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AL KHAZNA INSURANCE COMPANY P.S.C. 

Report of the Board of Directors 
For the three months period ended on 31 March 2019 

The Board of Directors of Al Khazna Insurance Company P.S.C. is pleased to submit its 
first quarterly report of 2019 together with the interim financial information for the 
three-month period ended on 31 March 2019. 

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

• The Gross Written Premium showing AED ( 179,625) for the three months period 
ended on 31 March 2019, due to premium refunds and the ongoing restriction over 
Insurance policies issuance from the Insurance Authority. 

• The underwriting loss for the period ended 31st March 2019 is AED 5 .3 million in 
comparison with AED 4.5 million for the three months period ended on 31 March 
2018 

The net investment results for the period registered a profit of AED 5 million for the 
three months Period ended on 31 March 2019 against AED 341 thousand for the three 
months period ended on 31 March 2018. 

The net loss for the tluee months' period ended on 31 March 201 9 has decreased to 
AED 4.4 million compared to a loss of AED 6.6 million for the three months period 
ended on 3 l March 2018. 

• The total assets of the Group stood at AED 529 million as of 31 March 2019 against 
AED 548.2 million as of3 l December 2018. 

• The total capital and reserves attributable to the Company's equity holders are AED 
100.8 million as of31March 2019 against AED 105.2 million on 31December2018. 

• Furthermore the shareholders of AKIC have approved the capital restructuring 
measures during the last AGM to reduce the accumulated losses. The Board of 
Directors and the Management of the company a.re continuing the strict measures for 
restructuring the investment and streamlining the operations of the group. 

Chairman 
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Talal Abu-Ghazaleh & Co. International 0 TAG-Aud~ 

Global Company for Auditing and Accounting 

REPORT ON REVIEW AND INTERIM FINANCIAL L~FORMATION 

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

Introduction 
We have reviewed the accompanying consolidated interim financial statements of Al Khazna 
Insurance Company P.S.C, as at 31 March 2019 which comprise the consolidated interim statement 
of financial position as at 31 March 2019 and the related consolidated interim statement of profit or 
loss, related consolidated interim statement of comprehensive income, related consolidated interim 
statement of changes in equity and consolidated interim statement of cash flows for the period from 1 

January 2019 to 31 March 2019 and explanatory notes. Management is responsible for the preparation 
and presentation of these consolidated interim financial statements in accordance with lntemational 
Financial Reporting Standard lAS 34 consolidated interim Financial Reporting ("IAS 34"). Our 
responsibility is to express a conclusion on these consolidated interim financial statements based on 
our review. 

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

Basis for Disclaimer Conclusion 
- As discussed in Note 3 to the consolidated interim financial statements, as of the end of the 

reporting period, the Group's losses for the pe1iod amounted to AED 4,397,035 cash flows used 
in operating activities amounting to AED 21,774,598 and accumulated losses exceeded 50% of 
the share capital. 

Zayed First St. (Electra), G lobal Tower 
Jrd Floor, Office No. 303,304 
Tel: +97 1 2 6724425/6 
Fax: +971 2 6723526/6765003 
P.O.Box: 4295, Abu-Dhabi, UAE 

= \I t \!BER OF!llf 

iii FoRuM
3
oF F 1RMS 

tagi.com 
tagco.abudhabi@tagi.com 

J4~ [.J:I •(IJiill) JJ'JI .,Ylj t..;W. 
r · r , r · t ~J ~ ,~1 J:a~I 

+ Q, v' 'I' '\ v Tt t 'I' 0 /'\ : UilA 
+ 4\ v ' 'I' '\ v 'fr 0 'I"\ / '\ v '\ 0 •• ,. :~I.! 

~~I ~_;a.JI .:.il).,..'JI •cr.li J:ll t T' o :y.~ 



RJ·'. l'Ol!'C ON RF.VI t:v; A.'XD J.NJ 'l•:t! fl\1 FThANC.lAJ . I'\ 1·1JUl\1A TIOti (<:•nfoiued} 
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isstm'K'lt' or~ oor~litta.tGd i:rm:rin1 fiu::tncial statcrm.'QIS... these tcrtiftartw i1ot'\-e net ya bct.01 
rCJtt~·c.:d \•y the group. 

- 'l'hc &isurun...;e attthvri(iM~ suspcnsio11 is prevaiJing 1lll U1e (ej~ortin."' cltLlO inui tlle group llt•d 
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<lN1n <1rthe rcporl v.·e:rc A.CU 19.5 Millions.. 

- ·n1c (lVC.\>l<•lirlatcd intc.-ri111 fi nrut<.·.ial slt11.c1uents incJud('':i 1,hf assets, liu':lili1,iM 3.1'\d opi.:n1tin.~ 1·cm.dt 
i<.tr ll•t ~ub~idati<.:~ c<>t1\pa.ny in \\"l\i~h le hrts not uutli1ect hy iruJt.:pt,T\dent ~t1ditor and v;e crut not 
~1Li10:fy nur self ll). 1'lthcr autlil r)(t'Ceedurc if tl1e operating tel'llft of thC$&: s•l1)5.ldarics wjJJ 

nl.1ltti•lly •1l<cl the COO>Olid"1ed io:rrim fJl)OUU:ial <IZtaD<Di>< 

- 'l'hc Orvi.1p·~ i11\•csm1c11t J>10pcrtit:~ in~~lude tv10 p)vts tlf la.1td 'o\.'itb a ca.r1ying "'Hilt~ 1>f ,\I:'.}) 90.4 
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i11o;1a.ln1c11cs, \vt-,j<.:ll ~<<: linki..xl 1<1 the complcli<)n of the i.lc.1vi::lojln1cnt '-''VJJ<)C. We. wcr<.: u11~hl e: t<.> 
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REPORT ON REVIEW AND INTERIM FINANCIAL INFORMA Tl ON (continued) 

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

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

Talal Abu Gh zaleh & Co. International 

iras Kilani 
Licensed Auditor No. 632 

26 May2019 
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AL KHAZNA INSURANCE COlVIPANY P.S.C 
UNITED ARAB EMlRATES 

EXHIBIT A 
CONSOLIDATED J.NTEIUM STATEMENT OF FINANCIAL POSITION 

AS AT 31MARCH2019 

-------------=-(AM __ O_UN_T_S ~EXPRESSED JN U.A.E. DIRHAMS) 

ASSETS 
Property and equipment 
Investments properties 
Investments designated. at fair value through 
other comprehisive income (FVTOCI) 
Investments designated at fair value through 
profit and loss (FVTPL) 
Statutory deposit 
Premium and insurance balances receivables 
Reinsurance contract assets 
Other receivable and prepayments 
Deffered acquisition cost 
Cash and cash equivalents 
TOTAL ASSETS 

EQUITY AND LIABILITIES 
EQUITY ATTRIBUTABLE TO 
SHAREHOLDERS' OF THE PARENT 
Share premiwn 
Accumulated (losses) 
Issued and paid up share capital 
Fair value reserve 
Statutory reserve 
Net equity - Exhibit C 

LIABILITIES 

Bonowings from banks 
End of service benefits obligation 
Technical provisions 
Insurance and other payables 
Reinsurance deposit retained 
Unearned reinsurance commission 
Deffered income 
Total liabilities 

NOTE 

5 

6 

7 (a) 

7 (b) 

8 

9 

10 

11 

12 

13 

14 

15 

16 

31 March 2019 
{Unaudited} 

994,234 
296,942,860 

39,110,469 

40,622,627 
10,000,000 
57,729,848 
52,808,716 
12,116,098 

76,546 
18,746,440 

52921472838 

1,788,422 
(401,808,058) 

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

100,837,848 

31 December 20 l~ 

(Audited) 

1,075,850 
296,942,860 

39,1 J0,469 

66,424,481 
10,000,000 
56,608,917 
55,386,108 
13,285,441 

294,655 
9,139,235 

54822682016 

1,788,422 
(397,411,023) 

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

105,234,883 

189,901,504 187,167,259 
6,997,817 6,849,506 

70,854,695 90,223,997 
155,232,322 153,227,956 

174,425 573,002 
318,647 499,861 

4,830,580 ______ ) 4,491,552 

428,399;990 z 443,033, 133 
529;147,838 // 548,268,016 

/ 

THE ACCOMPANYING NOTES ARE A.N 

INTEGRAL PART OF THESE CONSOL.I DA 1ED INTERIM FINANCIAL STATEMENTS 

6 



AL KJ:l<\Z,'\'.A TNSURAJ\CI!. CO~lI'ANX l'.S.C 
ll'IJrEI> A R AK t:M lllA 1'£.S 

£XHIBIT II 
CON501.ll)ATt:!.) L'fl (;RJ)-l STATF.M f'l lff en · PROl' IT O R LOSS 
FOR T!I F. Pt:ltl(/l! !:ROM 1 J,\ '\T ARY 20 I? TO ~ I MA RCH 2-019 

(•\ \l()t.r.ffS ,.\.Rf CXPR.E'SSFJ1 I 'Ir( ILA 1:. l}ll( IJ,\llflS 
-~------------------

'fOTF. 'flt11' fh" 1\f!l'l~d from For Lt.t> pen:>J fu"ln 

Cinw !lfaTJam 1; (1,':) 

R~ln~urancc shar .. ~ur ec<led bu sines-> pr .. miwn~ 
~et vrcrni bl) \ 

c:t1:i.11se: ili Ln<;;.UllCll prcf~illll) llrO\•is i(J:'I 

t\et prc111l_,111 cn1·ued 
C!nn-.n\i~sio11s ciune<.l :?I<~·> 

<:nn1:nissions pl\\11 
c:rn~.: u11del'~···lting jncuro c 

Ot·os:1 c"luim~ tii1i<t 

kcinsuruil'~ ~M·e <>f jrt.wraixx~ vlttim'i 
~Cf clain1s p<iid 
Ch~< rn clai1l\.C: under scttlan1.111 ~y~ 
QuJngt:: iu reinsutanc-c sham 10? ~~ri:11s ~1der ~ttlen:er.c rCS(:r\'i:: 

C":l1!'111g-e in ..:laiJl!S ii~<.'ln:.-cd (lu1 t.lt•I ~p('lrteC:. re~erve 

J .Jan11:arv 2Cl l 9 ra 

31 )11.r<:fl 2Uf 9 

£J fu&udit~dl 

( 17'J ,625) 

Q~ l 1,2'.'7) 
(J ~90,862) 

5,966,867 
4,576,~05 

J ?2,~!l 2 
!2-18,'!911) 

4 :c:'l2 .. ),!)2 I 
('13, 14 1,003) 

:l:tX-21), 19'3 
(9.11 1,)110) 

(t,..573,102 
(3,4117,581) 

1,79 .. ,!\42 
<:han~c i11 i11sur~c1cc ~burc: rc.r ~l al 1l)~ ino.\trcd l>ui: t!ot rt."J)ort<.'(1 r<.-:s<..T\.'<.'. 
(.'hru\gc itt unullo~•led It),.;~ :.:if!ju,::t1nt:ltr:1 expenses r<.·3crvc 

4,6~8,813 

184 .860 
(.'hrutxc hi un(~xpitt'.(l ri~I.: 1e~e1'Ve 

(.'hAll)lt" in r-.::.nsuru1;i;.c-: sl1i\;'C of Llntx1>1rcd t'C'SCl"\'C 

"'ct clolln~ i11cl11·red 

l\ct u.D•!CTwnlinz (for;:.:;) 

lheonu: ! (lo::.':1j ::Iocu i11.,.·es.rn:er1t~ 

T otol (lo") 
t-'lnan('e <.·ost 
l'I<\ (10<;) ror the period - Exh ib;1. I) 

(l ,i1flt) per ordioar)· ~hare.• 

l? 

•• 

,. 

1.1~•.~07 

1,513,23.l 

(ll,:U7,17J) 

(5,2114,0 I YJ 

:l.11:14,1 77 

(2.149.~42) . . 
!21147, IYJ) 

!4,.1'!7,UJS) 

(0.0 I115) 

TJJJi A 1.x..~rJMP.1 .\1" 1.\ ·t ; .¥<>n·s A>U:: ......... 

l Jar.w1ry1C>l~ t..i 

Jo: h'1;1rrJ1 21~!8 

(!,.' D,3-t:.:Ji ~d) 

19,088,i:iS 
(1,18 5.139) 
]<1,603,016 

),86<,060 
i0,4ll<l,0 '/6 

126, 188 
\916,890) 

19,61 3,:17~ 

C'l .,J 1 ' '0 -· .! •"· ) 

s,210.~:6 

(19,561,i .4) 
S,013,S.ll 

\ .l .5(;(.751) 
I 0.6.~\41 IJ 
(X, 735, 1 IJJ) 
(I ,822,42~) 

(671,303) 
(467 / 19·1) 

{16,152,02';) 

(8,019,'1~1) 

(4,5.•8,404) 

\ l4,636j 
(4,6).l,04<l) 

(1,9:i J .~7(1) 

~,59fJ,9 1 (1) 

(~ 01 »Q 

~7F.r;R.-tl. F';lNJ' w · "JJ.ltcS~ r;().\:~1.1TJA 1~ L"tT£B.L"l IL'~' ·''Cf.A.I .. rr,. TF..WE.'i.'1 '~; 
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AL IGIAZNA fl\SURA~CE COMPANY P.S.C 
UNITED ARAB EMIRATES 

EXHIBIT :S 
CONSOLIDATED INTERIM STATE:VtENT OF COMPREHENSIVE INCOME FOR THE 

PERIOD FROM 1.JANlJARY 2019 TO 31 MARCH 2019 

_________ ...;...(A_M_~~~!_~ i~ E~RESSED IN U.A.E. DIRHAJVlS) 

For the period from .For the perioQ_ftom 

l Jannarv 2019 to 1. Januarv 2018 to 

NOTE 31March2019 3J March 2018 

(Loss) for the period 

Other comprehensive (loss): 

Fair value (loss) on investments at FVTOCI 
Other comprehensive income for the period 

7 (a) 

Total comprehensive (loss) for the period - Exhibit C 

(Unaudited) 

( 4,397 ,035) 

{4,397,035) 

THE ACCOMPANYING NOTES ARE AN INTEGRAL 

(Unaudited) 

(6,590,916) 

(18,368) 

(18,368) 

(6,609,284) 

INTEGRAL PART OF TH.ESE CONSOLIDATED INTERIM FINANCJAL STATEMENTS 
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AL KHAZNA INSURANCE COMP ANY P.S.C 
UNITED ARAB EMlRATES 

CONSOLJDATED INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS EQUITY FOR THE 
PERIOD FROM 1 JANUARY 2019 TO 31 MARCH 2019 
(AMOUNTS ARE EXPRESSED IN U.A.E. DIRHAMS) 

Fait value a nd 
Share 

Premium 
Accumulated Issued and paid .ill! revaluation 

Equity at 1 January 2018 - Exhibit A - (restated)/(Audjted) 

(Loss) for the period - Exhibit B 
Other comprehensive (loss) for the period - Exhibit B 

Equity at 31 March 2018 - Exhibit A (Unaudited) 

Equity at 31 December 201 8 - Exhibit A (restated)/(Audited) 
(Loss) for the period - Exhibit B 

Equity at 31 March 2019 - Exhibit A (Unaudited) 

1,788,422 

----
----

1,788,422 

1,788,422 

----
1,788,422 

Oosses) 
(restated) 

(383,493,094) 

(6,590, 91 6) 

·---
(390,084,010) 

(397,41 1,023) 

(4,397,035) 

(401,808,058) 

share capital 

420,000,000 

----
-·---

420,000,000 

420,000,000 

----
420,000,000 

THE ACCOMPANYING NOTES ARE AN 

,reserve 
(restated} 

15,040,748 

----
(18,368) 

15,022,380 

18,712,135 

------
18,712,135 

INTEGRAL P4RT OF THESE CONSOL/DA TED L'VTERJM FINANCIAL S TA TEMENTS 
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EXHIHIT C 

Statutory 
reserve Total 

62, 145.,349 11 ':>,481 ,42.".' 

---- (6.59(\ 9 i 6) 
---- n 8,368) 

62,145,349 108,872; J. 41 

62, 145,349 . 105,234,883 

---·- (4,~?7,0352_ 
62,145,349 100,837 :848 



~~· 1U1.AL;.ijJ:} IJ'\~1.' ~.~ ,,t. r, \...'-'''' I I" i \ ·"' r ,.. .• '"t.\. 

t:'<rn :u Al!All !J:~·1u.1,~_no:s 
£.ui:mrr D 

COl'&Oll OA n ·:ll Il'\Tl>RIM S'l'AT.!1..Yf!i.'<C- OF CASH FLO\l\'S FOR Tl!E 
l'~'.l!IOll ~'l!OM I Ji\l\1.'AR\' 201~ TO .II MARCH iR\9 

(AMOtf.'fTS AR.I F~R.£SSEJ) 11\ t.:.A.& l>\Jll ._.,tS> 

CASI! t'LOWS FR0\1 OPl':l!ATl ~(i A\."llV'ffIE.S: 
0 <issl ""' the period· Exhib'1 n 

~1ljuJm1rut to rerc.t.u.ci1c n et !11eo1nst Jo net 

tf!Sb DfO)'l{tttl bv oueratiug "'<"tiv.lilt--..: 
Deprtdotion ofp"1J'"'1Y 3Jld oquipn1enl 
f\ct ftrjz v;due. ( <iain).: Joss oc. U,~1nt•1l ~i:!:>a1cd at fV lPL 
Rt::>.li r.cd (Gain):' lO!,'"-~ ;n 1nve.~tln..:ntdcsixn.:\'(~ll ul f'\.'TPI. 

'.\l<:t iu:.:umc fiiJf" iu\•e:~Jltcnt pru1,c:r1\rtii 
I>iv1<.l t:11ds ti'<ll\l invcstrn.;,:ot" in soc..urltlts 
Jn1cre1.t incoJt)C 
f .'IJ)a.t\CC <.:0::11 

}>:ovi~i 1 >u ((~1· Coubtful rr.x~i;)vuhlc.-., 1)tl'. 
r:.r.d llf sci.,•ir;; b<..'t'·i:.cfit,; (~1~1 ip.3i:ioo 
~1if)i {1rn..~ before ..._,,011'.ing c;ipi1n1 d~1tp.cs 

(".l1fl'UC!ct i11 the wrn110u eors of 't\'Orlting C".a.11ibl: 

f)a::.T~ in dcfcnOO <..L-quisitii•n ~osrs 
Occtctl~<.~ b. ulher reir~~ll!anc..: contnt(:l ,~ .. cl...: 
\Oe<.'J't:ll'it;:) in tn~\UU1CC ('-Olllrar.:1 lia11ilit:t.i; 
(r:>tcrcas.:)i int.·r;,;u5r: in 1.:neilrn..:d rcinl:iU.""UU~:i..~ ::.<11 1::11ij;;~i~1n 

L>~·t·<we i ljn.,;rt:ase) in pr.:::rnium lltUI iT1:-;urll1lc.e rc-.:cj\':lbl<·~ 
T>ccrCll1-C I (incrcas.;,;) io o1ller re~e1v~bl~s n:-.d i't\~puy111~·11t~ 
lnCJ'l"~C jn ln~u!'",111c:e ind other p1tyu1:iJt:i> 

([>c1.:rcl\S1:) iu r.,;!nst1ra..,<·1.: d=-~P1'"it retai1lcd 
1rtCt'~ i (d<'('l"Ca.Sie) ir. diftU\"i. ineo:nc 
I~ C.1$/J 0,v..?. {~in) OJXnlfiflK lfL1il"fi.Jd.,• 
St.11le:o1e.11 ,,f ,:cd of scr.;::r: heuefi1 nblig.'llion 
."Wst ,~.;h .flott'S (clSCd inj b{'eftlrrilg tt<:liliffo:'!< 

JO'or t!K' m jod lroo.J 
1 .Jq1111!)r x 'lfll 9 tn 

ill'lurs;h #919 
OJntuQ!t~dl 

(4,397.035) 

n i.m 
(311,4113.492} 
ll> .. 5~4, 7~0 
( 1,23 1,465} 

(l,839,000) 
(4, X.l.l) 

2,147,193 

(8,!17) 
2UX,l 27 
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AL KHAZNA INSURANCE COMPANY P.S.C 
UNITED ARAB EMIR.A TES 

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
_________ (AMOUNTS ARE EXPRESSED IN C.A.E. DilUIAMS) 

2. ADOPTION OF NEW AND REVISED INTERN.A TIONAL FINANCIAL 
REPORTING ST AND ARDS (IFRSs) 

a) In the cunent period, the group has adopted the new and revised International Financial 
Reporting Standards (JFR..c;;s) including the International Accounting Standards (IASs) and 
their interpretations that are relevant to its operations and effective for annual reporting 
periods beginn.ing on 1January2019. 

i. lfl?S 9 - Vinanczal Instruments_ 
A final version of IFRS 9 bas been issued which replaces IAS 39 Financial Instruments: 
Recognition and Measurement. The completed standard comprises guidance on 
Classification and Measurement, Impairment, Hedge Accounting and Dcrecognition. 

IFRS 9 introduces a new approach to the cla':>sification of financial assets, which is driven by 
the business model in which the asset is held and its cash flow characteristics. 

A new business model approach was introduced which allows certain financial assets to be 
categorized as "fair value through other comprehensive income" in certain circumstances. 

The requirements for financial liabilities are mostly canied forward unchanged from IAS 39. 
However, some changes were made to the fair value option for financial liabilities to address 
the issue of O\\'TI credit risk. 

The new standard introduces a single "expected credit loss" impairment model for the 
measurement of financial assets. 

IFRS 9 carries forward the derecognition requirements of financial assets and liabilities from 

IAS 39. 

ii. 11"'1<S 15 - Revenue from Contracts with Customers 
IFRS 15 - Revenue from contracts with customers replaces IAS 18 which covers contracts 
for goods and services and IAS 11 which covers constrnction contracts. 

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

A new five-step process must be applied before revenue can be recognized: 1) Identify 
contracts with customers; 2) Identify the separate performance obligation; 3) Determine the 
transaction price of the contract 4) Allocate the transaction price to each of the separate 
performance obligations, and 5) Recognize the revenue as each performance obligation is 
satisfied. 
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AL KHAZNA INS LRANCE COlVIP ANY P.S.C 
CNll'l({) AR.AB EMIRA 1 ES 

NOTES TO CONSOLIOAlJi:D INTERIM FINANCIAL STATEMENTS 

--------'(Al_. _M_O_UN_T_S ARE J~~:~~.K~S"ED IN l J.A.E. DIRHANIS) 

c) At the date of authorization of these interim financial statements, the foJ lowing Standards 
and Interpretations have been issued but not yet effective : 

IFRS 16 ~ Leases. 

IFRS 9 - Financial Instiument.s - amendment.5 relating to pre
payable financial assets with negative compensation. 

IAS 19 - Employee Benefits - amendments relating to plan 
amendment, curtailment or settlement. 

IAS 28 - Investments in Associates and Joint Ventures -
amendments relating to long term interests in associates and joint 
ventures. 

Amendments IFRIC 23 - Unce11ainty over Income Tax Treatments. 

IFRS 3 - Business Combinations - amendments to definition of a 

business. 

IFRS l 7 - Insurance contracts 

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

3. GOING CONCERN 

Effective for annual 
periods beginning 

on or after 

1 January 2019 

1 January 2019 

1 Januruy 2019 

1 Januruy 2019 

1 Januruy 2019 

1 January 2020 

1 Januruy 2021 

Indefinite 

a) During the reporting period, the group submitted its corrective plan to insurance authority 
and they are waiting the approval on it. The management decided m this corrective plan to 
reduced its underwriting activities in different lines of business until it concludes on 
corrective measures, which wm be based on technical recommendations suggested by 
management. This has resulted in a reduction in cash inflows from the underwriting business 
and consequently a reduction in available cash as at the end of the reporting period. 
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AL KHAZNA f_l\;SURANCE- COMPANY P.S.C 
UNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 

- ---------'(_A_MO_U_N].'S ARK EXPRESSED IN U.A.E. DillHAMS) 

The Group might not be able to meet its financial obligations for the com.ing 12 months if it 
does not generate sufG cJent cash flows through the operating activities and fhe disposal of 
additional assets. 

b) The Financial R egulab.ons for lrlsurance Companies (the "Regulations") issued by the IA 
sets specified limits for assets distribution and all.ocation. Holding inadmissible investments 
or non-compliance with the 8Ct Emits affects the Group's ability to meet the Regulations' 
solvency requirements. The deadlines for compliance with the Regulations requirements 
vaiy between end of January 201 7 and end of January 2018. Compliance with these 
requirements requires significant restructuring of the Group's investments portfolio based 
on different mi.lestones within the current period, with full implementation. 

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

c) The Group incurred losses amounting to AED 4,397 ,035 and cash flows used in operating 
activities amounted to AED 21, 774,598 for the period ended 31 March 2019 and its 
accumulated losses exceeded 50% of its share capital as of 31March2019. 

Management considers that the above factors present significant challenges to the group in 
tenns of meeting its operating and financing cash flow requirements in the foreseeable 
future. Whilst management has planned the below measures to overcome those 
circumstances, there arc material uncertainties over future results and cash flows. 

- Management will reassess, based on tbe corrective plan, its pricing and reinsurance strategy 
to improve the performance of the medical line of business and its pricing and expense 
loadings of the motor and other lines of business. Management is also developing and 
implementing a plan to review the overall expenses across all li nes of business. 
Management has a reasonable expectation that this Corrective Plan will enable the Group to 
generate profits or to at least reduce its losses from operating activities significantly. 
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- The Board has set an investment action plan for restructuring the Group's investments 
portfolio and for full or partial disposal of certain investments including plots of land, 
and/or other quoted and non-quoted investments to generate cash flows to support the 
operating and financing t;ash flow requirements in the short and medium terni as well as to 
comply with Insurance Authority regulations requirements related to concentration ~nd 
asset allocation limits. 

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

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

This conclusion relies particularly on the Group being able to successfully implement its 
Corrective Plan for the insurance business, non-enforcement of the terms of the loan 
agreement in respect of recovering the whole outstanding loan balance including the 
forgiven amount and interest by the bank, release of ongoing suspension on operation, as 
well as for full or partial disposal of certain assets, so the Group can contain its losses, and 
generate positive cash flows from operating and investing activities. For these reasons, 
management continues to adopt the going concern basis of accounting in preparing the 
consolidated interim interim financial statements. 

In the absence of the Group's ability to achieve management's planned measures, the going 
concern basis would be invalid and adjustments would have to be made to reduce the values 
of the assets as presented in the consolidated interim interim statement of financial position 
to their recoverable amounts, to provide for further liabilities that might arise and to 
reclassify non-current assets and liabilities as current assets and liabilities. 
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4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

a. Consolidated interim Financial Statements Preparation Framework 
The consolidated interim financial statements have been prepared in accordance with 
International Financial Reporting Standards. 

b. Consolidated interim Statement of compliance 
The consolidated interim financial statements have been prepared in accordance with 
International Financial Reporting standards (IFRS) and applicable requirements of UAE 
Federal Law No. 6 of 2007 concerning Insurance Companies and Agents_ 

c. Basis vfprcparaUon 

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

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

The depreciation charge for each period is recognized in the consolidated interim statement 
of profit or loss_ Depreciation is calculated on a straight line basis, which reflects the pattern 
in which the asset's future economic benefits are expected to be consumed by the group 

over the estimated useful life of the assets as follows: 

Office equipment and decoration 
Computer equipment and accessories 
Motor vehicles 

Useful life 

4 years 
4 years 
5 years 

The depreciation charge for each period is recognized in the consolidated interim statement 
of profit or loss. The estimated useful lives, residual values a11d depreciation method are 
reviewed at each year-end, with the effect of any changes in estimate accounted for on a 
prospective basis. 
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~~~~~~~~~~~~- -~~-~~~-

The carrying values of property and equipment are reviewed for impainnent when events or 
changes in the circumstances indicate the carrying value may not be recoverable. If any 
such indication of impairment exists, impairments losses are calculated in accordance with 
Note 4 (e). 

On the subsequent derecognizing (sale or retirement) of the property and equipment, the 
resultant gain or loss, being the difference between the net disposal proceeds, if any, and the 
carrying amount, is included in the consolidated inte1im statement of profit or loss. 

e. Impai1ment of tangible assets 

At each consolidated interim statement of financial position date, the company reviews the 
carrying amounts of its tangible assets to determine whether there is any indication that 
those assets have been impaired. If any such indication exists, the recoverable amount of 
the a.;;set is estimated in order to determine the extent of the impairment loss, if any, being 
the amount by which the carrying amount of the asset exceeds it5 recoverable amount. The 
recoverable amount is the higher of asset's fair value less costs to sell and the value in use. 
The asset's fair value is the am01mt for which that asset could be exchanged between 
knowledgeable, willing parties in arm's length transaction. The value in use is the present 
value of the future cash flows expected to be derived from the asset. An impairment loss is 
recognized immediately in the consolidated interim statement of profit or loss, unless the 
relevant asset is carried at a revalued amount, in which case the impairment loss is treated 
as a revaluation decrease. 

Where an impairment loss subsequently reverses, the carrying amount of the asset is 
decreased to the revised estimate of its recoverable amount, but the increased carrying 
amount due to reversal should not be more than what the depreciated historical cost would 
have been if the irnpainnent had not been recognized in prior years. A reversal of an 
impairment loss is recognized inunediately in the consolidated interim statement of profit 
or loss unless the relevant asset is carried at a revalued amount, in which ca5e the reversal 
of the impairment loss is treated as a revaluation decrease. 

f. Investment properties 

Investment property (land or building) is property: (a) held by the group to earn rentals, (b) 
for capital appreciation rather than for use in production or supply of goods or services or 
for administrative puIJ>oses, or for sale in the ordinary course of business, and/or for 
undetermined use. Investment prope1ty is measured initially at its cost, including 
transaction costs and revalued annually by independent evaluators. 

On the subsequent derecognition (sale or retirement) of the investment properties, the 
resultant gain or loss, being the difference between the net disposal proceeds, if any, and the 
carrying amount, is included in the consolidated interim statement of profit or loss. 
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g. Financial assets design.ated atfair value through other comprehensive income (FV10CJ) 
and through profit and loss (FVTPL) 
At initial recognition, the group can make an in-evocable election (on an instrument - by -
instrument basis) to designate investments in equity instruments as at FVTOCI. 
Designation at FVTOCI is not permitted if the equit'; investments is held for trading. 

The classification depends on the nature and purpose of the financial assets and is 

determined at the time of irutial recognition. 

Investments in equity instruments at FVTOCI arc initially measured at fair value plus 
transaction costs. Subsequently, these are measured at fair value with gains and losses 

arising from changes in fair value recognized in other consolidated interim. comprehensive 
income and accumulated in the investments revaluation reserve. 

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

h. Impairment of .financial assets 
Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the 
end of each year. For financial assets canied at amortized cost, the amount of the 
impairment is the difference between the asset' s carrying amount and the present value of 
estimated future cash flows, discounted at the original effective interest rate. The canying 
amount of the financial asset is reduced by the impairment loss directly for all financial 

ass etc;. 

With the exception of financial assets designated at fair value through other comprehensive 
income (FVTOCI), if, in a subsequent year, the amount of the impaim1ent loss decreases 
due to an event occurring after the impainnent was recognized, the previously recognized 
impairment loss is reversed through profit or loss to the extent that the carrying amount of 
the investments at the date the impainnent is reversed does not exceed what the amortized 
cost would have been had the impairment not been recogillzed. 

In respect of financial assets designated at fair value through consolidated interim other 
comprehensive income (FVTOCI), any increase I decrease will be recognized in profit and 
loss. Any increase in fair value subsequent to an impairment loss is recognized in other 
consolidated interim comprehensive income. 
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NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
(AMOUNTS ARE EXPRESSED IN U.A.E. DlH.HAMS) 

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

I. Borrowing costs 
Borrowing costs include interest on bank borrowings, amortization of discounts or 
premiums on borrowings> amortization of ancillary costs incun-ed in the rurnngement of 
borrowings, ru1d finance charges on finance leases. 

Bon-owing costs are expensed in the year in which they are incurred. 

m. End of service benefits obligation 
End of service benefits obligation for employees is accounted for in accordance with 
U.A.E. Labour Law. 

n. Revenue rcco/}nition 
Recognitio11 and measurement 
Insurance contracts are classified into two main categories> depending on the duration of 
risk and whether or not the te1ms and constitutions are fixed. 

These contracts are casualty and property insurance contracts. 

Casualty insurance contracts protects the company's customers against the risk of causing 
hann to third parties as a result of their legitimate activities. Damages covered include both 
contractual and non contractual events. The typical protection offered is designed for 
employers who become legally liable to pay compensation to injured en1ployees (employers 
liability) and for individual and business customers who become liable to pay compensation 
to a third party for bodily ham1 or property damage (public liability). 

Property insurance contracts mainly compensate the company's customers for damage 
suffered to their properties or for the value of propetty lost. Customers who undettake 
commercial activities on their premises could also receive compensation for the loss of 
earnings caused by the inability to use the insured properties in tJ1eir business activities 
(business interruption cover). 
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For all these insurance contracts, premium are recognized as revenue (earned premiums) 
prop01tionally over the year of coverage. The portion of premium received on in force 
contracts that relates to unexpired risks at the consolidated interim financial position date is 
reported as the unearned premium liability. 

Cl.aims and loss adjustments expenses are charged to profit or loss as incurred based on the 
estimated liability for compensation owed to contracts holders or third parties damaged by 
the contracts holders. 

Re-insurance contracts held 

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

Insurance contract liabilities 

Insurance contract liabilities towards outstanding claims are made for all claims intimated 
to the company and still unpaid at the end of the reporting year, in addition to claims 
incuned but not reported. The unearned premium considered in the insurance contract 
liabilities comprise the estimated proportion of the gross premiums written which relates to 
the years of insurance subsequent to the financial position date and is estimated using the 
time proportionate method. Tbe unearned premium calculated using the 365 days method to 
spread the premium written proportionally over the year of coverage for all lines of 
business, except for marine cargo, which is calculated as 25% of gross written premium and 
for engineering which is calculated on daily increasing basis over the term of the policy. 
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Exchange differences arising on the settlement of monetary items or on translating 
monetary items at rates different from those at whieh ·they were translated on initial· 
recognition during the year or in previous consolidated interim financial statements shall 
be recognized in the statement of income in the year in which they arise. 

p. Contingent liabilities 
Contingent liabilities are possible obligations depending on whether some uncertain future 
events occur, or they are present obligations but payments are not probable or the amounts 
carmot be measured reliably. 

q. Critical accounting judgments and key sources of estimation uncertainty 

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

i) Ilze ultimate liability arising from claims made under insurance contracts 

The estimation of ultimate liability arising from the claims made under insurance contracts 
is the company's most critical accounting estimate. There are sources of uncertainty that 
need to be considered in the estimate of the liability that the company will eventually pay 
for such claims. Estimates have to be made at the end of the reporting year both of the 
expected ultimate cost of claims reported as well as the expected ultimate cost of claims 
incun-ed but not reported (11IBNR"). Liabilities for unpaid reported claims are estimated 
using the input of assessments for individual cases reported to the company and 
management estimates based on past claims settlement h·ends for the claims incurred but 
not reported. At the end of each reporting year, p1ior year claims estimates are reassessed 
for adequacy and changes are made to the provision. 

Provision for the premium which represent the portion of the premium subsequent to the 
financial statement date and where the premium is expected to be insufficient to cover 
anticipated claims, have been considered under the unexpired risk reserves C'URR") and 
booked under allocated and unallocated loss adjustments in the consolidated interim 
statement of profit or loss. 
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AL KHAZNA INSURANCE COMPANY P.S.C 
UNITED ARAB F.MIRA TES 

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

ii) Liability adequacy test 
At the end of each reporting year, liability adequacy tests are performed to ensure the 

adequacy of insurance e-0ntract liabilities. The company makes use of the best estimates of 

future contractual. cash flows and claims handling and administration expenses, as well as 

investments income from the assets backing such liabilities in evaluating the adequacy of 

the liability. Any deficiency is immediately charged to the profit or loss" 

iii) Provision for doubtful debts 
Management has estimated the recoverability of trade receivables and has considered the 

provision required for doubtful receivables, on the basis of prior experience and current 

economic sihlations. 

27 



AL KHA7,NA INSlJRANC:~: C0.\,1PAJ\")' r.s.c 
Pt:nr.1c .JOT'.'IT STOCK 

U'ITTF.B AR,\ n F.MIRA rr.s 

l'OTJ::S TO COJ\'$0LWATKIJ 11''.l'F.lHM nT\ANCIAL STA'l'~·;\-U;;:-<'1'~ 
r . .\1\-tOtJ\T~ ,'\RE. E.XPRE.SSED IN t · .. \ .J£.. lllMll;\,...1f.t) 

.~ . fR(lf>;KT \'AND li.Ql'll'~m!<I 
11.'.c Cc:;,t:, (){ ou;I, wi-.1m111!'.'.col <iq:w-ixi~:i:<t ~r.C res.ptttive ::am'illg 3111cuuts. <,f ,,.·uri::'UJI. ai~1ries.. <l( 91..>j)ett}· a.uC. oqui;>m·.::t\( t~ a~ 
1i.:1.>ws: 

~ 

.-'11 JDl'UIT)' 1019 (Au~it=d} 
Addltiuns 
At 3 1 Mot<h ~OIY (ln•u~il..i) 

1\CC:!j!'rJJ:LATED 
ll!:Ol'R 1"(.'l A TT O:'l 
A .. I Jr.l'UJl:')' 2r. : 9 (;\udic1t<lj 
(:W.re.o l~\1' lhc p~ri~1<l - r~:.:-te 17 
At3l .\1arcb 2019 (l:nunditt~d) 

W::I BOOK VAL(..!!: 
/\l 3 I 0C.:COll'C:' ;l('l1Ji - .kxhjhil A ( A.ut:it:::tl) 

At 3 11\-l11rc;J;i '!0)9- 'F.xhihit .~ {l:naudlccd) 

Office 
equipment and 

d('('orarto-11 

5,9~5.~14 
4 1,163 

'1,026,771 

( .. -'1, ... ,;l) .o,: .. ,: . 
(21,9UO) 

( 6,757 ,6 lll) 

:~49,904 

269,167 

2S 

Com11u1.rf" 

equfn.ment 

and i11(('f$.SOr in 

6,9SS)'J'J 

6,95!,299 

., ...... .,. "'" ') IU.~.· 1.~,Yl) 

(~?,Y3~l 
(6,360,JZ;) 

67~,009 

S95,074 

"'''''" 
vrhisJH 

9-14.026 

94•,(1:!6 

!1\10.0$~) 

(17,944) 
(~14,Q:l~J . 

l47,9~7 

129,Y9J 

Tnlal 

1·1.~~1.9';9 
41.163 

IJ.926.Jl)Z 

C :;.~~·9.0~Yl 
Q2l.779l 

( IJ,9:>J .86~1. 

1.075):!50 

9?4.234 



AL KHAZNA INSURANCE COl\fP ANY P.S.C 
PUBLIC JOINT STOCK 

UNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM FINANCW_, STATEMENTS 
(Al"10UNTS ARE EXPRESSED IN U.A.E. DIRHAMS) 

6. INVESTMENT PROPERTIES 

a) This item consists of the following : 

At l January 2018 
(Audited) 
31 March 2019 - Exhibit 
(Unaudited) 

Land 

152,832,360 

Buildings 

144,110,500 

144,110,500 

296,942,860 ----
296,942,860 

b) i) Investment properties represent the fair value of plots of lands with a total value of AED 
152.8 million and buildings with a value of AED 144.1 million owned by the group in 
Abu Dhabi, Al Ain and Mussaffah. 

ii) Included within investment properties are two plots of land with a carrying value of AED 
90.4 million as of 31 March 2019 (31 December 2018 : AED 90.4 million) whose title 
were not transferred to the name of the group, pending the settlement of the last 
installments which are Jinked to the completion of the group's development works on 

these plots. 

c) The fair value of the investment properties as of 31 March 2019 has been arrived at on the 
basis of independent valuations carried out by two valuers that are not related to the 
Group. The valuers are members of the Royal Institute of Surveyors, and have approp1iate 
qualifications and recent experience in the va)uation of properties in the relevant locations. 

d) A building with a carrying value of AED 144.1 million as of 31 March 2019 is mortgaged 
in favour of First Abu Dhabi Bank against the bank loan. 
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AL KIIAZNA INSURANCE COMPANY P.S.C 
UNITF.D ARAB EMIRATES 

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

iv) Certain investments classified as FVTOCI which are measured in these consolidated interim 
financial statements at AED 39 million by .reference to a fair valuation that is based on prior 
year financial information due to the lack ofrecent financial information 

8. STATUTORY DEPOSIT 

9. 

a) 

b) 

Jn accordance with the requirement of Federal Law No. 6 of 2007, concerning Insurance 
Companies and Agents, the company maintains a bank deposit amounting to AED 10,000,000 
as of 31 March 2019 which cannot be utilized without the consent of the UAE Insurance 

Regu.latory Authority. 

PREMIUM AND INSURANCE BALANCES RECEN ABLES 
This item consists of the following: 31 March 2019 31December2018 

(Unaudited) (Audited) 

Due from policy holders 28,722,670 44,327,733 

Due from insurance and re insurance companies 21,084,785 18,944,527 

Due from brokers and agencies 30,517,547 15,940,028 

Total - Note 9 (b) 80,325,002 79,212,288 

Provision for impairment of receivables - Note 9 (c) (22,595,154) (22,603,3 71) 

Net - Exhibit A 57,729,848 56,608,917 

The ageing for the trade receivables is as the following: 31 March 2019 31December2018 

(Unaudited) (Audited) 

1 - 30 days 21,586,714 4,002,247 

31 - 90 days 86,162 12,948,631 

91 - 120 days 3,641 796,272 

120 - 365 days 11,257,133 13,642,234 

More than 366 days 47,391,352 47,822,904 

Total - Note 9 (a} 80,325,002 79,212,288 

The group in the nom1al course of business deals with various customers in UAE. Five 
custome:rs1 balances amounting to AED 16,093,430 constitute 19.98 % of the outstanding 
receivables as of 31 March 2019 (31 December 2018 : AED 28,435,891, 35.89 %, five 

customers). 

c) Provision for impairment o[receivables:
This item consists of the following : 

31March2019 

(Unaudited) 

31 December 2018 

(Audited) 

At 1 January 
Charge for the period I year - Note 17 
Release of provision - Note 18 
Balance at 31MarchI31. December - Note 9 (a) 
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8,217 
(22,595,154) 

(26,918,396) 
(971,305) 

5,286,330 
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AL KHAZNA INSURANCE COMP ANY P.S.C 
VNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
(AMOUNTS ~EXPRESSED IN U.A.E. DIRRA..1\1S) 

·~~~~~~~~~~~~-

10. REINSURANCE CONTRACT ASSETS 
This item consists of the following: 31 March 2019 3l December 2018 

(Unaudited) (Audited) 

Unearned premiwn reserve 4,292,961 8,041 ,585 
Claims under settlement reserve 44,566,508 48,034,089 
Claims incuned but not reponed re.serve 3,949,247 (689,566) 
Total - Exhibit A 52,808,716 55,386,108 

11. OTHER RECEIVABLES AND PR.EPA YMENTS 
a) This item consists of the following: 31 March 2019 3 1 December 2018 

(Unaudited} (Audited) 

Deposits and other receivables 15,471,988 14,180,284 
Provision for impaim1ent of other receivables - Note 11 (b) (10,189,993) (10,189,993) 
Rent receivables 5,942,672 6,800,852 
Prepaid expenses 891,431 1,414,857 
Value added tax - receivables 1,079,441 
Net- Exhibit A 12,116,098 13,285,441 

b) Provision for impairment of other receivables 
This item consists of the following: 31March2019 31 December 2018 

(Unaudited) (Audited) 

Balance at 1 January (10,189,993) (10,189,993) 
Balance at 31 March - Note 11 (a) (10,189,993) (10,189,993) 

12. CASH AND CASH EQUIVALENTS 
This item consists of the following: 31 March 2019 31 December 2018 

(Unaudited} (Audited) 

Cash on hand 84,200 84,200 
Cash at banks - current accounts 18,662,240 9,055,035 
Total - Exhibit A & D 18,746,440 9,139,235 
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AL KHAZNA INSURANCE CO~lPANY P.S.C 
VNJTED ARAB EMIRATES 

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

13. ISSUED AND PAID UP SHARE CAPITAL 
a) This item consists of the following: 31 March 2019. 31 December 2018 

(Audited) 

Authorized: 
420,000,000 shares of AED leach 

Allotted, issued and fully paid 
420,000,000 ~hares of AED I each 

CTJnaudited) 

420,000,000 420,000,000 

420,000,000 420,000,000 

b) In Extraordinary General Meeting on 22 December 2013,the shareholders approved to increase 
the share capital of the company by AED 200,000,000. The group did not start the process to 
obtain the necessary approvals from concerned authorities for capital increase. Moreover, the 
shareholders have requested the issue of bonus shares up to the maximum amount. 

14. BANK BORROWINGS 

a) This item consists of the following: Current Non-current Total 

Term loan 1 37,099,680 117,840,322 154,940,002 
Bank overdraft 34,961,502 34,961,502 

As at 31 March 2019 (Unaudited) 72,061,182 117,840,322 189,901,504 

Term loan 1 37,099,680 11 7,840,322 154,940,002 

Bank overdraft 32,227,257 32,227,257 

As at 31 December 2018 (Audited) 69,326,937 117,840,322 187,167,259 

b) Tenn loan 1: 
Tenn loan 1 from First Abu Dhabi Bank represents the resh·uctured agreement with the bank to 
restructure the Group's previous loan to total amount of AED 227. l million (net of a forgiven 
amount of AED 39.4 million, which is subject to the terms and conditions) as full and final 

settlement of the previous loan. The terms of the new loan are as follows: 

Interest rate: 3 months EIBOR + 1.5% per arurnm (subject to minimum rate of 4. 75% per 

annum); 
Down payment of AED 22.76 million; 
1st year payment: AED 20 million (semi-annual payments of AED 10 million); 
2nd year till 5th year: AED 120 million (semi - arurnal payments of AED 15 million); and 
6th year: AED 64.94 million (semi - annual payments of AED 32.47 million). 
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UNIT£D ARAB ElVIIRA TES 

NOTES TO CONSOLIDATED INTERlM FlNANClAL STATEMENTS 
(A..i'\.10UNTS ARE EXPRESSED IN U.A.E. DIRHA.,\1S) 

~~~~~~~~~---'-~~~~~~~ 

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

The group has provided fjrst Abu Dhabi Bank. \Vith a p1imary mortgage over AKIC Tower, 
classified under investment properties, fair valued at AED 144.1 million (31 December 2018 : 
AED 144.1 million). 

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

The bank has opened a bank overdraft facility in the name of the group for the repayment of the 
due installments on which the group defaulted during the period. The outstanding overdraft 
balance as at 31. March 2019 amounted to AED 34,961,502 (31 December 2018: AED 
32,227,257). 

15. TECHNICAL PROVISIONS 
This item consists of the following: 

Unearned premiums reserve 
Claims under settlement reserve 
Claims incurred but reported reserve 
Un allocated loss adjustment expenses reserve 

U.R.R reserve 
Total - Exhibit A 

16. INSURANCE AND OTHER PAYABLES 
This item consists of the following: 

Payable to policy holders 
Payable to insurance companies 
Payable to brokers I agents 
Dividends payable 
Accruals and other payables 
Value added tax - payable 
Total - Exhibit A 
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31 March 2019 

(Unaudited) 

8,326,368 
49,008,051 
10,077,452 
2,658,145 

784,679 
70,854,695 

31 March 2019 
(Unaudited) 

52,350,779 
42,156,616 
15,264,155 
18,033,269 
20,959,179 
6,468,324 

155,232,322 

31 December 2018 

(Audited) 

18,041,859 
55,581,153 
11,871,994 
2,843,005 
1,885,986 

90,223,997 

31 December 2018 

(Audited) 

49,461 ,756 
40,187,816 
15, 103,903 
I 8,033,546 
23,948,493 

6,492,442 
153,227 ,956 



AL KHAZNA INSURANCE COMPANY P.S.C 
UNITED ARAB EM IRA TES 

NOTE S TO CONSOLIDATED INTERIM FINANC IAL STATEMENTS 
(AMOUNTS ARR EXPRESSED IN U.A.E. Dffi.HAMS) 

17. OPERA TING :EXPENSES 
This jtem consists of the following: 

Salaries and related benefits 
Rent expenses 
Depreciation on property and equipment 
Fees and license 
Doubtful debts expenses (net) - Note 9 (c ) 
Value added iax - expenses 
Other general expenses 
Total - Exhibit B 

18. INCOME FROM INVEST MENT 
This item consists of the following : 

Net fair value gain I (Joss) on investments at FVTPL - Note 7 (b) 

Dividends from investments in securities 
Interest on te1m deposits 
Net income from investment. properties 
Realized (loss) I gain from sale of investment FVTPL 
Provision for doubtful debts written back - Note 9 ( c) 
Other (loss) I income 
Net - Exhibit B 

19. (LOSS) PE R ORDINARY SHARE 
This item consists of the following: 

(Loss) for the period I year 
Weighted number of shares in issue 
throughout the period I year 
Basic (loss) per share - Exhibit B 

35 

For t he ueriod from 

1 .Januarv 201 9 to 

31 March 2019 

(Unaudited) 

5,535,818 
593,346 
122,779 
79,790 

4,095,730 
899,710 

11,327,173 

For the period from 

1 January 2019 to 

31 March 2019 

illnaudited) 

30,493,492 
2,839,000 

4,833 
1,231,465 

(29,534,730) 
8,217 

(2,008,100) 
3,034,177 

f'or fuc ueriod from 

1 Janua1Y1QJ 8 to 

31 March201 8 

(Unaudited) 

5,937,342 
569,160 
144,334 
209,189 
312,876 

846,850 
8,019,751 

For the period from 

l January 20 18 to 

31 March2018 

(Unaudited) 

(5,203,282) 
2,846,499 

7,846 
1,782,306 

225,348 

266,647 
(74,636) 

For the period from For the ueriod from 

1 J anuary 2019 to 

31 March 2019 

(Unaudited) 

( 4,397 ,035) 

420,000,000 
(0.0105) 

1 Januarv 2018 to 

3 1 March 20 18 

(Unaudited} 

(6,590,91 6) 

420,000,000 
(0.0157) 



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

NOTES TO CONSOLIDATED NTERIM Fl!'lANCIAL STATEMEl'ff S 
(AMOUNTS ARE EXPRESSEI> IN U.A.E. DlRJ:lAMS) 

~~~~~--~~~~~~-

20. RISK MANAGEMENT 

The group monitors and manages the financial risks relating to its business and operations. 
These risks include -insurance 1isk, capital risk, credit risk, interest rate risk, market risk, foreign 
currency risk and liquidity risk. 

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

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

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

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

TI1e group manages risks through its underw1iting strategy, adequate reinsurance 
arrangements and proactive claims handling. The underw1i ting strategy attempts to ensure 
that the underwritten risks are well diversified fo. terms of type and amow1t of risk, industry 
and geography. Underwriting limits are in place to enforce appropriate risk selection 
criteria. 
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AL KHAZNA INSURANCE COl\tlPANY P.S.C 
UNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM :FIN~ClAL STATEMENTS 
(AMOUNTS ARE EXPRESSED IN C.A.E. DµlliAMS) 

b) Capital risk 
The group's objectives when managing capital are: 

To comply with the insurance cap-ital requirements required by UAE .Federal Law No. 6 of 
2007 concerning the formation ofinsurance Authority ofUAE. 
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. 
To provide an adequate return to shareholders by pricing insurance contracts 
commensurately with the level of risk 

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

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

Total shareholders' equity 

Minimum regulatory capital 

c) Credit risk 

31 March 2019 

f!:!naudited) 

100,837,848 

100,000,000 

31 December 2018 

(Audited) 

l 05,234,883 

100,000,000 

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

Key areas where the group is exposed to credit risk are: 

Re-insurers' share of insurance liabilities. 
Amounts due from reinsurers in respect of claims already paid. 
Amounts due from insurance contract holders. 
Amounts due from insurance intermediaries (Note 9). 

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

The group has adopted a policy of only dealing with creditworthy counterparties as a means 
of mitigating the risk of financial loss from defaults. The group's exposure and the credit 
ratings of its counterparties are continuously monitored and the aggregate value of 
transactions concluded is spread amongst approved counterparties. Credit exposure is 
controlled by counter party limits that are reviewed and approved by the management 
annually. 
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AL KHAZ.NA INSURANCE COMP ANY P.S.C 
UNITED ARAB E.MIRATES 

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
(AMOUl'iTS ARE EXPRESSED JN U.A.E. Dffi.HAMS) 

~~~~~~~--~--....:~~~~ 

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

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

The carrying amow1t of financial assets recorded in the consolidated interim financial 
statements, which is net of impairment losses, represents the group's maximum exposure to 
credit 1isk for such receivables and liquid funds. 

d) Interest rate risk 
Interest rate risk js the risk that the value of a financial instrument will fluctuate due to 
changes in market interest rate. The group is exposed to interest rate risk on financial assets 
and bonowings from ban.ks. The interest rates are subject to periodic revisions. 

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

TI1e group is ex.posed to market ii.sk with respect to its investments in financial assets 
available for sale, investments designated at fair value through profit or loss and 
investments properties. 

f) Foreign currency risk 

The group undertakes certain transactions denominated in foreign cutTencies, which 
imposes sort of risk due to fluctuations in exchange rates during the period. The UAE 
Dirham is effectively pegged to the US Dollar, thus foreign currency risk occurs only in 
respect of other currencies. The group maintains policies and procedures to manage the 
exchange rate risk exposure. 

g) Liquidity risk 
The group's board of directors adopted an appropriate liquidity risk management framework 
as the responsibility of liquidity risk management rests with them. 
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The foilowing table shows the maturity dates of group's financial assets and liabilities as at 31 
March 2019 (Unaudited). 

Less More 
Financial assets than 1 :year than 1 year Total 

Investments designated at (FVTOCI) 39,110,469 39,110,469 
Investments designated at (FVTPL) 40,622,627 40,622,627 
Statutory deposit 10,000,000 10,000,000 
Premium and msurance 
balances receivables 57,729,848 57,729,848 
Reinsurance shares of claims 
under settlement reserve 44,566,508 44,566,508 
Other receivable and prepayments 12,116,098 12,116,098 
Cash and cash equivalents 18,746,440 18,746,440 
Total 173,781,521 49,110,469 222,891,990 

Financial liabilities 
Claims under settlement reserve 49,008,051. 49,008,051 
Insurance ru.1d 0th.er payables 155,232,322 155,232,322 
Borrowings from banks 72,061,182 117,840,322 189,90.1,504 
End of service benefits obligation 6,997,817 6,997,817 
Total 27623012555 124,838,139 401,139,694 

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

Less ·More 
Finandal assets than 1 year than_l_year Total 

Investments designated at (FVTOCI) 39,110,469 39,110,469 
Investments designated at (FVTPL) 66,424,481 66,424,481 
Statutory deposit 10,000,000 10,000,000 
Premium and insurance 
balances receivables 56,608,9) 7 56,608,917 
Reinsurance shares of claims 
under settlement reserve 48,034,089 48,014,089 
Other receivable and prepayments 13,285,441 13,285,441 
Cash and cash e.quivalents 9,139,235 9, 139,235 

Total 193,492,163 49,110,469 242,602,632 

Financial liabilities 
Claims under settlement reserve 55,581.,153 55,581,153 
Insurance and other payables 153 ,227 ,956 153,227,956 

Borrowings from banks 69,326,937 117 ,840,322 187,167,259 
End of service benefits obligation 6,849,506 6,849,506 

Total 27821362046 124,689,828 402,825,874 
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21. SEGMENTINFORMATION 

AL KHAZNA INSURANCE COMPANY P.S.C 
PUBLIC JOINT STOCK 

UNlTED ARAB EMIRATES 

NOTF.S TO INTERIM CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
(AMOUNTS ARE EXPRESSED JN U.A.E. DIRHAMS) 

a) For operating purposes, the group is organized into two business segments: 

Underwriting of general insurance business - incorporating a ll classes of general insurance, tire, marine, motor, general accident and medical. 

Investments - incorporating investments in UAE marketable equity securities, term deposits with banks, overseas managed p01tfolios and other securities . 

Primary segment information - business segment 
The followmg is an analysis of the group's revenue and results by operating segment: 

Segment revenue 
Segment result 

Unallocated expenses 

(loss) for the period 

Underwritino 
31 March 2Q19 31 March 2Ql8 

(Uoau,di~ (Unaudjt.ed) 

13,287 1921 4,343 
(5,284,019) ( 4,558,404) 
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Inveshnents and Others Total 
31 Mar£!! 2019 31 March20!8 31 March 2019 

(Unaudited) (Unaudited) (Unaudited) 

3,034,177 ~74,636) 3,047,464 
3,034,177 (74,636) (2,249,842) 

(2,147,1931 

(4,397,035) 

- ----·--- -

JJ. Marc)1 2Ql 8 

{Unaudit~) 

19,119,70-:_, 
( 4,633,040) 

(l ,957.876) 

(6,590,916) 



AL KHAZNA INSURANCE COMPANY P.S.C 
PUBLIC JOINT STOCK 

UNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM FINANCIAL STATEMENTS 
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b) The following is analysis of the group's assets and liabilities by operating segment:-

Underwdting Investments 
31 December 2018. 

(Augjted) 

31 March 2019 

i unaudited) 

Segment assets 

Unallocated assets 

31 March 2019 

(Unaudited) 

123,725,442 

3 I December 20 18 
(Audited) 

126,650,971 

31March2019 
fUaaudited) 

386,675,956 412,4·77,810 __ 510,401,398 

Total assets 

Segment liabilities 215,544,637 233 ,340,776 194,732,084 

Unallocated liabilities 

Total liabilities 

There are no transactions between. the business segments. 

c) Seconda1y segment information - revenue from underwriting departments 

The following is an analysis of the group's revenue classified by major underwriting departments 

Motor 
Engineering 
Fire and general accidents 
Marine and aviation 
Employee benefits, medical and personal assu.rance 
Total - Exhibit B 

31 March 2019 

(Unaudited) 

50,847 
232,816 

30,221 
(300,697) 

13,187 
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31 March 2018 
(Unaudited) 

7,933,946 
457,333 

2,458,504 
32,560 

8,332,000 
19,214,343 

18,746,440 

529,147,838 

191,658,81_1 410,276,721 

18~033,2 69 

428,309,990 

Total 

:: ·- .~ ··-

31 December 2Gl 8 
(Audited) 

539,128,?81 

9,139,235 

548,268 .. 016 

424;Q()9,587 

18,03:3,546 

443,03:U33 
====~.;,;. ~ 
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UNITED ARAB EMIRATES 

NOTES TO CONSOLIDATED INTERIM .FINANCIAL STATEMENTS 
(AMOUNTS ARE EXPRESSED IN U.A.E. :Orn.HA.MS) ·-'--------

22. CONTINGENT LIABILlTIES 
This item consists of the followi ng: 

Letters of guarantee 

23. GENERAL 

31 March 2019 

(Unaudit:£!!1 

2,068,600 

31 December 2018 

(Audit~ 

9,197 ,929 

The figure[-; in the consolidated intelim financial statements are rounded to the nearest Dirham 

of United Arab Emirates. 

24. APPROVAL OF FINANCIAL STATEMENTS 

The consolidated interim financial statements were approved by the Board of Directors and 
authorized for issue. On thcfr board meeting dated 26 May 2019. 

42 


