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AL KHAZNA INSURANCE COMPANY P.S.C. 

Report ot' the Board of Directors 
for the nine months period ended 30 September 2017 

The Board of Directors o f Al Khazna Insurance Company P.S.C. is pleased to submit its third quarter repo11 
of 2017 togethe r with the inte ri m financial information for the nine-month period ended 30 September 
2017. 

T he main highlights of the Group's financial results are summarized as follo ws: 

• Gross Premium written decreased from AED 202.9 million for the nine months period ended 
:\0 September 2016 to AED 89.6 million for the nine months period ended 30 September 201 7. 

• The underwriting loss is AED 57.3 million for the nine months pe riod ended 30 September 2017 as 
compared to AED 24.7 million for the nine months period ended 30 September 2016. 

• The net investme nt results fo r the period registered a loss of AED 43.9 million for the nine months 
period ended 30 September 20 17 against gai n of AED 1.7 million for the nine months period ended 
30 September 2016. 

• The loss for the nine months' period ended 30Septe mber 2017 is AED I 06.1 million against net loss 
of AED 44.8 million fo r the nine months period e~ded 30 September 2016. 

• The total assets of the Grou p were AED 708.5 million as at 30 September 2017 against AED 871.0 
mi Il ion as at 31 December 2016. 

• The total capital and reserves attributable to the Company' :s equity holders is AED 149.3 million as at 
30September2017 against AED 260.9 million as at 31 December 201 6. 

• Note 3.3 to the condensed consolidated financial statements disclose that the Group is facing 
significant challenges in terms of meeting its operating and financing cash flows requirements in the 
foreseeable future, which indicate the e xistence of material uncertainty that may cast a significant 
doubt on the Group's abil ity to continue as goi ng concern. Note 3.3 also discloses mitigating measures 
planned by Management and Board. based on which, we believe the Group will overcome these 
challenges and continue in operational existence for the foreseeable future. Accordingly, these 
condensed consolidated fi nanc ial statements are prepared adopting the going concern basis of 
accounting. 

10 .January 20 18 
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION 

To the Board of Directors of 
Al Khama lnsurance Company P.S.C. 
Abu Dhabi, United Arab Emirates 

Introduction 

We were engaged to review the accompanying condensed consolidated statement of financial position of Al 
Khawa Insurance Company P.S.C. ("the Company") and its subsidiaries ("the Group") as at 30 September 2017 
and the related condensed consolidated statements of profit or Joss, total comprehensive income, changes in equity 
and cash flows and other explanatory information for the nine months period then ended (together, the "interim 
financial information"). Management is responsible for the preparation and presentation of this interim financial 
information in accordance with International Accounting Standard (IAS) 34, "Interim Financial Reporting". Our 
responsibility is to express a conclusion on the accompanying interim financial information. Because of the 
matters described in the Basis for Disclaimer of Conclusion paragraph, however, we were not able to obtain 
sufficient appropriate evidence as a basis for expressing a conclusion on the interim financial information. 

Basis for disclaimer o.f"conclusion 

As discussed in note 3.3 to the condensed consolidaled financial statements, as of the end of Lhe reporting period, 
the Group's losses for the period amounted to AED 106.1 million, cash Hows used in operating activities 
amounted to AED 64.l million, and accumulated losses exceeded 50% of the share capital. Management was 
expecting to submit a detailed Corrective Plan to the Insurance Authority and to dispose investment assets 
amounling to AED 45 million by the end of September 2017. 

In addition, subsequent to the period end, the Group has defaulted in repayment of one of its loan installments 
amounting to AED 12.4 million. The Lola) recognised amount of the outstanding loan is AED 197.3 million 
including interest. As a result of the default, the Group has breached its covenants contained in its loan agreement 
and the whole amount of the outstanding loan becomes immediately payable along with a previously forgiven 
amount of AED 39.4 million (plus interest). Based on the contractual agreement, the lender may enforce the term 
of the agreement in this respect to recover the whole amount. In this event, adjustments would have to be made to 
provide for farther liabilities and to reclassify Lhese liabilities as current liabilities. 

As of Lhe date of this report, the Corrective Plan has not been approved, only assets worth AED 28.9 million have 
been disposed, no replacement financing or renegotiation of Lhe terms of the bank loan has been concluded, and 
only partial settlement of the past <lue loan payment amounting to AED 5.7 million has been paid. 

A revised Management's plan and ca-;h flow forecasts with revised dates for submission of the Corrective Plan 
and disposal of assets has heen approved by the Board of Directors as of the date of this report. The cash flow 
forecasts include assumptions related to non-enforcement of the terms of the loan agreement in respect of 
recovering the whole outstanding loan balance including the forgiven amount and interest, and a disposal of 
certain assets during January 2018. 

Anis Sadek (521), Cynthia Corby (995), Georges Najem (809), Mohammad Khamees Al Tah (717), Musa Ramahi (872), Mutasem 
Dajani (726), Rama Padmanabha Acharya (701) and Samlr Madbak (386) are registered practising auditors with the UAE Ministry of 
Economy. 
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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION 

Basis for disclaimer of conclusion (continued) 

We were not provided wilh documentation rclale<l to these assumptions to support the appropriateness of the 
interim financial information being prepared using the going concern basis of accounting. Consequently, we were 
unable to confirm or dispel whether it is appropriate to prepare the interim financial information using lhe going 
concern basis of accounting. 

As disclosed in Note 5 to the condensed consolidated financial statements: 
• The Group's investment in Sanad Cooperative Insurance Company ("Sanad"), classified as investment at "fair 

value through profit or loss" is carried al AED 4.1 million as at 30 September 2017, and the Group's loss 
resulting from the change in fair value of Sanad shares of AED 40.4 million is included in the Group's 
s tatement of profit or loss for Lhe nine month period then ended. We were unable to obtain sufficient 
appropriate evidence about the fair val uc of lhe Group's investment in San ad as at 30 Sept.ember 2017 and the 
Group's gain/loss resulting from the change in fair value for the period because the shares valuation is based 
on the 31 December 2016 financial statements of Sanad on which the external audiiors expressed a disclaimer 
of opinion. Consequently, we were unable to dclermine whether any adjustments to these amounts were 
necessary. 

• The Group's investments classified at "available-for-sale" (AFS) include investments in unquoted equity 
securities carried at AED 43.64 million as at 30 September 2017, and the Group's Joss resulting from the 
change in fair value of these investments of AED 6.2 million is included in the Group's statement of total 
comprehensive income for the nine month period then ended. We were unable Lo obtain sufficient appropriate 
evidence about the fair value of the Group's investments in these shares as al 30 September 2017 and the 
Group's gain/loss resulting from the change in fair value for the period be<:ause the shares valuations arc 
based on the 31 December 2016 financial information of the investees as current information is absent. 
Consequently, we were unable to determine whether any adjustmenls to these amounts were necessary. 

Disclaimer of conclusion 

Due to the significance of the matters described in the Basis of Disclaimer of Conclusion section, we were unable 
to obtain sufficient appropriate evidence to form a conclusion on the accompanying interim financial information. 
Accordingly, we do not express a conclusion on this interim financial informalion. 

Emphasis of matter 

We draw attention Lo note 4 to the condensed consolidated financial statements, which discloses that the Group's 
investment properties include two plots of land with a carrying value of AED 87.3 million for which the master 
developer did not transfer the titles to the name of the Company, pending the settlement of the las{ instalments 
which are linked to the completion of the development works. 

United Arab Emirates 



AL KHAZNA INSURANCE COMPANY P.S.C. 

Condensed consolidated statement of financial position 
~•sat 30 September 2017 

Notes 

ASSETS 

Property and equipment 
Investment properties 4 
Investments in securities: 
- Available-for-sale (ArS) investments 5 
- In vestments at fair value through profit or loss (FVTPL) 5 

Statutory deposit 6 
Reinsurance share of technical provision.\-.· 
- Unearned premium reserve 7 
- Claims under scnlemcnl reserve 7 
- Claims incurred but not reported reserve 7 
- Unexpired risk reserve 7 
I nsu ranee rcce i vab Jes 8 
Other receivables and prepayments 9 
Defe1Ted acquisi tion costs 
Term deposits to 
Cash and cash equivalents 

Total usseti; 

4 

30 Sep tern her 31 December 
2017 201 6 

(unaudited) (audited) 
AEO AcD 

1,445,133 1,738,]07 
314,485,000 322,799,000 

59,510,284 64,936,033 
105,726,061 168,466, 7 19 

10,000,000 10,000,000 

20,310,733 19,774,489 
64,712,537 85,443,079 
13,404,538 12,382,930 

747,177 3,842,975 
89,881,970 99,546,054 
12,399,941 15,691 ,384 
3,064,573 8,907,879 
1,858,633 1,829,807 

10,938,947 55,649,026 

708,485,527 871,007,682 

The accompanying notes form an integral part of these condensed consul idated financial scatements. 



i\L KHAZNA INSURANCE COMPANY P.S.C. 

Condensed consolidated statement of financial position (continued) 
as at 30 September 2017 

EQUITY ANO LIABILlTIES 

Capital and reserves 
.Share capital 
S hare premium 
Legal reserve 
Regulatory reserve 
Investments revaluation reserve 
Revaluation reserve 
Accu mulated losses 

Total capital and reserves 

LIABlLITIES 

Provision for end of service benefit 
Gross technil'al provisions: 
- Unearned premium reserve 
- Claims under settlement reserve 
- Claims incurred but not reported reserve 
- Unallocated loss adjustment expense reserve 
- Unexpired risk reserve 
Insurance payables 
Other payables 
Reinsurance deposit retained 
Unearned reinsurance commission 
Deferred income 
Bank borrowings 

Total liabilities 

Total equity and liabiJities 

Managing Director 

Notes 

11 

12 
13 

7 
7 
7 
7 
7 

14 
IS 

16 

30 September 
2017 

(unaudited) 
AED 

420,000,000 
1,788,422 

62,145,349 

14,464,493 
11,736,841 

(360,821,734) 

149,313,371 

6,236,977 

68,609,491 
88,950,496 
37,081,014 

2,446,688 
14,812,171 

105,596,194 
33,RJ7,875 

1,538,555 
667,583 

4,380,523 
J 95,034,589 

559,172,156 

708,485,527 

5 

JI Decemb~r 
2016 

(audited) 
AED 

420,000,000 
l ,788,422 

62,1 45,349 

19,890.242 
11 ,736,841 

(254.708,897) 

260,851 ,957 

5,845,678 

I 01,240.344 
122,076,6 12 
33.664,673 

2,830.061 
l l ,873.773 
83,8 12,659 
32.454, 193 

2,051,37 1 
1,523,263 
7,687 .693 

205,095.405 

61 0, 155.725 

871 ,007,682 

The accompanying notes form an integral part of thest! condensed consolidated fi nancial stateme nts. 



AL KHAZNA INSUl~ANCE COMPANY P.S.C. 6 

Condensed consolidated statement of profit or loss (unaudited) 
for the nine months period ended 30 September 2017 

J months ended 30 September 9 months ended 30 Sepl.l~mhcr 

2017 2016 2017 20 I 6 
Notes ,\F.[) t\ED AED /\ED 

Cross premiums wriuen 56,139,()57 64.602.6% 89,550,J 51 202.852.\04 
Reinsurance share or di rect husiness premium (20,538,888) (26.362.Y43) (21l,91•S,919) (.18J49.(12-il 

Net premium J5,600,169 JS.239.75.1 60,644,2.12 104.503.210 
Chang~ in unearned premium provision (8,100,86)) 12.296.380 JJ,167,097 (.10.530.620) 

Net premium earned 27,499,.\08 so.536,i :n 93,811,329 1:\J.97'.!.590 
Commission expenses - net (3,9.~2,755) (2.868.74J) ( 11 ,428,424) (8.685.2 15) 
Commission income 1,726,581 484.806 3,125,725 2,058.1 67 

Gross underwriting income 25,293,U4 48.152,196 85,508,630 127.345.542 

Gros.~ claims paid <35,929,JSO) (56.144.803) ( I 58,085,207) ( 141.'i87.6:~6l 
Reinsurance share of insurance claims "4,623,382 13.150.592 35,.'98,72? :\5.0.'ilU"i6 

Net claims paid (.U,305,968) (42.994.211) ( 122,686,480) (I 06.529.280) 

Change in c laims under settlement reserve 8,178,153 (9.000.644) JJ,126,116 (.10.986.644) 
Change in rcinsuran~·c share for claims under 

settlement reserve (2,952,690) 13,024.761 (20,730,542) 20,354.761 
Change in ell.Ii ms im:urrcd hut not repcirted reserve (3,524,581) (9.812.304) (J,416,341) (15.567304) 
Change in reinsurance share for claims incurred ht1t 

not reported reserve 1,8.13,191 6.869.540 1,021,(108 .5.507.540 
Change in unallocated loss adjustment expense 

reserve 16,934 (429.444) 383,.173 (296.444) 
Change in unexpired risk reserve (5,183,647) 4.571.061 (2,938,398) 5.708 .061 
Change in reinsurance share of unex pired risk 

reserve 286,670 (3,095,798) 

Net claims incurred (.12,651,938) (37.769.241) ' I 18,J.l6,462) ( 121.809.3 10) 

O peruting expenses (5,946,058) fl2.l29.3.'i5) (24,470,382) (30.281.947) 

Net und~writing los.s I I J,304,862) ( I , 746.400) (57,298,214) (:!4.74.5.71.'ii 

Net loss from inve~tments 17 (7,577 ,621) (l l.209,965) (43,023,W>) ( 1.407.614) 
(Loss)/lncome from investment properties 18 2,234,154 2324.296 (959,615) 3,090.282 
Operat ing expenses ( 1.179,895) (.1.540.1 60) 
Fi nancc cost~ (2,476,468) (6,655.2.'U) (7 ,492,588) ( 1934 I .265) 
Other income 106,514 188.929 2,660,826 I . 192.906 

toss for the period attributable to equity 
holders of the Cumpany 20 (21,018,283) ( 18.278.288) (106,112,8.n) 144.7.51.566) 

Hasic and diluted Joss per ~hare 21 (0.05) (0.04) (0.25) (0. !07) 

The accompanying notes form an integral part of these condensed consolidated financial statements. 



AL KHAZNA INSURANCE COMPANY P.S.C. 

Condensed consolidated statement of total comprehensive income (unaudited) 
for the nine months period ended 30 September 2017 

7 

J months ended J() September 9 months ended JO September 
2017 2016 2017 2()1(1 

Note A.ED /\ED AED AED 

1.uss for the period (21,018,283) ( 18.278.288) ( 106, 112,837) ( '-14.751.5"6) 

Other comprehensive loss: 
/rems rliw ll'il/ lw rPd11s.1·ilh•d mh.~l't/11e11rlv 

fo 11mfir nr loss: 
Net fair value loss on AFS investments 5 750,699 (2.860.474) (5,425,749) (4. 166.29J) 

Total comprehensive loss for the period 
attributable to e<1uily holders of the 
Company (20,267,584) (2 l . 138.762) ( 111 ,538,586) (48.917.859) 

The accompanying notes form an integral part of these condensed consolidated fin ancial statements. 



AL KHAZNA INSURANCE COMPANY P.S.C. 8 

Condensed consolidated statement of changes in equity 
for the nine months period ended 30 September 2017 

Investments 
revaluation Attributable 

and to the equity 
Share Share Legal Regulatory Revaluation Accumulated holders of the 

capital premium reserve reserve reserves losses Company 
AED AED AED AED AED AED AED 

Balance at I January 20 J 6 (audited) 420,000,000 1,788,422 62 ,145,349 60. 103,225 42,494,668 (237, 110,64-1-l 349..+2 1,020 

Los!> for the period - - - (44,751 ,566) (+.l,75 l.566) 
Other comprehitnsiw loss - - (4,166,293) (~,I 66,293) 

Total comprehensive loss .. - .. - (4,166,293) (M,75 1566) (48,9 17.859 ) 
Transfer (note - I 3) - (60,IOJ,225) - 60,103,225 

Balance at 30 September 2016 (unaudited} 420,000,000 1,788,422 62,145,349 - 38,328,375 (221.758,985) 300.503.161 

~~ .._ - ~~ ~--- ~ 

Balance al I January 2017 (au<liLc<l) 420,000,000 1,788.422 62,1 45,349 - 31,627,083 (254. 708.897) 260.851,957 

Loss for lht: period - ~ - - (106,112,837) ( 106, l I 2,837) 
Other comprehensive loss - - - (5.425,749) (5, .. f!5. 749) 

- -
Total comprehensive loss - - - (5,425,749) ( I 06, 112,837) ( I 11,538.586) 

--- - -- --- -
Balance at 30 September 2017 tuoaudited) 420,000,000 1,788,422 62,145,349 - 26,201,334 (360,821,734) 149,313,371 

The accompanying notes fo rm an integral part of these condensed consolidated financial scatements. 



AL KHAZNA INSUI~ANCE COMPANY P.S.C. 

Condensed consolidated statement of cash flows (unaudited) 
for the nine months period ended 30 September 2017 

Notes 
Cash !lows frnm oper;1tin1;111ctivities 

I .oss fo r the period 

Adju.~tments for: 
I kprc<.:iatinn nf properly anu i;quipmcnl 
Net foir valu.: lnss on investment properties 
Net fa ir vuluc loss on investments :it FVTPL 
Loss on uisposol of invcsunents <Jl rVTPL 
Net rental income from investment properties 
Di l'iuc:nds rrorn i nvcstrncnL~ in securities 
I ntercst income on term lie posit 
finance costs 
Gain <•n disposal of property. plant ml<l c4uipmcnl 
Al lowance for douhtful dehL~. net 
Impairment of capital work in progress 
Provision for employees' cnu of service benefit 

Cash llnw used in operalin~ activities hefore moveme11t 
in working c11pita1 
Net mo vement in deforrell acquisition costs 
Ncl m<ivement in rcinsurnnce share of 1.cchnicul provisions 
Net movement in gross technical provisions 
Net movement in uneurncd reinsurance commissions 
Decrease in insurance and other receivahles 
Increase i n insurnnce and C){her payahles 
Decrease in reinsurnnce deposir retained 
Oecreuse in <leferred income 

Cash (used in)/J,tenerated from operating activities 
Empfuyecs' end of service benefit paiu 
Finance cost paid 

Net l'ash (used in)/generutcd from operating 11ctivilies 

Cash !lows from investing activities 
Movcmem in term ueposi1s with original maturity of greater than three 111omhs 
Payments for acquisition of properly and equipmenl 
Di videnus recci vetl 
Interest income n:ccived 
Net rental income recei ved from investment properties 
Procecth from uisposal of property ;tnd equipment 
Pmcel!<.ls from disposal vf invcstmcms ut FVTPL 

Nd cas h gtmernted from inves ting activities 

Cash tlows from financing activities 
Repayment of bank horrowing 
Dividends paid 

~et cash used in linancing activities 

Net (decrease)/increuse in cash and cash ec1uiv<1lents 

Cnsh and eash equivulents at beginning of the period 

Cash and cash equivalents al end of the period 

20 
18 
17 

18 
17 
17 

s 

10 

<) 

1
) months ended 
JO September 

2017 

Alm 

1106, 112,837) 

514,358 
8,314,000 

44,802,996 
2,021,860 
(7,J54,.~85 ) 

(6,287,345) 
(23,896) 

7,492,588 
(72,254) 
269,<·17 

7.l2,459 

(55,702,839) 
5,843,..~()6 

22,268,488 
(59.785,603) 

(855,680,) 
12,685,910 
W,446,079 

(512,!H6) 
(3,J07, 170) 

(58,920,325) 
(J41,160) 

(4,791,450) 

(64,052,935) 

(28 .. ~26) 
(226,428) 

6,287.345 
23,896 

7,J54,385 
77,498 

I 5,915,802 

29,403,672 

(10,060,816) 

(I0,060,816) 

( 44, 710.079) 

55,649,026 

I 0,9.~8,947 

~O I 6 

/\ F.I) 

(44.75 1.566) 

4()().020 

4.747.000 
n . 1 s2 .4(1(• 

( 7.X.17.282) 
!l 2.8o2.673l 

(22.'>90) 
19.:\4 1 .2(J5 

({14.000) 

l .. n 2.2911 
:'i . 145.916 

631.97 1 

CW.7275lD> 
LU5 1.Xl7l 

(28. 197.125) 
74.007.775 

(J'.\8.642 
.1.7.lll . .192 

10.794.502 
(599.875) 
(596.869) 

:l:'i.) 26.042 
\87.2 18 ) 

35.2.18.824 

C28.880) 
(486.0l J) 

12.1162.67> 
.10.197 

7,8:17.282 
I Oll.000 

20.~2.\. 259 

(60.8 14) 
( 1.260) 

!62.074) 

55.500.00C) 

.:16.322500 

l 01 .82 2.509 

The accompanying notes form an integral part o f these condensed consolidated financial statements. 



AL KHAZNA INSURANCE COMPANY P.S.C. 

Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 

General information 

10 

Al Khaz.na Insurance Company P.S.C. ("the Company'') is a public shareholding company. The Company 
and its subsidiaries (together the "Group") are incorporated in the Emirate of Abu Dhabi by virtue of the 
F..miri Decree No. (4) dated 11 September 1996. 

The Company's principal activity is the writing of general insurance and re-insurance business of all classes. 

The Company operates through its head o ffice in Abu Dhabi und branch offices in Dubai an<l Al Ain. The 
Company is domiciled in the United Arab Emirates and its registered office address is P.O. Box 7334\ 
Abu Dhabi, United Arab Emirates. 

The Company' s ordinary shares are listed on Abu Dhabi Securities Exchange. 

2 Application of new and revised International Financial Reporting Standards (IFRSs) 

2.1 New and revised IFRSs applied with no material etfcct on the condensed consolidated interim 
financial statements 

The fo llowing new and revised IFRSs. which became effective for an nual periods beginning on or after 
I January 20 17. have been adopted in these contlensed consolidated financial statements. The application 
of these revised IFRSs has no t had any material impact on the amounts reported for the c urrent and prio r 
years but may affect the accounting for future transactions or arrangements. 

• Amendments to IAS 12 Income Taxes relating to the recognition of deferred tax assets for 
unrealised losses 

• Amendments to !AS 7 Statement of Cash Flows to provide disclosures that e nable users of financial 
statements to eval uate changes in liabilities arising from financing activities 

• Annual Improvements to rFRS Standards 2014-2016 Cycle- Amendments to lFRS 12 

2.2 Standards and Interpretations in issue but not yet effective 

The Group has not yet applied the following new and revised lFRSs that have been issued but are not yet 
effective: 

New and re\'iscd IFRSs 

Annual Tmprovcmt:nts to JFRS Standards 20 l 4 - 2016 Cycle amending 
IFRS I and IAS 28 

Amendments to IFRS 2 Share Based Payment regarding classification and 
measurement of share based payment transactions 

Effective for 
annual periods 
beginning on or after 

I January 2018 

l January 2018 



,\L KHAZNA INSURANCE COMPANY P.S.C. I I 

Notes to the condensed consolidated financia l statements 
for the nine months period ended 30 September 2017 (continued) 

2 Application of new and revised International Financial Reporting Standards (IFRSs) 
(continued) 

2.2 Standards and Interpretations in issue hut not yet ef'fecti've (continued ) 

New a nd revised IFRSs 

fFRlC 22 Foreign Curr~ncy Tran.~actions um/ Advance Consideration 

The interpretation addresses fore ign l:urrency transactions or parts of 
transact ions where: 
• there is con~ideration that is denominated or priced in a foreign 

c urrency; 

• the entity recognises a prepayment asset or a deferred income liabi lity 
in respect of that consideration, in advance of the recognition of the 
rc larcd ussct. expense or income; and 

• the prepayment asset or deferred income liability is non-monetary. 

Amendments to IFRS 4 /11s11r<111ce Contracts: Relating to the different 
effective dates of IFRS 9 and the fo rthcoming new insurance contracts 
standard. 

Amendments to IAS 40 /11vt!st111cm1 Property: Amends paragraph 57 to state 
1hat an enti ty shall transfer a property to, or from, investment property 
when, and only whe n, there is evid~nce of H change in use. A change of use 
occurs if property meets. or ceases to meet, the defi nition of investment 
propen y. A change in management' s inten1ions for the use of a property by 
itself does not consti tu1e evidence of a c hange in use. T he paragraph has 
been amended to state that the list o f examples therein is non-exhaustive. 

Amendments to IFRS 7 Financial lnstrumems: Disclosures relating to 
disclosures about the initial application of IFRS 9 

IFRS 7 Fi11ancial /11srrumen1s: Disclosures relating to the additional hedge 
accounting disclosures {and consequential amendments) resulti ng from the 
introduction of the hedge accounting chapter in IFRS 9 

Amendments to lfRS 10 Consolidated Financial Statements and IAS 28 
Investments in Associates and Joint Ventures (2011) relating to the 
treatment of the sale or contri but ion of assets from and investor to its 
associate or joint venture. 

Effective for 
annual periods 
heginning on or after 

I January 2018 

I January 2018 

I January 201 8 

When lFRS 9 is first 
applied 

When IFRS 9 is first 
applied 

Effective date deferred 
indefinitely 



AL KHAZNA INSURANCE COMPANY P.S.C. 12 

Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

2 Application ot' new and revised International Financial Reporting Stm1dards (1.FRSs) 
(continued) 

2.2 Standards and Interpretations in issue but not yet etl'ective (continued) 

New a nd revised l FRSs 

IFRS 9 Financial Instruments (revised versions in 2009, 20 J 0, 2013 and 
2014) 

IFRS 9 issued in November 2009 introduced new requirements for 1he 
classification and mea'i11rement of linancial assets. IFRS 9 was 
subsequently amended in October 2010 lo include requirements for the 
classification and measurement of financial liabilities and for 
derecognition, and in November 201 3 to include the new requirements for 
general hedge accounting. Another revised version of IFRS 9 was issut!d in 
July 201 4 mainly to include a) impairment requirements for financial assets 
•lnd b) limited amendments to the classification and measurement 
requirements by introducing a ' fair value through other comprehensive 
income' (FVTOCI) measurement category for certain simple debt 
instruments. 

A finalised version of fFRS 9 which contains accounting requirements for 
financial instruments, replacing IAS 39 Fi11a11cial /11s11w11e111s: Rec:og11itio11 
and Mea.w re11um1. The standard contains requirements in the fo llowing 
areas: 

• Classification and measurement: Financial assets are classified hy 
reference to the business model within which they are held and their 
contractual cash flow characteristics. The 2014 version of fFRS 9 
intro<luces a 'fair value through other comprehensive income' category 
for certain debt instruments. Financial liabilities are classified in a 
similar manner to under IAS 39, however there are differences in the 
requirements applying to the measurement of an entity's own credit 
risk. 

• Impairment: The 201 4 version of IFRS 9 introduces an 'expected 
credit loss' model for the measurement of the impairment of financial 
assets, so it is no longer necessary for a credit event to have occurred 
before a credit loss is recognised 

• Hedge accounting: Introduces a new hedge accounting model that is 
designed to be more closely aligned with how entities unde1take risk 
management activities when hedging financial and non-financial risk 
exposures. 

• Derecognition: The requirements for the derecognition of financial 
assets and liabilities are C<.lffied forward from IAS 39. 

Effective for 
annual periods 
hcginning on or after 

l January 20 t 8 
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Notes to the conden.~ed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

2 Application of new and revised International Financial Reporting Standards (IFRSs) 
(continued) 

2.2 Standards and Interpretations in issue but not yet effective (continued) 

New and revised IFRSs 

IPRS 15 Re ven ue from Contracts with Customers 

In May 20 14, lPRS 15 was issued whic h \!Slablished a s ingle compre hensive 
modl!I for e nti ties lo use in accounting for revenue aris ing from contracts 
with customers. IFRS 15 will supersede 1he curre nt reve nue recognition 
guiuance inc luding IAS 18 Revl'1111e. lAS 11 Co11strnction Contract.\· and the 
related interpretations when it becomes e ffective . 

The core principle o f IFRS 15 is that an entity should recognize revenue to 
depict the transfer o f promised goods o r services lo custo me rs in an amount 
that re llccls the consideration to whic h the entity expects to be entitled in 
exchange for those goods o r services. Specifically, the standard introduces a 
5-step approach to revenue recognition: 

• Step l: Identify the contract(s) with a customer. 
• Ste p 2: ldenrif y the pe rformance obligations in the contract. 
• Step 3: Determine the transac tion price. 
• Step 4: Allocate the transaction price to the performance obligations in 

the contract. 
• Step 5: Recognise revenue when (or as) the entity satisfies a 

performance obligation. 

Under IFRS 15, an entity recognises when (or as) a pe rformance obligation 
is satisfied, i.e. when 'control' of the goods or services underlying the 
particular performance obligation is transferred to the customer. f ar more 
prcscri pti ve g uidance has been added in IFRS 15 to deal with specific 
scenarios. Furthermore, extensive disclosures are required by IFRS 15. 

A mendments to lFRS 15 Revenue from Contracts with Custome rs to clarify 
three aspects of the scnndurd (identifying performance obligations, principal 
versus agent considerations. and licensing) and to provide some transition 
relief for modified contracts and completed contracts. 

1FRS 16 Leases 

lFRS 16 specifies ho w an IFRS re porter will recognise, measure, present and 
disclose leases. The standard provides a s ingle lessee accounting model, 
requiring lessees to recognise assets and liabilities for all leases unless the 
lease term is 12 mo nths or less or the underl ying asset has a low value. 
Lessors continue to classify leases as operating or finance, with IFRS 16's 
approach to lessor accounting substantially unchanged from its predecessor, 
IAS 17. 

Effective for 
annual periods 
beginning on or after 

1 January2018 

l January 2018 

I January 20] 9 
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Notes to the condensed consolidated financial statement~ 
for the nine months period ended 30 September 2017 (continued) 

2 Application of new and revised International Financial Reporting Standards (IFRSs) 
(continued) 

2.2 Standards and Interpretations in issue but not yet effective (continued) 

Effective for 
annual periods 

New and revised IFRSs beginning on or after 

IFRS 17 Insurance Contracts I January 202 1 

IFRS 17 requires insurance liabi li ties to be measured at a current fu lfil ment 
va lue and provides a more uniform measurement and presentation approach 
fo r all insurnnce contracts. T hese requirements are designed to achieve the 
goal of a consistent. principle-based accounting for insu rance contracts. 
IFRS 17 supersedes IFRS 4 Insurance Contract~ as of I January 202 1. 

Management ant icipates that these new standards, interpretations and amendments will he adopted in the 
Group's consolidated finuncial state me nts as and when they are applicable and adopt ion of these new 
o;tandards, interpretations and amendments, except for lFRS 9 (2014), IFRS 15, IFRS 16 and IFRS 17, may 
have no material impact on the consolidated financial statements of the Group in the period of initial 
application. 

Management an tici pates that IFRS 15 and IFRS 9 (2014) will he adopted in the consolidated financial 
statements for the annual period beginning I January 2018, IFRS 16 will be adopted in the consolidated 
fi nancia l state ments for the annual period beginning I January 2019 and that lFRS 17 wi II be adoptt:d in 
the consolidated financial statements for the annual period beginning I January 202 l. The application of 
fFRS 15 and IFRS 9 (2014) may have significant impact on amounts reported and disclosures made in the 
Group's consolidated linanciaJ statements in respect of revenue from contracts with customers and the 
Group's financial assets and financial liabilities and the application of IFRS 16 may have sig nificant impact 
on amounts reported and disclosures made in the Group 's consolidated financia l statements in respect of' 
its leases. The application of IFRS l 7 may have signi ficam impact on the amounts reported and disc losu res 
made in respect of insurance contracts. However. it is not practicable to p rovide a reasonable estimate of 
effects of the application of these s tandards until the Group concludes its detailed review. 

3 Summary of significant accounting policies 

3. l Statement of compliance 

T hese condensed consolidated fin ancial statements have been prepared in accordance with fnternational 
Accounting Standard (lAS) 34, "interim Financial Reporting". 

3.2 Basis of preparation 

The condensed consolidated financial state ments are presented in UAE Dirhams (AED) which is the 
Group· s functional and presentation currency. 

These condensed consolidated financial statements have been prepared on the historical cost basis, except 
for the measurement at fair value of investment properties and certain financ ial instruments. 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

J Summary of significant accounting policies (continued) 

3.2 Basis of prepamtion (continued) 

As requi red by the Securities and Commodities Authority ("SCA") notification dated 12 OL:tobe r 2008, 
accounting policies re lating to investn1ent securities and investment prope11ies have been discloseu in Notes 
3.6 to 3.7 below. 

The accounting policies used in the preparat ion of these condense<l consolidated financial statements are 
consistent with those used in the audited annual consolidated financial statements for the year ended 
3 1 Oecember 2016, except for the adoption of new standards and interpretations effective I January 201 7. 

These condensed co nsolida1ed financ ial slatements do not include all of the information required for full 
annual fi nanc ial stale ments and should be read in conjunction with the Group 's audited financial s tatemen ts 
for the year ended 31 December 20 16. In addition. results for the nine months ended 30 September 2017 
arc not necessarily indicative of the results that may be ex pected for the financial year ending 31 December 
2017. 

3.3 Going concern 

a) During the reporting period, the Group reduced its underwriting activities in different lines of business 
unti l il conc ludes on corrective measures whic h will be based on technical recommendations suggested 
by an external consultant. This has resulted in a reduction in cash inflows from the underwriting 
busi ness and consequentl y a reduction in available <.:ash as at the end of the re poning period. 

The Group might not be able to meet its financial obligations for the coming 12 months if it Joes not 
generate sufficient cash flows through the operating activities and the disposal of assets amounting to 
AED 15 mjllion by the e nd of January 2018. 

b) The Financial Regulations for Insurance Compan ies (the " Regulations") issued by the IA sets specified 
limits for assets distribution and allocation . Holding inadmiss ible in vesrments or non-compliance with 
the set limits affects the Group·s ability to meet the Regulations' solvency requirements. The deadlines 
for compliance with the Regulations require ments vary between end of Junuary 201 7 and end of 
January 20 18. Compl iance with these require ment!-. requires signi fi cant restrucwring of the Group·~ 
investments portfol io based on different milestones within the c urrent year, with full implementation 
not later than end of January 2018. 

The Group wil l be in no n-compliance with the Regulations require ments if it does not prepare and 
e;<ecutc a Correcti ve Plan in respect of restructuring its investments po11folio on a timely manner which 
mi ght result in fu rther actions take n by the IA that might affect the Group operations. 

c..:) The Group incurred a luss of AED 106. I million, its cash flows used in operating activities amounted 
lo AED 64. I million for the nine-month period ended 30 September 2017 and its accumulated losses 
exceeded 50% of its share capital as of ~O September 2017. 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

3 Summary of significant accounting policies (continued) 

3.3 Going concern (continued) 

J) As discussed in noie 16, subsequent to the period end. the Group has defaulted in repayment of one of 
its loan installment. The total amount of the outstanding loan is AED 197.'."I million including interest. 
As per one or the covenants of the loan agreement the whole amount of the outstanding loan becomes 
immediately payable along with the previously forgiven amount of AED 39.4 million (plus interest) in 
the event of default of any repayment. The value of the property provided as security in respect of this 
loan, amounts co AED 141. I mi Ilion which is lower than the repayable amount. /\s of the date of the:-;e 
financial statements, the Group has been unable to conclude renegotiations or obtain replacement 
financing. 

Munagement considers that the above fac tors present significant challenges to the Group in terms or 
meeting its operating und financing cash flow requirements in the foreseeable future. Whilst management 
has planned the below measures to overcome those circumstances, there arc material uncertainties over 
future results and cash flows. 

• The Group appointed a Consultant to conduct a full business review covering underwiiting. claims. 
reinsurance. investments, IT reporting, internal audit and risk management, finance and corporate 
governance areas and to provide a report on the summary of key areas of concern and corrective m.:t ion 
10 support the Group's preparation of its Corrective Plan. In its previous assessment of going concern. 
Management was expecting lo submit the detailed Correcti ve Plan to the Insurance Authority by the 
end of June 20 17. However, this hus not been completed till the date of issuance of these financial 
statements. At the end of the current reporting period, the Consultant has submitted the dratt business 
plan and this is currently under Board discussion and approval. Management obtained an extension 
from Insurance Authority till August 201 7 for the submission of the Corrective Plan; however. the 
ex!ended period lapsed without the submission of the plan by the Group. The Group will be .submitting 
the plan to Insurance Authority following the Board approval. 

• Management will reassess, based on lhe finalised Consultant report, its pricing and reinsurance strategy 
to improve the performance of the medical line of business and its pricing and ex pense loadings of the 
motor and other lines of business. Management is also developing and implementing a plan to review 
the overall expenses across all lines of business. Management has a reasonable expectation that this 
Corrective Plan will enable the Group to generate profits or to at least reduce its losses from operating 
activities significantly. 

• The Board has set an investment action plan for restructuring the Group's investments portfolio and 
for full or partial disposal of certain investments including plots of land, and/or other quoted and non­
quoted in vestments to generate cash flows to support the operating und financing cash fl ow 
requirements in the sho11 and medium term us well as to comply with Insurance Authority regulations 
requirements related to concentration and asset allocation limits. In its previous assessment s, 
Management was ex pecting to dispose in vestment assets amounting to AED 25 million in August 2017 
and other usscls amounting to AED 20 million by September 2017 in order to meet the Group's short 
term fi nancial obligations including loan repayments clue in October 2017 and April 2018. However, 
only assets worth AED 28.9 million have been <lispose<l as of the date of issuance of these financiaJ 
statements and the Group has defaulted on the repayment of the loan instalment in October 2017. 

• On 30 April 201 7, the AGM passed a resolution to continue in the activity of the Company and 
authorized the Board to ~ell investment a.ssets, if needed, to settle the bank loan and generate liquidity. 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

3 Summary <,f signHicant uccounting policies (continued) 

3.3 Going concern (continued) 

T hese cond it ions indicate the ex istence of a mater ial uncertainty that may cast s ignificant doubt on the 
entity's abili1y to continue as a going concern and lhe refore I hat it may be unable to realise its assets and 
di scharge its liabilit ies in the normal course of bus iness. As a result of the mit igating measures described 
above, management has a reasonable ex pecta tion that the Group has adequate plan and re.sources to 
overcome these chalknges and conti nue in o perational existence for the foreseeable fu ture. 

Thi s conc lusion relies pan icu larly o n the Gro up being able to successfull y implement its Corrective Plan 
for the insurance business as well as for fu ll or partial disposal o f certain as.sets, .so the Group can contain 
its losses. and generate positi ve cash flows fro m operating an<l in vesting activities. 

For these reasons. management continues to adopt the goi ng concern basis of accounting in preparing the 
condensed consolidated 1inanc1al statements. 

In the absence of the Group's ability lo ac hieve management's planned measures, the going concern basis 
would be in valid and adjustments would have 10 be made to reduce the values of the assets as presented in 
the condensed consolidated statement of financia l position to their recoverable amounts. to provide for 
fu rther liabi lities that mighl arise and to reclassify non-current assets and liabilities as current assets and 
liabilities. 

3.4 Estimates 

The preparation of these co ndensed consoli<lated fi nancial state ments requires managemen t to make 
j udgments, estimates and assumptions that affect the application of accounting pol icies and the reported 
amounts of a:-;scts and liabilit ies, income and e xpense. Actual resu lts may differ fro m these esti mates. 

In preparing these condensed consoliduted fi nanc ia l state ments, lhe signi fi cant j udg ments made by 
management in applying the Group· s accounting policies, and the key :-.ources of estimates uncertainty were 
the same as those were appl ied to the consolidated fi nancial .sta tements as a t and for the year ended 
31 December 2016. 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

J Summary of significant accounting policies (continued) 

J.5 Basis of consolidation 

The condensed consolidated financial statements incorpornte the financial statements of the Compan y and 
Lhe following entities: 

Name of suhsidiary 

The Rest Tenanls LLC *** 

Real Estate Academy Est. 
( 1\1 Aka rya Acadcmy) '~* 

Al Khaznu l~cal Estate csl. *' 

Mo<lt:m Academy 
l\<l mini strati ve T1~1i ning 
LLC* 

IT Academy LLC * 
Real Estate Academy f<.lr 

Training LLC * 
Acu<.Jcmy of Tourism and 

Holidays LLC * 
First Di:al Real Esiate LLC '"''' 

Academy for Investment Est. * 
Under Writing Electronics 

Solutions Est. * 
Ta<.luwel Ekctronics Solutions 

Est. * 

Tel Fast Recruilrncnt Agencies 
LLC "' 

Tel Fast Manpow~r Supply 
LLC 1 

l'roporlion of 
ownership 

JO Seplemher :l I Dt:cernhcr 
2017 2016 

99% 99ry.,, 

100% 100% 

100% 100'.*i 

100% 100% 

IOO% 100% 

I00% 100% 

!00% 100% 

100% 100% 

JOO% 100% 

!00% 100% 

100% 100% 

99% 99% 

99% 99% 

Country of 
incorporution 

UAE 

Ui\E 

I.JAE 

UAE 

UAE 

UAE 

UAE 

LJAE 

UAE 

UAE 

UAE 

UAF. 

UAE 

Principal activities 

1'1) rnurket. promote and <.lelivcr property 
management und advisory .~crvin:s. 

To market, promote an<.l Jclivcry 
management and ~1<.lv isory services in 
respect of real estate. 

To market. promote and del iver 
nwnagcment and advisory scrvit:es in 
respect of real estate. 

To provide husiness management tra ining. 

To provide business management training. 

To pmvi<.Jc business management train ing. 

To provide tmining in the field of 1ruvel. 
tourism and hotel management. 

To manage inveslments in rcul estate. 

To manage investments in real cstule. 

Dala formatting, computer system and 
instruments rilling services. 

Software rnnsultancy. storing and 
n.:trieving data. 

Employmenc services - recruilmcnl 

L~bourers supply services. 

* Thcsc suhsidhiries have not yet commenced operations and their Lrudc licenses have expired ;ind not been n:ncwcd. 
''*These suhsidiarie~ have not yet commenced operations and do not huve tr:ide li1:cnses. 
~'**These suhsitliarics have commcncc<l operations hut lheir trade licenses have expired anti not been renewed. 

The ownership is held by the Company and its subsidiaries. 



AL KHAZNA INSURANCE COMPANY P.S.C. 19 

Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

3 Summary of significant accounting policies (continued) 

3.6 Investments in securitie.~ 

3.6.1 Investments carried at fair value through profit or loss (FVTPL) 

Financial assets are cl assified a'i at FVTPL where the financial assets is eicher he ld for trading or it is 
des ignated as at FVTPL. 

I\ financiul asset is classified as he ld for trading if: 

• it has been acquired principally for the purpose o f selling it in the near future; or 
• it is a part of an identified portfolio of financial instruments that the Group manages together and has a 

recent actual pattern of short-term profit-taking; or 
• it is a derivative that is not designated and effective as a hedging instrument. 

A financial asset other than a financial asset he ld for trading may be des ignated as at FVTPL upon initial 
recogniti on if: 

• snch designation e liminates or significantly reduces a measurement or recognition inconsistency that 
would otherwise arise; or 

• the financial asset forms part of a group o f financial assets or financial liabilities or hoth, which is 
managed and its performance is e valuated on a fair value hasis, in accordance with the Group's 
documented risk manageme nt or investment strategy, and information about the grouping is provided 
inte rnally on that basi s: or 

• it forms part of a contract containing one or more embedded derivatives, and lAS 39 permits the entire 
combined contract (asset or liab ility) to be designated as at FVTPL. 

f'in ancial assets at FVTPL are stated at fair value, with any resultant gain or toss recognized in profit or 
Joss. The net gain or loss recognised in profit or loss incorporates any dividend or interest earned on the 
financial asset Fair values of financial assets at fair value through profit or loss are determined by reference 
to quoted market prices. 

Dividend income o n investments in equity instruments at FVTPL is recognised in pro fit or loss when the 
Group's ri ght ro rece ive the dividends is established in accordance with IAS 18 Revenue and is included in 
the ' net in vestment income' line item in the profit and loss. 

3.6.2 Available for saJe (AFS) investment~ 

Investments not classified as "FVTPL", loans and recei vables, and held-to-maturity investments are 
c:lassified as AFS investments and are initially measured at trnde date value, plus directly attributable 
transaction costs. 

After initial recognition, AFS investments arc re measured at fair value, based on quoted market prices for 
quoted shares and third party valuations for unquoted shares at the end of reporting period. 

Unreali sed gains and losses on re measurement to fair value o n AFS investments are recognised directly in 
equity until the investment is sold, collected or otherwise disposed of, or the investment is dete rmined to 
be impaired , at which time the cumulative gains or losses previously reported in equity are included in 
pro fit or loss. 
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Notes to the condensed consolidated financial statements 
l'or the nine months period ended 30 September 2017 (continued) 

~~ Summary ot' significant accounting policies (continued) 

J.6 Investments in securities (continued) 

3.6.2 Av11ilable for sale (AFS) investment-, (continued) 

The fai r v<a lue of A FS monetary assets denominated in a foreign currency is determined in that foreign 
c.:urrency and translated at the spot rate at the e nd or reporting period. The c hange in fn ir value attributable 
to translation di ffo rcnces that resull from a c hange in amortised cost o f the asset is recognised in profi t or 
loss. and other c hanges are recognised in equity. 

Dividends on AFS equi ty instru ments are recognised in profi t or loss when the Group' s right to receive the 
dividends is establ ished. 

3.7 Investment properties 

In vestme nt properties comprise completed properties wh ich are held to earn renta ls and/or for capital 
:tppreciation and properties under development which are propert ies being constructed or developed for 
futu re use as an investment properly. 

In vestment property is measured initially al cost including transaction costs and for prope1ties under 
developme nt all direct costs attributable to the design and construction includ ing re lated staff costs. 
Subsequen t to initial recognition , investment property is measured at fa ir value. Ga ins or losses aris ing from 
changes in the fair value of investment prope1ty are included in the profi t or loss in the period in which they 
arise. 

Upon completion of construction or development, a property is transferred from properties under 
development to completed properties. 

4 Investment properties 

Investment properties represent the fair value of plots of lands with a total value of AED 154. l million 
(31 Decembcr201 6: AED 154.9 million) and buildi ngs with a value of AED 160.4 million (31 December 
20 16: AED 167.9 mlllion) owned by the Group in Abu Dhabi, Al Ain and Mussaffah. 

T he fair val ue of the investment prope rties as of 30 June 2017 has been arrived at on the basis of independent 
valuations carried out by two valuers that are not mlated to !he Group. The valuers are members of the 
Royal Inst itute of Surveyors, and have appropriate qualifications and recent experience in the valuation of 
properties in the re levant locations. Ma nageme nt believes that there is no major change in the key 
assumptions used in the valuations performed as at 30 .J une 2017 and accordingly, there is no materia l 
change in the fair value of !he in vestment prope11 ies as at 30 Septe mber 20 17 compared to 30 June 2017. 

The fai r values of plots of land were arrived at by reference to market comparable approach, whereas for 
buildings the fai r value was arrived at by combination of market comparable approach and income 
capitalisation approach. In estimating the fai r value of the propert ies, the highest and best use of the property 
is considered a <; their current use. T he inputs used in the vuluation are not based on observable market data 
and thus the valuation rechni ques were considered to be Le vel 3 valuation. 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 September 2017 (continued) 

..a Investment properties (continued) 

A building with a carrying value of AED 141.9 million (31 December 2016: AED 148.95 million) is 
mortgaged in favou r of Pi rst Abu Dhabi Bank agai nst the bank loan (note 16). 

Included within investment properties are two plots o f land with a carrying value of AED 87.3 million 
(31 December 201 6: AED 87.3 million) for which the titles were noc Lransfcrred to the name of the Group, 
pending the settlement of the last installments which arc linked to the completion of the development works 
on these plots. 

Also included in the investment properties is a plot of land valued a t AED 9 .1 million (31 December 2016: 
AED 9. I mi Ilion) registered in the name of previous directors who assigned full benefic ial rights of the plot 
to the Gro up. 

The property rental income earned hy the Group fro m its in vestmen t prope rties, part of which is leased out 
under operating leases and the direct opernti ng expenses arising on the in vestment properties are as follows: 

Rental income 
Direct operating expenses 

Net income from investment properties 

5 Investments in securities 

AFS investments 
Quoted UAE equity securities 
Unquoted UAE equity securities 

3 months eaded 30 September 9 months ended 30 September 
2017 
AED 

(unaudited) 

2,724,117 
(489,963) 

2,234,154 

201 6 2017 
AED AED 

(unaudited) (unaudited) 

2,842,004 8,507,156 
(5 17,708) ( 1,152,771) 

2.324.296 7,354,385 

30 Sep tern ber 
2017 

(unaudited) 
AED 

10,714,171 
48,796,113 

59,510,284 

2016 
AED 

(unaudited) 

8,829,998 
(992,7 16) 

7.837 ,W2 

31 December 
201 6 

(audited) 
AED 

1 t ,034,788 
53,90 1,245 

64,936,033 
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Notes to the condensed consolidated financial statements 
for the nine months period ended 30 Septemher 2017 (continued) 

5 Investments in securities (continued) 

Investments designated at FVTPL 
Quoted UAE securities 
Unquoted UAE equity securities 
Unquoted foreign equity securities 

The movement in the investments in securities is as follows: 

AFS investments 
Fair value at I January 
Decrease in fair value taken to other comprehensive income 

Fair value at the end of the reporting period/year 

lnvestmenl1t at FVTPL 
Fa ir value al I January 
Proceeds from disposal 
Realised lo!ls on disposal 
Decrease in fair value taken to profit or loss 

Fair value at the end of the reporting period/year 

The geographical distribution of investments is as follows: 

Within UAE 
Outside UAE 

30 September 
2017 

(unaudited) 
AED 

100,580,770 
487,500 

4,657,791 

I 05, 726,06 l 

30 September 
2017 

(unaudited) 
AED 

64,936,033 
(5,425,749) 

59,510,284 

168,466,719 
(15,915,802) 

(2,021 ,860) 
( 44,802,996) 

105,726,061 

160,578,554 
4,657,791 

165,236,345 

22 

31 December 
2016 

(audited) 
AED 

122,780,074 
487,500 

45,199,145 

168,466, 719 

3J Dece mber 
20 16 

(audited) 
A.ED 

75,803,618 
( 10,867,585) 

64,936,033 

187,250,824 

( 18, 784, I 05) 

I 68,466, 7 I 9 

J88.2m.601 
45, 199, 145 

233,402, 752 
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Notes to the condensed consolidated financial statemenl'i 
for the nine months period ended 30 September 2017 (continued) 

S Investments in securities (continued) 

T he G roup' s investme nts inc lude: 

• An investment in Sanad Cooperative fnsurance Company ("Sanad"), classified as "fair value through 
profi t or loss,. (FVT PL) amounting to AED 4.1 million (31 Dece mber 201 6: AED 45 million). Sanad's 
shares have hcen dcl isted on 11 May 20 17. fo llowing suspension of trading of these shares on the stock 
exchange si nce September 20 14. The value recorded as of 30 September 2017 in the condensed 
consolidated fi nancia l sta tements is based on Sanad ' s net asset value using 31 December 2016 fi nancial 
information (on which the exlernal auditor included a disclaimer of opinion) with a 20% marketability 
discount appl ied by the ex ternal valuer. 

• Investments classified as "available-for-sale" (AFS) which are measured at their fair value or 
AED 43.64 million, whic h is based on 2016 financial information as cuITent informati on i.s absent. 

6 S tatutory deposit 

In accordance with the ret1uirements of UAE f ederal Law No.6/2007 covering insurance compan ies 
and agencies, the Company maintai ns a bank depos it of AED I 0,000,000 (3 l December 20 16: 
AED I 0 ,000.000) which cannot be utilised without the consent of the UAE Insurance A uthority. 

7 Technical provisions 

Gross technical reserves 
Unearned premiums reserve 
Clai ms under settlement reserve 
Claims incurred but not reported reserve 
Unallocated loss adjust me nt expense reserve 
Unexpired risk reserve 

Reinsurance share of technical l'eserves 
Unearned premiums reserve 
Claims under settlement reserve 
Claims incurred but not reported reserve 
Unexpired risk reserve 

30 September 
2017 

(una udited) 
AED 

68,609,491 
88,950,496 
37,081,014 

2,446,688 
14,812,171 

211,899,860 

20,310,733 
64,712,537 
13,404,538 

747,177 

99,174,985 

31 Decemher 
2016 

(audited) 
AED 

10 1,240,344 
122,076,612 
33.664,673 
2,830,06 1 

11 ,873,773 

27 1,685,463 

19,774,489 
85,44'.\079 
12,382,930 
3,842,975 

12 1,443,473 
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7 Technical provisions (continued) 

Net technical reserves 
Unearned premiums reserve 
C laims repo1ted unsettled reserve 
Claims incurred hut not reported reserve 
Unallocated Joss adjustment expense reserve 
Unexpired risk reserve 

8 Insurance receivables 

Due from policyholders 
Due from agents, brokers and intermediaries 
Due from reinsurance companies 

Less: provision for impairment of receivables 

30 September 
2017 

(unaudited) 
AED 

48,298,758 
24,237,959 
23,676,476 
2,446,688 

14,064,994 

112, 724,875 

30 September 
2017 

(unaudited) 
AED 

66,861,455 
15,944,131 
25,180,872 

107,986,458 

( • 8, 104,488) 

89,881,970 

24 

31 Decemh~r 

2016 
( aud i te<l ) 

AED 

8 1,465,855 
36,633.533 
21,281 ,743 

2,830,061 
8,030.798 

150,241,990 

31 Deccmher 
2016 

(audited ) 
AED 

61 ,959,772 
35,247,662 
20, 173,491 

117,380,925 

( 17,834,871) 

99,546,054 

Due from pol icyholders include an amount of AED 2.8 mi llion (3 1 December 20 16: AED 2.6 million) 
receivable from related parties (note 19). 

As at 30 September 201 7, insurance receivables with a c:mying value of AED 18. 1 million (31 December 
20 16: AED t 7.8 million) were impaired and fully provided. 
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8 Insurance receivables (continued) 

The movement in a llowunce for impairment loss in respect of receivables is as follows: 

At the beginning of the period/year 
Provision for the period/year 
Release of provision 

At the end of the period/year 

9 Other receivables and prepayments 

Deposits and other receivables 
Less: provision for impairment of other receivables 

Rent receivables 
Prepaymentc; 

30 September 
2017 

(unaudited) 
AED 

17,834,871 
723,449 

(453,832) 

18,104,488 

30 September 
2017 

(unaudited) 
AED 

14,331,813 
(8,138,452) 

6,193,361 

3,763,325 
2,443,255 

12,399,941 

25 

31 December 
2016 

(audikd) 
AED 

16,576,725 
1,928,056 
(669,910) 

17,834,871 

31 Dece mber 
20 16 

(audited) 
AED 

15.457,295 
(8, 138,452) 

7,318,843 

6,666,830 
l,705,711 

15,691,384 

Deposits and other receivab les include an amount of AED 1.2 million {3 1 December 2016: AED 2.3 
million) relating to security deposit for tender bonds. 
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JO Cash and cash equivalents 
9 months ended 30 Septem he r 

Term deposits 
Ca.l\h and bank balances 
Less: Term deposits with ori ginal maturity of more than three months 

Cash and ca:sh equivalents 

11 Share capital 

Authorised: 
420,000,000 shares of AED l each 

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

12 Legal reserve 

2017 2016 
(unaudited} 

AED 

t ,858,633 
10,938,947 
(l ,858,663) 

10,938,947 

30 September 
2017 

(unaudited) 
AED 

420,000,000 

420,000,000 

( u 11 nmli ti;<.l) 

AED 

1,829.807 
I 01,~ 22,509 
( 1,829,807) 

I 0 I ,822,509 

31 Decemher 
2016 

(au di tt:<l) 

AED 

420,000,000 

420,000,000 

In accordance with the UAE Federal Law number (2) or 20 15 concerning Commercial Companies and the 
Cornp:rny's Articles of Association. 10% of profit is to be tr;.rnsferred to a non-distributable legal reserve 
until the balance of the legal reserve equals 50% or the Company's paid up share capital. This reserve is not 
available for dividend distribution. 

13 Regulatory reserve 

In accordance with Article 57 of the Company's Articles of Association, !0% of the Company' s annual 
profit is transferred to the regulatory reserve. This reserve may be used for such purposes as the Directors 
deem fit. 

During the prior year, the Board of Directors of the Company resolved to transfer the regulatory reserve to 
reduce the accumulated losses. The Shareholders approved this transfer in their meeting held on 21 April 
20 16. 
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l4 Insurance payables 

Payable to policyholders 
Payable to insurance companies 
Payable to brokers/agents 

15 Other payables 

Dividends payable 
Accruals and other payables 

16 Bank borrowings 

As at. 30 Se(?tember 20 17 (unaudited} 
Te rm loan I 
Term loan 2 

As at 31 December 20 16 (audited) 
Term loan l 
Term Joan 2 

Current 
AED 

25,000,000 
81 ,084 

25,081 ,084 

20,000,000 
81,084 

20,081 ,084 

30 Sep tern ber 
2017 

(unaudited) 
AED 

63,818,900 
22,976,052 
18,801,242 

l 05,596, 194 

30 September 
2017 

(unaudited) 
AED 

18,038,088 
15,779,787 

33,817,875 

Non-current 
AED 

169,940,000 
13,505 

169,953,505 

184,940,000 
74,32 1 

185,01 4,32 1 

27 

3 1 Decemher 
20 16 

(audited) 
AED 

36,389,075 
26,387.727 
21,035,857 

83,81 2,659 

31 Decemher 
2016 

(audited) 
AED 

18,041,263 
14,412,930 

32,454,193 

Total 
AED 

194,940,000 
94,589 

195,034,589 

204,940,000 
155,405 

205 ,095,405 
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16 Bank borrowings (continued) 

Term loan I : 
Term loan I from First Abu Dhabi Bank represents a restructured agreement with the Bank to restructure 
the Group's previous loun to a total amount of AED 227. I million (net of a forgi ven amoun t of ARO 39.4 
million, which is subjel;t to terms and conditions) as full and final settlement of the previous loans. The 
terms of the new loan are as fol lows: 

• Interest rate: 3 months EIBOR + 1.5% per annum (subject to minimum rate of 4.75% per annum); 
• Down payment of AED 22.760 million; 
• bt year payment: AED 20 million (semi-annual payments of AED 10 million); 
• 2nd year till 5th year: AED 120 million (semi - annual payments of AED 15 million); and 
• 6th year: AED 64.94 million (semi - annual payments of AED 32.47 million). 

The above slated forgiven amount of AED 39.4 million is subject 10 the compliance with the payment 
schedule for hoth the principal and incerest amounts. In case of defnult, the forgiven amount will become 
immediately payable 1ogether wi1h all the interest thereon. 

The Group has provided First Abu Dhabi Bank with a primary mortgage over AKIC Tower, classified 
under the investment properties, fair valued at AED 141.9 million (31December2016: AED 149 million). 

Subsequent to the period end, the Group has defaulled in repayment of one of its loan installments. As per 
one of the covenant of the loan agreement the w hole amount or the outstanding loan becomes immediately 
payable along with the previously forgiven amount of AED 39.4 million (plus interest) in the event of 
default of any repayment. As of the date of this report, the Group has bee::n unable to conclude 
renegotiations or obtain replacement financing. Only pa11ial settlement of the past due loan payment 
amouncing to AED 5.7 million has been made as of the date of the issuance of these financial statements. 

Term loan 2: 
Term loan 2 is from a local bank and is repayable in monthly installments of AED 6,757 each up to 
November 20 I 8. The loan carries interest at a rate of 5% per annum. 

17 Net loss from investments 

3 months ended 30 Septemher 9 months ended 30 September 

2017 20 Hi 2017 2016 
(unaudited) (unaudited) (unaudited) (unaudiled) 

AED AED AED AED 

Net foir value loss (lfl investments 
at FVTPL (3,364,553) (I I , 158.()48) ( 44,802,996) (I 3, 152,468) 

Loss from disposal of investments 
at f-VTPL (2,021,860) (2,021,860) 

Dividcn<ls from investments in 
securities 72,382 502.254 6,287,345 12,862.6n 

Interest o n term deposits 8,337 7.669 23,896 22,990 
Other invcslment loss - net (2,271,927) (561 .840) (2,509,631) ( 1.140,809) 

Net lo~s rrom investments (7,577,621) (I I .209,965) (43,023,246) (1,407.614) 
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t8 (Loss)/income from investment properties 

3 months ended JO September 4> months ended 30 September 

Net incnrne from investmtrnt prnpenies (nole 4) 
Net fai r value loss on investment properties 

19 Related partie.~ 

2017 201 6 
(unaudited) 

AED 

2,234,154 

2,234,154 

(unaudited) 
AED 

2,324.296 

2 ,324,296 

2017 2016 
(unaudited) 

AED 

7,354,385 
(8,314,000) 

(959,615) 

(unaudited) 
AED 

7.837.282 
(4,747,()()()) 

3,090.282 

Rt: lated parties comprise the major Shareho lders, Direc tors and key management personnel of the Group 
and those entities in which they have the ability to control or exercise signi ficant influence in financial and 
operation decisions. 

Directors are expected to avoid any action, posi1ion or interest 1hat conflict with an interest of 1he 
Company. Details of all transactions in which a Director and/or re lated par1ies might have actual or 
potential co nflicts are provided to the Board of Directors for their review and approval. When a potentia l 
conflict of interest arises, Directors concerned neither partic ipates in the d iscussions nor exercise any 
infl ue nce o ver other members of the Board . U' a major shureholdcr or a Director has any contlict of interes1s 
with any matter to be conside red by the Board o f Director and the Board o f Directors <letermines that such 
a matter is sign ifi cant, the decision thereon by the Board of Directors shall be made in the presence of nil 
Directors and in the absence of the interested Director's vote. 

Key management personnel are defi ned as those persons having authority and responsibility for plann ing, 
directing and controll ing the activi1ies of the Company, being the directors, managing director and his 
direct rcpor1s. 

The Group maintains signi ficant balances with these related parties which arise from com merci al 
transactions ali follows: 

30 Septemher 31 December 
2017 2016 

(unaudited) (audited) 
AED AED 

Due from po licyholders (note 8) 2,817,767 2,567,1 65 

Other rece ivab les 3,359,041 3,445,941 

Due to policyholders 10,197,458 8,3 15 
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19 !{elated parties (continued) 

During the period. the Group entered into the fo llowing transactions with related pa.ities: 

3 months ended 30 September 9 months ended 30 September 
2017 2016 2017 20 16 

(unaudited) (unaudited) (unaudited) ( unauJ i tcd) 
AED AED AED AED 

Ncl premiums written 150,682 280,995 260,443 6,322.034 

Claims paii.l 4,766,467 6.331,510 7,912,544 6,474.208 

Remuneration of key management personnel 1,918,359 1,820,279 6,258,457 5,917.177 

The remuneration of key management personnel is based on the remuneration agreed in their employment 
contrac;t as approved by the Board of Directors. 

20 Loss for the period 

Loss for the period is arrived after charging the following: 

3 months ended 30 September 9 months ended 30 September 
2017 2016 2017 2016 

(unaudited) (unaudited) (unaudited) (unaudited) 
AED AED AED AED 

Staff costs 5,597,.272 5, 189, 156 18,222,569 17,174,582 

Depreciation on properly and l:!quipment 171,357 126,900 514,358 460,020 

Impairment of capital work in progress 5, 145,91 6 5,145,916 
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21 Basic and diluted loss per share 

Loss per share is calcul ated by di viding the loss for the pe riod over the weighted average number of 
ord inary shares outstanding during the period as follows: 

3 months ended 30 September 9 months ended 30 Septemhcr 
2017 20 16 2017 20 16 

(unaudited) (unaudited) (unaudited) (unaudited) 

Loss for the period (AED) (21,0J 8,283) (I 8,278,2H8) (106,112,837) (44,75 I 5 66) 

Weighted numh~r (If ordinary shares in 
issue throughout the period 420,000,000 420.000,000 420,000,000 420,000,000 

Basic and diluted loss per share (AEO) (0.05) (0.04) (0.25) (0.11) 

As of 30 Septernher 2017 and 2016, the Group has not issued any instruments that have an impact on 
earnings per share when exercised and accord ingly di luted earnings per share are the same as basic earnings 
per share. 

22 Seasonality of result"i 

No income of seasonal nature was rew rded in the statement of profit or loss for the nine months period 
ended 30 September 2017 and 201 6. 

23 Contingent liabilities and commitments 

Commitments 

The Group has a commitment to pay AEO 9.2 million (31 December 20 16: AED 9.2 million) for a flat in a 
property under de ve lopment in Dubai. 

Co11ti11 ge111 /iabilities 

At 30 September 2017, the Group had contingent liabil ities in respect of outstanding letters of guarantee 
issued in the normal course of business, amounting to AED 1.2 million (31 Dece mber 2016: AED 2.3 
mi Ilion). 

Other legal proceedings 

The Group operates in the insurance industry and is subject 10 legal proceed ings in the normal course of 
business. While it is not practicable to forecast or determine the final results of all pending or threatened 
legal proceedings, management does not believe that such proceedings (including litigation) will have a 
material effect on its results and fi nancial position . 
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24 Segment information 

For operating purposes, the Group is organised into two main business segments: 
• Underwri ting of general insurance business - incorporating all classes of general insurance such as; fire. 

marine, motor, general accident and miscellaneous. 

• Investments - Incorporating investments in marketable equity securities. term deposits with ban ks and 
investment properties and other securities. 

Primary segment information - business segment 

The following is an analys is of the Group's revenue and results by operating segment: 

9 months ended 30 Septcmher (unaudited) 
lJ nderwriting Investments Total 

Segment revenue 

Segment result 
Unallocated 

expenses 

Loss for the period 

2017 
AED 

92,675,876 

(57,298,214) 

2016 
AED 

204,911.001 

(24,745,715) 

2017 
AED 

( 43,982,860) 

(43,982,861) 

2016 
AED 

1,682,668 

( 1,857,492) 

2017 
AED 

48,693,016 

(101,281,075) 

(4,831,762) 

(106,112,837) 

The following is an analysis of the Group's assets and liabilities by operating segment: 

~0)6 

AED 

206,593,669 

(26,603,207) 

( 18, 148,359) 

(44,751.566) 

Underwriting Investments Total 
30 September 31 December 30 September 31 December 30 September 31 Dcccrnhcr 

2017 2016 2017 2016 2017 20 l fi 
(unaudited) (audited) (unaudited) (audited) (unaudited) (audited) 

AED AED AED AED AED AED 

Segment assets 205,966,602 247.327.097 491,579,978 568,031.559 697 ,546,580 815,358,656 

Unallocated assets 10,938~47 55.649,026 

Total asseLs 708,485,527 871.007 .682 

Segment liabilities 341,718,956 379.33 1,363 199,415,112 212,783.098 541,134,068 592,114,461 

Unallo<:ated liabilities 18,038,088 18,041 ,264 

Total liabilities 559,172,156 610, 155,725 

There were no trans~1ccions between the business segments during the period. 
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24 Segment information (continued) 

Secondary se~ment information - revenue from underwriting department'> 

The following is an analysis of lh~ Group's revenues (gross written premiums and commission income) 
d assified by major underwriting departments. 

.1 months ended 30 September 9 months ended 30 September 

2tH7 201 6 2017 201 f> 
(unaudited) (unaudited) (unaudited) (unaudited) 

AED AED AED AF.D 

Motor 7,622,819 24.627,962 18,006,887 84.550.491 
Engim:ering 2/)77,385 2,432.069 4,142,248 3,994.438 
Fire and General Accidents 18, 122,571 2 1,290,138 23,067,279 27.450,609 
Mmine and Aviation 442,213 000,1.~0) 1,316,994 990,5 .~9 

Employee Bcnclils, M edical and Personal 
Assurance 28,726,804 17,037,463 46,142,470 ~7,924.924 

57,891,792 65,087.502 92,675,876 204,91 I .00 I 

25 Fair value of financial instruments 

While the Group prepares its consolidated financial statements under the historical cost convention 
mod ifi ed for measurement to fair value of investments carried at fair value a nd investmem properties, in 
the opinion of management, the estimated carrying values and fair values of financial assets and liubilitks, 
that are not carried at fair value in the consolidared financial statements are not materially different, since 
a'\scts and liabilities are either short term in nature or in the case of deposi ts, frequently re priced. 

For financi al reporting purposes, fair value measurements are categorised into Level l. 2 or 3 based on the 
degree to whic h the inputs to the fai r value measurements are observable and the significance of the inputs 
to the fai r value measurement in its e nti rety, whi ch are described as fo llows: 

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the 
entity can access at the measurement date; 

• Level 2 inputs are inputs, other than quoted prices included within Leve l I, that are observable for the 
asset or liability, e ither directly or indirectly; and 

• Level 3 inputs are unobservable inputs for the asset or liability. 
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25 Fair value ot'financial instruments (continued) 

The following table shows the analysis of assets recorded at fair value by level of the fair value hierarchy: 

30 September 2017 (unaudited) 

ASSETS MEASURED AT FAIR VALUE 

At fair 11alue through profit or lo.'ls 
Quoted c4uiLy securities 
UnquoLeJ equity securities 

AFS fina11cial assets 
Quoted equity securities 
Unquoted equity securities 

~I December 2016 (audited) 

ASSETS MEASURED AT FAIR VALUE 

At fair vulue through profit or loss 
Quoted equity securi1.ics 
Unquoted equity sec urities 
Listed hut suspended equity securities 

AFS.financial assets 
Quoted equity securities 
Unquoted equity SlX:uritics 

Level I 
AED 

100,580,770 

100,580,770 

10,714,171 

10,714,171 

Levell 
AEO 

I 22,780,074 

122,780,074 

11 ,m4,788 

11 ,034.788 

Level 2 
AED 

Lcvcl2 
AED 

Level3 
AED 

S,145,791 

5,145,791 

48,796,113 

48,796,113 

Levcl3 
AED 

1,134.095 
44,552.550 

45 .686,645 

53,901.245 

53,901.245 

Total 
AEO 

100.580,770 
5,145,791 

ms, 726,061 

10,714, 171 
48,796,113 

59,510,284 

Total 
AED 

122,780.074 
1,134.095 

44,552,550 

168,466. 719 

I (,(H4.788 
53.901.245 

64,936,033 
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25 Fair value of financial instruments (continued) 

Reconciliation of level 3.fair value measurements 
30 September 31 December 

2017 2016 
(unaudited) (audited) 

AJ<:D AED 

O pening balance 99,587,890 115,728,596 
Tr.insfer out of level 3 (5.530,980) 
Decrease in fai r value ( 45,645,986) ( 10,609,726) 

Closing balance 53,941,904 99,587,890 

During lhe period, there was no transfer from level 1 to level 1 fair value measurement (31 December 2016: 
one transfer). There is no transfer in level 2 fair value measurement (3 1 December 2016: none). 

26 Events subsequent to the reporting period 

Subsequent to the pe riod end, the Group has defaulted in repay ment of one of its loan installments. The 
total amount of the outstanding loan is AED 197 .3 mi Il ion including interest. As per one of the covenants 
of the loan agreement the whole amount of the outstanding loan becomes immediate ly payable alo ng with 
a previously fo rgiven amount of AED 39.4 million (plus interest) in the event of defau lt of any repayment. 
However, the bank has not yet enforced the terms of the agreement as of the date of this repo11. Only partia l 
settlement of the past due loan payment amounting to AED 5.7 million has been made as of the date of 1he 
issuance of these financial statements. 

27 Approval of condensed consolidated financial statements 

The condensed consolidated financiaJ statements were approved and authorised for issue by the Board of 
Directors on 10 January 2018 


