Abu Dhabi National Insurance Company PJSC
and its subsidiary

Consolidated financial statements

31 December 2019

Principal business address:

Abu Dhabi National Insurance Company PISC
P.O. Box: 839

Abu Dhabi

UAE



Abu Dhabi National Insurance Company PJSC

Composition of Board of Directors

Chairman: Sheikh Mohamed Bin Saif Al-Nahyan
Vice Chairman: Sheikh Theyab Bin Tahnoon Al-Nahyan
Members: H.E. Sultan Rashed Al-Dhaheri

Mr. Abdulla Khalaf Al-Otaiba

Mr. Omar Liagat

Mr. Abdulrahman Hamad Al-Mubarak
Mr. Hazza Mohamed Rubayea Al-Mheiri
Mr. Hamoodah Ghanem Bin Hamoodah
Mr. Mohamed Khalaf Al-Otaiba

Chief Executive Officer: Mr. Ahmad Idris
Address: P.O. Box 839
Abu Dhabi

United Arab Emirates

External auditors: KPMG Lower Gulf Limited



Abu Dhabi National Insurance Company P.J.S.C.
Board of Directors’ Statement
For the year ended 31* December 2019

The Board of Directors is pleased to report Abu Dhabi National Insurance Company’s financial results for
the year ended 31* December 2019. ADNIC recorded a robust set of financial metrics which are a testament
to the company’s fundamental strengths and the commitment of its employees.

Reflecting on the year gone by, ADNIC increased its market share achieving a 29% increase in GWP and
growth in both consumer and commercial lines of business. ADNIC’s cost efficiency has increased over
time and its administrative cost to GWP ratio went down to 6.7% in 2019 compared to 7.9% in 2018.
ADNIC will continue to focus on continuously optimising ifs cost base.

Prudent underwriting and cost discipline led to an increase in Net Underwriting Income to AED 393.2
million, an increase of 6.4% compared to 2018. ADNIC’s strong financial position is one of the core factors
that enables it to underwrite more complex risks.

Investment returns in 2019 have been substantially higher and P&L investment income has gone up by
48.3% to AED 142.2 million. The securities portfolio is well diversified by asset class and going forward,
it will be further diversified geographically particularly in risk assets.

In 2019, ADNIC’s Mandatory Convertible Bonds were converted into new shares, increasing capital to
AED 570 million from AED 375 million Total Shareholders’ Equity at the end of 2019 was higher by 9.3%
to AED 2.3 billion compared to AED 2.1 billion in 2018, indicating an extremely strong capital position
and financial strength. Standard & Poors also maintained the rating at A- with a stable outlook. ADNIC
focuses strongly on shareholder value and Return on Equity was 12.9% in 2019 and basic and diluted EPS
was AED 0.50. The board intends to recommend a dividend of 30% (AED 0.30 per share), totaling AED
144.6 million, subject to approval by the shareholders at the annual general meeting.

During 2019, ADNIC continued its commitment of giving back to the local community, through its wide
range of long-standing CSR initiatives and activities across communities and organisations, such as our
partnerships with Al Bayt Mitwahid Association, the UAE Genetic Discases Association and Mohammed
Bin Rashid Al Maktoum Knowledge Foundation. In 2020, we look forward to strengthening our
partnerships and renewing our commitment to foundations and initiatives across the UAE.

Building capabilities for the future is a key strategic imperative. To this end, ADNIC will continue to invest
in digitisation initiatives and new technologies that have multiple strategic and financial spinoffs in future
years. We are confident that this will generate sustainable and higher sharcholder value going forward.

On behalf of the Board of Directors, I would like to extend our sincere gratitude to His Highness Sheikh
Khalifa Bin Zayed Al Nahyan, President of the UAE, His Highness Sheikh Mohammed Bin Rashid Al
Maktoum, UAE Vice President and Prime Minister, and Ruler of Dubai, and His Highness Sheikh
Mohamed Bin Zayed Al Nahyan, Crown Prince of Abu Dhabi and Deputy Supreme Commander of the
UAE Armed Forces, for their continued support.

I would also like to thank our customers, partners and shareholders for their support. We also appreciate
the dedication and hard work of our employees.

—l

Sheikh Mohamed Bin Saif Al-Nahyan
Chairman of the Board




Abu Dhabi National Insurance Company P.J.S.C.
Chief Executive Officer’s Statement
For the year ended 31* December 2019

I hereby present ADNIC’s financial results for the year ended 31* December 2019.

2019 marked another successful year for ADNIC, characterised by strong growth across key lines of
business. This performance is testament to the Company’s unwavering commitment towards sound and
prudent underwriting policies in both the fields of insurance and investments, strength of our customer
service proposition, technical excellence, product and service innovation and commitment to the
community have yielded very good results year after year.

Looking ahead, we remain firmly committed to supporting our customers and employees, and maximising
shareholder returns as well as continuing to give back to the community.

Key Financial Highlights

Gross Written Premiums
For the year 2019, ADNIC’s gross written premiums increased by 29.1% to AED 3.76 billion compared to
AED 2.91 billion for 2018.

Premium Retention
The overall premium retention ratio is 32.1% for the year 2019 compared to 46.1% for 2018.

Net Underwriting Income
For the year 2019, ADNIC’s net underwriting profit increased by 6.4% to AED 393.2 million, against Net
Underwriting Profit of AED 369.5 million for 2018.

General and Administrative Expenses
General and administrative Expenses for 2019 stood at AED 251.1 million compared to AED 229.7 million
for 2018.

Net Technical Profit
Net technical profit for the year 2019 increased by 1.6% to AED 143.7 million against AED 141.4 million
for 2018.

Net Investment Income
ADNIC’s net investment and other income increased by 48.3% to AED 142.2 million for 2019 compared
to AED 95.9 million for 2018.

Net Profit
For the year 2019, net profit increased by 20.7% to AED 284.3 million, compared to net profit of AED
235.6 million for 2018.



Abu Dhabi National Insurance Company P.J.S.C.
Chief Executive Officer’s Statement
For the year ended 31*' December 2019
(Continued)

Appreciation

I would also like to express my appreciation to our customers and shareholders for their support and to our
employees for their exceptional contributions and hard work. We are confident that in 2020 we will continue
to achieve our long-term strategic priorities and continue to support our customers’ evolving needs.

Ahmad Idris
Chief Executive Officer
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KPMG Lower Gulf Limited

Level 19, Nation Tower 2

Abu Dhabi Corniche, UAE

Tel. +971 (2) 401 4800, Fax +971 (2) 632 7612

Independent Auditors’ Report
To the Shareholders of Abu Dhabi National Insurance Company PJSC
Report on the Audit of Consolidated Financial Statements
Opinion

We have audited the consolidated financial statements of Abu Dhabi National Insurance
Company PJSC (the "Company"”) and its subsidiary (the “Group”), which comprise the
consolidated statement of financial position as at 31 December 2019, the consolidated
statements of profit or loss, profit or loss and other comprehensive income, changes in
equity and cash flows for the year then ended, and notes, comprising significant accounting
policies and other explanatory information.

In our opinion, the accompanying consolidated financial statements present fairly, in all
material respects, the consolidated financial position of the Group as at 31 December 2019,
and its consolidated financial performance and its consolidated cash flows for the year then
ended in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our
responsibilities under those standards are further described in the Auditors’ Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with International Ethics Standards Board for
Accountants Code of Ethics for Professional Accountants (IESBA Code) together with the
ethical requirements that are relevant to our audit of the consolidated financial statements
in the United Arab Emirates and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the |IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most
significance in our audit of the consolidated financial statements of the current period.
These matters were addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.
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Abu Dhabi National Insurance Company PJSC and its subsidiary
Independent Auditors’ Report on the Audit of

Consolidated Financial Staterments

31 December 2018

Key audit matters (continued)
1. Valuation of insurance contract liabilities
Refer to notes 5, 7(ii) and 14 to the consolidated financial statements.

Insurance contract liabilities ("liabilities”) comprises of unearned premiums reserve,
outstanding claims reserve, claims incurred but not reported reserve (“IBNR ") and allocated
and unallocated loss adjustment expense reserve. Valuation of these liabilities involves
significant judgement, and requires a number of assumptions to be made that have high
estimation uncertainty. This is particularly the case for those liabilities that are recognised
in respect of claims that have incurred but not reported to the Group. IBNR is calculated by
an independent qualified external actuary for the Group.

Small changes in the assumptions used to value the liabilities, particularly those relating to
the amount and timing of future claims, can lead to a material impact on the valuation of
these liabilities and a corresponding effect on consolidated statement of profit or loss. The
key assumptions that drive the liability calculations include loss ratios, estimates of the
frequency and severity of claims and, where appropriate, the discount rates for longer tail
classes of business.

The valuation of these liabilities depends on accurate data about the volume, amount and
pattern of current and historical claims since they are often used to form expectations about
future claims. If the data used in calculating liabilities, or for forming judgements over key
assumptions, is not complete and accurate then material impacts on the valuation of these
liabilities may arise.

Qur response:
Our audit procedures supported by our actuarial specialists included:

e evaluating and testing of key controls around the claims handling and case reserve
setting processes of the Group. Examining evidence of the operation of controls over
the valuation of individual reserve for outstanding claims and consider if the amounts
recorded in the consolidated financial statements are valued adequately;

» testing the completeness and accuracy of the underlying data used in the estimation
of liabilities;

» obtaining an understanding of and assessing the methodology and key assumptions
applied by management. Independently re-projecting the liabilities balance for certain
classes of business;

e assessing the experience and competence of the Group's actuary and degree of
challenge applied through the reserving process;

e checking sample of reserves for outstanding claims through comparing the estimated
amount of the reserves for outstanding claims to appropriate documentation, such as
reports from loss adjusters; and

s assessing the Group's disclosure in relation to these liabilities including the
appropriateness of the claims development tahle.
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}( ‘ i [ ih Abu Dhabi National Insurance Company PJSC and its subsidiary

Independent Auditors’ Report on the Audit of
Consolidated Financial Statements
31 December 2019

Key audit matters (continued)
2. Insurance balances receivable
Refer to notes 5 and 13 to the consolidated financial statements.

The Group has significant insurance balances receivable against written premium policies.
There is a risk over the recoverability and impairment of these receivables.

The Group has applied the simplified approach permitted by IFRS 9, which requires
expected lifetime losses to be recognised from initial recognition of the insurance balances
receivable. Under the simplified approach the provision combines the historical loss rate
with forward-looking assumptions, along with other factors, into account.

There are a number of significant judgments which are required in measuring the Expected
Credit Losses ('ECL’) under IFRS 9 including:

determining the criteria for a significant increase in credit risk (‘SICR').

e factoring in future economic assumptions.
techniques used to determine the Probability of Default ('PD'), Exposure at Default
('EAD’) and Loss Given Default ('LGD").

Our response;

Our procedure on the recoverability and impairment of insurance balances receivable
included evaluating and testing key controls over the processes designed to record and
monitor insurance receivables:

e testing the ageing of insurance balances receivable to assess if these have been
accurately determined;

* obtaining balance confirmations from the respective counterparties such as
policyholders, insurance companies and brokers:

¢ verifying payments received from such counterparties post year-end;
* obtaining an understanding of the Group's process for estimating the ECL;

* We reviewed the computation of PDs using the flow rate approach for insurance
balances receivable;

e for forward looking information used by the Group, we held discussions with
management and corroborated the information using publicly available information;

e performed a recalculation of the loss rate for different aging buckets; and

* considering the adequacy of provisions for impairment of insurance balances
receivable for significant customers, taking into account specific credit risk
assessments for each customer based on period overdue, existence of any disputes
over the balance outstanding, history of settlement of receivables liabilities with the
same counterparties.
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Abu Dhabi National Insurance Company PJSC and its subsidiary
Independent Auditors’ Report on the Audit of

Consolidated Financial Statements

31 December 2019

Key audit matters (continued)
3. Valuation of investment properties
Refer to notes 5 and 11 to the consolidated financial statements.

The valuation of investment properties is determined through the application of valuation
techniques which often involve the exercise of judgement and the use of assumptions and
estimates. Due to the significance of investment properties and the related estimation
uncertainty, this is considered a key audit matter. investment properties are held at fair
value through profit or loss in the Group's consolidated statement of financial position as at
31 December 2019.

Our response: Our audit procedures supported by our valuation specialists included:

o we assessed the competence, qualification, independence and integrity of the external
valuers and read their terms of engagement with the Group to determine whether there
were any matters that might have affected their objectivity or may have imposed scope
limitations on their work;

e we obtained the external valuation reports for all properties and confirmed that the
valuation approach is in accordance with Royal Institute of Chartered Surveyors' (RICS)
standards and is suitable for use in determining the fair values;

e we carried out procedures to test whether property specific standing data supplied to
the external valuers by management is adequate and reliable; and

e based on the outcome of our evaluation, we determined the adequacy of the disclosure
in the consolidated financial statements.

Other matter

The consolidated financial statements of the Group for the year ended 31 December 2018
were audited by another auditor who expressed an unmodified audit opinion on those
consolidated financial statements for the year ended 31 December 2018 on 12 February
2019.

Other Information

Management is responsible for the other information. The other information comprises the
Directors’ report which we obtained prior to the date of the auditors’ report and we expect
to obtain the remaining sections of the Group’s 2019 Annual Report after the date of our
auditors’ report.

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

In connection with our audit of the consolidated financial statements, our responsibility is
to read the other information identified above and, in doing so, consider whether the other
information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this
regard.
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Abu Dhabi National Insurance Company PJSC and its subsidiary
Independent Auditors’ Report on the Audit of

Consolidated Financial Statements

31 December 2019

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with IFRS and their preparation in compliance with the
applicable provisions of the UAE Federal Law No. (2) of 2015 and UAE Federal Law No. (8)
of 2007, and for such internal control as management determines is necessary to enable
the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for
assessing the Group's ability to continue as a going concern, disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
management either intends to liquidate the Group or to cease operations, or has no realistic
alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial
reporting process.

Auditors” Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditors’ report that includes our opinion. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these consolidated financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Group's internal control.

@ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
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m ' Abu Dhabi National Insurance Company PJSC and its subsidiary

Independent Auditors’ Report on the Audit of
Consolidated Financial Statements
31 December 2019

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
(continued)

e  Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Group's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditors’ report to the related disclosures in
the consolidated financial statements or, if such disclosures are inadequate, to modify
our opinion. Our conclusions are based on the audit evidence obtained up to the date
of our auditors’ report. However, future events or conditions may cause the Group to
cease to continue as a going concern.

e  Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial
statements represent the underlying transactions and events in a manner that
achieves fair presentation.

*  Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities of the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction, supervision and
performance of the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

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

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

Report on Other Legal and Regulatory Requirements
Further, as required by the UAE Federal Law No. (2) of 2015, we report that:

) we have obtained all the information and explanations we considered necessary for the
purposes of our audit;

il the consolidated financial statements have been prepared and comply, in all material
respects, with the applicable provisions of the UAE Federal Law No. (2) of 2015;

i) the Group has maintained proper books of account;
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m Abu Dhabi National Insurance Company PJSC and its subsidiary

independent Auditors’ Report on Audit of
Consolidated Financial Statements for the
year ended 31 December 2018

Report on Other Legal and Regulatory Requirements (continued)

iv) the financial information included in the Directors’ report, in so far as it relates to these
cansolidated financial stataments, is consistent with the books of account of the Group;

v) as disclosed in note 10 to the consolidated financial statements, the Group has
purchased shares during the year ended 31 December 2019;

vi) note 26 to the consolidsted financial statements discloses material related party
transactions and the terms under which they were conducted:

vii} based on the information that has been made available to us, nothing has come to our
attention which causes us to believe that the Group has contravened during the
financial year ended 31 December 2019 any of the applicable provisions of the UAE
Federal Law No. (2) of 2015 or in respect to the Company its Articles of Association,
which would materially affect its activities or its consolidated financial position as at
31 December 2019; and

viil) note 29 to the consolidated financial statements discloses social contributions made
during the year.

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

KPMG Lower Gulf Limited

Emilio Pera

Registration No: 1146

Abu Dhabj, United Arab Emirates
Date: {Jh IL:JEB 2&2[}
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Abu Dhabi National Insurance Company PJSC and its subsidiary

Consolidated statement of financial position
as at 31 December

Assets

Property and equipment

Financial assets at amortised cost

Financial assets at fair value through other comprehensive income
Financial assets at fair value through profit or loss
Investment properties

Statutory deposits

Insurance balances receivable

Reinsurers’ share of unearned premiums reserve

Reinsurers’ share of outstanding claims reserve

Reinsurers’ share of claims incurred but not reported reserve
Prepayments and other receivables

Deposits

Bank balances and cash

Total assets

Equity and liabilities

Equity

Share capital

Share premium

Legal reserve

General reserve

Fair value reserve

Mandatory convertible bonds — equity component
Retained earnings

Total equity

Liabilities

Employees' end of service benefits

Other payables

Mandatory convertible bonds — liability component
Accounts payable

Technical reserves

Unearned premiums reserve

Outstanding claims reserve

Claims incurred but not reported reserve

Allocated and unallocated loss adjustment expenses reserve

Total technical reserves
Total liabilities

Total equity and liabilities

The consolidated financial statements of the Group were authorised forissueand approved by

on 10 February 2020, and signed on their behalf by:

Chairman of the Board of Directors

Note

9
10
10
10
1

tEly
/3
14
14
14
13
12
12

16
20
17
18

20
19

21
22
20
22

14
14
14
14

14

2019 2018
AED?000 AED*000
71,950 71,624
800,872 774,315
1,203,104 1,135,973
325,493 270,218
703,027 709,987
10,000 10,000
962,770 892,649
926,667 739,584
1,634,783 1,296,925
259,317 318,937
112,660 185,417
128,292 507,866
782,073 336,769
7,921,008 7,250,264
570,000 375,000
110,925 -
215,925 187,500
1,000,000 850,000
94,126 85,914

. 305,925

305,361 297,400
2,296,337 2,101,739
30,916 31,600
213,388 311,132
. 27,960
1,128,766 819,743
1,373,070 1,190,435
1,385,236 1,284,135
2,393,205 2,090,512
437,454 537,214
35,706 46,229
4,251,601 3,958,090
5,624,671 5,148,525
7,921,008 7,250,264

Chief Executive Officer -

The notes set out on pages 13 to 58 form an integral part of these consolidated financial statements.

The independent auditors’ report on audit of the consolidated financial statements is set out on pages | to 7.
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Abu Dhabi National Insurance Company PJSC

Consolidated statement of profit or loss
Sor the year ended 31 December

Note
Underwriting income
Gross written premiums 27
Reinsurance share of gross written premiums 27
Net written premiums
Net transfer to unearned premiums reserve 27
Net premiums earned 27
Commissions earned 27
Commissions incurred 27
Gross underwriting income
Gross claims paid 27
Reinsurance share of claims paid 27
Net claims paid 27
Change in outstanding claims reserve
Change in reinsurance share of outstanding claims reserve
Net change in incurred but not reported claims reserve
Net decrease in allocated and unallocated

loss adjustment expenses reserve

Net claims incurred 27
Underwriting income
Other income related to underwriting activities 27
Other expenses related to underwriting activities 27
Net underwriting income
Income from investments, net 23
Income from investment properties (rental income), net 23
Total income
General and administrative expenses 24
Charge for impairment of premiums and insurance receivables 13
Profit for the year 27
Earnings per share:
Basic and diluted earnings per share (AED) 25

The notes set out on pages 13 to 58 form an integral part of these consolidated financial statements.

and its subsidiary

2019 2018
AED’000 AED000
3,755,680 2,909,471
(2,550,674) (1,567,247)
1,205,006 1,342,224
85,983 88,089
1,290,989 1,430,313
239,460 150,913
(154,201) (144,274)
1,376,248 1,436,952
(1,909,469) (1,716,488)
882,458 758,439
(1,027,011) (958,049)
(302,694) (91,166)
337,857 935
40,141 14,223
10,523 5,871
(941,184) (1,028,186)
435,064 408,766
18,468 9,816
(60,385) (49,084)
393,147 369,498
110,334 58,721
31,882 37,157
535,363 465,376
(244,588) (226,705)
(6,525) (3,027)
284,250 235,644

0.50 0.42

The independent auditors’ report on audit of the consolidated financial statements is set out on pages | to 7.



Abu Dhabi National Insurance Company PJSC and its subsidiary

Consolidated statement of profit or loss and other comprehensive income
for the year ended 31 December

2019 2018
Note AED’000 AED000
Profit for the year 284,250 235,644
Other comprehensive income
Items that will not be reclassified subsequently to
statement of profit or loss:
Gain / (loss) on sale of equity investments at fair value
through other comprehensive income 14,636 (2,677)
Changes in fair value of equity investments at fair value
through other comprehensive income 10 (8,376) 9,375
Ttems that are or may be reclassified subsequently to
statement of profit or loss:
Changes in fair value of debt investments at fair value
through other comprehensive income 10 15,860 (16,652)
Impairment loss on debt investments measured at fair value through other
comprehensive income — reclassified to profit or loss 728 -
Directors’ remuneration 19 - (5,800)
Other comprehensive income / (loss) for the year 22,848 (15,754)

Total comprehensive income for the year 307,098 219,890

The notes set out on pages 13 to 58 form an integral part of these consolidated financial statements.

The independent auditors’ report on audit of the consolidated financial statements is set out on pages 1 to 7.
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Abu Dhabi National Insurance Company PJSC and its subsidiary

Consolidated statement of cash flows
Jor the year ended 31 December

2019 2018
Note AED'000 AED000
Cash flows from operating activities
Profit for the year 284,250 235,644
Adjustments for:
Depreciation 9 19,364 13,422
Impairment loss on insurance balances receivable 13 0,525 3,027
Allowance for impairment losses on other financial assets 23,24 2,127 -
Gain on sale of financial assets at fair value through profit or loss 23 - (38)
Gain on sale of financial assets at amortised cost 23 - (143)
Change in fair value of financial assets at fair value through profit or loss 10 (3,689) 6,960
Amortisation expense — net 1 2,267 3,307
Change in fair value of investment properties 11 10,671 32,447
Accretion on mandatory convertible bonds 20 1,290 2,422
Deletion of property and equipment 238 -
Amortisation of transaction cost - mandatory convertible bonds 20 83 183
Provision for employees” end of service benefits 21 4,517 4,200
Net cash generated from operations 327,643 301,431
Changes in:
Insurance balances receivable, prepayments and
other receivables (4,362) (107,565)
Accounts payables 201,298 377,377
Unearned premiums reserve - net (85,982) (88,089)
Gross outstanding claims and IBNR reserves 192,410 82,509
Reinsurance share in outstanding claims and IBNR reserves (278,238) (12,372)
Cash generated from operations 352,769 553,291
Employees’ end of service benefits paid 21 (5,201) (3,519)
Net cash generated from operating activities 347,568 549,772
Cash flows from investing activities
Proceeds from sale of investments 665,964 493,766
Purchase of investments 10 (791,884) (748,947)
Bank deposits withdrawn / (placed) 379,509 (25,936)
Additions to investment properties 1 (3,711) (1,409)
Additions to property and equipment & (9,947) (15,181)
Net cash generated from / (used in) investing activities 239,931 (297,707)
Cash flows from financing activities
Dividends paid 19 (112,500) (93,750)
Directors’ remuncration 24 - (5,800)
Interest paid on mandatory convertible bonds 20 (29,250) (29,250)
Net cash used in financing activities (141,750) (128,800)
Net increase in cash and cash equivalents 445,749 123,265
Cash and cash equivalents at 1 January 336,769 213,504
Cash and cash equivalents at 31 December 12 782,518 336,769

Material non-cash transactions include conversion of mandatory bonds to share capital and recognition / write off of
right of use of assets relating to leased properties under property and equipment.

The notes set out on pages 13 to 58 form an integral part of these consolidated financial statements.

The independent auditors’ report on audit of the consolidated financial statements is set out on pages 1 to 7.
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Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

(@)

()

(c)

(d)

Legal status and activities

Abu Dhabi National Insurance Company PISC (the ‘Company’) is a public joint stock company
registered and incorporated in Abu Dhabi, United Arab Emirates, by Law No. (4) of 1972 as
amended, and is governed by the provisions of the Federal Law No. (6) of 2007 Concerning the
Establishment of the Insurance Authority and Organisation of the Insurance Operations, the Federal
Law No. (2) of 2015 Concerning the Commercial Companies, Insurance Authority Board of
Directors’ Decision No. (25) of 2014 Pertinent to Financial Regulations for Insurance Companies
and Insurance Authority Board of Directors’ Decision No. (23) of 2019 Concerning Instructions
Organizing Reinsurance Operations. The Group’s principal activity is the transaction of insurance
and reinsurance business of all classes and is registered with the Insurance Companies Register of
Insurance Authority of UAE under registration No. 001. The registered office of the Group is
Khalifa Street, ADNIC Building, P. O. Box 839, Abu Dhabi, UAE.

Basis of preparation
Statement of compliance

The consolidated financial statements have been prepared in accordance with International
Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board
(IASB) and comply with applicable requirements of the Federal Law No. (6) of 2007 Concerning
the Establishment of the Insurance Authority & Organisation of the Insurance Operations, the
Federal Law No. (2) of 2015 Concerning the Commercial Companies, Insurance Authority Board
of Directors’ Decision No. (25) of 2014 Pertinent to Financial Regulations for Insurance Companies
and Insurance Authority’s Board of Directors Decision No. (23) of 2019 Concerning Instructions
Organizing Reinsurance Operations.

Basis of measurement

The consolidated financial statements have been prepared under the historical cost convention
except for investment properties, financial assets at fair value through profit or loss and financial
assets at fair value through other comprehensive income which are carried at fair values.

Functional and reporting currency

These consolidated financial statements are presented in United Arab Emirates Dirhams (“AED”),
which is the Group’s functional currency. All amounts have been rounded to the nearest thousand,
unless otherwise indicated.

Use of judgments and estimates

In preparing these financial statements, management has made judgments and estimates that affect
the application of accounting policies and the reported amounts of assets and liabilities, income and
expense. Actual results may differ from these estimates.

The significant judgements made by management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were the same as those described in the annual
consolidated financial statements for the year ended 31 December 2018, except for new significant
judgments and key sources of estimation uncertainty related to the application of IFRS 16, which
are described in note 4 below.



Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

2

(d)
(i)

Basis of preparation (continued)
Use of estimates and judgment (continued)
Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the
reporting date, that have a significant risk of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are discussed below:

Provision for incurred but not reported claims (IBNR)

Considerable judgment by management is required in the estimation of amounts due to contract
holders arising from claims under insurance contracts and for the expected ultimate cost of claims
incurred but not yet reported (IBNR) at the statement of financial position date. Such estimates are
made using a range of standard actuarial claim projection techniques, based on empirical data and
current assumptions that may include a margin for adverse deviation and actual results may differ
from management’s estimates resulting in future changes in estimated liabilities. Claims requiring
court or arbitration decisions are estimated individually. Management reviews its provisions for
claims incurred on a periodic basis. The carrying value at the reporting date of IBNR reserve (net
of related reinsurance receivable) is AED 178.1 million (37 December 2018: AED 218.3 million).

Provision for outstanding claims

Provision for outstanding claims include provision for ALAE and ULAE reserves. Considerable
judgement by management is required in the estimation of amounts due to contract holders arising
from claims made under insurance contracts. Such estimates are necessarily based on significant
assumptions about several factors involving varying, and possible significant, degrees of judgement
and uncertainty and actual results may differ from management’s estimates resulting in future
changes in estimated liabilities. The Group generally estimates its claims based on previous
experience and / or loss adjustor reports. Claims requiring court or arbitration decisions are
estimated individually. Independent loss adjusters along with the Group’s internal legal counsel
normally estimate such claims. The carrying value at the reporting date of provision for outstanding
claims (net of related reinsurance assets including ALAE/ULAE reserves) is AED 794.1 million
(31 December 2018: AED 839.8 million).

Measurement of the expected credit losses allowance

Assessment of whether credit risk on the financial asset has increased significantly since initial
recognition and incorporation of forward-looking information in the measurement of Expected
Credit Losses ("ECL") requires the use of complex models and significant assumptions about future
economic conditions and credit behaviour. The Group considers a financial asset to be in default
when the borrower is unlikely to pay its credit obligations to the Group in full, without recourse by
the Group to actions such as realising security (if any is held).

A number of factors are also considered in applying the accounting requirements for measuring
ECL, such as:

° determining the criteria for significant increase in credit risk;

° determining the criteria and definition of default;

° choosing appropriate models and assumptions for the measurement of ECL; and
° establishing groups of similar financial assets for the purposes of measuring ECL.



Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

2

Basis of preparation (continued)

(d) Use of estimates and judgment (continued)

(i) Estimation uncertainty (continued)

Measurement of the expected credit losses allowance (continued)

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

Fair value of investment properties

The fair value of investment properties is determined by independent real estate valuation
consultants based on discounted cash flow (DCF) and investment method of valuation. The
investment method analyses potential rental income from the property and deducts the expenses
incurred in the operation of the asset. The net rental income is then capitalised at market standards
to arrive at fair value. The DCF method calculates the present value of net cashflows.

Such valuations are based on certain assumptions, which are subject to uncertainty and might
materially differ from the actual values realised. The change in fair value recognised in the
consolidated statement of profit or loss for the year was a decrease of AED 10,671 thousand
(31 December 2018: decrease of AED 32,447 thousand).

Other estimate
Provision for unearned premium reserve, premium deficiency reserve and unexpired risk reserve

Unearned premium reserves include premium deficiency reserve (PDR) and unexpired risk reserve
(URR) which are estimated using a range of standard actuarial claim projection techniques, based
on empirical data and current assumptions that may include a margin for adverse deviation. The
carrying value at the reporting date of UPR, PDR and URR reserve (net of related reinsurance asset)
is AED 458.6 million (37 December 2018: AED 544.6 million).

(ii) Judgments

In the process of applying the Group’s accounting policies, management has made the following
judgements, apart from those involving estimations, which have the most significant effect in the
amounts recognised in the consolidated financial statements.

Classification of investments

Management decides on acquisition of an investment whether it should be classified as investments
carried at fair value or amortised cost on the basis of both:

(a) its business model for managing the financial assets; and

(b) the contractual cash flow characteristics of the financial asset.

For equity investments carried at fair value, management decides whether it should be classified as
financial assets carried at fair value through other comprehensive income or fair value through profit
or loss.



Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

2 Basis of preparation (continued)
(d) Use of estimates and judgment (continued)
(ii) Judgements (continued)
Classification of investments (continued)

Investments in equity instruments are classified and measured at fair value through profit or loss
("FVTPL") except if the equity investment is not held for trading and is designated by the Company
at fair value through other comprehensive income ("FVOCI").

Further, even if the asset meets the amortised cost criteria the Company may choose at initial
recognition to designate the financial asset as at FVTPL if doing so eliminates or significantly
reduces an accounting mismatch.

For debt securities acquired to match its business model of development of the line of business, the
Company classifies these investments as financial assets at fair value through other comprehensive
income.

Fair value of financial instruments

Where the fair value of financial assets and financial liabilities recorded in the consolidated
statement of financial position cannot be derived from active markets, their fair value is determined
using valuation techniques including the discounted cash flow model. The inputs to these models
are taken from observable markets where possible, but where this is not feasible, a degree of
judgement is required in establishing fair values. The judgements include considerations of inputs
such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could
affect the reported fair value of financial instruments.

3 Basis of consolidation

The consolidated financial statements comprise the financial results of the Company and its

subsidiary:
Country of
Subsidiary Principal activity incorporation Ownership
Other activities
ADNIC International Limited* auxiliary to insurance United Kingdom 100%

* The Company incorporated a wholly owned subsidiary on 3 July 2017 named ADNIC
International Limited to operate as a representative office of the Company in London, England.

The subsidiary is fully consolidated from the date on which control is transferred to the Group.
Control is achieved when the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those returns through its power over the
investee.

The financial statements of the subsidiary is prepared for the same reporting year as the Group,
using consistent accounting policies.

Intra-group balances and transactions, and any unrealised gains / losses arising from intra-group
transactions, are eliminated in preparing the Group’s consolidated financial statements.
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Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

4

Changes in accounting policies

The Group 1initially applied IFRS 16 ‘Leases’ from 1 January 2019. A number of other new
standards are also effective from 1 January 2019, but they do not have a material effect on the
Group’s financial statements.

IFRS 16 Leases (effective 1 January 2019)

IFRS 16 introduces significant changes to lessee accounting. It removes the distinction between
operating and finance leases under IAS 17 and requires a lessee to recognise a right-of-use asset
and a lease liability at lease commencement for all leases, except for short term leases and leases of
low value assets.

The Group applied IFRS 16 using the modified retrospective approach, under which the cumulative
effect of initial application is recognised in retained earnings at 1 January 2019. Accordingly, the
comparative information presented for 2018 is not restated — i.e. it is presented, as previously
reported, under IAS 17 and related interpretations. The details of the changes in accounting policies
are disclosed below. Additionally, the disclosure requirements in IFRS 16 have not generally been
applied to comparative information.

(a) Definition of a lease

Previously, the Group determined at contract inception whether an arrangement was or contained a
lease under [FRIC 4 Determining whether an Arrangement contains a Lease. The Group now
assesses whether a contract 1s or contains a lease based on the definition of a lease, under IFRS 16.

On transition to IFRS 16, the Group elected to apply the practical expedient to grandfather the
assessment of which transactions are leases. The Group applied IFRS 16 only to contracts that were
previously identified as leases. Contracts that were not identified as leases under IAS 17 and [FRIC
4 were not reassessed for whether there is a lease under IFRS 16. Therefore, the definition of a lease
under IFRS 16 was applied only to contracts entered into or changed on or after 1 January 2019.

(b) As a lessee

As a lessee, the Group leases properties. The Group previously classified leases as operating or
finance leases based on its assessment of whether the lease transferred significantly all of the risks
and rewards incidental to ownership of the underlying asset to the Group. Under IFRS 16, the Group
recognises right-of-use assets and lease liabilities for most of these leases — i.e. these leases are
on-balance sheet.

At commencement or on modification of a contract that contains a lease component, the Group
allocates the consideration in the contract to each lease component on the basis of its relative
stand-alone price.

(i) Leases classified as operating leases under [AS 17
Previously, the Group classified property leases as operating leases under IAS 17. On transition,

for these leases, lease liabilities were measured at the present value of the remaining lease payments,
discounted at the Group's incremental borrowing rate as at | January 2019 (see note 4 (d)).



Abu Dhabi National Insurance Company PJSC and its subsidiary

Notes to the consolidated financial statements

4

Changes in accounting policies (continued)

IFRS 16 Leases (continued)

(b) As alessee (continued)

(i) Leases classified as operating leases under IAS 17 (continued)
Right-of-use assets are measured at either:

e their carrying amount as if IFRS 16 had been applied since the commencement date, discounted
using the Group’s incremental borrowing rate at the date of initial application: the Group
applied this approach to its largest property lease; or

e an amount equal to the lease liability, adjusted by the amount of any prepaid or accrued lease
payments: the Group applied this approach to all other leases.

The Group has tested its right-of-use assets for impairment on the date of transition and has
concluded that there is no indication that the right-of-use assets are impaired.

The Group used a number of practical expedients when applying IFRS 16 to leases previously
classified as operating leases under IAS 17. In particular, the Group:

e did not recognise right-of-use assets and liabilities for leases for which the lease term ends
within 12 months of the date of initial application;

e did not recognise right-of-use assets and liabilities for leases of low value assets (e.g. IT
equipment);

e excluded initial direct costs from the measurement of the right-of-use asset at the date of initial
application; and

e used hindsight when determining the lease term.
(ii) Leases classified as finance leases under IAS 17

The Group does not hold leases which were classified as finance leases under IAS 17 as at 1 January
2019 and 31 December 2019.

(c) As alessor

The Group leases out its investment property. The Group has classified these leases as operating
leases.

The Group is not required to make any adjustments on transition to IFRS 16 for leases in which it
acts as a lessor, except for a sub-lease. The Group does not sub-lease its properties.

The Group has applied IFRS 15 Revenue from Contracts with Customers to allocate consideration
in the contract to each lease and non-lease component.

(d) Impact on consolidated financial statements
As a result of initially applying IFRS 16, in relation to the leases that were previously classified as

operating leases, the Group recognised AED 13,294 thousand of right-of-use assets (included in
property and equipment) and AED 13,294 thousand of lease liabilities as of 1 January 2019.






