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The Directors have pleasure in presenting their report together with the audited financial stabements of Al-
Sagr National Insurance Company (Public Shareholding Company); for the year ended 31 December 2021,

Financial Highlights

The Company has reported a pramium of AED 500.7 million for year ended 31 December 2021 compared
to AED 5107 miﬂimhrhhemﬂﬂpﬂﬂhgpﬂmyﬂnﬂuﬂnmpuyhuupwhdmnndmﬂunglm
of AED 7.3 million for the year ended 31 December 2021 compared to underwriting profit of AED 703
m[lliunl:l'hmmmm.mtmnwmﬂmmmmm-mmn[m
62.9 million compared to a net profit of AED 5.7 million in 2020 .

DHrectors:-
Peir. Majid Abadilta Al Sari Chatrman
Mr. Khalid Abdulla Omran Toriom Viee Chairman
Mr. Ayman Mohd Yusrl Al Dweik Director
Mr. Mohamed All Al Sari Director
Mr. Abdel Muhsen Jaber Director & CED
Anditors:-

Grant Thomnton were appointed as auditors of the Al Sagr National Insurance Company for the year 2021
at the Annual General Meeling held on 24,/04,/2021

For and on behalf of the board . =

Abdel Muhsen Jaber
Director & CED E
2103/ 2022
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Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Al-Sagr National Insurance Company (PSC) (the “Company™),
which comprise the ststement of financial position as at 31 December 2021, and the smtement of
mp@mmwn[%mmwumﬂmm&r&#mnﬂ
and notes fo the financial statements, incloding & summary of significant accounting policies,

In our opinion, the sccompanying financial statements give a true and fair view of the financil position of
the Company as at 31 Decermnber 2021, and of its financial performance and its cash Bows for the year then
ended in sccordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with Interational Standards on Aoditing (ISA). Our responsibilicies
under those standands are further described in the Asdfor's Regpouribilfitier for the A udis of the Financtal Statoments
section of our report. We are independent of the Company in scoordance with Intemational Ethics
Standards Boasd for Accountant’s Code of Ethics for Professional Accounmnts (TESBA Code), and we
have fulfilled our other ethical responsibilides in accordance with the requirements of IESBA Code. We
believe that the audit cvidence we have obisined is sufficient and appropeiste to provide 2 basis for our

ek
Eey Audir Matiers

Key audit matters are those matters that, in our professional judgment, were of most significance in the
audit of the financial statements of the corrent year. These matters were sddressed in the context of our
audst of the financial statements a8 a whole, and in forming our opinion thereon, and we do not provide a
sepatite opinion on these matters. For each matter on the next page, our deseription of how our sudit
addressed the matier is provided in that context.

We have fulfilled the responsibilities described in the Auditer's regpomnibilitier for the andie of ahe fimoncial staremmenty
section of cur report, including in relation to these matters. Accordingly, our sudit included the
wwﬂpm&mmmﬂmmwﬂhmhﬂmmmnf

the financial statements, The results of our audit procedures, including the procedures performed o address
the matters on the next page, provide the basis for our sudit opinion on the accompanying fnancial
SabemeTite.
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o Grant Thornton

Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)
Key Andit Marters (continned)

i)

Valuation of technical provisions

The estmation of Eabilifies ansing from insurance contmcts such as unesmed premiver reserve,
m&gdmmmnmibmmmnﬂmwhmm
reserve and mathematicsl reserve, as disclosed in note 11 to these fnancisl smtements, volves o
coverage period, the best-estimased ultimete cost of all claims incurred but not setded st a given date,
whﬂhummdmnmhpﬁuﬁh&r&nﬂdﬁmhmﬂngmﬁ,mmﬂymdpﬂmq
(incloding considerarion of policyholder behavior). Actuarial computations have baen used w0 determine
these provisions. Linderlying these computations are a number of explicit or implicit sssumptions relsting
tor the expected sestlernent amount and sertiement patterns of claams. Since the detesmination of such &
provision requires the expertise of e external valuation expert whe incorportes sipnificant sssumpéicns,
judgements and estimations, the valuation of thess liabilites was significant w0 our sudit.

We assessed management’s calculations of the technical reserves by performing the following
procedsres

®*  Understood the govermance process in place to deterrmine the insurance contract lishilites.

®  Tesmed the underdying company dats to scurce documentation on sample basis;

* Evalusted competence, capabilies and objectivity of management’s actuarial specialiss,

*  Using our actuadal specialist tearm members, we applicd our industry knowledge and experience,
md'mmd the methodology, models and assumptions used ageinst recognised sctuarial
[pracTices;

* Using our acruaral specialiss eam members, we checked the mathematical sccuracy of the
UNCETTaAN fEeerves

Valuadon of investment property

The Company held investment property under the fair valoe model as ar 31 December 2021

smounting to AED 157,931,895 (2020: AED 157,931,895), as detailed in note 9. The fair valoe

estimate requires significant judgement and estimares by management and independent external

valuees. The Company has involved independent external valuer in order to value the investment

mmfwﬂw&dmhﬂgﬂ:ﬁrm&whﬂum_mm.m

existence of significant estimation and judgement coupled with change in valuation assumpeions

used could result in materizl change. Therefore, the valuation of these investment propery was

significant to our audit.

Our procedures in relation w management's valustion of investment property included:

*  Evalustion of the independent external valuers® competence, capabilities and objectivity,

®  Assessing the methodologies used and the appropriateness of the key assumptions based on
our knowledge of the property industry; and

® Checking, on a sample basks, the scourcy and relevance of the input data wsed,
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Independent Auditor’s Report
To the Shareholders of Al-Sagr Mational Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)

Key Andit Marters {continoed)

i

Impairment losses on insurance receivables including third party recoveries

The Company has insurance receivables that are ovesdue and not impatred (a5 disclosed in note 10 10
these Bnancial statements). The key associaeed risk is the secoverahility of receivables. Mansgement's
relued allowance for expected credit bsses (BCL) s subjective and is influenced by sssumprions
concemning the probabdity of defult and probable losses in the event of defaulr

The work that we performed to address this key audic mattes incloded the following procedures:

* Obmined an understanding of the Company's process for estimating ECL and assessed the
sppropristeness of BCL methodolojpy sgminst the requirements of IFRS 9;

® Assessed the reasonableness of managements’ key assumptions and judgements made in
determining allowance for ECL, segmenting of receivables and macmeconomic factors; and

*  We tested the key inputs of model such as those used o calculate the lkelhood of default and
the sulsequent loss on defauli, by comparing to historical dam We abo assessed

Significant judgment relatng 1o investment in associates

The Company holds investment in associates as at 31 December 2021, a8 discosed in note 6 1o these
financaal ssatements. The management assesses at least anmally the axistence of mpairment indieston
for its investmsent in essodates. Accordingy, the processes and methodologies for ssessing and
determining the recoverable smount of the investment are based on comples sssumptions, in particular
with reference to identification of impairment indicatoss, forecast of future cashflows, long em growth
the cashflows and the complexity of the assurnptions used, this s consdered as a key madit mares,

The work that we performed to address this key audit marter incheded the following procedures:

*  Obeained an understanding of the Company's process for assessment of impaiement of
imvestment in associates;

*  Assessed the methodology used by the management to estimate the recoverable amount of the
investment snd consistency with the IFRS;

* Compared the carrying values of the investments with their respectdve net asset values and
market value available a3 ot the reporting date;

*  Where any indicatom of impairment wese expected, we obtained and read the projections and
fusnre cashilows und checked the mathematical accumacy of those figares; and

*  Ewaluated the adequacy of the disclosures in these financial statements,

Ohther information
Management is responsible for the other information. Other information conststs of the information
included in the report of Company's Board of Directors, prior 1o the date of our auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not cxpress any
foem of assurance conclusion thereon.



Q GrantThornton

Independent Auditor’s Report
To the Shareholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)
DOiher information (continoed)

In connection with our audit of the Snancisl statements, our responaibility is to read the other Information
identified sbove and, in doing w0, conaider whether the other information um::mﬂ_l.-mmnumwrﬂ:
the financial statements or cur knowledge obtained in the sudit or otherwise appears to be
misstated. If, based on the work we have performed on the other information that we abtained pricr to the
date of this auditor’s report, we conclude that there is & material misstatement of this other information,
we are requited o report that fact. We have nothing to report in this regard.

Responsibilivies of Management and Those Chatged With Govemnance For The Financial
Statemnents

Management is responsible for the preparation and fair presentation of the Gnancial statements in
wwwmn@mwmﬂhmﬁmmmw
provisions of the Company’s Articles of Assoclation and of the UAE Federal Law No, (2) of 2015 (as
amended) and the UAE Federal Law MNo. (5) of 2007 snd for such internal control as management
determines is necessary to ensble the preparation of financial statements that are free from matesial
misstatemnent, whether due w frand or emor.

In preparing the financial statements, management is responsible for sssessing the Company's shility o
mulgﬂmgmmm,hthmgumpﬁcdﬂ;mﬁmmmmmnmdmﬁ:m
concemn basis of accounting unless management either intends to liquidate the Company or to cease
opernons, of has po realiste sternagve but o do so,

Those charged with governance are responsible for overseeing the Company's financisl reporting process.
Anditor's Responsibilities for The Audit of The Financial Statements

Oz objectives are to obtain reasonable assummnce about whether the Brancal statements as 3 whols e
frec from matcrial misstaternent, whether due wo fraud or error, and o issue an suditor’s report that inchudes
our apinion. Ressonable assurance is 8 high level of assurance, but is not a guamates that zn audit conducted
in accordance with ISAs will always detect 3 material missttement when it exists. Misstaternents can arise
from fraud or error and are considered mareral if, individually or in the aggregate, they could ressonably
be expected to influence the economic decisions of users taken on the basts of these financial statements,

As part of an audit in sccordance with 13As, we exercise professional fudgment and maintin professional
skepticism throughout the audit. We also:

*  Identify and assess the risks of matenal missmeement of the Gnancial statements, whether due fo frawed
or error, design and pecform audit procedures responsive o those rsks, and obmain audit evidence
that is sufficient and appropeiate to provide a basis for our apinion, The risk of not detecting a maseial
misstatement resulting from fraud is higher than for one resulting from error, e frand may involve
collusion, forgery, intentional emissions, misrepresentations, or the override of intemal eontsol,

. Eﬁhuhmmﬁﬁlwﬂﬁlgnfhm]cmudﬂhﬂmmm:udhhudqmﬁgnmdnpmmdm
that afe appropriate in the circumstances, bur not for the purpose of expressing an opinkon on the
effectiveness of the Compeny's internal control,

® Evaluate the appropriasteness of sccounting polcies used and the reasonablencss of accounting
estimates and related disclosures made by management.
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Independent Auditor’s Report

To the Sharcholders of Al-Sagr National Insurance Company (PSC)

Report on the Audit of the Financial Statements (continued)
Anditor's Responsibilities for The Audit of The Financial Siatements (continued)

* Conclude on the appropristeness of management's use of the poing concern basis of accounting and,
based on the sudit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company's ability o continue 15 2 going concern. If
we conchade that & material uneensinty exists, we are required 10 draw attention in our suditoe’s repon
to the telated disclosures in the financial sttemnents or, if sech disclosures are inadequate, m modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date of our suditor’s
seport. However, future events or conditions may cause the Company to cease to continue s 3 going
SONCErL

. mmuﬂmw.mmwmﬁ&wuw,mu
disclosures, and whether the financial statements represent the underlying mransactions and events in
a manner that achieves fair presentation.

We communicate with those chasged with governance regasding, smong other martess, the planned scope

and timing of the sudit and significant audit findings, including sny significant deficlencies in internal

control thas we identify during our audit

We also provide those chaged with govemnance with 2 staterment that we hive complied with relevant

ethical requirements regarding independence, and to communicate with them all relationships and ather

matters that may reasonably be thought to bear on our independence, and where applicable, related

pafeprards,

From the matters communicated with those charged with governance, we determine those maners that

were of most significance in the sudit of the Bnanclal statements of the current period and are therefore

the key audit matters. We describe these matters in our anditor's report unless law or regulation precludes

public disclosure abour the matter or when, in extremely rare circumstances, we detesmine that 3 maner

should not be communicated in our report because the adverse consequences of doing so would ressanably

be expected to outweigh the public interest benefits of much communication.

Report on other legal and regulatory requirements

Further, as requited by the LAE Federal Law No. (Z) of 2015 (as smended), we report that:

)  the Company has maintained proper books of account;

d)  we have obained all the information we considered necessary for the purposes of our audit;

)  the financial statemnents have been prepared and comply, in all material respects, with the spplicable
provisions of the Aricles of Association of the Company and the UAE Federal Law No, (Z) of 2015
{as amended);

iv)  the Bnancal information included in the Board of Directors” Repors, in so far as it relstes w these
financial statements, is consistent with the books of account of the Company;

¥)  investments in shares and stocks during the year ended 31 December 2021, are disclosed in noes 7
to these Anancial statements;

¥i)  note 24 reflect material related party transactions and dhe terms under which they were condueted;
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Independent Auditor’s Report
Tumewdmausqrﬂmmmcm{mq

Report uﬁtbﬂﬂhﬁmﬁm[mﬂmﬂ

Report on other legal and regulatary requirements (continued)
vil) note 21 mhﬂm&lmmﬂmﬂ:m&lcﬂh@mﬂ:&nﬁﬂurﬂnﬂ

vil} based on the information that has been made availible tous nothing has come to our sttentinn whick
causes us to believe that the Company has contravened during the financial year ended 31 Diecesmber
2021 mﬂhwlmﬂhmmm}hm of 2015 (as amended) oz is
Mﬁﬁmﬂ%h:ﬂhmmhmuhﬂmm
Futhn:,-uquhndhjrﬂu UAE Federal Law Noa. (6) of 2007, as amended, we report that we have
mﬂnddﬁ:mﬂmunmﬂdqﬂm“mdmhmmﬁunh
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Al-Sagr National Insurance Company (PSC)

Statement of Anancial position
As at ¥ December 2021

ASEETS

Traperry and eqpuipset
lovestment in dasacisten

levestment i (inencidl wssers st FYTPL
livewimenit property

Imiucance receivmbles

Reinstres share of cumstendang clsv
Reinsuree ghare of incarced buot not roparted chaims
Reinsurée share of uneamned premium reserve
Rensuee ghare af mathemanical reserve
Reteuuganee ehare of unexpived rnk gessrve
e From sxhieed partie

Uirher receivatiles wnd

Cash ard bunk hﬁn:nmm

TOTAL ASEETS

BQUITY AND LIABILITIES
EQUITY

Share capirel

ﬁu.l.ml:lq' [Eseive

Genezal reserve

Reinnaramce reserve
Accumulared losses

TOTAL EQUITY

LIARILITIES

Provissan for employess’ end of service indemnity
Gienk

hﬂ#\hﬁiﬂﬂtﬂmpn}lﬁhl

thantandeng clabma rossove

Incurred bast miot sepested chaims poerve
Uneurmed PrEMILT: feferve

Mathemancal reserve

Eoeapired sk reserve

Unallocnped ks adjustiveni sxponse roserve
Drefferned comemmsion incoms

Lease lishibies

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

21 March 2022 arud sigrved on their behall by

-
.
Baj Al Sard

Chalrman

Motes AED

ERECSEE==r B9 o

157,931,895
109,194,039

26,313,057
73,880,741

24,212,200

35,922
15,683,726
11,119,628

5,500
1081,591,084 1,023, 3%48.415

230,000,000 230,000,000
70,203,206 T, 208,206
20,300,000 50,000,000

L6577 GiHZT
_A66,0IL660) (30,5785,
— ISSBOM.IZY 330283207

7,612,009 10,401,343

154,550,508 47343293
DLML702 118180097

205,521,572 1926171
74,565,138 50,581 753

LERR30,T22 266,320,164

1,187,216 1,146,197
5,795,710 118,641
6,337,177 4,083,362
11,349 207 600739

Lr M)

5184915

T3
961
i £

e Fmancial statements wese sppeoved and authodsed for ssue by the Bosed of Disecton oa

| -

Abdel Muhsen Jaber
Drireceos nmd CEQD

The autes from 1 m 29 form e integreal past of these fnencil satomenis
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Al-Sagr National Insurance Company (PSC)

Statement of comprehensive income
For the year ended 31 December 2021

UNDERWERITING INCOME

Crross premium

Less: peinsurance share of proks premivm
Less: reinsurance share of ceded business premium
Met retained premium

Met change in unesrned premium reserve
Met insurance premium

Commission sarned

Commission moumed

Oither operational income — net

Gross underwritdng income

UNDERWRITING EXPFEMSES

Crross claims paid

lnsurmnee claims rtl:tmmd ﬁ'l:nn TEIMSUITTS
Met claims paid

Chanpe in provigion for outstanding claims
Change in reinsurer share of outstanding claims
Met chinge in unexpired risk reserve

Met change in [IBMR reserve

Met change n mathematical reserve

Change in unallocated ks adjustment expense resemve
Met claims ncurned

UNDERWRITING (LOS5)/INCOME
Mes investments loss

Share of lostes from equity accounted nvestess
Finutnte cosis

Greneral and administrative expenses
{LOSS)/PROFIT FOR THE YEAR

Cither comprehensive income for the year

TOTAL COMPREHENSIVE (LOSS)/ INCOME
FOR THE YEAR

(LOSS)/EARNINGS PER SHARE

Motes

3

2021 2020
AED AED

500,476,669 510,772,018
(165,357,517) (116,056,254}
(26,592,437} (14,509,099)

308,526,715 380,207,565
49,072, (44,142,184)

357 oT7 AE]
23,417,849 15,736,719
(62,006,973) (68,439,993
17,219,021 14,728 651

336,138,874 TR TE

(412,820.300) (209,081,437
95,755,774 73,407,527

(17073,835)  (225,673,905)
(12,904,431) (115832515
8,070,416 116,208 242

(5,281,147) (118,641}
(14,006,917) {2,284, 164)
L | 1,673
(2,253,B15) (98,367)

(343, 448,408) (227,707,670

(7, 309,564) 70,383,084

(311,344) (6,785,024)
{17,505,549)  [18115,006)
(2,296,081) (2,187,701)
i | 547
(62,944,084) 5,747,591

(6290080 574761

(0.3} 0.02

The aotes from 1w 29 fomm an integral past of these fnancial statements.
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Al-Sagr National Insurance Company (PSC)

Starement of cash flows
For the year ended 31 December 2021

OPERATIMNG ACTIVITIES
{Laoss)/ profit for the year
Share of losscs from equity socounted investees
Met unrealized lows from investments in financial assets st FVTPL
Depreciation
Finance costs
(Reveral) fallowance for expected crodit losses
Net sllowmnce for expected eredit kosses of reluted parties
Provision For employees’ end of service indemndty
Reversal of provision for emplovess' end of service indemnity
Interest on lense linbilines
Logs on ﬂhpnn.lni'prqmquﬁ cquipmient
Met grin on mle of investments in financial asses ot FYTPL
Dividend income from investmen in financial asses at FVTPL
Lvberest income
Opemting cash flows before movements in working capital
Change in insurance receivibles
Change in reinsurer share of oustanding clims
Change in reinsurer share of incurred but non reporned chiims
Change in reinsures shate of uneamed premiem meserve
Change in reinsures shate of mathermatical reserve
Change in deferred acquisition costs
Change in reinsurance share of unexpired nsk eserve
int related parties
Change in other receivables and prepaymenis
Change in insurance and other payables
Change in ourstanding claims reserve
Change in incurred but not reported claims reserve
Change in uneammed premium resenve
Change in mathematieil scsenve
Chatge in unexpered rsk reserve
Change m unallocated Inss adjustment expense msene
Change in deferred commission income
Net cash (used in)/generated from operations
Emplovees' end of service benefits paid
Mer cash (used in)/ penerated from operating activities
IMVESTIMNG ACTIVITIES
Purchaze of propery and equipment
Proceeds from sale of property and equipment
Aoquisition of mvestment propesny
Additons of investment in financial assess at FYTPL
Met procesds foom sale of mvesement n Ananclal assecs ar FY'TPL
Dividends recenned foom investment in fnancial sssets ac FYTPL
Intercss received
Met cash generated from/ {(used in) Investing activities
FIMNANCING ACTIVITIES
Finance costs paid
Digectors’ fee paid
Payment of lease labilites
Met cash used in financing activities
'] 8 n cash and cash
Cagh and eash equvalents at 1 January
Cash and cash equivalents at 31 December

MNotes

1d

17
17

21
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Al-5agr Natonal Insurance Company (PSC)
MNotes to the financial statements
For the year ended 31 December 2021

1 LEGAL STATUS AND-ACTIVITIES

Al-Sagr Nattonal Insurance Company (PSC), (the "Company”™) was incarporated on 25 December 1979 as g
public shureholding compuny by an Emin Diecres from His Highness, The Ruler of Dubai, and is registered
with the Ministry of Economy of the United Amb Emirates (UA.E) under registration No. (16). The
Company's address in Dubai is P.O. Box 14614, Dubai, U.AE, The Company is a subsidiary of Gulf Generl
Investments Company (the "Parent Company™), a public company incorporated in UAE.

The principal activity of the Company is the writing of insurance of all types. The Company opermtes through
_'rumiﬁﬂh Drubaid and its branches in Dubal, Shagjah, Abu Dhabi, Al Ain, Ras Al Khammah and Ajman
in JAE

The Federal Decree-Law Mo, 26 of 2020 on the amendmens of cermin provisions of Federal Law No. 2 of
2015 (as amended) on Commercial Companies was issued on 27 September 2020 and shall ke effect starting
from 2 January 2021. The Company shall apply and adjust their stans in accordance with the provisions thereof
by no kter than ane year fram the date on which this Decree-Law mkes effect.

The Federal Diecree-Law No. 24 of 2020 which amends ceruin provisions of the U.A.E Federal Law No. 6 of

2007 on Establishment of Central Bank of the Linited Amab Emirates and Organisation of its Operatons was
issued on 27 September 2020 and the amendments came into effect on 2 January 2021, Effective 2 January
2021, the Insurance Sector became under the supervision and authogty of the CBUAE.

Federal Law by Decree No. 32 of 2021 on Commercial Companies: {the “New Companies Law™) was issued
an 20 September 2021 with an effective date of 2 January 2022, and will entirely replace Federal Law No. 2 of
2015 (ss amended) on Commercial Companied, as smended. The Company has twelve months from the
effective date to comply with the provisions of the New Companies Law.

2 BASIS OF PREPARATION

Z1 STATEMENT OF COMPLIANCE

These financial statements have been prepared in accordance with Inteenutional Financial Reporting Standards
(IFRS) promuljated by Intemational Accounting Standards Board (IASE) and interpretations thereof issued
by the International Financial Reporting Interpretation Committee and in compliance with the applicable
requirernents of LLA.E Federal Law No. 2 of 2015 relating to commercial companies, and of UAE Federal
Law Mo, 6 of 2007 on Establishment of the Insurance Authonty and Organisation of the Insurance
Operations, concerning insurance companics and agents. These fnancial statements are prepared in Arsh
Emirates Dirhams (“*AED").

2.2 BASIS OF MEASUREMENT

These financial statements have heen prepared on the histoncal cost basis excepe for the following which are
mieasured at fair value

i) Bnancial instruments at fair value through profit and loss ("FVTPL"); and

1} INVESIMENL PROPECTY.

The methods used o measure fair values are discussed in pote 3.6,

213 STANDARDS, INTERPRETATIONS AND AMENDMEMNTS EFFECTIVE FROM

1 JANUARY 2021
The following relevant smndards, interpretations and amendments 1o exisnng stndards were issved by the
TASH:
Standard numlbes Tide Effective dare
COVID-19-relsted rent concessions beyond 30 June 20021
IFRS 16 (Amendments to IFRS 16 1 April 2021
IFRS O, LAS 30, IFRS Interest Rate Benchmark Reform Phase 2 (Amendments to
7,IFRS 4 and IFRS 16 IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16)" 1 Jamuary 2021

These standards have been adopted by the Company and did not have 2 material impact on these Brancial

smtemonis.
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Al-Sagr National Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

2 BASTS OF PREFPARATION (continued)

Z4 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The mmpact of the new standards, interpretations and amendmenes that are itsved, but not yet effective, up o
the date of issuance of the Company’s financial statements are disclosed below. The Company intends o adopt
these standards, if applicable, when they become effective.

IFRS 17 Insurance Contracts (effective for accounting period beginning on or after 1 January 2022
with earlier application permitted as long as IFRS 9 and TFRS 15 are also applied)

IFRS 17 Insurance contracts combine features of both a financial instrement and & service contrace. In
addition, many insurince contraces generate cash Aows with substantial variahility over a long period, To
provide useful information about these features, [FRS 17:

*  combines current measurement of the future cash fows with the recognition of profit over the period that
services are provided under the contract;

*  presents insurance service results {including presentation of insurance revenue) separately from insuranee
finance income or expenses; and

*  pequires anentry to make an accounting policy choboe of whether 1o recognise all insurance finance income
or expenses in profit or Joss or 0 recogrise some of that income or expenses in other comprehensive
incame.

The key principles in [FRS 17 are thaz an enrigy:

* identifies as insurance contracts those contrects under which the entity accepts significant insurance sk
trom another party (the policyholder) by agreeing to compensate the policyholder if a specified uncernin
furure event (the insured event) adversely affects the policyholder;
# separatcs specified embedded dedvatives, distingt investment components and distinet performance
ohligrtons from the insurance contracts;
*  divides the contracts into groups thar it will recognise and measwrte;
*  recognises and measures groups of insuranee contracts ar
i arisk-adjusted present value of the future cash flows (the fulfilment cash flows) that incorporates
all of the svailable information about the fulfilment cash flows in a way that Is consistent with
ohservable marker information; phes (if this value is & liability) or eninus (if this value i an asser)

B, on amount representing the uneamed profit in the proup of contrscts (the contractual service
masgin);

* recopnises the profit from & group of insumnce contracts over the period the entity provides insurance
cover, and as the entity is released from sk, I a group of contracts i or becomes boss-making, an entiry
recégmises the loss immediately;

*  presents separately insurance revenue (that exciudes the receipt of any investment component), insurance
service expenses (that excludes the repayment of any investment components] snd Insursnce fnance
Income of expenses; and

®»  discloses information to ensble viers of fnancial stniements to sssess the effect thas thas commaces within
the scope of [FRS 17 have on the finsncial position, finencial performance and cash Aows of an enty,

IFRS 17 includes an optional simplified measurement approach, or premium aflocaton approach, for simpler
insurance contracts, The Company i3 currently evaluaring the expected impact
3  SUMMARY OF SIGNIFICANT ACCOUNTIMNG POLICIES

31 Insurance contracts

Classification

The Cmnpm'_l,rjamﬂ contracts that ranafer sither insuranee rigk or both insurance amd fnancial risks,
Coneracts under which the Company accepis sigmificant insurince risk from another party (the policyholder)
by agreeing to compensate the policyholder if o specified uncertain funare event (the insured event) adversely
effects the policyholder are classified as insurance contracts, Insurance fsk bs significant if an insured event
eould enuse the Company to pay significant additional benefits as o result of an insured event ocourring,
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Al-Sagr National Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

31 Insurance contracts {continaed)

Insurance contracts may also transfer some financial rsk. Financial dsk is the risk of o possible fumre change
in one or more of & specified interess e, seourity price, commodity price, foreign exchange tate, index of
prices or rates, coedit rating or credit index or other vanable, provided in the case of a non-financial variable
that the varable is not specific to a party to the contract.

Omnce a contract is classified as an insurance contract it remains classified a5 an insurance contracy uncl all gl
and ohligations are extnguished or expired.

Recognition and measurement

Premiums

Gross premiums written reflect business incepred duting the year, and exclude any fees and other smounts
enllected with and caleulated based on premiums. These are recognised when underaritng process is comphete
The eamed proportion of premivms 15 recognised as income. Prempms are earned from the date of atrachment
of risk over the indemnity period and unearned premium s calculated using the basis described below:

Unearmed premium reserve (LIPR)

The unearned premium considered in the insurance contmc liakbilities comprise the estimated proportion of
the gross premiums weitten which relates to the periods of msurance subsequent to the starement of financial
position date, UPR are calculaved using the 1,/365 method exeept fior marine cargo and engineering.

The UPR of the written premiums ax required in the financlal regulation and UPR for engineering assumes a
linear increase in risk with the durstion of the project such that the dsk fced i 100% at the expiry of the
contract. The rate at which the premium is earned is deemned o increase at the same eate at which the dek faced
increases over the lifeome of the policy. UPR for medical and group life business are calculated on a tdme
propartion basss,

Claims

Claims incurred comprise the settiement and the tnternal 2nd extemnal handling costs paid and changes in the
provisions for outstanding claims arising from events occurting duting the fnancial pediod and movement in
ather technical reserves. Where applicable, deductions are made for sabvage nnd their recoveries.

Claims outstanding comprise provisions for the Company’s estimate of the ultimate cost of settling all claims
incutred but unpaid at the reporting dare whether repored or not, and related internal and external claims
handling expense reduced by expected salvage and other recoverdes. Claims outstanding are assessed by
reviewing individual reported claims. Provisions for claims outstanding are not discounted. Adjustments w
claimy provisions established in prior perods are reflected in the financial ststements of the period in which
the adjustments are made. The methods used, and the estimates made, ane reviewed regulardy, Provision is also
made for any claims incurred but not repomed (“TBNR™) at the date of smtement of financial positon using a
mange of standard actuarial claim projection technigues, based on empinical data and carment assumprions that
may include a margin for adverse deviation as required by the new repalatons, The use of estimation and
judgements in outsanding claims and IBNR are mentioned in note 4.

Liability adequacy test

Provigion s made for premium deficiency amsing from general insurance contracts where the expected value
of claims and expenses attributable 1o the unexpired perinds of polices in force at the reportng dae exceeds
the unearned premiums provision and already recorded claim labilities in relation o soch pobdes. The
provigion for premium deficiency 1s caloulated by reference to classes of business which are managed wgether,
after mking into sccount the fiture invesiment return on investments held o back the unesmed premiums

arid clatms provisions.
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Al-Sagr National Insurance Company (PSC)
MNotes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

31 Insurance contracts (contnued)

Reinsurance

The Company cedes reinsurince in the normal course of business for the purpose of limitng its net loss

potential through the diversificanon of its nsks. Assets, liabilities and income and expense arsing from ceded

rEinsUrEnce Contmcts are presented separately from the assets, Habilies, income and expenses from the related

insurance contracts because the reinsurance armngements do not relieve the Company from its direct

obligations to its policyholders.

Amounts due to and from reinsurers are accounted for in a manner consistent with the related insurance

policies and in aceordance with the relevant reinsurance contracts, Relnsurance premiums are deferred and

expensed using the same basis as used to caleulate uncarned premium reserves for related insusance poficies.

The deferred portion of ceded reinsurance premiums is included in reinsurance assets,

Reinsamance assets ase assessed for impairment at each reporting date. A retnsurance asset is deemed impaired

if there is objective evidence, a5 a result of an event that occurred after its inital recognition, thar the Company

ey not recover all smourts due, and that event has a reliably measurable impact on the amounts thar the
v will receive from the reinsurer. Impairment losses on reinsurance dssets are recognised in starement

of comprehensive income in the penod in which they are incurred. Profit commission in respect of reinsusance

COnrcts s recognised on an séerual bass,

Deferred soquisition cost and deferred commission income

For insurance contracts, the deferred acquisition cost asset represents the portion of scquisition coats which
corresponds to the proportion of gross premivms written that is unearned at the reporting date. Commission
income related to underwriting activities are recognised on & time proportion basis over the effective period of
policy wsing the same basis as described fior unexpired sk premium.

Insurance receivables and payables

Amounts due from sod 1o policyholders, agents and reinsurers ane financial instraments and are incheded in
insurance receivahbles and payables, and not in insurance contract provisions or reinsurance assen,
Insurance contract liabilities and reinsurance assets

Insurance coneract Eabilities wwards outstanding claims are made for all elaims intmated 1o the Company and
still unpaid ot the staterment of financial position date, in addition for cliims incurred but not eported. The
uncarmed premium considered in the insumnce contract labilides comprise the estimated proporton of the
gross premiums written which relaves to the periods. of insuranee subsequent o the statement of Ananceal

position date.

The reinsurers' portion wwards the above ourstanding claims, claims incurred but nor reported and unearmed
premiwm i classified as reinsurance contract assers in the fnancial stafements.

3.2  Revenuc (other than insurance revemue)

Revenue (pther than Insufance revenue) comprises the following

Fee and eommission income

Fee and commisseons received or receivable which do not require the Company to render forther service are
recogmised as revenue by the Company on the effective commencement or renewnal dates of the refased policies.

Investment income

Investment income comprises income from fnancial assets, rental income from investment properties, realtsed
and unrealised fair value gains or losses on investment property and financial assets ar fair value through profit
of loss (FVTPL)

Income from financinl assets comprises interest and dividend income, net gains or losses on financial assets
clagzified at FWTPL, and realised paing or losses on other financal asgets.
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Al-Sagr Natonal Insurance Company (PSC)
Notes to the inancial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2 Revenue (other than insurance revenoe) (contnued)

Tnvestment income (continued)

Interest income is recognised on a tme proporton basis using effective interest rare method, Dividend income
is recognised when the right to recenve dividend is established. Llsually this is the ex-dividend dare for equity
securites. Basis of recognition of net jmins or losses on financial assets classified at FYTPL and reafised gains
on ather tinancial assets is descrbed in note 3.5

Fair value pains or losses on investment property are included in the smtement of comprehensive income in
the perod these gaing or losses are determined.

33 Propeny and equipment

Recognition and mieasurement

lterns of property and equipment sre measured at cost less accumulaced depreciation and impainment bosses.

Cost includes expenditores thar are directly anributable w the acquisinon of the ssset. The cost af self-
constructed sssets includes the cost of materials and direct labour, any other costs directly artnburable 1o
bringing the asset o u working condition for its intended use, and the costs of dismantding and removing the
items end restoning the site on which they are locared,

Where pares of an item of property o equipment have different usefal Bves, they are acenunted for as separate
ftems (major components) of property and equipment.

The gain of loss on disposal of an item of property and equipment is determined by comparing the proceeds
from disposal with the carrying amount of the property and equipment, and is recognised net within ather
income/ather expenses in statement of comprehensive income. When revalued assets are sold, any related
amount inchaded i the revaluntion reserve is transferred to retained earnings.

Subsequent costs

The cost of replacing part of an flem of propeny or equipment is recognised in the carrying amount of the
item [f it is probable that the future economic benefits embodied within the part will flow to the Company and

its cost can be measured relisbly, The costs of the days-to-day servicing of property and equipment are
recognised in staternent of income ag incorred.

Depreciatdon
Depreciation is based on the cost of an assex less its residual value, Significant components of individual assen
are assessed and if 3 component has o useful life that is different from the cemninder of that asser, that

component is depreciated separstely.

Depreciation ks recognised in statement of comprehentive income on a straight-line basis over the estmarted
useful lives of each component of an item of property and squipment.

Dreprecistion methods, wdeful fves and residual values are resssessed ar the reporting darte and adjested if
appropriate. Mo depreciation is charged on capital-work-in-progoess.

The estimated useful lhves for vadows categones of property and equipment ane a8 folbows:

Oiffice fxoute B years
Furniture and equipment B yewrs
Motor vehicles B years

Right to use msets 3.5 years
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Al-Sagr Nadonal Insurance Company (PSC)
Motes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

34 Investment property

Investment property is property held cither 1 esrn reneal income or for capiml appreciation or for bath, bt
not for sabe i the ordinary course of business, use in the production or supply of poods or services or for
administrative purposes. Investment property is measured at cost on inital recognition and subsequentdy ar
fair value with any change therein recognised in statement of comprehensive income.

The Company determines fair value on the basis of valuaton provided by an independent valuer who holds a
recognised and relevant professions! qualificason and has recent experence in the location and catepory of the
investment property being valued.

Cost includes expenditure that is directly ambutable to the scquisiton of the imvestment property. The cost
of sell-constructed invesement property includes the cose of materials and direet libowr, any other costs direcdy
amributable to bringing the investment propery 1o a working condition for their intended use and capitalised
bormowing costs.

The Company initially recognises insurance receivables and insurance payables on the date at which they ase
arginated. All other financial assets and Habilities (including assets and lnbilities designated at fair valoe
through profit or loss) are nitially recopnised on the trade date st which the Company beoomes party to the
contractual provision of the instrument

A financial assets or Onancisl linhdGry is indtially messured at fair valoe plus, for an irem not st FVTPL,

transaction costs that are directly attdbutable to its acquisition or isswe. All recognised financial assets are
subsequently measured in thelr entirery at either amortised cost or fair value,

Financial asscts

Classification

For the purposes of clussifying fAnoncial assets, an Instrument §8 an "equity instrument’ if it 3 1 non-devathe

and meets the definition of "squity’ for the iEsuer (under IAS 32 Financial Instruments: Presentarion) except

for certain non-denvative puttable instraments presented as equity by the issuer. All other non-desivative

financial assets are ‘debt instruments’.

Financial assets messured ar amortised cost

A Bnancial ssset qualifies for amortised eost measurement only if it meets both of the following teo conditions:

* The naset s held within 2 business model whose objective is to hold assets in order 1o collect contractual
cash fows; and

¢ The contractual terms of the instrument give fdse on specified dates to cash Bows that are solely payments
of principle and interest on the principle amount outstanding.

If & financial asset dioes not meet both of these conditions, then it is measured at fair value. The Company

makes an assessment of 2 business model at portfoio level as this reflect the best way the business i managed

and informason is provided 1o the management. In making an assessment of whether an asset & held within a

business maodel whose objective is to hold assets in order w collect contractual eash flows, the Company

coriders:

*  Management's stated policies and objectives for the portfolio and the operation of those policies in

practice;

How management evaleates the performance of the portfolio;

Whesher management's strategy focus an earmng contrectunl nterest revenus;

The degree of frequency of any expected asset sales;
The reason of any asset sakes; and
Whether nssets that are sold are beld for an exiended penod of tme relstve o their contmonal matonty

or are sold shortly after acquisition or an extended tme before maturity.
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Al-5apr Natdonal Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments (continoed)

Financial assets (continued)

Financial assets measured at FVTPL

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

The Company has designated certain financial sssets at fair value through profit or loss becaose designation
climinates or significantly reduces an accounting mismasch, which would otherwise arise.

Diividend in these investments in equity insoruments are recognised in the starement of comprehensive inoome
when the Company's right o recetve the dividends is esmblished, unless the dividends clearly represents a
recovery of part of the cost of the investment.

Finaneial assets are not reclassified subsequent m dheir initial recognition, except when the Company changes
its business model for mansging Anancial assets.

Loans and receivables

These assers wre mitially recognised at fair value phlos sy directly amtdbsatable cransaction costs, Subsequent w
initial recognition, these are messured at amortised cost using the effective interest method.

Loans and recetvables compeise mainly insurance seceivables, due from related parties, deposits and other
receivables.

Cash and cash equivalents

For the purposes of the cash flow smtement, cash and cash equivalents comprise cash in hand, balanees with
the banics and fixed deposits that are subject 1o insignificant nsk of changes in their fair value, and sre wsed by
the Company in the management of short-term commitments.

Cash and cash equivalents are carried at amortised cost in the starement of fnancisl positon.

Eguity securities

Ordenary shares of the Company are classified as equity. Incremental costs directly anributable 1w the 1ssoe of
ardinary shares are recognised as a deduction from equity.

MNon-derfvane Moancial Kelulises

All financial linbilities (nchading labilities designated ar fair valoe derough profit or loss) are recognised initally
an the trade date, which is the date that the Company becomes a party to the contmctual provisions of the
indtrument

Die-recognition of financial assets and Anancial labilities

The Company derecognises a financial asset when the contractual right to the cash flows from the fnancial
asset explre, or when it transfers the financial asset in o transaction in which substantially all the rsk and reaards
of the ownership are ransferred ot in which the Company neither transfers noc retaing substansially all the
risks and rewards of ownership and it does not retain control over the transferred asser.
The Company derecopnises o fnencial liabibity when oy contracius| oblipation sre discharged or cancelled or
Expine.
Impairment of financial assets
IFRS ¥'s impairment requirements use foreand looking information ender Expected credit boss (ECL) model
for the financial assets messured at amortised cost which consist of insurance receivahles, deposits, other
reccivables, due from related parties and cash and cash equivalents.
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Al-Sagr Natonal Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instraoments (continued)
Financial asscts {continued)
Measurement af ECLs

The Company considers a broader range of infoemarion whien assessing credic risk and measuring expected
erect losses, neluding past events, current conditions, reasonable and supponable forecasts thar affecr the
expected collecrability of the future cash flows of the Instrument. In applying this foremsd-leoking approach,
a distinction is mude betaeen:

*  financial instruments that have not deteriorated significantdy in credit quality since inital recognition or
that have low credit risk (Stage 17; and

& financisl instruments thas have detetorated significantly in credit quality stnce inidal recognition and whose
credit dsk is o low ("Stage 27

‘Stage 3 would cover financial assets that have objectve evidence of impairment at the reporting date, The
Company considers a debt security to have low credit sk when their credit risk rating is equivalene o the
plobally understood definition af “investment grade”.

‘I2-month expected eredit losses” are recognised for the first category (ie. Stage 1) while Tifettme expected
credit losses’ are recognised for the second cavegory (Le. Stge 7). Messurernent of the expected credit losses
is determined by a probabilirg-weighted estimate of credit losses over the expected life of the fnancial
InstrEment.

Fmpatirment of non=-denvative fnancial asseis camied ar amormised cost

The Company assesses at each reportng date whether there is objective evidence that  financial asset or growp
of financial assets carned at amortised cost are impaired. A financial asset or group of financial assets are
impalred when objective evidence demonstrges that a loss event has ocourred after the inmial recopniton of
the asset, and that the loss event has an impact on the future cash fows relating o the asset that can be
estimated reliably. The Company considers evidence of impairment at both & specific and collective level.
Ohbjective evidence thar financial assers are impaited can include significant financial difficulty of the bomrower
or issuer, default or delinguency by a borrowes, restructuring of &n amount due to the Company on teems that
the Company would not otherwise consider, indication that a borrower or isseer will enter ha'huFt:_l‘r thie
disappearance of an active market for a secunity, or other observable dara relating 10 a group of assets such o=
acverse change in the payment stams of borrovwers or kssuers, or economic conditions that correlate with
defaults in the Company.

Impairment of loans and recefvables

The Company considers evidence of impairment for loans and receivables ar both a specific asset and callective
level. All ndividually significant recefvables are assessed for specific impairment. All individually significan:
loans and receivables found not to be specifically impaired are then colléctively assessed for any mpairment
that has been incurred bus not yet identfied. Loans and receivables thar are not individually significant are
collectively assessed for Impairment by grouping topether loans and recebvables with stmilar rhk-:l:luu:::utm:u

Ar each repoming date, the Company assesses on a case-by-case basis whether there is any objective evidence
that 2n asset is impaired. Impairment losses on assets carmied at amortised cost are measured as the difference
h-rnvccnrh:l::fq.linﬂimmr.afmuEn:ndilmuud.rhtphumtwlunnftmmu:dﬁmmmhﬂmn
discounted at the asset’s onginal effective interest mie.

When a logn is uncollectible, it i written off agains: the related allowanee for loan impairment. Such loans are
written off after all the necessary procedures have been completed and the amount of the los has been
determined. Subsequent recoveries of amounts previoushy written off and /or any event resulting in 1 reduetdon
in impairment loss, decresses the amount of the provizion for loan impairment i the statement of

comprehensive income.
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Al-Sagr National Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.5 Financial instruments (continued)
Financial assets (contdnued)
Impairment of loans and recefvables (continued)

Impairment losses are recognised in the statement of comprehensive income and reflected in an allowance
sccount against Joans and advances. Interest on impaired assets continues to be recognised through the
uirwinding of the dscount When 2 subsequent event causes the amount of enpairment boss o decrense, the
deceease in impairment boss 8 reversed through the statement of comprebenaive income,

Impairment of non-Bnancial dseets

At each reporting date, the Company reviews the carrpng amounts of its non-financial assets (other than
investment property) to determine whether there I8 any indication of impairment. IF any such indication exises,
then the asset's recoverable amount is estdmared.

For impairment testing, assets are grouped together into the smalless prous of sssers thar penerates cash inflows
from continuing use that are laggely independent of the cash inflows of other assets or CGUs.

The recoverable amount of an asset or CGU s the greater of it vahee in use and i fair value less costs oo sell,
Value in uss is based on the estimated future cash Gows, discounted o their present wahse wsing & pre-rax
discount rate that reflects current market assessments of the time value of money and the nsks specific m the
asset o Tl

An impairment loss &8 recognised if the carrying amount of an asset or CGL exceeds its recoverable amount.

Impairment losses are recognised in statemnent of comprehensive income. They are allocated first to reduce
the cirrying amount of any goodwill allocuted to the CGL, and then to reduce the carrying amounts of the
other assets in the CGU on a pro rats basie,

An impairment Joss is reversed only to the extent dhat the a3set’s carryving amount does not excesd the carrying
amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been
recognised,

3.6 Fair value measurement

The fair walue of an asset or 4 Gability i messured using the assumptions that markes paricipants would use
when pricing the asset or liability, assuming that market participants act in their economic best intenese. A Fair
value measurement of a non-financial asser takes into account a marker participant’s ability o peneme
economic benefits by wsing the asset in its highest and best use or by sefling it to another market panticipant
that would use the asser in its highest and best use, The Company uses valuation technigues that are appropriate

in the circumstances and for which sufficient data are available to measure fair value, maximising the ose of
relevant observable inputs and minimising the use of unobservabile inpurs.

All assets and liabilities for which fair value is measured or disciosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowoest level input thar is significant to the
Fair value measurement & 1 whole:

- Level | - Quoted {unadjusted) market prices in active markess for identcal assets or liahilities

- Level 2 - Valuation techniques for which the lowest level input thar i significant 1o the fur value
measurement Is directly or indirectly observable

- Level 3 - Valuation techniques for which the lowest level input that is significant o the fair value
measutement s unobservable

For assets and liahilities that are recognised in the financial stazements on a recurring basis, the Company

defermines whether transfers have ocommed between Levels in the hicrarchy by re-assessing categorisation
(based on I:hl.'-_l.nm:l:m:linputﬂnril significant to the fair value messurement as 2 whole) at the end of esch

reportingg period.

9
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MNotes to the financial statements
For the year ended 31 December 2021

3  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

3.7 Foreign currency transactions

These Bnancial statements are presented in LLAE, Dirham (AED), which is the functional currency. Except
as otherwise indicated, financial information i presented in AED. Transactions denominated in foreign
currencies are translated o AED ar the spot exchange rates nuling at the date of the mansaction, Monetary
assets and Habilites denominated in foreign currencies are translated to AED at the ipot exchange rates ruling
at the date of statement of financinl pogitan. Non-monetary assets and Gabilices denominated in foreign
currencies that are stated =t histoncal cost are transbated to AED at the forem exchanpe rates ruling at the
date of the transaction. Foreign exchange differences arising on transhtion are recognised in the statement of
profit or loss. The assets and Gabilities of forsign subsidiary and the equity of associates ase tanslared ar the
rate of exchange ruling ar the reporting dace.

The resalts of associates are transhted at the avernge exchanpe mies for the year. The exchanpe differences on
the retranslation are taken directly to the other comprehensive income.

3B Leases

The Company has no finance leases. Leases where the lessor petains substantaily all the nsks and benefits of
wamership of the asset are classified = operating leases, Operating lease payments for the short-term leases
and leases of low value sssets are recognised as an expense in the statement of comprehensaive income on a
straaghi-line basis over the lease term.

39  Provision

..*.p::m:jnnurmngnugdj.{,"nnﬁujtn[;pmmduﬂnmpuyhuiprum:hgﬂmmmm&w
oshligation that can be estimated reliably, and itis probable that an outflow of economic benefits will be required
to settle the ohligation, Provisions are determined by discounting the expected future cash Oows at & pre-tax
rate that reflects evrrent market ateessments of the time value of money and the nsks specific o the Hahiliry.
The uawinding of the discount is recognised as fnance cost.

310 Employee terminal benefits

Defined beneflt plar

‘The Company provides for staff termenal benefits based on an estimation of the amount of furare benefits that
employecs have carned in retumn for their service untl their retirement. This calculation s performed on a
projected wndt credit method.

Defined contribudon plan

The Company eontributes to the pention scheme for natonals under the pension and social security law. This
is a defined contribution pension plan and the Company's contribution are changed 1o the statement of profic
or Joss in the period in which they relate. In respect of this seheme, the Company has a legal and eonstructive
ohligation to pay the fund contribution as they Bl due and no obligations exists to pay the future benefits.

311 Eamings per share

‘The Company presents basic and diluted eamings per share (EPS) data For its ordinary shares, Basic EPS b
caleulated by dividing the profit or loss for the year strbutble w ordinary shareholders of the Company by
the weighted average number of ordinary shares outstanding during the year. Diuted EPS is determined by
adjusting the profit or loss attributable (o ordinary shaseholders and the weighted sverage number of ordinary
shares outstanding for the effects of all dilutve potential ordinary shares.

312 Segment reporting

An operating segment i a companent of the Company that engages in business scrvities from which it may
earn revenoes and incur expenses, including revenues and expenses that relate to transactions with eny of the

Company’s other companents.

X
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3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

312 Begment reporting (continued)

All operating segments’ operating results are reviewed regulardy by the Company’s CEO to make decisions
about resources to be allocated to the segment and to assess its performance, and for which discrete financial
information is available.

Segment results that are reported 1o the CECQ include tems directly attributable to o segment as well as those
that can be aflocared on & reasonable basis. Unallocated items comprise mainly corporite assets (primarily the
Company's headquarers), head office expenses, and value added tax assets and lishilities.

313 lovestments in associane

lrvestments in associates are accounted for using the equity method. The canrying amount of the investment
in sssociates is increased or decreased to recognise the Company's share of the profit or loss and other
comprehensive income of the sssociate, adjusted where necessary to ensure conststency with the accounting
policies of the Company.

314 Offsciting

Financial sssets and Habilities ase offset and the net amoant is reported in the statement of financial position

when, and only when, the Company bas a legally enforcsable rght to set off the recognised amounts and it
intends cither 1o settle on & et basds or 1o realise the asset and serde the habiliy simultaneously.

Income and expenses are presented on o net basis ooly when permitted under IFRSs, oc of gains and bosses
arising from a group of similar transactions such as in the Company’s trading activity.

4 USE OF ESTIMATES AND JUDGEMENTS

The areas of the Company’s business conmining key sources of esumation uncertainty include the
mensurement of insurance contract provisions and the determination of valuation of investment properties.

Measurement of insurance contract liabilities

The Company’s sccountng poficy in respect of insumnce contract accounting is discussed n mone detail in
note 3.1, The key assumpgions made in respect of insurance contract Babilities are as follows:

The process used to determine the assumptions for calculating the outstanding claim reserve is mended m
resulf in neutral estimates of the most likely or expected outcome, The sources of data used as inpats for the
pssumplions are internal, using detailed studies that are carried out annually. The assumpéions are checked o
ensure thar they are consistent with observable market practices or other published information.

The nature of the business makes it very difficult 1o predict with cerinty the likely outcome of any partieular
clsim and the ultimate cost of notfied claims, Bach notified claim is assessed on g separate, case by case basis
with due regard to the claim circumstances, information available from lods adjustess and histotical evidence
of the size of similar cliims. Case estimates are reviewed regulardy and are updated as and when new
informaton arises. The provisions are based on information currently available. Howmever, the ultmate
lizhilithes may vary 25 & result of subsequent developments or if cataderophic events oocur, The impact of many
of the items affecting the altimate costs of the loss i difficolt to estimare. The provision estimation difficalties
also differ by class of business due to differences in the undérlying insurance contract, claim eomplexity, the
volume of datms and the ndividual severty of claims, determining the occurrence date of 5 clam, and
teporting lags.

ﬁemhgdmgdh}thcmnpmffu:pmvhinnnﬂﬂﬂﬂukulnmmmuhlsmuﬂl' jeal data, past estimates and
details of the reinsurance projram, 1o assess the expecrad size of reinsurance recoveries. Estimates are made
for the expected ultimate cost of claims incurred but not yet reported at the reporting date using a sange of
standard actmanal claim projection techniques, based on empirical dam and current sssumptions that may
inclode a margin for adverse deviaton.

The sssumptions that have the greatest effect on the mrensurernent of insurance CONLERCE provisions are the
expocted bogs ratios for the most recent accident years,
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4 USE DF ESTIMATES AND JUDGEMENMTS (continued)
Insuriance contract classification

Conerscts are classified as insumance conteacts whete they wansfer significant insurance risk from the holder of
the contract to the Company.

There are o number of contracts sold where the Company exercises judgement abour the level of insumnes
rizk transferred. The level of insurance risk is assessed by considenng whether there are any scenanios with
commercial substanee in which the Company is required to pay sipnificant addisional benefite. These benehies
are those which exceed the amounts papable if no insured event were t occur. These additional amounts
inchede claims lakility and assessment cosis, but exclode the loss of the abality to charpe the holder of the
contact fof fulure serviees,

Provision for outstanding claims, whether reported or not

Considershle judgment by the management is required in the estimation of amounts due o the contract holdess
arising from claims mede under insurance contmcts. Such estmates are necessartly bosed on significant
assumptions abour several factors imvolving varying, and possible significant, degrees of judgment and
pncerminty and actual resulis may differ from management’s estimates resulting 10 future changes in catimased
liabilities.

In pardcular, estimares have to be made both for the expected ultimare cost of claims reporned st the date of
staternent of Anancial positon and for the expected ulimate cost of claims incurred but ot repored CTBRNR")
at the date of statement of financial position. Estimates are made for the expected ultimare cost of IBNR claims
at the reponting date using & mnpe of standard acrearal cdatm projection techniques, based on empincal dam
and current sssumptions that may inclode o mangin for adverse deviation and are presented in note 11,

Clatms requining court or arbitration decisions are estimaned indmvidually. Independent boss adjusters nommally
estitmate propery clams. Management reviews [ts provisions for claims incurred and 1BNR daims regulacly,

Liability adequacy test
At each statement of financial positon dare, liabilicy sdequacy tests are performed to ensure the adequacy of
insurance contract labilides, The Company makes use of the bese estdmates of future coneracual cash flows
uld:]:umshlndllnguui administration expenses, uwﬂuhvm:mfmm:mh&mgiuﬂq
liahilities in evaluating adequacy of the Lability, Any deficiéncy is immediately charged to statement of
comprehensbe income.

Impairment of financial instrumenis

Assessment of whether credir risk on the financial asset has increased significantly since inital recognition and

incorporstion of foremrd-looking information In the messurement of Expected Credit Losdes M"ECL™, The

Company considers a fnancial odset to be in default when:

*  The borrower is unkikely to pay its credit obligatons to the Company in full, withour recourse by the
Company to sctions such as realising secusity (f eny is held); o

* The Gnancia] seset is more than P00 doys past due.

When determining whether the credit risk of 1 finsncial asset has incrensed significantly sinee initisl recognition
and when estimating ECLs, the Company considers reasomable and supportable informanon thae is relevant
and available withour undue cost or effort. This includes both quanttative and qualitative information and
analysis, based on the Company's historical experience and informed eredit assessment and including foremed-

Impairment of insurance receivables

An estmare of the collecoble smount of insurance receivables is made when collection of the full smount is
no banger probable. This determination of whether the insurance receivables are impaired, entails the Company
evaluating the eredit and liquidity position of the policy holders and the insurance and reinsurance companies,
historical recovery rates and feedback received . from the lepal department. The difference between the
estimated collectible smoant znd the book amount s recognised as an expense in the profit or loss. Any
difference between the amounes actually collected in the future periods and the amounts expected will be
recognised in the profic or loss at the dme of collection.

)
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4 USE OF ESTIMATES AND JUDGEMENTS (continued)

Reinsurance
The Company s exposed to disputes with, and possibility of defanlts by, its reinsurers. The Company monitoes
on & regular basis the evolution of dispotes with and the strength of its reinsorers.
Impairment of investment is associates
At each reporting date, the Company reviews the carrying amounts of its investment in sssociates 1o determine
whether there is any indication of impairment. [F any indication exists, the management esomates recoverable
smount of the investment. The recoverable amount of investment is the grearer of its value in we and s fair
value less coses to sell Valoe in use is based on the estimared furure cash flows, discounted to their present
value wsing a pre-tax discount rate that reflects current market sssessments of the time value of money and the
risks specific o the investment. An impairment loss is recognised if the carrying amount of investment exceeds
its recovernble amount. Impairment losses ane recognised in statement of comprehensive income. They are
afloeated first to reduce the carrying amount of any goodwill recognised, and then to the remaining carmying

amount of the investment.

Valuation of investment property

Dretermining the fair value requires an estmaron of futre cash flows expected m arse from the investment
properties, o suitshle growth mte, expected occupancy and o suitsble discount rate in order o cabeulste the
present value, It is reasonably possible on the basis of the existing knowledge that outcomes within next
fnancial year that are different From estmaces made could require marerial adjustment oo the: fuir value of e

INVESTMENL property.

Valuation technique and significant unobservable inputs

‘The following mble shows the valeation technigue used in measuring the fair valoe of investment property, as
well ns the significant unobservable inputs used. ‘The Company has taken the valuation for the fair valoe

mcasirement of s mvestment property.

Valuation iechnique Significant unobservable inpuis  Inseerelationship berween key
uncbservable inputs and fair value
MEaFurEmEnis
Ilncome capitalisation - Chanee property ~The property is ovwned in full and free of
approach by compamble method ANy ONETOUS restricHons.
~Risk adjusved discount mies -The risk adjpsed discount mees were
lerwer, higher,
-Free of covenants, third party dghts  -The property is subject to any  covenants,
and ohBgations rights and obligations
-Bxpecred yiekd maee -The expected yickd mte is applied.
-Opemdonal expendimore of the -The property is subject 10 expenses in ling
tental vabue with similir existing buildings.
-Snbes  tmnsactions of  similaor -The property 5 subject o sales valoe
propemics in similar bocation fuctaations of surrcunding propermes in
the aren.
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5  PROPERTY AMD EQUIFMENT

Furnisune
Right 1o Difice and  Motor

Land wuse assets fixture equipment vehicles Total

AED AED AED AED AED AED
Cost
At | January 2020 T6T50406 8559807 7792368 10,505,804  TI52I0 104,434,105
Additions y - 100,000 583,347 - 683,347
Ditsposal - - - (334,209 . (334 209
At 31 December 230 76,750,806 8559897 7892368 10844942 735230 104783243
At 1 |anoary 2021 Th, 70,806 B,559,897 T.BOL36E 10844942 TA5230 104,783,243
Additions - TATE61 393,944 351,545 - 5,493,150
Disposal . = - (6,867) (14477)  (21,344)
At 31 December 2021 76,750,806 16,307,558 8,286,312 11,189,620 720,753 113,255,049
Depreciation
At 1 January 2020 . 1802084 5520407 8357470 241511 15921472
Chartpe for the year - 1B02084  BO14668 578,415 70010 3252777
Desposal - . - (288, 756) = (288.756)
A 31 December 203 - 3,604 168 6322075 BO4T,120 311621 18884093
At 1 January 2021 - 3,604,168 6,322,075  B647,120 31,621 18,884,993
Charge [or the year - 4384637 237,774 607,474 25969 5855854
Disposal = . - -
At 31 December 2021 - 7988805 7,159849 9254603 330,298 24,733,555
Carmying smounts
At 31 December 2021 750,806 753 935,017 BE,521
At 31 December 2020 760,730,806 4955729 1,570,293 2197813 423600  B5R98250

Right to use assets

The tahle below deseribes nature of the Company’s leasing activities by type of bght m use assets recognised:

MNumber of MNumberof Numberof MNumberof Numberofl
H:I,Ehr ECH nngaE r,[ghr i LEE leases with lenses with  leases with leases with
ASEELY asgets Remmining  extension purchase variable  termination
description lcased term option option  payments option
Office building
and premises 2 1.75-2ycars = ; = =

& INVESTMENT IN ASSO-CIATES

2021 2020

AED AED

Green Air Technology LLL.C., UAE {note 6.1) 16,716 16,716
Sogour Al Khales] General Trading LLC., UAE {note 6.2) 150,000 150,000
Al Sagr Cooperative Insurance Company (note 6.3) 11B174,0B8 135679637

118,340,804 135 546,353
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6 INVESTMENT IN ASSOCIATES (continued)

6.1  The Company hokds 50% and the Parent Company holds 25% ownership respectively in Green Air
Technology 1.L.C., a limited liahility company incoaporated in Dubai, United Amb Emirates.

6.2  The Company holds 50% ownership in Sogour Al Khaleej General Trading LL.C., a Bmited lability
company incorporated in Dubai, United Arab Emirates. The remaining 50%h owmership is owned by the Fasent
Compary.

Although, the Company holds 50% equity and the vodng oghts in thess rwo assocnes, these ane conrrolled

by the Patent Company. The Company’s voting rights in these entities do not give it control over the
management of these entites,

63  Asac 31 December 2021, the Company hold 26% shares of Al Sagr Cooperative Insurance Company
{"Al Sagr Cooperanve"). Chat of the 26% shares, the Company holds 6% shares for the beneficial interest of
other individuals. The Company sccounts for the 20% holding 25 an investment in associate a5 the Company
has significant influence over Al Sagr Cooperative under the equity method as follows:

2021 200

AED AED

As ar 1 Jamuary 135,679,637 153,794,643

Share of losses from equity scoounted investees (17,505,549}  [1B,115008)

Ag at 31 December 118,174,088 135579437

Percentage of interest 2054 2%

Assets 746,265,421 897,122,523

Liabilisies (523,895,727) (587225182

Net assets 222369694 309,207,441

Company's share in nes assets at 20% 44,473,939 61979488

Goodwill and other intangibles at acqussition 73,700,149 73700149

Iivestment in associzbe 1IB174,088 135679 657
Revenue 384,070,163 431 824,500
Net loss (B7,527,746) (90,575 030
Campany’s shase of loss at 20 % (17,505,549) _(18,115,000)
7 INVESTMENT IN FINAMCIAL ASSETS AT FAIR VALUE THROUGH PROFIT AND

LOSS (FVTPL)

2021 2020

AED AED

Investment in Gnancisl assers at FVTPL 15,587 6596 16035325

Following is the movement of investments at FYTPL duning the yean

2021 2021

AED AED

As at 1 January 16,035,325 19,621,417

Additons 514,916 -

Net disposals during the year (463,65T) (144,721)
Diecrease in fair vaboe (498, BEE) B4, 371

As ar 31 December 15,587 6% 16,035,325

Dhuring the year ended 31 December 20621, the Company has purchased shares 173,776 2020 Nil) messured
it fair valuwe through profic or loss. All investments are held within TTAE, except for investmenis at FVTFL
amounting w AED 0.1 million (2020 AED 0.1 million].

23
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B FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value hierarchy of assets measured at fair value

The following tsble analyses assenm measured at fair value at the reporting date, by the level in the fair vahoe
hierarchy into which the fair value messurement, as mentioned in note 3.8, is cateporised, The amounis are
based on the values recognised in the statement of financial position.

31 December 2021

FEinancial assevs
Investment in fnancial gssets at FVTPL {note 7) *

Non-financial assets
Investment property (nowe )

a1 December 2020
Femancial sipvets
Investment in financial assets ai FVTPL {note 7)

Dow fnascial wiieit
Investment propeny (note )

* During the year, the Company made & transfer from level 3 po level 1.

9 INVESTMENT PROPERTY

As st ] Jamoary
Additions durng the year
As gt 31 December

Level 1 Level 3 Total
AED AED AED
14,793,563 794,133 15,587,696
- 157,931,895 157,931,895
14,793,563 158,726,028 173,519,501
Level 1 Level 3 Total
AED AED MED
11,131,248 4,004,077 16,035,328
- 157931895 157931895

11,131 248 162835972 173,067,220
201 2020

AED AED

157,931,895 130,955,617

- 26976278

157,931,895 157,931 895

Inwvestment propetty comprises of a propérty in Al Barsha First, Dubad. As at 31 December 2021, the fair value
of the property is based on valuation performed by accredited independent valuer who is specialise in valuing

these type of investment property.

The valuation model used are in accordance with recommended industry practice. The fair value of the
Investment property wis estimated based on falr valustion techniques and sssumptions with reference to recent

r:uulvﬂu:afuimjlﬂpﬂ:pu&ahmuﬁwuuﬁu

1 IMNSURANMCE RECEIVABLES

Dhue from poliey holders
Drae from insuzance and reinsurance companies
Dhee from epents and brokers

Dhue from garages

Expected credit losses

2021 020
AED AED
ZLE9L990 18755412
109,515,960 53,362,635
117,490,272 1271831564
11,348,747 7494634
260,046,969 206,795,845
(60,852,030)  (61,096,317)
199,194,939 145,609,528
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o INSURAMNCE RECEIVABLES (continued)
Maovement in the expected credit losses is as follows:

Asarl January

Charge during, the year
Reversal during the year
As ar 31 Diecember

2021 2020
AED AED
61,006,317 55,202,055
- 1,894,262
(244,287) .
60,852,030 61,096,317

n INSURANCE CONTRACT LIABILITIES AND REINSURAMCE CONTRACT ASSETS
Movement in outstanding claims reserve 8 analyied as fodlowns:

At 31 December 2021

Acs e 1 January

Sertled duting the year
Provision made during the yesr
Asar 31 December

Ag 31 Decemnber 2000

Gross
AED

Reinsurance
AED

Metr
AED

2617171 (148,879,390) 43,737,781
95,755,774 (317,073,535)

(412,829,309)
T35, 710

103 1Y

a07

205,521,572 (156,999,806) 48,571,766

Asat 1 January T, THE 657 (32,561,148} 44, 2073 509
Seetied during the year (299081432 73407527 (225,673,905
Provision made dunng the year 4149135946 (189,705, 76 225 208,177
HAsat 31 December 192617,171 (148,879,390 43,757,781
Movement in IBNR reserve is analysed as follows:
At 31 December 2021 Gross  Relnsurance Plet
AED AELy AETY
As at 1 January 50,581,753  (16,036,589) 34,545,164
Provision made during the year 24,283,385  (10,276,468) 14,006,917
As ot 31 December 74,865,138  (26,313,057) 48 552 081
At 31 December 2030
Az at 1 [anoary 49,507,000 (17,044, 00 32261,000
Provision made during the vear 1,274,753 1,009,411 21,184,164
As at 31 December 50,561,753 (16,036,585 34545164
Movement in uncarned premium reserve 15 analysed as follows:
At 3] December 2021 Gross  Relnsurance et
AED AED AED
A at | January 266,320,166  (54,959,405) 211,330,761
Provision made during the year 8,630,722 (73,880,741) 144,749,981
Provision released during the year { 206,320, 166 54,989.405 (211,330,761}
MAs at 31 Drecember 218,630,723 {73,880, 741) 144,745"'”1
At 3 Drecember 2000
As at 1 January 211,893,000  (65507,0000 146,386,000
Provision made during the year 266,320,166 {54,989 405) 1,330,761
Provision released during the year 11,893 &5 1443
As at 31 December 266,320,166 (54,980,405 211,330,761
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1n INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS

(continued)

Muthermatical reserve represents amounts set aside to mest the aggregare amount of the Babibioes of the
Company in relation o ita long-term life business as at 31 December 2021.

Movement can be analysed as follows:
At 31 December 2021

Asat ] Januacy
Movement during the year
As at 31 December

At 31 December 2020

Az ar | January
Mevement dudng the year
As at 31 December

Maovement in unexpired dsk reserve is analysed as follows:
At 31 December 20121

Az at 1 Janoary
Provizion made during the year
As ot 31 December

At 3 Decermber 2020
As at 1 January

Provision made dudng the year
As ar 3 December

Movement in unallocated loss adjustment expense reserve Is analysed as follows:

&t 3 December 2021

Az a1 Janmary
Provigion made durdng the year
Ad ar 31 December

At 3 December 2020

s ar 1 January
Provision made dusing the year
Mg at 31 December

Gross  Relnsurance et
AED AED AED
1,046,197 (1,137,870) 8327
11,019 {12,080) (991)
1,157 216 (1,149,880} 7,336
1,190,000 (1,180,000) 10,000
[43,803) 42,130 {1,673
1,146,197 (1,137 B70) 8,327
Gross  Reinsurance Met
AED AED AED
118,641 . 118,641
5,677,069 {395,922) 5,281,147
5,795, 710 (395,922} 5,399,788
IIR,EHH- . 11 a_t,g.y_
118,641 - 118,641
CGross  Reinsurance Met
AELy AEL AED
4,083,362 - 4,083,362
2,253,815 - 2253815
6,337,177 - 6,337,177
3,085,000 - 3,085,000
98,362 - 0§ 362
4,083,362 - 4 083 362
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Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2021

1 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS
(continued)

DEFERRED ACQUISITION COSTS

2l 20620

AED AED

As at | January 37,338,946 21,470,000
Expenses incurred during the year 48,970,293 B4, 308,939
Less: amortisation charped o the statement of comprehensive income (62096973  [6B430.99%
As at 31 December 24,212,266 37.338.46

DEFERRED COMMISSION INCOME

i 4 20

AED AED

Azt 1 January 6,967,369 11,506, D00
Commission received during the year 27,799,687 10,803,088
Commission income selesssd wo the satement of comprehensive income (23,417,840 ﬂEIHﬁITIE}
45 ar 31 December 11,349,207 6,967 360

12 OTHER RECEIVABLES AND PREPAYMENTS

2021 21230

AED AED

Aecrued Hterest income 630,692 076, BB
Prepayments 2,098,447 2,361 B58
Smif advances 35,814 93,250
Oher receivables 8,354,075 3,228,386

11,119,025 6,560,423

13 CASH AND BANK BALANCES

|2 | i

AED AED

Cash in hand 73,053 97,100
Bank balances:

Current acooumnts 1,356,695 2319714

Fixed deposits 190,914,063 199 302 5633

Less: Expected credit losses (33,981) (33,981)

192309830 201,685,760

Fixed deposits with banks as ar 31 December 2021 include AED 103 millon (2020 AED 10.3 million)
depasited in the name of the Company m the order of the Ministry of Economy and Trade of the United Arab
Emirates ag r-bl:[l.nlrhﬂ ]:}r the Federal Lew Number {ﬁ:l all 207 r|=|n.t'|nglr.| Insurance ﬁul:hnﬂl:".

Fixed deposits smounting to AED 158.4 million (2020: AED 132.5 miflicn) are ander lien in respoct of bank
credit Bacilities granted to the Company. All fxed deposits with banks mature within different periods not
exceeding one year from the date of deposit and carry interest rates between 1% o 3% (2020: 1.1% to 3.25%
per annum). Cash and cash equivalents for the purpose of statement of cash fiows are analysed a3 follows:

2021 2020

AED AED

Cash and bank halanices 192,309,830 201,685,760
Bank borrowings (note 18) (154,550,305) (47,343,203
Cash and cash equivalents 37,759,525 154342476




Al-5apr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2021

14 SHARE CAPITAL

2021 2020
AED AED
Issued and fully paid 230,000,000 shares of AED 1 each 230,000,000 250,000,000

15 STATUTORY RESERVE

In accordance with the UAE Commercial Companics Law no. (2) of 2015 (the “Law™) and the Company's
Articles of Association, 10% of the profit for the year should be transferred o logal reserve. The Company
may resolve 10 discontinue such transfers when the reserve totals 50% of the paid-up share capital. The reserve
s not available for distribution except in the circomstances stipudated by the Law, During the year, no tansfer
was made 1o the statutory reserve (2020: AED 0.6 milbon).

16 GENERAL AND REINSURANCE RESERVE

General reserve

The general seserve is established through transfers from profit for the yesr as recommended by the Board of
Directors and approved by the Shareholders at the Annual General Meeting. 'The reserve is distributable based
oft @ recommendation by the Board of Directors spproved by a Shascholders' resolution. During the year no
ransfers were made to the general reserves (2020: MNil}. On recommendation of Board of Directors,
Sharehalders have approved, in annual general meeting held on 24 April 2021, transfer of AED 30 million
from general reserves to retained earnings (2020: AED 50 million).

Reinsurance reserve

In accordance with [nsurance Authordty's Board of Directors' Decision Mo, 23, Article 3, an amount of AED
| million based on the reinsernce share of premium at o rate of 0.5% was transferred from retained carnings
o reinsurance reseree (2020 AED 0.7 million). The reserve is not available for distibution, and will not be
disposed of without prior approval from Insurance Authority.

17 PROVISION FOR EMPLOYEES' END OF SERVICE INDEMNITY

Movement in the provision is as follows:

2021 X0

AED AED

As at 1 January 10,400,343 11,134,515
Charpe for the yesr 1,094,939 BG67 398
Paid during the year (B72,442) {1,600,6700)
Reversal during the year (3,011,801) -
As at 31 December 7,612,039 10,401 343

18 BANE BORROWINGS

2021 20K

AED AED

Bank overdrafis 154,550,305 47, 343,293

The Campany has bank facilities in the form of overdrafts payable upon demand and bearing interest ranging
from 1.25% ta 3.65% per annum (2020 1L65% to 3.9%%). These facilities are secured by lien on fived deposits
umounting to AED 1584 milion (2020: AED 1325 million). The bank overdmft limit provided under the
facilities s AED 156 million (2020: AED 116 million).

3l



Al-Sagr National Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

19 INSURANCE AND OTHER PAYABLES

2021 2020

AED AED

Due to polcy holders 20,374,582 18,314,713

Drue 1o insurance and reinsurance companics E6,875,472 54,057,729

Drise 1o agents and brokers 6,857,486 5,052 449

Dhue to garapes 20,408,933 15,566,081

Cither payables 17,826,220 21,190,025
131,342,702 118,180,997

Cicher payables can be analysed as follows:

2 2020

AED AED

Accrued expenses and payable 1o suppliers B,659,051 11,01 5,003

VAT payable 2,837,778 2192511

Chthess 6,329, 400 7982491

17,826,229 21,190,035

20 LEASE LIABILITIES

The Company has lesses fior the premises, head office building and it branch offices as at 31 December 2021.
With the exception of short-term leases and leases of low-vabee underlying assets, cach lease is refieeted on the
statement of Gnancial position a3 a dght to wse asset and 2 lease lisbility. The Company classifics its right o
ERs @ssels in 8 CONsisEnl manner u:u[lpmpﬂt].'mdequptnuu{m:nmtﬂ Future misimum lease payments
at 31 December 2021 were a5 mentioned beow:

Wllhln 1 year 1-Zyeurs  2-3 years Taoual
AED AED AED AED
31 Degember 2021
Lease payments 4,754, 810 4253 600 - 9,08 418
Finance charges (279,086) (104,159} =
MNet present values 4,475,724 4,149 449 - B,625,173
31 Diecembser 2020
Lease payments 2004810 2,004,810 1,503,608 5,513,228
Finance charges Q87130)  (110514) (30,668  (28312)
Net present values 1,817 680 1,894 294 1,472,940 5184916

The Company has elected to account for shor-term leases and leases of low-value assets using the peactical
expedients. Instead of recognising o right to use asset and lease Hubility, the payments in relation o these are
recognised s an expense in profit oe loss on a straighr-fine basis over the lease verm. Operating besse payments
represent rentals payable by the Company for its hranch offices, At reporting dute, the Company has
oursnnding commitments under non-cancellible operating leases, which fall due as follows:

2021 2030
AED AED
Liss than one year 337,780 320 250




Al-Sagr National Insurance Company (PSC)
Notes to the financial statements
For the year ended 31 December 2021

11 NET INVESTMENT LOSS

202 2050

AED AED
Allocared peneral and administrative expenses to investment (8,727,636) (9,233,700
Lo on revaluation of financial assets at FYTPL {note 7) (498,888) (441,370
Rental income from investment property 4,112 520 -
Interest income on fixed deposits 4,584,789 57597
Drvidend income foam financial assers at FVTPL 198,120 176,212
Met gain on sale of financial pssets at FV'TPL 20,269 27,54
Loss on disposal of property and equipment (518) {41,952
Cither cxpenses - (6,722)

(311,344) _ (5,785,024)

Mo social contdbution made by the Company 1o be included in unallocated general administrtive expenses
during the vear (2020: Nil).

22 GENERAL AND ADMINISTRATIVE EXPFENSES

Lmﬁnrﬂ::}urhubnmndﬁ::ln:ﬁﬂdﬂrﬁingm following expendes which are incloded in the general
and administrative expenses and unallocated general and administrative expenses,

2021 2020
AETY AED
Seaff cost 28,506,099 0,326,296
Depreciagon of property and equipment (note 5) 5,855,854 3252277

n EARNINGS PER SHARE

Basic carnings per share are calcudated by dividing the profit foc the year artdbutable o shareholders by the
weighted sverage number of shares ousmnding at reporting date,

2021 2030
(Loas)/ profiz for the year (AEDY) (62,944,084) 5,747 691
Directoes” fee paid {AED) (1,535,000) (1,495,000
(Loss)/profic for the year atribunable to equity holders (AED) (64,479,084) 4,252,691
Weighted average number of shares 230,000,000 230,000,000
(Loss)/ carnings per shase (AED) (0.3) 0.02

24 RELATED PARTY TRANSACTTONS

The Company enters into transactions with companies and entities. that fall within the definition of 2 related
party a8 contained in Internarional Accountng Sandard (LAS) 24: Related Paroy Disclosures. Related parties
comprise companics and enttes under common ownership and/or common management and ooneral,
sharehalders, directors 2nd key management personnel of the Company, their close family members and
entitics controlled, jointdy controlied or significantly influenced by such parties. The Company’s management
believes that the terms of such transsctons are not sipnificantly different from those that could have been
obtained from third partes.

33



Al-Sagr National Insurance Company (PSC)

Notes to the financial statements
For the year ended 31 December 2021

24  RELATED PARTY TRANSACTIONS {continued)

At reporting date, amounts due from related parties were a5 follows:

[Due from related parties
Dree from shareholders
Expected credit losses

Included fn insurnce contract Mnbilfties
Gross outstanding claims

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

Reversal during the year
Az ar 31 December

2021 2020

AED AED
104,752,832 104,397,726
1,038,574 1,998,626
(90,107,680) (91,307 680
15,683,726 15,088,672
08,264 29613
2021 2020

AED AED
91,307,680 91,307 680
51,301 :

01) .
30,107,680 91,307 5680

These amounts outstanding are unsecured and will be settled in cash. Mo guaraniees have been given ot receved,
Diating the year, the Company entered into the following transactions with relpted parties:

Crrods premiums

Ehny:lmnu’m of key mansgement personned
Salaried and benefits

2021 20210
AED AED
3,230,919 3533771
(863,458) (1,610,093)
3,004,095 2,593,140
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Al-Sagr National Insurance Company (PSC)
Notes to the financial statements

For the year ended 31 December 2021
26 CONTINGENT LIABILITIES AND COMMITMEMNTS

Guarantees
2021 2020
AED AED
Letters of puarantes 15,831,735 22108561
Contingent Habilitics

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

7 DIRECTORS' FEE

In accordance with the Minstry of Economy and Commesce Interpretation of Ardcle 169 of Federl Law No.
2 of M5 (as amended), directors' fee of the Company has been trested 25 an appropriation from equaty and
presented under staternent of changes in equity.

) RISK MAMAGEMENT

The Company issues contracts thar transfer either insurance sk or both insurnce and Bnancil dsks, The
Company does not ssue contracts that tmnsfer anly financial nsks. This secthion summardses thess rsks and
the way the Company manages them:

281  Governance framewnrk

‘The primary objective of the Company's risk and financial management framewaork is to protect the Company’s
shareholders from events thas hinder the sustainable achievement of the set Anancal performance ohjectives.
Management recognises the eritical imporrance of having effickent and effective risk management systems in
place.

2.2  Risk management framework

The Board of Dircctors has overnll responsihility for the establishment and oversight of the Company®s risk
management framewark. The Boand has established the Audit Committee, which s responsible for deve

and monitoring the Company’s sk management policies. The committee reponts regulary w the Board of
Directors an ity sctivided.

The Company’s risk management policies are established to identfy and analyse the nsks faced by the
Company, to set appropiate risk Hmits and controls, and o monitor dsks 2od adherence o lmis. Risk
management policies snd systems are reviewed regularly o reflect changes in market conditons and the
Company's sactivities,

The Company’s Audit Committes oversees how management monitors compliance with the Company’s risk
management policies and procedures and reviews the adequacy of the dsk management framework in relation
ey thee pisks Foced by the Company, The Company’s Aodit Committee is assisted in its oversighe role by Internal
Audit. Internal Audit undermakes both regolur and ad hoc reviews of risk management controls and procedures,
the results of which are reponed to the Audit Committee.

28.3  Capital management framework
The Company has an internal risk management framework for identifying risks vo which each of its business
units and the Company as a whole is exposed, quantifying their impact on economic capital,
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28 RISK MANAGEMENT (continued)

284  Regulatory framework

Regulators are primarily interested in protecting the fghts of the policyholders and sharcholden and monitor
closely to ensure that the Company is satisfactorily managing affairs for their benefit. At the same time, the
repulatoes ane also interested in ensurng that the Company maintiins an appropriate solvency position to meet
unforeseen lishilities adsing from economic shocks or nateral disssters.,

The operations of the Company are also subject to regulatory requirements within the UA.E. Such regulations

not only preseribe approval and monitoring of activities, but also Impose cerain restrictive provisions
minimise the tisk of default snd insolvency on the pan of the insuranee companics 10 meet unforeseen linhilities

as these arise.

28.5  Asset linhility management (ALM)

Financial risks arise from open positions in interest rate, currency and equity produers, all of which sre exposed
tor general and specific marker movernents. The main sk thar the Company faces due o the nature of s

investments and Habilities is interest rate rsk and equity poce sk, The Company manages these positions
within an ALM framework that has been developed by manapement to achieve long-term nvestment returns
in excess of iis obligntions under insursnce and investment contmcns. The Company’s ALM is akbio integrated
with the management of the financial nsks associated with the Company’s other Bnancial assets and Babilities
not directly associated with insurance and investment lishiBes.

The Company's ALM also forms an integral part of the msurance dsk management policy, to ensure in each
period sufficient cash flow is available to meet labilities arising from insurnce.

Insurance daks

The Company accepts insumnce risk through its wnten insumnce contracts. The Company B exposed o
uncertainty surrounding the tming, frequency and severity of claims under these contracts. The Company
writes the following types of general insurance and life insurance contracts:

Creneral insurance contricts include Liahility insurance, Properry insurance, Moor insurance, Fire insurance,
Medical msurance, Marine insumnce and Engineering insurance contracts. Life insurmnce contracts inchede
Grroup life and Crediz [3fe insurance contracts,

The principal risk the Company faces under insurance contracts is that the acmal cliims and benefit payments
or the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims,
actual bemefits paid and subsequent development of long-term chiima, Thescfore, the objecove of the Company
is to ensure that sufficient reserves are available o cover these liabilides.

The above risk exposure is mitgated by diversification across a lange ponfolio of insumnce contraces. The
variability of risks is also improved by careful selection and implementanon of undeneriting strategy guidelines,
s well as the use of reinsurance amangements. The Company only issues short emm insummoe contracts in
connecton with property, motor, marine and casualty risks.

Two key elements of the Company’s insurance risk management framework ate it underwriting strategy and
reinsurance steategy, as discussed below:

Underwriting stravegy

The Company's underamiting strategy 15 t0 bulld balanced portfolics based on a large number of similar risks.
This reduces the variahility of the pontfolio’s outcame.

The underwniting stratepy is set out by the Company that establishes the dasses of business v be written, the
territories in which business is to be wrinen and the industry sectors in which the Company is prepared 1o
anderwrite. This strategy is cascaded by the business units o individeal underwrmiters throagh derailed
underwriting suthorties that set out the limits that any one undenwriter can write by line size, clas of business,
territory and indusery in order 1o ensure appropriate fsk selection within the porfolio. All genenl insurance
contracts except marine and property, are annual in natare and the underwriters have the nghe to refuse renewal
or to changre the terms and condigions of the contract at renewal,

]
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285  Asser liabiliry management (continued)
Insurance risks (continued)

Undervriting sirategy (continoed)

ﬁ:pdn:ipﬂdikrh:ﬂmur&:ﬂundﬂm contracts s that the actual claime and benefits payments
ot the tming thereof, differ from expectations. This i influenced by the frequency of claims, severity of claims,
actual benefits paid and subsequent development of long-term claims. Therefors, the objective of the Company
it b0 ensure that sufficient reserves are available po eover these Lahilities,

The above risk exposure i mitigated by diversification scross & lage portfolio of insumnce contracts, The
wariability of rsks is also improved by careful selection and implementation of undenwriting strategy guidetine,
a8 well s the use of reinsumnce wrrangements.

Frequency and amounts of claims

The Company has deveboped their underwiiting strateiry to diversify the type of insurance risks accepted and
within each of the categories 1o achieve sufficiently large populations of sk to reduce the vadability of the
expected outeome. The frequency and amounts of claims can be affected by several factors. The Company
underwrite mainly property, motor, casualty, medical and marine rsks. These are regarded a5 shore-tesm
tnsurance contracts a5 claims are normally advised and seetled within one vear of the insused evene taking place.

Property

Property insurance covers a diverse collection of nsks and therefore propesty insurance contrscts are
subdivided into four risks groups, Gre, business intesnapeion, weather damage and theft.

These contracts are underwritten by reference to the commercial replacement value of the propertes and
contents insured. The cost of rebuilding properties, of replacement or indemnity for contents and time taken
to restant operations for business interruptions are the ey factors that infleence the level of claims under thess
policies. The greatest likelthood of significant losses on these contmcts ardses from storm, flood damage ar
other westher-related incidents.

Morar

Motor insurunce contracts are designed to compensare policies holders for damage suffered 1o vehicles,
disahility to thied parties arising through aceidents and fire or theft of their vehicles. Underwriting mirs and
guidefines are in place to enforce appropriate risk seloction criterda.

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

Marine

Marine insurance is designied to compensste contract hodders for damage and Bability 2nsing theouph loss oe
damage 10 marine craft and accidents at sen resulting in the wtal or partial loss of cargoes.

For matine inturance, the main rlaks aré loss or damage to marne craft and accidents resulting in the total or
partial loss of cargoes. The underwriting strategy for the marine class of business is o ensure that policies are
well diversified in rerms of vessels and shipping routes covered,

Caswalty

For casualty elass of business, such a8 workmen's eompensation, personal accident, general thind-party lahbilioy
wnd loss of money, the extent of loss or damage and the potential court swatds ave the main fictors that
influence the level of claims,

The Company manage thess risks through their underwriting stratepy, sdequate reinsurance armngements and
proactive claims handling. The enderariting stratepy sttempts to ensure that the onderwritten risks are well

dnmﬁdmmsn!wmdmmﬂmhﬂud&mghmﬂmmphummmwmm
pelectons.
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285  Asset Hability management (continued)
Insurance risks (continued)

Casupalty (continued)

The Company proactively manages and pursucs carly settiement of claims m reduce their exposure w
unpredictable developments. The Company have adequate reinsurance armngements to protect thear francial
vighility aginst such chims for all classes of business. The Company have ohmined adeguate non-
propoftionate reinsurance cover for all classes of business to limit losses w an amount considered appropriare
by the management.

Medical

Medical selection is part of the Company’s underoriting procedures, whereby contributions are charged w
reflect the health eondition and family medical history of the applicants. Pricing i based on assumptions, such
umrt:hq'lﬂdp:ﬂm:nql which consider past expetience and current trends. Contracts including specific
tisks and puamntess are tested for profitability according to predefined procedures before approval.
Products are reviewed by the business unis on an snnoal basis m confiom, or otherwise, that pricing
pasumptons remain approprste. Analysis is performed on earnings and lability movernents to understand the
source of any materal variation in actual result from what was expected. This confirm the sppropriateness of
assumption and in underwnting and pricing.

Concentration of rsk

The Company's uncberwriting activities are carried ot in the United Arab Emirates and other Middle East
tmmu-tll

Reinsurance sirategy

The Company retnsures a portion of the insumnce rsks it underorites in order o control its exposune 1o losses
and protect capital sesources. Ceded remnsunince contains credit dsk, as discussed in the fnancial sk
management note, The Company has 4 Reinsurance department that is responsible for secting the minimum-
recurity criténa for scceptable rensurance and monkoring the purchase of reinsurance by the business wnits
againgt those critera. The department mondtods developments in the reinsumnce progmmme and its ongoing
adequacy.

The Company buys a combinstion of propononate and non-propomionate reinsurance treatics o reduce the
net exposure to the Company. In addidon, underwriters are allowed m buy facultatve reinsumnce in certain
specified circumstances. All purchases of facultatve reinsumance are subject to business unit pre-approval and
the toal expenditure on facultative reinsurance & monitored pegulacly by reinsumnoe deparment.

FPinancial risk

The table below sets out the classification of each class of financal assets and lisbilites along with their fair
valoes, For financial assets and liakilites carded at amortised cost, management believes that the amortised
cost of those nstroments approximaces to thelr fuir values.

Ar 51 December 2021 FYTPL  Amordsed cost Total
Financial assers AETY AED AED
Investment in Arencial assem ar FYTPL (o T) 15,567,606 - 15,287 696
Insurance seceivables (nose 100 - 198,194,959 199,194,939
Drue from relaced pardes (nave 24) - 15,683, T26 15,683,726
Oither roccvables fexcluding prepayments) (pote 13) - 020,581 9,020,581
Canh and bank balunees fnode 13) - 192,305 830 152,309,850

15 58T, 696 416, 209, 076 431,796,772
Financial abilines

Bank burrowings {noce 18} -
Insuranes ancd other pryaldes (pote 19 -
Leasc fisbilitics (none 201) . 8,625,173 8,625,173
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Financial dsk (continued)
Ae 3 Drecember 2020 FVTPL Amortised cost Toral
Lrpancind aocty AED AED AED
Investment in financial assems at FYTPL {note T) 16,035,325 = 16,035,325
Irsurance receivables (note 10 4 145,699 528 {5600 528
Dhse from related parties {noge 243 - 15,088,672 15,088,672
Other receivables (excluding prepayments) (note 12} - 4,208,525 4,298,525
Cash and bank balances (note 13) - 201685769 201,585 769
16,035,325 366772404 32 A07 819
Finastcid Gl
Bank bormowings (note 18] = 47343293 47,343,293
Insurance and other payables (nome 19 - 118,180,997 118,180,997
Lease liahilities (note 20) - 5,184,916 5,184,916

- 170709206 170,709,206
The Company has exposure to the following primary risks from its use of fnancial instrements and operations:
M  Credin rigk;
@)  Liquidity risk
(&) Market risk; and
fiv) Orperstonal risk
This mote presents information about the Company’s exposure to each of the above msks, the Company’s
objectives, policies and processes for measuring and managing risk, and the Company’s management of capital
Further quantitative disclosures are included throughout these financial sptements.
i) Credit risk

Credit righ is the risk that one party to a financial instrument will cause & financial loss o dhe other party by
failing to discharge an obligation. Compliance with the paolicy is monitored and exposures and bresches are
repalarly reviewed for pertinence and for changes in the risk environment. For all classes of fnancial assers
held by the Company the macdmum credit sk exposure to the Company is the carrying value as disclosed in
the financial stazements st the teporting date. Reinsurance s placed with reinsurers’ approved by the
management, which are generally intemational reputed companics.

To nunimise its exposure to significant losses from reinsurer insobrencies, the Company evaluates the financial
condition af its reinsurer's and monitors concentrations of credit risk arising from similar geographic regions,
activities or economic charactedstics of the reinsurers.

At each reporting date, management performs an assessment of creditworthiness of reinturers” and wpdates
the reinsurance purchase stmtegy, ascestabning suitable allowance for impairment If required.

Exposure to credit vk
The carnpng amount of financial assers represents the maximuom eredit exposure. The maximom exposure m
credit rixk at the end of the reporting period was as follows:

204 2030
Einancral agsety AED AED
Insuranee recefvables {note 10) 100,194,030 145,699 528
Due from retated parties {(nore 24) 15,683,726 15,088,672
Other receivables (excluding prepayments) (note 1.2 9,020,581 4293 525
Bank balances {note 13) 192,236,777 201,588,370

416,136,023 366,675,005
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285  Asset liability management {(continued)
Financial risk {continued)
i} Credit dsk {continued)

Apeeng of insurance receivables is as follows, mansgement has booked en ECL of AED 60,852 030 agrinst the
total exposure indicated below:

90  9ltw180 1B1w270 270 365 > 365

days dys days days days Total

AED AED AED AED AED AED

2021 95,736,612 22808604 35882120  [8,035,357 87,564,267 260,046,969

2020 89074073 25HI3018 13020067 1509454  TGATEZI 206,795,845
i)  Liquidity risks

Liquadiry risk is the rsk that the Company will encounter difficulty in meeting obligstions asocsted with it
financial liabilities. Liquidity requitements are monitored on a daily basis and managernent ensures that
sufficient funds are available to meet any commitments as they arise

Maturity profiles

The table below summarises the maturity profile of the fnancial liabilities of the Company based on remazning
undiscounted contractual chligatons. Repayments which are subject o notice aee treated as if notee were to
be piven.

Carrying  Contracteal Less than 180 days o 1
amosunt cash flows 180 days year

31 December 2021 AED AED AED AED
Linbilicies
Bank borrowings (note 18) 154,550,305 (154,550,305)  (154,550,30) -
Insumnce and other payables (nooe 19 131,342,702 (131,342,702)  (131,342,702) =
Lease liabilities {note 20 8,625,173 (8,625,173) - (8,625,173)
Total Liabilities 294,518,180 (294,518,180) (285.893,007)  (8.625,173)
31 Decembes 2020
L il
Bank bocrowings (note 18) 47343203  (47343,293) (475432935
Insurance and other payables (note 17) L1B1B0,297  (11B1B099T) (118,180,997 B
Lease liabilities (note 20} 5184916 (5.184.916) - (5184916)
Total Linhilities 170,700,206 (170,705,206)  (165,524,200) {5,184.9156)

H Market Rizk

Market risk is the risk that the value of 3 financial instroment will Aucteste 35 3 result of chanpes in marke:
prices, whether those changes are caused by factors specific to the individual security, or its issuer, or factors
affecting all securities traded in the market. The Company limits market risk by maintsning a diversified
portfalio and by continuowes monitonng of developments in focal equity and bond markets. In addidon, the

Ciom

of the operatdonal and financisl performance of investees.

actively monitors the key factors that affect stock and bond market movements, including analysis
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28.5  Asser Hability management (continued)
Financial sk {continued)
i}  Market Risk {continued)

a) Currency rsk

Cuirrency risk s the sk that the value of & Gnancial instrument will fhctuste doe to changes in forclgn exchange
rates and anses from financial instruments denominated in a forelgn currency. The Company's functional
currency is the UAE Dirham. The Company has exposures in USD, which is pegged with AED and the
Comparry's expodure 0 currency risk is limited 1o that extent, since almost all reinsurance armngements are
denominated i LSD,

b) Interest mte dsk

Interest rate rsk is the risk that the value or future cash fows of a financial instrument will Auctuate because
of changes in market interest rates. The Company's exposure to intersst rate relates to fts bank deposits. Ar 31
December 2021, fived depasits carried interest rates mnging from 1% o 3% (2020 1.1% o 3.5% per annom),

If interest rates had been 100 basis points lower throoghour the year and all other variables were beld constant,
the Company's net profit for the year ended 31 December 2021 would decrease by approximately
AED 1.97 million (2020: AED 1.99 million). Similarly inerese in interest by 100 basds podnts would resule in
exual and opposite effect on profit for the year.

¢)  Equity price risk

Equity price rigk is the risk thar the fair value of 3 financial instruments will fluctuate because of changes in
market prices {other than those arising from interest rate risk or currency risk), whether those chanpes are
caused by factors specific o the individusl fnancial instrument or in issuer, or factors affecting of) simitar
financial instruments traded in the market.

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

The Company’s equity price risk policy requires is to manage such risks by setting and monitoring objectives
and constraints on investments, diversification plans, sector and market. The fair values of Gnancial ssets are
not different from their carrpng values,

Sensitivitics

The table below shows the results of sensitivity testing on the Company's profit or loss and equity by type of
business. The sensitivity analysis indicates the effect of changes in price sk fctors asdsing from the impact of
the changes in these factors on the Company's investments:

1074 increase in price 10%% decrease in price
Oiiher Drther
Profit or  comprehensive comprehensive
loss income  Profit or loss incoime
AED AED AED AED
31 December 2021
Fair valoe theough profit ar loss 1,558,770 = (L,558,770) -
3 December 200X}
Fair value theough profit or loss 1,603,533 - (1,603,533}
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285  Asset Hability management (continmed)
Financial risk {contimued)

v} Operational Risk

Opemonal rsk is the sk of loss ansing from system fmdlore, human eeror, frand or external evenis. When
controls fail to perform, operational dsks can cause damage to reputation, have legal or regulatory mplications
or can lead o fmancal loss.

The Company cannot expect to eliminate all operaticonal daks, but by initlating s dgorous control framework
and by monitoring and responding o potental dsks, the Company is able to manage the risks.

The Company has detailed systems and procedures manuals with effective segregntion of duties, acoess
controls, suthomsation and reconciliation proceduses, staff tmining and assessmen: processes ete, with a
complisnce and internal audit framework. Business rsks such as changes in environment, rechnology and the
industry are monitored through the Company's strategic planning and budgeting process.

9 POST REPORTING DATE EVENTS

Cin 31 January X022, the LAE Ministry of Finance announced the introduction of a 9% Federal Corporate
Tax mte effectve for fiscal years commencing on or after 1 June 2023, There is no impact of this snnouncement
on the financial smtements of the Company for the year ended 31 December 2021, Mamapgement will ndsess
the implications of this Federal Corporate Tax in due course.
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