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Al-Sagr National Insurance Company (Public Shareholding Company)

Directors’ Report

The Directors have pleasure in presenting their report together with the audited financial statements of Al-
Sagr National Insurance Company (Public Shareholding Company); for the year ended 31 December 2022,

Financial Highlights

The Company has reported a premium of AED 633.7 million for year ended 31 December 2022 compared
to AED 5004 million for the corresponding prior year, The Company has reported an underwriting profit
of AED 17.1 million for the year ended 31 December 2022 compared to underwriting loss of AED 7.3 million
for the corresponding prior year. the Company reported for the year ended 2022 a net loss of AED 494
million compared to a net loss of AED 62.9 million in 2021 .

Directors:-
Mr, Majid Abdulla Al Sari Chairman
Mr. Khalid Abdulla Omran Tariam Vice Chairman
Mr. Ayman Mohd Yusri Al Dweik Director
Mr. Mohamed Ali Al Sari Director
Mr. Abdel Muhsen Jaber Director & CEO
Auditors:-

Grant Thornton were appointed as auditors of the Al Sagr National Insurance Company for the year 2022
at the Annual General Meeting held on 21/04/2022

For and on behalf of the boa;_d- e

Abdel Muhsen Jaber
Director & CEO
06/03,/2023
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Independent Auditor’s Report
To the Shateholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Al-Sagr National Insurance Company (PSC) (the “Company”),
which comprise the statement of financial position as at 31 December 2022, the statement of

comprehensive income, statement of changes in equity, statement of cash flows for the year then ended,
and notes to the financial statements, including 2 summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of
the Company as at 31 December 2022, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Repotting Standatds (IFRSs).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with International Ethics
Standards Boatd for Accountant’s Code of Ethics for Professional Acconntants (IESBA Code), and we have
fulfilled our other ethical responsibilities in accordance with the requitements of IESBA Code. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for out opinion.

Emphasis of Matter

We draw attention to note 27 to the financial information which states that the Company did not meet the
Minimurn Capital Requitements of AED 100 million and that the Company’s ability to comply with the
solvency requirements depends on the effective implementation of the business plan submitted to the
Central Bank of UAE. This indicates that a material uncettainty exists that may cast significant doubt on
the Company’s ability to continue as a going concern. Our opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, wete of most significance in out
audit of the financial statements of the cutrent year. These mattets wete addressed in the context of our
audit of the financial statements as a whole, and in forming out opinion thereon, and we do not provide a
separate opinion on these matters. For each matter on the next page, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Awuditor's Responsibilities for the Andit of the Financial
Statements section of our report, including in relation to these matters. Accotdingly, our audit included the
performance of procedures designed to respond to our assessment of the risks of material misstatement of
the financial statements. The results of our audit procedures, including the procedures performed to address
the matters on the next page, provide the basis for our audit opinion on the accompanying financial

statements.

© 2023 Grant Thornton UAE - All rights reserved. Grant Thornton UAE represents all legal licenses under which Grant Thornton A!.Idit an{:l Ac:ountjng grantthornton.ae
Limited Corporation, A British Virgin Islands (“BVI”) registered Branch, operate in the UAE. These licenses include the Abu D habi, Dubai and Sharjah

based branches — Grant Thornton Audit and Accounting Limited — registered with the Abu Dhabi Global Market - Grant Thornton Audit and Accounting

Limited Corporation BV| — registered with the Dubai Financial Services Authority.

“Grant Thornton” refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients

and/or refers to one or more member firms, as the context requires. GTIL and the member firms are not a worldwide partnership. GTIL and each

member firm is a separate legal entity, Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member

firms are not agents of, and do not obligate, one another and are not liable for one another’s acts or omissions.
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

i)

if)

Valuation of technical provisions

The estimation of liabilities atising from. insurance contracts such as uneamed premium teserve,
outstanding claims reserve, incutred but not reported resetve, unexpired risk reserve, unallocated loss
adjustment expense reserve and mathematical resetve, as disclosed in note 11 to these financial
statements, involves a significant degree of judgement. These liabilities ate based on the pattemn of risk
distributions ovet coverage period, the best-estimated ultimate cost of all claims incurred but not settled
at a given date, whether reported or not, together with the telated claims handling costs, mortality and
persistency (including consideration of policyholder behavior). Actuatial computations have been used
to determine these provisions. Undetlying these computations are a number of explicit or implicit
assumptions relating to the expected settlement amount and settlement patterns of claims. Since the
determination of such a provision requires the expertise of an external valuation expert who incotporates
significant assumptions, judgements and estimations, the valuation of these liabilities was significant to
our audit.

We assessed management’s calculations of the technical teserves by petforming the following
procedures:

® Understood the governance process in place to determine the insurance contract liabilities;

® Tested the underlying Company data to source documentation on sample basis;

®  Evaluated competence, capabilities and objectivity of management’s actuarial specialist;

® Using our actuatial specialist team, we applied our industry knowledge and expedence, and
compared the methodology, models and assumptions used against recognised actuarial practices;
and

® Using our actuarial specialist team, we checked the mathematical accuracy of the methodology
applied on selected classes of business, particularly focusing on the largest and most uncertain

reserves.
Valuation of investment property

The Company holds investment property under the fair value model as at 31 December 2022
amounting to AED 157,931,895 (2021: AED 157,931,895), as detailed in note 9 to these financial
statements. The fair value estimate requites significant judgement and estimates by management
and independent external valuers. The Company has involved independent extetnal valuer in order
to value the investment property for the purpose of determining the fair value for inclusion in the
financial statements. The existence of significant estimation and judgement coupled with change
in valuation assumptions used could result in material change. Therefore, the valuation of this
investment property was significant to our audit.

Our procedutes in relation to management’s valuation of investment propetty included:
® Assessing the competence, capabilities, and objectivity of external valuers;

® Evaluating the accuracy and completeness of the source data used in the calculation of fair
values;

® Petforming an independent calculation by cartying out enquities with management and
independent valuer, including performing reasonableness computation by wusing publicly
available sources of information to independently corroborate the valuation performed by
management expett.
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

ii) Impairment losses on insurance receivables including third party recoveries
The Company has insurance receivables that are overdue and not impaired (as disclosed in note 11 to
these financial statements). The key associated risk is the recoverability of receivables. Management’s
related allowance for expected credit losses (ECL) is subjective and is influenced by assumptions
conceming the probability of default and probable losses in the event of default.
The work that we performed to address this key audit matter included the following procedures:
® Obtained an understanding of the Company’s process for estimating ECL and assessed the
appropriateness of ECL methodology against the requirements of IFRS 9;
e Assessed the reasonableness of managements’ key assumptions and judgements made in
determining allowance for ECL, segmenting of receivables and mactoeconomic factors;
® Traced the outstanding amounts from sample of receivables to underlying supporting
documents;
® Verified payments received from receivables post year-end for the sample; and
® Considered the adequacy of provisions for impairment of insurance balances receivable for
significant customers, taking into account specific credit risk assessments for each customer
based on default, existence of any disputes over the balance outstanding, histoty of settlement
of receivables liabilities with the customers.
iv) Impairment assessment of investment in associates
The Company holds investment in associates as at 31 December 2022, as disclosed in note 6 to these
financial statements. The management assesses at least annually the existence of impairment indicators
for its investment in associates. Accordingly, the processes and methodologies for assessing and
determining the recoverable amount of the investment are based on complex assumptions, in particular
with reference to identification of impairment indicators, forecast of future cashflows, long term growth
rates and discount rates applied to such cashflows. Considering the judgement required for estimating
the cashflows and the complexity of the assumptions used, this is considered as a key audit matter.
The work that we performed to address this key audit matter included the following procedures:
® Obtained an understanding of the Company’s process for assessment of impairment of
investment in associates;
® Assessed the methodology used by the management to estimate the recoverable amount of the
investment and consistency with the IFRS;
® Compated the carrying values of the investments with their respective net asset values and
market value available as at the reporting date;
e Where any indicators of impairment were expected, we obtained management valuation and
evaluated the adequacy of key assumptions such as the discount rate and growth rate; and
® FEvaluated the adequacy of the disclosutes in these financial statements.
Other information

Management is responsible for the other information. Other information consists of the information
. included in the report of Company’s Board of Directors, prior to the date of our auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express any
form of assurance conclusion thereon.
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)
Other information (continued)

In connection with our audit of the financial statements, our responsibility is to read the othet information
identified above and, in doing so, consider whether the othet information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appeats to be materially
misstated. If, based on the work we have performed on the other information that we obtained ptiot to the
date of this auditor’s report, we conclude that thete is 2 material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.

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 International Financial Reporting Standards and in compliance with the applicable
provisions of the Company’s Atticles of Association and of the UAE Federal Law No. (32) of 2021 and
the UAE Federal Law No. (6) of 2007 and for such intetnal control as management determines is necessary
to enable the prepatation of financial statements that ate 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 concetn, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company ot to cease
operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.
Auditor’s Responsibilities for The Audit of The Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or etror, 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 matetial misstatement when it exists. Misstatements can atise
from fraud or error and ate 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 ISAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

® Identify and assess the risks of matetial misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures tesponsive to those risks, and obtain audit evidence
that is sufficient and approptiate to provide a basis for out opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, mistepresentations, or the ovetride of internal control,

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

® Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)
Auditor’s Responsibilities for The Audit of The Financial Statements (continued)

® Conclude on the appropriateness of management’s use of the going concetn 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 2 material uncertainty exists, we are required to draw attention in our auditor’s repott
to the related disclosutes in the financial statements or, if such disclosures are inadequate, to modify
out opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
tepott. However, future events or conditions may cause the Company to cease to continue as a going
concern,

® Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the undetlying transactions and events in
a mannet that achieves fair presentation.

We communicate with those chatged 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 identfy during our audit.

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

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

Report on Other Legal and Regulatory Requirements

Further, as required by the UAE Federal Law No. (32) of 2021, we report that:

i) the Company has maintained proper books of account;

i)  we have obtained all the information we considered necessaty for the purposes of our audit;

iif)y  the financial statements have been ptepared and comply, in all material respects, with the applicable
provisions of the Articles of Association of the Company and the UAE Federal Law No. (32) of
2021;

iv)  the financial information included in the Board of Directots’ Repott, in so fat as it relates to these
financial statements, is consistent with the books of account of the Company;

v)  investments in shates and stocks during the year ended 31 December 2022, are disclosed in note 7
to these financial statements;

vi)  note 24 reflect material related party transactions and the terms under which they wete conducted;
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on Other Legal and Regulatoty Requirements (continued)
vi) note 2] to the financial statements reflects the social contrbutions made during the year; and

viil) based on the information that has been made available to us nothing has come to our attention which
causes us to believe that the Company has contravened during the financial year ended 31 December
2022 any of the applicable provisions of the UAE Federal Law No. (32) of 2021 or its Articles of
Association which would have a material impact on its activities or its financial position as at
31 December 2022.

Further, as tequired by the UAE Federal Law No. (6) of 2007, we report that we have obtained all the
information and explanation we considered necessary for the purpose of our audit.

F s
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\. )[}\3‘ Y1/ HolNYT0h
GRANT THORNTON

Dr. Osama El-Bakry
Registered Auditor Number: 935
Dubai, United Arab Emirates

6 March 2023



Al-Sagr National Insurance Company (PSC)

Statement of financial position
As at 31 December 2022

2022 2021
Notes AED AED
ASSETS
Property and equipment 5 80,755,588 88,521,494
Investment in associates 6 99,475,388 118,340,804
Investment in financial assets at fair value through profit or
loss (FVTPL) 7 19,404,579 15,587,696
Investment property 9 157,931,895 157,931,895
Insurance receivables 10 252,570,025 199,194,939
Reinsurer share of outstanding claims 11 127,999,394 156,949,806
Reinsurer share of incurred but not reported claims 1 21,610,944 26,313,057
Reinsurer share of unearned premium reserve 11 96,482,512 73,880,741
Reinsurer share of mathematical reserve 11 251,118 1,149,880
Deferred acquisition costs 11 40,999,833 24,212,266
Reinsurance share of unexpired risk reserve 1 - 395,922
Due from related parties 24 14,629,709 15,683,726
Other receivables and prepayments 12 16,451,686 11,119,028
Cash and bank balances 13 207,941,277 192,309,830
TOTAL ASSETS 1,136,503,948 1,081,591,084
EQUITY AND LIABILITIES
EQUITY
Share capital 14 230,000,000 230,000,000
Statutory reserve 15 70,203,206 70,203,200
General reserve 16 - 20,000,000
Reinsurance reserve 16 2,751,401 1,612,577
Accumulated losses (96,596,057) (66,011,660)
TOTAL EQUITY 206,358,550 255,804,123
LIABILITIES
Provision for employees' end of service indemnity 17 6,575,008 7,612,039
Bank borrowings 18 158,788,906 154,550,305
Insurance and other payables 19 174,769,586 131,342,702
Outstanding claims reserve 11 166,686,781 205,521,572
Incurred but not reported claims reserve 11 73,359,559 74,865,138
Unearned premium reserve 11 324,444,710 218,630,722
Mathematical reserve 11 252,046 1,157,216
Unexpired risk reserve 11 4,688,630 5,795,710
Unallocated loss adjustment expense reserve 11 3,752,338 6,337,177
Deferred commission income 11 15,354,894 11,349,207
Lease liabilicy 20 1,472,940 8,625,173
TOTAL LIABILITIES 930,145,398 825,786,961
TOTAL EQUITY AND LIABILITIES 1,136,503,948 1,081,591,084

These financial statements were approved and authorised for issue by the Board of Directors on
6 Macch 2023 and signed on theit behalf by:

/"/ (_’f//;fi/

- I —
Majid Abdulla AlSari . _Abdel Muhsen Jaber

Chairman .~ _— Ditector and CEQ

The attached explanatory notes from 1 to 29 form an integral part of these financial statements.
7




Al-Sagr National Insurance Company (PSC)

Statement of comptehensive income
For the year ended 31 December 2022

Notes
UNDERWRITING INCOME
Gross premium
Less: reinsurance share of pross premium
Less: reinsurance share of ceded business premium
Net retained premium
Net change in unearned premium reserve
Net insurance premium
Commission earned
Commission incutred
Other opetational (loss)/income — net
Gross underwriting income

UNDERWRITING EXPENSES

Gross claims paid

Insurance claims recovered from reinsurers

Net claims paid

Change in provision for outstanding claims
Change in reinsurer share of outstanding claims
Change in unexpired risk reserve

Change in incurred but not reported claims reserve
Change in mathematical reserve

Change in unallocated loss adjustment expense reserve
Net claims incurred

UNDERWRITING INCOME/(LOSS)

Net investment loss 21
Share of losses from equity accounted investees 6
Finance costs

General and administrative expenses 22
LOSS FOR THE YEAR

Other comprehensive income for the year
TOTAL COMPREHENSIVE LOSS FOR THE YEAR

LOSS PER SHARE 23

2022 2021

AED AED
633,786,529 500,476,669
(213,462,617) (165,357,517
(14,302,124)  (26,592,437)
406,021,788 308,526,715
(70,430,337) 49,072,262
335,591,451 357,598,977
32,397,129 23,417,849
(76,816,735)  (62,096,973)
(7,107,482) 17,219,021
284,064,363 336,138,874
(456,431,639) (412,829,309
179,486,820 95,755,774
(276,944,819)  (317,073,535)
38,834,791  (12,904,431)
(28,950,412) 8,070,416
711,158 (5,281,147)
(3,196,534) (14,006,917
6,408 991
2,584,839 (2,253,815)
(266,954,569) (343,448,438
17,109,794 (7,309,564)
(625,365) (311,344)
(18,865,416)  (17,505,549)
(3,839,817) (2,296,081)
(43,224,769)  (35,521,546)
(49,445,573)  (62,944,084)
(49,445,573)  (62,944,084)
(0.2) (0.3)

The attached explanatory notes from 1 to 29 form an integral part of these financial statements.

8
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Al-Sagr National Insurance Company (PSC)

Statement of cash flows
For the year ended 31 December 2022

OPERATING ACTIVITIES
Loss for the year
Share of losses from equity accounted investees
Net untealised (gain)/loss from investments in financial assets at FVIPL
Depreciation
Finance costs
Reversal for expected credit losses
Allowance for expected credit losses of related parties
Reversal for expected credit losses of related parties
Provision for employees' end of service indemnity
Provision for employees' end of service indemnity no longer tequired
Allowance for expected credit losses in other receivables and prepayments
(Gain)/loss on disposal of property and equipment
Interest on lease liability
Gain on termination of lease liability
Net gain on sale of investments in financial assets at FVTPL
Dividend income from investment in financial assets at FVTPL
Interest income
Operating cash flows before movements in working capital
Change in insurance receivables
Change in reinsurer share of outstanding claims
Change in reinsurer share of incurred but not reported claims
Change in reinsurer share of unearned premium reserve
Change in reinsurer share of mathematical reserve
Change in deferred acquisition costs
Change in reinsurance share of unexpited risk reserve
Change in due from related parties
Change in other receivables and prepayments
Change in insurance and other payables
Change in outstanding claims reserve
Change in incurred but not reported claims reserve
Change in unearned premium reserve
Change in mathematical reserve
Change in unexpired risk reserve
Change in unallocated loss adjustment expense reserve
Change in deferred commission income
Net cash generated from/(used in) operations
Employees’ end of service benefits paid
Net cash generated from/(used in) operating activities
INVESTING ACTIVITIES
Purchase of property and equipment
Proceeds from sale of property and equipment
Additions of investment in financial assets at FVTPL
Net proceeds from sale of investment in financial assets at FVIPL
Dividends received from investment in financial assets at FVIPL
Interest received
Net cash generated from investing activities
FINANCING ACTIVITIES
Finance costs paid
Directors' fee paid
Payment of lease liability
Net cash used in financing activities
Net changes in cash and cash equivalents
Cash and cash equivalents at 1 January

Cash and cash equivalents at 31 December

The attached explanatory notes from 1 to 29 form an integral part of these financial statements.

Notes
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24
17
17
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21
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2022 2021
AED AED
(49,445,573)  (62,944,084)
18,865,416 17,505,549
(1,066,892) 498,888
3,031,450 5,855,854
3,839,817 2,296,081
(852,175) (244,287)
1,462,005 51,301

. (1,251,301)

950,446 1,094,939

e (3,011,801)

1,037,995 <
(18,083) 518
110,514 447,406
(92,830) -

- (20,269)

(434,741) (198,120)
(3,453,241) (4,584,789)
(26,065,892)  (44,504,115)
(52,522,911) (53,251,124
28,950,412 (8,070,416)
4,702,113 (10,276,468)
(22,601,771)  (18,891,336)
898,762 (12,010)
(16,787,567) 13,126,680
395,922 (395,922)
(407,988) 604,946
(6,370,653) (4,458,605)
43,426,884 13,161,705
(38,834,791) 12,904,401
(1,505,579) 24,283 385
105,813,988  (47,G89,444)
(905,170) 11,019
(1,107,080) 5,677,069
(2,584,839) 2,253,815
4,005,687 4,381,838
18,499,527  (111,144,582)
(1,987,477) (872,442)
16,512,050 (112,017,024
(481,068) (745,489)
68,500 13,534
(2,749,991) (514,916)
. 483,926

434,741 198,120
3,453,241 4,584,789
725,423 4,019,964
(3,839,817) (2,296,081)
- (1,535,000)
(2,004,810) (4,754,810)
(5,844,627) (8,585,891)
11,392,846 (116,582,951)
37,759,525 154,342,476
49,152,371 37,759,525
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

1 LEGAL STATUS AND ACTIVITIES

Al-Sagr National Insurance Company (PSC), (the "Company") was incorporated on 25 December 1979 as a
public shareholding company by an Emiti Decree from His Highness, The Ruler of Dubai, and is registered
with the Ministry of Economy of the United Arab Emirates (U.A.E.) under registration No. (16). The
Company's address in Dubai is P.O. Box 14614, Dubai, U.A.E. The Company is a subsidiary of Gulf General
Investments Company (the "Parent Company"), a public company incorporated in U.A.E.

The principal activity of the Company is the writing of insutance of all types. The Company operates through
its head office in Dubai and its branches in Dubai, Sharjah, Abu Dhabi, Al Ain, Ras Al Khaimah and Ajman
in the U.A.E.

As of 2 January 2023, the Company is subject to compliance with UAE Federal Law No. 32 of 2021, which
replaces UAE Federal Law No. 2 of 2015. The financial statements have been prepared in accordance with the
requirements of the applicable laws and tregulations, including UAE Federal Law No. (32) of 2021. The
Shareholders of the Company are currently in the process of amending the statutory documents, to reflect the
changes required due to application of the UAE Federal law No. (32) of 2021.

On 31 January 2022, the UAE Ministry of Finance announced the introduction of a 9% Federal Corporate
Tax rate effective for fiscal years commencing on or after 1 June 2023. There is no impact of this announcement
on the financial statements of the Company for the year ended 31 December 2022,

2 BASIS OF PREPARATION

2.1 STATEMENT OF COMPLIANCE

These financial staternents have been prepared in accordance with International Financial Reporting Standards
(IFRSs) promulgated by International Accounting Standards Board (IASB) and interpretations thereof issued
by the International Financial Reporting Interpretation Committee and in compliance with the applicable
requirements of U.A.E Federal Law No. (32) of 2021 telating to commercial companies, and of UAE Federal
Law No. 6 of 2007 concetning Financial Regulations of Insurance Companies issued by the Central Bank of
United Arab Emirates and regulation of its operations. These financial statements are prepared in Arab
Emirates Dirthams (“AED”).

The Company is in the process of complying with the requirements of the Financial Regulations for Insurance
Companies issued by the Central Bank of UAE pertaining to Article (8) of Section 2, relating to maintenance
of solvency margin.

Going concern

These financial statements have been prepared on a going concern basis, notwithstanding the fact that for the
yeat ended 31 December 2022 the Company incurred a net loss of AED 49,445,573 (2021: a net loss of AED
62,944,084) and the Company did not meet the solvency requirements. Subsequent to the year end, the
Company has submitted a business plan to the Central Bank of UAE which illustrates managements plan to
comply with the solvency requirements.

2.2 BASIS OF MEASUREMENT

These financial statements have been prepared on the historical cost basis except for the following which are
measured at fair value.

i) financial instruments at fair value through profit or loss ("FVIPL"); and
ii)  investment property.

The methods used to measure fair values are discussed in note 3.6.
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

2 BASIS OF PREPARATION (continued)

2.3 STANDARDS, INTERPRETATIONS AND AMENDMENTS EFFECTIVE FROM
1JANUARY 2022

The following relevant standards, interpretations and amendments to existing standards were issued by the
IASB:

Standard number Title Effective date

IERS 3 ?;ggnce to the Conceptual Framework (Amendments to 1 January 2022
Property, Plant and Equipment — Proceeds before Intended

IAS 16 Use (Amendments to IAS 16) 1 Jamvitey 2022
Onerous Contracts — Cost of Fulfilling a Contract

108 3 tAmendments 1o 1AS 37) 1 ey 2022

RS, 1ERS 9, Ansnual Improvements to IFRS Standards 2018-2020 1 January 2022

IFRS 16 and IAS 41

These standards have been adopted by the Company and did not have a material impact on these financial
statements.

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The impact of the new standards, intetpretations and amendments that are issued, but not yet effective, up to
the date of issuance of the Company’s financial statements are disclosed below. The Company intends to adopt
these standards, if applicable, when they become effective.

IFRS 17 Insurance Contracts (1 January 2023): Once effective IFRS 17 will replace IFRS 4 the current
insurance contracts standard and it is expected to significantly change the way the Company measures and
tepotts its insurance contracts. The overall objective of the new standard is to provide an accounting model
for insurance contracts that is more useful and consistent for users. IFRS 17 applies to insurance contracts
(including reinsurance contracts) an entity issues, reinsurance contracts an entity holds and investment
contracts with discretionaty patticipation features an entity issues provided it also issues insurance contracts.

TFRS 17 Insurance Contracts (effective for accounting period beginning on or after 1 January 2023
with eatlier application permitted as long as IFRS 9 and IFRS 15 are also applied)

The scope of IFRS 17 for the Company is materially consistent with that of IFRS 4. Investment contracts will
be measured under IFRS 9. IFRS 17 requires that contracts are divided into groups for the purposes of
recognition and measurement. Portfolios of contracts ate identified by grouping together contracts which have
similar risks and are managed together. These groups are then further divided into groups based on their
expected profitability.

Contracts which are onerous at inception cannot be grouped with contracts which are profitable at inception.
Contracts which are issued more than one year apart are not permitted to be included within the same group,
although there is some telief from this requirement for business in-force at the date of transition under the
transitional arrangements.

The standatd introduces three measurement apptoaches, of which one, the general model and the premium
allocation approach, are applicable to the Company’s business. The main features of these models are the
measurement of an insurance contract as the present value of expected future cash flows including acquisition
costs, plus an explicit tisk adjustment, remeasured at each reporting period using cutrent assumptions, and a
contractual service margin (‘CSM”).

The risk adjustment represents the compensation the Company requires for bearing the uncertainty about the
amount and timing of cash flows that atise from non-financial risk as the obligations under the insurance
contract are fulfilled.

The CSM tepresents the unearned profit of a group of insurance contracts and is recognised in profit or loss
as the insurance service is provided to the customer using coverage units. Coverage units are a measurement
of the quantum of setvice provided actoss the life of the contract and are used to measure the service provided
in the repotting petiod and release a corresponding amount of profit to the income statement. If a group of
contracts becomes loss-making aftet inception the loss is recognised immediately in the income statement.

12




Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

2 BASIS OF PREPARATION (continued)

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

IFRS 17 Insurance Contracts (effective for accounting period beginning on or after 1 January 2023
with earlier application permitted as long as IFRS 9 and IFRS 15 are also applied) (continued)

This treatment of profits and losses in respect of services is broadly consistent with the principles of IFRS 15
and IAS 37 applicable to other industries.

Under the general model the CSM is adjusted for non-economic assumption changes relating to future periods.
For certain contracts with participating features the variable fee approach is applied, this allows changes in
economic assumptions and experience to adjust the CSM as well as non-economic assumptions, reflecting the
variable nature of the entity’s earnings dtiven by investment returns. IFRS 17 requires the standard to be
applied retrospectively. Where this is assessed as impracticable the standard allows the application of a
simplified retrospective approach or a fair value approach to determine the contractual service margin. The
measurement principles set out in IFRS 17 will significantly change the way in which the Company measures
its insurance contracts and associated teinsutrance contracts.

These changes will impact the pattern in which profit emerges when compared to IFRS 4 and add complexity
to valuation processes, data requitements and assumption setting. The introduction of IFRS 17 will simplify
the presentation of the statement of financial position. It requites the presentation of groups of insurance (or
reinsurance) contracts that are in an asset position separately from those in a liability position. The presentation
of the income statement will change more significantly with IFRS 17 setting out how components of the
profitability of contracts are disaggregated into an insurance service result and insurance finance
income/expenses. IFRS 17 also requires extensive disclosures on the amounts recognised from insurance
contracts and the nature and extent of risks arising from them.

Premium allocation approach: The Premium allocation approach is an optional simplified measurement model
in IFRS 17 that is available for insurance and reinsurance contracts that meet the eligibility criteria.

The Company expects that it will apply the PAA to all contracts except for the liability line of business whete
the General Measurement Model (GMM) to account for insurance contracts based on the following critetia:

. Insurance contracts and loss-occurting reinsurance contracts: The coverage period of each contract in
the Company is one year or less.

Risk-attaching reinsurance contracts: The Company reasonably expects that the resulting measurement of the
asset for remaining coverage would not differ materially from the result of applying the accounting policies
described above.

Under IFRS 17, the measurement of a group of contracts includes all of the future cash flows within the
boundary of each contract in the group. Compared with the current accounting, the Company expects that for
certain contracts the IFRS 17 contract boundary requirements will change the scope of cash flows to be
included in the measurement of existing recognised contracts, as opposed to future unrecognised contracts.
The period covered by the premiums within the contract boundary is the ‘coverage petiod’, which is relevant
when applying a number of requirements in IFRS 17,

Insurance acquisition cash flows arise from the activities of selling, underwriting and starting a group of
contracts that are ditectly attributable to the portfolio of contracts to which the group belongs. Under IFRS
17 insurance acquisition cash flows are allocated to groups of contracts using systematic and rational methods
based on the total premiums for each group.

Under IFRS 17, only insurance acquisition cash flows that arise before the recognition of the related insurance
contracts are recognised as separate assets and tested for recoverability, whereas other insurance acquisition
cash flows are included in the estimates of the present value of future cash flows as part of the measurement
of the related insurance contracts.
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

2 BASIS OF PREPARATION (continued)

2.4 STANDARDS ISSUED BUT NOT YET EFFECTIVE (continued)

Impact assessment — Non-Life Insurance
Although the PAA is similar to the Company’s cutrent accounting treatment when measuring liabilities for
remaining coverage, the following changes are expected in the accounting for Non-life contracts.

Impact on equity on
chatges fora IFRE 4 transition to IFRS 17
Under IFRS 17, the Company will discount the future cash flows when measuring Increase
liabilities for incutred claims, unless they ate expected to occut in one yeat or less
from the date on which the claims are incurred. The Company does not currently
discount such future cash flows.
IFRS 17 requires the fulfilment cash flows to include a risk adjustment for non- Decrease
financial risk. This is not explicitly allowed for cutrently.
The Company’s accounting policy under IFRS 17 to expense eligible insurance Decrease
acquisition cash flows when they are incurred differs from the current practice
under which these amounts are recognised separately as deferred acquisition costs.

The Company implementation project continued through 2022 with a focus on finalising methodologies and
developing the operational capabilities requited to implement the standard including data, systems and business
processes. The current focus is on embedding the operational capabilities and determining the transition
balance sheet and comparatives required for 2023 reporting.

Since the implementation ptoject is curtently ongoing, management believes that it is impractical to determine
the amount of the effect of IFRS 17 in the cutrent period.

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1 Insurance contracts
Classification
The Company issues contracts that transfer either insurance risk or both insurance and financial risks.

Contracts under which the Company accepts significant insurance tisk from another party (the policyholder)
by agreeing to compensate the policyholder if a specified uncertain future event (the insured event) adversely
affects the policyholder are classified as insurance contracts. Insurance risk is significant if an insured event
could cause the Company to pay significant additional benefits as a result of an insured event occurring.

Insurance contracts may also transfer some financial risk. Financial risk is the risk of a possible future change
in one or more of a specified intetest rate, security ptice, commodity price, foreign exchange rate, index of
ptices or rates, credit rating or credit index or other variable, provided in the case of a non-financial variable
that the vatiable is not specific to a party to the contract. Once a contract is classified as an insurance contract
it remains classified as an insurance contract until all rights and obligations are extinguished or expired.

Recognition and measurement
Premiurms

Gross premiums written reflect business incepted during the year, and exclude any fees and other amounts
collected with and calculated based on premiums. These are recognised when underwriting process is complete
and policies are issued.

The earned proportion of premiums is recognised as income. Premiums are earned from the date of attachment
of risk over the indemnity petiod and uneatned premium is calculated using the basis described below:

Unearned premium reserve (UPR)

The uneatned premium considered in the insurance contract liabilities comprise the estimated propottion of
the gross premiums written which relates to the periods of insurance subsequent to the statement of financial
position date. UPR ate calculated using the 1/365 method except for matine cargo and engineering,
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1 Insurance contracts (continued)

The UPR of the written premiums as required in the financial regulation and UPR for engineering assumes a
linear increase in tisk with the duration of the project such that the risk faced is 100% at the expiry of the
contract, The rate at which the premium is earned is deemed to increase at the same rate at which the risk faced
increases ovet the lifetime of the policy. UPR for medical and group life business are calculated on a time
proportion basis.

Claims

Claims incutred comprise the settlement and the internal and external handling costs paid and changes in the
provisions for outstanding claims atising from events occurring during the financial period and movement in
other technical reserves. Where applicable, deductions are made for salvage and their recoveries, Claims
outstanding comprise provisions for the Company’s estimate of the ultimate cost of settling all claims incutred
but unpaid at the reporting date whether reported ot not, and related internal and external claims handling
expense reduced by expected salvage and other recoveries.

Claims outstanding are assessed by reviewing individual reported claims. Provisions for claims outstanding are
not discounted. Adjustments to claims provisions established in prior periods ate reflected in the financial
statements of the petiod in which the adjustments are made. The methods used, and the estimates made, are
reviewed regularly. Provision is also made for any claims incutred but not reported (“IBNR”) at the date of
statement of financial position using a range of standard actuarial claim projection techniques, based on
empirical data and current assumptions that may include a margin for adverse deviation as required by the new
regulations. The use of estimation and judgements in outstanding claims and IBNR are mentioned in note 4.

Liability adequacy test

Provision is made for premium deficiency atising from general insurance contracts where the expected value
of claims and expenses atttibutable to the unexpired periods of policies in force at the reporting date exceeds
the unearned premiums provision and alteady recorded claim liabilities in relation to such policies. The
provision for premium deficiency is calculated by reference to classes of business which ate managed together,
after taking into account the future investment teturn on investments held to back the unearned premiums
and claims provisions.

Reinsutance

The Company cedes reinsurance in the normal course of business for the purpose of limiting its net loss
potential through the diversification of its tisks. Assets, liabilities and income and expense arising from ceded
reinsurance contracts are presented separately from the assets, liabilities, income and expenses from the related
insurance contracts because the reinsurance arrangements do not relieve the Company from its direct
obligations to its policyholders.

Amounts due to and from reinsurers are accounted for in a manner consistent with the related insurance
policies and in accordance with the televant reinsurance contracts. Reinsurance premiums are deferred and
expensed using the same basis as used to calculate unearned premium reserves for related insurance policies.
The deferred portion of ceded teinsurance premiums is included in reinsurance assets.

Reinsurance assets ate assessed for impairment at each reporting date. A reinsurance asset is deemed impaired
if there is objective evidence, as a result of an event that occurted aftet its initial recognition, that the Company
may not recover all amounts due, and that event has a reliably measurable impact on the amouats that the
Company will receive from the reinsurer. Impairment losses on reinsurance assets ate recognised in statement
of comprehensive income in the period in which they are incurred. Profit commission in respect of reinsurance
contracts is recognised on an accrual basis.

Deferred acquisition cost and deferred commission income

For insurance contracts, the defetred acquisition cost asset reptesents the portion of acquisition costs which
cotresponds to the propottion of gross premiums written that is unearned at the reporting date. Commission
income related to underwriting activities are recognised on a time propottion basis over the effective period of
policy using the same basis as described for unexpired risk premium.
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1 Insurance contracts (continued)
Deferred TPA fees

For insurance contracts, the deferred TPA fees asset represents the portion of TPA fees which cortesponds to
the proportion of net premiums written that is unearned at the reporting date.

During the year, the Company has changed its accounting policy by deferring the TPA fees in line with the
contract boundary of the policy. This represents mote reliable and comparable information in line with the
premium earning pattetn of the company. The impact on priot yeat comparatives was not deemed matetial
and thus a retrospective approach has not been adopted.

Insurance receivables and payables

Amounts due from and to policyholders, agents and reinsurers are financial instruments and are included in
insurance receivables and payables, and not in insurance contract provisions or reinsurance assets.

Insurance contract liabilities and reinsurance assets

Insurance contract liabilities towards outstanding claims are made for all claims intimated to the Company and
still unpaid at the statement of financial position date, in addition for 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 periods of insurance subsequent to the statement of financial
position date. The teinsurers' portion towards the above outstanding claims, claims incurred but not reported
and unearned premium is classified as reinsurance contract assets in the financial statements.

3.2 Revenue (other than insurance revenue)
Revenue (other than insurance revenue) comprises the following:
Fee and commission income

Fee and commissions received or receivable which do not require the Company to render further service are
recognised as revenue by the Company on the effective commencement or renewal dates of the related policies.

Investment income

Investment income comprises income from financial assets, rental income from investment propetties, realised
and unrealised fair value gains or losses on investment property and financial assets at fair value through profit
or loss (FVIPL).

Income from financial assets comptises interest and dividend income, net gains or losses on financial assets
classified at FVTPL, and realised gains ot losses on other financial assets.

Interest income is recognised on a time proporton basis using effective interest rate method. Dividend income
is recognised when the right to receive dividend is established. Usually this is the ex-dividend date for equity
securities. Basis of recognition of net gains or losses on financial assets classified at FVTPL and realised gains
on other financial assets is desctibed in note 3.5,

Fair value gains or losses on investment property are included in the statement of comprehensive income in
the petiod these gains ot losses are determined.

3.3 Property and equipment
Recognition and measurement
Items of property and equipment are measured at cost less accumulated depreciation and impairment losses.

Cost includes expenditures that are ditectly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the asset to a wotking condition for its intended use, and the costs of dismantling and removing the
items and restoring the site on which they are located.

Where patts of an item of property or equipment have different useful lives, they are accounted for as separate
items (major components) of property and equipment.
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3 Property and equipment (continued)
Recognition and measurement (continued)

The gain or loss on disposal of an item of property and equipment is determined by compating the proceeds
from disposal with the carrying amount of the property and equipment, and is recognised net within other
income/other expenses in statement of comptehensive income. When revalued assets ate sold, any related
amount included in the revaluation resetve is transferred to tretained earnings.

Subsequent costs

The cost of replacing part of an item of property or equipment is recognised in the carrying amount of the
item if it is probable that the future economic benefits embodied within the part will flow to the Company and
its cost can be measured reliably. The costs of the day-to-day setvicing of property and equipment are
recognised in statement of income as incurred.

Depreciation

Depreciation is based on the cost of an asset less its residual value. Significant components of individual assets
are assessed and if a component has a useful life that is different from the remainder of that asset, that
component is depreciated separately.

Depreciation is recognised in statement of comptehensive income on a straight-line basis over the estimated
useful lives of each component of an item of property and equipment.

Depreciation methods, useful lives and tesidual values are reassessed at the reporting date and adjusted if
approptiate. No depreciation is charged on capital-work-in-progress.

The estimated useful lives for vatious categories of property and equipment are as follows:

Office fixture 8 yeats
Furniture and equipment 8 years
Motor vehicles 8 yeats
Right-of-use asset 3 years

3.4 Investment property

Investment property is property held either to eatn rental income ot for capital appreciation ot for both, but
not for sale in the ordinary course of business, use in the production or supply of goods ot setvices or for
administrative purposes. Investment property is measured at cost on initial recognition and subsequently at
fair value with any change thetein recognised in statement of comprehensive income.

The Company determines fair value on the basis of valnation provided by an independent valuer who holds a
recognised and relevant professional qualification and has recent experience in the location and category of the
investment property being valued.

Cost includes expenditure that is directly attributable to the acquisition of the investment propetty. The cost
of self-constructed investment property includes the cost of matetials and direct labour, any other costs directly
attributable to bringing the investment property to a working condition for their intended use and capitalised
borrowing costs.

3.5 Financial instruments
Recognition and measurement

The Company initially recognises insurance receivables and insurance payables on the date at which they are
originated. All other financial assets and liabilities (including assets and liabilities designated at fair value
through profit or loss) ate initially recognised on the trade date at which the Company becomes patty to the
contractual provision of the instrument.

A financial assets or financial liability is initially measured at fair value plus, for an item not at FVTPL,
transaction costs that are directly ateributable to its acquisition or issue. All recognised financial assets are
subsequently measured in their entirety at either amortised cost or fair value.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments {continued)
Financial assets
Classification

For the purposes of classifying financial assets, an instrument is an ‘equity instrument’ if it is a non-detivative
and meets the definition of ‘equity’ for the issuer (under IAS 32 Financial Instruments: Presentation) except
for certain non-derivative puttable instruments presented as equity by the issuer. All other non-detivative
financial assets ate ‘debt instruments’,

Financial assets measured at amortised cost
A financial asset qualifies for amortised cost measurement only if it meets both of the following two conditions:

s The asset is held within a business model whose objective is to hold assets in order to collect contractual
cash flows; and

¢ The contractual terms of the instrument give rise on specified dates to cash flows that are solely payments
of principle and interest on the principle amount outstanding,

If a financial asset does not meet both of these conditions, then it is measured at fair value. The Company
makes an assessment of a business model at portfolio level as this reflect the best way the business is managed
and information is ptovided to the management.

In making an assessment of whether an asset is held within a business model whose objective is to hold assets

in order to collect contractual cash flows, the Company considers:

» Management's stated policies and objectives for the portfolio and the operation of those policies in
practice;

*  How management evaluates the performance of the portfolio;

*  Whether management's strategy focus on eaming contractual interest revenue;

¢ The degree of frequency of any expected asset sales;

e The reason of any asset sales; and
e Whether assets that are sold are held for an extended period of time relative to their contractual maturity

or are sold shortly after acquisition or an extended time before maturity.
Financial assets measured at FVITPL

Financial assets held for trading are not held within a business model whose objective is to hold the asset in
order to collect contractual cash flows.

The Company has designated certain financial assets at fair value through profit or loss because designation
eliminates or significantly reduces an accounting mismatch, which would otherwise arise.

Dividend in these investments in equity instruments are recognised in the statement of comprehensive income
when the Company's right to receive the dividends is established, unless the dividends clearly represents a
recovery of part of the cost of the investment.

Financial assets are not reclassified subsequent to their initial recognition, except when the Company changes
its business model for managing financial assets.

Loans and receivables

These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent to
initial recognition, these are measured at amortised cost using the effective interest method.

Loans and receivables comprise mainly insurance receivables, due from related parties, deposits and other
receivables.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments (continued)
Financial assets (continued)
Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents comprise cash in hand, balances with
the banks and fixed deposits that are subject to insignificant tisk of changes in their fair value, and are used by
the Company in the management of short-tetm commitments.

Cash and cash equivalents are cartied at amortised cost in the statement of financial position.
Equity securities

Otrdinary shares of the Company ate classified as equity. Incremental costs directly attributable to the issue of
ordinary shares ate recognised as a deduction from equity.

Non-derivate financial liabilities

All financial liabilities (including liabilities designated at fair value through profit or loss) are recognised initially
on the trade date, which is the date that the Company becomes a party to the contractual provisions of the
instrument.

De-recognition of financial assets and financial liabilities

The Company derecognises a financial asset when the contractual right to the cash flows from the financial
asset expire, or when it transfers the financial asset in a transaction in which substantially all the risk and rewards
of the ownership are transferred or in which the Company neither transfers nor retains substantially all the
risks and rewards of ownership and it does not retain control over the transferred asset.

The Company derecognises a financial liability when its contractual obligation is discharged or cancelled or
expire.

Impairment of financial assets

IFRS 9’s impairment requirements use forward looking information under Expected credit loss (ECL) model
for the financial assets measured at amortised cost which consist of insurance receivables, deposits, other
receivables, due from related parties and cash and cash equivalents.

Measurement of ECLs

The Company considets a broader range of information when assessing credit risk and measuting expected
credit losses, including past events, current conditions, reasonable and supportable forecasts that affect the
expected collectability of the future cash flows of the instrument. In applying this forward-looking approach,
a distinction is made between:

® financial instruments that have not deteriorated significantly in credit quality since initial recognition ot
that have low credit risk (‘Stage 1'); and

® financial instruments that have deteriorated significantly in credit quality since initial recognition and whose
credit risk is not low (‘Stage 2).

‘Stage 3’ would cover financial assets that have objective evidence of impairment at the reporting date. The
Company considers a debt secutity to have low credit risk when their credit risk rating is equivalent to the
globally understood definition of “investment grade”.

‘12-month expected credit losses’ are recognised for the first category (i.e. Stage 1) while ‘lifetime expected
credit losses’ ate recognised for the second category (i.e. Stage 2). Measurement of the expected credit losses
is detetmined by a probability-weighted estimate of credit losses over the expected life of the financial

instrument,
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments (continued)
Financial assets (continued)
Impairment of non-derivative financial assets carried at amortised cost

The Company assesses at each reporting date whether there is objective evidence that a financial asset or group
of financial assets carried at amortised cost are impaired. A financial asset or group of financial assets are
impaired when objective evidence demonstrates that a loss event has occutred after the initial recognition of
the asset, and that the loss event has an impact on the future cash flows relating to the asset that can be
estimated reliably. The Company considers evidence of impairment at both a specific and collective level.

Objective evidence that financial assets are impaired can include significant financial difficulty of the botrower
ot issuer, default or delinquency by a borrower, restructuring of an amount due to the Company on terms that
the Company would not otherwise consider, indication that a bortower or issuer will enter bankruptcy, the
disappearance of an active matket for a security, ot othet obsetvable data relating to a group of assets such as
adverse change in the payment status of borrowers or issuets, ot economic conditions that cotrelate with
defaults in the Company.

Impairment of loans and receivables

The Company considers evidence of impairment for loans and receivables at both a specific asset and collective
level. All individually significant receivables ate assessed for specific impairment. All individually significant
loans and receivables found not to be specifically impaired are then collectively assessed for any impairment
that has been incurred but not yet identified. Loans and receivables that are not individually significant are
collectively assessed for impairment by grouping together loans and receivables with similar risk charactetistics.

At each reporting date, the Company assesses on a case-by-case basis whether there is any objective evidence
that an asset is impaired. Impairment losses on assets carried at amortised cost are measured as the difference
between the carrying amount of the financial asset and the present value of estimated future cash flows
discounted at the asset’s original effective interest rate,

When a loan is uncollectible, it is written off against the related allowance for loan impairment. Such loans are
written off after all the necessary procedures have been completed and the amount of the loss has been
determined. Subsequent recoveries of amounts previously written off and/or any event resulting in a reduction
in impairment loss, decreases the amount of the provision for loan impairment in the statement of
comprehensive income.

Impairment losses are recognised in the statement of comprehensive income and reflected in an allowance
account against loans and advances. Interest on impaired assets continues to be recognised through the
unwinding of the discount. When a subsequent event causes the amount of impairment loss to decrease, the
decrease in impairment loss is reversed through the statement of comprehensive income.

Impairment of non-financial assets

At each reporting date, the Company reviews the carrying amounts of its non-financial assets (other than
investment property) to determine whether there is any indication of impairment. If any such indication exists,
then the asset’s recoverable amount is estimated.

For impairment testing, assets are grouped together into the smallest group of assets that generates cash inflows
from continuing use that are largely independent of the cash inflows of other assets or CGUs.

The recoverable amount of an asset ot CGU is the greater of its value in use and its fair value less costs to sell.
Value in use is based on the estimated future cash flows, discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the
asset ot CGU.

An impaitment loss is recognised if the carrying amount of an asset or CGU exceeds its recoverable amount.

Impairment losses ate recognised in statement of comprehensive income. They are allocated first to reduce
the cartying amount of any goodwill allocated to the CGU, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rata basis.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments (continued)
Financial assets (continued)
Impairment of non-financial assets (continued)

An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised.

3.6 Fair value measurement

The fair value of an asset or a liability is measured using the assumptions that matket participants would use
when pricing the asset or liability, assuming that market participants act in their economic best interest. A fair
value measurement of a non-financial asset takes into account a market participant’s ability to generate
economic benefits by using the asset in its highest and best use ot by selling it to another market patticipant
that would use the asset in its highest and best use. The Company uses valuation techniques that are appropriate
in the circumstances and for which sufficient data are available to measure fair value, maximising the use of
relevant observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the
fair value measurement as a whole:

- Level 1 - Quoted (unadjusted) market ptices in active markets for identical assets or liabilities

- Level 2 - Valuation techniques fotr which the lowest level input that is significant to the fair value
measurement is directly or indirectly observable

- Level 3 - Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobsetvable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Company
determines whether transfers have occurred between Levels in the hierarchy by re-assessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.

3.7 Foreign currency transactions

These financial statements are presented in U.A.E. Ditham (AED), which is the functional currency. Except
as otherwise indicated, financial information is presented in AED. Transactions denominated in foreign
currencies are translated to AED at the spot exchange tates ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies ate translated to AED at the spot exchange rates ruling
at the date of statement of financial position. Non-monetary assets and liabilities denominated in foreign
currencies that are stated at historical cost are translated to AED at the foreign exchange rates ruling at the
date of the transaction. Foreign exchange differences atising on translation are recognised in the statement of
profit or loss. The assets and liabilities of foreign subsidiary and the equity of associates are translated at the
rate of exchange ruling at the reporting date.

The results of associates are translated at the average exchange rates for the year. The exchange differences on
the retranslation are taken directly to the other comprehensive income.

3.8 Leases

The determination of whether an arrangement is, or contains a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right to use
the asset, even if that right is not explicitly specified in the arrangement.

Company as a lessee
A lessee is to be account for a right of use asset and initial lease liability at the inception of lease. Before the
application of IFRS-16, lessee has to classify lease as an operating lease or a finance lease.
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.9 Provision

A provision is recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions ate determined by discounting the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and the risks specific to the liability.
The unwinding of the discount is recognised as finance cost.

3.10 Employee terminal benefits

Defined benefit plan

The Company provides for staff terminal benefits based on an estimation of the amount of future benefits that
employees have earned in return for their service until their retitement. This calculation is performed on a
projected unit credit method.

The Company conttibutes to the pension scheme for nationals under the pension and social security law. This
is a defined contribution pension plan and the Company's contribution are charged to the statement of profit
ot loss in the petiod in which they relate. In respect of this scheme, the Company has a legal and constructive
obligation to pay the fund contribution as they fall due and no obligations exists to pay the future benefits.

3.11 Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its ordinary shares. Basic EPS is
calculated by dividing the profit or loss for the year attributable to ordinary shareholders of the Company by
the weighted average number of ordinary shatres outstanding during the year. Diluted EPS is determined by
adjusting the profit or loss attributable to ordinary shareholdets and the weighted average number of ordinary
shares outstanding for the effects of all dilutive potential ordinary shares.

3.12 Segment reporting

An operating segment is a component of the Company that engages in business activities from which it may
earn revenues and incur expenses, including revenues and expenses that relate to transactions with any of the
Company’s other components. All operating segments’ operating results are reviewed regularly by the
Company’s CEO to make decisions about resources to be allocated to the segment and to assess its
petformance, and for which discrete financial information is available.

Segment results that are teported to the CEO include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated items comprise mainly corporate assets (primarily the
Company’s headquarters), head office expenses, and value added tax assets and liabilities.

3.13 Investments in associates

Investments in associates are accounted for using the equity method. The catrying amount of the investment
in associates is increased or decreased to recognise the Company’s share of the profit or loss and other
comprehensive income of the associate, adjusted where necessary to ensure consistency with the accounting
policies of the Company.

3.14 Offsetting
Financial assets and liabilities are offset and the net amount is reported in the statemnent of financial position

when, and only when, the Company has a legally enforceable right to set off the recognised amounts and it
intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Income and expenses ate presented on a net basis only when permitted under IFRSs, or of gains and losses
arising from a group of similar transactions such as in the Company’s trading activity.
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4 USE OF ESTIMATES AND JUDGEMENTS

The areas of the Company’s business containing key sources of estimation uncertainty include the
measurement of insurance contract provisions and the determination of valuation of investment properties.

Measurement of insurance contract liabilities

The Company’s accounting policy in respect of insutance contract accounting is discussed in more detail in
note 3.1. The key assumptions made in respect of insurance contract liabilities are as follows:

The process used to determine the assumptions for calculating the outstanding claim reserve is intended to
result in neutral estimates of the most likely or expected outcome. The sources of data used as inputs for the
assumptions are internal, using detailed studies that ate carried out annually. The assumptions are checked to
ensure that they are consistent with observable market practices or other published information.

The natute of the business makes it very difficult to predict with certainty the likely outcome of any particular
claim and the ultimate cost of notified claims. Each notified claim is assessed on a separate, case by case basis
with due regard to the claim circumstances, information available from loss adjusters and historical evidence
of the size of similar claims. Case estimates are reviewed regularly and are updated as and when new
information arises. The provisions are based on information cutrently available. However, the ultimate
liabilities may vary as a result of subsequent developments or if catastrophic events occur. The impact of many
of the items affecting the ultimate costs of the loss is difficult to estimate.

The provision estimation difficulties also differ by class of business due to differences in the underlying
insurance contract, claim complexity, the volume of claims and the individual severity of claims, determining
the occurrence date of a claim, and reporting lags.

The method used by the Company for provision of IBNR takes into account historical data, past estimates and
details of the reinsurance program, to assess the expected size of reinsurance recoveries. Estimates are made
for the expected ultimate cost of claims incurred but not yet reported at the reporting date using a range of
standard actuarial claim projection techniques, based on empirical data and current assumptions that may
include a margin for adverse deviation.

The assumptions that have the greatest effect on the measurement of insurance contract provisions are the
expected loss ratios for the most recent accident years.

Insurance contract classification

Contracts are classified as insurance contracts whete they transfer significant insurance risk from the holder of
the contract to the Company.

There are a number of contracts sold where the Company exercises judgement about the level of insurance
risk transferred. The level of insurance tisk is assessed by considering whether there are any scenarios with
commercial substance in which the Company is tequired to pay significant additional benefits. These benefits
ate those which exceed the amounts payable if no insured event were to occur. These additional amounts
include claims liability and assessment costs, but exclude the loss of the ability to charge the holder of the
contract for future services.

Provision for outstanding claims, whether reported or not

Considetable judgment by the management is required in the estimation of amounts due to the contract holders
atising from claims made under insurance contracts. Such estimates are necessarily based on significant
assumptions about several factors involving varying, and possible significant, degrees of judgment and
uncertainty and actual results may differ from management’s estimates resulting in future changes in estimated
liabilities.

In particulat, estimates have to be made both for the expected ultimate cost of claims reported at the date of
statement of financial position and for the expected ultimate cost of claims incurred but not reported (“IBNR”)
at the date of statement of financial position. Estimates are made for the expected ultimate cost of IBNR claims
at the reporting date using 2 range of standard actuarial claim projection techniques, based on empitical data
and current assumptions that may include a matgin for adverse deviation and are presented in note 11.

Claims requiting coutt or arbitration decisions ate estimated individually. Independent loss adjusters normally
estimate propetty claims, Management reviews its provisions for claims incurred and IBNR claims regulatly.
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4 USE OF ESTIMATES AND JUDGEMENTS (continued)
Liability adequacy test

At each statement of financial position date, liability adequacy tests are performed to ensure the adequacy of
insurance contract liabilities. The Company makes use of the best estimates of future contractual cash flows
and claims handling and administration expenses, as well as investment income from the assets backing such
liabilities in evaluating adequacy of the liability. Any deficiency is immediately charged to statement of
comptehensive income.

Impairment of financial instruments

Assessment of whether credit risk on the financial asset has increased significantly since initial recognition and

incorporation of forward-looking information in the measurement of Expected Credit Losses ("ECL"). The

Company considers a financial asset to be in default when:

*  The borrower is unlikely to pay its ctedit obligations to the Company in full, without recoutse by the
Company to actions such as tealising security (if any is held); ot

*  The financial asset is more than 90 days past due.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition
and when estimating ECLs, the Company considets reasonable and supportable information that is relevant
and available without undue cost or effort. This includes both quantitative and qualitative information and
analysis, based on the Company’s historical expetience and informed credit assessment and including forward-
looking information.

Impairment of insurance receivables

An estimate of the collectible amount of insurance receivables is made when collection of the full amount is
no longer probable. This determination of whether the insurance receivables are impaired, entails the Company
evaluating the credit and liquidity position of the policy holders and the insurance and reinsurance companies,
historical recovery rates and feedback received from the legal department. The difference between the
estimated collectible amount and the book amount is recognised as an expense in the profit or loss. Any
difference between the amounts actually collected in the future petiods and the amounts expected will be
recognised in the profit or loss at the time of collection.

Reinsurance

The Company is exposed to disputes with, and possibility of defaults by, its reinsurers. The Company monitots
on a regular basis the evolution of disputes with and the strength of its reinsurers.

Impairment of investment is associates

At each reporting date, the Company reviews the carrying amounts of its investment in associates to determine
whether there is any indication of impairment. If any indication exists, the management estimates tecoverable
amount of the investment. The recoverable amount of investment is the greater of its value in use and its fair
value less costs to sell. Value in use is based on the estimated future cash flows, discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the investment. An impairment loss is recognised if the carrying amount of investment exceeds
its recoverable amount. Impairment losses are recognised in statement of comprehensive income. They ate
allocated first to reduce the cartying amount of any goodwill recognised, and then to the remaining carrying
amount of the investment.

Valuation of investment property
Determining the fair value requites an estimation of future cash flows expected to atise from the investment
propetties, a suitable growth rate, expected occupancy and a suitable discount rate in order to calculate the

present value. It is reasonably possible on the basis of the existing knowledge that outcomes within next
financial year that are different from estimates made could require material adjustment to the fair value of the

investment property.
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4 USE OF ESTIMATES AND JUDGEMENTS (continued)

Valuation of investment property (continued)

Valuation technique and significant unobservable inputs

The following table shows the valuation technique used in measuring the fair value of investment property, as
well as the significant unobservable inputs used. The Company has taken the valuation for the fair value
measurement of its investment property.

Interrelationship between key
unobsetvable inputs and fair value

Valuation technique Significant unobservable inputs ~ measurements
1)Income capitalisation - Owner property -The propetty is owned in full and free of
approach by comparable method any onerous restrictions.
-Risk adjusted discount rates -The risk adjusted discount rates were
lower/higher.
-Free of covenants, third party -The property is subject to any covenants,
rights and obligations rights and obligations.
-Expected yield rate -The expected yield rate is applied.
-Operational expenditure of the -The property is subject to expenses in line
rental value with similar existing buildings.
-Sales transactions of similar -The property is subject to sales value
properties in similar location fluctuations of surrounding properdes in
the area.
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5 PROPERTY AND EQUIPMENT

Furniture
Right-of-use Office and Motor

Land asset fixture equipment vehicles Total

AED AED AED AED AED AED
Losr
At 1 Januaty 2021 76,750,806 8,559,897 7,892,368 10,844,942 735,230 104,783,243
Additions - 7,747,661 393,944 351,545 - 8,493,150
Disposals - - - (6,867)  (14,477) (21,344
At 31 December 2021 76,750,806 16,307,558 8,286,312 11,189,620 720,753 113,255,049
Additions - - 219,606 215,462 46,000 481,068
Disposals - - - - (121,000) (121,000)
Termination of lease - (7,747,661) - - - (7,747,661)
At 31 December 2022 76,750,806 8,559,897 8,505,918 11,405,082 645,753 105,867,456
Depreciation
At 1 January 2021 - 3,604,168 6,322075 8,647,129 311,621 18,884,993
Chatge for the year - 4,384,637 837,774 607,474 25,969 5,855,854
Disposals - - - - (7,292) (7,292)
At 31 December 2021 - 7,988,805 7,159,849 9254603 330,298 24,733,555
Charge for the year - 1,802,084 603,938 528,136 97,292 3,031,450
Disposals - - - - (70,583) (70,583)
Termination of lease - (2,582,554) - - - (2,582,554)
At 31 December 2022 - 7,208,335 7,763,787 9,782,739 357,007 25,111,868
Carrying amounts
At 31 December 2022 76,750,806 1,351,562 742,131 1,622,343 288,746 80,755,588
At 31 December 2021 76,750,806 83187753 1,126,463 1,935,017 390,455 88,521,494

Right of use asset

The table below describes natute of the Company’s leasing activities by type of right-of-use assets recognised:

Number of
Right-of-use right-of-use
assets assets Remaining
description leased term
Office building
and premises 1 9 months

6 INVESTMENT IN ASSOCIATES

Green Air Technology L.L.C., UAE (note 6.1)

Sogour Al Khaleej General Trading L.L.C., UAE (note 6.2)
Al Sagr Cooperative Insurance Company, KSA (note 6.3)

Number of Number of Number of Number of
leases with  leases with leases with  leases with
extension purchase variable termination
option option  payments option

2022 2021

AED AED

16,716 16,716

150,000 150,000

99,308,672 118,174,088

99,475,388 118,340,804
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6 INVESTMENT IN ASSOCIATES (continued)

6.1 The Company holds 50% and the Patent Company holds 25% ownership respectively in Green Air
Technology L.L.C,, a limited liability company incorporated in Dubai, United Arab Emirates.

6.2 The Company holds 50% ownership in Sogour Al Khaleej General Trading L.L.C., a limited liability
company incorporated in Dubai, United Arab Emirates. The remaining 50% ownership is owned by the Parent
Company.

Although, the Company holds 50% equity and the voting rights in these two associates, these ate controlled
by the Patent Company. The Company's voting tights in these entities do not give it control over the
management of these entities,

6.3 As at 31 December 2022, the Company hold 26% shares of Al Sagr Cooperative Insurance Company
("Al Sagr Cooperative"). Out of the 26% shares, the Company holds 6% shares for the beneficial interest of
other individuals. The Company accounts for the 20% holding as an investment in associate as the Company
has significant influence over Al Sagr Cooperative under the equity method as follows:

2022 2021

AED AED

As at 1 January 118,174,088 135,679,637
Share of losses from equity accounted investees (18,865,416)  (17,505,549)
As at 31 December 99,308,672 118,174,088
Petcentage of interest 20% 20%
Assets 690,666,149 746,265,421
Liabilities (562,623,532) (523,895,727)
Net assets 128,042,617 222,369,694
Company's share in net assets at 20% 25,608,523 44 473 939
Goodwill and other intangibles at acquisition 73,700,149 73,700,149
Investment in associate 99,308,672 118,174,088
Revenue 471,335,642 384,070,163
Net loss (94,327,080)  (87,527,746)
Company’s share of loss at 20% (18,865,416)  (17,505,549)

In the Extraordinary General Assembly meeting held on 13 October 2022, the Board of Directors of Al Sagr
Coopetrative Insurance Company restructured and reduced its capital from SAR 400 million to SAR 260 million
inorder to write off its accumulated losses. This reduction has not had an impact on the percentage held by the
Company.
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7 INVESTMENT IN FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR
LOSS (FVTPL)
2022 2021
AED AED

Investment in financial assets at fair value through profit or loss (FVIPL) 19,404,579 15,587,696

Following is the movement of investments at FVIPL duting the year:

2022 2021

AED AED

As at 1 January 15,587,696 16,035,325
Additions 2,749,991 514,916
Disposals - (463,657)
Change in fair value 1,066,892 (498,888)
As at 31 December 19,404,579 15,587,696

During the year ended 31 December 2022, the Company has purchased 981,240 shares (2021: 173,776 shares)
measured at fair value through profit or loss. All investments are held within U.A.E. except for investments at
FVTPL amounting to AED 0.1 million (2021: AED 0.1 million).

8 FAIR VALUE OF FINANCIAL INSTRUMENTS
Fair value hierarchy of assets measured at fair value
The following table analyses assets measured at fair value at the reporting date, by the level in the fair value

hierarchy into which the fair value measurement, as mentioned in note 3.6, is categorised. The amounts are
based on the values recognised in the statement of financial position.

31 December 2022 Level 1 Level 3 Total
AED AED AED

Financial assets

Investment in financial assets at FVIPL (note 7) 18,606,532 798,047 19,404,579

Non-financial assets

Investment property (note 9) 157,931,895 157,931,895

18,606,532 158,729,942 177,336,474

Financial assels
Investment in financial assets at FVIPL (note 7) 14,793,563 794,133 15,587,696

Non-financial assets

Investment propetty (note 9) 157,931,895 157,931,895

14,793,563 158,726,028 173,519,591

9 INVESTMENT PROPERTY
2022 2021
AED AED
As at 31 December 157,931,895 157,931,895

Investment property comprises of a property in Al Barsha First, Dubai. As at 31 December 2022, the fair value
of the property is based on valuation performed by accredited independent valuers who are specialists in
valuing these type of investment property.

The valuation model used are in accordance with recommended industry practice. The fair value of the
investment propetty was estimated based on fair valuation techniques and assumptions with reference to recent
rental value of similar properties in an active market.
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10 INSURANCE RECEIVABLES

Due from policy holders

Due from insurance and reinsurance companies
Due from agents and brokers

Due from garages

Expected credit losses

Movement in the expected credit losses is as follows:

As at 1 January
Reversal duting the year *
As at 31 December

2022 2021
AED AED
24,000,840 21,691,990
114,667,703 109,515,960
151,672,135 117,490,272
22,229,202 11,348.747
312,569,880 260,046,969
(59,999,855)  (60,852,030)
252,570,025 199,194,030
2022 2021

AED AED
60,852,030 61,096,317
(852,175) (244,287)
59,999,855 60,852,030

*Duting the year, the management have written off AED 852,175 (2021: AED 244,287) of receivables and

resultantly the provision related to it has been written off.

1 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS

Movement in outstanding claims reserve is analysed as follows:

2022

As at 1 January

Settled during the yeatr
Provision made during the year
As at 31 December

2021

As at 1 January

Settled during the year
Provision made during the year
As at 31 December

Movement in IBNR reserve is analysed as follows:
2022

As at 1 January
Net movement during the year
As at 31 December

2021

As at 1 January
Provision made during the year
As at 31 December

Gross Reinsurance Net

AED AED AED
205,521,572  (156,949,806) 48,571,766
(456,431,639) 179,486,820 (276,944,819)
417,596,848  (150,536,408) 267,060,440
166,686,781  (127,999,394) 38,687,387
192,617,171  (148,879,390) 43737781
(412,829,309) 95,755,774  (317,073,535)
425,733,710  (103,826,190) 321,907,520
205,521,572 (156,949,8006) 48,571,766
Gross Reinsurance Net

AED AED AED
74,865,138  (26,313,057) 48,552,081
(1,505,579 4,702,113 3,196,534
73,359,559 (21,610,944) 51,748,615
50,581,753 (16,036,589) 34,545,164
24,283,385 (10,276,468) 14,006,917
74,865,138 (26,313,057) 48,552,081
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11 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS

(continued)

Movement in unearned premium tresetve is analysed as follows:

2022 Gross Reinsurance Net
AED AED AED

As at 1 January 218,630,722  (73,880,741) 144,749,981

Ptovision made duting the year 324,444,710  (96,482,512) 227,962,198

Provision released during the year (218,630,722) 73,880,741  (144,749,981)

As at 31 December 324,444,710  (96,482,512) 227,962,198

2021

As at 1 January 266,320,166  (54,989,405) 211,330,761

Provision made during the year 218,630,722 (73,880,741) 144,749,981

Provision released during the year (266,320,166) 54,989,405  (211,330,761)

As at 31 December 218,630,722  (73,880,741) 144,749,981

Mathematical reserve represents amounts set aside to meet the aggregate amount of the liabilities of the

Company in relation to its long-term life business as at 31 December 2022.

Movement can be analysed as follows:

2022 Gross Reinsurance Net
AED AED AED
As at 1 Januaty 1,157,216 (1,149,880) 7,336
Movement during the year (905,170) 898,762 (6,408)
As at 31 December 252,046 (251,118) 928
2021
As at 1 January 1,146,197 (1,137,370) 8,327
Movement during the year 11,019 (12,010 (991)
As at 31 December 1,157,216 (1,149,880) 7,336
Movement in unexpired risk reserve is analysed as follows:
2022 Gross Reinsurance Net
AED AED AED
As at 1 January 5,795,710 (395,922) 5,399,788
Provision made during the year (1,107,080) 395,922 (711,158)
As at 31 December 4,688,630 - 4,688,630
2021
As at 1 January 118,641 - 118,641
Provision made during the year 5,677,069 (395,922) 5,281,147
As at 31 December 5,795,710 (395,922) 5,399,788
Movement in unallocated loss adjustment expense reserve is analysed as follows:
2022 Gross Reinsurance Net
AED AED AED
As at 1 January 6,337,177 - 6,337,177
Provision made during the year (2,584,839) - (2,584,839)
As at 31 Decembet 3,752,338 - 3,752,338
2021
As at 1 Januvary 4,083,362 - 4,083,362
Provision made during the year 2,253,815 - 2,253,815
As at 31 December 6,337,177 - 6,337,177
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

11 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS

(continued)

DEFERRED ACQUISITION COSTS

As at 1 January

Expenses incurred during the year

Less: amortisation charged to the statement of comprehensive income
As at 31 December

DEFERRED COMMISSION INCOME

As at 1 January

Commission received during the year

Commission income released to the statement of comprehensive income
As at 31 December

12 OTHER RECEIVABLES AND PREPAYMENTS

Accrued intetest income
Prepayments

Staff advances

Deferred TPA fees

Othet receivables

Less: Expected credit losses

13 CASH AND BANK BALANCES

Cash in hand
Bank balances:
Current accounts
Fixed deposits
Less: Expected credit losses

2022 2021
AED AED
24,212,266 37,338,946
93,604,302 48,970,293
(76,816,735)  (62,096,973)
40,999,833 24,212,266
2022 2021

AED AED
11,349,207 6,967,369
36,402,816 27,799,687
(32,397,129) (23,417,849
15,354,804 11,349,207
2022 2021

AED AED
1,254,339 630,692
525,003 2,098,447
137,731 35,814
7,617,026 -
8,293,888 8,692,381
(1,376,301) (338,306)
16,451,686 11,119,028
2022 2021

AED AED
77,834 73,053
10,491,956 1,356,695
197,405,468 190,914,063
(33,981) (33,981)
207,941,277 192,309,830

Fixed deposits with banks as at 31 December 2022 include AED 10.3 million (2021: AED 10.3 million)
deposited in the name of the Company to the order of the Ministry of Economy and Trade of the United Arab
Emirates as requited by the Federal Law Numbet (6) of 2007 relating to Central Bank of United Atab Emirates.

Fixed deposits amounting to AED 168.5 million (2021: AED 158.4 million) are under lien in respect of bank
credit facilities granted to the Company. All fixed deposits with banks mature within different periods not
exceeding one year from the date of deposit and carry interest rates between 1.2% to 4.9% (2021: 1% to 3%)
per annum. Cash and cash equivalents for the purpose of statement of cash flows are analysed as follows:

Cash and bank balances
Bank borrowings (note 18)
Cash and cash equivalents

2022 2021

AED AED
207,941,277 192,309,830

(158,788,906)  (154,550,305)
49,152,371 37,759,525
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

14 SHARE CAPITAL

2022 2021
AED AED
Issued and fully paid 230,000,000 shates of AED 1 each 230,000,000 230,000,000

15 STATUTORY RESERVE

In accordance with the UAE Commercial Companies Law No. 32 of 2021 (the “Law”) and the Company's
Articles of Association, 10% of the profit for the yeatr should be transferred to legal reserve. The Company
may resolve to discontinue such transfers when the reserve totals 50% of the paid-up share capital. The reserve
is not available for distribution except in the circumstances stipulated by the Law. Duting the year, no transfer
was made to the statutory resetve (2021: Nil).

16 GENERAL AND REINSURANCE RESERVE

General reserve

The general reserve is established through transfers from profit for the year as recommended by the Board of
Directors and approved by the Shareholdets at the Annual General Meeting. The reserve is distributable based
on a recommendation by the Board of Ditectors approved by a Shareholders' resolution. During the year no
transfers were made to the general reserves (2021: Nil). On tecommendation of Board of Directors,
Shateholders have approved, in annual general meeting held on 21 April 2022, transfer of AED 20 million
from general reserves to retained earnings (2021: AED 30 million).

Reinsurance reserve

In accordance with Central Bank of United Arab Emirates’ Board of Directors’ Decision No. 23, Article 34,
an amount of AED 1.14 million based on the reinsurance share of premium at a rate of 0.5% was transferred
from retained eatnings to reinsurance reserve (2021: AED 1 million). The reserve is not available for
distribution, and will not be disposed of without prior approval from Central Bank of United Arab Emirates.

17 PROVISION FOR EMPLOYEES' END OF SERVICE INDEMNITY

Movement in the provision is as follows:

2022 2021

AED AED

As at 1 January 7,612,039 10,401,343

Charge for the year 950,446 1,094,939

Paid duting the year (1,987,477) (872,442)

Reversal during the year - {3,011,801)

As at 31 December 6,575,008 7,612,039
18 BANK BORROWINGS

2022 2021

AED AED

Bank overdrafts 158,788,906 154,550,305

The Company has bank facilities in the form of overdrafts payable upon demand and bearing interest ranging
from 1.25% to 5.15% pet annum (2021: 1.25% to 3.65%). These facilities are secured by lien on fixed deposits
amounting to AED 168.5 million (2021: AED 158.4 million). The bank overdraft limit provided under the
facilities is AED 166 million (2021: AED 156 million).
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements

For the year ended 31 December 2022

19 INSURANCE AND OTHER PAYABLES

Due to policy holders

Due to insurance and reinsurance companies
Due to agents and brokers

Due to garages

Other payables

Other payables can be analysed as follows:

Accrued expenses and payable to suppliers
VAT payable
Others

20 LEASE LIABILITY

2022 2021
AED AED
61,091,390 29,374,582
65,238,367 56,875,472
12,783,805 6,857,486
18,134,597 20,408,933
17,521,427 17,826,229
174,769,586 131,342,702
2022 2021
AED AED
11,369,978 8,721,185
3,973,047 2,837,778
2,178,402 6,267,266
17,521,427 17,826,229

The Company has leases fot the premises, head office building and its branch offices as at 31 December 2022.

With the exception of short-term leases and leases of low-value undetlying assets, each lease is reflected on the
statement of financial position as a right-of-use asset and a lease liability. The Company classifies its right-of-
use asset in a consistent manner to its property and equipment (see note 5). Future minimum lease payments

at 31 December 2022 were as mentioned below:

Within 1year 1-2 years 2-3 years Total
AED AED AED AED
31 December 2022
Lease payments 1,503,608 - - 1,503,608
Finance charges (30,668) - - (30,668)
Net present values 1,472,940 - - 1,472,940
31 December 2021
Lease payments 4,754,810 4,253,608 - 9,008,418
Finance charges (279,086) (104,159) - (383,245)
Net present values 4,475,724 4,149,449 - 8,625,173

The Company has elected to account for short-term leases and leases of low-value assets using the practical
expedients. Instead of recognising a right-of-use asset and lease liability, the payments in relation to these are
recognised as an expense in profit or loss on a straight-line basis over the lease term. Operating lease payments
represent rentals payable by the Company for its branch offices. At reporting date, the Company has
outstanding commitments under non-cancellable operating leases, which fall due as follows:

Less than one year

2022 2021
AED AED
188,905 575,938
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

21 NET INVESTMENT LOSS

Allocated general and administrative expenses to investment
Gain/(loss) on revaluation of financial assets at FVIPL (note 7)
Rental income from investment property

Interest income on fixed deposits

Dividend income from financial assets at FVIPL

Net gain on sale of financial assets at FVTPL

Other expenses

Gain on termination of lease liability

Gain/ (loss) on disposal of property and equipment

2022 2021
AED AED
(10,786,046)  (8,727,636)
1,066,892  (498,888)
5,880,661 4,112,520
3,453,241 4,584,789
434,741 198,120

- 20,269

(785,767) ;
92,830 :
18,083 (518)
(625,365)  (311,344)

No social contribution made by the Company to be included in unallocated general administrative expenses

during the year (2021: Nil).

22 GENERAL AND ADMINISTRATIVE EXPENSES

Loss for the year has been arrived at after charging the following expenses which are included in the general
and administrative expenses and unallocated general and administrative expenses.

Staff cost
Depreciation of property and equipment (note 5)

23 LOSS PER SHARE

2022
AED
30,598,688

3,031,450

2021
AED
28,806,099

5,855,854

Basic loss per share are calculated by dividing the loss for the year attributable to shareholders by the weighted

average number of shares outstanding at reporting date.

Loss for the year (AED)

Directors’ fee paid (AED)

Loss for the year atttibutable to equity holders (AED)
Weighted average number of shares

Loss per share (AED)

24 RELATED PARTY TRANSACTIONS

2022 2021
(49,445,573)  (62,944,084)
- (1,535,000)
(49,445,573)  (64,479,084)
230,000,000 230,000,000
(0.2) 0.3)

The Company entets into transactions with companies and entities that fall within the definition of a related
party as contained in International Accounting Standard (IAS) 24: Related Party Disclosures. Related parties
comprise companies and entities under common ownership and/ot common management and control,
shareholders, directors and key management personnel of the Company, their close family members and
entities controlled, jointly controlled or significantly influenced by such parties. The Company’s management
believes that the terms of such transactions are not significantly different from those that could have been

obtained from third patties.
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

24  RELATED PARTY TRANSACTIONS (continued)

At reporting date, amounts due from related parties were as follows:

Included in due from related parties

Due from related patties
Due from shareholders
Expected credit losses

Included in insurance contract Iiabilities
Gross outstanding claims

Movement in the expected credit losses can be analysed as follows:

As at 1 January

Chatge duting the year
Reversal during the year
As at 31 December

2022 2021
AED AED
105,398,685 104,752,832
800,709 1,038,574
(91,569,685)  (90,107,680)
14,629,709 15,683,726
140,133 98,264
2022 2021

AED AED
90,107,680 91,307,680
1,462,005 51,301

- (1,251,301)
91,569,685 90,107,680

These amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received.

During the year, the Company entered into the following transactions with related parties:

Gross premiums
Claims paid

Compensation of key management personnel
Salaries and benefits

2022
AED

2,728,141
(393,122)

4,063,032

2021
AED

3,239,919
(863,458)

3,004,095
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2022

26 CONTINGENT LIABILITIES AND COMMITMENTS

Guarantees
2022 2021
AED AED
Letters of guarantee 12,611,698 15,831,735

Contingent liabilities

The Company in common with other insurance companies, is involved as defendant in a number of legal cases
in respect of its underwriting activities. A provision is made in respect of each individual case where it is
ptobable that the outcome would result in a loss to the Company in terms of an outflow of economic resources
and are liable estimate of the amount of outflow can be made.

Commitments

As at 30 September 2022, Al Sagr Cooperative Insurance Company (associate) had an outstanding commitment
of 15 million Saudi Riyals in respect of purchase of investments relating to mutual fund and cost towards
implementation of new software (31 December 2021: 8.8 million Saudi Riyals).

27 CAPITAL RISK MANAGEMENT
The Company’s objectives when managing capital ate:

* to comply with the insurance capital requirements required by UAE Federal Law No. 6 of 2007. The
Company manages its capital on a basis of its minimum regulatory capital position presented in the table
below:

*  to safeguard the Company’s ability to continue as a going concern so that it can continue to provide
returns for shareholders and benefits for other stakeholders; and

*  to provide an adequate return to shareholders by pricing insurance contracts commensurately with the
level of risk,

The table below summarises the Minimum Capital Requirement, Minimum Guarantee Fund and Solvency
Capital Requirernent of the Company and the total capital held to meet these solvency margins as defined in
the Financial Regulations for Insurance Companies issued by the Central Bank of UAE. In accordance with
Citcular No. CBUAE/BSD/N/2022/923 of CBUAE dated 28 February 2022, the Company has disclosed the
solvency position for the immediately preceding period as the curtent year solvency position is not yet finalised.

(Unaudited)

30 September

2022

AED

Minimum Capital Requirement (MCR) 100,000,000
Solvency Capital Requirement (SCR) 130,644,000
Minimum Guarantee Fund (MGF) 82,925,000
Basic Own Funds 55,704,000
MCR Solvency Matgin — Deficit (44,296,000)
SCR Solvency Margin — Deficit (74,940,000)
MGEF Solvency Margin — Deficit (27,221,000)

As per Article (8) of Section 2 of the Financial Regulations for Insurance Companies issued by the Central
Bank of UAE, the Company shall at all times comply with the requitements of Solvency Margins. As at
30 September 2022, the Company had minimum capital, solvency capital and minimum guarantee fund deficits
of AED 44.3 million, AED 74.9 million and AED 27.2 million as compared to requirements of AED 100
million, AED 130.6 million and AED 82.9 million respectively.
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28 RISK MANAGEMENT

The Company issues contracts that transfer either insurance risk or both insurance and financial risks. The
Company does not issue contracts that transfer only financial tisks. This section summatises these risks and
the way the Company manages them:

28.1 Governance framework

The primary objective of the Company’s risk and financial management framework is to protect the Company’s
shareholders from events that hinder the sustainable achievement of the set financial performance objectives.
Management recognises the critical importance of having efficient and effective risk management systems in
place.

28.2  Risk management framework

The Board of Ditectors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board has established the Audit Committee, which is tesponsible for developing
and monitoring the Company’s risk management policies. The committee reports regularly to the Board of
Directots on its activities.

The Company’s risk management policies ate established to identify and analyse the tisks faced by the
Company, to set approptiate tisk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Company’s activities.

The Company’s Audit Committee oversees how management monitors compliance with the Company’s risk
management policies and procedures and reviews the adequacy of the risk management framework in relation
to the risks faced by the Company. The Company’s Audit Committee is assisted in its oversight role by Internal
Audit. Internal Audit undertakes both regular and ad hoc reviews of risk management controls and procedures,
the results of which are repotted to the Audit Committee.

28.3  Capital management framework

The Company has an internal risk management framework for identifying risks to which each of its business
units and the Company as a whole is exposed, quantifying their impact on economic capital.

28.4  Regulatory framework

Regulators are primatily interested in protecting the rights of the policyholders and shareholders and monitor
closely to ensure that the Company is satisfactotily managing affairs for their benefit. At the same time, the
regulators are also interested in ensuring that the Company maintains an appropriate solvency position to meet
unforeseen liabilities atising from economic shocks or natural disasters.

The operations of the Company are also subject to regulatory requirements within the U.A.E. Such regulations
not only prescribe approval and monitoring of activities, but also impose certain restrictive provisions to
minimise the risk of default and insolvency on the part of the insurance companies to meet unforeseen liabilities
as these arise.

28.5  Asset liability management (ALM)

Financial risks atise from open positions in interest rate, currency and equity products, all of which are exposed
to general and specific market movements. The main risk that the Company faces due to the natute of its
investments and liabilities is interest rate risk and equity price risk. The Company manages these positions
within an ALM framework that has been developed by management to achieve long-term investment returns
in excess of its obligations under insurance and investment contracts. The Company’s ALM is also integrated
with the management of the financial risks associated with the Company’s other financial assets and liabilities
not directly associated with insurance and investment liabilities.

The Company’s ALM (cuttently with the Risk committee) also forms an integral part of the insurance risk
management policy, to ensute in each period sufficient cash flow is available to meet liabilities arising from
insurance.
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28  RISK MANAGEMENT (continued)
28.5  Asset liability management (ALM) (continued)

Insurance risks

The Company accepts insurance risk through its written insurance contracts. The Company is exposed to
uncertainty surrounding the timing, frequency and severity of claims under these contracts. The Company
writes the following types of general insurance and life insurance contracts:

General insurance conttacts include Liability insurance, Propetty insurance, Motor insurance, Fite insurance,
Medical insurance, Marine insurance and Engineering insurance contracts. Life insurance contracts include
Group life and Credit life insurance contracts.

The principal risk the Company faces under insurance contracts is that the actual claims and benefit payments
ot the timing thereof, differ from expectations. This is influenced by the frequency of claims, sevetity of claims,
actual benefits paid and subsequent development of long-term claims. Therefore, the objective of the Company
is to ensure that sufficient reserves are available to cover these liabilities.

The above risk exposure is mitigated by diversification across a large pottfolio of insurance contracts. The
variability of risks is also improved by careful selection and implementation of undetwriting strategy guidelines,
as well as the use of reinsurance arrangements. The Company only issues short term insurance contracts in
connection with property, motor, marine and casualty tisks. Two key elements of the Company’s insurance
risk management framework are its underwriting strategy and reinsurance strategy, as discussed below:

Underwriting strategy

The Company’s underwriting strategy is to build balanced portfolios based on a large numbet of similat risks.
This reduces the variability of the pottfolio’s outcome,

The underwriting strategy is set out by the Company that establishes the classes of business to be written, the
territories in which business is to be written and the industry sectors in which the Company is prepared to
underwrite. This strategy is cascaded by the business units to individual underwriters through detailed
underwriting authorities that set out the limits that any one underwriter can write by line size, class of business,
territory and industry in order to ensure appropriate risk selection within the portfolio. All general insurance
contracts except marine and property, are annual in nature and the underwriters have the right to refuse renewal
or to change the terms and conditions of the contract at renewal.

The principal risk the Company faces under insurance contracts is that the actual claims and benefits payments
or the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims,
actual benefits paid and subsequent development of long-term claims. Therefore, the objective of the Company
is to ensure that sufficient reserves are available to cover these liabilities.

The above risk exposure is mitigated by diversification across a large portfolio of insurance contracts. The
variability of risks is also improved by careful selection and implementation of underwriting strategy guideline,
as well as the use of reinsurance arrangements.

Frequency and amounts of claims

The Company has developed their underwriting strategy to diversify the type of insurance risks accepted and
within each of the categories to achieve sufficiently large populations of risk to reduce the variability of the
expected outcome. The frequency and amounts of claims can be affected by several factors. The Company
underwrite mainly property, motor, casualty, medical and marine risks. These are regarded as shott-term
insutance contracts as claims are normally advised and settled within one year of the insured event taking place.

Property

Property insurance covers a diverse collection of risks and therefore property insurance contracts are
subdivided into four risks groups, fire, business interruption, weather damage and theft. These contracts are
underwritten by reference to the commercial replacement value of the properties and contents insured. The
cost of rebuilding properties, of replacement or indemnity for contents and time taken to restart operations
for business interruptions ate the key factors that influence the level of claims under these policies.
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28 RISK MANAGEMENT (continued)

28.5  Asset liability management (ALM) (continued)
Insurance risks (continued)

Property (continued)
The greatest likelihood of significant losses on these contracts atises from storm, flood damage or other
weathet-related incidents.

Motor

Motor insurance contracts are designed to compensate policies holders for damage suffered to vehicles,
disability to third parties arising through accidents and fire or theft of their vehicles. Underwriting limits and
guidelines are in place to enforce appropriate tisk selection critetia.

The level of court awards for deaths and to injured parties and the replacement costs of motor vehicles are the
key factors that influence the level of claims.

Marine

Marine insurance is designed to compensate contract holdets for damage and liability atising through loss or
damage to marine craft and accidents at sea tesulting in the total or pattial loss of catgpes.

For marine insurance, the main risks ate loss or damage to marine craft and accidents resulting in the total ot
partial loss of cargoes. The underwriting strategy for the marine class of business is to ensure that policies are
well diversified in terms of vessels and shipping routes covered.

Casualty

For casualty class of business, such as wotkmen's compensation, personal accident, general third-party liability
and loss of money, the extent of loss or damage and the potential court awards are the main factors that
influence the level of claims.

The Company manage these risks through their underwriting strategy, adequate reinsurance arrangements and
proactive claims handling. The underwriting strategy attempts to ensute that the underwritten risks are well
diversified in terms of type and amount of risk. Underwtiting limits ate in place to enforce approptiate risk
selections.

The Company proactively manages and pursues early settlement of claims to reduce their exposure to
unpredictable developments. The Company have adequate reinsurance arrangements to protect their financial
viability against such claims for all classes of business. The Company have obtained adequate non-
proportionate reinsurance cover for all classes of business to limit losses to an amount considered apptopriate
by the management.

Medical

Medical selection is patt of the Company's underwtiting procedures, whereby contributions ate chatged to
reflect the health condition and family medical history of the applicants. Pricing is based on assumptions, such
as mortality and persistency, which consider past experience and current trends.

Contracts including specific risks and guarantees are tested for profitability according to predefined procedures
before approval.

Products are reviewed by the business units on an annual basis to confirm, or otherwise, that pricing
assumptions remain approptiate. Analysis is performed on earnings and liability movements to understand the
source of any material variation in actual result from what was expected. This confirm the appropriateness of
assumption and in underwriting and pricing.

Concentration of risk

The Company's underwriting activities are catried out in the United Arab Emirates and other Middle East
countries,
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28  RISK MANAGEMENT (continued)

28.5  Asset liability management (ALM) (continued)
Reinsurance strategy

The Company reinsures a portion of the insurance tisks it underwrites in order to control its exposure to losses
and protect capital resources. Ceded reinsurance contains credit tisk, as discussed in the financial risk
management note, The Company has a Reinsurance department that is responsible for setting the minimum-
security criteria for acceptable reinsurance and monitoring the purchase of reinsurance by the business units
against those ctiteria. The department monitors developments in the reinsurance programme and its ongoing
adequacy.

The Company buys a combination of proportionate and non-proportionate reinsurance treaties to reduce the
net exposure to the Company. In addition, underwriters are allowed to buy facultative reinsurance in certain
specified circumstances. All purchases of facultative reinsurance are subject to business unit pre-approval and
the total expenditure on facultative reinsurance is monitored regularly by reinsurance department.

Financial risk

The table below sets out the classification of each class of financial assets and liabilities along with their fair
values. For financial assets and liabilities carried at amortised cost, management believes that the amortised
cost of those instruments approximates to their fair values.

At 31 December 2022 FVTPL Amortised cost Total
Financial assets AED AED AED
Investment in financial assets at FVTPL (note 7) 19,404,579 - 19,404,579
Insurance receivables (note 10) - 252,570,025 252,570,025
Due from related parties (note 24) - 14,629,709 14,629,709
Other receivables (excluding prepayments) (note 12) - 15,926,683 15,926,683
Cash and bank balances (note 13) - 207,941,277 207,941,277
19,404,579 491,067,694 510,472,273
Financial liabilities
Bank borrowings (note 18) - 158,788,906 158,788,906
Insurance and othet payables (note 19) - 174,769,586 174,769,586
Lease liability (note 20) - 1,472,940 1,472,940
- 335,031,432 335,031,432
At 31 December 2021
Einancial assets
Investment in financial assets at FVIPL (note 7) 15,587,696 - 15,587,696
Insurance receivables (note 10) - 199,194,939 199,194,939
Due from related parties (note 24) - 15,683,726 15,683,726
Other receivables (excluding prepayments) (note 12) - 9,020,581 9,020,581
Cash and bank balances (note 13) - 192,309,830 192,309,830
15,587,696 416,209,076 431,796,772
Financial liabilities
Bank borrowings (note 18) - 154,550,305 154,550,305
Insurance and other payables (note 19) - 131,342,702 131,342,702
Lease liability (note 20) - 8,625,173 8,625,173
- 294,518,180 294,518,180

The Company has exposute to the following primary risks from its use of financial instruments and operations:

()  Credit risk;

() Liquidity risk;
(i) Market risk; and
(iv) Operational risk
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28  RISK MANAGEMENT (continued)

28.5  Asset liability management (ALM) (continued)
Financial risk (continued)

‘This note presents information about the Company’s exposure to each of the above risks, the Company’s
objectives, policies and processes for measuting and managing risk, and the Company’s management of capital.
Further quantitative disclosures are included throughout these financial statements.

i) Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by
failing to discharge an obligation. Compliance with the policy is monitored and exposutes and breaches are
regularly reviewed for pertinence and for changes in the tisk envitonment. For all classes of financial assets
held by the Company the maximum credit tisk exposute to the Company is the carrying value as disclosed in

the financial statements at the reporting date. Reinsurance is placed with reinsurers’ approved by the
management, which are generally international reputed companies.

To minimise its exposute to significant losses from reinsurer insolvencies, the Company evaluates the financial
condition of its reinsurer’s and monitors concentrations of credit tisk arising from similar geographic regions,
activities or economic charactetistics of the reinsurers.

At each reporting date, management performs an assessment of creditworthiness of reinsurers’ and updates
the reinsurance purchase strategy, ascettaining suitable allowance for impairment if required.

Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum exposure to
credit risk at the end of the reporting period was as follows:

2022 2021
Financial assets AED AED
Insurance receivables (note 10) 252,570,025 199,194,939
Due from related parties (note 24) 14,629,709 15,683,726
Other receivables (excluding prepayments) (note 12) 15,926,683 9,020,581
Bank balances (note 13) 207,863,443 192,236,777

490,989,860 416,136,023

Ageing of insurance receivables is as follows, management has booked an ECL of AED 59,999,855
(2021: AED 60,852,030) against the total exposure indicated below:

>90 91 to 180 181to 270  271to 365 > 365
days days days days days Total
AED AED AED AED AED AED
2022 131,702,054 35,292,183 17,168,573 9,604,724 118,802,346 312,569,880
2021 95,756,612 22,808,604 35,882,129 18,035,357 87,564,267 260,046,969

i) Liquidity risk
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its

financial liabilities. Liquidity requirements are monitored on a daily basis and management ensures that
sufficient funds are available to meet any commitments as they arise.
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28  RISK MANAGEMENT (continued)

28.5
Financial risk (continued)

ii) Liquidity risk (continued)
Maturity profiles

Asset liability management (ALM) (continued)

The table below summarises the maturity profile of the financial liabilities of the Company based on remaining
undiscounted contractual obligations. Repayments which are subject to notice are treated as if notice were to

be given.
Carrying  Contractual Lessthan 180 daysto1
amount cash flows 180 days year

31 December 2022 AED AED AED AED
Liabilities
Bank botrowings (note 18) 158,788,906  (158,788,906) (158,788,906) -
Insurance and other payables (note 19) 174,769,586  (174,769,586)  (174,769,586) -
Lease liability (note 20) 1,472,940 (1,472,940) - (1,472,940)
Total Liabilities 335,031,432 (335,031,432) (333,558,492) (1,472,940)
31 December 2021
Ligbilities
Bank bortowings (note 18) 154,550,305  (154,550,305)  (154,550,305) -
Insurance and other payables (note 19) 131,342,702 (131,342,702)  (131,342,702) -
Lease liability (note 20) 8,625,173 (8,625,173) - (8,625,173)
Total Liabilities 294,518,180  (294,518,180)  (285,893,007) (8,625,173)

iii) Market Risk

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in martket
prices, whether those changes are caused by factors specific to the individual security, or its issuer, ot factors
affecting all securities traded in the matket. The Company limits market risk by maintaining a diversified
portfolio and by continuous monitoting of developments in local equity and bond markets. In addition, the
Company actively monitots the key factors that affect stock and bond market movements, including analysis
of the operational and financial performance of investees.

a) Currency risk

Currency risk is the risk that the value of a financial instrtument will fluctuate due to changes in foreign exchange
rates and atises from financial instruments denominated in a foreign currency. The Company’s functional
currency is the U.A.E Ditham. The Company has exposures in USD, which is pegged with AED and the
Company’s exposure to cuttency tisk is limited to that extent, since almost all reinsurance arrangements are
denominated in USD.

b) Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because
of changes in market interest rates. The Company's exposure to interest rate relates to its bank deposits. At 31
December 2022, fixed deposits carried interest rates ranging from 1.2% to 4.9% (2021: 1% to 3%) per annum.

If interest rates had been 100 basis points lower throughout the year and all other vatiables were held constant,
the Company's net profit for the year ended 31 Decembet 2022 would decrease by approximately
AED 1.97 million (2021: AED 1.91 million). Similatly increase in interest by 100 basis points would result in
equal and opposite effect on profit for the year.
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28 RISK MANAGEMENT (continued)

28.5  Asset liability management (ALM) (continued)
Financial risk (continued)

iii)  Market Risk (continued)

c) Equity price risk

Equity price tisk is the risk that the fair value of a financial instruments will fluctuate because of changes in
market prices (other than those arising from interest rate risk or currency risk), whether those changes ate
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar
financial instruments traded in the market.

The Company’s equity price risk exposure relates to financial assets and financial liabilities whose values will
fluctuate as a result of changes in matket prices.

The Company’s equity price risk policy requires is to manage such risks by setting and monitoring objectives
and constraints on investments, diversification plans, sector and matket. The fair values of financial assets ate
not different from their carrying values.

Sensitivities

The table below shows the results of sensitivity testing on the Company’s profit or loss and equity by type of

business. The sensitivity analysis indicates the effect of changes in price risk factors arising from the impact of
the changes in these factors on the Company’s investments:

10% increase in price 10% decrease in price
Other Other
Profit or comprehensive comprehensive
loss income Profit or loss income
AED AED AED AED
31 December 2022
Fair value through profit or loss 1,940,458 - (1,940,458) -
31 December 2021
Fair value through profit or loss 1,558,770 - (1,558,770) =

iv) Operational Risk

Operational risk is the risk of loss atising from system failure, human error, fraud or external events. When
controls fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications
ot can lead to financial loss.

The Company cannot expect to eliminate all operational tisks, but by initiating a rigotous control framework
and by monitoring and responding to potental tisks, the Company is able to manage the tisks.

The Company has detailed systems and procedutes manuals with effective segregation of duties, access
controls, authorisation and reconciliation procedures, staff training and assessment processes etc, with a
compliance and internal audit framework. Business risks such as changes in environment, technology and the
industry are monitored through the Company’s strategic planning and budgeting process.

29 POST REPORTING DATE EVENTS

On 1 March 2023, the Board of Directors discussed and approved the proposal of reducing the paid capital to
AED 130 million and escalate it to the AGM for approval.

Except for the above event there are no other adjusting or significant non-adjusting events that have occurred
between the reporting date and the date of authorisation of these financial statements.
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