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Report on Review of the Condensed Interim Consolidated Financial Statements

To The Board of Directors
Jerusalem Insurance Company
Public Shareholding Company
Amman - Jordan

Introduction

We have reviewed the accompanying condensed interim consolidated financial statements of Jerusalem
Insurance Company PLC, comprising the interim consolidated statement of financial position as at 30 September
2018 and the related interim consolidated statement of profit or loss, interim consolidated statement of
comprehensive income, interim consolidated statement of changes in equity and interim consolidated statement
of cash flows for the nine months period then ended. Management is responsible for the preparation and
presentation of this interim financial information in accordance with International Accounting Standard number
(IAS 34) Interim Financial Reporting. Our responsibility is to express a conclusion on this interim consolidated
financial statement based on our review.

Scope of Review
We conducted our review in accordance with the International Standard on Review Engagements number (2410)

“Review of Interim Financial Information Performed by the Independent Auditor of the Entity.” A review of
condensed interim consolidated financial information consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. A review
is substantially less in scope than an audit conducted in accordance with International Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
condensed interim consolidated financial statements as at 30 September 2018 are not prepared, in all material
respects, in accordance with International Accounting Standard number (IAS 34) Interim Financial Reporting.

Other Matter
The General Assembly of the subsidiary Company (Jerusalem for Vehicles Maintenance Company) has approved
in its extraordinary meeting held on 31 October 2016 to liquidate the Company.

e
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Jerusalem Insurance Company
Public Shareholding Company
Interim consolidated statement of financial position

(In Jordanian Dinar)

30 September 31 December
2018 2017
(Unaudited) (Audited)
Assets
Bank deposits 19,474,473 20,256,812
Financial assets measured at fair value through profit or loss 1,059,509 1,235,544
Financial assets measured at amortized cost 3,092,396 3,097,000
Investment properties 953,626 954,025
Loans for life insurance policies holders and others 78,043 89,427
Total Investments 24,658,047 25,632,808
Cash on hand and at banks 370,015 543,579
Checks under collection 1,388,098 1,561,918
Accounts receivable - net 4,713,469 4,538,274
Reinsurers receivables - net 1,057,336 1,134,387
Deferred tax assets 1,028,836 987,946
Property and equipment 791,422 824,761
Intangible assets - net 267,388 293,755
Other assets 681,833 594,057
Total Assets 34,956,444 36,111,485
Liabilities and Equity
Liabilities
Unearned premium reserve - net 6,915,122 6,896,324
Outstanding claims reserve - net 9,819,487 10,637,078
Actuarial reserve - net 350,000 350,000
Total Technical Reserves 17,084,609 17,883,402
Accounts payable 1,914,786 1,752,493
Accrued expenses 23,521 46,221
Reinsurers payables 1,652,840 2,156,280
Other provisions 246,931 227,485
Income tax provision 145,879 116,038
Other liabilities 196,199 322,743
Total Liabilities 21,264,765 22,504,662
Equity
Paid - in capital 8,000,000 8,000,000
Statutory reserve 2,089,651 2,089,651
Voluntary reserve 1,668,538 1,668,538
Retained earnings 1,931,463 1,846,669
Total Shareholders Equity 13,689,652 13,604,858
Non-controlling interests 2,027 1,965
Total Equity 13,691,679 13,606,823
Total Liabilities and Equity 34,956,444 36,111,485

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company

Interim consolidated statement of profit or loss (Unaudited)

(In Jordanian Dinar)

Revenues

Gross written premiums

Less: reinsurers’ share

Net written premiums

Net change in unearned premiums reserve
Net earned premiums

Commissions received

Insurance policies issuance fees

Interest income

Gain (loss) from financial assets and investments, net
Other revenues related to underwriting
Other revenues

Total Revenues

Claims, losses and expenses
Paid claims

Less : recoveries

Less : reinsurers’ share

Net paid claims

Net change in claims reserves
Policies acquisition costs
Excess of loss premiums
Allocated employees’” expenses
Allocated administrative expenses
Other expenses

Net Claims

Unallocated employees expenses

Depreciation and amortization

Unallocated administrative expenses

Unneeded provision for impairment of receivables

Unneeded provision for impairment of reinsurers receivables

Unneeded provision for expected credit losses-bank deposits

Provision for expected credit losses - financial assets measured at amortized cost
Unneeded provision for expected credit losses - loans for life insurance policies holders
Unneeded provision for expected credit losses - checks under collection

Total Expenses

Profit for the period before income tax
Income tax
Profit for the period

Attributable :
Owners of the parent
Non-controlling interests

Basic and diluted earnings per share

For the three months ended

For the nine months ended

30 September 30 September 30 September 30 September
2018 2017 2018 2017

4,225,838 5,298,371 13,919,060 14,277,203
858,786 1,626,634 2,184,963 2,985,394
3,367,052 3,671,737 11,734,097 11,291,809
615,260 57,604 ( 18,798) ( 401,857)
3,982,312 3,729,341 11,715,299 10,889,952
279,911 379,537 721,439 827,877
193,245 145,221 649,066 398,353
329,039 246,591 970,786 839,141

( 36,951) ( 7,454) 140,029 75,331

49,223 52,342 153,295 82,724
41,643 - 41,643 147
4,838,422 4,545,578 14,391,557 13,113,525
4,189,718 3,995,182 12,986,691 10,298,203
710,745 548,243 2,050,191 1,119,529
41,999 174,240 377,677 802,679
3,436,974 3,272,699 10,558,823 8,375,995

( 49,29) (34229 ( 817591) 443,872

184,864 220,650 613,574 748,133

74,437 76,313 186,791 130,955
481,666 465,330 1,411,510 1,330,692
195,569 197,353 591,158 656,832
67,932 42,781 193,378 87,309
4,392,146 4,240,897 12,737,643 11,773,788
64,590 73,403 211,940 209,678
45,359 38,192 127,378 111,955
37,890 27,537 95,374 99,820

( 7,850) - ( 7,850) -

( 6,626) - ( 6,626) -

( 4,832) - ( 4,832) -

105 - 105 -

( 55) - ( 55) -

( 835) - ( 835) -
127,746 139,132 414,599 421453
318,530 165,549 1,239,315 918,284

( 73,911) (39453) (_274,460) (_213,836)
244,619 126,096 964,855 704,448
244,592 126,081 964,793 704,396

27 15 62 52
244,619 126,096 964,855 704,448
0.030 0.016 0.120 0.088

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Interim consolidated statement of comprehensive income (Unaudited)

(In Jordanian Dinar)

For the three months ended For the nine months ended
30 September 30 September 30 September 30 September
2018 2017 2018 2017

Profit for the period 244,619 126,096 964,855 704,448

Total comprehensive income for the period 244,619 126,096 964,855 704,448
Attributable:

Owners of the parent 244 592 126,081 964,793 704,396

Non-controlling interests 27 15 62 52

244,619 126,096 964,855 704,448

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Interim consolidated statement of changes in equity (Unaudited)

(In Jordanian Dinar)

Balance at 1 January 2018

Impact of adopting IFRS (9)

Restated opening balance at 1 January 2018
Total comprehensive income for the period
Paid dividends

Balance at 30 September 2018

Balance at 1 January 2017

Total comprehensive income for the period
Paid dividends

Balance at 30 September 2017

Paid - In Reserves Retained * Total Shareholders = Non-Controlling Total
Capital Statutory ~ Voluntary Earnings Equity Interest Equity
8,000,000 2,089,651 1,668,538 1,846,669 13,604,858 1,965 13,606,823
- - - ( 79,999) ( 79,999) - ( 79,999)
8,000,000 2,089,651 1,668,538 1,766,670 13,524,859 1,965 13,526,824
- - - 964,793 964,793 62 964,855
- - - (800,000 ( 800,000) - ( 800,000)
8,000,000 2,089,651 1,668,538 1,931,463 13,689,652 2,027 13,691,679
8,000,000 2,089,651 1,668,538 1,686,115 13,444,304 1,913 13,446,217
- - - 704,396 704,396 52 704,448
- - - (_ 640,000) ( 640,000) - (  640,000)
8,000,000 2,089,651 1,668,538 1,750,511 13,508,700 1,965 13,510,665

* The retained earnings as at 30 September 2018 include an amount of JOD (1,028,836) restricted against deferred tax assets.

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”



Jerusalem Insurance Company
Public Shareholding Company
Interim consolidated statement of cash flows (Unaudited)

(In Jordanian Dinar)

30 September 30 September

Paid income tax 260,246) ( 103,737)

2018 2017

Operating activities
Profit before income tax 1,239,315 918,284
Depreciation and amortization 127,777 112,353
Loss from sale of properties - ( 147)
Net change in unearned premium reserves 18,798 401,857
Net change in claims reserves ( 817,591) 443,872
Provision for educational training and technical support fund 18,964 -
Provision for end of service indemnity 19,679 105,305
Change in fair value 40,621 15,886
Gain on sale of financial assets at fair value through profit or loss ( 94,287) -
Unneeded provision for impairment of receivables ( 7,850) -
Unneeded provision for impairment of reinsurers receivables ( 6,626) -
Unneeded provision for expected credit losses - bank deposits ( 4,832) -
Provision for expected credit losses - financial assets measured at amortized cost 105 -
Unneeded provision for expected credit losses - loans for life insurance policies holders ( 55) -
Unneeded provision for expected credit losses - checks under collection ( 835) -
Changes In working capital
Checks under collection 166,845 ( 590,659)
Accounts receivable ( 208,215) ( 2,334,678)
Reinsurers receivables 55,403 ( 182,795)
Other assets ( 87,776) (  252,734)
Accounts payable 162,293 893,465
Reinsurers payables ( 503,440) 539,634
Accrued expenses ( 22,700) 8,247
Other provisions ( 19,197)  ( 139,818)
Other liabilities ( 126,544) 15,828

(

(

Net cash flows used in operating activities 310,394) ( 149,837)

Investing activities

Bank deposits 3,189,083 7,055,437
Financial assets measured at fair value through profit or loss ( 465534) (182,787
Sale of financial assets at fair value through profit or loss 695,235 30,713
Loans for life insurance policies holders and others 10,992 5,933
Property and equipment ( 67672) (  108,734)
Proceeds from sale equipment and property - 147
Net cash flows from investing activities 3,362,104 6,800,709

Financing activities

Paid dividends ( 800,000) (  640,000)
Net change in cash and cash equivalents 2,251,710 6,010,872
Cash and cash equivalents, beginning of year 4,166,794 410,227
Cash and cash equivalents, end of period 6,418,504 6,421,099

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Statement of underwriting revenues for the life insurance (Unaudited)

(In Jordanian Dinar)

30 September 30 September

2018 2017
Written premiums
Direct insurance 230,174 64,207
Reinsurance inward business 3,236 2,281
Total premiums 233,410 66,488
Less:
Local reinsurance share 166,178 37,159
Net premiums 67,232 29,329
Add:
Balance at beginning of the period
Unearned premiums reserve 8,779 16,140
Less : reinsurers’ share 6,462 11,174
Net unearned premiums reserve at beginning of the period 2,317 4,966
Actuarial reserves, at beginning of the period 350,000 350,000
Less:
Balance at ending of the period
Unearned premiums reserve 82,995 21,002
Less: reinsurers’ share 70,253 16,735
Net unearned premiums reserve at the end of the period 12,742 4,267
Actuarial reserves, at end of the period 350,000 350,000
Net earned revenues from written premiums 56,807 30,028

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”



Jerusalem Insurance Company
Public Shareholding Company
Statement of cost of claims for the life insurance (Unaudited)

(In Jordanian Dinar)

30 September 30 September

2018 2017
Paid claims 8,471 78,108
Less:
Local reinsurers’ share 6,236 55,632
Net paid claims 2,235 22,476
Add:
Outstanding claims reserve at end of the period
Reported claims 205,403 299,258
Incurred but not reported claims 10,000 10,000
Less : reinsurers’ share 11,266 81,641
Net outstanding claims reserve at end of the period 204,137 227,617
Reported claims 194,137 217,617
Incurred but not reported claims 10,000 10,000
Less
Outstanding claims reserve at beginning of the period
Reported 307,258 309,258
Incurred but not reported claims 10,000 10,000
Less : reinsurers’ share 85,891 90,641
Net outstanding claims reserve at beginning of the period 231,367 228,617
Net claims cost ( 24,995) 21,476

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”



Jerusalem Insurance Company
Public Shareholding Company
Statement of underwriting profit (loss) for the life insurance (Unaudited)

(In Jordanian Dinar)

30 September 30 September

2018 2017

Net earned revenues from written premiums 56,807 30,028
Less:

Net claims cost ( 24,995) 21,476
Add:

Commissions received 2,256 358
Insurance policies issuance fees 5,064 1,546
Total revenues 7,320 1,904
Less:

Policies acquisition costs 147 310
Allocated administrative expenses 72,086 40,059
Total expenses 72,233 40,369
Underwriting profit (loss) 16,889 (29,913

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Statement of underwriting revenues for the general insurance (Unaudited)

(In Jordanian Dinar)

Fire and other property

Motors Marine damage Liability Medical Others Total
30 September 30 September 30 September 30 September 30 September 30 September 30 September
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Written Premiums:
Direct insurance 8,266,743 | 8,600,760 661,895 750,390 | 1,183,492 2,074,523 226,056 168,259 | 2,929,376 | 2,254,844 26,071 26,639 13,293,633 | 13,875,415
Facultative inward reinsurance 262,201 206,735 - - 129,.523 128,146 293 419 - - - - 392,017 335,300
Total Premiums 8,528,944 | 8,807,495 661,895 750,390 | 1,313,015 2,202,669 226,349 168,678 | 2,929,376 | 2,254,844 26,071 26,639 13,685,650 | 14,210,715
Less:
Local reinsurance share 63,150 57,293 - 2,215 29,685 91,948 - 1,829 - - - - 92,835 153,285
Foreign reinsurance share 994 - 511,811 578,967 | 1,225,592 2,052,775 149,986 123,376 14,666 17,689 22,901 22,143 1,925,950 2,794,950
Net written premiums 8,464,800 | 8,750,202 150,084 169,208 57,738 57,946 76,363 43,473 | 2,914,710 | 2,237,155 3,170 4,496 11,666,865 | 11,262,480
Add:
Balance at beginning of the period
Unearned premiums reserve 5,945,881 | 6,363,152 313,216 259,600 | 1,435,216 674470 72,522 70,062 812,370 220,228 4,714 16,276 8,583,919 7,603,788
Less: reinsurers’ share - - 239,634 198,396 | 1,393,626 646,133 52,078 56,257 - - 4,574 12,393 1,689,912 913,179
Net unearned premiums reserve at the beginning of the period | 5,945,881 6,363,152 73,582 61,204 41,590 28,337 20,444 13,805 812,370 220,228 140 3,883 6,894,007 6,690,609
Less:
Balance at end of the period
Unearned premiums reserve 5,588,586 | 5,934,978 246,077 270,897 824,379 1,673,441 114,522 109,335 | 1,195,882 | 1,035,291 14,975 11,900 7,984,421 9,035,842
Less : reinsurers’ share - - 201,191 219,987 790410 1,624,894 77,103 86,973 - - 13,337 10,823 1,082,041 1,942,677
Net unearned premiums reserve at end of the period 5,588,586 | 5,934,978 44,886 50,910 33,969 48,547 37,419 22,362 | 1,195,882 | 1,035,291 1,638 1,077 6,902,380 7,093,165
Net earned revenues from written premiums 8,822,095 | 9,178,376 178,780 179,502 65,359 37,736 59,388 34,916 | 2,531,198 1,422,092 1,672 7,302 11,658,492 | 10,859,924

-11 -

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”




Jerusalem Insurance Company
Public Shareholding Company
Statement of claims cost for the general insurance (Unaudited)

(In Jordanian Dinar)

Motors Marine Fire and other property Liability Medical Others Total
damage
30 September 30 September 30 September 30 September 30 September 30 September 30 September
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
Paid claims 10,535,240 8,441,330 134,025 278,409 172,465 448,022 4,830 3,311 2,120,911 1,043,300 10,749 5,723 12,978,220 | 10,220,095
Less:
Recoveries 1,861,604 934,296 94,410 155,437 696 9,318 382 537 93,099 19,941 - - 2,050,191 1,119,529
Local reinsurance share 18,582 93,201 - - - - - - - - - - 18,582 93,201
Foreign reinsurance share 96,607 203,585 88,417 87,314 157,850 358,035 - - - - 9,985 4,912 352,859 653,846
Net Paid Claims 8,558,447 7,210,248 ( 48,802) 35,658 13,919 80,669 4,448 2,774 2,027,812 1,023,359 764 811 10,556,588 8,353,519
Add:
Outstanding claims reserve at end of the period 7,496,008 8,458,887 220,004 117,084 846,603 724,114 29,450 15,490 93,874 100,000 28,776 28,776 8,714,715 9,444,351
Reported claims 2,550,000 2,550,000 75,000 75,000 45,000 45,000 - - 207,922 103,000 - - 2,877,922 2,773,000
less: reinsurers’ share 530,578 566,020 138,189 92,770 831,685 696,541 300 - - - 15,000 15,200 1,515,752 1,370,531
Recoveries 461,535 173,708 - - - - - - - - - - 461,535 173,708
Net outstanding claims reserve at end of the period 9,053,895 10,269,159 156,815 99,314 59,918 72,573 29,150 15,490 301,796 203,000 13,776 13,576 9,615,350 | 10,673,112
Reported claims 6,503,895 7,719,159 81,815 24,314 14,918 27,573 29,150 15,490 93,874 100,000 13,776 13,576 6,737,428 7,900,112
Incurred but not reported claims 2,550,000 2,550,000 75,000 75,000 45,000 45,000 - - 207,922 103,000 - - 2,877,922 2,773,000
Less:
Outstanding claims reserve at beginning of the period
Reported claims 8,105,178 7,742,281 115,194 108,943 906,401 1,022,190 15,490 15,565 117,079 255,143 30,814 29,776 9,290,156 9,173,898
Incurred but not reported claims 2,550,000 | 2,550,000 75,000 75,000 45,000 45,000 - - 142,396 100,000 - - 2,812,396 | 2,770,000
Less: reinsurers’ share 568,775 676,736 93,536 93,842 882,923 929,280 - - - - 17,236 15,800 1,562,470 1,715,658
Recoveries 134,371 - - - - - - - - - - - 134,371 -
Net outstanding claims reserve at beginning of the period 9,952,032 9,615,545 96,658 90,101 68,478 137,910 15,490 15,565 259,475 355,143 13,578 13,976 10,405,711 | 10,228,240
Net claims cost 7,660,310 7,863,862 11,355 44,871 5,359 15,332 18,108 2,699 2,070,133 871,216 962 411 9,766,227 8,798,391

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Statement of underwriting profit (loss) for the general insurance (Unaudited)

(In Jordanian Dinar)

Fire and other

Motors Marine property damage Liability Medical Others Total
30 September 30 September 30 September 30 September 30 September 30 September 30 September
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

Netearned revenues from written premiums 8,822,095 9,178,376 178,780 179,502 65,359 37,736 59,388 34,916 2,531,198 1,422,092 1,672 7,302 11,658,492 10,859,924
Less:

Netclaims cost 7,660,310 7,863,862 11,355 44,871 5,359 15,332 | 18,108 2,699 2,070,133 871,216 962 411 9,766,227 8,798,391
Add:

Commissions received 364 5 357,519 378,249 319,221 402,097 33,546 38,532 - - 8,533 8,636 719,183 827,519
Insurance policies issuance fees 433,126 235,892 20,596 15,125 41,757 38,188 8,883 5,505 138,184 100,735 1,456 1,362 644,002 396,807
Other revenues 41,157 27,252 - 23,202 4 - - - 112,134 32,270 - - 153,295 82,724
Total revenue 474,647 263,149 378,115 416,576 360,982 440,285 | 42,429 44,037 250,318 133,005 9,989 9,998 1,516,480 1,307,050
Less:

Policies acquisition costs 440,846 597,469 19,962 25,741 84,667 84,467 | 14,187 5,339 51,188 30,519 2,577 4,288 613,427 747,823
Excess of loss premiums 113,791 62,330 14,000 13,125 59,000 55,500 - - - - - - 186,791 130,955
Allocated administrative expenses 1,180,038 1,214,798 158,821 144,846 210,042 271414 | 21,500 25,613 357,669 288,296 2,512 2,498 1,930,582 1,947,465
Other expenses 7,531 1,585 - - - - - - 185,847 85,724 - - 193,378 87,309
Total expenses 1,742,206 1,876,182 192,783 183,712 353,709 411,381 35,687 30,952 594,704 404,539 5,089 6,786 2,924,178 2,913,552
Underwriting profit (loss) ( 105,774) ( 298,519) 352,757 367,495 67,273 51,308 48,022 45,302 116,679 279,342 5,610 | 10,103 484,567 455,031

“The accompanying notes from (1) to (6) are an integral part of these condensed interim consolidated financial statements and read with review report”
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Jerusalem Insurance Company
Public Shareholding Company
Notes to the condensed interim consolidated financial statements (Unaudited)
30 September 2018

(In Jordanian Dinar)

1.

General

Jerusalem Insurance Company was established during 1975 as a Public Shareholding Company and
registered at the Ministry of Trade and Industry under number (93). The Company head office is in the
Hashemite Kingdom of Jordan. The Company is engaged in insurance activity including accidents, fire,
marine, transportation, motors, public liability and medical insurance.

The condensed interim consolidated financial statements have been approved for issue by the Company’s
Board of Directors on 22 October 2018.

Summary of Significant Accounting Policies

Basis of Preparation

The condensed interim consolidated financial statements of the company have been prepared in accordance
with IAS 34 Interim Financial Reporting. They do not include all of the information required in annual
financial statements in accordance with IFRS, and should be read in conjunction with the consolidated
financial statements of the Company for the year ended 31 December 2017.

The condensed interim consolidated financial statements have been prepared on a historical cost basis
except for the financial assets, which have been measured at fair value.

The condensed interim consolidated financial statements are presented in Jordanian Dinar which is the
functional currency of the company.

Principles of Consolidation

The condensed interim consolidated financial statements comprise of the financial statements of the
Company and its subsidiary where the Company has the power to govern the financial and operating
policies of the subsidiary so as to obtain benefits from their activities. The financial statements of the
subsidiary are prepared for the same reporting period as the Company using consistent accounting
policies. All balances, transactions, income, and expenses between the Company and its subsidiary are
eliminated.

Subsidiary are fully consolidated from the date of acquisition, being the date on which the Company
obtains control, and continue to be consolidated until the date that such control ceases.

The results of operations of the subsidiary are consolidated in the statement of comprehensive income from
the acquisition date which is the date on which control over subsidiary is transferred to the Company. The
results of operation of the disposed subsidiary are consolidated in the comprehensive income to the
disposal date which is the date on which the Company loses control over the subsidiary.

The following subsidiary has been consolidated:

Company Capital Ownership Activity

Jerusalem for Vehicles Maintenance Company/ under liquidation 54,000 98.69% No Activity
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Jerusalem Insurance Company PLC
Notes to the condensed interim consolidated financial statements (Unaudited)
30 September 2018

Changes in Accounting Policies

The accounting policies adopted in the preparation of the interim condensed consolidated financial statements are
consistent with those followed in preparation of the Company’s annual financial statements for the year ended
31 December 2017, except for the adoption of new standards effective as at 1 January 2018:

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing together all three aspects of the accounting for financial
instruments: classification and measurement; impairment; and hedge accounting.

The Company had previously implemented the first phase of IFRS 9 as issued during 2009. The date of initial
implementation of the first phase of IFRS 9 was 1 January 2011.

The standard eliminates the use of the IAS 39 incurred loss impairment model approach, uses the revised hedge
accounting framework, and the revised guidance on the classification and measurement requirements.

Impairment of financial assets

The Company has changed the loan loss impairment method by replacing IAS 39’s incurred loss approach with
an expected credit loss approach as described by the provisions of IFRS 9.

The expected credit loss allowance is based on the credit losses expected to arise over the life of the asset (the
lifetime expected credit loss), unless there has been no significant increase in credit risk since origination, in
which case, the allowance is based on the 12 months” expected credit loss.

The 12 months” expected credit loss is the portion of lifetime expected credit loss that represent the expected
credit loss that result from default events on a financial instrument that are possible within the 12 months after
the reporting date.

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether
a financial instrument’s credit risk has increased significantly since initial recognition, by considering the change
in the risk of default occurring over the remaining life of the financial instrument.

Based on the above process, the Company groups its assets that are subject to impairment test into Stage 1, Stage
2, and Stage 3 as described below:

Stage 1: Includes financial instruments that have not deteriorated significantly in credit quality since initial
recognition or that has low credit risk at the reporting date. At this stage, a 12-month expected credit losses are
recognized and interest revenue is calculated on the gross carrying amount of the asset.

Stage 2: Includes financial instruments that have deteriorated significantly in credit quality since initial
recognition but that do not have objective evidence of a credit loss event. At this stage, a lifetime expected credit
losses are recognized Interest revenue is still calculated on the asset’s gross carrying amount.

Stage 3: Includes financial assets that have objective evidence of impairment at the reporting date. At this stage, a
lifetime expected credit losses are recognized Interest revenue is calculated on the net carrying amount (i.e.
reduced for expected credit losses).

The accounting policies are consistent with those used in the previous period, except for change in the policy for
calculation of impairment loss of financial assets to comply with IFRS (9).

The table below shows the effect on opening balances as at 1/1/2018 :

Balance at Impact of Balance at

31/12/2017  adopting IFRS (9) 1/1/2018
Retained earnings 1,846,669 ( 79,999) 1,766,670
Deferred tax assets 987,946 25,263 1,013,209
Bank deposits 20,256,812 ( 23,362) 20,233,450
Financial assets measured at amortized cost 3,097,000 ( 4,499) 3,092,501
Loans for life insurance policies holders and others 89,427 ( 447) 88,980
Checks under collection 1,561,918 ( 7,810) 1,554,108
Accounts receivable - net 4,538,274 ( 40,870) 4,497,404
Reinsurers receivables - net 1,134,387 ( 28,274) 1,106,113
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Jerusalem Insurance Company PLC
Notes to the condensed interim consolidated financial statements (Unaudited)
30 September 2018

IFRS 15 Revenue from Contracts with Customers
IFRS 15 supersedes IAS 11 Construction Contracts, IAS 18 Revenue and related Interpretations and it applies to
all revenue arising from contracts with customers, unless those contracts are in the scope of other standards.

The core principle of IFRS 15 is that the Company should recognize revenue to depict the transfer of promised
goods or services to customers in an amount that reflects the consideration to which the entity expects to be
entitled in exchange for those goods or services. Specifically, the standard introduces a 5 - step approach to
revenue recognition:

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

Step 2: Identify the performance obligations in the contract.

Step 3: Determine the transaction price.

Step 4: Allocate the transaction price to the performance obligations in the contract.
Step 5: Recognise revenue when (or as) the Company satisfies a performance obligation.

The standard requires entities to exercise judgment, taking into consideration all of the relevant facts and
circumstances when applying each step of the model to contracts with their customers.

The standard also specifies the accounting for the incremental costs of obtaining a contract and the costs directly
related to fulfilling a contract.

The effect of adopting IFRS 15 did not have a material impact on the Company’s condensed interim consolidated
financial statements.

The Company’s policy for revenue recognition changed as detailed below:

(a) Sale of goods
The Company’s contracts with customers for the sale of goods generally include performance obligation. The
Company has concluded that revenue from sale of goods should be recognised at the point in time when
control of the asset is transferred to the customer, generally on delivery of the equipment/goods. Therefore,
the adoption of IFRS 15 did not have an impact on the timing of revenue recognition.

Variable consideration

Some contracts for the sale of goods provide customers with a right of return and volume rebates.

Prior to the adoption of IFRS 15, the Company recognised revenue from the sale of goods measured at the fair
value of the consideration received or receivable, net of returns and volume rebates. If revenue could not be
reliably measured, the Company deferred revenue recognition until the uncertainty was resolved.

Under IFRS 15, rights of return and volume rebates give rise to variable consideration. The variable
consideration is estimated at contract inception and constrained until the associated uncertainty is
subsequently resolved.

(b) Rendering of services
Under IFRS 15, the Company concluded that revenue from services will continue to be recognised over time,
using an input method to measure progress towards complete satisfaction of the service similar to the
previous accounting policy, because the customer simultaneously receives and consumes the benefits
provided by the Company.

(c) Advances received from customers

Upon the adoption of IFRS 15, for short-term advances, the Company used the practical expedient. As such,
the Company will not adjust the promised amount of the consideration for the effects of a financing
component in contracts, where the Company expects, at contract inception, that the period between the time
the customer pays for the good or service and when the Company transfers that promised good or service to
the customer will be one year or less. If the period between the time the customer pays for the goods or service
and when the Company transfers that promised good or service to the customer is more than one year, the
Company shall adjust the promised amount of consideration for the effects of the time value of money.
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Amendments to IAS 40 Transfers of Investment Property

The amendments clarify when the Company should transfer property, including property under construction or
development into, or out if investment property. The amendments state that a change in use occurs when the
property meets, or ceases to meet, the definition of investment property and there is evidence of the change in
use. A mere change in management’s intentions for the use of property does not provide evidence of a change in
use.

These amendments do not have any impact on the Company’s condensed interim consolidated financial
statements.

Amendments to IFRS 2 Classification and Measurement of Share-based Payment Transactions

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based payment transaction, the classification of a share-
based payment transaction with net settlement features for withholding tax obligations; and accounting where a
modification to the terms and conditions of a share-based payment transaction changes its classification from cash
settled to equity settled. On adoption, entities are required to apply the amendments without restating prior
periods, but retrospective application is permitted if elected for all three amendments and other criteria are met.

These amendments do not have any impact on the Company’s condensed interim consolidated financial
statements.

Use of Estimates

The preparation of the condensed interim consolidated financial statements requires management to make
estimates and assumptions that affect the reported amount of financial assets and liabilities and disclosure of
contingent liabilities. These estimates and assumptions also affect the revenues and expenses and the resultant
provisions and in particular, considerable judgment by management is required in the estimation of the amount
and timing of future cash flows. Such estimates are necessarily based on assumptions about several factors
involving varying degrees of judgment and uncertainty and actual results may differ resulting in future changes
in such provisions.

Management believes that the estimates are reasonable and are as follows:

- The measurement of impairment losses under IFRS 9 requires judgment, in particular, the estimation of the
amount and timing of future cash flows and collateral values when determining impairment losses and the
assessment of a significant increase in credit risk. These estimates are driven by a number of factors, changes in
which can result in different levels of allowances. Elements of the expected credit loss model that are
considered accounting judgments and estimates include Probability of default (PD), Loss given default (LGD)
and Exposure at default (EAD).

- The financial period is charged with its related income tax in accordance with regulations.

- Management reviews periodically the tangible and intangible assets in order to assess the depreciation and
amortization for the year based on the useful life and future economic benefits. Any impairment is taken to the
interim consolidated statement of profit or loss.

- The outstanding claim reserve and technical reserve are estimated based on technical studies and according to
insurance commission regulation and filed actuarial studies.

- A provision on lawsuit against the Company is made based on the Company’s lawyers’ studies in which
contingent risk is determined; review of such study is performed periodically.
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30 September 2018

3.

Income Tax

The Company has settled its tax liabilities with the Income Tax Department up to the year ended 2015.

The income tax returns for the years 2016 and 2017 have been filed with the Income Tax Department but the
Department has not reviewed the Company’s records till the date of this report.

The income tax provision for the nine months ended at 30 September 2018 was calculated in accordance with
the Income Tax Law.

In the opinion of Company’s management and its tax consultant, the income tax provision is calculated in
accordance with the most recent enacted Income Tax Law and it's adequate as at 30 September 2018.

4. Retained Earnings

30 September
2018
Balance at beginning of the year 1,846,669
Impact of adopting IFRS (9) ( 79,999)
Profit for the period attributed to the Company's shareholders 964,793
Cash dividends (_800,000)
Balance at end of the period 1,931,463

Lawsuits against the Company

There are lawsuits filed against the Company amounting to JOD (2.2) million pertaining motor accidents for
which a full reserve has been taken against it in the outstanding claims reserve, and other lawsuits filed
against the Company amounting to JOD (515) thousand.

In the opinion of the Company’s management and its lawyer, no obligations shall arise that exceeds the
allocated amounts within the net claims reserve.

. Contingent Liabilities

The Company has bank guarantees amounting to JOD (299,211) as at 30 September 2018.
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