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AL KHAZNA INSURANCE COMPANY P.S.C.

Report of the Board of Directors
For the six months period ended on 30 June 2019

The Board of Directors of Al Khazna Insurance Company P.5.C. is pleased to submit its
second quarterly report of 2019 together with the interim financial information for the
six-month period ended on 30 June 2019,

The main highlights of the Group's financial results are summarized as follows:

/=

Director

The Gross Written Premium showing AED 46,395 [or the six months period ended on

30 June 2019, drop in Gross Written Premium is due to the ongoing restriction over
Insurance policies issuance from the Insurance Authority,

The underwriting loss for the period ended 30th June 2019 is AED 5.08million in
comparison with loss of AED 8.09 million for the six months period ended on 30 June
2018,

The net investment results for the period registered a profit of AED 17.10 million for
the six months Period ended on 30 June 2019 against AED 9.64million for the six
months period ended on 30 June 2018,

The net profit for the six months' period ended on 30 June 2019 has increased to AED
6.89 million compared to a loss of AED 3.43 million for the six months period ended
on 30 June 2018,

The total assets of the Group stood at ALD 501.84 million as of 30 June 2019 against
AED 34826 million as of 31 December 2018,

The total capital and reserves attributable to the Company's equity holders are AED
106.77 million as of 30 June 2019 against ALD 105.23 million on 31 December 2018,

Furthermore the sharcholders of Al Khazna Insurance Company have approved the
capital restructuring measures during the last AGM to reduce the accumulated losses.
The Board ol Directors and the Management of the company are continuing the strict
measures for restructuring the investment and streamlining the operations ol the
group.
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REPORT ON REVIEW AND INTERIM FINANCIAL INFORMATION

The Shareholders'
Al Khazna Insurance Company P.5.C
United Arab Emirates

Introduction

We have reviewed the accompanying consolidated interim financial statements of Al Khazna
Insurance Company P.8.C, as at 30 June 2019 which comprise the consolidated interim statement of
financial position as at 30 June 2019 and the related consolidated interim statement of profit or loss,
related consolidated interim statement of comprehensive income, related consolidated interim
statement of changes in equity and consolidated interim statement of cash flows for the period from 1
January 2012 1o 30 June 2019 and explanatory notes. Management is responsible for the preparation
and presentation of these consolidated interim financial statements in accordance with Tnternational
Financial Reporting Standard TAS 34 consolidated interim linancial Reporting ("IAS 34"}, Our
responsibility is to express a conclusion on these consolidated interim financial statements based on
our review,

Scope of review

We conducted our review m accordance with International Standards on Review Engagements 2410,
"Review of consolidated intenm Financial Information Performed by the Independent Auditor of the
group." A review of financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures.
A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing and conseguently 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
express an audit opinion.

Baxsis for Disclaimer Conclusion

~ As discussed in Note 3 to the consolidated interim financial statements, as of the end of the
reporting period, the Group’s cash flows vsed in operating aclivities amounting to AED
37,315,528 and accumulated losses exceeded 50% of the share capital.
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REPORT ON REVIEW AND INTERIM FINANCIAL INFORMATION (confinued)

A revised Management's plan and cash flow forecasts with revised dates for submission of the
Corrective Plan and disposal of assets has been approved by the Board of Directins as of the
date of this report. The cash flow forecasts include assumptions related to non-enforcement of
the terms of the loan apreement in respect of recovering the whole outstanding loan balance
mecluding the forgiven amount and interest, and the proup disposed property worth of 17.6
Milhons in second quarter of 2018 and planning to dispose more in the year 2019

- The group's Registralion Certificates with Insurance Authority expired. As of the date of the

1

issuance of these consolidated milertm [inancial statements, these certificates have not yel heen
renewed by the group.

The Insurance authorities suspension is prevailing till the reporting date and the proup had
appointed a third party consultant for the corrective proposal.

We were not provided with documentation related to these assumptions to support the
appropriateness of the consolidated interim financial statements being prepared using the going
concern basis of accounting. Consequently, we were unable to confirm or dispel whether it is
appropriate to prepare the consolidated interim financial statements using the going concern
basis of accounting.

During the period the Group has incurred penalties from the Federal Tax Authority amounting
to AED 5,559,531 duc to not submitting payments of due taxes, while total penaltics as of the
date of the report were AED 20,320,728,

Further, as disclosed in Note 1 to the consolidated interim financial statements:

The consohdated interim linancial statements includes the assets, liabilities and operating result
for the subsidaries company in which it has not audited by independent audilor and we can not
satisfy our self’ by other audit proceedure 1 the operating resull ol these subsidaries will
materially effect the consolidated interim financial stalements.

Further, as disclosed in Nole 6 to the comsolidated interim  financial statements:

The Group’s investment propertics include two plots of land with a carrying value of AED 89.5
million as of 30 June 2019 (31 Decomber 2018 : AED 90.4 million) for which the master
developer did not transfer the titles to the name of the group, pending the scttlement of title's
transferes fees. We were unable 1o determine whether any adjustments to this amount were

necessary.

Puring the 2nd quarter ol 2019, the statutory deposit of the group was liquidated by an amount
of AED 5,849 980 which has been translerred to the courl's treasury against selllement of claims
casea. This reduction in the stalotury deposit caused that the Group non-complhience with the
federal low No, 6 of 2007 concerning Insurance companies and agents.

{



REPORT ON REVIEW AND INTERIM FINANCIAL INFORMATION (continued)

- We would like o draw attention to Note 9 &18 of financial statements in which the group
written back an amount of AED 10,183,873 from provision for impairment of receivables to
other income, we did not receive sufficient and appropriate audit evidence for the written back
of provision and the collectability of the related amount.

- With refer to Note 7 (b) to the financial statement that provide details of the company’s
investment designated through other comprehensive income amounting to AED 40,294 334 in
which shares amounting to AED 39,596,287 werc frozen by Abu Dhabi court for urgent matters.

- We did not receive confirmation for the ownership of the shares in Al Firdouse amounting 1o
AED 42,000 Note 7 (b} registercd in the name of Pearl Capital .

-~ During the 2nd quarter, the Group has defaulted in repayment of one loan insiallment which
lead the bank to file a case against the Group claiming the total amount oulstanding and
previously forgiven amount of AED 39.4 million plus interest as per one of the covenants of the
loan agreement.we didnt recieve sufficient audit evidence on how the group will meet its future
obligation.

Disclaimer of conclusion

Based on due to the significant of the matter described in the basis of disclaimer of conclusion
section, we were unable to form a conclusion on the accompanying interim financial information
accordingly, we do not express a conclusion on this interim financial information.

Report on other legal and regulatory requirements

We are required to report on the application of the provisions of the UAE Federal Law No. (2) of
2015 and the Anticles of Association of the Company as per Article 246 of the UAE Federal Law No.
(2) of 2015, Further, as required by the U.A.E. Federal Law No. 6 of 2007, as amended, we are
required to report whether we have obtained all the information and explanations we considered
necessary for the purpose of our audit. However, due to the matters described in the Basis for
Disclaimer of Opinion above, we are unable to report further on the application of these requircments.

Talal Abu Ghazaleh & Co. International
(_ LA AP L{,a..-r"_":‘,:*; )
Youssef Kadoura

Licensed Auditor No. 688

Abu [Dhabi

[4 August 2019



AL KHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

EXHIBIT A

CONSOLIDATED INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNL 2019

(AMOUNTS ARLE EXPRESSED TN U.AF. DTRHAMS)

31 December 2018

(Audited)
1,075,850
296,942 860

39,110,469

66,424,481
10,000,000
56,608,017
55,386,108
13,285,441
294,635
9,139,235

348.268.016

1,788,422

(397,411,023)

420,000,000
18,712,135
62,145,349

105,234,883

187,167,259
6,849,506
00,223,997
153,227,956
573,002
499,861
4,491,552

443,033,133

NOTE 30 June 2019
ASSETS (Unaudited)
Properly and egquipment 5 883,952
Investments propertics 6 296,630,265
Investments designated at fair value through
other comprehisive income (FVTOCI) 7 (a) 33,919,174
Investments designated at fair value through
profit and loss (FVTPL) 7(b) 40,294,333
Statutory deposit 4,150,011
Premium and insurance balan.cs receivables 53,265,101
Reinsurance contract assets 10 53,385,777
Cither receivable and prepayments 11 11,812,490
Deffered acquisition cost 50,375
Cash and cash cquivalents 12 7,619,402
TOTAL ASSETS 502,010,880
EQUITY AND LTABILITIES
EQUITY ATTRIBUTAELE TO
SHAREHOLDERS' OF THE PARENT
Share premium 1,788,422
Accumulated (losses) (390,513,648)
Issued and paid up share capital 13 420,000,000
Fair value reserve 13,520,840
Statutory reserve 62,145,349
Net equity - Exhibit C 106,940,963
LIABILITIES
Borrowings from banks 14 187,138,790
End of service benefits obligation 7,265,943
Technical provisions 15 55,978,655
Insurance and other payables 16 140,599,747
Reinsurance deposit retained 134,452
Unearned reinsurance comimission 178,755
Deffered income 3,773,575
Total liabilitics 395,069,917
Total equity and liahilities 502,010,880

348,268.016

/Imirman

Head of}’inmmc N

THE ACCOMPANYING NOTES ARE AN
INTEGRAL PART OF THESE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

EXHIBIT B
CONSOLIDATED INTERIM STATEMENT OF COMPREHENSIVE INCOME FOR THE
PERIOD FROM 1 JANUARY 2019 TO 30 JUNE 2019

(AMOUNTS ARE EXPRESSED IN U AE. DIRHAMS)

Fur the peviod from  For the period from

1 Tanuwary 2019 to 1 January 2018 1o
NOTE 30 June 2019 30 June 2018
(Tnandited) {Unmudited

Profit / (loss) for the period 6,897,375 (3.435.335)
Other comprehensive {loss):
Fair value (loss) on investments al FVTOCT T (a} (5,191,295) {3,002,474)
Other comprehensive income for the period (5,191,295) (3,002,474)
Total comprehensive Gain / (loss) for the period - Exhibit C 1,706,080 (6,437,804)

THE ACCOMPANYING NOTES ARE AN INTEGRAL
INTECGRAL PART OF THESE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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AL KHAZNA INSURANCE COMPANY P.S.C

LUNITED ARAB EMIRATES

EXHIBIT D

CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS FOR T11L

PERIOD FROM L JANUARY 2019 TO 30 JUNE 2019

(AMOUNTS ARE EXPRESSED IN ULAE, DHIHAMS)

CASH FLOWS FROM OPERATING ACTIVITIES:
Profit / (lass) for the period - Exhibit B

Adjustment to reconcile net income to net

cash provided by operaling activities

Depreciation of properly and equipment

Met fair value ( Gain} / loss on investment designated at FVTPL

Realized loss on investment designated at FVTPL

Mel Tair value loss / {gain} for revaluation of investment in properties
Net income [fom investment properties

Dividends from investments in securities

Interest income

Finance cost

Impairment for doubtful receivables, net

End of service benefits obligation

Operating (loss) before working capital changes

Changes in the components of working capiial:
Deerease in deferred acquisition costs

Drecrease in other reinsurance contract asscls

{Decrease) in insurance contract liabilities

{Decrease) increase in unearned reinsurance commission
Decrease / (increase) in premium and insurance reeeivables
Decrease § (increase) in other receivables and prepaviments
{Decrease) / Increase in insurance and other pavables
{Deerease) in reinsurance deposit retained

(Decrease) / increase in differed income

Net cash ows (used in) opcrating activitics

Setllement of end of service benefit obligation

Met cash flows {used in) operatmg aclivitics

I'or the period from

I January 200149 10

30 June 2019

For the period fram

1 Jamuary ZUTE Lo

A0 June 2018

{Lnaudited) (Unzudited)

6,897,375 {3.435335)
240,176 288,602
(30,165,198) 15,247 068
219,534,730 -
312,595 (12,191.360)
(2,650,981) (3.365,775)
(5,728.86Y) (7.787.513)
(9.615) {11.647)
5,127,328 4,993,196
(10,327,329) 2.075,849
416,437 284,391
(6,353,351) (3,902,524)
244,280 [,176,47%
2.000,331 24,802,526
{34,245,342) (39,372,583)
(321,106) 103,334
13,671,145 {8,583.816)
1,472,951 (5.674,658)
(12,628,209) 6,506,908
(438,550 (464,357
(717,977} 1,039,430
(37,315,828) (24,279,171)
{37.315,828) (24,279,171}

THE ACCOMPANYING NOTES ARE AN
INTEGRAL PART OF T HESE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
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AL KHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

CONT. EXHIBIT D

CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS FOR THE

PERIOD FROM 1 JANUARY 2019 TO 30 JUNE 2019

(AMOUNTS ARL EXPRESSED TN ULAE, DIRHAMS)

CASH FLOWS I'ROM INVESTING ACTIVITIES:
Disposal of investments AVFES

Disposal of investments FVTPL

Disposal of investments properties

Decrease in deposits

Purchase ol propertly and equipment

Dividends received

Net income from investmenlt in propertics

[nterest income received

Procecd from sale ol investments designated at FVTPL
Net cash flows flom mvesting activitics

CASH FLOWS FROM FINANCING ACTIVITIES :

For the period from

Fer the periad from

I January 2019 1o
30 June 2019
Unandited

(48,278)

| Tanuacy 2018 1o
30 June 2018
{Unaudited)

8,750,014
1,735,956
17,605,000
1,858,633

Decrease in statutory deposil

{Decrease) in borrowings from banks

Finance cost

Net cash lows (used in) financing activities

NET CASH FLOWS {LSED) GENERATED DURING TIE PERIOD
Cash and cash equivalents al beginning of the period

CASH AND CASH EQUIVALENTS AT END OF TIIE PERIOD - Note 12

(26,305)
5,728,869 7,787,513
2,650,981 3,365,775
9,615 11,647
26,760,616
35,101,803 41,089,133
5,849,089
(28,469) (10,459,800
(5,127,328) (4,993,196
694,192 (15,452,996)
(1,519,833) 1,356,966
9,139,235 13,451,566
7,619.402 14,808,532

THE ACCOMPANYING NYOTES ARF AN
INTEGRAL PART OF THESE CONSOUIDATED INTERIM FINANCIAL STATEMENTS
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AL KINAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN UAF. DIRHAMS)

a)

STATUS AND ACTIVITIES

Al Khazna Insurance Company P.S.C. (the “Group™) is a public shareholding company.
The Company are incorporated in the Emirate of Abu Dhabi by virtue of the Emiri Decree
No. (4) dated 11 September 1996,

The Company’s principal activity is the writing of general insurance and re-insurance
business of all classes.
The group aperates through its head office in Abu Dhabi and branch offices in Dubai and Al

Ain. The group 15 domictled in the United Arab Emirates and its registered office address is
P.O. Box 73343, Abu Dhabi, United Arab Emiratcs.

The Company’s ordinary shares are listed on Abu Dhab Securilies Exchange.

The consolidated interim financial statements of Al Khazna Insurance Company P.8.C. (the
“Group™) for the period from 1 January 2019 to 30 June 2019 includes assets, liabilities and
the result of operations ol the following subsidiaries:

o Proportion of Countrv of o S
Name of subsidiary : g Principal activitics
ownership incorporation
To market, promote and
The Best Tenants T.IC deliver ropcrt
e 99% UAE G
' management anul

advisory services.

To market, promote and
delivery management and
advisory  services  in
respect of real estate.

Rcal Estate Acadomy
Est. (Al Alcarya 100% UAE
Acaderny) **

To markel, promote and

Al Khazna Real Estatc deliver management and

; 100% UAFE . _ ;
Lst. * advisory  services in
respect of real estate.
Modern Academy T ” busi
g gl E 3 o provide  busincss
Administrative Training 100% AL I o
LLC * management training,
o s I, To  provide  busines
IT Academy LLC * 100%, UAE prt eSS
managenent lramnmg,
Real Eslate Academy 100% UAE To  provide  business
for Training LLC # 2 o Tnanagement training,



AL KHHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

{(AMOUNTS ARE EXPRESSED IN TLAE, DIRHANS)

Name of subsidiary

Academy of Tourism
and Holidays LLC #

First Deal Real Estate
LI s

Academy for Investment
Est ¥

Under Wniting
Electronics Solutions
Est, *

Tadawel Electronics
Solutions Est. *

Tel Fast Recruitment
Apgencies LLC #

Tel Fast Manpower
Supply LLC *

Proportion of

ownership

100%%

100%,

10:0%,

100 %

100%

99%

00%%

Country of
incorporation

UAE

VAL

UAE

LAE

UAE

UAE

UAE

Principal activitics

To provide training in the
field of travel, tourism
and hotel management.

To manage investments
in real estate.

To manage investments
in real estate.

Dhata formatting,
compuler  system  and
instruments filling
sCrvices.

Software consultancy,
storing  and  retricving
data.

Emplovinent  services
recruitinent.

Labourers supply

SETVICES,

*These subsidiaries have not yet commenced operations and their irade licenses have
expired and not been renewed,
**These subsidiaries have not yet commenced operations and do not have trade licenses,

*#*Thesc subsidiarics have commenced operations but their trade licenses have expired and

not been rencwed.



AL KIHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLTDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN 1LAE. DIRIIAMS)

ADOPTION OF NEW AND REVISED INTERNATIONAL FINANCIAL
REPORTING STANDARDS (TFRSs)

In the current perind, the group has adopted the new and revised International linancial
Reporting Standards (IFRSs) including the International Accounting Standards (IASs) and
their interpretations that are relevant to its operations and effective for annual reporting
periods beginning on | January 2019,

MRS 9 - Financial Insirumenis

A final version of 1I'RS 9 has been issued which replaces 1AS 39 Financial Insiruments:
Recognition and  Measuremeni,  The completed  standard  comprises  guidance on
Classification and Measurement, Impairment, Hedge Accounting and Derecognition.

LIRS 9 introduees a new approach to the classification of financial assets, which is driven by
the business model in which the asset is held and its cash flow characteristics.

A new busimess model approach was introduced which allows certain financial assets to be
calegorized as “fair value through other comprehensive income” in certain circumstances,

The requirements for financial lHabilities are mostly carried forward unchanged from IAS 39.
However, some changes were made to the fair valuc option for financial liabilities to address
the issuc of own credit risk.

The new standard introduces a single “expected credit loss” impairment model for the
measurement of financial asscts.

RS 9 carries forward the derecognition requirements of financial assets and liabilities from
IAS 39,

1. fFRS 15 - Revenue from Contracits with Customers

TFRS 15 - Revenue from conlracts with customers replaces [AS 18 which covers contracts
for goods and services and IAS 11 which covers construction contracts.

The new standard is based on the principle that revenue is recognized when control of a
good or service transfers to a customer — so the notion of control replaces the existing notion
of risks and rewards.

A new five-siep process must be applied before revenue can be recognized: 1) Identily
contracts with customers; 2) Identify the separate performance obligation; 3) Determine the
transaction price of the contract 4) Allocate the transaction price to each of the separate
performance obligations, and 5) Recognize the revenue as each performance obligation is
satislicd.

[
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN LLAE. DIRHAMS)

Key changes (o curveni praciice are;

Any bundled goods or services thal are distinet must be separately recognized. and any
discounts or rebates on the contracl price must gencrally be allocaled to the separate
clements.

Revenue may be recognized earlier than under current standards if the consideration varics
for any reasons (such as for incentives, rebales, performance fees, rovalties. success of an
outcome ete) — minimum amounts must be recognized if they are not at significant risk of

reversal,

The point at which revenue 1s able to be recopnized may shifl: some revemue which is
currently recognized at a point in time at the end of a contract may have to be recognized
over the contract term and vice versa.

There are new specific rules on licenses, warranties, non-refundable upfront lees and,
consignment arrangements, to name a few.

Increased disclosure requirements.

LERIC 22 < Foreign Curvency Transactions and Advance Consideration

The Interpretation clarifies that, in determining the spot exchange rate to use on initial
recognition of the related asset, expense or income (or parl of it) on the derecognition of a
non-monetary assel or non-monetary liability relating to advance consideration, the date of
the transaction is the date on which an entity initially recognizes the non-monetary asset or
non-meonetary hability ansing from the advance consideration. Tf there are multiple payments
or receipts in advance, then the entity must determine a date of the transactions for each
paymenl or receipt of advance consideration, This Interpretation does not have any impact
on the group's interim financial statements.

RS T - First-time Adopion of International Financial Reporting Standards - Deletion of

shori-term exemptions jor first-time adopters

[mprovements to TFRSs 2014- 2016 Cycle, the shorl-lerm exemptions were deleted hecausc
they have now served their intended purposc. These amendments do not have any impact on
the group's interim financial statemcnts.

The following amendments to standards are effective for the current period but are irrelevant
to the group's operations:
Amendments to TAS 40 - Transfers of Investment Property.
Amendments to TFRS 4 - Applying [FRS 9 Financial Instruments with IFRS 4 Insurance
Contracts,
Amendments to IFRS 2 - Classilication and Measurcment of Share-hased Payment
Transactions.
IAS 28 - Investments in Associates and joinl Ventures - Clarification that measuring
investees at fair value through profit or loss 1s an investment-by-investment choice
improvements to IFRSs 2014- 2016 Cyele.
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AL KIHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(AMOUNTS ARE EXTRESSED IN UAE, DIRHAMS)

2

Al the date ol authorization of these interim financial statements, the following Standards

and Interpretations have been issucd bul not vet eflective ;

[FRS 16 - Leases,

LIRS 9 - Financial Instruments - amendments relating to pre-
payable financial asscts with negative compensation.

[AS 19 - Employee Benefits - amendments relating to plan
amendment, curtaibment or settlement.

[AS 28 - Investments in Associates and Joint Ventures -
amendments relaling to long term interests in associates and joint
VenLures.

Amendments 1IFRIC 23 - Uncerlainty over Income Tax 'T'reatments.

[FRS 3 - Business Combinations - amendments to definition of a

business,
IERS 17 - Insurance contracts.

Amendments to TFRS 10 and LAS 28 - Sale or contribution of
assets between an investor and its associate or joint venture.

GOING CONCERN

Effective for annual
penods beginning
on or after

1 January 2019

I January 2019

1 January 2019

1 January 2019

I January 2019

1 January 2020

1 January 2021

Indefinite

During the reporting period, the group submitted its corrective plan to insurance authority
and they are waiting the approval on it. The management decided in this corrective plan to
reduced its underwriling activities in different lines of business until it concludes on
correclive measures, which will be based on technical recommendations suggested by
management. This has resulted in a reduction in cash inflows {rom the underwriting business
and comsequently a reduction in available cash as at the end of the reporting period.



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.A.L. DIRHAMS)

b)

The Group might not be able to meet ils financial obligations for the coming 12 months if it
does not generate sufficient cash flows through the operating activities and the disposal of
additional assels,

The Financial Regulations for Insurance Companies (the *Regulations™) issued by the 1A
sets specified limils for assets distribution and allocation. Tolding inadmissible investments
or non-compliance with the set limits affeets the Group’s ability 1o meet the Regulations’
solvency requirements. The deadlines for compliance with the Regulations requirements
vary between end of January 2017 and end of January 2018. Compliance with these
requirements requires significant restructuring ol the Group’s investments portfolio based
on different milestones within the current period, with full implementation.

Due to non-compliance with regulations requirments, the group is undergoing the
suspensions of its operations from the insurance authorities.

The Group cash flows used in operating activitics amounted to AED 34,750,961 for the
period ended 30 June 2019 and its accumulated losses exceeded 50% of its share capital as
of 30 June 2019,

Management considers that the above factors present significant challenges to the group in
terms of meeting its operating and financing cash flow requirements in the loresesable
future. Whilst management has planned the below measures to  overcome thosc
circumstances, there are matenial uncertainties over future results and cash flows.

Management will rcassess, based on the corrective plan, its pricing and reinsurance stratepy
to improve the performance of the medical line of business and its pricing and expense
loadings of the motor and other lines of business. Management is also developing and
implementing a plan o review the overall cxpenses across all lines of busincss.
Management has a reasonable expectation that this Corrective Plan will enable the Group to
pgenerate profits or to al leasl reduce its losses from operating activities signilicantly,
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED TN TLAF. DIRHAMS)

- The Board has set an investiment action plan for restructuring the Group’s investinents
porifolio and for full or partial disposal of certain investments including plots of land,
and/or other quoted and nen-quoted investments to gencrate cash flows to support the
operating and financing cash flow requirements in the short and medium term as well as Lo
comply with Insurance Authority regulations requircments related to concentration and
asset allocation limits.

On 30 April 2018, the AGM passed a resolution to continue in the activity of the Company
and authorized the Board to sell investment assets, if needed, to settle the bank loan and
penerate liquidity.

These conditions indicate the existence of multiple material uncertainties that may cast
significant doubt on the group's ability to continue as a going concern and therefore that it
may be unable to realize its assets and discharge its liabilities in the normal course of
business., As a result of the mitigating measures described above, management has a
reasonable expectation that the Group has adequate plan and resources to overcome these
challenges and continue in operational existence for the foreseeable future.

This conclusion relies particularly on the Group being able to successlully implement its
Corrective Plan for the insurance busingss, non-enforcement of the temms of the loan
agreement in tespect of recovering the whole oulstanding loan balince including the
forgiven amouni and interest by the bank, release ol ongoing suspension on operation, as
well as for full or partial disposal of certain assets, so the Group can contain its losses, and
generate positive cash flows from operating and investing aclivities, For these reasons,
management continues to adopt the going concern basis of accounting in preparing the
consolidated interim interim financial statements,

In the absence of the Group’s ability to achieve management’s planned measures, the going
concern basis would be invalid and adjustments would have to be made to reduce the values
of the assets as presented in the consolidated interim infterim statement of financial position
o their recoverable amounts, to provide for further liahilities that might anse and to
reclassify non-current asscts and liabilitics as current assets and liabilitics.
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AL KHAZNA INSURANCE COMPANY P.S.C
UNTED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(ANMOUNTS ARE EXPRESSED IN U.AE, BDIRHAMS)

b,

SUMMARY O SIGNIFICANT ACCOUNTING POLICIES

Consolfidated interim  Financial Siatements Preparation framework
The consohidated interim  financial statements have been prepared in accordance with
International Financial Reporting Standards.

Consolidated fnterim Statement of compliance

The consolidated iterim financial statements have been prepared in accordance with
International Financial Reporting standards (IFRS) and applicable requirements of UAL
Federal Law No. 6 of 2007 concerning Insurance Companics and Agents.

Basis of preparation

The consolidated interim  financial statements have been prepared on the historical cost
basis, except for the measurement / revaluation of certain assets and financial instruments at
a basis other than the historical cost. The significant accounting policies are set out below.

Property and equipment
The properly and equipment are carried in the consolidated interim statement of financial
position at their cost less any accumulated depreciation and any accumulated impairment.

The depreciation charge for each period is recognized in the consolidated ntenm statement
ol profit or loss. Depreciation is calculated on a straight line basis, which reflects the pattern
m which the asset's future economic benefits are expected to be consumed by the eroup
over the estimated useful life of the assets as follows:

Category Useful life
Office cguipment and decoration 4 years
Computer equipment and accessories 4 wears
Mator vehicles 5 years

The depreciation charge for each period is recognized in the consolidated interim statement
of profit or loss. The estimated useful lives, residual values and depreciation method are
reviewed at each year-end, with the effect of any changes in estimate accounted for on a
prospective basis,
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.AE. DIRHANS)

The carrying values of property and equipment are reviewed for impaimment when events or
changes in the circumstances indicate the carrying value may not be recoverable. [f any
such indication of impairment exists, impairiments losses are caleulated in accordance with
Mot 4 (c).

On the subsequent derccognizing (sale or retirement) of the property and equipment, the
resultant gain or loss, being the difference between the net disposal proceeds, if any, and the
carrying amount, is included in the consolidated interim statement of profil or loss.

Impaiment of tangible assets

At each consolidated interim statement of financial position date, the company reviews the
carrying amounts of its tangible assets to determine whether there is any indication that
those assets have been impaired, Tf any such indication exists, the recoverable amount of
the asset is estimaled in order to determine the extent of the impainment loss, if any, being
the amount by which the carrying amount of the asset exceeds ils recoverable amount, The
recoverable amount 1s the higher of asset's fair value less costs to sell and the value in use.
The assct’s fair value is the amount for which that assel could be exchanged between
knowledgeable, willing parties in arm's length transaction. The value in use is the present
value of the future cash flows expected to be derived from the asset. An impairment loss is
recognized immediately in the consolidated interim  stalement of profit or loss, unless the
relevant asset 15 carried at a revalued amount, in which case the impairment loss s lreated
as a revaluation decrease,

Where an impairment loss subsequently reverses, the carrving amount of the asset is
decreased to the revised estimate of its recoverable amount, but the increased carrying
amount due to reversal should not be more than what the depreciated historical cost would
have been if the impairment had not been recognized in prior years, A reversal of an
impairment loss is recognized immediately in the consolidated interim statement of profit
or loss unless the relevant asset is carried at a revalued amount, in which case the reversal
of the impairnment loss 15 treated as a revaluation decrease.

Investment properties

Investment property (land or building ) is property: (a) held by the group to earn rentals, (b)
for capital appreciation rather than for use in production or supply of goods or scrvices or
for administrative purposes, or for sale in the ordinary course of business, and/or for
undetermined use. Investment property is measured inilially at its cost, including
transaction costs and revalued annually by independent evaluators.

On the subsequent derecogmition (sale or retirement) of the investment propertics, the
resultant gain or loss, being the difference between the net disposal proceeds, if any, and the

carrying amount, s included m the conselidated interim statement of profit or loss,
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERTM FINANCIAL STATEMENTS
(AMOUNTS ARE, EXPRESSED IN 1LAE. DIRHAMS)

Financial assets designated at fair value through other comprehensive income (FVTOCI)
and through profit and loss (FFTPL)

At initial recognilion, the proup can make an irrevocable election (on an instrument - by -
instrument basis) to designate investments in equity instruments as al FVTOCL
Designation al FVTOCI is not permitted if the equity investments is held lor trading.

The classification depends on the natwre and purpose of the financial assets and is
determined at the time of initial recogmtion.

[nvestments in eguity instruments at FVTOCI are initially measured at fair value plus
transaction costs. Subseguently, these are measured at fair value with gains and losses
arising from changes in fair value recognized in other consolidated interim comprehensive
income and accumulated in the investments revaluation reserve,

Financial assets are classified as FVTPL when they are held for trading which means they
have been acquired principally for the purpose of selling in the near future. Financial assets
of FVTPL are stated at their fair value, subsequent gains and losses arising from changes in
fair value are recognized i consolidated interim  statement of profit or loss,

Impairment of financial asscts

Financial assets, other than those at FVTPL, are assessed [or indicators of impairment at the
end of each year. For financial assets carried al amortized cosl, the amount of the
impairment is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the original ellective interesl rate. The carrving
amount of the financial assct is reduced by the impairment loss directly for all finaneial
assets.

With the exception of financial asscts designated at fair value through other comprehensive
income (FVTOCI), if, in a subsequent vear, the amount of the impairment loss decreases
duc to an event occuring afler the impairment was recognized, the previously recognized
impairment loss is reversed through profit or Joss to the extent that the carrying amount of
the investments at the date the impairment is reversed does not exceed what the amertized
cost would have been had the impaitment not been recognized.

[n respect of financial assels designated at fair value through conselidated interim  other
comprehensive income (FVTOCT), any increase / decrease will be recognized in profit and
Inss. Any increase in fair value subsequent to an impairment loss is recognized in other
consolidated interim comprehensive meome.



AL KHAZNA INSURANCE COMPANY P.5S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARF EXPRESSED IN UAE, DIEHANS)

Financial assets

Financial assets are classified into the following specified categories: hnancial assets
designated at fair value through other comprehensive income (FYTOCT), financial assets
designated at fair value through profit or loss (FVTPL), financial assets designated at
amortized cost, 'loans and rcceivables and cash and cash equivalents. The classification
depends on the nature and purpose of the financial assets and is determined at the time of
initial recognition or subscquent reclassification as the case may be,

Cash and cash equrvalents

Cash comprises unrestricted cash on hand and cash at banks - current accounts. Cash
cquivalents are short term, highly liquid investments thal are readily convertible lo known
amounts of cash and which are subject to an insignificant risk of changes n value.

Insurance receivables

Insurance receivables are stated at net realizable value, When an insurance receivable is
uncollectible, it is written off apainst the allowance account, Subsequent recoveries of
amounts previously written off arc credited against the allowance account. Changes in the
carrving amount of the allowance account are recognized in the consolidated interim
statement ol profil or loss.

1i1) Loans and recervables

[Loans and reccivables includes insurance and other receivables, Insurance receivables that
either have or do not have a fixed or determinable payments and are not quoted in an active
market, and other receivables arc stated at net realizable value, The carrving values are not
materially different from their fair values.

Slatifory reserve

Pursuant to the Company's Articles of Association, 0% of net profit for the vear lo be
withheld annually and retained in the statulory reserve account. The deduction shall be
suspended when the balance in this reserve account amounis to at least 50% ol the
company's capital and is not available for distribution {or shareholders’,



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.AK. DIRHAMS)

k.

1.

Financral liabilities

Financial liabilities includes borrowings from banks, insurance contract lizbilities and
Insurance and other payables. Insurance payables thal have fixed or determinable payments
that are not quoted in an active markel and other payables are stated at cost. The carrying
values are not materially different from their fair value.

Horrowing cosls

Borrowing costs include interest on bank borrowings, amortization of discounts or
premiums on borrowings, amortization of aneillary costs incwred in the aranpement of
bomrowings, and finance charges on finance leascs.

Borrowing costs arc expensed in the vear in which they are incurred.
Fnd of service hencfits obligation
End of service benefits obligation for emplovees 18 accounted for in accordance with

LA E. Labour Law,

Revenue recognition
Recomnition and measuremen!

Insurance contracts are classified into two main categories, depending on the duration of
risk and whether or not the terms and constitutions are lixed.

These contracls are casually and property insurance contracts,

Casualty Insurance contracts protects the company's customers against the risk of causing
larm to third parties as a result of their lepitimate activities. Damages covered include both
contractual and non contractual events. The typical prolection offered 15 designed lor
employers who become legally liable to pay compensation to injured employees (emplovers
liability) and for individual and business customers who become lable to pay compensation
ta a third party for bodily harm or property damage {public liability).

Property insurance contracts mainly compensate the company's customers for damage
suffered to their properties or for the value of property lost. Customers who underlake
commercial activities on their premises could also receive compensation for the loss of
carnings causcd by the inability to use the nsured properties in their business activities
{busincss interruption cover).
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AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.A.E. DIRHAMS)

For all these insurance contracts, premium are recognized as revenue (camed premiums)
proportionally over the year of coverage, The portion of premium received on in force
contracts that relates to unexpired risks at the consolidated interim financial position date is
reported as the unearmed premiwm liability.

Claims and loss adjustments cxpenses are charged 1o profit or loss as incurred based on the
estimated liability for compensation owed Lo contracts holders or third partics damaged by
the contracts holdcrs.

Contracls entered into by the company with reinsurcrs under which the company is
compensated for losses on one or more contracts issued by the company and that meet the
classification requirements of reinsurance contracts arc classified as re-insurance contracts
held. Contracts that do not meet these classification requirements are classified as financial
assets, Insurance contracts entered into by the company under which the contract holder is
another insurer are included with insurance contracts. The benefils to which the company is
entitled under its re - insurance contract held is recognized as re-insurance contract assets.
The company assesses its re-insurance contract asscts for impairment on a regular basis. 11
there is objective evidence that the re-insurance contract asset is impaired, the group
reduces the carrving amount of the re -insurance conlract assets to its recoverable amount
and recognizes that impairment loss in the profit or loss. Amounts recoverable from or due
to reinsurers arc measurcd consistently with the amounts associated with the reinsured
insurance contracts and in accordance with the terms of each reinsurance contract.

Insurance contract fiabilitics

Insurance contract liabilitics towards outstanding claims are made for all claims intimated
to the company and still unpaid at the end of the reporting vear, in addition to claims
incurred but not reported. The unearned premium considered in the insurance contract
liabilities comprise the estimated proportion of the gross premiums written which relates to
the years of insurance subscquent Lo the financial position date and is cstimated using the
time proportionate method. The uneamed premium caleulated using the 3635 days method to
spread the premium written proportionally over the year of coverage for all lines of
business, cxcept for marine cargo, which is caleulated as 25% of gross writlen premium and
for engincering which is caleulated on daily inereasing basis over the term of the policy.



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARL EXPRESSED IN 1.AE, DIRHAMS)

The re-insurers’ portion towards the above outstanding claims, claims incurred but noi
reported and uncarncd premium is classilied as re-insurance comtract assets in the
consohidated interim financial statements.

Provision for the premium which represent the portion of the premium subsequent 1o the
consolidated interim [inancial statement date and where the premium is expected to be
insufficient to cover anlicipated claims, have been considered under the unexpired risk
reserves ("URR") and booked under allocated and unallocated loss adjustments in the
comsolidated interim stalement of profit or loss.

Salvage and subrogation reimburscments
Estimales ol salvage and subrogation reimbursements are considered as an allowance in the
measurement of the insurance liability for claima.

Recervables and pavabies related to insurance contfracts
Receivables and payables are recognized when due. These include amounts due to and
from agents, brokers and insurance contract holders.

If there is objective evidence that the insurance receivable is impaired, the company reduces
the carrying amount of the insurance receivable accordingly and recognizes that impairment
loss in profit or loss.

Inicrest imcome
Interest income from fixed deposits are accrued on a time basis, by reference to the
principal outstanding and at the interest rate applicable,

Foreigm currencies

The consolidated interim financial stalements are presented in the UAE Dirhams (AED)
which is the group's functional currency. In preparing the financial statements, transactions
in currencics other than the group's functional currency (forcign currencies) are recorded at
the rates of exchange prevailing at the dates of the transactions. At each consolidated
interim  statement of financial position date, monetary items denominated in foreipn
currencics are retranslated at the rates prevailing at the consolidated interim statement of
financial position date (closing rate). Non-menetary items that are measured in terms of
historical cosl in a foreign currency are translated using the exchange rate at the date of the
transaction. Non-monetary itcms thal are measured at fair value in forcign curmency arc
translated using the exchange rates at the date when the fair value was determined,
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AL KITAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
{AMOUNTS ARE EXPRESSED IN U AE. DIRHAMS)

p-

Exchange differences arising on the setflement of monctary ilems or on translating
monctary items at rates different from those at which they were translated on initial
recognition during the year or in previous consolidated interim financial statements shall
be recognized in the statement of income in the year in which they arise.

Contingent labilities
Caontingent liabilities are possible obligations depending on whether some uncertain fulure
cvents occur, or they are present ebligations but payments are not probable or the amounts
cannot be measured reliably.

. Critical accounting judgmenis and key sources of estimation uncertainty

The estimates and underlying assumptions are reviewed on an engoing basis, Revisions to
accounting estimates are recognized in the year in which the estimate is revised il the
revision affects only that year, or in the year of the revision and future vears if the revision
affects both current and future vears.

The witimate lability arising from claims made under insurance contracts

The estimation of ultimate liability arising from the claims made under insurance contracts
15 the company’s most critical accounting estimate. There are sources of uncertainty that
need 1o be considered in the estimale of the liability that the company will eventually pay
for such claims. Estimates have to be made at the end of the reporting year both of the
expected ultimate cost of claims reported as well as the expected ultimate cost of claims
incurred but not reparted ("IBNR"). Liabilities for unpaid reported claims are estimated
using the input of assessments for individual cases reported to the company and
management estimates based on past claims settlement trends for the claims incurred but
not reported. At the end of each reporting vear, prior year claims estimates are reasscssed
for adequacy and changes are made to the provision.

Provision for the premium which represent the portion of the premium subsequent to the
financial statement date and where the promium is expected to be insulficient to cover
anticipated claims, have been considered under the unexpired risk reserves ("URR") and
hooked under allocaled and unallocated loss adjustments in the consolidated interim
statement of profit or Toss.
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AL KHAZNA INSURANCE COMPANY P.S.C
UINITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULAF. DIRIAMS)

1)

i)

Liahility adequacy test

Al the end of each reporting year, liability adequacy tests are performed to cnsure the
adequacy of insuranee contract labilities. The company makes use of the best estimates ol
future contractual cash [Nows and claims handling and administration expenses, as well as
mvestments income {rom the assets backing such liabilities in evaluating the adequacy of
the liability. Any deliciency is immediately charged to the profit or loss.

Provision for doubtful debts

Management has estimated the recoverability of trade receivables and has considered the
provision required for doubtiul receivables, on the basis of prior experience and current
economic situations,

g
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AL KHAZNA INSURANCE COMPANY P.S.C
PUBLIC JOINT STOCK
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.AL. DIRHAMS)

0. INVESTMENT PROPERTIES
a) This item consists of the following :

Land Buildings T'otal
A1 January 2018 (Andited) 152,632,360 144,110,500 296,942,360
Revaluation 1,339,405 _ (1,652,000) (312,595)
A Jume  200% - Exhibic A e g 3
inendiucds 154,171,765 142,458,500 296,630,265

b) i} Tnvestment propertics represent the fair value of plots of lands valued of AED 154.1 million
and buildings valued of AED 142.45 million owned by the group in Abu Dhabi and
Mussaffah.

i1) Within mvestment properties are two plots of land with a carrving value of AED 89.5 million
as of 30 June 2019 (31 December 2018 : AED 90.4 million) whose title were not transferred
to the name of the group, pending the scttlement of the last installments which are linked to
the completion of the group’s development works on these plots.

¢) The fair value of the investment properties as of 30 Junc 2019 has been arrived al on the basis
of independent valuations carried out by two valuers that are not related to the Group. The
valuers arc members of the Roval Institute of Surveyors, and have appropriate qualifications
and recent experience in the valuation of properties in the relevant locations.

d) A building with a carrying value of AED 142.4 million as of 30 June 2019 is morigaged in
favour of First Abu Dhabi Bank against the bank loan.



AL KHAZNA INSURANCE COMPANY P.S.C

PUBLIC JOINT STOCK

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN TLAE. DIRIIAMS)

7.
a)

INVESTMENTS IN FINANCIAL ASSETS

1) This item consists of the following:

Unguoted UAFE equity sccuritics
Quoted UAE equity sccurities
Total - Exhibit A

30 Junpe 2079

31 December 201§

{(Unaudited) [Auditedy
33,074,000 39,110,469
845,174
33,919,174 39,110,469

11} Changes in investments designated at fair value through other comprehensive income

(FVTOCL) for the period / vear are as follows:

Fair value at 1 January

Disposals
Written off

Transferred to FVTPL

(Decrease) in fair value taken

to ather comprehinsive income - Exhibit B
Fair value as at 30 June / 31 December -

Exhibit A

30 June 2019

(Unaudited)
39,110,469

{Audited)
60,086,539
(8.802,757)
(3,112, 789)

(5,870.854)
(5,191,295) (3.189,670)
33,919,174 39,110,469

b} INVESTMENTS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS (FVTPL)

1) Changes in investments designated at fair value through profit or loss (FVTPL) for the periad
{ year are as follows:

Fair value at the beginning of the year
Proceeds on disposals
Realized (loss) /gain on disposals

writlen of T

Translerred from FVTOC!

{Decrease) in fair value taken to

profit or loss - Note 18

FFair value as at 30 June / 31 December -

Exhibit A

30 June 2019

{Unavdited)
66,424,481
(26,760,616)
(29,534,730)

30,165,198

1 December 2018
(Audited}
§2,921,862
(13,239,972)
4,018,841
(4,100,500
5,870,854

(9,0406,604)

40,294,333

66,424 48 |

i) the geographical distribution for the investments in financial assets is as follows:

Within UAE
Oulside TJAE

Total - Note 7 (a & b)

31

3 December 2018

{(Unandited {Audited)
73,368,333 104,798,888
845,174 736,062
74,213,507 105,534,950




AL KHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN U AL, DIRHAMS)

1) Certain investments classified as PV TOCI which are measured in these consolidated interim
financial statements at AED 39 million by reference to a fair valuation that is based on prior
year finaneial information due to the lack of recent financial information.

b)

c)

STATUTORY DEFOSIT

In accordance with the requirement of Federal Law No. 6 of 2007, concerning Insurance
Companics and Agents, the company maintaing a bank deposit amounting to AED 10,000,000
which cannot be utilized without the consent of the UAE Insurance Regulatory Authority,

b} The balance of statutory deposit is as the following:

At ] January
Settelment of claims during the period
Net - Exhibit A

30 June 2014

{Unaundited) CAndited)
10,000,000 L0000, 000
(5,849,08Y) -—=

4,150,011 1000, 000

PREMIUNM AND INSURANCE BALANCES RECEIVABLES

This item consists of the following:

Due from policy holders

Due from insurance and re insurance companies
Due from brokers and agencics

Total - Note 9 (h)

Provision for impairment of receivables - Note 9 (¢ )
Met - Exhibit A

The ageing for the trade reccivables 1s as the following:

1 - 30 days
31 - 90 days
91 - 120 days

120 - 365 days
More than 366 days
Total - Note 9 (a)

Provision for impairment of receivables: -
This item consists of the following :

At 1 January

Charge for the period / year - Note 17

Release of provision - Note 18

Balance at 30 June / 31 December - Note 9 (a)

Led
]

30 June 2019

31 December 2018

{Unaudited) {Audited)
28,223,201 44,327,733
20,304,673 18,944,527
17.013,269 15,940,028
65,541,143 79,212,288

{12,276,042) (22.603,371)
53,265,101 536,605,917

30 June 2019 A1 December 2014

(Unaudiied) {Audited)

531,837 4,002,247
965,760 12,948,631
1,932,365 796,272
508,838 13,642.234
61,512,343 47,822,004
65,541,143 9212288

30 June 2019

31 December 2014

(Unaudited) (Audited)
(22,603,371) (26,918,396)
(971,305)
11,327,329 5,286,330
(12,276,042) {32.(:{13:3? _J.l




AL KITAZNA INSURANCE COMPANY P'.5.C

UNITED ARAB EMIRATIOS

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN ULALE, DIRHAMNS)

L)

11z

I

REINSURANCE CONTRACT ASSETS

This item conststs of the following:

Unearned premium reserve

Claims under settlement reserve

Claims meurred bul not reported rescrve
Total - Exhibit A

OTHER RECEIVABLES AND PREPAYMENTS
This item consists of the following:

Deposits and other reccivables

Provision Tor impairment of other receivables - Note L1 (b)
Rent receivables

Prepaid expenses

Value added tax - receivables

Net - Exhibit A

Provision for impairment of ather receivables
This item consists of the following:

Balance at 1 January
Balance at 30 June- Note 11 (a)

CASH AND CASH EQUIVALENTS
This item consists of the following:

Cash on hand
Cash al banks - current accounts
Total - Exhibit A & D

M June 2019

31 Decemboer 20108

{Unaudited) { Audited)
1,986,794 8,041,585
44,956,205 48,034,089
6,442 778 {HED 5366)
53,385,777 55,386,108

30 June 2019

{(Unaudited) i Audited)
14,414,320 14,180,284
(10,189,993) {(10,189.993)
4,900 335 6,800,852
1.363,366 1,414,857
1,225,462 1,079,441
11,812,490 13,285,441

A0 June 2019

il Deceinher 2018

{Unaudited) CAudited )
(10,189,993) (10,189,993)
{10,189,993) (10,189,993)

30 June 2019

31 December 2008

{Unaudited) {Auditad)
84,200 84 200
7,535,202 9,055,035
T.610.402 9,139,235




AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.A.E. DIRHAMS)

13
)

b)

i)

ISSUED AND PAID UP SHARE CAPITAL

This item consists of the following: 30 June 2019 31 December 2018
{Enaundited) {Audited)

Authorized:

420,000,000 shares of AED 1 each 420,000,000 420,000,000

Allotted, issued and fully paid
420,000,000 shares of AED 1 each 420,000,000 420,000,000

In Extraordinary General Meeting on 22 December 2013 the sharcholders approved Lo increase
the share capilal of the company by AED 200,000,000, The group did not starl the process to
oblain the necessary approvals from concerned authoritics for capital increase. Moreover, the
shareholders have requested the issue of bonus shares up to the maximum amount.

BANK BORROWINGS

This item consists of the following: Current Non-current Total
Term loan 54,367,127 85,572,876 139,940,003
Bank overdrall 47,198,787 - 47,198,787
As at 30 June 2019 - Exhibit A
- - ’

(Unandited) 101,565,914 85,572,876 187,138,790
Term loan 37099680 117,340,322 154,940,002
Bank overdrafl 32,227,257 aites 3T AFT57
As at 2] December 2018 - Fxhibit A (Andited) 09,326 4937 117,840,322 187,167,259

Termloan :

Term loan from First Abu Dhaln Bank represents the restructured agreement with the bank to
restructure the Group's previous loan to total amount of AED 227.1 million {net of a lorgiven
amount of AED 324 million, which is subject to the terms and conditions) as full and final
settlement of the previous loan, The terms of the new loan are as follows:

Interest rate: 3 months EIBOR + 1.5% per annum (subject to minimum rate of 4.75% per
AT

Down payment of AED 22.76 million;

Lst year payment: AED 20 million (semi-annual payments of AED [0 million);

2nd vear till 5th vear: AED 120 million {semi — annual payments of AED 15 million); and

6Lh vear: AED 64.94 million (semi — annual payvments of AED 32,47 million).



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED TN I1A.E. DIRIAMS)

16.

The above stated forgiven amount of AED 39.4 million is subjeet to the compliance with the
payment schedule for both the prineipal and interest amounts.

The group has provided First Abu Dhabi Bank with a primary mortgage over AKIC Tower,
classified under investment properties, fair valued at AED 1424 million (31 December 2018 ¢
AED 1441 million).

During last year, the group has defaulled in the repayment of onc of its loan installment. As per
one of the covenant of the loan agreement the whole amount of the outstanding loan becomes
immediately payable along with the previously forgiven amount of AED 39.4 million (plus
interest) in the event of default of any repayment.

The bank has opened a bank overdraft facilily in the name of the group for the repayment of the
due installments on which the group defaulied during the period. The outstanding overdraft
balance as at 30 June 2019 amounted to AED 47,198,787 (31 December 2018: AED

32,227,257).

TECHNICAL PROVISIONS

This item consists of the following: 30 June 2019 31 December 2018
(Unaudited) CAudited)
Unearned premiums reserve 2,696,297 18,041,859
Claims under settlement reserve 44,087,519 55,581,153
Claims incurred but reporled reserve 7,133,837 11,871,994
Un allocated loss adjustment expenses rescrve 2,061,002 2,843,005
LLR.R reserve ———- 1.885,086
Total - Exhibit A 55,978,655 90,223,997
INSURANCE AND OTHER PAYABLLS 30 June 2019 31 December 20158
This item consists of the following: (Linaudited) {Audited)
Pavable to policy holders 47,727,890 49.461,750
Payable to insurance companies 42,485,632 40,187.816
Payable to brokers / agents 2,357,050 15,103,903
Dividends payable 18,033,269 18,033,546
Accruals and other payables 23599472 23,948 403
Valuc added tax - pavable 6,396,434 6,492,442
Total - Exhibit A 140,599,747 [ 53,227,956

35



AL KHAZNA INSURANCE COMPANY P.S.C

UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS

(AMOUNTS ARE EXPRESSED IN ULAL, DIRHAMS)

L7

18,

OPERATING EXPENSES
This item consists of the following :

Salanes and related benefits

Rent expenses

Depreciation on properly and equipment - Note 5
Fees and license

Doubttul debls expenses (net) - Note 9 (¢)
Value added tax - expenses

Other general expenses
Taotal - Exhibit B

INCOME FROM INVESTMENT
This item consists of the following :

Mot fair value gain / (loss) on investments at FVTTL - Note 7 (b)
[hvidends from investments in securities

Interest on term deposits

(Loss) from sale of AFS

Nel meome from investment properlies

(Loss) from sale of investments properties

(Loss) /pain from revaluation of investments properlies
Realized (loss) / gain from sale of investment FVTPL
[mparment for receivables written back - Note 9 ( ¢ )
Other {loss)

Net - Exhibit B

(LOSS)} PER ORDINARY SHARE
This item consists of the following:

Profit/ (loss) for the period
Weighted number of shares in issue
throughout the period

Basic (loss) per share - Exhibit B

For the period from

1 January 2019 Lo

30 June 2019 30 June 2018

{Unaudited) {Unaudited)
11,128,062 11,730,987
1,203,176 1,142,909
240,176 258,602
239011 456,870
——— 24308
5,559,531 1,378,128
1,998,147 1,727,560
20,368,103 16,749 364

For the perind from

For the period from

1 Januwary 2019 to

1 January 2018 1o

0 June 2019 30 Jupe 2018

(Unaundited) (Unaudited)
30,165,198 (15,247,068)
5,728,869 7,787,513
0615 11,647
e {603,189
2,650,981 3,365,775
—— (254,276)
(312.595) 12,191,360
(29,534,730 2,551,759
10,327 320 s
(1,933,762) (155,053)
- 17.100.905 Q648 468

For the period from

For the pericd from

1 January 2019 to

1 January 2018 10

30 June 20149

30 June 2018

(Unaudited) {Unoudited)
6,897.375 (3,435335)
420,000,000 42[].{_3@{}:{7'{3(_]
(L0164 (00082




AL KITAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ULAE. DIRTIAMS)

RISK MANAGEMENT

The group momitors and manages the financial risks relating to its busincss and operations,
These risks include insurance risk, capital risk, credit risk, interest rate risk, market risk, foreign

currency risk and liquidity risk.

The group secks Lo mimimize the effects of these risks by diversifying the sources of its capital.
It maintains Umely reports about its risk manapement [unction and monitors risks and policies
mmplemented to mitigate risk exposures.

a) (msurance risk
The risk under any one insurance contract is the possibilily thal the insured event occurs
and the uncertainly of the amount of the resulting claim. By the nature of an insurance
contract, this risk 15 random and therefore unpredictable.

For a portfolio of insurance contracts where the theory of probability is applied to pricing
and provisioning, the principal risk thal 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 oeccur 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 period to period from the estimate established using
statistical techniques.

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

The group manages risks through its underwriting stralegy. 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 are in place to enforce appropriate risk selection

criteria.



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN L.AE, DIRILAMS)

b} Capital visk

c)

The group's ohjectives when managing capital are :

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

To sateguard the company's ability to continue as a going coneern so that it can continue to
provide retums for shareholders and benefits for other stakeholders,

To provide an adeguate return to sharcholders by pricing  insurancc coniracts
commensurately with the level of risk.

In UAE, the local insurance regulator speeifies the minimum amount and type of capital
thal must be held by the company in rclation to its insurance liabilities. The minimum
required capital (presented in the table below) must be maintained at all times throughout
the period.  The company is subject to local insurance solvency regulations with which 11
has complied with during the period.

The table below summarizes the minimum regulatory capital of the group and the total
capital held.

3 June 2019 31 Trecember 2018

(Unaudited) [ Audited)
Tolal shareholders' eguity 106,940,963 105,234,883
Minimum regulatory capital 100,000,000 100,000,000

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

Key arcas where the group is exposed to credit risk are

Re-insurers' share ol insurance liabilities.

Amounts due from reinsurers in respect of claims already paid.
Amounts due from insurance contract holders.

Amounts due from insurance inlermediaries (Note 9),

Amounts due from banks [or its balances and fixed deposits (Note 11).

The group has adopled a policy of only dealing with creditworthy counterparties as a means
of mitigating the risk of financial loss from defaults. The group's exposure and the credit
ratings of s counterparties are continuously monitored and the aggregate value of
transactions concluded is spread amongst approved counlerparties. Credit cxposure is
controlled by counter party limits thal arc reviewed and approved by the management
annually,



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXIRESSED IN U.A.F. DTRTIAMS)

d)

)

o)

Re-msurance is used to manage insurance risk. This does not, however, discharge the
company's liability as primary insurer. 1f'a re-insurer fails to pay a claim for any reason. the
company remains liable for the paviment to the policy holder. The ereditworthiness of re-
msurers is considered on an annual basis by reviewing their financial strength prior 1o
finalization of any contract,

The group maintains record of the payinent 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 offsel where counterparties are hath
debtors and creditors of the company. Management information reported to the group
includes details of provisions for impairment on insurance receivables and subsequent warite
offs . Exposures to individual policy holders and groups of policy holders are collected
within the ongoing monitoring of the controls, Where there exists significant exposure to
mdividual policy holders, or homogenous groups of policy holders, a financial analysis
equivalent to that conducted for re-insurers is carried out by the group.

The carrying amount of financial asscls recorded in the consolidated interim  financial
statements, which 1s net of impairment losses, represents the group's maximum exposure to
credit risk for such receivables and liquid funds.

Intevest rate visk

Interest rate risk 15 the nisk that the value ol a financial instrument will fluctuate due to
changes in markel interest rate. The group is exposed to interest rate risk on financial assels
and borrowings from banks. The interest rates are subject to periodic revisions.

Market risk

Market prices risk 1s the risk that the value of a financial instrument will fluctuate as a
result of changes in market prices, whether those changes arc caused by factors specific to
the individual instrument or its issue or factors affecting all instruments traded in the
markel.

The group is exposed 1o market risk with respect to its investments in financial assets
availeble for sale, nvestments desipnated at fair value through profit or loss and
inwvestments properties.

Foreign curvency visk
The group undertakes certain transactions denominated in foreign currencies, which
mposes sort of risk due to fluctuations in exchange rates during the period. The UAE
Dirham 1s effectively pegged to the US Daollar, thus foreign currency risk oceurs onlv in
respect of other currencies. The group maintains policies and procedures 1o manage the
exchange rate risk exposure.
Liguidity risk
The group's board of directors adopted an appropriate liquidity risk management framework
as the responsihility of liquidity risk management rests with them.

39



AL KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRATES

NOTES TO CONSOLIDATED INTERTM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN ILAE. DIRHAMS)

The following table shows the maturity dates of proup's financial assets and liabilitics as at 30

June 20119 (Unandited).

Financial assets than 1 year than 1 vear Total
[nvestments designated at (FVTOCI) ———- 33919174 33,919,174
Investments designated at (I'VTPL) 40,294,333 e 40,294_333
Statutory deposit e 4,150,011 4,150,011
Premium and insurance

halances receivahles 53.205.101 e 53,205,101
Reinsurance shares of claims

under settlement rescrve 44,956,205 - 44,956,205
Other receivable and prepayiments 20,639,117 - 20,639,117
Cash and cash equivalents 7,619,402 - 7.619,402
Totul 166,774,158 38,060,185 204,843,343
Financial fabilities

Claims under settlemenl reserve 44,087,519 —em- 44,087,519
Insurance and other payahles 140,599,747 e 140,599,747
Borrowings from hanks 101,565,014 B35,572.876 187,138,790
End of service benefits obligation ——- 7,265,943 7,265,943
Total 286,253,180 02,838,819 379,091,999

The following table shows the maturity dates of group's (inancial asscts and liabilities as at 31

December 2018 (Audited).

Financial asseis than 1 year than 1 vear Total
Investments designated at (FVTOCI) --m- 39,110,460 39,110,469
Investments designated at (FVTPL) 06,424 481 == 06.424 481
Statutory depuosit =1 10,000,000 10,000, 000
Premium and insurance

balances receivables 50,608,917 - S56,008.917
Reinsurance shares of claims

under settlement reserve 48,034,089 —man 48,034 (189
Other receivable and prepaviments 22,060,577 e 22,060,577
Cash and cash equivalents 9,139,235 o 0,139,235
Total 202,267,209 49 110,469 251,377,768
Financial liabilities

Claims vnder selllement rescrve 55,581,153 - 55.581,153

[nsurance and other pavahles 153,227,956
Borrowings from banks (9,326,937
End of service benefits obligation ---

117,440,322
6,549,506

153,227,956
187,167,259
(.849 506

Total 278,136,046

124,689,824

402,825 874

40
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Al KHAZNA INSURANCE COMPANY P.S.C
UNITED ARAB EMIRA'TES

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS
(AMOUNTS ARE EXPRESSED IN U.AE. DIRIIAMS)
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24

CONTINGENT LIABILITIES

This item consists of the following: 30 June 2019 31 December 2014

(Unaudited) {Audited)
Letters of guarantee 2,068,600 0,197,920
GENERAL

The figures in the consolidated interim financial statements are rounded to the nearest Dirham
of United Arab Emiratcs.

APPROVAL OF FINANCIAL STATEMENTS

The consolidated interim financial statements were approved by the Board of Directors and
authorized for issue.



