIT FOR LIFE INSURANCE ACTIVITIES Statement (K)

For the year ended
2018 2017
JD JD
Net revenue from the written premiums 558,166 443,878
Less: Net paid claims cost (211,703) (212,976)
346,463 230,902

Add: Received commissions 1,025 372
Insurance policies issuance fees 35,195 28,211
Other revenue - 1
TOTAL REVENUE 382,683 259,486
Less: Paid commissions (5,894) (4,378)
Employee and administrative expenses related to underwriting accounts (127,636) (117,220)
Other expenses (85,739) (81,361)
TOTAL EXPENSES (219,269) (202,959)
NET UNDERWRITING PROFIT 163,414 56,527
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INSURANCE

Statement (L)

For the year ended
December 31,

2018 2017
JD JD

Paid claims 1,066,205 1,513,961
Less: Foreign re-insurers’ share (860,831) (1,291,936)
NET PAID CLAIMS 205,374 222,025
Add: Reported claims reserve - end of the year 634,449 661,182
Add: Un-reported claims reserve - end of the year 20,000 20,000
Less: Re-insurers’ share (516,193) (549,255)
NET CLAIMS RESERVE - END OF THE YEAR 138,256 131,927
NET REPORTED CLAIMS - END OF THE YEAR 118,256 111,927
NET UN-REPORTED CLAIMS - END OF THE YEAR 20,000 20,000
Add: Reported claims reserve - beginning of the year 661,182 952,870
Add: Un-reported claims reserve - beginning of the year 20,000 -
Less: Re-insurers' share (549,255) (811,894)
NET CLAIMS RESERVE - BEGINNING OF THE YEAR 131,927 140,976
NET REPORTED CLAIMS RESERVE - BEGINNING OF THE YEAR 131,927 140,976
UN-REPORTED CLAIMS RESERVE - BEGINNING OF THE YEAR 20,000 -
NET CHANGE IN CLAIMS RESERVE 6,329 (9,049)
NET PAID CLAIMS COST 211,703 212976
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STATEMENT OF UNDERWRITING REVENUES FOR LIFE INSURANCE ACTIVITIES

For the year ended
December 31,

Statement (1)

2018 2017
Written premiums: JD JD
Direct business 1,921,723 1,656,617
Gross written premiums 1,921,723 1,656,617
Less: Foreign re-insurers' share (1,334,841) (1,188,493)
NET WRITTEN PREMIUMS 586,882 468,124
Add: Mathematical reserve - beginning of the year 346,103 354,503
Less: Re-insurers’ share - beginning of the year (274,335) (306,981)
NET MATHEMATICAL RESERVE - BEGINNING OF THE YEAR 71,768 47,522
Less: Mathematical reserve - end of the year 353,977 346,103
Re-insurers' share - end of the year (253,493) (274,335)
NET MATHEMATICAL RESERVE - END OF THE YEAR 100,484 71,768
NET CHANGE IN MATHEMATICAL RESERVE (28,716) (24,246)
NET REVENUE FROM THE WRITTEN PREMIUMS 558,166 443,878

17
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STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Statement (D)

Paid -up Statutory Voluntary Retained earnings
capital reserve reserve realized unrealized Total Total

JD JD JD JD JD JD JD
For the year ended December 31,2018
Balance as of December 31, 2018(balance as previously disclosed)| 8,000,000 | 1,249,375 15,676 501,204 735,676 | 1,236,880 |10,501,931
IFRS(9) implementation impact - net (note3) - - - - (204,568) | (204,568) | (204,568)
Adjusted balance as of December 31,2018 8,000,000 | 1,249,375| 15,676 501,204 531,108 | 1,032,312 | 10,297,363
Total comprehensive income for the year - - - 695,900 - 695,900 695,900
Transfers during the year - - - (375,644) | 375,644 - -
Transferred to statutory reserve - 92,893 - (92,893) - (92,893) -
Dividends * - - - (400,000) - (400,000) | (400,000)
BALANCE - END OF THE YEAR 8,000,000 | 1,342,268 15,676 328,567 906,752 | 1,235,319 |10,593,263
For the year ended December 31, 2017
Balance - beginning of the year 8,000,000 | 1,164,943 15,676 808,076 488,002 | 1,296,078 | 10,476,697
Total comprehensive income for the year - - - 625,234 - 625,234 625,234
Transfers during the period - - - (247,674) | 247,674 - -
Transferred to statutory reserve - 84,432 - (84,432) - (84,432) -
Dividends * - - - (600,000) = (600,000) | (600,000)
BALANCE - END OF THE YEAR 8,000,000 | 1,249,375 15,676 501,204 735,676 | 1,236,880 |10,501,931

- Retained earnings includes JD 906.752 as of December 31, 2018, restricted against deferred tax assets
(JD 735,676 as of December 31, 2017) according to the instructions of the Jordan Securities Commission, and also

includes unrealized losses from revaluation of financial assets at fair value through profit or loss of JD 375.901 as of
December 31, 2018 (JD 156,345 as of December 31, 2017).

* The General Assembly of shareholders has approved in its ordinary meeting held on April 29, 2018 the

recommendation of Board of Directors for cash dividends to shareholders amounted JD 400,000 equivalent to 5%
from paid in capital. (JD 600,000 as of December 31, 2017)
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Statement (E)

For the year ended
December 31,

2018 2017
CASH FLOWS FROM OPERATING ACTIVITIES: JD JD
Income for the year before tax 896,926 815,322
Adjustments:
Depreciation and amortization 154,642 158,153
Unrealized losses of financial assets at fair value through profit or loss 154,248 38,556
Impairment provision of accounts receivables - net 70,618 2,320
Provision for other liabilities 80,000 25,000
End of service indemnity provision 13,513 3,102
Unearned premiums reserve - net 185,545 1,448,101
Claims reserve - net 851,649 (166,563)
Mathematical reserve - net 28,716 24,246
Cash flows from operating activities before changes in working capital items 2,435,857 2,348,237
(Increase) in cheques under collection (38,915) (61,315)
(Increase) in receivables (2,306,908) (1,920,746)
Decrease (Increase) in re-insurance companies' accounts (debit) 119,034 (316,188)
(Increase) Decrease in financial assets through profit or loss (388,478) 421,624
Decrease in other assets 31,721 16,297
Increase in payables 697,684 630,224
Increase in re-insurance companies' accounts (credit) 1,333,929 7,554
Increase in other liabilities 68,311 21,610
Decrease in accrued expenses - (42,115)
Net cash flows from operating activities before provisions and tax paid 1,952,235 1,105,182
Income tax paid (258,568) (53,406)
End -of- service indemnity provision (780) (6,030)
NET CASH FLOWS FROM OPERATING ACTIVITIES 1,692,887 1,045,746
CASH FLOWS FROM INVESTING ACTIVITIES:
Decrease (Increase) in deposits at banks maturing after three months 4,129,984 (1,476,597)
Purchase of property and equipment (20,936) (37,872)
Increase in intangible assets - (7,500)
Improvements in investment properties (18,300) -
NET CASH FLOWS (USED IN) FROM INVESTMENT ACTIVITIES 4,090,748 (1,521,969)
CASH FLOWS FROM FINANCING ACTIVITIES:
Increase in due to banks 715,718 686,409
Dividends (400,000) (593,545)
NET CASH FLOWS FROM FINANCING ACTIVITIES 315,718 92,864
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 6,099,353 (383,359)
Cash and cash equivalents - beginning of the year 2,918,660 3,302,019
Cash and Cash Equivalents - End of the Year 9,018,013 2,918,660
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STATEMENT OF INCOME

Statement (B)

For the year ended December 31,

2018 2017
Revenue:
Gross written premiums 28,610,731 22,760,233
Less: Re-insurers' share (6,355,568) (3,947,611)
NET WRITTEN PREMIUMS 22,255,163 18,812,622
Net change in unearned premiums reserve (185,545) (1,448,101)
Net change in mathematical reserve (28,716) (24,246)
NET WRITTEN PREMIUMS 22,040,902 17,340,275
Commissions' revenue 359,229 295,438
Insurance policies issuance fees 822,004 588,683
Interest revenue 1,114,429 820,524
Net (losses) gains from financial assets and investments (51,168) 64,088
Other revenue 423,392 410,858
TOTAL REVENUE 24,708,788 19,519,866
Claims, Losses and Expenses:
Paid claims 22,013,263 19,171,884
Less: Recoveries (2,552,759) (2,234,975)
Re-insurers' share (1,255,720) (2,202,704)
NET PAID CLAIMS 18,204,784 14,734,205
Net change in claims reserve 851,649 (166,563)
Allocated employees' expenses 1,575,154 1,528,173
Allocated general and administrative expenses 710,757 576,498
Policy acquisition cost 901,333 779,197
E £l . 244,646 233,450
Other exp related to underwriting 605,670 467,869
NET CLAIMS COSTS 23,093,993 18,152,829
Unallocated employees' expenses 194,145 189,214
Depreciation and amortization 154,642 158,153
Unallocated general and administrative expenses 177,689 144,124
Provision for impairment in accounts receivable- net 70,618 2,320
Other expenses 120,775 57,904
TOTAL EXPENSES 23,811,862 18,704,544
Income for the Year before Tax 896,926 815,322
Income tax for the year (201,026) (190,088)
INCOME FOR THE YEAR / TOTAL COMPREHENSIVE INCOME 695,900 625,234
The company's shareholders 8,000,000 8,000,000
Earnings per share for the year - basic and diluted 0.087 0.078
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STATEMENT OF FINANCIAL POSITION Statement (A)
December 31,
2018 2017
ASSETS
Deposits at banks 19,527,430 17,614,117
Financial assets at fair value through profit or loss 814,656 580,426
Investment property - net 879,227 863,354
Total Investments 21,221,313 19,057,897
Cash on hand and at banks 76,377 39,428
Cheques under collection 636,422 604,852
Accounts receivable - net 7,546,806 5,501,860
Re-insurance and local insurance companies' accounts - debit 684,650 855,057
Deferred tax assets 906,752 735,676
Property and equipment - net 3,128,964 3,241,613
Intangible assets 10,065 28,695
Other assets 498,030 529,751
TOTAL ASSETS 34,709,379 30,594,829
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Unearned premiums reserve - net 9,009,815 8,824,270
Claims reserve - net 7,293,820 6,442,171
Mathematical reserve - net 100,484 71,768
Total Insurance Contracts Liabilities 16,404,119 15,338,209
Due to a bank 1,655,646 939,928
Accounts payable 2,679,926 1,982,242
Re-insurance and local insurance companies' accounts - credit 2,209,443 875,514
Other provisions 303,933 211,200
Provision for income tax 225,479 176,546
Other liabilities 637,570 569,259
TOTAL LIABILITIES 24,116,116 20,092,898
SHAREHOLDERS' EQUITY
Authorized and paid-up capital 8,000,000 8,000,000
Statutory reserve 1,342,268 1,249,375
Voluntary reserve 15,676 15,676
Retained earnings 1,235,319 1,236,880
TOTAL SHAREHOLDERS' EQUITY 10,593,263 10,501,931
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 34,709,379 30,594,829
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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 outweigh the public interest benefits of such

communication.
Report on Other Legal and Regulatory Requiremetns
The Company maintains proper accounting records duly organized and in line with the accompanying financial

statements, in all material respects, and we recommend that the General Assembly approve these financial statements.

Amman - Jordan Deloitte & Touche (M.E.) — Jordan
February 28, 2019
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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:

e |dentify 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 system.

e Obtain an understanding of internal control system 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.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting, and based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the related disclosures in the 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.

e 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.

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 safeguard procedures.
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Technical Provisions

Technical provisions are key audit matters. Moreover,
technical provisions amounted to JD 16,404,119,
representing 68% of the amount of liabilities as of
December 31, 2018. In addition, the Company estimates
technical provisions according to the requirements of
International Financial Reporting Standards and the
requirements of regulatory bodies. As such, technical
provisions are calculated based on the adopted
accounting policies, the Company’s estimates, and
historical data on claims. The reinsurers’ share from
the technical provisions is re-calculated according to
the related signed agreement. Furthermore, executive
management appoints a licensed actuary and a loss
adjuster to periodically review the adequacy of the
technical provisions.

Other Information

Scope of the Audit to Address the Risk

The followed audit procedures include understanding
the nature of the technical provisions, testing the
adopted system of internal control, assessing the
reasonableness of the estimates and assumptions, and
the adequacy of the provisions booked by management.
This is carried out through studying a sample of the
technical provisions and reinsurers’ share and its
calculation, obtaining the advice of the loss adjuster
and the Company’s lawyer, and comparing the sample
with the provisions taken. In addition, we relied on

the actuary’s reports concerning the adequacy of the
technical provisions, following a meeting with him

to discuss the adopted assumptions. Moreover, we
assessed the adequacy of disclosures on the technical
provisions.

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. Our 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.

Responsibilities of Management and Those Charged with Governance for the 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.
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Adequacy of the Provision for the Expected Credit
Losses of Financial Assets

Accounts receivable and financial assets constitute

a major part of the Company's assets and, because
of the importance of the judgments used to prepare
future estimates and forecasts set forth in IFRS 9, are
considered to be a major audit risk.

The Company's management exercises significant
judgment and uses assumptions to determine both the
timing and the amount of provision to be recorded as
expected credit losses.

The total receivables and financial assets subject to
the above standard amounted to JD 30 million and the
related provision for credit losses amounted to JD 1.7
million as of December 31, 2018.
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Scope of the Audit to Address the Risk

We have understood the Company's key processes used
in preparing the assumptions and estimates used in
IFRS 9.

We have also reviewed the Company’s policy on
determining the provision for the expected credit

loss through comparing it with IFRS 9 requirements

in this regard. Furthermore, we have understood the
Company’s methodology in determining the provisions
for each category and assessed the reasonableness of
the basic assumptions, as well as adequacy of the data
used by the Company. Where appropriate, we have
consulted experts to satisfy ourselves regarding this
data.

We have selected a sample of receivables and financial
assets to review the following:

-Completion of the payment of receivables included in
the expected credit loss calculation.

*Appropriateness of the Company’s determination of
the significant increase in credit risk and the basis for
classifying exposures into different stages.

*Understanding and reviewing the simplified method
which the company use and check its appropriateness
in regarding of IFRS (9).

*Management's estimate of future cash flows and
their reasonableness, as well as the outcome of the
calculation of provisions.

The significant accounting policies, estimates, and
credit risk management disclosures are included in
Notes (2) and (3) to the financial statements.
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Application of the International Financial Reporting
Standard No. (9)

The company has adopted the International Financial
Reporting Standards 9 “Financial Instruments” as of
January 1, 2018, which replaces IAS 39.

Implementing the IFRS is considered to be essential
audit matter, that requires management to use
significant accounting estimates and measurements
applying the method of expected credit loss

The new IFRS process measurements, classifications
and derecognition of financial assets and liabilities, and
provide new ground rules for hedging accounting and
impairment of financial assets method.

Management applies the simplified expected credit
loss method to detect the impairment in receivables
balances, the simplified expected credit loss method
uses the assumptions of variety of aged receivable
balances and macroeconomic factors, studies and the
historical company’s performance in collecting its
receivable balances.

Moreover, the book value of the receivable balances in
nature and the financial assets which IFRS (9) applies

on was around JD 30 million, and the ECL was around

JD 1.7 million as of December 31, 2018.

Moreover, the Company has retroactively adopted
IFRS 9 as of January 1, 2018 without restating the
comparative figures in accordance with the above
standard.

Scope of the Audit to Address the Risk

We performed the following procedures in regarding
IFRS (9) implementation:

* Review the analytical study provided by management
showing the IFRS (9) “Financial Instruments”
implementations regarding classification and
measurements of the financial assets and liabilities and
understanding the method applied to reflect the new
standard.

« Reviewing the expected credit loss method that
has been developed by management, checking the
reasonability of the applied method as well test the
accuracy of calculation of the method ;

« Test the major assumptions used by management in
by comparing it the with the historical data, taking in
consideration the economic future factors to reflect the
future effect on the expected credit loss.

- Reviewing the aging report receivable balances in
nature and the risk of credit financial instruments
which applies to the impairment requirements that was
provided by management.

- Using our specialists in testing the method applied
by management to detect the expected credit loss and
compare the results with the best acceptable method.

The significant accounting policies and estimates are
disclosed in Notes (2), (3) and (4) to the consolidated
financial statements.
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Independent Auditor’s Report
AM/ 007205

To the Shareholders of

Euro Arab Insurance Group

A Public Shareholding Limited Company
Amman — The Hashemite Kingdom of Jordan

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Euro Arab Insurance Group (A Public Shareholding Limited Company),
which comprise the statement of financial position as of December 31, 2018, and the statement of income and other
comprehensive income, statement of changes in shareholders’ equity, the 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 of December 31, 2018, and its financial performance as well as 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.

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 financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
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