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Board of Directors’ Report

Dear Shareholders,

On behalf of the Board of Directors of Union Insurance Company P.1.S.C. we have the pleasure in
presenting our Report on the performance of the Company along with the Audlted Financial
Statements for the year ended 31% December 2021.

The Company registered another successful year of Underwriting performance during 2021 despite
continued challenges faced by the local insurers and global economy due continuing outbreak of
the COVID 19 pandemic for the second year, The Company took several timely measures to mitigate
the effects of the pandemic which resulted in successfully sustaining the business and improving
the premium during the year 2021.

Notable events/achievements during the year were:

¢ The Company registered a Gross Premium of AED 900 million in 2021 as against Premium of
AED 868 million during 2020.

® The Company continues to carry technical provisions as recommended by the Actuary in
compliance with the Insurance Authority regulations.

e The Company’s Financial Strength Rating of B+ {Good) and Issuer Credit Rating of (BBB-} was
affirmed by the International Credit Rating Agency A. M. Best. According to AM Best’s Press
Release on 09'" December 2021 — “these ratings reflect Union’s Balance Sheet strength, which
A.M. Best categorises as strong, as well as its adequate operating performance, limited business
profile and appropriate enterprise risk management”.

* During the year 2021, the new Board of Directors, elected on 08-06-2021 discovered the non
existence of real estate investments amounting to AED 73 million that were registered in the
Company's books and included in its financial statements issued in the year 2020 (before
restated). The Company has submitted an initial solvency recovery plan on 11 November 2021
detailing the proposed course of action. The CBUAE has vide its communication dated 13
January 2022 gave the company time till 30 September 2022 towards the restoration of
solvency.

The Company, as part of its submitted action plan, divested the concentrated equity position
on one investment during November 2021. This has resulted in reducing the solvency deficiency
by 94%. The solvency deficit as at 31 December 2021 stands at AED (2.3 million) and the
company is confident of restoring the solvency during the 1st quarter 2022.
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2021 Financial results
® The Underwriting Profit for 2021 amounted to AED 19.4 million (2020: AED 24.7 million).

e The company reported investment profit of AED 5.4 million compared to loss of AED (2)
million for the year 2020.

e The Net Profit for the year 2021 amounted to AED 13.2 million as against the Net Loss of
AED (3.9) million for the year 2019.

e Total Equity of the Company increased to AED 235.4 million in 2021 from AED 222 million
at the end of the 2020 (Restated).

e Total Assets of the Company as at 31.12.2021 is AED 1.998 billion compared to AED 1.626
billion as at the end of 2020.

The new Board of Directors confirms that they will continue to sue some of previous Board
members and one current Board member in relation to fictitious real estate investments (AED 73
million}, as well as suing three former Board members and one current board member to recover
what the previous Board of Directors had previously paid to themselves. - Unjustly - from fees and
allowances (AED 400,000 per member) before their resignation on 11-04-2021.

The Management take this opportunity to thank all the shareholders and customers for their
continued support and also express their sincere appreciation to Company managers and staff for
their dedication and hard work.

For and on behalf of Union Insurance Co. P.J.S.C.

Chairman of the Board

Nasser Rashid Abdulaziz Almoalla

Classification: Public
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Report on the audit of the financial statements

In our opinion, the financial statements present fairly, in all material respects, the financial position of Union
Insurance Company P.J.S.C. (the "Company") as at 31 December 2021, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards.

What we have audited
The Company’s financial statements comprise:

= the statement of financial position as at 31 December 2021:

e the statement of income for the year then ended;

= the statement of comprehensive income for the year then ended:;
= the statement of changes in equity for the year then ended:

« the statement of cash flows for the year then ended; and

= the notes to the financial statements, which include significant accounting policies and other explanatory
information.

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor's responsibilities for the audit of the financial

stafements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Company in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics Standards
Board for Accountants (IESBA Code) and the ethical requirements that are relevant to our audit of the financial
statements in the United Arab Emirates. We have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code.

Overview
Key Audit Matters = Provision for doubtful debts cn insurance and reinsurance receivables
= Valuation of insurance contract liabilities
» Classification and impairment of freehold land
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As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we considered where management made subjective judgements: for
example, in respect of significant accounting estimates that involved making assumptions and considering
future events that are inherently uncertain. As in all of our audits, we also addressed the risk of management
override of internal controls, including among other matters consideration of whether there was evidence of

bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
financial statements as a whole, taking into account the structure of the Company, the accounting processes
and controls, and the industry in which the Company operates.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in our audit

of the financial statements of the current period. These matters were addressed in the context of our audit of
the 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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Provision for doubtful debts on insurance and
reinsurance receivables As part of our audit procedures, we:

As disclosed in note 15 to the financial statements,  obtained and fested the reliability of the aging
the Company's insurance and reinsurance receivables report for the insurance and reinsurance
amounted to AED 352.8 at 31 December 2021 million receivable balances and performed the following:
and the related provision for impairment amounted to - verified the historical provision for bad debts

i~ to actual write offs;
AED 60.8 million as at that date. ! '
- considered adequacy of doubtful debts

provision for significant customers by taking
into account specific credit risk assessments

\We consider the calculation of provision for doubtful
for each customer based on days past due,

debts cn insurance and reinsurance receivables as a

key audit matter because of the significance of the
insurance and reinsurance receivables balance
(representing 18% of the total assets as at 31
December 2021), the related estimation uncertainty of
provision for doubtful debts to the financial statements
and the significance of the judgements used in
applying the requirements of IAS 39 to the
assessment of the adequacy of provision for doubtful

the existence of any disputes over the
balance outstanding, the history of settlement
of receivables and the existence of any
liabilities with the same counterparties which
reduce the net exposure; and

discussed with management and reviewed
correspondence, where relevant, to identify
any disputes and assess whether the bad
debt provisions are appropriately assessed.

debts. e reviewed the Company's provisioning policy and
ensured it is consistently applied period an
period.

» checked the appropriateness of the disclosures
made in relation to the provision for doubtful
debts of insurance and reinsurance receivables
in the financial statements.



I(oy audit matter (contimmd) ;

Valuation of insurance contract liabilities

As disclosed in note 13 to these financial statements,
the Company's gross insurance contract liabilities
amounted to AED 1.1 billion as at 31 December 2021,

Note 13 to these financial statements describes the
elements that make up the insurance contract
liabilities balance of which, following are the most
judgemental elements:

Outstanding claims

Outstanding claims is a material balance within the
financial statements and is also highly judgmental and
can be complex to calculate in certain instances. The
outstanding claims are a best estimate of all claims
incurred but not settled at the reporting date.

Incurred but not reported claims reserves:

This reserve represents the liability for claims
incurred but not reported at the end of the reporting
year which is determined through an internal and
external independent actuarial valuation, considering
the Company's historical loss experience.

Significant assumptions are applied in the valuation
of claims that have been incurred at the reporting
date but have not yet been reported to the Company.
In addition, lines of business where there is a greater
length of time between the initial claim event and the
settlement tend to display greater variability between
initial estimates and final settlement amounts.

Mathematical reserves:
This reserve represents the liability for the life

insurance policies which is determined through an
internal and external independent actuarial valuation,
considering future policy benefits at the end of each
reporting period. It involves complex and subjective
judgements and uncertainty about future events for
which changes in the assumptions can result in a
significant impact to the estimate.

How our audit addressed the Key audit matter

i L

As part of our audit procedures, we:

= understood, evaluated and tested key controls
relating to the outstanding claims reserve setting
process of the Company.

For outstanding claims, we:

* checked on a sample basis the outstanding claims
against supporting documentation, such as loss
adjusters' reports;

* compared on a sample basis the outstanding
claims with the subsequent payments, if settled or
subsequent reserve amounts, if unsettled.

Forincurred but not reported claims reserve and

mathematical reserves, we:

« re-performed reconciliations between the data
used in the actuarial reserving calculations and
the underlying accounting records of the
Company;

e evaluated the competence, objectivity and
independence of the Company's appointed
external actuaries as well as our internal actuarial
experts;

* using our internal actuarial experts, we applied our
industry knowledge and experience and we
compared the methodology, models and
assumptions used against recognised actuarial
practices. In particular we:

- checked whether the data used and checks
applied to it are reasonable and sufficient to
determine the adequacy of the Company’s
actuarial reserves;

- assessed the reasonableness of assumptions
and methods used in the underlying
calculations of the reserves;

- recalculated incurred but not reported claims
reserve on a sample basis for major lines of
business; and

- understood and assessed the reasonableness
of mathematical reserves and performed
recalculation on a sample basis for the
valuation of the mathematical reserves:



Valuation of insurance contract liabilities
(continued)

The valuation of other elements of the Company’s
insurance contract liabilities was also carried out by
the Company's internal actuarial team and reviewed
by independent external actuaries.

We consider the valuation of insurance contract
liabilities a key audit matter because of the complexity
involved in the estimation process and the significant
judgements that management makes in determining
the reasonableness and adequacy of the insurance
contract liabilities.

Classification and impairment of freehold land

As disclosed in note 11 to these financial statements,
the Company’s freehold land is included within
‘Property and equipment’ amounting to AED 59.2
million as at 31 December 2021 and is measured at
cost.

We consider the classification and impairment of
freehold land a key audit matter because of the prior
year adjustment related to the carrying amount of the
freehold land and the absence of valuation performed
in prior years to assess impairment. Classification of
free hold land involves a degree of judgement, in
view of it's ultimate use.

= checked the appropriateness of the disclosures
made in relation to the valuation of insurance
contract liabilities included in the financial
statements.

As a part of our audit procedures, for classification of
freehold land, we:

= reviewed the title deed of the freehold land to
ensure it is held in the Company’s name;

= reviewed the Board of directors resolution
authorising the use of the freehold land for
construction of the Company's head office; and

e discussed with management the status and timing
of the proposed construction project.

For impairment testing of freehold land, we:

= evaluated the competence, objectivity and
independence of the management appointed
valuers:

= evaluated the appropriateness of the valuers’
work by considering the nature and scope of the
instructions pravided to the valuers by the
Company;

* evaluated the completeness and accuracy of
source data used in the calculation of fair value;

= performed an independent check of the prevailing
price of the freehold land from information
available in the public domain; and

 checked the appropriateness of the disclosures
made in relation to the freehold land in the financial

statements.



The Directors are responsible for the other information. The other information comprises the Board of Directors’
report (but does not include the financial statements and our auditor's report thereon).

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

In connection with our audit of the 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
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.

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and their preparation in compliance with the applicable
provisions of the UAE Federal Law No. (2) of 2015, as amended, the UAE Federal Law Na. (6) of 2007, as
amended, and the related Financial Regulations for Insurance Companies issued by the Central Bank of the
United Arab Emirates ("CBUAE") (formerly, the Insurance Authority ("IA") and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error,

In preparing the financial statements, management is responsible for assessing the Company'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 Company or to cease
operations, or has no realistic alternative but to da so.

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

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's 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 the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

 ldentify and assess the risks of material misstatement of the 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 contral relevant te 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 Company'’s internal control.

= Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concemn 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 Company's ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to madify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor's report. However,
future events or canditions may cause the Company to cease to continue as a going concern.

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

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 to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate

threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's 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.
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Further, as required by the UAE Federal Law No. (2) 0f 2015, as amended, we report that:

i)
i)

vii

we have obtained all the information we considered necessary for the purposes of our au dit;

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

the Company has maintained proper books of account;

the financial information included in the Board of Directors’ report is consistent with the books of account
of the Company;

as disclosed in note 4 to the financial statements the Company has purchased and invested in shares
during the year ended 31 December 2021;

note 9 to the financial statements discloses material related party transactions and the terms under which
they were conducted;

based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Company has contravened during the year ended 31 December 2021 any
of the applicable provisions of the UAE Federal Law No. (2) of 2015, as amended, or in respect of the
Company, its Articles of Association which would materially affect its activities or its financial position as
at 31 December 2021; and

viii) note 24 to the financial statements discloses the social contributions made during the year ended 31

December 2021.

Further, as required by the UAE Federal Law No. (6) of 2007, as amended, and the related Financial Regulations
for Insurance Companies issued by the CBUAE {formerly, the IA), we have obtained all the required information
and explanations we considered necessary for the purpose of our audit.

PricewaterhouseCoopers
28 March 2022

Murad Alnsour
Registered Auditor Number 1301
Place: Dubai, United Arab Emirates
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Board of Directors’ Report

Dear Shareholders,

On behalf of the Board of Directors of Union insurance Company P.J.5.C. we have the pleasure in
presenting our Report on the performance of the Company along with the Audited Financial

Statements for the year ended 31°' December 2021.

The Company registered another successful year of Underwriting performance during 2021 despite
continued challenges faced by the local insurers and global economy due continuing outbreak of
the COVID 19 pandemic for the second year,The Company took several timely measures to mitigate
the effects of the pandemic which resulted in successfully sustaining the business and improving
the premium during the year 2021.

Notable events/achievements during the year were:

s The Company registered a Gross Premium of AED 900 million in 2021 as against Premium of
AED 868 million during 2020.

e The Company continues to carry technical provisions as recommended by the Actuary in
compliance with the Insurance Authority regulations.

e The Company’s Financial Strength Rating of B+ (Good) and Issuer Credit Rating of (BBB-) was
affirmed by the International Credit Rating Agency A. M. Best. According to AM Best's Press
Release on 09'" December 2021 - “these ratings reflect Union’s Balance Sheet strength, which
A.M. Best categorises as strong, as well as its adequate operating performance, limited business
profile and appropriate enterprise risk management”.

e During the year 2021, the new Board of Directors, elected on 08-06-2021 discovered the non
existence of real estate investments amounting to AED 73 million that were registered in the
Company's books and included in its financial statements issued in the year 2020 (before
restated). The Company has submitted an initial solvency recovery plan on 11 November 2021
detailing the proposed course of action. The CBUAE has vide its communication dated 13
January 2022 gave the company time till 30 September 2022 towards the restoration of
solvency.

The Company, as part of its submitted action plan, divested the concentrated equity position
on one investment during November 2021. This has resulted in reducing the solvency deficiency
by 94%. The solvency deficit as at 31 December 2021 stands at AED (2.3 million) and the
company is confident.of restoring the solvency during the 1st quarter 2022.
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2021 Financial results

s The Underwriting Profit for 2021 amounted to AED 19.4 million (2020: AED 24.7 million).

e The company reported investment profit of AED 5.4 million compared to loss of AED (2)
million for the year 2020.

¢ The Net Profit for the year 2021 amounted to AED 13.2 million as against the Net Loss of
AED (3.9) million for the year 2019.

e Total Equity of the Company increased to AED 235.4 million in 2021 from AED 222 million
at the end of the 2020 (Restated).

e Total Assets of the Company as at 31.12.2021 is AED 1.998 billion compared to AED 1.626
billion as at the end of 2020.

The new Board of Directors confirms that they will continue to sue some of previous Board
members and one current Board member in relation te fictitious real estate investments (AED 73
million), as well as suing three former Board members and one current board member to recover
what the previous Board of Directors had previously paid to themselves. - Unjustly - from fees and
allowances (AED 400,000 per member) before their resignation on 11-04-2021.

The Management take this opportunity to thank all the shareholders and customers for their
continued support and also express their sincere appreciation to Company managers and staff for

their dedication and hard work.

For and on behalfl of Union Insurance Co. P.J.S.C.
Chairman of the Board

Nasser Rashid Abdulaziz Almoalla

Classification: Public
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Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C.

Report on the audit of the financial statements

Our opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Union
Insurance Company P.J.S.C. (the "Company”) as at 31 December 2021, and its financial performance and its
cash flows for the year then ended in accordance with International Financial Reporting Standards.

What we have audited
The Company’s financial statements comprise:

e the statement of financial position as at 31 December 2021;

s the statement of income for the year then ended;

» the statement of comprehensive income for the year then ended;
* the statement of changes in equity for the year then ended;

e the statement of cash flows for the year then ended; and

¢ the notes to the financial statements, which include significant accounting policies and other explanatory
information.

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 Auditor’'s responsibilities for the audit of the financial
statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Company in accordance with the International Code of Ethics for Professional
Accountants (including International Independence Standards) issued by the International Ethics Standards
Board for Accountants (IESBA Code) and the ethical requirements that are relevant to our audit of the financial
statements in the United Arab Emirates. We have fulfilled our other ethical responsibilities in accordance with
these requirements and the IESBA Code.,

Our audit approach
Overview

Provision for doubtful debts on insurance and reinsurance receivables

Key Audit Matters
Valuation of insurance contract liabilities

Classification and impairment of freehold land

L]

han are registered as practising auditors with the UAE Ministry of
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Independent auditor’s report to the shareholders of Union Insurance

Company P.J.S.C. (continued)

Our audit approach (continued)

As part of designing our audit, we determined materiality and assessed the risks of material misstatement in the
financial statements. In particular, we considered where management made subjective judgements; for
example, in respect of significant accounting estimates that involved making assumptions and considering
future events that are inherently uncertain. As in all of our audits, we also addressed the risk of management
override of internal controls, including among other matters consideration of whether there was evidence of
bias that represented a risk of material misstatement due to fraud.

We tailored the scope of our audit in order to perform sufficient work to enable us to provide an opinion on the
financial statements as a whole, taking into account the structure of the Company, the accounting processes
and controls, and the industry in which the Company operates.

Key audit matters

Key audit matters are those matters that, in our professional judgement, were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter

Provision for doubtful debts on insurance and
reinsurance receivables

As disclosed in note 15 to the financial statements,
the Company's insurance and reinsurance receivables
amounted to AED 352.8 at 31 December 2021 million
and the related provision for impairment amounted to
AED 60.8 million as at that date.

We consider the calculation of provision for doubtful
debts on insurance and reinsurance receivables as a
key audit matter because of the significance of the
insurance and reinsurance receivables balance
(representing 18% of the total assets as at 31
December 2021), the related estimation uncertainty of
provision for doubtful debts to the financial statements
and the significance of the judgements used in
applying the requirements of IAS 39 to the
assessment of the adequacy of provision for doubtful
debts.

How our audit addressed the Key audit matter

As part of our audit procedures, we:

e obtained and tested the reliability of the aging
report for the insurance and reinsurance
receivable balances and performed the following:

- verified the historical provision for bad debts
to actual write offs;

- considered adequacy of doubtful debts
provision for significant customers by taking
into account specific credit risk assessments
for each customer based on days past due,
the existence of any disputes over the
balance outstanding, the history of settlement
of receivables and the existence of any
liabilities with the same counterparties which
reduce the net exposure; and

- discussed with management and reviewed
correspondence, where relevant, to identify
any disputes and assess whether the bad
debt provisions are appropriately assessed.

e reviewed the Company’s provisioning policy and
ensured it is consistently applied period on
period.

o checked the appropriateness of the disclosures
made in relation to the provision for doubtful
debts of insurance and reinsurance receivables
in the financial statements.
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Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C. (continued)

Our audit approach (continued)

Key audit matter (continued) How our audit addressed the Key audit matter

(continued)

Valuation of insurance contract liabilities

As disclosed in note 13 to these financial statements, ~ AS part of our audit procedures, we:

the Company's gross insurance contract liabilities e understood, evaluated and tested key controls

amounted to AED 1.1 billion as at 31 December 2021, relating to the outstanding claims reserve setting
process of the Company.

Note 13 to these financial statements describes the

elements that make up the insurance contract

liabilities balance of which, following are the most

judgemental elements:

For outstanding claims, we:

e checked on a sample basis the outstanding claims
against supporting documentation, such as loss
adjusters’ reports;

. : e compared on a sample basis the outstanding
Outstanding claims claims with the subsequent payments, if settled or

Outstanding claims is a material balance within the SubseqUENTTEsEVE BMOUNLS, If nseisd.

financial statements and is also highly judgmental and  £qrincurred but not reported claims reserve and
can be complex to calculate in certain instances. The  mathematical reserves, we:

outstanding claims are a best estimate of all claims o re-performed reconciliations between the data
incurred but not settled at the reporting date. used in the actuarial reserving calculations and
the underlying accounting records of the
Incurred but not reported claims reserves: Company;
e evaluated the competence, objectivity and
This reserve represents the liability for claims independence of the Company's appointed
incurred but not reported at the end of the reporting external actuaries as well as our internal actuarial
year which is determined through an internal and experts;
external independent actuarial valuation, considering e using our internal actuarial experts, we applied our
the Company’s historical loss experience. industry knowledge and experience and we
compared the methodology, models and
Significant assumptions are applied in the valuation assumptions used against recognised actuarial
of claims that have been incurred at the reporting practices. In particular we:
date but have not yet been reported to the Company. - checked whether the data used and checks
In addition, lines of business where there is a greater applied to it are reasonable and sufficient to
length of time between the initial claim event and the determine the adequacy of the Company’s
settlement tend to display greater variability between actuarial reserves;
initial estimates and final settlement amounts. - assessed the reasonableness of assumptions
and methods used in the underlying
Mathematical reserves: calculations of the reserves;
This reserve represents the liability for the life - recalculated incurred but not reported claims
insurance policies which is determined through an reserve on a sample basis for major lines of
internal and external independent actuarial valuation, business; and
considering future policy benefits at the end of each - understood and assessed the reasonableness
reporting period. It involves complex and subjective of mathematical reserves and performed
judgements and uncertainty about future events for recalculation on a sample basis for the
which changes in the assumptions can result in a valuation of the mathematical reserves;

significant impact to the estimate.




B

pwc
Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C. (continued)

Our audit approach (continued)

Key audit matter (continued)

How our audit addressed the Key audit matter
(continued)

Valuation of insurance contract liabilities
(continued)

The valuation of other elements of the Company’s
insurance contract liabilities was also carried out by
the Company's internal actuarial team and reviewed
by independent external actuaries.

We consider the valuation of insurance contract
liabilities a key audit matter because of the complexity
involved in the estimation process and the significant
judgements that management makes in determining
the reasonableness and adequacy of the insurance
contract liabilities.

Classification and impairment of freehold land

As disclosed in note 11 to these financial statements,
the Company'’s freehold land is included within
‘Property and equipment’ amounting to AED 59.2
million as at 31 December 2021 and is measured at
cost.

We consider the classification and impairment of
freehold land a key audit matter because of the prior
year adjustment related to the carrying amount of the
freehold land and the absence of valuation performed
in prior years to assess impairment. Classification of
free hold land involves a degree of judgement, in
view of it's ultimate use.

e checked the appropriateness of the disclosures
made in relation to the valuation of insurance
contract liabilities included in the financial
statements.

As a part of our audit procedures, for classification of
freehold land, we:

e reviewed the title deed of the freehold land to
ensure it is held in the Company's name;

¢ reviewed the Board of directors resolution
authorising the use of the freehold land for
construction of the Company’s head office; and

o discussed with management the status and timing
of the proposed construction project.

For impairment testing of freehold land, we:

¢ evaluated the competence, objectivity and
independence of the management appointed
valuers;

e evaluated the appropriateness of the valuers’
work by considering the nature and scope of the
instructions provided to the valuers by the
Company;

e evaluated the completeness and accuracy of
source data used in the calculation of fair value;

e performed an independent check of the prevailing
price of the freehold land from information
available in the public domain; and

e checked the appropriateness of the disclosures
made in relation to the freehold land in the financial
statements.
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Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C. (continued)

Other information
The Directors are responsible for the other information. The other information comprises the Board of Directors’
report (but does not include the financial statements and our auditor’s report thereon).

Our opinion on the 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 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
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.

Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with International Financial Reporting Standards and their preparation in compliance with the applicable
provisions of the UAE Federal Law No. (2) of 2015, as amended, the UAE Federal Law No. (6) of 2007, as
amended, and the related Financial Regulations for Insurance Companies issued by the Central Bank of the
United Arab Emirates (“CBUAE”) (formerly, the Insurance Authority (“IA”)) and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company'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 Company or to cease
operations, or has no realistic alternative but to do so.

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

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

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

e |dentify and assess the risks of material misstatement of the 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.
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Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C. (continued)

Auditor’'s responsibilities for the audit of the financial statements (continued)

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 Company's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

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 Company’s ability to continue as a going concern. If we conclude that
a material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the 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 auditor's report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

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

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 to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, actions taken to eliminate
threats or safeguards applied.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's 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.
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Independent auditor’s report to the shareholders of Union Insurance
Company P.J.S.C. (continued)

Report on other legal and regulatory requirements

Further, as required by the UAE Federal Law No. (2) of 2015, as amended, we report that:

i)
i)

ii)

iv)
v)
Vi)

vii)

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

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

the Company has maintained proper books of account;

the financial information included in the Board of Directors’ report is consistent with the books of account
of the Company;

as disclosed in note 4 to the financial statements the Company has purchased and invested in shares
during the year ended 31 December 2021;

note 9 to the financial statements discloses material related party transactions and the terms under which
they were conducted,;

based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Company has contravened during the year ended 31 December 2021 any
of the applicable provisions of the UAE Federal Law No. (2) of 2015, as amended, or in respect of the
Company, its Articles of Association which would materially affect its activities or its financial position as
at 31 December 2021: and

viii) note 24 to the financial statements discloses the social contributions made during the year ended 31

December 2021.

Further, as required by the UAE Federal Law No. (6) of 2007, as amended, and the related Financial Regulations
for Insurance Companies issued by the CBUAE (formerly, the IA), we have obtained all the required information
and explanations we considered necessary for the purpose of our audit.

PricewaterhouseCoopers
28 March 2022

—_—

v

Murad Alnsour
Registered Auditor Number 1301
Place: Dubai, United Arab Emirates



Union Insurance Company P.J.S.C.
STATEMENT OF FINANCIAL POSITION

As at
As at 31 As at
31 December December t January
2021 2020 2020
Notes AED 000 AED "000 AED 000
(Restated) {Restated)
ASSETS

Property and equipment 1 70,446 79,921 78,750
Intangible assets 16 14,574 16,761 23,337
Statutory deposit 5 160,000 10,000 10,000
Right-of-use assets 12 637 3.599 7,080
Unit inked assets 4.3 368,887 286,798 192,438
Invesiment securities 4 47,888 113,271 184,961
Reinsurance contract assets 13.4 831,514 488,263 538,808

Bank deposits with original mawrities of more
than three months 6.2 205,965 220,343 136,528
Insurance and other receivables 15 356,202 401,497 473,112
Cash and cash equivalents 6.1 91,581 5,142 2,059
Total assets 1,997,994 1,625,597 1,665,673

LIABILITIES AND EQUITY

L1ABILITIES

Provision for employecs' end of service benetits 23 12,873 10,962 8,618
insurance contract liabilities 13,1 1,105,249 740,417 784,835
Payables to policyholders of unit-linked products 12 368,887 286,798 192,438
Insurance and other payables 17 275.500 364,792 448,588
Bank overdraft 6.1 - 584 3.382
Total liabilities 1,762,509 1,403,553 [,437.861
EQUITY

Share capital 7 330,939 330,939 330,939
Statutory reserve 8.1 16,187 14.865 14,865
Special reserve 8.2 16,187 14.865 14,865
Reinsurance reserve 8.4 4.885 2.266 -
Fair valuc reserve 8.3 156 {(11,274) (10.268)
Accumulated losses (132,569 (129.617) (122.589)
Total equity 235,485 222,044 227,812
TOTAL LIABILITIES AND EQUITY 1,997,994 1,625,597 [,665,673

These financial statements were approved for issue by the Board of Directors on 28 March 2022 and signed on their

belalf by
o e 2 . ﬁ_::;%'-:ﬂ/\
Nasser Rashid Abdulaziz Almoalia Abdel Mutaleb M H M Aljaede
Chairman Chiet Executive Officer

The atached explanitory notes 110 28 form an integral part of these fimancial statements,
1




Union Insurance Company P.J.S.C.

STATEMENT OF INCOME

UNDERWRITING INCOME

Gross written premiums

Reinsurance premiums ceded

Net retained premiums

Net change in unearned premiums, mathematical
reserve and policyholders’ reserve

Net earned premium

Gross commission earned

Total underwriting income

UNDERWRITING EXPENSES

Gross claims incurred

Insurance claims recovered from reinsurers

Net claims incurred

Commission incurred

Administrative expenses

Other operational expenses related to
underwriting activities

Net movement in fair value of investments held for
unit linked products

Total underwriting expenses

UNDERWRITING PROFIT

Interest income

Other investment loss

Net investment income /(loss)

Provision for doubtful debts

Board of directors’ fees

PROFIT/ (LOSS) FOR THE YEAR

Basic and diluted earnings/ (loss) per share (AED)

Notes

21
21

21
21

13.2
13.2
13.2
15.2
18

19

12

20

20

20
15.1

For the year ended 31 December

2021 2020
AED °000 AED ’000
(Restated)

900,083 867,911
(523,839) (496,553)
376,244 371,358
(111,250) (63,495)
264,994 307,863
92,015 77,649
357,009 385,512
(685,140) (336,569)
533,257 206,205
(151,883) (130,364)
(91,062) (105,899)
(90,884) (95,018)
(38,406) (46,732)
34,678 17,263
(337,557) (360,750)
19,452 24,762
6,530 8,054
1,101) (10,106)
5,429 (2,052)
(10,062) (23,271)
(1,600) (3,375)
13,219 (3,936)
0.040 (0.012)

The attached explanatory notes 1 to 28 form an integral part of these financial statements.
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Union Insurance Company P.J.S.C.

STATEMENT OF COMPREHENSIVE INCOME

For the year ended 31 December

Profit / (loss) for the year
Other comprehensive income

Items that will not be reclassified to profit or
loss in subsequent years

Change in fair value of investments held at fair
value through other comprehensive income
Other comprehensive Income / (loss) for the

year
TOTAL COMPREHENSIVE INCOME /
(LOSS) FOR THE YEAR

2021 2020
AED ’000 AED °000
(Restated)
13,219 (3,936)
222 (1,832)
222 (1,832)
13,441 (5,768)

The attached explanatory notes 1 to 28 form an integral part of these financial statements .
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Union Insurance Company P.J.S.C.

STATEMENT OF CHANGES IN EQUITY

Attributable to equity shareholders of the Company

Balance at 1 January 2021 (As previously reported)
Prior period adjustment 1 (Note 27 a)
Prior period adjustment 2 (Note 27 b)

Balance at 1 January 2021 (Restated)

Profit for the year

Change in fair value of investments held at fair value through other
comprehensive income

Total comprehensive (loss) / income for the year

Net realised loss on disposal of investments held at fair value through other
comprehensive income

Transfer to reinsurance reserve

Transfer to statutory reserve

Transfer to special reserve

Balance at 31 December 2021

Balance at 1 January 2020 (As previously reported)
Prior period adjustment 1 (Note 27 a)
Prior period adjustment 2 (Note 27 b)

Balance at 1 January 2020 (Restated)

Loss for the year

Change in fair value of investments held at fair value through other
comprehensive income

Total comprehensive loss for the year

Net realised gain on disposal of investments held at fair value through other
comprehensive income

Transfer to reinsurance reserve

Balance at 31 December 2020 (Restated)

Share  Statutory Special Reinsurance  Fair value Accumulated
capital reserve reserve reserve reserve losses Total equity
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
330,939 14,865 14,865 2,266 (11,274) (34,513) 317,148
- - - - - (72,270) (72,270)
- - - - - (22,834) (22,834)
330,939 14,865 14,865 2,266 (11,274) (129,617) 222,044
- - - - - 13,219 13,219
- - - - 222 - 222
- - - - 222 13,219 13,441
- - - - 11,208 (11,208) -
- . - 2,619 - (2,619) -
- 1,322 - - - (1,322) -
- - 1,322 - - (1,322) -
330,939 16,187 16,187 4,885 156 (132,869) 235,485
330,939 14,865 14,865 - (10,268) (24,560) 325,841
- - - - - (75,195) (75,195)
- - - - - (22,834) (22,834)
330,939 14,865 14,865 - (10,268) (122,589) 227,812
- - - - - (3,936) (3,936)
- - - - (1,832) - (1,832)
- - - - (1,832) (3,936) (5,768)
- - - - 826 (826) -
- - - 2,266 - (2,266) -
330,939 14,865 14,865 2,266 (11,274) (129,617) 222,044

The attached explanatory notes 1 to 28 form an integral part of these financial statements .
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Union Insurance Company P.J.S.C.

STATEMENT OF CASH FLOWS
For the year ended 31 December
2021 2020
Notes AED’000 AED’000
(Restated)
OPERATING ACTIVITIES
Profit / (loss) for the year 13,219 (3,936)
Adjustment for:
Depreciation and amortisation 18 10,868 12,184
Gain on disposal of investments at FVTPL 20 (2,917) (852)
Unrealised loss on investments at FVTPL 20 978 9,805
Provision for doubtful debts 15 10,062 23,271
Interest income 20 (6,530) (8,054)
Write off of capital work in progress 11.2 2,387 -
Dividend income 20 (527) (742)
Gain on sale of property and equipment 27) -
Interest on lease liabilities 22 110 339
Interest on margin trading account - 233
Provision for employees' end of service benefits 23 3,081 3,607
Operating cash flows before payment of employees' end
of service benefits and changes in working capital 30,704 35,855
Changes in workings capital:
Decrease in insurance and other receivables 27,856 48,344
(Increase) /Decrease in reinsurance contract assets (343,249) 50,543
Increase / (Decrease) in insurance contract liabilities 364,832 (44,418)
Decrease in insurance and other payables (83,317) (79,808)
Increase in unit linked assets (82,089) (94,360)
Increase in payables to policyholders of unit-linked products 82,089 94,360
Employees' end of service benefits paid (1,170) (1,263)
Net cash (used in) / generated from operating activities (4,344) 9,253
INVESTING ACTIVITIES
Purchase of property and equipment 1,990 (2,698)
Proceeds from sale of property and equipment 27 -
Purchase of investments held at FVTPL (excluding unit
linked assets) (8,490) (18,183)
Proceeds from disposal of investments held at FVTPL
(excluding unit linked assets) 76,319 61,930
Proceeds from disposal of investments held at FVTOCI 7,092 17,158
Interest received 5,701 6,685
Dividend received 527 742
Maturities of fixed deposits with banks with original
maturities greater than three months 15,207 (82,446)
Net cash generated from / (used in) investing activities 94,393 (16,812)
FINANCING ACTIVITIES
Payment of principal portion of lease liabilities (2,616) (3,988)
Interest paid on lease liabilities (110) (339)
Interest paid on margin trading account - (233)
Net cash used in financing activities (2,726) (4,560)
NET INCREASE / (DECREASE) IN CASH AND CASH
EQUIVALENTS 87,323 (12,119)
Cash and cash equivalents at 1 January 4,558 16,677
CASH AND CASH EQUIVALENTS AT 31 6.1
DECEMBER ’ 91,881 4,558

Non cash items

- During the year ended 31 December 2021, the non cash transaction related to transfer towards addition to intangible
assets and property and equipment from capital work in progress amounting to AED 4,199 thousand and AED 833
thousand respectively (31 December 2020: transfer towards addition to intangible assets and property and equipment
from capital work in progress amounting to AED 52 thousand and AED 172 thousand respectively ).

- During the year ended 31 December 2021, there is transfer on non cash investments amounting to AED

The attached explanatory notes 1 to 28 form an integral part of these financial statements.
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Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021
1 CORPORATE INFORMATION

Union Insurance Company P.J.S.C. (the "Company") is incorporated as a public shareholding company and operates
in the United Arab Emirates under a trade license issued by the Government of Dubai. The Company is registered under
the UAE Federal Law No. (2) of 2015, as amended, relating to commercial companies. The Company is subject to the
regulations of U.A.E. Federal Law No. 6 of 2007, as amended, concerning establishment of the Insurance Authority
and Organisation of its Operations, and is registered with the Insurance Companies Register of the Central Bank of the
UAE (formerly, the UAE Insurance Authority), under registration number 67. The Company's registered corporate
office is at Single Business Tower, Sheikh Zayed Road, P.O. Box 119227, Dubai, United Arab Emirates ("UAE"). The
Company’s ordinary shares are listed on the Abu Dhabi Securities Exchange (“ADX”).

The principal activity of the Company is the writing of insurance of all types including life. The Company operates
through its Head Office in Dubai and branch Offices in Abu Dhabi, Dubai, Sharjah, Ajman and Ras Al Khaimah.

The Company was required, for the year ended 31 December 2021, to be in compliance with the provisions of the UAE
Federal Law No. 2 of 2015, as amended. However, on 20 September 2021, the UAE Federal Decree Law No. 32 of
2021 ("Companies Law") was issued and came into effect on 2 January 2022 which repealed the UAE Federal Law
No. 2 0of 2015. The Company has 12 months from 2 January 2022 to comply with the provisions of the UAE Federal
Decree Law No 32 of 2021.

Federal Decree Law No. (24) of 2020 which amends certain provisions of the U.A.E. Federal Law No. 6 of 2007 on
Establishment of Insurance Authority and Organization of its Operations was issued on 27 September 2020 and the
amendments came into effect on 2 January 2021. Effective 2 January 2021, the Insurance Sector became under the
supervision and authority of the Central Bank of the United Arab Emirates (“CBUAE”).

The financial statements were approved and authorised for issue in accordance with a resolution of the Board of
Directors on 28 March 2022. The Directors of the Company have the power to amend and reissue the financial
statements.

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES
2.1 Basis of preparation

The financial statements are presented in Arab Emirates Dirham (“AED”) and all values are rounded to nearest thousand
(“AED’000) except when otherwise indicated.

The financial statements has been prepared on the historical cost basis except for the financial assets held at fair value
through profit or loss (“FVTPL”), financial assets held at fair value through other comprehensive income (“FVTOCI”),
unit linked assets (excluding cash held for policyholders) which are measured at fair value and the provision for
employees’ end of service benefits which are measured using the projected unit credit method under TAS 19.

The Company presents its statement of financial position broadly in order of liquidity, with a distinction based on
expectations regarding recovery or settlement within twelve months after the reporting date (current) and more than
twelve months after the reporting date (non-current). However, the following balances would generally be classified as
current: cash and cash equivalents and bank overdraft. The following balances would generally be classified as non-
current: property and equipment, right of use assets, intangible assets, unit linked assets and statutory deposits.

The following balances are of mixed nature (including both current and non-current portions): investment securities,
reinsurance contract assets, bank deposits with original maturities of more than three months, insurance and other
receivables, insurance contract liabilities, insurance and other payables, payables to policyholders of unit linked
products and provision for employees’ end of service benefits.
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Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

(continued)
2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.2 Statement of compliance

The financial statements have been prepared in accordance with International Financial Reporting Standards (“IFRS”)
and interpretations issued by the IFRS Interpretations Committee (IFRS IC) applicable to companies reporting under
IFRS and applicable requirements of United Arab Emirates (U.A.E.) Federal Law No. (2) of 2015, as amended, United
Arab Emirates (U.A.E.) Federal Law No. 6 of 2007 on Establishment of Insurance Authority and Organization of its
Operations, as amended, and the UAE Insurance Authority Board of Directors’ Decision No. (25) of 2014 pertinent to
the Financial Regulations for Insurance Companies.

The financial statements comply with IFRS as issued by the International Accounting Standards Board (“IASB”).
2.3 Application of new and revised International Financial Reporting Standards (“IFRS”)
2.3.a  New and revised IFRSs and interpretations applied on the financial statements

The following new and revised IFRSs, which became effective for annual periods beginning on or after 1 January 2021,
have been adopted in these financial statements. The application of these revised IFRSs, except where stated, have not
had any material impact on the amounts reported for the current and prior years.

Amendment to IFRS 16, ‘Leases’ — Covid-19 related rent concessions (Effective date 1 June 2020) - As a result
of the coronavirus (COVID-19) pandemic, rent concessions have been granted to lessees. Such concessions might take
a variety of forms, including payment holidays and deferral of lease payments. On 28 May 2020, the IASB published
an amendment to IFRS 16 that provides an optional practical expedient for lessees from assessing whether a rent
concession related to COVID-19 is a lease modification. Lessees can elect to account for such rent concessions in the
same way as they would if they were not lease modifications. In many cases, this will result in accounting for the
concession as variable lease payments in the period(s) in which the event or condition that triggers the reduced payment
occurs.

Interest Rate Benchmark Reform Phase 2 — Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16

(Effective date 1 January 2021) In August 2020, the IASB made amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and

IFRS 16 to address the issues that arise during the reform of an interest rate benchmark rate, including the replacement

of one benchmark with an alternative one.

The Phase 2 amendments provide the following reliefs:

e When changing the basis for determining contractual cash flows for financial assets and liabilities (including lease
liabilities), the reliefs have the effect that the changes, that are necessary as a direct consequence of IBOR reform
and which are considered economically equivalent, will not result in an immediate gain or loss in the income
statement.

e The hedge accounting reliefs will allow most IAS 39 or IFRS 9 hedge relationships that are directly affected by
IBOR reform to continue. However, additional ineffectiveness might need to be recorded.

2.3.b New and revised IFRS issued but not yet effective and not early adopted

Amendment to IFRS 16, ‘Leases’ — COVID-19 related rent concessions Extension of the practical expedient
(Effective for annual periods beginning on or after 1 April 2021) - As a result of the coronavirus (COVID-19)
pandemic, rent concessions have been granted to lessees. In May 2020, the IASB published an amendment to IFRS 16
that provided an optional practical expedient for lessees from assessing whether a rent concession related to COVID-
19 is a lease modification. On 31 March 2021, the IASB published an additional amendment to extend the date of the
practical expedient from 30 June 2021 to 30 June 2022. Lessees can elect to account for such rent concessions in the
same way as they would if they were not lease modifications. In many cases, this will result in accounting for the
concession as variable lease payments in the period(s) in which the event or condition that triggers the reduced payment
occurs.

16



Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

(continued)

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)

2.3 Application of new and revised International Financial Reporting Standards (“IFRS”) (continued)
2.3.b New and revised IFRS issued but not yet effective and not early adopted (continued)

Amendments to IFRS 3, IAS 16, IAS 37 and some annual improvements on IFRS 1, IFRS 9, IAS 41 and IFRS
16 (Effective for annual periods beginning on or after 1 January 2022) - Amendments to IFRS 3, ‘Business
combinations’ update a reference in IFRS 3 to the Conceptual Framework for Financial Reporting without changing
the accounting requirements for business combinations.

Amendments to IAS 16, ‘Property, plant and equipment’ prohibit a company from deducting from the cost of property,
plant and equipment amounts received from selling items produced while the company is preparing the asset for its
intended use. Instead, a company will recognise such sales proceeds and related cost in profit or loss.

Amendments to IAS 37, ‘Provisions, contingent liabilities and contingent assets’ specify which costs a company
includes when assessing whether a contract will be loss-making.

Annual improvements make minor amendments to IFRS 1, ‘First-time Adoption of IFRS’, IFRS 9, ‘Financial
instruments’, IAS 41, ‘Agriculture’ and the Illustrative Examples accompanying IFRS 16, ‘Leases’.

Narrow scope amendments to IAS 1, Practice statement 2 and IAS 8 (Effective for annual periods beginning on
or after 1 January 2023) - The amendments aim to improve accounting policy disclosures and to help users of the
financial statements to distinguish between changes in accounting estimates and changes in accounting policies.

IFRS 17, ‘Insurance contracts’ (Effective for annual periods beginning on or after 1 January 2023) - On 18 May
2017, the IASB finished its long-standing project to develop an accounting standard on insurance contracts and
published IFRS 17, ‘Insurance Contracts’. IFRS 17 replaces IFRS 4, which currently permits a wide variety of practices.
IFRS 17 will fundamentally change the accounting by all entities that issue insurance contracts and investment contracts
with discretionary participation features.

The standard applies to annual periods beginning on or after 1 January 2023, with earlier application permitted if [FRS
15, ‘Revenue from contracts with customers’ and IFRS 9, ‘Financial instruments’ are also applied.

IFRS 17 requires a current measurement model, where estimates are remeasured in each reporting period. The
measurement is based on the building blocks of discounted, probability-weighted cash flows, a risk adjustment and a
contractual service margin (“CSM”) representing the unearned profit of the contract. A simplified premium allocation
approach is permitted for the liability for the remaining coverage if it provides a measurement that is not materially
different from the general model or if the coverage period is one year or less. However, claims incurred will need to be
measured based on the building blocks of discounted, risk-adjusted, probability weighted cash flows.

Amendments to IFRS 17, ‘Insurance Contracts’ (Effective for annual periods beginning on or after 1 January
2023) - The IASB issued the amendments to IFRS 17, ‘Insurance contracts’, on 25 June 2020, together with an
amendment to IFRS 4, so that eligible insurers can still apply IFRS 9 alongside IFRS 17. This concluded the IASB’s
targeted amendments to IFRS 17 which aimed to ease implementation of the standard by reducing implementation
costs and making it easier for entities to explain, to investors and others, the results from applying IFRS 17.

IFRS 17 should be applied to annual reporting periods beginning on or after 1 January 2023, with earlier application
permitted, and the amendments should be applied at the same time.

On 28 October 2021, the IASB (‘Board’) redeliberated the Exposure Draft proposing a narrow-scope amendment
relating to the presentation of comparative information on initial application of both IFRS 9, ‘Financial Instruments’,
and IFRS 17, ‘Insurance Contracts’, considering the feedback from the comment letters received.

The amendment would permit an entity to apply an optional classification overlay in the comparative period(s)
presented on initial application of IFRS 17 and IFRS 9. The overlay would allow such assets to be classified, on an
instrument-by-instrument basis, in the comparative period(s) in a way that aligns with how the entity expects those
assets to be classified on initial application of IFRS 9. Following feedback on the proposals, the Board extended the
scope of the overlay to include all financial assets, including those held in respect of activities not connected to contracts
within the scope of IFRS 17. The overlay could also be applied by entities that already apply IFRS 9. The Board issued
the amendment to IFRS 17 on 9 December 2021.
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(continued)

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)

2.3 Application of new and revised International Financial Reporting Standards (“IFRS”) (continued)
2.3.b New and revised IFRS issued but not yet effective and not early adopted (continued)

Amendments to IFRS 17, ‘Insurance Contracts’ (Effective for annual periods beginning on or after 1 January
2023) (continued)

Given the challenges, the Company has taken multiple initiatives till date to ensure the progress of IFRS 17
implementation is in line with the requirements. With the necessary guidance from the Central Bank of the UAE and
to successfully implement IFRS 17, the Company has prepared, visualized and strategized the journey to implementing

Given that the Company writes life and non-life business, including unit-linked policies, the Premium Allocation
Approach, General Measurement Model and Variable Fee Approach will all be used for IFRS 17 reporting, depending
on the nature and term of contracts.

The Company is making reasonable progress in its implementation of IFRS 17 and expects to be fully compliant with
the standard by its implementation date.

Management expects that the adoption of IFRS 17 will have a material impact on the amounts reported and disclosures
made in its financial statements in respect of its insurance contracts issued and reinsurance contracts held. The impact
assessment is evolving at different points in time and the final assessment is expected to be ready during the second
quarter of 2022.

However, it is not practicable to provide a reasonable estimate of the effects of the application of this standard until the
Company performs a detailed review post the design phase of implementation which is in progress.

Amendments to IAS 1, ‘Presentation of financial statements’ — Classification of liabilities as current or non-
current (Deferred until accounting periods starting not earlier than 1 January 2024) - These narrow-scope
amendments to IAS 1, ‘Presentation of financial statements’, clarify that liabilities are classified as either current or
non-current, depending on the rights that exist at the end of the reporting period. Classification is unaffected by the
expectations of the entity or events after the reporting date (for example, the receipt of a waiver or a breach of covenant).
The amendment also clarifies what IAS 1 means when it refers to the ‘settlement’ of a liability.

The Company is currently assessing the impact of these standards, interpretations and amendments on the future
financial statements and intends to adopt these, if applicable, when they become effective.

There are no other relevant applicable new standards and amendments to published standards or IFRIC interpretations
that have been issued but are not effective for the first time for the Company’s financial year beginning on or after 1
January 2021 that would be expected to have a material impact on these financial statements.

2.4.1 Insurance contracts
2.4.1.a Product classification

The Company issues contracts that transfer insurance risk or financial risk or both. Insurance contracts are those
contracts when the Company (the insurer) has accepted significant insurance risk from another party (the policyholders)
by agreeing to compensate the policyholders if a specified uncertain future event (the insured event) adversely affects
the policyholders. As a general guideline, the Company determines whether it has significant insurance risk of at least
10%, by comparing benefits paid with benefits payable if the insured event did not occur.

Investment contracts are those contracts that transfer financial risk with no significant insurance risk. Financial risk is
the risk of a possible future change in one or more of a specified interest rate, security price, commodity price, foreign
exchange rate, index of price or rates, a credit rating or credit index or other variable.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its
lifetime, even if the insurance risk reduces significantly during this period, unless all rights and obligations are
extinguished or expire.
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(continued)

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.1 Insurance contracts (continued)

2.4.1.a Product classification (continued)

Some insurance and investment contracts contain discretionary participating features (DPF) which entitle the contract holder
to receive, as a supplement to the standard guaranteed benefits, additional benefits or bonuses:

e That are likely to be a significant portion of the total contractual benefits;
e Whose amount or timing is contractually at the discretion of the insurer; and
e That are contractually based on:

(1) the performance of a specified pool of contracts or a specified type of contract;
(i1) realised / unrealised investment returns on a specified pool of assets held by the issuer; or,
(iii) the profit or loss of the Company, fund or other entity that issues that contract.

Under IFRS 4, DPF can be cither treated as an element of equity or as a liability or can be split between the two elements.
The Company’s policy is to treat all DPF as a liability within insurance or investment contract liabilities.

The policyholder bears the financial risks relating to some insurance contracts or investment contracts. Such products are
usually unit-linked contracts.

2.4.1.b Recognition and measurement

Insurance contracts are classified into three main categories, depending on the duration of risk and whether or not the
terms and conditions are fixed.

(i) Short-term insurance contracts

These contracts are medical, motor, property, marine, engineering, general accident as well as short-duration life
insurance contracts.

Short-duration life insurance contracts protect the Company’s customers from the consequences of events such as, but
not limited to, death or disability.

In respect of short term insurance contracts, premium are recognised as revenue (earned premiums) proportionately
over the period of coverage with the exception of marine cargo, where it is assumed that each policy is earned fully in
the quarter following the quarter in which it was written; hence the unearned premium reserve (“UPR”) at the end of a
particular quarter will be equal to the written premium in that quarter and engineering where UPR is calculated on
increasing risk basis as required in the Financial Regulations issued by the CBUAE (formerly, the IA). The portion of
the premium received in respect of in-force contracts that relates to unexpired risks at the end of the reporting period is
reported as the unearned premium liability. Premiums are shown before deduction of the commission.

Claims and loss adjustment expenses are charged to the statement of income as incurred based on the estimated liability
for compensation owed to contract holders or third parties damaged by the contract holders. They include direct claims
settlement costs which arise from events that have occurred up to the end of the reporting period even if they have not
been reported to the Company. The Company does not discount its liabilities for unpaid claims. Liabilities for unpaid
claims are estimated using the input of assessments for individual cases reported to the Company and statistical analyses
for the claims incurred but not reported, and to estimate the expected ultimate cost of more complex claims that may
be affected by external factors (such as court decisions). Insurance contract liabilities also include reinsurance share of
third party recoveries that are outstanding but not yet confirmed for the by the respective insurance companies against
the recoveries of claims that were already received by the Company. Once the third party recoveries are confirmed,
they are reclassified to “Due to reinsurance companies” within “Insurance and other payables” on the statement of
statement of financial position.

Unallocated loss adjustment expense reserves correspond to the provision representing future claim expenses and
related handling costs that are not specific to a claim. It represents all other expenses and costs that are related to the
adjudication of claims but cannot be assigned to a specific claim.
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(continued)

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.1 Insurance contracts (continued)

2.4.1.b Recognition and measurement (continued)

(i1) Long-term insurance contracts with fixed and guaranteed terms

The Company writes long-term term assurance policies, where a single or regular premium is paid by the policyholder
in exchange for a fixed death benefit paid on death before the end of the term of the policy.

The Company also writes long term credit life policies, where a single or monthly premium is paid by the policyholder
in exchange for a death benefit, linked to a specified loan or mortgage, paid on death before the end of the term of the
policy.

Premiums are recognised as revenue when they become payable by the contract holder. Premiums are shown before
deduction of commission. Policy benefits are recorded as an expense when they are incurred.

A liability for contractual benefits that are expected to be incurred in the future is recorded when the premiums are
recognised. The liability is based on assumptions such as mortality and investment performance. A conservative
approach is used to determine the assumptions so as to ensure adequate margin in the results.

Where insurance contracts have a single premium or a limited number of premium payments due over a significantly
shorter period than the period during which benefits are provided, the excess of the premiums payable over the valuation
premiums is deferred and recognised as income in line with the decrease of unexpired insurance risk of the contracts
in force or, for annuities in force, in line with the decrease of the amount of future benefits expected to be paid. The
liabilities are recalculated at each end of the reporting period using the assumptions established at inception of the
contracts.

(iii) Long-term unit linked insurance contracts

The Company writes long term unit-linked term assurance and whole of life policies, where regular policyholder
premiums are invested into funds selected by the policyholder, in return for a death, maturity or surrender benefit
payable to the policyholder.

The benefits payable to the policyholder may be a fixed sum assured, or an amount based on the value of the
policyholder’s unit fund, depending on the product type chosen by them. Liabilities are set equal to the policyholders’
account value in addition to liabilities calculated against the insurance risk embedded in the products and recorded as
“Payables to policyholders’ of unit linked products” in the statement of financial position. These account values are
affected by factors including but not limited to: payment of policy premiums, changes in the unit prices, policy
administration fees, mortality charges, surrender charges and any withdrawals.

The liability for these contracts includes any amounts necessary to compensate the Company for services to be
performed over future periods. This is the case for contracts where the policy administration charges are higher in the
initial years than in subsequent years. The mortality charges deducted in each period from the contract holders are
considered adequate to cover the expected total death benefit claims in excess of the contract account balances in each
period; no additional liability is therefore established for these claims.

A unit-linked insurance contract is an insurance contract with an embedded derivative linking payments on the contract
to units of investments. This embedded derivative meets the definition of an insurance contract and is not therefore
accounted for separately from the host insurance contract. The liability for such contracts is adjusted for all changes in
the fair value of the underlying assets.

(a) Deferred policy acquisition costs (DAC)
Commissions and other acquisition costs that vary with and are related to securing new contracts and renewing existing

contracts are capitalised as an intangible asset (DAC). All other costs are recognised as expenses, when incurred. The
DAC is subsequently amortised over the life of the contract
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(continued)

2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.1 Insurance contracts (continued)

2.4.1.b Recognition and measurement (continued)

(b) Liability adequacy test

At the end of the reporting period, liability adequacy tests are performed to ensure the adequacy of the contract liabilities
net of related DAC. In performing these tests, current best estimates of future contractual cash flows, claims handling,
administration expenses and other associated expenses, as well as investment income from the assets backing such
liabilities, are used. Any deficiency is immediately charged to the statement of income by establishing a provision for
losses arising from liability adequacy tests (“the unexpired risk provisions”).

(c) Reinsurance contracts held

Contracts entered into by the Company with reinsurers under which the Company is compensated for losses on one or
more contracts issued by the Company and that meet the classification requirements for insurance contracts are
classified as reinsurance contracts held. Contracts that do not meet these classification requirements are classified as
financial assets. Insurance contracts entered into by the Company under which the contract holder is another insurer
(inwards reinsurance) are included with insurance contracts. The benefits to which the Company is entitled under its
reinsurance contracts held are recognised as reinsurance assets.

These assets consist of short-term balances due from reinsurers, as well as longer term receivables that are dependent
on the expected claims and benefits arising under the related reinsured insurance contracts. Amounts recoverable from
or due to reinsurers are measured consistently with the amounts associated with the reinsured insurance contracts and
in accordance with the terms of each reinsurance contract. Reinsurance liabilities are primarily premiums payable for
reinsurance contracts and are recognised as an expense when due.

The Company assesses its reinsurance assets for impairment on a quarterly basis. If there is objective evidence that the
reinsurance asset is impaired, the Company reduces the carrying amount of the reinsurance asset to its recoverable
amount and recognises that impairment loss in the income statement. The Company gathers the objective evidence that
a reinsurance asset is impaired using the same process adopted for insurance receivables. The impairment loss is
calculated following the same method used for these financial assets.

The Company also assumes reinsurance risk in the normal course of business for life insurance and general insurance
contracts where applicable. Premium and claims on assumed reinsurance contracts are recognised as revenue or
expenses in the same manner as they would be if the reinsurance were considered direct business, taking into account
the product classification of the reinsured business.

Reinsurance assets also include third party recoveries that are outstanding but not yet confirmed by the respective
insurance companies against the claims that were already paid by the Company. Once the third party recoveries are
confirmed, they are reclassified to “Due from insurance companies” within “Insurance and other receivables” on the
statement of financial position.

(d) Salvage and subrogation reimbursements

Some insurance contracts permit the Company to sell (usually damaged) property acquired in settling a claim (for
example, salvage). The Company may also have the right to pursue third parties for payment of some or all costs (for
example, subrogation).

Estimates of salvage recoveries are included as an allowance in the measurement of the insurance liability for claims,
and salvage property is recognised in other assets when the liability is settled. The allowance is the amount that can
reasonably be recovered from the disposal of the asset.

Subrogation reimbursements are also considered as an allowance in the measurement of the insurance liability for
claims and are recognised in other assets when the liability is settled. The allowance is the assessment of the amount
that can be recovered from the action against the liable third party.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.1 Insurance contracts (continued)

2.4.1.b Recognition and measurement (continued)

(e) Provision for default claims and refunds

The Company recorded the provision for default claims and refunds relating to credit life insurance policies within
Insurance contract liabilities. This provision is for the additional benefits covered in the specific credit life policies
towards skip and disappearance of the customers.

2.4.2  Revenue recognition
(a) Interest income

Interest income and expense for all interest-bearing financial instruments is calculated by applying the effective interest rate
to the gross carrying amount of the financial instrument, except for financial assets that have subsequently become credit-
impaired (or stage 3), for which interest income is calculated by applying the effective interest rate to their amortised
cost (i.e. net of the expected credit loss provision) and are recognised within ‘interest income’ in the statement of
income.

(b) Dividend income

Dividend income from investments is recognised in the statement of income when the Company’s right to receive dividend
has been established (provided that it is probable that the economic benefits will flow to the Company and the amount of
income can be measured reliably).

(c) Reinsurance commission earned

Commissions earned are recognised fully at the time the related insurance contracts are written.
2.4.3 Foreign currencies

2.4.3.1 Functional and presentation currency

Items included in the financial statements of the Company are measured using the currency of the primary economic
environment in which the entity operates (‘the functional currency’). The Company’s financial statements are presented
in Arab Emirates Dirham (“AED”), which is the Company’s functional and presentation currency.

2.4.3.2 Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions, and from the
translation of monetary assets and liabilities denominated in foreign currencies at year end exchange rates, are generally
recognised in the statement of income. Foreign exchange gains and losses are presented in the statement of income,
within “Administrative expenses”.

Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at the
date when the fair value was determined. Translation differences on assets and liabilities carried at fair value are
reported as part of the fair value gain or loss. For example, translation differences on non-monetary assets and liabilities
such as equities held at fair value through profit or loss are recognised in profit or loss as part of the fair value gain or
loss, and translation differences on non-monetary assets such as equities classified as at fair value through other
comprehensive income are recognised in statement of other comprehensive income.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.4 Segment reporting

For management purposes, the Company is organised into two business segments based on their products and services
and has two business segments as follows:

a) The general insurance segment comprises of property, fire, marine, motor, medical, general accident and
miscellaneous risks.

b) The life assurance segment offers short term and long term life insurance. Revenue from this segment is derived
primarily from insurance premium, fees and commission income, investment income and fair value gains and
losses on investments.

No operating segments have been aggregated to form the above reportable operating segments. Segment performance
is evaluated based on profit or loss which, in certain respects, is measured differently from profit or loss in the financial
statements. No inter-segment transactions occurred during the year ended 31 December 2021 and 2020. If any
transaction were to occur, transfer prices between operating segments would be set on an arm’s length basis in a manner
similar to transactions with third parties.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision maker.

The two operating segments i.e General Insurance and Life Insurance segments, oraganised under two Presidents who
report into the Chief Executive Officer. The Board and its various committes have oversight on the overall operations
of the company.

2.4.5  Property and equipment

Property and equipment comprises of freehold land, furniture and fixture, office equipment, motor vehicles, computer
equipment and capital work in progress.

Property and equipment is carried at historical cost, less accumulated depreciation any recognised impairment loss.
Historical cost includes expenditure that is directly attributable to the acquisition of the items. These assets are classified
to the appropriate categories of property and equipment when completed and ready for their intended use. Depreciation
of these assets, on the same basis as other property and equipment, commences when the assets are ready for their
intended use.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Company and the cost of the
item can be measured reliably. The carrying amount of any component accounted for as a separate asset is derecognised
when replaced. All other repairs and maintenance are charged to the statement of income during the reporting period
in which they are incurred.

Freehold land is not depreciated.

Capital work in progress is stated at the lower of cost or net realisable value. The cost includes the cost of construction
and other related expenditure which are capitalised as and when activities that are necessary to get the assets ready for
use are in progress. Net realisable value represents the estimated recoverable value based on expected future usage.
Management reviews the carrying values of the capital work in progress on an annual basis.

Capital work in progress are considered to be completed when all related activities, for the entire assets have been
completed. Upon completion, those are transferred to property and equipment.

An item of property and equipment is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the
net disposal proceeds and the carrying amount of the asset) is included in the statement of comprehensive income in
the year the asset is derecognised.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.5 Property and equipment (continued)

Expenditure incurred to replace a component of an item of property and equipment that is accounted for separately is
capitalised and the carrying amount of the component that is replaced is written off. Other subsequent expenditure is
capitalised only when it increases future economic benefits of the related item of property and equipment. All other
expenditure is recognised in the statement of income as the expense is incurred.

Depreciation is recognised so as to write off the cost of assets, other than capital work in progress, over their estimated
useful lives, using the straight-line method. The estimated useful lives, residual values and depreciation method are
reviewed at each year end, with the effect of any changes in estimate accounted for on a prospective basis.

The useful life considered in calculation of depreciation for all the assets is 5 years.

2.4.6 Intangible assets

Intangible assets including software and license fee for access to know how.

(a) Software

Costs associated with maintaining computer software programmes are recognised as an expense as incurred.

Development costs that are directly attributable to the design and testing of identifiable and unique software products

controlled by the Company are recognised as intangible assets when the following criteria are met:

e [tis technically feasible to complete the software product so that it will be available for use;

e Management intends to complete the software product and use or sell it;

e There is an ability to use or sell the software product;

e It can be demonstrated how the software product will generate probable future economic benefits;

e Adequate technical, financial and other resources to complete the development and to use or sell the software
product are available; and

e The expenditure attributable to the software product during its development can be reliably measured.

Directly attributable costs that are capitalised as part of the software product include the software development
employee costs and an appropriate portion of directly attributable overheads.

The estimated useful life and amortisation method are reviewed at the end of each annual reporting period, with the
effect of any changes in estimate being accounted for on a prospective basis. The useful lives considered in the
calculation of amortisation is 5 years.

(b) License know how

Licences know how is shown at historical cost. It has a definite useful life and is carried at cost less accumulated
amortisation and impairment. Amortisation is calculated using the straight-line method to allocate the cost licence over
their estimated useful lives ie 5 years.

24.7 Leases

The Company leases office premises. Rental contract of the leases range from 1 to 3 years. Lease terms are negotiated on
an individual basis and contain a wide range of different terms and conditions. The lease agreement does not impose any
covenants, but leased assets cannot be used as security for borrowing purposes.

Leases are recognised as a right-of-use asset and a corresponding liability within “Insurance and other payables” at the
date at which the leased asset is available for use by the Company. Each lease payment is allocated between the liability
and finance cost. The finance cost is charged to statement of income over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of the liability for each period.

The right-of-use asset is depreciated over shorter of the asset’s useful life or the lease term on a straight-line basis.
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2.4 Summary of significant accounting policies (continued)

2.4.7 Leases (continued)

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include the net
present value of the following lease payments:

o fixed payments (including in-substance fixed payments), less any lease incentives receivable;

e variable lease payment that are based on an index or a rate,

e amounts expected to be payable by the lessee under residual value guarantees; and

e payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.

Lease payments to be made under reasonably certain extension options are also included in the measurement of the
liability. The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be determined,
the lessee’s incremental borrowing rate is used, being the rate that the lessee would have to pay to borrow the funds
necessary to obtain an asset of similar value in a similar economic environment with similar terms and conditions.

Right-of-use assets are measured at cost comprising the following:

o the amount of the initial measurement of lease liability;

e any lease payments made at or before the commencement date less any lease incentives received;
e any initial direct costs; and

e restoration costs.

Initial direct costs incurred in obtaining an operating lease are added to the carrying amount of the underlying asset
and recognised as expense over the lease term on the same basis as lease income.

Extension and termination options

In determining the lease term, management considers all facts and circumstances that create an economic incentive to
exercise an extension option, or not exercise a termination option. Extension options (or periods after termination options)
are only included in the lease term if the lease is reasonably certain to be extended (or not terminated).

For buildings, the following factors are normally the most relevant.

o if there are significant penalties to terminate (or not extend), the Company is typically reasonably certain to extend (or
not terminate);

o if any leasehold improvements are expected to have a significant remaining value, the Company is typically reasonably
certain to extend (or not terminate); and

e otherwise, the Company considers other factors including historical lease durations and the costs and business disruption
required to replace the leased asset.

The assessment is reviewed if a significant event or a significant change in circumstances occurs which affects this
assessment and that is within the control of the lessee.

Termination option is included in the property lease of the Company. This option held is exercisable by the Company and
the lessor.

Payments associated with short-term leases of premises are recognised on a straight-line basis as an expense in statement
of income. Short-term leases are leases with a lease term of 12 months or less without a purchase option.

2.4.8 Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the financial statements in the period
in which the dividends are approved by the Company’s shareholders.
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2.4 Summary of significant accounting policies (continued)

2.4.9 Financial instruments

(@)  Investments and other financial assets

6] Classification

The Company classifies its financial assets in the following measurement categories:
* those to be measured subsequently at fair value (either through OCI or through profit or loss), and
« those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms
of the cash flows. For assets measured at fair value, gains and losses will either be recorded in statement of income or
statement of other comprehensive income. For investments in equity instruments that are not held for trading, this will
depend on whether the Company has made an irrevocable election at the time of initial recognition to account for the
equity investment at fair value through other comprehensive income. The Company reclassifies debt investments when
and only when its business model for managing those assets changes.

(i1) Recognition and derecognition

All “regular way” purchases and sales of financial assets are recognised on the “trade date”, i.e. the date that the
Company commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame generally established by regulation or convention in the
market place. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Company has transferred substantially all the risks and rewards of ownership

(iii) Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a financial asset not
at fair value through profit or loss (FVTPL), transaction costs that are directly attributable to the acquisition of the
financial asset. Transaction costs of financial assets carried at FVTPL are expensed in profit or loss. Financial assets
with embedded derivatives are considered in their entirety when determining whether their cash flows are solely
payment of principal and interest.

Subsequent measurement of debt instruments depends on the Company’s business model for managing the asset and
the cash flow characteristics of the asset. There are two measurement categories into which the Company classifies its
debt instruments:

> Amortised cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortised cost. Interest income from these financial
assets is calculated using the effective interest rate method. Any gain or loss arising on derecognition is recognised
directly in profit or loss and presented in ‘Net investment income/ (loss)’ together with foreign exchange gains
and losses. Impairment losses are included within ‘Net investment income/(loss)’ in the statement of income.

> FVTPL: Assets that do not meet the criteria for amortised cost or FVTOCI are measured at FVTPL. A gain or
loss on a debt investment that is subsequently measured at FVTPL is recognised in the income statement and
is presented net within ‘Net investment income’ in the period in which it arises.

> FVTOCI: Assets that are held for collection of contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments of principal and interest, are measured at FVTOCI.
Movements in the carrying amount are taken through OCI, except for the recognition of impairment gains or
losses, interest income and foreign exchange gains and losses, which are recognised in profit or loss. When
the financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified
from equity to profit or loss and recognised in ‘Net investment income’. Interest income from these financial
assets is calculated using the effective interest rate method. Foreign exchange gains and losses are presented
in ‘Net investment income’.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.9 Financial instruments (continued)

(>iii) Measurement (continued)

Equity investments

The Company subsequently measures all equity investments at FVTPL, except where the Company’s management has
elected, at initial recognition, to irrevocably designate an equity investment at FVTOCI. The Company’s policy is to
designate equity investments at FVTOCI when those investments are held for purposes other than to generate
investment returns. When this election is used, fair value gains and losses are recognised in OCI and are not
subsequently reclassified to profit or loss, including on disposal. Dividends, when representing a return on such
investments, continue to be recognised in profit or loss as “Net investment income / (loss)” when the Company’s right
to receive payments is established.

The unit-linked assets include investments held on behalf of policyholders of unit linked products, financial assets from
reinsurer towards policyholders of unit linked products contracts and cash held on behalf of policyholders. Investments
held on behalf of policyholders of unit linked products and financial assets from reinsurer towards policyholders of unit
linked products contracts are accrued to the account of the contract holder at the fair value of the net gains arising from
the underlying linked assets. All these contracts are designated as at fair value through profit or loss and were designated
in this category upon initial recognition. Cash held on behalf of policyholders are designated as amortised cost
investment designated in this category upon initial recognition.

Impairment and uncollectibility of financial assets

The Company assesses on a forward-looking basis the expected credit losses associated with its debt instruments carried
at amortised cost and FVTOCI. The impairment methodology applied depends on whether there has been a significant
increase in credit risk. Refer to (b) below for impairment of insurance and other receivables.

(b) Insurance and other receivables

Insurance and other receivables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method, less impairment losses, if any. A provision for doubtful debts of receivables is established
when there is objective evidence that the Company will not be able to collect all amounts due according to the original
terms of receivables. Significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or
financial reorganisation and default or delinquency in payments are considered indicators that the receivable is
impaired. The amount of the provision is the difference between the asset’s carrying amount and the present value of
estimated future cash flows, discounted at the effective interest rate.

The carrying amount of the receivable is reduced through the use of an allowance account, and the amount of the loss
is recognised in the statement of income. When a receivable is uncollectible, it is written off against the allowance
account for that receivable. Subsequent recoveries of amounts previously written off are credited in the statement of
income.

(c) Financial liabilities

The Company recognises a financial liability when it first becomes a party to the contractual rights and obligations in
the contract.

All financial liabilities are initially recognised at fair value, minus (in the case of a financial liability that is not at
FVTPL) transaction costs that are directly attributable to issuing the financial liability. Financial liabilities are measured
at amortised cost, unless the Company opted to measure a liability at FVTPL.

A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.
Financial liabilities included in insurance and other payables are recognised initially at fair value and subsequently at

amortised cost. The fair value of a non-interest bearing liability is its discounted repayment amount. If the due date of
the liability is less than one year, discounting is omitted.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)
2.4 Summary of significant accounting policies (continued)

2.4.9 Financial instruments (continued)

Offsetting of financial assets and liabilities

Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial position
if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously. Income and expense will not be
offset in the statement of income unless required or permitted by any accounting standard or interpretation, as
specifically disclosed in the accounting policies of the Company.

(d) Cash and cash equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include cash on hand, deposits held at call
with financial institutions, other short-term, highly liquid investments with original maturities of three months or less
that are readily convertible into known amounts of cash and which are subject to an insignificant risk of change in value
less overdrafts with banks. Bank overdrafts are shown within liabilities in the statement of financial position.

(e) Bank deposits with banks with original maturities of more than three months

Deposits held with banks with original maturities of more than three months are initially measured at fair value and
subsequently measured at amortised cost. Deposits held with banks are within the scope of IFRS 9 expected credit loss
calculation for the assessment of impairment.

2.4.10 Impairment of non-financial assets (excluding goodwill)

The Company assesses at each reporting date whether there is an indication that an asset may be impaired. If any
indication exists, or when annual impairment testing for an asset is required, the Company estimates the asset’s
recoverable amount. An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs to sell and its value in use. Where the carrying amount of an asset or CGU exceeds its recoverable
amount, the asset is considered impaired and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using discount rates that
reflect current market assessments of the time value of money and the risks specific to the asset. In determining fair
value less costs to sell, an appropriate valuation model is used.

These calculations are corroborated by valuation multiples or other available fair value indicators. Impairment losses
are recognised in the statement of income.

For assets excluding goodwill, an assessment is made at each reporting date as to whether there is any indication that
previously recognised impairment losses may no longer exist or may have decreased. If such indication exists, the
Company makes an estimate of the asset’s or CGU’s recoverable amount. A previously recognised impairment loss is
reversed only if there has been a change in the estimates used to determine the asset’s recoverable amount since the last
impairment loss was recognised. If that is the case, the carrying amount of the asset is increased to its recoverable
amount. That increased amount cannot exceed the carrying amount that would have been determined, net of
amortisation, had no impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
statement of income.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)

24 Summary of significant accounting policies (continued)

2.4.11 Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of resources will be required to settle the obligation and a reliable estimate can be
made of the amount of the obligation. Provisions are not recognised for future operating losses.

The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation
at the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. Where a
provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present
value of those cash flows. When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured reliably.

2.4.12 Employees’ end of service benefits

Provision for employees’ end of service benefits

The Company provides end of service benefits to its expatriate employees in accordance with the UAE Labor Law
which is calculated annually using the projected unit credit method in accordance with IAS 19. The present value of
the defined benefit obligation is determined by discounting the estimated future cash outflows using profit rates on
high-quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have
terms to maturity approximating to the terms of the related pension obligation.

The entitlement to these benefits is based upon the employees' salary and the length of service, subject to the completion
of a minimum service period. The expected costs of these benefits are accrued over the period of employment.

Defined contribution plan for UAE national employees

The Company is a member of the pension scheme operated by the Federal Pension General and Social Security
Authority. Contributions for eligible UAE National employees are made and charged to the statement of income, in
accordance with the provisions of Federal Law No. 7 of 1999 relating to pension and Social Security Law. The
employees and the Government contribute 5% and 2.5% of the “contribution calculation salary” respectively, to the
scheme. The only obligation of the Company with respect to the retirement pension and social security scheme is to
make the specified contributions. The contributions are charged to statement of income.

An accrual has been made for the past contributions relating to the services rendered by the eligible UAE National
employees up to 31 December 2021. The Company has no further payment obligations once the contributions have
been paid.

2.4.13 Contingencies
Contingent liabilities are not recognised in the financial statements. They are disclosed unless the possibility of an

outflow of resources embodying economic benefits is remote. A contingent asset is not recognised in the financial
statements but disclosed when an inflow of economic benefits is probable.
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2 BASIS OF PREPARATION AND ACCOUNTING POLICIES (continued)

24 Summary of significant accounting policies (continued)

2.4.14 Related parties

A related party is defined as follows:

(a) A person or a close member of that person’s family is related to the Company if that person:
(6)] Has control or joint control over the Company;
(ii) Has significant influence over the Company; or

(i)  Is a member of the key management personnel of the Company or of a parent of the Company.

(b) An entity is related to the Company if any of the following conditions applies:

6] The entity and the Company are members of the same Company (which means that each parent,
subsidiary and fellow subsidiary is related to the others).
(ii) One entity is an associate or joint venture of the other entity (or an associate or joint venture of a member

of a Company of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv)  One entity is a joint venture of a third entity and the other entity is an associate of the third entity.

v) The entity is a post-employment benefit plan for the benefit of employees of either the Company or an
entity related to the Company. If the Company is itself such a plan, the sponsoring employers are also
related to the Company;

(vi)  The entity is controlled or jointly controlled by a person identified in (a);

(vil) A person identified in (a) (i) has significant influence over the entity or is a member of the key
management personnel of the entity (or of a parent of the entity).

2.4.15 General and administration expenses

Direct expenses of general insurance business are charged to respective departmental revenue accounts and is charged
to statement of income.

2.4.16 Share capital

Shares are classified as equity when there is no obligation to transfer cash or other assets. Incremental costs directly
attributable to the issue of equity instruments are shown in equity as a deduction from the proceeds.

2.5 Critical accounting judgements and key sources of estimation of uncertainty

In the application of the Company’s accounting policies, which are described in note 2.4, management is required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current and future periods. The sensitivities for life insurance
contracts are disclosed in note 13.10 and for general insurance contracts are disclosed in note 25.1.4

Significant areas where management has used estimates, assumptions or exercised judgements are as follows:
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25 Critical accounting judgements and key sources of estimation of uncertainty (continued)
2.5.1  The ultimate liability arising from claims made under insurance contracts

Provision is made at the year-end for the estimated cost of claims incurred but not settled at the reporting date. The
liability for outstanding claims includes the cost of claims reported but yet to be paid, claims incurred but not reported
(“IBNR”), and the estimated expenses to be incurred in settling claims.

The process of establishing liability estimates is subject to considerable variability as it requires the use of informed
estimates and judgments. These estimates and judgments are based on numerous factors, and may be revised as
additional experience becomes available or as regulations change. The liability for outstanding claims is estimated
using the input of assessment for individual cases reported to the Company as well as assessments performed by
external loss adjustors where deemed necessary. Claims requiring court or arbitration decisions are estimated
individually. The Company takes all reasonable steps to ensure that it has appropriate information regarding the risk of
major storm, tempest and flood scenarios that exist in the UAE to estimate its claims exposures. However, given the
uncertainty in establishing claims provisions, it is likely that the final outcome will prove to be different from the
original liability established.

The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation of the cost of settling
claims, where more information about the claim event is available. Classes of business which have a longer reporting
tail and where the IBNR proportion of the total reserve is therefore high will typically display greater variations between
initial estimates and final outcomes because of the greater degree of difficulty in estimating these liabilities. For the
short-tailed classes, claims are typically reported soon after the claim event, and tend to display less variation. In
calculating the required levels of provisions, the Company’s internal and external independent actuary use a variety of
estimation techniques, generally based upon statistical analyses of historical experience, which assumes that the
development pattern of the current claims will be consistent with past experience.

In arriving at booked claims provisions, management also make allowance for changes or uncertainties which may
create distortions in the underlying statistics or which might cause the cost of unsettled claims to increase or reduce
when compared with the cost of previously settled claims including:
e changes in patterns of claim incidence, reporting, processing, finalisation and payment;
changes in the legal environment;
the impact of inflation (both economic/wage and superimposed);
changes in the mix of business;
the impact of large losses;
the effects of inflation;
e movements in industry benchmarks;
e medical and technological developments;
e changes in policyholder behaviour.

The methods used to analyse past claim experience and to project future claim experience are largely determined by
the available data and the nature of the portfolio. The projections given by the different methodologies assist in setting
the range of possible outcomes. The most appropriate estimation technique is selected taking into account the
characteristics of the business class and the extent of the development of each accident year.

Large claims impacting each relevant business class are generally assessed separately, being measured on a case by
case basis or projected separately in order to allow for the possible distortive effect of the development and incidence
of these large claims.

Outstanding claims and claims incurred but not reported are calculated gross of reinsurance. A separate estimate is
made of the amounts recoverable from reinsurers and third parties under reinsurance contracts based on the gross
provisions. Future cash flows are not discounted for time value of money.
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25 Critical accounting judgements and key sources of estimation of uncertainty (continued)
2.5.2 Mathematical reserves

Liabilities pertaining to the long-term insurance contracts are determined based on standard actuarial principles. The
liability is determined based on the actuarial present value of future cashflows. These cashflows are based on factors,
including but not limited to; policy benefits, expected future mortality and the structure of the product. Additional
liabilities are determined for supplementary benefits attached to the base policy.

The Company bases the mortality and morbidity estimates on standard tables that best reflect historical experience,
adjusted where appropriate to reflect the Company’s own experience. A67 — 70 Ultimate Mortality Table of Assured
Lives and a discount rate of 1% are used for the purpose of discounting the liabilities (31 December 2020: 1%).

253 Classification of freehold land

Management decides whether a property under construction will be used upon completion as owner-occupied property
or for renting out to third parties. If used as owner-occupied property, the value in use of the property is determined as
part of the cash generating unit to which it belongs. Otherwise, the asset is classified as investment property and its fair
value is determined on an individual asset basis.

2.5.4 Impairment of freehold land

At each reporting date or whenever a change in circumstances occurs, both internal and external sources of information
are considered to assess whether there is an indication that freehold land is impaired. If such an indication exists, the
recoverable amount of the asset is estimated using fair value less costs of disposal and/or value in use calculations as
appropriate. If the carrying amount of an asset exceeds its recoverable amount, an impairment charge is recognised to
reduce the asset to its recoverable amount. Such impairment charges are recognised in the consolidated statement of
income.

2.5.5 Impairment of insurance receivables

The Company reviews its insurance receivables to assess impairment on a quarterly basis. In determining whether an
impairment loss should be recorded in the statement of income, the Company makes judgements as to whether there is
any observable data indicating that there is a measurable decrease in the estimated future cash flows from receivables.
A provision for doubtful debts of insurance receivables is established when there is objective evidence that the
Company will not be able to collect all amounts due according to their original terms. (Refer to note 2.4.9.b)
Receivables arising from reinsurance contracts are also reviewed for impairment as part of the impairment review of
receivables.
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3 BASIC AND DILUTED EARNINGS PER SHARE

Basic earnings per share are calculated by dividing the profit/(loss) for the year, by the weighted average number of

shares outstanding during the year as follows:

For the year ended
31 December
2021 2020
(Restated)
Profit/ (loss) for the year (AED’000) 13,219 (3,936)
Weighted average number of shares
outstanding during the year (’000) 330,939 330,939
Earnings/ (loss) per share (AED) 0.040 (0.012)

No figures for diluted earnings per share are presented as the Company has not issued any instruments which would
have an impact on earnings per share when exercised, as such diluted earnings per share is equivalent to basic earnings

per share.

4 INVESTMENT SECURITIES AND UNIT LINKED ASSETS

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

(Restated)

Financial assets at fair value through profit or loss (Note 4.1) 47,871 106,384

Financial assets at fair value through other comprehensive income (Note 4.2) 17 6,887

47,888 113,271

Unit linked assets (Note 4.3) 368,887 286,798
4.1 Financial assets at fair value through profit or loss

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

Quoted equity securities in U.A.E. 19,668 71,287

Quoted equity securities outside U.A.E. 570 500

Quoted bonds in U.A.E. 16,450 22,118

Investment in funds outside U.A.E. 7,364 5,083

Unquoted equity securities outside U.A.E. 426 2,937

Unquoted equity securities in U.A.E. 3,393 4,459

47,871 106,384

Investments classified at fair value through profit or loss are designated in this category upon initial recognition.

The bonds carry interests at the rates of 2.09% to 5.87% (31 December 2020: 2.09% to 5.87%) per annum. The bonds
are redeemable at par from 2022 to 2026 (31 December 2020: 2021 to 2026) based on their maturity dates. There are
no significant concentrations of credit risk to a single counter party for debt instruments and the carrying amount
reflected above represents the Company’s maximum exposure to credit risk for such assets.
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4 INVESTMENT SECURITIES AND UNIT LINKED ASSETS (continued)

4.2 Investments at fair value through other comprehensive income

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

Quoted equity securities in U.A.E. 17 6,587
Unquoted equity securities in U.A.E. - 300
17 6,887

Investments classified at fair value through other comprehensive income are designated in this category upon initial
recognition.

During the year ended 31 December 2021, the Company sold equity investments held at fair value through other
comprehensive income amounting to AED 7,092 thousand at the time of sale (31 December 2020: AED 17,158
thousand) in line with the Company’s investment strategy. The Company realised loss of AED 11,208 thousand (31
December 2020: loss of AED 826 thousand) which was transferred to accumulated losses.

4.3  Unit linked assets

As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)
Investments held on behalf of policyholders of unit linked products carried
at FVTPL 231,059 175,590
Financial assets due from reinsurer towards policyholders of unit-linked
products carried at FVTPL 124,474 88,984
Cash held on behalf of policyholders of unit linked products carried at
amortised cost 13,354 22,224
368,887 286,798

4.4 Investment Concentration

The CBUAE has set a maximum limit for aggregate exposure in various categories of investments. As at 31 December
2021, the Company was in compliance with this requirement. As at 31 December 2020, the Company had investments
more than the limits set in some categories, particularly equity instruments within and outside the UAE, and deposits
and other debt instruments.
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4.5 Movement in the financial investments
FVTPL FVTOCI Total
AED’000 AED’000 AED’000
At 1 January 2020 159,084 25,877 184,961
Purchases 18,183 - 18,184
Disposals (60,095) (17,158) (77,253)
Maturities (1,835) - (1,835)
Movement in accrued interest 60 - 59
Changes in fair value (9,865) (1,006) (10,871)
Realised gain/(loss) 852 (826) 26
As at 31 December 2020 106,384 6,887 113,271
Purchases 8,490 - 8,490
Transfers 7,364 - 7,364
Disposals (69,294) (7,092) (76,386)
Maturities (7,025) - (7,025)
Movement in accrued interest 13 - 13
Changes in fair value 978) (18) (996)
Realised gain 2,917 240 3,157
As at 31 December 2021 47,871 17 47,888

Reconciliation of Level 3 fair value measurement of financial assets measured at FVTOCI and FVTPL.

FVTPL FVTOCI Total

AED’000 AED’000 AED’000

At 1 January 2020 6,899 300 7,199
Changes in fair value 497 - 497
As at 31 December 2020 7,396 300 7,696
Disposals (754) - (754)
Provision for doubtful debts - 300) (300)
Changes in fair value (2,823) - (2,823)
As at 31 December 2021 3,819 - 3,819

4.6 FAIR VALUE MEASUREMENT

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, regardless of whether that price is directly observable or estimated using
another valuation technique. In estimating the fair value of an asset or a liability, the Company takes into account the
characteristics of the asset or liability if market participants would take those characteristics into account when pricing
the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are observable and the significance of the inputs to the fair
value measurement in its entirety, which are described as follows:

The Company measures fair values using the following fair value hierarchy, which reflects the significance of the inputs
used in making the measurements.
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4.6 FAIR VALUE MEASUREMENT (continued)

Level 1: Quoted market price (unadjusted) in an active market for an identical instrument.

Level 2: Inputs other than quoted prices included within Level 1 that are observable either directly (i.e. as prices) or
indirectly (i.e. derived from prices). This category includes instruments valued using: quoted market prices in active
markets for similar instruments; quoted prices for identical or similar instruments in markets that are considered less
than active; or other valuation techniques in which all significant inputs are directly or indirectly observable from
market data.

Level 3: Inputs that are unobservable. This category includes all instruments for which the valuation technique includes
inputs not based on observable data and the unobservable inputs have a significant effect on the instrument’s valuation.
This category includes instruments that are valued based on quoted prices for similar instruments for which significant
unobservable adjustments or assumptions are required to reflect differences between the instruments.

Valuation techniques include net present value and discounted cash flow models, comparison with similar instruments
for which market observable prices exist. Assumptions and inputs used in valuation techniques include risk-free and
benchmark interest rates, credit spreads and other premia used in estimating discount rates, bond and equity prices,
foreign currency exchange rates, equity index prices and expected price volatilities and correlations.

The objective of valuation techniques is to arrive at a fair value measurement that reflects the price that would be
received to sell the asset or paid to transfer the liability in an orderly transaction between market participants at the
measurement date.

4.6.a Fair value of financial instruments carried at amortised cost

Management considers that the carrying amounts of financial assets and financial liabilities recognised at amortised
cost in the financial statements approximate their fair values due to their short term nature.

4.6.b Valuation techniques and assumptions applied for the purposes of measuring fair value

The fair values of assets and liabilities are determined using similar valuation techniques and assumptions as used
in the audited annual financial statements for the year ended 31 December 2020.
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4.6 FAIR VALUE MEASUREMENT (continued)

4.6.c Fair value of the Company's financial assets and unit linked liabilities that are measured at fair value on recurring basis

Some of the Company’s financial assets and unit linked liabilities are measured at fair value at the end of the reporting year. The following table gives information about how the fair values of these

financial assets and unit linked liabilities are determined:

31 December

2021

AED’000
Financial assets measured at FVTPL
Quoted equity securities 20,238
Quoted bonds 16,450
Unquoted equity securities 3,819
Investment in funds 7,364
Investments held on behalf of
policyholders of unit linked products
(Note 4.3) 231,059
Due from reinsurers towards
policyholders of unit linked products
(Note 4.3) 124,474
Financial assets measured at FVTOCI
Quoted equity securities 17
Unquoted equity securities -
Financial liabilities measured at
FVTPL
Unit linked liabilities 355,533

Fair value as at

31 December
2020
AED’000
(Restated)
71,787
22,118

7,396

5,083

175,590

88,984

6,587

300

264,574

Fair value
hierarchy

Level 1
Level 2
Level 3

Level 2

Level 2

Level 2

Level 1

Level 3

Level 2

Valuation techniques and key inputs
Quoted bid prices in an active market
Quoted prices in secondary market

Based on net assets value of underlying
investments and last traded price in 2021

Quoted prices in secondary market

Quoted prices in secondary market

Quoted prices in secondary market

Quoted bid prices in an active market

Net assets value

Quoted prices in secondary market

Significant
unobservable input

None
None
Yes

None

None

None

None

Yes

None

Relationship of unobservable
inputs to fair value

Not applicable

Not applicable

Increase in net asset value increases

fair value

Not applicable

Not applicable

Not applicable

Not applicable

Increase in net asset value increases
fair value

Not applicable

There were no transfers between levels or categories during the year. There are no other financial liabilities apart from the liabilities disclosed above which should be categorised under any of the

levels in the above table.

37



Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER
2021 (continued)
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4.6 FAIR VALUE MEASUREMENT (continued)

4.6.c Fair value of the Company's financial assets that are measured at fair value on recurring basis
(continued)

The treasury department of the Company has a team that performs the valuations of investment securities and unit
linked assets required for financial reporting purposes, including level 3 investments. This team reports directly to
the Chief Financial Officer (“CFO”) and the investment committee (“IC”). Discussions regarding the valuation
processes and the results are held between the CFO, IC and the valuation team on an annual basis.

The main level 3 inputs used by the Company are derived and evaluated by taking into account the net assets values
and last traded prices.

5 STATUTORY DEPOSIT

The statutory deposit of AED 10 million (31 December 2020: AED 10 million) is required to be placed by insurance
companies operating in the U.A.E. with the designated national banks. This deposit has been pledged to the bank as
security against a guarantee issued by the bank in favour of the CBUAE (formerly, the IA) for the same amount.

Statutory deposits, which depend on the nature of insurance activities, cannot be withdrawn except with the prior
approval of the CBUAE (formerly, the IA) in accordance with Article 42 of Federal Law No. 6 of 2007, as amended
and bear interest rates ranging between 0.6% and 0.68% per annum (31 December 2020: 1.15% and 1.6% per
annum).

6 CASH AND BANK BALANCES

6.1 Cash and cash equivalents

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

(Restated)

Cash in hand 50 50
Bank balances:

Current accounts with banks 91,831 2,560

Bank deposits with original maturities of three months or less - 2,532

Cash and cash equivalents 91,881 5,142

Less: Bank overdraft - (584)

Cash and cash equivalents for the purpose of the statement of cash flows 91,881 4,558

In U.A.E. 91,302 3,870

Outside U.A.E 579 688

91,881 4,558

Bank deposits with original maturities of three months or less as at 31 December 2020 carried interest rate of 0.42%
per annum.
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6 CASH AND BANK BALANCES (continued)

6.2  Bank deposits with original maturities of more than three months

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

(Restated)
Deposits with original maturities greater than three months 205,965 220,343
In U.A.E. 172,760 188,635
Outside U.A.E. 33,205 31,708
205,965 220,343

Bank deposits carried interest rates ranging from 0.15% to 8.5% per annum (31 December 2020: 0.68% to 8.5% per
annum). Bank deposits of AED 46.4 million (31 December 2020: AED 21 million) have been pledged as security
against the overdraft facility which is to manage the liquidity position.

The Company has obtained overdraft facilities from commercial banks in the UAE amounting to AED 28 million
(31 December 2020: AED 13 million) which carry interest rates ranging from 0.5% to 1% per annum above the
highest interest rate payable on fixed deposits under lien for the overdraft facility; or as varied by notice in writing
received from the bank from time to time. Unused credit facilities amounted to AED 28 million (31 December 2020:
AED 12.4 million).

7 SHARE CAPITAL

As at As at
31 December 31 December
2021 2020
AED’000 AED’000
Issued and fully paid 330,939,180 shares of AED 1 each
(31 December 2020: 330,939,180 share of AED 1 each) 330,939 330,939

8 RESERVES
NATURE AND PURPOSE OF RESERVES

8.1 Statutory reserve

In accordance with the UAE Commercial Companies Law and the Company’s Article of Association, the Company
has resolved not to increase the statutory reserve above an amount equal to 50% of its paid up share capital. The
Company transfers 10% of the profits for each year to the statutory reserve. The Company transferred AED 1,322
thousand during the year ended 31 December 2021 and no transfers were made during the year ended 31 December
2020 because the Company incurred losses during the year ended 31 December 2020. The reserve is not available
for distribution except in the circumstances stipulated by the law.

8.2  Special reserve

In accordance with the Company’s Articles of Association, the Board of Directors may transfer 10% of annual net
profits, if any, to a special reserve until an Ordinary General Meeting upon a proposal suspends it. The special
reserve can be utilised for the purposes determined by the Ordinary General Meeting upon recommendations of the
Board of Directors. The Company transferred AED 1,322 thousand during the year ended 31 December 2021 and
no transfers were made during the year ended 31 December 2020 since the Company incurred losses.
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8 RESERVES (continued)

8.3  Fair value reserve

The fair value reserve comprises the cumulative net change in fair value of financial assets designated as fair value
through other comprehensive income.

8.4 Reinsurance reserve

In accordance with Article 34 of the Insurance Authority’s Board of Directors Decision No. (23) of 2019, the
Company has transferred AED 2,619 thousand from ‘Accumulated losses’ to the ‘Reinsurance reserve’ being 0.5%
of the total insurance premium ceded to reinsurers during the year ended 31 December 2021 (year ended 31 December
2020: AED 2,266 thousand). The Company shall accumulate such provision period on period and shall not dispose
of the reserve without the written approval of the assistant governor of the banking and insurance supervision
department within the CBUAE.

9 RELATED PARTY BALANCES AND TRANSACTIONS

The Company, in the normal course of business, collects premiums, settles claims and enters into transactions with
other business enterprises that fall within the definition of a related party as defined by International Accounting
Standard 24. Related parties include the Company’s major Shareholders, Directors and businesses controlled by
them and their families over which they exercise significant management influence as well as key management
personnel. The Company’s management believes that the terms of such transactions are not significantly different
from those that could have been obtained from third parties.

At the end of the reporting year, amounts due from/(to) related parties which are included in the respective account
balances are detailed below:

As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)
Balances with former major shareholder
Premium receivables (Note 15) 26,508 26,173
Allowance for doubtful receivables (Note 15) (26,310) (26,173)
Net premium receivables 198 -
Gross outstanding claims (included in claims reported unsettled) 444 3,130
Investment properties reclassified to “Advance paid for purchase of real
estate properties” 72,270 72,270
Reversal of net fair value gains recorded in prior years (Note 27 a) (35,770) (35,770)
Advance paid for purchase of real estate properties (Note 15)* 36,500 36,500
Provision on advance paid for purchase of real estate properties (Note 15 and

note 27 a)* (36,500) (36,500)

The amounts outstanding are unsecured, interest free and repayable on demand. No guarantees have been given to
the related parties.

* The amount under the advance paid for real estate properties (AED 36.5 million) was represented as Investment
Properties with a carrying value in the books of AED 72.3 million in the audited financial statements for the year
ended 31 December 2020. The said asset represents purchased assets from related parties during the years 2013 and
2014. The purchased assets comprise a 60 residential-unit in a single building and a plot of land of 150,000 square
feet with integrated infrastructure. For one of the assets, the agreement was entered in 2013 to purchase 150,000
square feet of the land, which was reduced to 56,800 square feet and later amended to 78,900 square feet based on
the instruction received from the former Chairman who was also the representative of the related party.
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9 RELATED PARTY BALANCES AND TRANSACTIONS (continued)

The counterparties (related parties) to the above transactions never fulfilled their obligations to the Company (the
Buyer), and as a result the Company did not obtain the title deeds nor obtain possession of the said assets. This has
resulted in the incorrect recognition of fair value gains of AED 35.8 million on investment properties in respect of
which the Company never obtained possession or legal title, and the misappropriation of advances amounting to
AED 36.5 million paid to a related party towards the acquisition of the investment properties. Accordingly, the
Board of Directors of the Company decided to book a full provision (AED 72.3 million) against the said assets and
proceed with legal action against all involved parties, to recover the Company's rights, in accordance with the
resolution of Shareholders Assembly Meeting held on 30 September 2021.

During the year, the Company entered into the following transactions with related parties:

For the year ended 31 December

2021 2020
AED’000 AED’000
(Restated)
Transactions with former major shareholder
Premiums written 1,299 1,780
Claims paid (897) (1,015)
Compensation of key management personnel
Short-term benefits (4,388) (3,900)
Long-term benefits (200) (200)
Board of Directors’ fees (1,600) (3,375)
Board committee fees - (600)

The Board of Directors’s fees for the year ended 31 December 2020 represents fees paid to the previous Board of
Directors on which a recovery action has been initiated.

10 CONTINGENT LIABILITIES

As at 31 Asat 31
December December
2021 2020
AED’000 AED’000
Letters of guarantee* 15,790 21,121

*Includes AED 10 million (31 December 2020: AED 10 million) issued in favour of the CBUAE (formerly, the IA)
(Note 5).

The Company, in common with the majority of insurers, is subject to litigation in the normal course of its business.
Based on independent legal advice, the Company considers that the outcome of the outstanding court cases will not

have a material impact on the Company’s financial statements.

11 PROPERTY AND EQUIPMENT

As at 31 Asat31

December December

2021 2020

AED’000 AED’000

(Restated)

Operating assets (Note 11.1) 67,331 67,860
Capital work in progress (Note 11.2) 3,115 12,061
Property and equipment 70,446 79,921

41



Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER

2021 (continued)

11 PROPERTY AND EQUIPMENT (continued)

11.1 Operating assets

Cost:

At 1 January 2020 (as previously
reported)

Prior year adjustment (Note 27 b)
At 1 January 2020 (Restated)
Additions

At 31 December 2020 (Restated)
Additions

Disposals

At 31 December 2021

Accumulated Depreciation
At 1 January 2020

Charge for the year

At 31 December 2020
Charge for the year
Disposals

At 31 December 2021

Carrying amounts:
At 31 December 2020 (Restated)

At 31 December 2021

Furniture Office Total

Freehold and equipmen Motor  Computer operating
land* fixtures t  vehicles equipment assets
AED’00  AED’00 AED’00 AED’00
0 0 AED’000 0 AED’000 0

83,901 15,686 2,670 872 9,325 112,454
(22,834) - - - - (22,834)
61,067 15,686 2,670 872 9,325 89,620

- 540 55 - 373 968

61,067 16,226 2,725 872 9,698 90,588

- 727 81 - 183 991

- - - (50) - (50)

61,067 16,953 2,806 822 9,881 91,529

- 9,798 2,446 464 8,546 21,254

- 913 100 149 312 1,474

- 10,711 2,546 613 8,858 22,728

- 968 83 138 331 1,520

- - - (50) - (50)

- 11,679 2,629 701 9,189 24,198

61,067 5,515 179 259 840 67,860
61,067 5,274 177 121 692 67,331

*During 2018, development work in progress which represent payments made for acquiring investment in the
Meydan Real Estate Project based in UAE with a carrying value of AED 82,045 thousand (“freehold land”) was
transferred to operating assets. In 2019, the ownership and the title deed were transferred in the name of the
Company. During the year ended 31 December 2021, the Company restated the value of the freehold land to AED
59,210 thousand (Refer note 27 b for the restatement in regards to the carrying amount of the freehold land) .

The Board of Directors of the Company has passed a resolution to construct the Company's head-office on the
freehold land. The freehold land is carried at cost.

11.2 Capital work in progress

At 1 January

Additions

Write offs during the year
Reversals during the year
Transfers during the year
At 31 December

As at 31 Asat31
December December
2021 2020
AED’000 AED’000
12,061 10,384
1,832 1,902
(2,387) -
(3,359) -
(5,032) (225)
3,115 12,061
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12 PAYABLES TO POLICYHOLDERS OF UNIT LINKED PRODUCTS

The Company issues unit linked policies which have both insurance risk and investment components. The
investment portion is invested on behalf of the policyholders as disclosed in note 4.3 of these financial statements.

Movement during the year:

As at 31 Asat31

December December

2021 2020

AED’000 AED’000

(Restated)

As at 1 January 286,798 192,438
Purchase 108,368 108,089
Sales (58,521) (23,842)
Other charges (2,436) (7,150)
Change in fair value of the unit linked products 34,678 17,263
368,887 286,798
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13 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS
As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)
Gross insurance contract liabilities
Claims reported unsettled 579,170 245,666
Claims incurred but not reported 100,358 117,418
Unallocated loss adjustment expense reserve 6,974 4,095
Unexpired risk reserve 8,048 2,181
Third party recoveries 3,544 3,620
Mathematical reserve 139,040 107,721
Unearned premiums 253,786 245387
Provision for default claims and refunds 14,329 14,329
Gross insurance contract liabilities 1,105,249 740,417
Reinsurance contract assets
Claims reported unsettled (506,533) (188,746)
Claims incurred but not reported (65,379) (71,603)
Unexpired risk reserve 2,672 7,804
Third party recoveries (8,163) (10,212)
Mathematical reserve (119,373) (92,932)
Unearned premiums (134,738) (132,576)
Total reinsurance contract assets (831,514) (488,265)
Net
Claims reported unsettled 72,637 56,920
Claims incurred but not reported 34,979 45,815
Unallocated loss adjustment expense reserve 6,974 4,095
Unexpired risk reserve 10,720 9,985
Third party recoveries (4,619) (6,592)
Mathematical reserve 19,667 14,789
Unearned premiums 119,048 112,811
Provision for default claims and refunds 14,329 14,329
Net insurance contract liabilities 273,735 252,152

The gross and net insurance contract liabilities of AED 1,079,213 thousand and AED 259,406 thousand respectively
as at 31 December 2021 (31 December 2020: AED 712,256 thousand and AED 237,823 thousand respectively)
were certified by the Company’s external appointed actuary. The difference in actuarial certification and the above
amounts is on account of provision for default claims and refunds, third party recoveries against outstanding claims
and paid claims. The changes in the methodologies and assumptions are detailed in note 25.1.4 of the financial
statements. Actuarial estimation of the insurance liabilities has been performed by an independent actuary in
accordance with the requirement of new financial regulations issued under Federal Law No.6 of 2007, as amended,
pertaining to the insurance companies and agents. Estimates are made for the expected ultimate cost of claims
incurred but not yet reported at the reporting date (IBNR) using a range of standard actuarial claim projection
techniques, based on empirical data and current assumptions that may include a margin for adverse deviation.
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13 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS (continued)

13.1 Gross and net claims incurred

Gross claims incurred

Claims settled during the year

Movement in claims reported unsettled

Movement in claims incurred but not reported

Movement in unallocated loss adjustment expense reserve
Movement in unexpired risk reserve

Movement in third party recoveries

Insurance claims recovered from reinsurers

Reinsurance share of claims settled during the year
Movement in reinsurance share of claims reported unsettled
Movement in reinsurance share of claims incurred but not
reported

Movement in reinsurance share of unexpired risk reserve
Movement in reinsurance share of third party recoveries

Net claims incurred

For the year ended 31 December

General Life Total
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
(Restated)
(271,836) (297,752) (88,190) (57,703) (360,026) (355,455)
(308,642) 26,454 (24,862) (8,967) (333,504) 17,487
17,904 6,733 (844) (5,024) 17,060 1,709
(2,181) 352 (698) (192) (2,879) 160
1,405 (1,734) (7,272) 662 (5,867) (1,072)
76 602 - - 76 602
(563,274) (265,345) (121,866) (71,224) (685,140) (336,569)
143,768 184,607 74,843 50,043 218,611 234,650
294,310 (39,009) 23,477 8,014 317,787 (30,995)
(6,950) 1,587 726 5,303 (6,224) 6,890
(2,140) 2,116 7,272 (347) 5,132 1,769
(2,049) (6,109) (2,049) (6,109)
426,939 143,192 106,318 63,013 533,257 206,205
(136,335) (122,153) (15,548) (8,211) (151,883) (130,364)
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13 INSURANCE CONTRACT LIABILITIES AND REINSURANCE CONTRACT ASSETS (continued)

13.2 Development claim tables

The development of insurance liabilities provides a measure of the Company’s ability to estimate the ultimate value of claims. The top half of each table illustrates how the
Company’s estimate of total claims reported unsettled and claims incurred but not reported for each accident year has changed at successive year-ends. The bottom half of the
table reconciles the cumulative claims to the amount appearing in the statement of financial position. The following tables illustrate the Company’s estimate of total claims

reported unsettled and claims incurred but not reported for the years from Prior to 2015 to 2021.

Gross incurred claims

Accident year 2015 and prior 2016 2017 2018 2019 2020 2021 Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

At the end of each reporting

year 262,024 465,877 521,591 488,199 452,906 432,109 738,020 3,360,726
One year later 422,401 455,472 525,694 461,093 404,673 404,753 - 2,674,086
Two years later 430,742 449,009 542,901 438,368 391,182 - - 2,252,202
Three years later 434,680 451,401 525,402 427,437 - - - 1,838,920
Four years later 395,487 448,419 526,553 - - - - 1,370,459
Five years later 386,245 444,834 - - - - - 831,079
Six years later 379,528 - - - - - - 379,528
Estimate of cumulative

claims 379,528 444,834 526,553 427,437 391,182 404,753 738,020 3,312,307
Cumulative payments to date (373,172) (436,038) (494,548) (419,300) (364,476) (314,041) (243,327) (2,644,902)
2014 and prior - - - - - - - 3,960
TP recoveries against paid

claims 120 441 713 246 214 575 5,854 8,163

Total gross reserves included
in the statement of financial
position 6,356 9,237 32,718 8,383 26,920 91,287 500,547 679,528
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13.2 Development claim tables (continued)

Net incurred claims

Accident year 2015 and prior 2016 2017 2018 2019 2020 2021 Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

At the end of each reporting

year 141,189 202,147 242311 198,735 176,266 145,162 171,164 1,276,974

One year later 169,337 219,345 257,480 192,418 165,556 132,443 - 1,136,579

Two years later 178,575 224,991 259,920 188,247 159,668 - - 1,011,401

Three years later 183,377 226,115 256,282 186,144 - - - 851,918

Four years later 185,143 225,336 257,054 - - - - 667,533

Five years later 185,365 225,554 - - - - - 410,919

Six years later 185,409 - - - - - - 185,409

Estimate of cumulative

claims 185,409 225,554 257,054 186,144 159,668 132,443 171,164 1,317,436

Cumulative payments to date (182,970) (222,969) (251,106) (182,354) (155,2006) (116,254) (105,664) (1,216,523)

2014 and prior - - - - - - - 2,084

TP recoveries against paid

claims 120 441 709 206 128 291 2,724 4,619

Total net reserves included in

the statement of financial

position 2,559 3,026 6,657 3,996 4,590 16,480 68,224 107,616
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13.3 Movement of claims reported unsettled, claims incurred but not reported and loss adjustment expenses

Claims reported unsettled

Claims incurred but not reported

Total at the beginning of the year

Cash paid for claims settled during the year (Note 13.1)
Changes in liabilities:

Arising from current year claims

Arising from prior year claims

Total at the end of the year

Claims reported unsettled
Claims incurred but not reported

Total at the end of the year

2021 2020
AED’000 AED’000
Reinsurers’ Reinsurers’

Gross share Net Gross share Net
245,666 (188,746) 56,920 263,153 (219,741) 43,412
117,418 (71,603) 45,815 119,127 (64,713) 54,414
363,084 (260,349) 102,735 382,280 (284,454) 97,826

(360,026) 218,611 (141,415) (355,455) 234,650 (120,805)
738,020 (566,856) 171,164 432,128 (286,961) 145,167
(61,550) 36,682 (24,868) (95,869) 76,416 (19,453)
679,528 (571,912) 107,616 363,084 (260,349) 102,735
579,170 (506,533) 72,637 245,666 (188,746) 56,920
100,358 (65,379) 34,979 117,418 (71,603) 45,815
679,528 (571,912) 107,616 363,084 (260,349) 102,735
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13.4 Unearned premiums

Movement of unearned premiums during the years ended 31 December 2021 and 2020 was as follows:

For the year ended 31 December

Gross Reinsurers’ share Net
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
At the beginning of the year 245,387 279,970 (132,576) (161,320) 112,811 118,650
Premiums written during the year (Note 21) 900,083 867,911 (523,839) (496,553) 376,244 371,358
Premiums earned during the year (891,684) (902,494) 521,677 525,297 (370,007) (377,197)
At the end of the year 253,786 245,387 (134,738) (132,576) 119,048 112,811
13.5 Unexpired risk reserve
Movement of unexpired risk reserve during the years ended 31 December 2021 and 2020 was as follows:
For the year ended 31 December
Gross Reinsurers’ share Net
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
At the beginning of the year 2,181 1,109 7,804 9,573 9,985 10,682
Additions during the year 5,867 1,072 - - 5,867 1,072
Releases during the year - - (5,132) (1,769) (5,132) (1,769)
At the end of the year 8,048 2,181 2,672 7,804 10,720 9,985
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13.6 Mathematical reserves

Movement of mathematical reserves during the years ended 31 December 2021 and 2020 was as follows:

For the year ended 31 December

Gross Reinsurers’ share Net
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
At the beginning of the year 107,721 98,671 (92,932) (86,286) 14,789 12,385
New business 48,351 44,288 41,777) (38,783) 6,574 5,505
Other increases 4,514 4,135 (3,213) (3,045) 1,301 1,090
Deaths/maturities/surrenders (1,478) (1,354) 1,047 993 (431) (361)
Other releases (20,068) (38,019) 17,502 34,189 (2,566) (3,830)
At the end of the year 139,040 107,721 (119,373) (92,932) 19,667 14,789
13.7 Third party recoveries
Movement of third party recoveries during the years ended 31 December 2021 and 2020 was as follows:
For the year ended 31 December
Gross Reinsurers’ share Net
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
At the beginning of the year 3,620 4,222 (10,212) (16,321) (6,592) (12,099)
Additions during the year 3,262 3,038 (6,131) (6,229) (2,8609) (3,191)
Releases during the year (3,338) (3,640) 8,180 12,338 4,842 8,698
At the end of the year 3,544 3,620 (8,163) (10,212) (4,619) (6,592)
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13.8 Provision for default claims and refunds
Movement of Provision for default claims and refunds during the years ended 31 December 2021 and 2020 was as follows:

For the year ended 31 December

Gross Reinsurers’ share Net
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
At the beginning of the year 14,329 14,329 - - 14,329 14,329
Additions during the year - - - - - -
Releases during the year - - - - - -
At the end of the year 14,329 14,329 - - 14,329 14,329
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13.9 Sensitivity Table

The following table presents the sensitivity of the value of insurance contract liabilities disclosed in this note to movements in the assumptions used in the estimation of
insurance contract liabilities. For liabilities under long-term insurance contracts with fixed and guaranteed terms, changes in assumptions will not cause a change to the amount
of the liability, unless the change is severe enough to trigger a liability adequacy test adjustment. No losses arose in either 2021 or 2020, based on the results of the liability
adequacy test. The table below indicates the level of the respective variable that will trigger an adjustment and then indicates the liability adjustment required as a result of a
further deterioration in the variable.

The below table illustrates sensitivity details for liabilities under life insurance contracts.

OVERALL SENSITIVITY OF NET RESULTS

AED ¢000

Technical provisions category Pessimistic Best Optimistic

Estimate Estimate Estimate
Mortality assumption 21,825 19,667 17,476
Discount rate assumption 20,094 19,667 13,970
Expense assumption 19,720 19,667 19,448
Expense inflation assumption 19,734 19,667 19,444

. Pessimistic Best Optimistic
Sensitivities
Estimate Estimate Estimate

Mortality assumption increase mortality rates by 10% BE Mortality decrease mortality rates by 10%

Discount rate assumption

increase discount rates by 0.5%

BE discount rate

decrease discount rates by 0.5%

Expense assumption

increase expenses by 10%

BE expenses

decrease expenses by 10%

Expense inflation assumption

increase inflation by 0.5%

BE expense inflation

decrease inflation by 0.5%

There were no changes in the assumptions for mathematical reserves for the years ended 31 December 2021 and 2020.
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14 SEGMENT INFORMATION
Identification of reportable segments

Primary segment information

For management purposes, the Company is organised into business units based on its products and services and has two reportable operating segments as follows:
1. The general insurance segment, comprises motor, medical, marine, fire, property, liability, engineering and general accident.

2. The life segment includes group life, credit life and individual life.

These segments are the basis on which the Company reports its primary segment information to the Chief Operating Decision Maker. There are no transactions between the
business segments.

Segment results

General insurance Life insurance Total
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
(Restated) (Restated) (Restated)
UNDERWRITING INCOME
Gross written premium 655,993 585,277 244,090 282,634 900,083 867,911
Reinsurance premiums ceded (394,091) (351,550) (129,748) (145,003) (523,839) (496,553)
Net retained premium 261,902 233,727 114,342 137,631 376,244 371,358
Net change in unearned premium, mathematical reserve an
policyholders' reserve (6,299) 3,835 (104,950) (67,330) (111,249) (63,495)
Net earned premium 255,603 237,562 9,392 70,301 264,995 307,863
Gross commission earned 74,032 66,367 17,982 11,282 92,014 77,649
Total underwriting income 329,635 303,929 27,374 81,583 357,009 385,512
UNDERWRITING EXPENSES
Net claims incurred (136,335) (122,152) (15,548) (8,212) (151,883) (130,364)
Commission incurred (65,803) (53,179) (25,259) (52,720) (91,062) (105,899)
Administrative expenses (61,831) (61,941) (29,053) (33,077) (90,884) (95,018)
Other operational costs related to underwriting activities (30,665) (32,662) (7,741) (14,070) (38,400) (46,732)
Net movement in fair value of investments held for
unit linked products - - 34,678 17,263 34,678 17,263
Total underwriting expenses (294,634) (269,934) (42,923) (90,816) (337,557) (360,750)
Total underwriting (loss)/ income 35,001 33,995 (15,549) (9,233) 19,452 24,762
Net investment loss 5,429 (2,052)
Provision for doubtful debts (10,062) (23,271)
Board of directors’ remuneration (1,600) (3,375)
Profit/ (loss) for the year 13,219 (3,936)
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14 SEGMENT INFORMATION (continued)

Segment assets and liabilities

General insurance Life insurance Total
As at 31 As at 31 As at 31 As at 31 As at 31 As at 31
December December December December December December
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
(Restated) (Restated) (Restated)
ASSETS
Property and equipment 52,835 59,940 17,611 19,981 70,446 79,921
Intangible assets 5,198 4,240 9,376 12,521 14,574 16,761
Statutory deposit 6,000 6,000 4,000 4,000 10,000 10,000
Right-of-use assets 478 2,699 159 900 637 3,599
Investments securities 35,066 84,996 12,822 28,275 47,888 113,271
Unit linked assets - - 368,887 286,798 368,887 286,798
Reinsurance contract assets 629,558 344,363 201,956 143,902 831,514 488,265
Bank deposits with original maturities of more than
months 113,086 129,324 92,879 91,019 205,965 220,343
Insurance and other receivables 277,410 301,245 78,792 100,252 356,202 401,497
Cash and cash equivalents 68,911 3,856 22,970 1,286 91,881 5,142
Total assets 1,188,542 936,663 809,452 688,934 1,997,994 1,625,597
LIABILITIES
Provision for employees* end of service benefits 9,655 8,221 3,218 2,741 12,873 10,962
Insurance contract liabilities 858,287 558,527 246,962 181,890 1,105,249 740,417
Insurance and other payables 218,479 292,718 57,021 72,074 275,500 364,792
Payables to policyholders of unit linked products - - 368,887 286,798 368,887 286,798
Bank overdraft - 584 - - - 584
Total liabilities 1,086,421 860,050 676,088 543,503 1,762,509 1,403,553
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14 SEGMENT INFORMATION (continued)

Segment assets and liabilities (continued)

General insurance Life insurance Total

As at 31 Asat 31 As at 31 As at 31 As at 31 As at 31

December December December December December December

2021 2020 2021 2020 2021 2020

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

(Restated) (Restated) (Restated)

EQUITY

Share capital 230,939 230,939 100,000 100,000 330,939 330,939

Statutory reserve 16,187 14,865 - - 16,187 14,865

Special reserve 16,187 14,865 - - 16,187 14,865

Reinsurance reserve 3,728 1,758 1,157 508 4,885 2,266
Fair value reserve 1,590 (6,982) (1,434) (4,292) 156 (11,274)
Accumulated losses (166,510) (178,832) 33,641 49,215 (132,869) (129,617)

Total equity 102,121 76,613 133,364 145,431 235,485 222,044

Total liabilities and equity 1,188,542 936,663 809,452 688,934 1,997,994 1,625,597

The table presents the geographical distribution of gross written premiums

For the vear ended 31 December

2021 2020

AED’000 AED’000

United Arab Emirates 753,672 747,149
GCC 145,038 119,382
Others 1,373 1,380
900,083 867,911

The geographical segment disclosure is not applicable for non current assets. The Company does not have reliance on any single customer for generating revenue.
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15 INSURANCE AND OTHER RECEIVABLES

Due from policyholders and brokers
Due from insurance companies

Due from reinsurance companies

Provision for doubtful debts (due from policyholders, brokers, insurance
and reinsurance companies)

Due from related parties (Note 9)

Provision for doubtful debts — (Due from related parties) (Note 9)

Other receivables

Provision for doubtful debts (Note 13.1)

Advance paid for purchase of real estate properties (Note 9)*

Provision on advance paid for purchase of real estate properties (Note 9)*
Deferred acquisition cost (Note 15.2)

Prepaid expenses

Inside UAE
Due from policyholders and brokers

Due from insurance companies

Due from reinsurance companies

Provision for doubtful debts (due from policyholders, brokers, insurance
and reinsurance companies)

Due from related parties (Note 9)

Provision for doubtful debts — (Due from related parties) (Note 9)

Other receivables

Allowance for doubtful receivables (Note 13.1)

Advance paid for purchase of real estate properties (Note 9)*
Provision on advance paid for purchase of real estate properties (Note
9)*

Deferred acquisition cost (Note 15.2)

Prepaid expenses

Qutside UAE

Due from policyholders and brokers

Due from reinsurance companies

Provision for doubtful debts (due from policyholders, brokers, insurance
and reinsurance companies)

As at As at

31 December 31 December
2021 2020
AED’000 AED’000
(Restated)

280,295 295,225
22,595 24,722
23,422 26,555
(34,499) (24,849)
26,508 26,173
(26,310) (26,173)
292,011 321,653
38,946 54,582
271) -
36,500 36,500
(36,500) (36,500)
19,061 20,829
6,455 4,433
356,202 401,497
As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)

224,634 226,408
22,595 24,722
2,802 5,670
(22,578) (18,175)
26,508 26,173
(26,310) (26,173)
227,651 238,625
38,946 54,582
271) -
36,500 36,500
(36,500) (36,500)
19,061 20,829
6,455 4,433
291,842 318,469
As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)

55,661 68,817
20,620 20,885
(11,921) (6,674)
64,360 83,028
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15 INSURANCE AND OTHER RECEIVABLES (continued)

* The amount under the advance paid for real estate properties (AED 36.5 million) was represented as Investment
Properties with a carrying value in the books of AED 72.3 million in the audited financials for the year ended 31
December 2020. The said asset represent a purchased assets from related parties during the years 2013 and 2014. The
purchased assets comprise a 60 residential-unit in a single building and a plot of land of 150,000 square feet with
integrated infrastructure. For one of the assets, the agreement was entered in 2013 to purchase 150,000 square feet of
the land, which was reduced to 56,800 square feet and later amended to 78,900 square feet based on the instruction
from the former Chairman who was also the representative of the related party. The counterparties (related parties) to
the above transactions never fulfilled their obligations to the Company (the Buyer), and as a result the Company did
not obtain the title deeds nor obtain possession of the said asset. This has resulted in the incorrect recognition of fair
value gains of AED 35.8 million on investment properties in respect of which the Company never obtained possession
or legal title, and the misappropriation of advances amounting to AED 36.5 million paid to a related party towards the
acquisition of the investment properties. Accordingly, the Board of the Company decided to book a full provision
(AED 72.3 million) against the said assets and proceed with legal action against all involved parties, to recover
Company's rights, in accordance with the resolution of Shareholders Assembly Meeting held on 30 September 2021.

15.1 Provision for doubtful debts

As at As at
31 December 31 December
2021 2020
AED’000 AED’000
Balance at the beginning of the year 51,022 27,758
Provision during the year 10,062 23,271
Write off during the year 4) (7)
Balance at the end of the year 61,080 51,022
15.2 Deferred acquisition costs
As at As at
31 December 31 December
2021 2020
AED’000 AED’000
(Restated)
Balance at the beginning of the year 20,829 22,392
Commission paid during the year 89,294 104,336
Commission incurred during the year (91,062) (105,899)
Balance at the end of the year 19,061 20,829
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15 INSURANCE AND OTHER RECEIVABLES (continued)
15.3 Aging of total insurance and reinsurance receivables

15.3.1 Aging of insurance and reinsurance receivables — Total

As at 31 December 2021
Past Due by Number of Days
Not Yet Due <30 days 30-90 days 91 -180 days 181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 90,611 29,589 51,805 46,116 18,306 43,868 280,295
Due from insurance companies 1,382 1,128 1,015 1,739 2,756 14,575 22,595
Due from reinsurance companies 4,308 911 319 2,309 1,625 13,950 23,422
Total 96,301 31,628 53,139 50,164 22,687 72,393 326,312
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) (114) 57 (193) (55) (215) (33,865) (34,499)
Due from related parties (Note 9) 3 82 - 36 70 26,317 26,508
Provision for due from related parties - - - - - (26,310) (26,310)
TOTAL 96,190 31,653 52,946 50,145 22,542 38,535 292,011
As at 31 December 2020
Past Due by Number of Days
Not Yet Due <30days 30-90 days 91-180days 181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 103,019 34,007 26,865 45,359 25,798 60,177 295,225
Due from insurance companies 2,582 1,667 1,105 1,753 5,646 11,969 24,722
Due from reinsurance companies 6,035 1,033 2,021 735 1,902 14,829 26,555
Total 111,636 36,707 29,991 47,847 33,346 86,975 346,502
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) - - - - - (24,849) (24,849)
Due from related parties (Note 9) 113 4 61 134 258 25,603 26,173
Provision for due from related parties (113) (4) (61) (134) (258) (25,603) (26,173)
TOTAL 111,636 36,707 29,991 47,847 33,346 62,126 321,653
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15 INSURANCE AND OTHER RECEIVABLES (continued)
15.3 Aging of total insurance and reinsurance receivables (continued)

15.3.2 Aging of insurance and reinsurance receivables - Inside UAE

As at 31 December 2021
Past Due by Number of Days
Not Yet Due <30 days 30-90 days 91 -180 days 181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 86,022 13,697 36,686 31,888 14,365 41,976 224,634
Due from insurance companies 1,382 1,128 1,015 1,739 2,756 14,575 22,595
Due from reinsurance companies 50 50 11 - 441 2,250 2,802
Total 87,454 14,875 37,712 33,627 17,562 58,801 250,031
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) (70) (38) (150) an (148) (22,155) (22,578)
Due from related parties (Note 9) 3 82 - 36 70 26,317 26,508
Provision for due from related parties - - - - - (26,310) (26,310)
TOTAL 87,387 14,919 37,562 33,646 17,484 36,653 227,651
As at 31 December 2020
Past Due by Number of Days
Not Yet Due <30days 30-90 days 91-180days 181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 74,255 26,766 19,302 39,879 24,658 41,548 226,408
Due from insurance companies 2,582 1,667 1,105 1,753 5,646 11,969 24,722
Due from reinsurance companies 2,028 359 371 68 291 2,553 5,670
Total 78,865 28,792 20,778 41,700 30,595 56,070 256,800
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) - - - - - (18,175) (18,175)
Due from related parties (Note 9) 113 4 61 134 258 25,603 26,173
Provision for due from related party (113) 4) (61) (134) (258) (25,603) (26,173)
TOTAL 78,865 28,792 20,778 41,700 30,595 37,895 238,625
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15 INSURANCE AND OTHER RECEIVABLES (continued)
153 Aging of total insurance and reinsurance receivables (continued)

15.3.3 Aging of insurance and reinsurance receivables - Outside UAE

As at 31 December 2021
Past Due by Number of Days
Not Yet Due <30 days 30-90 days 91 -180 days  181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 4,589 15,892 15,118 14,229 3,941 1,892 55,661
Due from insurance companies - - - - - - -
Due from reinsurance companies 4,258 861 308 2,309 1,184 11,700 20,620
Total 8,847 16,753 15,426 16,538 5,125 13,592 76,281
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) (43) (19) (43) (38) (68) (11,710) (11,921)
TOTAL 8,804 16,734 15,383 16,500 5,057 1,882 64,360
As at 31 December 2020
Past Due by Number of Days
Not Yet Due <30days 30-90 days 91-180days 181-365 days > 365 days Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Due from policyholders and brokers 28,764 7,241 7,563 5,480 1,140 18,629 68,817
Due from insurance companies R - - - - - R
Due from reinsurance companies 4,007 674 1,650 666 1,611 12,277 20,885
Total 32,771 7,915 9,213 6,146 2,751 30,906 89,702
Provision for doubtful debts (due from policyholders, brokers, insurance and
reinsurance companies) - - - - - (6,674) (6,674)
TOTAL 32,771 7,915 9,213 6,146 2,751 24,232 83,028
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15 INSURANCE AND OTHER RECEIVABLES (continued)

Insurance receivables and due from reinsurance companies are summarised as follows.

As at 31 December 2021

Due from policyholders and brokers
Due from insurance companies

Due from reinsurance companies
Due from related parties (Note 9)
Total

As at 31 December 2020

Due from policyholders and brokers
(Restated)

Due from insurance companies

Due from reinsurance companies
Due from related parties (Note 9)
Total

16 INTANGIBLE ASSETS

Cost:

At 1 January 2020 (As previously reported)
Prior year adjustment (note 27 g)

At 1 January 2020 (Restated)

Additions

At 31 December 2020 (Restated)
Additions

At 31 December 2021

Accumulated Amortisation

At 1 January 2020 (As previously reported)
Prior year adjustment (note 27 g)

At 1 January 2020 (Restated)

Charge for the year

At 31 December 2020

Charge for the year

At 31 December 2021

Carrying amounts:
At 31 December 2020 (Restated)

At 31 December 2021

Neither past Past due
due nor Pas.t due.but and Total
. . not impaired . .
impaired impaired
AED’000 AED’000 AED’000 AED’000
90,611 165,012 24,672 280,295
1,382 21,213 - 22,595
4,308 9,287 9,827 23,422
3 195 26,310 26,508
96,304 195,707 60,809 352,820
Neither past due Past due but  Past due and
. . . . . . Total
nor impaired not impaired impaired
AED’000 AED’000 AED’000  AED’000
103,019 174,032 18,174 295,225
2,582 22,140 - 24,722
6,035 13,846 6,674 26,555
- - 26,173 26,173
111,636 210,018 51,021 372,675
Licensed
know-how fee Software Total
AED’000 AED’000 AED’000
- 16,906 16,906
19,108 - 19,108
19,108 16,906 36,014
- 53 53
19,108 16,959 36,067
- 4,199 4.199
19,108 21,158 40,266
- 8,677 8,677
4,000 - 4,000
4,000 8,677 12,677
4,000 2,629 6,629
8,000 11,306 19,306
3,464 2,922 6,386
11,464 14,228 25,692
11,108 5,653 16,761
7,644 6,930 14,574
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16 INTANGIBLE ASSETS (continued)

The Company had paid non refundable license fee in the year 2018 to utilise and access to know how of the customers
of a bank.

Intangible assets include internally generated software amounting to AED 11,143 thousand (31 December 2020 :
AED 11,143 thousand) and accumulated amortisation of AED 8,500 thousand (31 December 2020: AED 6,501
thousand). During the years ended 31 December 2021 and 2020, there were no additions or deletions to the internally

generated software.

17 INSURANCE AND OTHER PAYABLES

As at As3a1t
31 December

2021 December
2020
AED’000 AED’000
(Restated)
Trade payables 76,039 125,694
Due to insurance and reinsurance companies 121,457 142,669
Reinsurance premium reserve held 28,906 29,615
226,402 297,978

Other payables:
Unclaimed dividends 1,998 2,044
Accrued expenses and other payables 47,068 62,122
Lease liabilities (Note 22) 32 2,648
275,500 364,792

18 ADMINISTRATIVE EXPENSES
For the year ended 31 December

2021 2020
AED’000 AED’000
(Restated)
Staff costs (Note 18.1) 61,310 62,598
Depreciation and amortization 10,868 12,184
Maintenance charges 5,262 2,074
Telephone and communications 3,098 3,126
Rent on short term leases 2,002 2,851
Others 8,344 12,185
90,884 95,018

18.1 Staff costs

For the year ended 31 December

2021 2020

AED’000 AED’000

(Restated)

Salaries and allowances 47,825 51,315
Employees’ end of service benefits (Note 23) 3,081 3,607
Staff insurance 3,229 3,997
Other staff benefits 7,175 3,679
61,310 62,598

Average number of employees at 31 December 244 266
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18 ADMINISTRATIVE EXPENSES (continued)
18.2 The commitment for short term leases

The commitment for short term leases amount to AED 1,611 thousand for the year ended 31 December 2021 (31
December 2020: AED 3,027 thousand).

19 OTHER OPERATIONAL EXPENSES RELATING TO UNDERWRITING ACTIVITIES

For the year ended 31 December

2021 2020

AED’000 AED’000

(Restated)

Producer salaries and incentive 26,924 29,274
Third party administration fees 9,186 9,618
Other expenses 2,296 7,840
38,406 46,732

20 NET INVESTMENT INCOME / (LOSS )

For the year ended 31 December

2021 2020

AED’000 AED’000

(Restated)

Interest income 6,530 8,054
Other investment income/(loss):

Dividend income 527 742

Realised gains on sale of investments at FVTPL 2,917 852

Unrealised loss on investments at FVTPL (978) (9,805)

Investment management expenses (3,394) (1,662)

Others (173) (233)

Other investment loss (1,101) (10,106)

Net investment income / (loss) 5,429 (2,052)
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21 NET INSURANCE PREMIUM REVENUE

General Life Total
2021 2020 2021 2020 2021 2020
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
(Restated) (Restated) (Restated)
Gross written premiums
Gross written premiums 655,993 585,277 244,090 282,634 900,083 867,911
Change in unearned premiums (Note 13.5) (8,324) 34,906 (75) (322) (8,399) 34,584
Change in mathematical reserve (Note 13.7) - - (31,319) (9,051) (31,319) (9,051)
Amount invested by policyholders - - (107,928) (92,995) (107,928) (92,995)
Movement in reserve for unit linked products - - (34,678) (17,263) (34,678) (17,263)
647,669 620,183 70,090 163,003 717,759 783,186
Reinsurance premiums ceded
Reinsurance premiums ceded (394,091) (351,550) (129,748) (145,003) (523,839) (496,553)
Change in unearned premiums (Note 13.5) 2,024 (31,071) 138 2,329 2,162 (28,742)
Change in mathematical reserve (Note 13.7) - - 26,441 6,646 26,441 6,646
Reinsurance share of amount invested by
policyholders - - 42,471 43,326 42,471 43,326
(392,067) (382,621) (60,698) (92,702) (452,765) (475,323)
Net insurance premium revenue 255,602 237,562 9,392 70,301 264,994 307,863

Insurance contracts premium includes AED 23,279 thousand (31 December 2020: AED 18,753 thousand) of reinsurance premium accepted.
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22 LEASES

(i) Amounts recognised in the statement of financial position

The statement of financial position shows the following amounts relating to leases:

Right-of-use assets — office premises

Balance at the beginning of the year
Depreciation expense for the year

Balance at the end of the year

Lease liabilities (Note 17)

Movement of lease liabilities during the year was as follows:

At 1 January

Accrued interest
Payments during the year
At 31 December

As at As at
31 December 31 December
2021 2020
AED’000 AED’000
3,599 7,680
(2,962) (4,081)
637 3,599
As at As at
31 December 31 December
2021 2020
AED’000 AED’000
2,648 6,636
110 339
(2,726) (4,327)
32 2,648

The incremental borrowing rate used for calculation of lease liabilities is 6.7% for the year ended 31 December 2021

(31 December 2020: 6.7 %)

Lease liabilities were classified in the statement of financial position as follows:

Non-current portion
Current portion

(ii)  Amounts recognised in the statement of income

Right-of-use assets

Depreciation charged to general and administration
expenses

As at As at

31 December 31 December
2021 2020
AED’000 AED’000

- 32

32 2,616

32 2,648

For the vear ended 31 December

2021 2020
AED’000 AED’000
2,962 4,081
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22 LEASES (continued)
Lease liabilities
For the year ended 31 December

2021 2020
AED’000 AED’000
Interest expense on lease liabilities 110 339

The total cash outflow for leases during the year ended 31 December 2021 was AED 2,726 thousands (31 December 2020:
AED 4,327 thousands).

23 PROVISION FOR EMPLOYEES' END OF SERVICE BENEFITS

As at As at

31 December 31 December

2021 2020

AED’000 AED’000

Balance at the beginning of the year 10,962 8,618
Charge for the year (Note 18.1) 3,081 3,607
Payments during the year (1,170) (1,263)
Balance at the end of the year 12,873 10,962

24 SOCIAL CONTRIBUTIONS

The Company did not make any social contributions during the year ended 31 December 2021 (2020: Nil).
25 RISK MANAGEMENT

25.1 Insurance risk

The risk under any one insurance contract is the possibility that the insured event occurs and the uncertainty of the
amount of the resulting claim. By the very nature of an insurance contract, this risk is random and therefore
unpredictable. The Company writes general, medical and life insurance contracts. General insurance contracts of the
Company include Liability, Property, Motor, Fire, Marine, General accident and Engineering insurance contracts.
Medical insurance contracts include both individual and group medical insurance contracts. Life insurance contracts
include group, Individual Life and credit life insurance contracts.

The principal risk the Company faces under insurance contracts is that the actual claims and benefit payments or the
timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, actual
benefits paid and subsequent development of long-term claims. Therefore, the objective of the Company is to ensure
that sufficient reserves are available to cover these liabilities.

Risk management framework

The Board of Directors has overall responsibility for the establishment and oversight of the Company's risk
management framework. The Board has established the Audit and Risk Management Committee, which is responsible
for developing and monitoring the Company's risk management framework. The Committee reports regularly to the
Board of Directors on its activities related to Risk Management framework and further developments. The primary
purpose of Risk Management framework is to protect the shareholders from events that deter the sustainable
achievement of the set financial/performance objective.

The Company's risk management policies are established to identify and analyse the risks faced by the Company, to
set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and
systems are reviewed regularly to reflect changes in market conditions and the Company's activities. The Risk
Management principles are embedded in Company’s operational and financial processes and further
mitigation/controls are implemented for effective Internal Risk Management framework in the functional processes.

66



Union Insurance Company P.J.S.C.

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

(continued)

25 RISK MANAGEMENT (continued)
251 Insurance risk (continued)

Risk management framework (continued)

The Company's Audit and Risk Management Committee oversees how management monitors compliance with the
Company's risk management policies and procedures and reviews the adequacy of the risk management framework
in relation to the risks faced by the Company. The Company's Audit and Risk Management Committee is assisted in
its oversight role by Internal Audit and Risk functions.

The Company does not foresee any material impact to its business and operations due to possible climate change
effect in the near future. The Company will, however, be collating necessary data to monitor the possible effect on a
periodic basis going forward.

Two key elements of the Company's insurance risk management framework are its underwriting strategy and
reinsurance strategy, as discussed below.

Underwriting strategy

The Company's underwriting strategy is to build balanced portfolios based on a large number of similar risks. This
reduces the variability of the portfolio's outcome.

The underwriting strategy is set out by the Company that establishes the classes of business to be written, the territories
in which business is to be written and the industry sectors in which the Company is prepared to underwrite. This
strategy is cascaded by the business units to individual underwriters through detailed underwriting authorities that set
out the limits that any one underwriter can write by line size, class of business, territory and industry in order to ensure
appropriate risk selection within the portfolio.

Business selection is part of Company’s underwriting procedures/guidelines whereby premiums are charged based
on the assessment and type of the risks. Other factors such as risk inspections, mortality, persistency and current
market trends are also considered in the risk underwriting and premium calculation.

Reinsurance strategy

The Company’s reinsurance arrangements include proportional, non-proportional, excess of loss and catastrophe
coverage. The Company reinsures a portion of the insurance risks it underwrites in order to control its exposure to
losses and protect capital resources.

The Company has a Reinsurance department that is responsible to arrange reinsurance arrangement as per the annual
business plans and also for setting the minimum-security criteria for acceptable reinsurance and monitoring the
purchase of reinsurance by the business units against those criteria. The department monitors developments in
the reinsurance programme and its ongoing adequacy. As a proactive measure and part of Risk Management
framework, the reinsurers securities rating is monitored for any downgrade from credit risk perspective. The
reinsurance regulations issued by the CBUAE are also incorporated in the Reinsurance strategy.

The Company enters into a combination of proportionate and non-proportionate reinsurance treaties to reduce the net
exposure to the Company. In addition, underwriters are allowed to buy facultative reinsurance in certain specified
circumstances.

25.1.1 Frequency and severity of claims

The Company manages risks through its underwriting strategy, adequate reinsurance arrangements and proactive
claims handling. The underwriting strategy attempts to ensure that the underwritten risks are well diversified in terms
of type and amount of risk, industry and geography. Underwriting limits are in place to enforce appropriate risk
selection criteria.

The Company has the right not to renew individual policies, to re-price the risk, to impose deductibles and to reject
the payment of a fraudulent claim. Insurance contracts also entitle the Company to pursue third parties for payment
of some or all costs (for example, subrogation). Furthermore, the Company’s strategy limits the total exposure to any
one territory and the exposure to any one industry.
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25.1.1 Frequency and severity of claims (continued)

The reinsurance arrangements include excess and catastrophe coverage. The effect of such reinsurance arrangements
is that the Company should not suffer net insurance losses of a set minimum limit of AED 1,000 thousand (31
December 2020 : 1,000 thousand) in any one event. The Company has survey units dealing with the mitigation of
risks surrounding claims. This unit investigates and recommends ways to improve risk claims. The risks are frequently
reviewed individually and adjusted to reflect the latest information on the underlying facts, current law, jurisdiction,
contractual terms and conditions, and other factors. The Company actively manages and pursues early settlements of
claims to reduce its exposure to unpredictable developments.

25.1.2 Sources of uncertainty in the estimation of future claim payments

Claims on insurance contracts are payable on a claims-occurrence basis. The Company is liable for all insured events
that occurred during the term of the contract, even if the loss is discovered after the end of the contract term. As a
result, certain claims are settled over a long period of time and element of the claims provision includes incurred but
not reported claims (IBNR). The estimation of IBNR is generally subject to a greater degree of uncertainty than the
estimation of the cost of settling claims already notified to the Company, where information about the claim event is
available. IBNR claims may not be apparent to the insured until many years after the event that gave rise to the claims.
For some insurance contracts, the IBNR proportion of the total liability is high and will typically display greater
variations between initial estimates and final outcomes because of the greater degree of difficulty of estimating these
liabilities. In estimating the liability for the cost of reported claims not yet paid, the Company considers information
available from loss adjusters and information on the cost of settling claims with similar characteristics in previous
periods. Large claims are assessed on a case-by-case basis or projected separately in order to allow for the possible
distortive effect of their development and incidence on the rest of the portfolio. In estimating the liability for claims
incurred but not reported, the Company involves an independent external appointed actuary.

The estimated cost of claims includes direct expenses to be incurred in settling claims, net of the expected subrogation
value and other recoveries. The Company takes all reasonable steps to ensure that it has appropriate information
regarding its claims’ exposures. However, given the uncertainty in establishing claims provisions, it is possible that
the final outcome will prove to be different from the original liability established. The amount of insurance claims is
in certain cases sensitive to the level of court awards and to the development of legal precedent on matters of contract
and tort.

Where possible, the Company adopts multiple techniques to estimate the required level of provisions. This provides
a greater understanding of the trends inherent in the experience being projected. The projections given by the various
methodologies also assist in estimating the range of possible outcomes. The most appropriate estimation technique is
selected taking into account the characteristics of the business class and the extent of the development of each accident
year.

In calculating the estimated cost of unpaid claims (both reported and not), the Company’s estimation techniques are
a combination of loss-ratio-based estimates and an estimate based upon actual claims experience using predetermined
formulae where greater weight is given to actual claims experience as time passes. The initial loss-ratio estimate is
an important assumption in the estimation technique and is based on previous years’ experience, adjusted for factors
such as premium rate changes, anticipated market experience and historical claims inflation.
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25.1.2 Sources of uncertainty in the estimation of future claim payments (continued)

The loss ratios for the current and prior year, before and after reinsurance are summarised below by type of risk:

31 December 2021 31 December 2020
Type of risk Gross loss ratio  Net loss ratio  Gross loss ratio Net loss ratio
General insurance 87% 53% 43% 51%
Life insurance 116% 35% 40% 9%

Based on the simulations performed, the impact on profit of a change of 1% in the loss ratio for both gross and net of
reinsurance recoveries would be as follows:

2021 2020
Gross Net Gross Net
AED’000 AED’000 AED’000 AED’000

Impact of an increase of 1% in loss ratio 7,524 2,997 8,004 3,251
Impact of a decrease of 1% in loss ratio (7,524) (2,997) (8,004) (3,251)

25.1.3 Process used to determine the assumptions

The process used to determine the assumptions for calculating the outstanding claim reserve is intended to result in
neutral estimates of the most likely or expected outcome. The sources of data used as inputs for the assumptions are
internal, using detailed studies that are carried out quarterly. The assumptions are checked to ensure that they are
consistent with observable market practices or other published information.

The nature of the business makes it very difficult to predict with certainty the likely outcome of any particular claim
and the ultimate cost of notified claims. Each notified claim is assessed on a separate, case by case basis with due
regard to the claim circumstances, information available from loss adjusters and historical evidence of the size of
similar claims.

Case estimates are reviewed regularly and are updated as and when new information arises.

The provisions are based on information currently available. However, the ultimate liabilities may vary as a result of
subsequent developments or if catastrophic events occur. The impact of many of the items affecting the ultimate costs
of the loss is difficult to estimate.

The provision estimation difficulties also differ by class of business due to differences in the underlying insurance
contract, claim complexity, the volume of claims and the individual severity of claims, determining the occurrence
date of a claim, and reporting lags.

The method used by the Company for calculating the provision of IBNR takes into account historical data, past
estimates and details of the reinsurance programme, to assess the expected size of reinsurance recoveries. The
methods more commonly used are the chain-ladder (“CL”), expected loss ratios (“ELR”) and the Bornhuetter-
Ferguson (“BF”)methods.

Chain-ladder methods may be applied to premiums, paid claims or incurred claims (for example, paid claims plus
case estimates). The basic technique involves the analysis of historical claims development factors and the selection
of estimated development factors based on this historical pattern. The selected development factors are then applied
to cumulative claims data for each accident year that is not yet fully developed to produce an estimated ultimate
claims cost for each accident year.
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25.1.3 Process used to determine the assumptions (continued)

Chain-ladder techniques are most appropriate for those accident years and classes of business that have reached a
relatively stable development pattern. Chain-ladder techniques are less suitable in cases in which the insurer does not
have a developed claims history for a particular class of business.

The Bornhuetter-Ferguson method uses a combination of a benchmark or market- based estimate and an estimate
based on claims experience. The former is based on a measure of exposure such as premiums; the latter is based on
the paid or incurred claims to date. The two estimates are combined using a formula that gives more weight to the
experience-based estimate as time passes. This technique has been used in situations in which developed claims
experience was not available for the projection (recent accident years or new classes of business).

The choice of selected results for each accident year of each class of business depends on an assessment of the
technique that has been most appropriate to observed historical developments. In certain instances, this has meant
that a weighted average of different techniques have been selected for individual accident years or groups of accident
years within the same class of business. The Company has an internal actuary and independent external actuaries are
also involved in the valuation of technical reserves of the Company and has used historical data for the past 9 years.

The assumptions used for the life insurance contracts disclosed in this note are as follows:

Mortality
An appropriate base table of standard mortality is chosen depending on the type of contract. An investigation into

Company’s experience over the most recent three years is performed, and statistical methods are used to adjust the
rates reflected in the table to a best estimate of mortality for that year. Where data is sufficient to be statistically
credible, the statistics generated by the data are used without reference to an industry table. For contracts insuring
survivorship, an allowance is made for future mortality improvements based on trends identified in the data and in
the continuous mortality investigations performed by independent actuarial bodies.

Morbidity
The rate of recovery from disability is derived from industry experience studies, adjusted where appropriate for the
Company’s own experience.

An analysis of sensitivity around various scenarios provides an indication of the adequacy of the Company’s
estimation process. The Company believes that the liability for claims reported in the statement of financial position
is adequate.

However, it recognises that the process of estimation is based upon certain variables and assumptions which could
differ when claims are finally settled.
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25.14 Changes in assumptions and sensitivity analysis
This table illustrates assumptions used for IBNR calculation

The loss origin is the accident quarter in which the loss is reported.

Year 2021 2020
IBNR Assumption Weighting Loss Loss Weighting Loss Loss
Line of Business CL/ELR | BF origins Ratios CL/ELR | BF origins Ratios
Aviation 50% 50% 2 30% 75% 25% 2 45%
Engineering 75% 25% 2 75% 50% 50% 2 90%
Fire 50% 50% 2 60% 50% 50% 2 80%
General Accident 0% 100% - 25% 100% 0% 2 33%
Liability 75% 25% 2 30% 75% 25% 2 40%
Marine Cargo 0% 100% - 100% 0% 100% - 60%
Marine Hull 50% 50% 2 115% 50% 50% 2 108%
Group Life 0% 100% - 50% 0% 100% - 25%
Credit Life 50% 50% 2 30% 100% 0% 2 15%
Medical Others 100% 0% 2 60% 50% 50% 2 55%
Medical Pentacare 100% 0% 2 65% 100% 0% 2 65%
Medical Nextcare 50% 50% 2 68% 100% 0% 2 68%
Medical NAS 0% 100% - 65% 25% 75% 2 65%
Motor TPL 100% 3 45% 0% 100% - 45%
Motor Comprehensive 100% 0% 3 60% 50% 50% 2 65%
Motor Comprehensive Cat 100% 0% 2 1% 100% 0% 2 1%
This table illustrates the assumptions used for mathematical reserve and non unit reserve calculation
Individual
Assumption Life Term Assurance | Credit Life Unit-Linked
110% RI 100% RI
Mortality rates 100% A67-70 80% A67-70 Rates
Interest Rate 1% pa 1% pa 1% pa 1% pa
Renewal Expenses AED 230 - - AED 230
Inflation 5% pa - - 5% pa
Unit Fund Growth - - - 3% pa
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25.1.4 Changes in assumptions and sensitivity analysis (continued)

The following changes in IBNR assumptions have been made between the years ended 31 December 2020 and 31

December 2021.

e Adding one year of data
e Changing the loss ratio

e Changing the number of origins used for the ELR method

o Changing the weights applied to each tail method
e Changing the outlier percentage
e Changing the development factor

The following table shows the impact of Changes in IBNR assumptions relating to major lines of business:

2021 Motor Medical Credit Life Fire General Accident

AED’000 AED’000 AED’000 AED’000 AED’000
IBNR at the beginning of the
year 26,937 9,635 1,719 3,336 1,623
Change in data (7,792) (4,451) (1,960) 529 2,105
Loss ratio (1,164) 656 2,348 (1,269) (688)
Expected loss ratio origins 1,071 - - - -
Method weights 2,263 1,989 (53) - (246)
Selected development 4,017) (706) (265) - (272)
IBNR at the end of the year 17,298 7,123 1,789 2,596 2,522

General

2020 Motor Medical Credit Life Fire Accident

AED’000 AED’000 AED’000 AED’000 AED’000
IBNR at the beginning of the
year 36,653 9,342 1,843 2,048 2,015
Change in data (5,438) 1,879 (819) 1,998 (492)
Loss ratio 636 (442) - - (113)
Expected loss ratio origins - - 631 - -
Method weights 4,645 686 - - (699)
Outlier % 125 80 6 (92) 26
Selected development (9,684) (1,910) 58 (618) 886
IBNR at the end of the year 26,937 9,635 1,719 3,336 1,623

The following table shows sensitivity impact on general insurance contracts:
OVERALL SENSITIVITY OF NET RESULTS
AED “000
TECHNICAL PROVISIONS
CATEGORY PESSIMISTIC BEST OPTIMISTIC
ESTIMATE ESTIMATE ESTIMATE

IBNR and IBNER 55,841 34,979 30,777
ULAE 8,431 6,974 6,657
AURR 13,697 10,720 7,933
SUBTOTAL 77,969 52,673 45,367
OTHER TECHNICAL PROVISIONS 166,930 166,930 166,930
GRAND TOTAL 244,899 219,603 212,297
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25.1.4 Changes in assumptions and sensitivity analysis (continued)

Sensitivities PESSIMISTIC BEST OPTIMISTIC
ESTIMATE ESTIMATE ESTIMATE
IBNR and IBNER increase NLR by 5% Best estimate NLR | decrease NLR by 5%
ULAE increase NLR by 5% Best estimate NLR | decrease NLR by 5%
AURR increase NLR by 5% Best estimate NLR | decrease NLR by 5%
increase AER by 2% Best estimate AER | decrease AER by 2%

25.2 Financial risk

The Company is exposed to a range of financial risks through its financial assets, financial liabilities, reinsurance
assets and insurance liabilities. In particular, the key financial risk is that in the long-term its investment proceeds are
not sufficient to fund the obligations arising from its insurance contracts. The most important components of this
financial risk are credit risk, liquidity risk, market risk (which includes: foreign currency risk, equity and debt price
risk and interest rate risk) and operational risk.

25.2.1 Credit risk

Credit risk is the risk that one party to a financial instrument will cause a financial loss to the other party by failing to
discharge an obligation. Compliance with the policy is monitored and exposures and breaches are regularly reviewed
by the Risk department for pertinence and for changes in the risk environment and further is reviewed by the Chief
Financial Officer.

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

e reinsurance contract assets;

e insurance receivables;

e other receivables;

e investment securities - debt;

e bank deposits with original maturities of more than three months;
e statutory deposit; and

e cash and cash equivalents

To minimise its exposure to significant losses from reinsurer insolvencies, the Company evaluates the financial
condition of its reinsurers and monitors concentrations of credit risk arising from similar geographic regions, activities
or economic characteristics of the reinsurers. Reinsurance is placed with reinsurers’ approved by the management,
which are generally international reputed companies. For reinsures, only independently rated reinsurers with a
minimum rating of B+ and other equivalent rating as per CBUAE stipulation are accepted.

At each reporting date, management performs an assessment of creditworthiness of reinsurers and updates the
reinsurance strategy, ascertaining suitable allowance for impairment if required.

The Company maintains records of the payment history for significant contract holders with whom it conducts regular
business. The exposure to individual counterparties is also managed by other mechanisms, such as the legal right of
offset where counterparties are both debtors and creditors of the Company. Management information reported to the
Company includes details of provisions for impairment on insurance and other receivables and subsequent write-offs.
Exposures to individual policyholders and groups of policyholders are mitigated by ongoing credit evaluation of their
financial condition. Where there exists significant exposure to individual policyholders, or homogenous groups of
policyholders, a financial analysis equivalent to that conducted for reinsurers is carried out by the Company.

The Company assesses on a forward looking basis the expected credit losses associated with its financial assets carried
at amortized cost. The impairment methodology applied depends on whether there has been a significant increase in
credit risk. A significant increase in credit risk is presumed if a debtor is more than 30 days past due in making a
contractual payment. Financial assets are written off when there is no reasonable expectation of recovery, such as a
debtor failing to engage in a repayment plan with the Company. The insurance receivables and other receivables are
unrated.
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25.2.1 Credit risk (continued)

The Company considers any financial assets measured at amortised overdue for more than 90 days to be in default
and are accordingly fully provided for.

Management has established limits so that, at any time, less than 10% of the outstanding balances/ transactions are
with any individual counterparty.

The credit risk on deposits with banks with original maturities of more than three months, statutory deposits and bank
balances and cash is limited because the counterparties are licensed banks with sound financial positions.

The Company monitors concentrations of credit risk by sector and by geographic location. An analysis of
concentrations of credit risk at the reporting date is shown below:

Bank balances, statutory Insurance and other
deposit and debt investment receivables
2021 2020 2021 2020

AED’000 AED’000 AED’000 AED’000

Carrying amount 324,296 257,603 391,764 427,257

Concentration by sector

- Financial institution / Reinsurance companies - - 59,382 82,426
- Banks 324,296 257,603 24,855 15,866
- Real estate - - 11,902 16,291
- Service - - 46,922 52,767
- Others - - 248,703 259,907
Total carrying amount 324,296 257,603 391,764 427,257
Concentration by location

- UAE 290,448 225,207 289,801 339,131
- GCC 33,783 32,396 61,062 68,595
- Other Arab Countries - - 6,515 7,333
- Asian Countries - - 1,046 4,152
- European Countries - - 5,564 7,831
- Others 65 - 27,776 215
Total carrying amount 324,296 257,603 391,764 427,257

The above classes of financial instruments provide the best representation for the Company's maximum exposure to
credit risk at the end of the year.

The concentrations by location for insurance and other receivables and reinsurance contract assets are measured based
on the residential status of the counter parties. The concentration by location for non-trading investments is measured
based on the location of the issuer of the security.
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25.2 Financial risk (continued)

25.2.1 Credit risk (continued)

There is no significant concentration of credit risk with respect to cash and bank balances (including bank deposits and
statutory deposit), as the Company holds cash accounts in a large number of financial institutions. The table below presents

an analysis of bank balances and cash and fixed deposits by rating agency designation at the end of the reporting year based
on Moody’s rating or its equivalent for the main banking relationships:

2021 2020

AED’000 AED’000

Aa3 258 873
Al 91,157 34,760
Baal 30,680 60,980
Bal 140,838 94,036
B1 19,642 18,914
Not rated 25,221 25,872
307,846 235,485

The Company has fixed deposits in a financial institution which is not rated. Based on the past experience with the
financial institution, the management considers this deposit with a sound credit rating and thus, the impact of any
expected credit losses is not significant.

The Company is also exposed to credit risk in relation to debt investments that are measured at fair value through profit or loss.
The maximum exposure at the end of the reporting period is the carrying amount of these investments amounting to AED
16,450 thousand (31 December 2020 : AED 22,118 thousand)

There are no collaterals against the debt instrument.

For all classes of financial assets held by the Company, the maximum credit risk exposure to the Company is the
carrying value as disclosed in the financial statements at the reporting date.

25.2.2 Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability
of funding through an adequate amount of committed credit facilities to meet obligations when due and to close out
market positions. Due to the dynamic nature of the underlying business, the Company’s finance department maintains
flexibility in funding by maintaining availability under committed credit lines.

Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its financial
liabilities. Liquidity requirements are monitored on a daily basis and management ensures that sufficient funds are
available to meet any commitments as they arise.
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25.2.2 Liquidity risk (continued)

Maturity profiles

The maturity profile is monitored by management to ensure adequate liquidity is maintained. The table below
summarises the maturity profile of the Company’s financial assets, financial liabilities, unearned premiums, third
party recoveries and provision for default claims and refunds (within insurance contract liabilities and reinsurance
contract assets) and unit linked reserves which are based on remaining undiscounted contractual cash flows and
unallocated loss adjustment expense reserve, unexpired risk reserve, mathematical reserves, claims reported unsettled
and claims incurred but not reported (within insurance contract liabilities and reinsurance contract assets) which are
based on their expected cash flows.

As at 31 December 2021
Carrying Less than 1 No maturity
amount year 1to5 years Over 5 years date Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000

Assets

Statutory deposit 10,000 - - - 10,000 10,000
Investment securities

Financial assets at fair value

through profit or loss 47,871 11,102 11,956 - 24,813 47,871
Financial assets at fair value

through other comprehensive

income 17 - - - 17 17
Unit linked assets 368,887 - 57,247 311,640 - 368,887
Reinsurance contract assets 831,514 454,251 203,254 174,009 - 831,514
Bank deposits with original

maturities of more than three

months 205,965 189,204 16,761 - 205,965
Deferred acquisition costs 19,061 19,061 - - - 19,061
Insurance and other receivables

(excluding prepayments and

deferred acquisition costs) 330,686 330,686 - - - 330,686
Cash and cash equivalents 91,881 91,881 - - - 91,881
Total 1,905,882 1,096,185 289,218 - 485,649 34,830 1,905,882
Liabilities
Insurance contract liabilities 1,105,249 623,339 267,890 214,020 - 1,105,249
Payable to policyholders of
unit-linked products 368,887 - 57,247 311,640 - 368,887
Insurance and other payables

(excluding lease liabilities) 275,468 275,468 - - - 275,468
Lease liabilities 32 32 - - - 32
Total 1,749,636 898,839 325,137 525,660 - 1,749,636
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Maturity profiles (continued)

As at 31 December 2020

Carrying Less than 1 No maturity
amount year 1toS5years Over 5 years date Total
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
Assets
Statutory deposit 10,000 - - - 10,000 10,000
Investment securities
Financial assets at fair value
through profit or loss 106,384 7,109 14,083 2,000 83,192 106,384
Financial assets at fair value
through other comprehensive
income 6,887 - - - 6,887 6,887
Unit linked assets 286,798 - 25,995 260,803 - 286,798
Reinsurance contract assets 488,265 263,730 107,892 116,643 - 488,265
Bank deposits with original
maturities of more than three
months 220,343 186,957 33,386 - 220,343
Deferred acquisition costs 20,829 20,829 - - - 20,829
Insurance and other receivables
(excluding prepayments and
deferred acquisition costs) 376,235 376,235 - - - 376,235
Cash and cash equivalents 5,142 5,142 - - - 5,142
Total 1,520,883 860,002 181,356 - 379,446 100,079 1,520,883
Liabilities
Insurance contract liabilities 740,417 421,547 166,641 152,229 - 740,417
Payable to policyholders of
unit-linked products 286,798 - 25,995 260,803 - 286,798
Insurance and other payables
(excluding lease liabilities) 362,144 362,144 - - - 362,144
Lease liabilities 2,648 2,725 32 - - 2,757
Bank overdraft 584 584 584
Total 1,392,591 787,000 192,668 413,032 - 1,392,700
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25.2.3 Market risk

Market risk is the risk that the fair value or the future cashflows of a financial instrument will fluctuate as a result of
changes in market prices, whether those changes are caused by factors specific to the individual security, or its issuer,
or factors affecting all securities traded in the market. The Company’s market risks arise from open positions in (a)
foreign currencies (b) interest bearing and (c) price risk assets and liabilities, to the extent they are exposed to general
and specific market movements. Management sets limits on the exposure to currency and interest rate risk that may
be acceptable, which are monitored on a regular basis. However, the use of this approach does not prevent losses
outside of these limits in the event of more significant market movements. The unit linked contracts have not been
considered for sensitivity of market risk and as these are merely passed through contracts.

Sensitivities to market risks included below are based on a change in one factor while holding all other factors
constant. In practice, this is unlikely to occur, and changes in some of the factors may be correlated - for example,
credit spreads, changes in interest rate and changes in foreign currency rates.

Market risk drivers include equity prices, credit spreads, foreign exchange rates and interest rates. The Company
limits market risk by maintaining a diversified portfolio and by continuous monitoring of developments in local equity
and bond markets. In addition, the Company actively monitors the key factors that affect stock and bond market
movements, including analysis of the operational and financial performance of investees.

25.2.3.1 Foreign currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange
rates and arises from financial instruments denominated in a foreign currency. The Company’s functional currency is

the UAE Dirham.

The Company has also exposures in USD, to which the AED is pegged and the Company’s exposure to currency risk
is limited to that extent.

25.2.3.2 Interest rate risk

Interest rate risk is the risk that the value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.

The Company's exposure to interest rate risk relates to its bank deposits. At 31 December 2021, bank deposits carry
fixed interest rates ranging from 0.15% to 8.5% per annum (31 December 2020: 0.68% to 8.5% per annum) and
therefore not exposed to cashflow interest rate risk.
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25.2.3 Market risk (continued)

25.2.3.3 Price risk

Price risk is the risk that the fair value of financial instruments will fluctuate because of changes in market prices
(other than those arising from interest rate risk or currency risk), whether those changes are caused by factors specific
to the individual financial instrument or its issuer, or factors affecting all similar financial instruments traded in the
market.

The Company’s price risk exposure relates to financial assets and financial liabilities whose values will fluctuate as
a result of changes in market prices. The Company’s equity price risk policy requires it to manage such risks by
setting and monitoring objectives and constraints on investments, diversification plans, sector and market. The fair
values of financial assets are not different from their carrying values.

Sensitivities

The table below shows the results of sensitivity testing on the Company’s profit or loss and other comprehensive
income by type of business. The sensitivity analysis indicates the effect of changes in price risk factors arising from
the impact of the changes in these factors on the Company’s investments:

10% increase in price 10% decrease in price
FVTPL FVTOCI FVTPL FVTOCI
AED’000 AED’000 AED’000 AED’000
2021
Quoted debt investments 1,645 - (1,645) -
Quoted equity investments 2,024 2 (2,024) 2)
Investment in funds 736 (736)
Unquoted equity investments 382 - (382) -
2020
Quoted debt investments 2,212 - (2,212) -
Quoted equity investments 7,179 659 (7,179) (659)
Investment in funds 508 - (508) -
Unquoted equity investments 740 30 (740) (30)

25.3 Operational risk

Operational risk is the risk of loss arising from system failure, human error, fraud or external events. When controls
fail to perform, operational risks can cause damage to reputation, have legal or regulatory implications or can lead to
financial loss.

The Company cannot expect to eliminate all operational risks, but by initiating a rigorous control framework and by
monitoring and responding to potential risks, the Company is able to manage the risks.

The Company has detailed systems and procedures manuals with effective segregation of duties, access controls,
authorisation and reconciliation procedures, staff training and assessment processes etc. with a focus on compliance
and internal audit framework. Business risks such as changes in environment, technology and the industry are
monitored through the Company’s strategic planning and budgeting process.
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25.4 Classification of financial assets and liabilities

(a) The table below sets out the Company’s classification of each class of financial asset and liability and their
carrying amounts as at 31 December 2021:

Amortised
FVTPL FVTOCI cost Total
AED’000 AED’000 AED’000 AED’000

Financial assets:

Cash and cash equivalents - - 91,881 91,881
Bank deposits with original maturities of more

than three months - - 205,965 205,965
Statutory deposit - - 10,000 10,000
Investment securities 47,871 17 - 47,888
Insurance and other receivables - - 356,202 356,202
Unit linked assets 355,533 - 13,354 368,887
Total 403,404 17 677,402 1,080,823
Financial liabilities:
Insurance and other payables - - 275,500 275,500
Payables to policyholders of unit linked
products 355,533 - 13,354 368,887
Bank overdraft - - - -
Total 355,533 - 288,854 644,387

(b) The table below sets out the Company’s classification of each class of financial asset and liability and their

carrying amounts as at 31 December 2020:
Amortised
FVTPL FVTOCI cost Total

AED’000 AED’000 AED’000 AED’000

Financial assets:

Cash and cash equivalents - - 5,142 5,142
Bank deposits with original maturities of more

than three months - - 220,343 220,343
Statutory deposit - - 10,000 10,000
Investment securities 106,384 6,887 113,271
Insurance and other receivables - - 401,497 401,497
Unit linked assets 264,574 - 22,224 286,798
Total 370,958 6,887 659,206 1,037,051
Financial liabilities:
Insurance and other payables - - 364,792 364,792
Payables to policyholders of unit linked
products 264,574 - 22,224 286,798
Bank overdraft - - 584 584
Total 264,574 - 387,600 652,174

Management considers that the carrying amounts of financial assets and financial liabilities recorded in the financial
statements approximate their fair values due to their short-term nature for the current financial assets and liabilities,
and for the financial assets and liabilities that are of mixed nature the impact of discounting is immaterial.

25.5 Impact of COVID-19
The Covid-19 pandemic that started during the first quarter of 2020 is still continuing. UAE has vaccinated a majority

of the residents and this has resulted in a substantial reduction to the risk of the pandemic. However, the worldwide
effect is still on. The identification of new variants of the virus across the world is a worrying factor.
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25.5 Impact of COVID-19 (continued)

The various measures taken for the containment of this virus have resulted in economic disruption though the scale
varies from country to country. The industries that are generally impacted are airline, travel and leisure, and tourism
and related activities.

UAE has been very proactive in containment measures and seamless vaccinations to its residents. This has helped in
ensuring the economy is running without any difficulty. The economic opening and the preventive measures have
helped in the economic growth and stability of business though business in the tourism trade such as Airlines, Leisure
and hospitality sectors continue to be affected. With the reduction in Covid 19 cases and successful vaccinations of
majority of the population, the economy has been opened for business including leisure and hospitality sector. The
successful start of EXPO 2020 is an example of a vibrant economy opening up.

The Company had a marginal impact on its business due to the current circumstances. The economy of Dubai has
now opened up and the Company expects this opening to improve the overall business. On the operational front, the
Company’s robust and proactive action in enabling Work from Home facility and abiding by the Government
directives on movement and congregation in offices etc during 2020 and 2021 have helped the Company to run the
business as usual. The Company has no material exposure to airline or travel and tourism industries. The Company
had medical claims during the year ended 31 December 2020 and 2021 which were not material to the financial
statements. The Company expects COVID-19 related medical claims in future which are not expected to be material.
The Company’s reinsurance arrangement covers the impact of the claims. The Company’s well rated and long
standing reinsurers will stand by the Company in fulfilling the claims needs.

The Company did not experience significant impact on account of COVID-19 for the investment portfolio held as at
31 December 2021.

26 CAPITAL RISK MANAGEMENT

The Company's objectives when managing capital are summarised as follows:

. to comply with the insurance capital requirements required by UAE Federal Law No. 6 0of 2007, as amended
on Establishment of Insurance Authority and Organization of Its Operations as amended;

. to protect its policy holders' interests;

. to safeguard the Company's ability to continue as a going concern so that it can continue to provide returns
for the shareholders and benefits for other stakeholders; and

. to provide an adequate return to the shareholders by pricing insurance contracts commensurately with the

level of risk.
Capital is defined as share capital and retained earnings.
The Financial Regulations for Insurance Companies specify the minimum amount and type of capital that must be

held by the Company in addition to its insurance liabilities. The Company's management manages the capital and the
related regulatory compliance requirements.
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The table below summarizes the Minimum Capital Requirement, Minimum Guarantee Fund and Solvency Capital
Requirement of the Company and the total capital held to meet these required solvency margins.

As at As at

31 December 31 December

2021 2020*

AED’000 AED'000

(Unaudited) (As

previously

(Unaudited) reported)

Minimum Capital Requirement (MCR) 100,000 100,000

Solvency Capital Requirement (SCR) 138,697 164,078

Minimum Guarantee Fund (MGF) 90,379 81,429

Own Funds:

Basic own funds 136,399 185,264
Ancillary own funds

MCR Solvency Margin-Surplus/(Deficit) 36,399 85,264

SCR Solvency Margin-Surplus/(Deficit) (2,298) 21,186

MGF Solvency Margin-Surplus/(Deficit) 46,020 103,835

* The solvency numbers as at 31 December 2020 are not restated taking into account the restatements and adjustments
disclosed in note 27 of the financial statements.

The CBUAE (formerly, the TA) has issued resolution no. 42 for 2009 setting the minimum subscribed or paid up
capital of AED 100 million for establishing insurance companies and AED 250 million for reinsurance companies.
The resolution also stipulates that at least 75 percent of the capital of the insurance companies established in the
U.A.E. should be owned by U.A.E. or G.C.C. national individuals or corporate bodies. The Company is in compliance
with these rules.

As per Article (8) of section (2) of Financial Regulations for Insurance Companies in the UAE, the Company shall
comply with the requirements of solvency margin.

The Company recorded a provision against advances for real estate properties during 2021 resulting in a solvency
deficit. The Company has submitted an initial solvency recovery plan to the CBUAE on 11 November 2021 detailing
the proposed course of action. The CBUAE has vide its communication dated 13 January 2022 given the Company
time till 30 September 2022 towards the restoration of solvency. The Company, as part of its submitted action plan,
divested the concentrated equity position in one investment during November 2021. This has resulted in reducing the
solvency deficiency by 94%. The SCR Solvency Margin-Deficit as at 31 December 2021 amounted to AED (2.3)
million and the Company is confident of rectifying the solvency position during the first quarter of 2022 by generating
operating profits.
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L Prior year adjustment to the impacted financial statement line items within the statement of financial position

As at 1 January 2020

ASSETS

Property and equipment

Intangible assets

Investment properties

Unit linked assets

Reinsurance contract assets

Insurance and other receivables

Cash and bank balances

Cash and cash equivalents

Bank deposits with original maturities of
more than three months

Total assets

Liabilities and equity

LIABILITIES

Insurance contract liabilities

Insurance and other payables

Payable to policy holders' of unit-linked
products

Total liabilities

Accumulated losses
Net equity
TOTAL LIABILITIES AND EQUITY

As previously As
reported restated
As at As at
1 January 1 January
2020 Adjustments 2020

Adj a) Adj b) Adj ¢) Adj e) Adj f) Adj g) Adj h) Adj D) Adj m)
AED’000 AED’000 AED’000 AED 000 AED 000 AED’000 AED’000 AED’000 AED’000 AED’000 AED 000
101,584 (22,834) 78,750
8,229 15,108 23,337
75,195 (75,195) -
261,026 (68,588) 192,438
518,265 20,543 538,808
496,379 (19,808) (15,108) (3,743) 14,329 1,063 473,112
152,844 (152,844) -
- 20,059 20,059
- 132,785 3,743 136,528
1,816,163 (75,195) (22,834) (68,588) - 735 - - 14,329 1,063 1,665,673
769,771 735 14,329 784,835
447,525 1,063 448,588
261,026 (68,588) 192,438
1,490,322 - - (68,588) - 735 - - 14,329 1,063 1,437,861
(24,560) (75,195) (22,834) (122,589)
325,841 (75,195) (22,834) - - - - - - - 227,812
1,816,163 (75,195) (22,834) (68,588) - 735 - - 14,329 1,063 1,665,673
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I.  Prior year adjustment to the impacted financial statement line items within the statement of financial position (continued)
As at 31 December 2020

As previously As restated

reported
As at 31 As at 31
December Adjustments December
2020 2020
Adj a) Adj b) Adj ¢) Adj e) Adj f) Adj g) Adj h) Adj 1) Adj m)
AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
ASSETS
Property and equipment 102,755 (22,834) 79,921
Intangible assets 5,653 11,108 16,761
Investment properties 72,270 (72,270) -
Unit linked assets 363,066 (76,268) 286,798
Reinsurance contract assets 474,433 13,832 488,265
Insurance and other receivables 402,325 (11,108) (5,112) 14,329 1,063 401,497
Cash and bank balances 220,373 (220,373) -
Cash and cash equivalents - 5,142 5,142
Bank deposits with original
maturities of more than three months - 215,231 5,112 220,343
Total assets 1,767,745 (72,270) (22,834) (76,268) - 13,832 - - 14,329 1,063 1,625,597
Liabilities and equity
LIABILITIES
Insurance contract liabilities 712,256 13,832 14,329 740,417
Insurance and other payables 363,729 1,063 364,792
Payable to policy holders' of unit-
linked products 363,066 (76,268) 286,798
Total liabilities 1,450,597 - - (76,268) - 13,832 - - 14,329 1,063 1,403,553
Accumulated losses (34,513) (72,270) (22,834) (129,617)
Net equity 317,148 (72,270) (22,834) - - - - - - - 222,044
TOTAL LIABILITIES AND
EQUITY 1,767,745 (72,270) (22,834) (76,268) - 13,832 - - 14,329 1,063 1,625,597
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II. Prior year adjustment to the statement of income

For the year ended 31 December 2020

UNDERWRITING INCOME
Gross written premium
Reinsurance premiums ceded

Net change in unearned premium and
policyholders’ reserve

Net earned premium

Gross commission earned

Total underwriting income

UNDERWRITING EXPENSES
Gross claims incurred

Insurance claims recovered from reinsurers
Net claims incurred

Commission incurred

Administrative expenses

Other operational costs related to
underwriting activities

Net movement in reserve of unit linked
products

Total underwriting expenses
UNDERWRITING PROFIT

Net investment income/ (loss)
Provision for doubtful debts

Board of directors’ remuneration
General and administrative expenses
PROFIT/ (LOSS) FOR THE YEAR

As previously

reported As restated
For the For the
year ended year ended
31 December 2020 Adjustments 31 December 2020
Adj a) Adj ¢) Adj f) Adj g) Adj j) Adj k) Adj n) Adj o)

AED 000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED 000 AED ’000 AED °000
867911 867,911
(453,227) (43,326) (496,553)
414,684 - - - - - - (43,326) 371,358
(98,603) 7,680 43,326 (15,898) (63,495)
316,081 - 7,680 - - - - - (15,898) 307,863
67,865 9,784 77,649
383,946 - 7,680 - - 9,784 - - (15,898) 385,512
(343,280) 6,711 (336,569)
212,916 (6,711) 206,205
(130,364) - - - - - - - (130,364)
(95,332) (10,567) (105,899)
(76,010) (4,000) (15,008) (95,018)
(51,515) 4,000 783 (46,732)
9,045 (7,680) 15,898 17,263
(344,176) - (7,680) - - (9,784) (15,008) - 15,898 (360,750)
39,770 - - - - - (15,008) - - 24,762
4,977) 2,925 (2,052)
- (23,271) (23,271)
- (3,375) (3,375)
(41,654) 41,654 -
(6,861) 2,925 - - - - - - - (3,936)
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III.  Prior year adjustment to the statement of cash flows

For year ended 31 December 2020

Cash flows from operating activities

Net profit / (loss) for the period

Net movement in fair value of investments held for unit linked
products

Provision for doubtful debt

Adjustment for:

Decrease /(Increase) in the fair value of Investment Properties
Depreciation and amortisation

Increase in insurance and other receivables (including related
parties)

Increase in unit linked assets

Increase in unit linked liabilities

Increase in reinsurance contract assets

Increase in insurance and other payables

Increase in insurance contract liabilities

Net cash generated from operating activities

Cash flows from investing activities

Interest received

Purchase of investments held at FVTPL (excluding unit
linked assets)

Purchase of policyholders' of unit-linked products

Proceeds from disposal of investments held at FVTOCI
(Increase) / decrease in fixed deposit with banks with original
maturities of more than three months

Net cash used in investing activities

Net (decrease) / increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year

As previously

reported Adjustments As restated

For the year ended For the year ended

31 December 2020 31 December 2020
Adj a) Adj ¢) Adj e) Adj ) Adj g) Adj h) Adj q)

AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000 AED’000
(6,861) 2,925 (3,936)
(9,045) 9,045

- 23,271 23,271

2,925 (2,925) -
8,184 4,000 12,184
94,054 (19,808) (4,000) 1,369 (23,271) 48,344
- 7,680 (102,040) (94,360)

- (7,680) 102,040 94,360

43,832 6,711 50,543
22,232 (102,040) (79,808)
(57,515) 13,097 (44,418)
100,879 - - - - - 1,369 (92,995) 9,253
8,054 (1,369) 6,685
(18,017) (166) (18,183)
(92,995) 92,995 -
16,992 166 17,158
(66,050) (17,765) 1,369 (82,446)
(92,042) - - (17,765) - - - 92,995 (16,812)
4,277 - (17,765) - - 1,369 (12,119)
43,967 (27,290) 16,677
48,244 - - (45,055) - - 1,369 4,558
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Management has re-evaluated the accounting treatment of some transactions and assets recorded in the financial
statements as at 31 December 2020 and in accordance with IAS 8 "Accounting policies, changes in accounting
estimates and errors" restated its financial statements to correct these errors in the financial statements for the year
ended 31 December 2021 as prior year restatements. The impact of these misstatements has been reflected in the
statement of financial position as at 1 January 2020 and thereafter in the respective years presented in the financial
statements. The details of these restatements are listed below:

a. Restatement of advances paid for purchase of real estate properties

In prior years, the Company made payments towards the acquisition of real estate properties to the amount of AED
36,500 thousand which was classified as investment property and revalued to an amount of AED 72,270 thousand as
at 31 December 2020 . The payments related to the purchase of a 60 residential-unit in a single building and a plot
of land of 150,000 square feet with integrated infrastructure. The counterparties (related parties) to the above
transactions never fulfilled their obligations to the Company (the Buyer) since purchase date, and furthermore the
transaction did not result in transfer of any assets during this period. The Company neither has title deeds nor
possession of the said asset. At no point was the Company able to assert control over the real estate properties and
the Company was unable to take possession of the property. Furthermore, in terms of the 150,000 square feet of the
land referred to above, in the prior years the area was reduced to 56,800 square feet and later amended to 78,900
square feet. This was all implemented on the instruction from the former Chairman who was also the representative
of the related party . This has resulted in the incorrect recognition of fair value gains of AED 35,770 thousand on
investment properties in respect of which the Company never obtained possession or legal title, and resulted in the
misappropriation of the advances amounting to AED 36,500 thousand paid to a related party towards the acquisition
of the investment properties.

As part the re-evaluation performed by management of the Company, the following was noted:

e the classification of the advances paid should not have been classified as investment properties under IFRS
but should have been accounted for as advance payments as the Company did not have control of the real
estate properties or the development thereof, and

e the advances should have been considered impaired prior to 1 January 2020 as there were no future
economic benefits expected from these properties.

This has resulted in overstating the Company's assets as at 31 December 2020 and 1 January 2020 by AED 72,270
thousand and AED 75,195 thousand respectively and as such the properties have been reclassified from “investment
properties” to “advances paid for purchase of real estate properties” (included within “insurance and other
receivables”) and impaired in full. This correction resulted in an impact on “investment properties”, “insurance and
other receivables” and “accumulated losses”. Furthermore, it is to be noted that the management of the Company had
previously recorded the AED 72,270 thousand as an impairment loss in the statement of income for the six month
period ended 30 June 2021 instead of accumulated losses as at 1 January 2020. The Company recorded a loss in the
statement of income during the year ended 31 December 2020 amounting to AED 2,925 thousand. Since the
Company has restated the prior period number, this was corrected in the financial statements for the year ended 31
December 2021 as per the above.

The Company is pursuing legal actions against the involved parties to recover the Company's rights, in accordance
with the resolution of Shareholders Assembly Meeting held on 30 September 2021.

b. Restatement for measurement of free hold land

In prior years, the Company had recorded free hold land at an amount of AED 82,045 thousand. The land was obtained
in an exchange transaction which occurred on 15 July 2018. The previous asset was recorded at an amount of AED
82,045 thousand and as part of the exchange the Company received the land for the fair value of AED 59,210 thousand.
The Company received the title deeds for the land and the exchange was considered to have commercial substance.
On the date of exchange, the land should have been recorded at AED 59,210 thousand. The Company restated the
prior period cost of the free hold land to AED 59,210 thousand. This correction resulted in AED 22,834 thousand
reduction in “property and equipment” and AED 22,834 thousand increase in “accumulated losses” as at each of 1
January 2020 and 31 December 2020.
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c. Restatement of Investments held on behalf of policyholders of unit linked products and payables to
policyholders of unit linked products

In prior years the Company entered into a reinsurance arrangement with another party and incorrectly recorded assets
and liabilities of AED 76,268 thousand as at 31 December 2020 and AED 68,588 thousand as at 1 January 2020
within each of the “Investments held on behalf of policyholders of unit linked products” and “payables to
policyholders of unit linked products”. The fair value gains or losses on these investments and the changes in reserves
for these investments amounted to AED 7,680 thousand respectively recorded in the statement of income.

Management reassessed the reinsurance arrangements and considered the contractual terms of the contract. In terms
of the contract, the Company has no rights to any underlying assets related to the unit linked contracts and has only
assumed an obligation to reinsure a portion of any losses on the contract. As such, the Company should not have
accounted for any financial assets, liabilities on behalf of policyholders nor any fair value gains or losses on these
investments. In the current period, management of the Company reversed these amounts since they do not represent
the Company’s assets, liabilities or profit or loss. The prior year comparatives have been adjusted to correct the
incorrect recognition of the assets, liabilities and profit or loss accordingly.

d. Reclassification of Investments held on behalf of policyholders of unit linked products

As at 31 December 2020 and 1 January 2020 management of the Company recorded AED 88,984 thousand and AED
45,658 thousand respectively within “Investments held on behalf of policyholders of unit linked products” in the
statement of financial position. The contracts have been issued to the customers (policyholders) of the Company and
a back to back arrangement has been entered into whereby the Company is compensated by another entity (Reinsurer)
for the payments to policyholders. The underlying investments related to the unit linked policies are held by the
Reinsurer and not by the Company and the Company has no access to these assets and does not control these assets.
The Company has incorrectly shown the individual underlying assets of the unit linked policies and not as a financial
asset owing by the Reinsurer. During the current year, management of the Company corrected the presentation by
disclosing these balances within “Unit linked assets” as “financial asset from reinsurer in relation to investments held
on behalf of policyholders of unit linked products” and within “net movement in reserve of unit linked products” as
“net movement in financial asset from reinsurer in relation to unit linked products”.

e. Reclassification of cash and bank balances

In the current year, management of the Company identified that cash and cash equivalents were not disclosed as a
separate line item on the face of the statement of financial position as required under IFRS. The cash and bank
balances previously disclosed included “Bank deposits with original maturities of more than three months” which do
not meet the definition of cash and cash equivalents. In addition, the Company had erroneously classified “Bank
deposits with original maturities of more than three months” in cash and cash equivalents for purposes of the
statement of cash flows. As at 1 January 2020, cash and bank balances amounting to AED 152,844 thousand included
cash and cash equivalents amounting to AED 20,059 thousand and bank deposits with original maturities of more
than three months amounting to AED 132,785 thousand. As 31 December 2020, cash and bank balances amounting
to AED 220,373 thousand included cash and cash equivalents amounting to AED 5,142 thousand and bank deposits
with original maturities of more than three months amounting to AED 215,231 thousand.

As aresult, the presentation was adjusted such that “Cash and cash equivalents” and “Bank deposits with original
maturities of more than three months” are presented as separate line items on the face of the statement of financial
position. The comparatives were adjusted to correct the prior years.
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f Restatement of third-party (“TP”) recoveries

Management reassessed the presentations of TP recoveries in the financial statements and considered whether the
presentation was aligned with the accounting policy and the principles of IFRS 4. The following was noted:

e “TP recoveries against claims reported unsettled” as at 1 January 2020 were presented as part of the
“insurance and other receivables” whilst the accounting policy states this should be presented net of
“insurance contract liabilities”. Similarly, “TP recoveries against paid claims”, were presented as part of
“insurance and other receivables” as opposed to “reinsurance contract assets”.

e “TP recoveries against paid claims” as at 31 December 2020 were presented net of “insurance contract
liabilities” and not as part of “reinsurance contract assets”.

e The corresponding “reinsurance share of TP recoveries against paid claims” as at 1 January 2020 and 31
December 2020 was incorrectly presented in “reinsurance contract assets” and not as “insurance contract
liabilities”. Furthermore, the statement of income presented the claims as “insurance claims recovered from
reinsurers” and not “gross claims incurred” on the statement of income.

e Furthermore, in the statement of income, the amounts have been included within “gross claims incurred”
instead of “insurance claims recovered from reinsurers”.

The errors in presentation noted above were corrected and the comparative figures for the previous years have been
restated to correct the error in presentation.

g Reclassification of Licensed know-how fee

In prior years, licensed know-how fee arising from an agreement between the Company and a third party, was
accounted for as a prepayment under “other receivables” which should have been recognised as an intangible asset.
Furthermore, the amortisation of the expense was included under “other operational expenses related to underwriting
activities” line item on the statement of income which should have been recognised as “amortisation on intangible
assets” within “administrative expenses”. As at 31 December 2020 and 1 January 2020, an amount of AED 11,108
thousand and AED 15,108 thousand respectively were recorded within “other receivables” which is included in the
“insurance and other receivables” line item on the statement of financial position. For the year ended 31 December
2020, AED 4,000 thousand was included within “other operational expenses related to underwriting activities” line
item on the statement of income.

During the current year, management of the Company reclassified the amounts included within “other receivables”
to “intangible assets” and the amounts included within “other operational expenses related to underwriting activities”
to “administrative expenses”.

h. Reclassification of accrued interest receivables

In prior years, as at 31 December 2020 and 1 January 2020, accrued interest receivable amounting to AED 5,112
thousand and AED 3,743 thousand respectively related to specific bank balances was incorrectly included within
“Insurance and other receivables” and not as part of the related bank balances which are measured at amortised cost.
In the current year, management of the Company has reclassified these balances from “Insurance and other
receivables” to “Bank deposits with original maturities of more than three months” in order to correct the
classification.

i Reclassification of mathematical reserve and unexpired risk reserve

As at 31 December 2020 and 1 January 2020, the following was noted:

e gross mathematical reserves amounting to AED 107,721 thousand and AED 98,670 thousand respectively
were included within “Unearned premiums”,

e reinsurance share of mathematical reserves amounting to AED 92,932 thousand and AED 86,284 thousand
respectively were included within “reinsurance share of unearned premiums”,

e  gross unexpired risk reserve amounting to AED 2,181 thousand and AED 1,109 thousand respectively were
included within “claims incurred but not reported” and

e reinsurance share of unexpired risk reserve amounting to AED (7,804) thousand and AED (9,573) thousand
respectively were included within “reinsurance share of claims incurred but not reported”.

In the current year, management of the Company has reclassified these balances to show them as separate line items
within the “insurance contract liabilities and reinsurance contract assets” disclosure in order to more appropriately
reflect the nature of these balances as required under IFRS.
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Union Insurance Company P.J.S.C.
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

(continued)

27  PRIOR YEAR ADJUSTMENTS AND COMPARATIVE INFORMATION (continued)
J. Reclassification of profit commission income and profit commission expense

For the year ended 31 December 2020, profit commission income amounting to AED 9,784 thousand and profit
commission expense amounting to AED 10,567 thousand were included within “other operating expenses related to
underwriting activities”.

In the current year, management of the Company has reclassified the profit commission income and profit
commission expense amounts from “other operating expenses related to underwriting activities” to “Gross
commission earned” and “Commission incurred” line items in the statement of income respectively in order to more
appropriately reflect the nature of these amounts.

k. Reclassification from general and administrative expenses to provision for doubtful debts, administrative
expenses and Board of Directors’ remuneration

In the current year, management of the Company identified and adjusted the presentation such that amounts were
reclassified from “general and administrative expenses” to “administrative expenses”, “provision for doubtful debts”
and “Board of Directors’ remuneration” within the statement of income. The comparative information has been
restated to reflect the revised classification. For the year ended 31 December 2020, general and administrative
expenses amounting to AED 41,654 thousand were reclassified to administrative expenses (AED 15,008 thousand),

provision for doubtful debts (AED 23,271 thousand) and Board of Directors’ remuneration (AED 3,375 thousand).
L Reclassification of provision for defaults claims and refunds

During the current year, management noted that provision for default claims and refunds related to credit life
insurance contracts was not classified and presented within “insurance contract liabilities. Management corrected the
classification and has reclassified provision relating to default and refund claims amounting to AED 14,329 thousand
as at 1 January 2020 and 31 December 2020 from “insurance and other receivables” and to “insurance contract
liabilities”.

m.  Reclassification of provision for promotion and marketing fees

During the current year, management noted that provision for promotion and marketing fees related to credit life
insurance contracts was not classified and presented within “insurance and other payables but incorrectly included
in “insurance and other receivables”. Management corrected the classification and has reclassified provision for
promotion and marketing fees amounting to AED 1,063 thousand ™ as at 1 January 2020 and 31 December 2020 from
“insurance and other receivables” to “insurance and other payables”.

n. Reclassification of reinsurance premiums ceded

In the current year, management noted that the reinsurance premiums relating to unit linked products were recorded
net of amounts invested on behalf of the policyholders within “Net change in unearned premiums, mathematical
reserve and policyholders’ reserve” in the statement of income. IFRS requires such amounts to be shown gross and
not on a net basis. For the year ended 31 December 2020, management corrected the classification from “Net change
in unearned premiums, mathematical reserve and policyholders’ reserve” to “Reinsurance premiums ceded”
amounting to AED 43,326 thousand to present the amounts on a gross basis.

0. Reclassification of gain / (loss) on unit linked investments and net changes in reserves for unit linked reserves

During the current year, management noted that the ‘Net movement in reserve of unit linked products’ included within
‘Net change in unearned premium, mathematical reserve and policyholders’ reserve’ and the ‘“Net movement in fair
value of investments held for unit linked products’ in the statement of income were recorded net of charges and sale
of investments. As at 31 December 2020, management has corrected and reclassified ‘Net movement in reserve of
unit linked products’ included within ‘Net change in unearned premium, mathematical reserve and policyholders’
reserve’ amounting to AED 15,989 thousand to the ‘Net movement in fair value of investments held for unit linked
products’ in the statement of income.
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Union Insurance Company P.J.S.C.
NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31 DECEMBER 2021

(continued)

27 PRIOR YEAR ADJUSTMENTS AND COMPARATIVE INFORMATION (continued)
p. Correction of key management compensation

Management noted that the disclosure for key management compensation included 3 employees instead of 1 employee
for the year ended 31 December 2020. Management corrected the compensation for key management personnel of
AED 4,440 thousand to AED 3,900 thousand for short term benefits and AED 330 thousand to AED 200 thousand for
long term benefits to conform to requirements of the IFRS.

q. Reclassification of prior period items within the statement of cashflows

During the current year, the Company noted the certain items in the statement of cashflows in year ended 31 December
2020, were incorrectly presented in “Net movement in fair value of investments held for unit linked products”,
“Increase in insurance and other payables”, “Purchase of policyholders' of unit-linked products”, “Proceeds from
disposal of investments held at FVTOCI”, Purchase of investments held at FVTPL (excluding unit linked assets).

Furthermore, additional line items, “Provision for doubtful debts”, “Increase in unit linked investments” “Increase in
unit linked liabilities” were added for better presentation.

These adjustment were internal reclassifications between “Net cash from operating activities and “Net cash from
investing activities” and did not have impact on closing balance of cash and cash equivalents at the year ended 31
December 2020.

28 SUBSEQUENT EVENTS
There have been no events subsequent to the statement of financial position date that would significantly affect the

amounts and the disclosures reported in the financial statements of the Company as at and for the year ended ended
31 December 2021.
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4,

5.

6.

Description of actions taken to complete the Corporate Governance System during 2021, how to
execute the same.
Description of ownership and Transactions of the Board Members, their spouses and sons, as
indicated in the Company's Securities during 2021.
Board of Directors:
a. Formation of the Board of Directors.
b. Percentage of female representation of the year 2021.
¢ Reasons why there are no nominated females at the Board of Directors.
d. Bonuses and Attendance Allowances:
i.  Total paid bonuses of the Board of Directors for the year 2021.
ii.  Total proposed bonuses of the Board of Directors for the year 2021.
iii. Details of allowances, salaries or additional fees received by a Board Member other
than the attendance allowances of Committees and the reasons thereof.
iv. Attendance allowances received by Board Members for the meetings of
Committees emanating from the Board for the Fiscal Year 2021.
e. Meetings of the Board of Directors.
f. Description of Duties and Responsibilities of the Board of Directors authorized to the
Executive Management.
Details of transactions with relevant parties.
h.  Organizational Structure of the Company.
i.  Detailed description of the Senior Executives.
External Auditor:
a. About the External Auditor.
b.  Description of costs and fees of the External Auditor.
c.  Remarks of the External Auditor for the year 2021,
Audit Committee:
a. Acknowledgment by the Head of Audit Committee of his responsibility for the Committee’s
system at the Company, review of its working mechanism and assurance of its effectiveness.
b. Members of Audit Committee and description of their responsibilities and duties.
c.  Meetings of Audit Committee.
Nominations & Bonuses Committee:
a. Ackn‘owledgment by the Head of Nominations & Bonuses Committee of his responsibility
for the Committee’s system at the Company, review of its working mechanism and

assurance of its effectiveness.



b. Members of Nominations & Bonuses Committee and description of their responsibilities
and duties.
€. Meetings of Nominations & Bonuses Committee.
7. Committee of Follow-up and Supervision on the Transactions of the Insiders:
a.  Acknowledgment by the Head of Committee of his responsibility for the Committee’s
system at the Company, review of its working mechanism and assurance of its effectiveness.
b. Members of the Committee.
c.  Summary of the report of the Committee's work during 2021.
8. Investment Committee:
a.  Acknowledgment by the Head of Committee of his responsibility for the Committee’s
system at the Company, review of its working mechanism and assurance of its effectiveness.
b. Members of the Investment Committee and description of their responsibilities and duties.
c. Meetings of the Investment Committee.
9. Internal Control System:
a.  Acknowledgment by the Board of their responsibility for the Internal Control System at the
Company, review of its working mechanism and assurance of its effectiveness.
b. Name, qualifications and date of appointment of the Managing Director.
c.  Name, qualifications and date of appointment of Compliance Officer,
d. How the Internal Control System handles any major problems at the Company.
e.  Number of reports issued by the Department of Internal Control System at the Company.
10. Details of violations committed during the Fiscal Year of 2021, reasons and how to deal with the
same.
11. Description of cash and in-kind contributions made by the Company in the development of local
community and preservation of the environment during 2021.

12. General Information.

About the Company

Union Insurance (UIC) is a national company licensed by the UAE Insurance Authority and listed on the Abu
Dhabi Securities Exchange (ADX); it was established in 1998 with paid capital of more than AED 330 Million.
The Company provides a comprehensive collection of insurance products to individual and corporate
customers in the United Arab Emirates and the Middle East. UIC also provides, under the leadership of a
number of well-known experts highly experienced in the insurance sector, an innovative insurance coverage

and a distinguished value to its customers.



This includes both standard and adjusted insurance policies that assist individuals, small and medium-sized
enterprises, as well as large government entities to obtain reliable and cost-effective insurance coverage. In
addition, the Company provides insurance services such as risk assessment and gap analysis in insurance

caverage under the supervision of specialists with decades of experience.

Provision of insurance coverage, including, but not limited to, life insurance, health insurance, vehicle
insurance, property insurance, engineering insurance, liability insurance and marine insurance. UIC enables
its customers to focus on their core operations and reassuring them that they have successful and effective

insurance policies that enable them to manage their various risks.

With a strong understanding of the ever-changing risk environment and insurance market, the Company
employs ateam of professionals who hold a fellowship certificate of the Chartered Insurance Institute, London
(ACIN). This team provides experience, knowledge and strong capabilities in structuring insurance covers to
develop new and enhanced insurance products, Since this team is of the Company's employees, UIC can

always offer its customers accurate quotations,

Moreover, UIC has strong support from major global and local reinsurance companies, including Swiss

Reinsurance Company, SCOR Reinsurance, Hannover Reinsurance, Lloyds, Generaliand QBA Europe.

Being distinguished by its focus on individuals, UIC nurtures institutional culture that emphasizes teamwork
and a cooperative environment that appreciates the contribution of each individual of the Company’s
Personnel, which are more than 250 competent employees. This environment provides the best service with
a personal taste and puts the customer in mind. This is a high priority for the Company, because generally
when a customer makes a claim, he/she has suffered from material loss or from another unfortunate event.
Therefore, providing a service with a personal taste is truly most welcomed. In addition to this focus on

customer nurture, UIC has developed its claims processing and paperwork to be as fast and simple as possible,

1. Description of actions taken to complete the Corporate Governance System during 2021, how to

execute the same:

Based on the concept of governance, the Company pays great attention to the application of the highest
standards of governance based on and compliance with the applicable laws, regulations and decisions in the
UAE, and the Governance Guide for Public Joint-stock Companies issued pursuant to the Resolution No.
(3/RM) of 2020 by the Chairman of the Securities and Commodities Authority, which defined governance as
“theset of rules and regulations that achieve institutional discipline in relations and management at a company

in accordance with global standards and methods, by defining the responsibilities and duties of the Board of




Directors and the Senior Executive Management of a company, as well as taking into account protecting the

rights of shareholders and stakeholders.”

Board of Directors has adopted the Company’s governance framework and updated it whenever needed, to

ensure following the best rules and practices and in a way that contributes to promoting the growth of the

Company and achieving its objectives. Most prominent of these standards are as follows:

To comply with transparency and disclosure instructions in line with the laws and instructions issued
by the Securities & Commodities Authority (SCA) that include all reports that must be disclosed,
including interim and annual financial reports, dates of the Board Meetings and the resolutions issued
therein, as well as all the data and statistics required by the SCA or ADX.

Board effectively manages the Company through the development of strategic objectives for the
Company and supervises their execution in cooperation with the Senior Executive Management, as
well as supervising the work of the Committees emanating therefrom in accordance with the controls
of governance.

Board of Directors formed the permanent committees in accordance with regulations organizing the
formation of committees, such regulations include defining the duties, tenure and powers of the
committee, as well as following up on the works of the committees periodically. The Board shall be
responsible for the work of the same.

Periodic review by the Board of Directors, in coordination with the Audit Committee, of the Internal
Control System and Risk Management in the Company to ensure their effectiveness and to verify the
Company's and its employees’ compliance with the applicable provisions and resolutions issued by
the competent authorities.

To update and approve written rules regarding transactions of the insiders by the Board of Directors,
prepare a record of required information about the insiders and to form a committee to follow-up,
manage and supervise the transactions of the insiders, as well as submitting periodic reports on such
transactions to the Securities & Commodities Authority and the Abu Dhabi Securities Exchange.
Company shall appoint an officer responsible for all duties in relation to Investor Relations
Management, as Ms, RIHAM OSAMA is considered as an Investor Relations Officer. In addition, an
electronic link was created on the Company's Website that contains all necessary data, including
financial reports and disclosures made to control and supervisory bodies.

Company shall submit an annual Governance Report and publish it on the website of the Securities
& Commodities Authority. UIC has been keen to submit the annual Governance Report and make it
available to the shareholders, including all the main financial and non-financial data and actions

taken each year.




—~ Toappoint an External Auditor and determine their fees by a resolution from the General Assembly

in accordance with the laws and regulations.

2. Ownership and Transactions of the Board Members, their spouses and sons, as indicated in the

Company's Securities during 2021:

Company shall comply with Resolution No. (2) of 2001 of the SCA Board regarding the system of trading,
clearing, settlement, transfer of ownership and custody of securities, where Article 14 thereof stipulates the
following:
“Chairman and the Board Members, the General Manager or any of the Insiders who have access to material
information, of a company listed its securities in the market, are all banned from trading, by himself, for his
account by third parties or in any other capacity for the account of others, in the securities of the same
company, the parent company, subsidiary, affiliate or associate thereof, if any of these companies listed their
securities in the market, during the following periods:
® Ten (10) business days prior to the announcement of any material information, which shall affect
the price of a share up or down, unless such information is a result of emergency or sudden events.
®  Fifteen (15) days prior to the end of the quarterly, semi-annual or annual financial period, until

disclosure of the financial statements”.

The Company shall also commit to Resolution No. (3) of 2000 of the SCA Board regarding the disclosure and
transparency system, as well as the resolutions and instructions issued by the Abu Dhabi Securities Exchange.

The transactions of the Board of Directors and their first-degree relatives are as follows:

Name Position/Kinship | Owned Shares as on Total Sales Total

31/12/2021 Purchases
1 | Al Salem Co. Led. Member 5,915,718 N/A N/A
2 | Al Manar Investment and Member 60,794,304 9,900,000 N/A

Development Center

3 | Sheikh Nasser bin Rashid Al Mualla Member 10,000,000 — 10,000,000

3. Board of Directors:

The Board of Directors is composed of seven members whose term of office reaches three years. The members
whose term of office has ended may be re-elected for more than once; the General Assembly shall elect the
members by secret cumulative voting in accordance with the Articles of Association of the Union Insurance
Company. The Board shall exercise all the powers required to achieve the purposes and objectives of the
Company, except as preserved by the law or the Articles of Association of the General Assembly. The Board is

keen to carry out all the duties assigned to it in order to ensure proper direction, guidance and management of



the Company, which shall reflect positively on the overall performance of the Company and shareholders'

rights.

a. Formation of the current Board of Director:

The Company is managed by a Board of Directors composed of seven members elected at the shareholders'

General Assembly Meeting held on 08/06/2021. The following is the formation of the current Board of

Directors and their term of office from the date of the first election:

Cement and
Construction

Materials

Name Category Term as of Qualifications & Expertise Beinga Supervisory,
First Memberin | Governmental &
Election another Commercial
Date PJSC Pasitions
- Bachelor Degree from Deputy
Tulane University, London — | Chairman of
Businessman. the National
- He held the position of | Bank of Umm
Deputy Chairman and Head | Al Quwain,
of the Executive Committee | Head of the
of Umm Al Quwain Bank | Executive
since 1982. Committee,
- Deputy Chairman of Umm | the Credit
Al'Quwain Cement Company | Committee
from 1981 to 2017. and a
Sheikh/ NASSER BIN
- Deputy Chairman of | Member of
RASHID BIN ABDUL
Independent 2021 Sharjah Insurance from 2000 | the N/A
AZIZ AL MUALLA —
until April 2021. Nomination
Chairman
- Received the Emiratization | and  Bonus
Award for the Best CFO in | Committee
Banking Sector in the United
Arab Emirates. Board
Member of
Ras Al
Khaimah Co.
for White




Mr. ALI RASHID
SULTAN AL KAITOUB
ALNUAIMI — Deputy

Chairman

Independent

2021

- PhD in International Law —
Johnson and Wales
University — USA.

- Certified Public Accountant
(CPA) — United Kingdom.

- Bachelor Degree in Applied
Arts in Business
Administration and
Marketing at the American
College in London, England.

- Bachelor Degree in
Economics and Law,
Aljazeera University.
- Diploma in Business
Administration

(EH/3676/MIC) London
School of Commerce.

- Senior Manager of the
National Bank of Dubai from
2001-2007.

- Board Member of the
National Islamic from 2005
to 2007.

- CEO of Emirates NBD
Properties from 2007 to

2017.

Board
Member  of
the National
Bank of Umm
Al Quwain

N/A

Mr. ABDULLAH
MOHAMMED HASAN
AL HOSANI

Independent

2021

- Bachelor Degree in
Accounting and Economics,
United  Arab Emirates
University.

- He has over 30 years of
experience in the banking

field

- Board
Member of
Ajman Bank
- Board
Member  of
the Gulf
Cement

Company

N/A




- Board
Member  of
Ras Al
Khaimah Ca.
for White
Cement and

Construction

Materials
- Master’s Degree in Business | - Partnerin Al
Administration (MBA) Manara
- ESADE  University of | Investment
Business and
- Bachelor Degree in Development
Mechanical Engineering Company
- Junior in Engineering | - Board
Management Member of
Mr. AHMED SAEED Non-
2021 - Engineer at Crescent | Emirates N/A
ALAMI Independent
Petroleum, March 2008 — | Metallic
August 2009 and from | Industries Co.
December 2005 — December | - Board
2006 Member of
- Project Engineer at Petrofac | Pinnacle
International Limited from | Restaurant &
January 2007 — February Catering
2008 Management
- Master’s Degree in Training
and Guidance in Art
Education, London
Ms. ALIA FARID LUTFI - Bachelor Degree in Early
Independent 2021 N/A N/A
ALl AL HARMOZI Childhood Education
-  She has extensive
experience in the insurance
field
AL BARAKA Non- - He holds Master’s Degree
2018 N/A N/A
INVESTMENTS Executive in Financial Administration




COMPANY,
represented by Mr.
BASHAR AL ZOUBI

from the

Reading, UK

University  of

- Over 18 years of experience

in banking and investments

AL SALEM CO.LTD,,
represented by
MOHAMMED SALEM
ABDULLAH SALEM AL
HOSANI

Non-
Independent,
Non-

Executive

2010

- Master of Science in

Financial Administration —

April 2011

- Bachelor Degree in
Electronic  Commerce —
Higher Colleges of

Technology, June 2005

- Managing
Director  of
Umm Al
Quwain
General
Investments
since 2007

- Board of the
Gulf Medical
Projects
Company for
ayear

- Board
Member of Al
Sahel Shares
Center since
2008

- Board
Member of Al

Salem Co.

Ltd. since
2005
» Board Members resigned on 11/04/2021
Name Category Term as of Qualifications & Expertise Beinga Supervisory,
First Memberin | Governmental
Election another & Commercial
Date P)SC Positions
Mr. MOHAMMED Non- - Businessman, 17 years of
HAREB AL MAZROUEI Executive, 2010 experience in real estate N/A N/A
— Chairman Independent investment where he was the
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Head of Real Estate Appraisal
Department at Dubai Land,

Dubai.

- Executive Master in Business
Administration with Excellent

Grade — University of Sharjah.

AWTAD CO. - Bachelor Degree in Business
represented by Mr. Non- Administration in Finance -
AHMED MAJID Executive, 2015 University of Miami. N/A N/A
LOOTAH, Deputy Independent - Over 20 years of experience
Chairman in the financial and banking
fields, both traditional and
Islamic, and is currently CEO
of Al Hilal Capital.
Bachelor Degree in Applied | - Board
Science, E-Commerce — | Member of
Higher Colleges of | Gulf Medical
Al SALEM CO. LTD,, Technology, UAE. Projects
Non-
represented by Mr. - Master’s Degree in Science | Company
Executive,
MOHAMMED SALEM 2010 and Financial Administration, | - Board N/A
Non-
AL HOSANI, Board London. Member of
Independent
Member - Board Member of other | Umm Al
companies and  General | Quwain
manager of Al Sahel Shares | General
Center since 2005. Investments
- Master's Degree in Health - Manager of
Care Administration — Royal Education &
INVESTMENT GROUP College of Surgeons in Ireland Community
Non-
PVT.LTD., represented -Bachelor Degree in Medicine Development at
Executive,
by Dr. BOUSHRA 2019 & General Surgery — Dubai N/A the Sector of
Non-
ABDULLAH AL Medical College for Girls Strategy &
Independent
MULLAH - Government  Executive Innovation —
Leaders Program — Prime Prime  Minister
Minister Office Office

11




- Founder & CEO
of Osraty Center
for
Physiotherapy in
Dubai

- He has over 30 years of
experience in the
establishment of strategic
companies and leading
business development

operations throughour GCC.

AL BARAKA
Representing  Kuwait  at
INVESTMENTS
Non- various diplomatic positions
COMPANY,
Executive, 2019 in several countries, as well as N/A N/A
represented by Mr.
Independent participating  actively  in
TARIQ KHALID AL
providing investment and
HAMD
mentoring support to many
companies in the UAE.
Founding Member of Kuwait
Business Foundation.
Graduated in Psychology in
1987 from Kuwait University.
- He holds Master’s Degree in
AL ALSOOR Non-
Financial Administration from
INVESTMENT Executive,
2018 the University of Reading, UK N/A N/A
COMPANY, Mr. Non-
- Over 18 years of experience
BASHAR AL ZOUBI Independent
in banking and investments
- Bachelor of Commerce — Ain
Shams University, ARE.
- Over 40 years of experience
Executive,
Mr. ABDULMUTALLAB in the field of insurance as a
Non- 2012 N/A N/A
MUSTAFA AL JAED! reference  figure in the
Independent

insurance sector, he has been
distinguished by the provision

of new insurance products
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and the development of

standard services that have
left a tangible impact on the
reputation of the sector in
general.

- He was the CEO of Oman
Insurance Company, which
witnessed through his
management remarkable
development and became
number-one company in the

UAE and one of the top three

companies in the region.

b. Percentage of Female Representation of the year 2021:

Percentage of Female Representation at the Company’s Board of Directors reached (14%) for the year 2021.

c. Reasons why there are no nominated females at the Board of Directors:

N/A.

d. Bonuses and Attendance Allowances:

Articles of Association of the Company demonstrated the method for determining the bonuses of the Board
Members based on the provisions of Article (169) of Federal Law No. 2 of 2015 Regarding Commercial
Companies, where the bonuses of the Chairman and Board Members shall be calculated out of a percentage
of the Net Profit; it shall not exceed 10 % of Net Profit after deducting Depreciation and Reserve.

i. Total paid Bonuses for the Board of Directors for the year 2020 (Regarding previous resigned

Board):

The former (resigned) Chairman and Board Members paid for themselves, in the First Quarter of 2021

before their resignation on 11/4/2021, an amount of Dhs. 400,000 per Member (Total Dhs.
2,800,000), under title of Allowances and Fees in the First Quarter 2021 for the year 2020, unjuslty
and in violation of the law and the Governance Guide. Those amounts were not disclosed in the
Governance Report in accordance with the provisions of the Governance Guide No. 3/RM of 2020

issued by the Securities and Commodities Authority.

13



Whereas, the General Assembly of the Union Insurance Company, in its Extraordinary Meeting held
on 30 September 2021, decided to recover these fees and allowances from each Member in execution
of the Resolution of the General Assembly. Chairman and Members of the previous Board were
addressed to return those amounts to the Company, some Members however did not respond to the
Company's request, which necessitated serving a Legal Notice, after which the Company proceeded

with taking the necessary legal actions to recover those amounts from them.

ii. Total proposed Bonuses of the current Board of Directors for the year 2021, which will be

presented to the Annual General Meeting for approval:

Total bonuses for the Board Members for the year 2021 proposed by the Board of Directors is Dhs.
1,100,000 (excluding the Value-added Tax); it shall be approved by the General Assembly at its next

meeting.

iii. Details of Attendance Allowances received by the Board Member for attending meetings of

the Committees emanating from the Board for the Fiscal Year of 2021:

Allowances for attending meetings of the Committees
emanating from the current Board
Member
Committee Allowance Value | Nos. of Meetings
Name

Mr. Nasser bin Rashid Al - = =
Mualla

Mr. Ali Rashid Al Kaitoub = = =
Mr. Mohammed Salem Al -- - -
Hosani

Mes. Alia Farid Al Harmozi - - =
Mr. Abdullah Salem Al Hosani - = -
Mr. Bashar Al Zoubi = £3 =
Mr. Ahmed Al Alami - = =
Board Advisor - - -

They have not been decided to date due to failure of the Company's General Assembly to approve the

bonuses policy for the Board of Directors and the Committees thereof.

iv. Details of allowances, salaries or additional fees received by a Board Member other than the

attendance allowances of Committees and the reasons thereof:

14



They have not been decided to date due to failure of the Company's General Assembly to approve the

bonuses policy for the Board of Directors and the Committees thereof.

e. Meetings of Board of Directors during the Fiscal Year of 2021:

The Board of Directors held (5) meetings during 2021 as shown below:

Meetings of the previous Board of Directors:

Member Meeting Nos. of Nos. of Attendances
14/03/2021 Attendances by Proxy

Mr. MOHAMMED HAREB AL MAZRQUEI v 1 0
Mr. AHMED LOOTAH v 1 0
Mr. MOHAMMAD SALEM AL HOSANY v 1 0
Dr. BOUSHRA ABDULLAH AL MULLAH v 1 0
Mr. TARIK KHALID AL HAMD v 1 0
Mr. BASHAR AL ZOUBI v 1 0
Mr. ABDULMUTALLAB MUSTAFA AL JAEDI v 1 0
No. of Attendances 7 1

Meetings of the Current Board of Directors:
Member Meeting Meeting Meeting Meeting Nos. of Nos. of

10/06/2021 | 08/7/2021 | 25/08/2021 | 16/12/2021 | Attendance | Attendances
by Proxy

Mr. Nasser v v 4 v 4 0

bin Rashid

Al Mualla

Mr.  Ali v v v v 4 0

Rashid Al

Kaitoub

Mr. v v X v 3 0

Mohammed

Salem Al

Hosani

Ms.  Alia v v v X 3 0

Farid Al

Harmozi
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Mr. v v v v 4 1
Abdullah
Salem Al
Hosani
Mr. Bashar v v 4 X 3 0
Al Zoubi
Mr. Ahmed v v v v 4 0
Al Alami
Nos. of 7 7 7 5
Attendances
v Attended X Apologized

f. Resolutions by acclamation of the Board of Directors during the Fiscal Year of 2021:

N/A

g. Duties and Responsibilities of the Board of Directors authorized to the Executive Management:

No. Name of Authorized Person Authorization Term of Authorization
1 Mr. ABDULMUTALLAB MUSTAFA AL Limited Special Power of Undefined
JAEDI Attorney

Subject to the provisions of the Companies Law No. 2 of 2015, the CEO, as per a Special POA of the current
Board, shall exercise the powers required to conduct the Company's business, including:

1. To represent the Company before all natural and legal persons, ministries, authorities, committees,
councils, references, government and civil departments, chambers of commerce and industry, the
Ministry of Economy, the Ministry of Human Resources and Emiratization, the Departments of
Economic Development, Municipalities, the General Directorate of Residency and Foreigners Affairs,
the interior authorities, Borders, Ports, Customs, Traffic, Federal and Local Public Prosecutions, the
Notary Public, Insurance and Communication Companies,

2. Sign all contracts, transactions, communications and documents in relation to the Company's
business; to submit and follow up any and all requests necessary or required by any competent
authority, and to any federal, municipal or governmental authority whatsoever in or outside the
United Arab Emirates.

3. Tomanage the Company's legal disputes by issuing instructions to the Company's lawyers regarding

the submission of summonses, written regulations and before the Courts in the United Arab Emirates

16



and other countries of all kinds and degrees, enforcement and investigation departments, the Notary
Public and judicial committees for the settlement of rental disputes in any emirate in the United Arab
Emirates, as well as taking the necessary actions and procedures required to file and follow up cases,
whether filed by or against the Company; to take precautionary measures, notify and establish
evidence, submit memoranda, requests, protests, warnings, notifications, counterclaims, allegation
of fargery, appointment of experts, request cancellation of seizure, intervention as a third person,
admission of other litigants; in admission, abandonment, disbursement and receipt in the name of
the Company exclusively; to appeal against judgments and decisions by all ways of appeal, in addition
to acknowledging and waiving the right claimed, conciliation, accepting and requesting oath, and
rejecting the same, abandoning litigation, relinquishing the judgment in whole or in part, or by
appealing against the same, lifting the seizure, or leaving the insurance while keeping debt, or
allegation of forgery, dismissal of the judge, arbitrator, or expert, or rejection or acceptance of the
offer. He shall have the right to receive all papers and notifications related to the Company from any
governmental, non-governmental, judicial or non-judicial entity and to serve notices to third parties,
He shall have the right to submit complaints on behalf of the Company before the Police, the Public
Prosecution and the Courts, and to waive the same after fulfilling the related rights, whether within
the United Arab Emirates or other countries. Moreover, the agent shall have the right to authorize and
delegate whomever he wants from the Company’s employees.

4. To sell, purchase and renewing cars and vehicles owned by the Company with the competent
departments inside and outside the UAE; to appoint whomever he wants in this regard from the

Company'’s employees.

h. Details of Transactions with relevant parties during the Fiscal Year of 2021:

Details of transactions with relevant parties (previous Board of Directors and a Member of the Current Board
of Directors) shall include joint-stock companies in the Union Insurance Company and within the scope of

insurance operations, including public insurances, motors and other insurances, as follows:

Transactions of Relevant Nature of Type of Transaction Size of Transaction
Parties Relation
Receivables =
Total claims under settlement 443,997
Investment Properties Allocated for the full
amount of 72,270,000

Underwritten Premiums 1,298,844
Paid Claims 897,470

The third line in the previously sent document has been deleted
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Classifleation: Internal

j. Detailed description of the Senior Executives:
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a. An update of what was disclosed in the Corporate Governance Report of 2020, where it was decided

to disburse the bonuses to Senior Executives for 2019 and were paid in 2020 after issuing the Corporate

Governance Report:

Position Joining Date Total Paid Salaries & Total Paid Bonuses during
Allowances for 2020 2020 for the year 2019

(Dhs.) (Dhs.)

CEO 01/09/2012 2,400,000 1,500,000

Chairman — Public Insurances 16/10/2011 1,020,000 3,085,634

Chairman — Life Insurance 16/09/2013 1,020,000 3,993,181

CFO 01/08/2019 720,000 50,000

Head of Health Insurance 01/08/2012 689,550 -

Head of IT 08/09/2019 540,000 -

Head of Personnel & HR 01/05/2019 540,000 -

Manager of Legal Dept. 01/05/2013 720,000 =

Manager of Risk Mgt.,, Compliance | 10/11/2013 348,573 -

& Internal Audit

b. Detailed description of amounts paid to Senior Executives in 2021 for 2020:

Position Joining Total Paid Salaries | Total Paid Bonuses Initial Bonuses
Date & Allowances for | during 2021 forthe | Reserve for 2021,

2021 year 2020 may be paid in
(Dhs.) (Dhs.) 2022

CEO 01/09/2012 2,400,000 1,988,450 1,500,000

Chairman — Public Insurances | 16/10/2011 1,020,000 1,058,826 1,000,000

Chairman — Life Insurance 16/09/2013 1,020,000 3,538,938 2,500,000

CFO 01/08/2019 720,000 190,000 -

Head of Health Insurance 01/08/2012 689,550 143,725 -

Head of IT 08/09/2019 540,000 81,000 -

Head of Personnel & HR 01/05/2019 540,000 54,000 -

Manager of Legal Dept. 01/05/2013 720,000 120,000 =

Manager of Risk Mgt, [ 10/11/2013 348,573 41,581 -

Compliance & Internal Audit

4, External Auditor:

a. About the External Auditor:
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PricewaterhouseCoopers is one of the world's largest providers of insurance, tax, business and advisory
services. It is one of the world's largest professional services firms; PWC offers a broad and diverse range of
services, skills and expertise on issues of interest to clients. PricewaterhouseCoopers has been established in
the Middle East region for more than 40 years and has more than 7000 people in 12 countries around the
world. In our region, it has offices in Bahrain, Egypt, Iraq, Kuwait, Jordan, Lebanon, Libya, Oman, Palestine,

Qatar, Saudi Arabia and the United Arab Emirates.

It is worth noting that the first appointment of PricewaterhouseCoopers as an external auditor for the Union

Insurance Company was on 30 September 2021.

b. Costs & Fees of External Auditor:

Name of Audit Office

PWC

Partner Auditor

Mr. Stuart Scoular

Number of service years as an External Auditor

Half a year only, starting from the Third and Fourth

of the Company Quarter of 2021

Total Audit Fees of Financial Statements of

2021

380K, excluding Tax for the Third and Fourth
Quarter of 2021

Fees and costs for Special Services other than

Auditing the Financial Statements of 2021

Details & Nature of other Services provided

Other Services performed by another External | M/s. Ernst audited the Company's Accounts for the

Auditor during 2021 First and Second Quarters before the decision to

dismiss them, which was taken at the Shareholders'

General Assembly Meeting on 30 September 2021.

¢. Remarks included by the External Auditor on Interim and Annual Financial Statements of 2021:

No remarks by the External Auditor.

5. Audit Committee:

(a) Acknowledgment by Head of Commiittee:

The Head of Committee Mr. ALI RASHID AL KAITOUB shall acknowledge his responsibility for the Committee’s

system at the Company, review of its working mechanism and the assurance of its effectiveness.

(b) Members of Audit Committee and a description of their Responsibilities and Duties:

Members of the previous Audit Committee until (11/04/2021):
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Name Designation
Mr. AHMED MAJID LOOTAH Head of the Committee
Dr. BOUSHRA ABDULLAH AL MULLAH Member
Mr., TARIK KHALID AL HAMD Member

After the election of the new Board of Directors on (08/06/2021), the members of the Audit Committee

are as follows:

Name Designation
Mr. ALI RASHID AL KAITOUB Head of the Committee
Ms. ALIA FARID AL HARMOZI Member
Mr, AHMED MANSOUR Member

- Based on the the Board of Directors Meeting held on 16/12/2021, the name of the Audit Committee was

changed to the Audit and Risk Committee and re-formed as follows:

Name Designation
Mr. ALI RASHID AL KAITOUB Head of the Committee
Ms, ABDULLAH AL HOSANI Member
Mr. AHMED MANSOUR Member

Responsibilities and Duties of Audit Committee:

1. Toreview the financial and accounting policies and procedures of the Company.

2. To monitor and follow-up the independence and objectivity of the External Auditor, to discuss the
nature, scope of audit process and its effectiveness in accordance with the approved auditing
standards, including reviewing the quarterly and annual financial statements before issuance and to
be reviewed as part of their normal work, during the year and before closing the accounts in any
quarter. It shall particularly focus on the following:

a.  Any changes in accounting policies and practices.

b. To highlight the areas subject to management discretion.

c. Material adjustments resulting from auditing,

d. Toassume the continuity of the Company's business.

e. To comply with the accounting standards set by the Securities and Commodities Authority.

f.  To comply with the rules of incorporation, disclosure and other legal requirements related
to the preparation of financial reports.

3. Tocoordinate with the Board of Directors of the Company, the Executive Management and the CFO,

or the Acting Manager, in order to perform its duties. The Committee shall meet with the auditors of

the Company at least once dyear.
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10.

11.

12.

13.

14.

15.

To consider any important and unusual clauses that are or should be set out in such reports and
accounts, and shall give due attention to any matters raised by the Company's CFO, the Acting
Manager, the Compliance Officer or the Auditors.
To make arecommendation to the Board of Directors regarding the selection, resignation or dismissal
of the auditor. In the event that the Board of Directors does not agree to the recommendations of the
Audit Committee in this regard, the Board of Directors must include in the Governance Report a
statement explaining the recommendations of the Audit Committee and the reasons why the Board
of Directors did not consider the same.
To develop and apply the policy of contracting with the auditor, and submit a report to the Board of
Directors specifying the issues that it deems important to take actions in relation thereto, along with
providing recommendations for the necessary steps to be taken.

Ensuring that the auditor fulfills the conditions stipulated in the applicable laws, regulations and
decisions, the company’s Articles of Association, and following up and monitoring his independence
Meeting with the company’s auditor without the presence of any of the senior executive
management or its representative and discussing the nature and scope of the audit process and its
effectiveness in accordance with the approved auditing standards.
Approve any additional work carried out by the external auditor for the benefit of the company and
the fees he receives in return for such work.

Investigate everything related to the work of the auditor, his work plan, his correspondence with the
company, his observations, suggestions, reservations, and any substantial inquiries that the auditor
raises to the senior executive management regarding accounting records, financial accounts or
control systems, and follow-up to the extent of the company’s management response to it and
providing the necessary facilities to carry out his work.
To ensure that the Board of Directors shall respond in a timely manner to the clarifications and
material issues raised in the report of the External Auditor.
To review the Company's risk management policies, examine the reasons for defaults of the
Company's obligations, if any, to review the notes contained in the Insurance Authority’s reports and
the reports of the External Auditor and to follow up on the actions taken therein.

Discuss the internal audit system with the Board of Directors, and ensure that it performs its duty to
establish an effective system of internal control.
To consider the results of the main investigations in the internal control matters assigned to the
Committee by the Board of Directors, or to be initiated by the Committee and approved by the Board
of Directors.

To review the auditor's evaluation of the internal audit procedures and ensure that there is

coordination between the internal auditor and the external auditor.
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16. To ensure the availability of the necessary resources for the internal audit task, and review and
monitor the effectiveness of that management.

17. To study the internal audit reports and follow up the execution of corrective measures for the notes
contained therein.

18. To set controls that enable the company's employees to report any potential violations in financial
reports, internal audit, or other matters confidentially, and the steps to ensure independent and fair
investigations for such violations.

19. To monitor the extent to which the Company complies with the rules of professional conduct and
report to the Board of Directors on the issues mentioned herein,

20. To review the transactions of the parties related to the company, and ensure that there is no conflict
of interest and make a recommendation about it to the Board of Directors before executing it.

21. Toensurethe application of the work rules related to its tasks and powers entrusted to it by the Board
of Directors.

22. To submit the report and recommendations to the Board of Directors on the issues mentioned above
and listed in this article.

23. To consider any other subjects set by the Board of Directors,

(c) Number of Meetings of the Audit and Risk Committee during the year, dates and the attendances

of the Members in person:

Audit Committee held (6) meetings during 2021, a description of meetings and number of personal

attendances is as follows:

The Audit Committee Meetings

10 march 2021

17 June 2021
21 June 2021

8 August 2021

14 October 2021

09 December 2021

Number of personal attendances of Auditing Committee Members:

Number of personal attendances of Auditing Committee Members of the previous Board of Directors:

Member Meeting 10/03/2021 Nos. of Attendances
Mr. AHMED MAJID LOOTAH v 1
Dr. BOUSHRA ABDULLAH AL v 1
MULLAH
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Mr. TARIQ AL HAMAD

4

Number of personal attendances of Auditing Committee Members of the new (current) Board of Directors:

Member Meeting Meeting Meeting Meeting Meeting Nos. of
17/6/2021 | 21/3/2021 | 08/8/2021 | 14/10/2021 | 9/12/2021 Attendances
Mr. ALI RASHID v v v v v 5
AL KAITOUB
Mes. ALIA FARID 4 v v v x 4
HARMOZI
Mr, AHMED v v v x v 4
MANSOUR
v’ Attendance X Apology

6. Nomination & Bonuses Committee:

a. Acknowledgment by Head of Committee:

The Head of Nomination & Bonuses Committee Mr. ABDULLAH AL HOSANI shall acknowledge his

responsibility for the Committee’s system at the Company, review of its working mechanism and assurance of

its effectiveness,

b. Members of Nomination & Bonuses Committee and a description of their Responsibilities and

Duties:

Name

Designation

Mr. ABDULLAH AL HOSANI

Head of Committee

Ms. ALIA FARID HARMOZI Member
Mr, MOHAMMED SALEM AL HOSANI Member
Mr. AHMED AL ALAMI Member

& Bonuses Committee was amended to become as follows:

Based on the meeting of the Board of Directors held on 16/12/2021, the members’ structure of Nomination

Name

Position

Mr. ABDULLAH AL HOSANI

Head of Committee

Mr., ALI RASHID AL KAITOUB Member

Mr. MOHAMMED SALEM AL HOSANI Member
Mr. AHMED AL ALAMI Member

Mr. AHMED MANSOUR Member
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Responsibilitics and Duties of Nomination and Bonuses Committee:

1. To set a policy for candidacy for membership of the Board of Directors and the Executive Management,
aiming to take into account gender diversity within the formation and encourage women through benefits,
incentive and training programmes, and provide the Authority with a copy of this policy and any amendments
thereto.

2. Organize and follow up the procedures of nomination to the Board of Directors in accordance with the
applicable laws and regulations, and the provisions of this Resolution.

3. Verify the continued availability of membership conditions for the members of the Board of Directors
annually.

4. To ensure the independence of independent members on a continuous basis.

5. If the Committee finds that one of the members has lost the conditions of independence, it shall submit the
matter to the Board of Directors of the Company, therefore, the Board shall serve a notice to the member, by a
registered letter at his known address, of the reasons for the absence of his independence capacity and the
member shall respond to the Board within fifteen days from the date of notice. The Board shall issue a decision
to consider the member as independent or non-independent at the first meeting following the member's reply
or the expiry of the period referred to in the previous paragraph without reply.

6. Without prejudice to the provisions of Article (145) of the Commercial Companies Law No. 2 of 2015, if the
resolution of the Board is the absence of reasons or justifications of independence of the member which shall
affect the minimum percentage of independent members within the Board, the Board shall appoint an
independent member to replace this member, if the latter submits his resignation due to the lack of
independency, and if such member refuses submitting his resignation, the Board of Directors shall raise the
matter to the General Assembly, to consider the matter and make a decision to assign another member or open
candidacy to elect a new member.

7. The committee is responsible for preparing the policy for granting bonuses, benefits, incentives, and salaries
of members of the company’s board of directors and employees, and review it annually. The committee must
verify that the bonuses and benefits granted to the senior executive management are reasonable and
commensurate with the company’s performance.

8. Ensure that remuneration and bonuses, including options and other deferred bonuses, and benefits offered
to the senior executive management are linked to the company’s performance in the medium and long term.
9. Perform an annual review of the required skills required for the membership of the Board of Directors and
preparing a description of the capabilities and qualifications required for membership of the Board of
Directors, including determining the time that the member must devore to the work of the Board of Directors.
10. Review the structure of the Board of Directors and make recommendations regarding changes to be made,
11. Determine the company's needs for competencies at the level of senior executive management and

employees and the basis for their selection
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12. Prepare and monitor application of a policy for human resources and training in the company, and review
itannually, taking into account gender diversity within the formation of the members of the board of directors
in order to encourage women to nominate for membership in the company's board of directorsand seta policy
for that.

13. Any other issues determined by the Board of Directors.

C) A description of the number of meetings held by the Committee during the Fiscal Year, the dates and the

attendances of the members in person:

Nomination & Bonuses Committee held 2 meetings during 2021; as follows a description of the meetings and

number of in person attendance:

Meetings of Nomination & Bonuses Committee

06 November 2021

20 December 2021

Number of in person attendance of Nomination & Bonuses Committee:

Member Meeting 06/09/2021 Number of attendance
Mr. ABDULLAH AL HOSANI 4 1
Mrs. ALIA FARID HARMOZI 4 1
Mr. MOHAMMED SALEM AL x 0
HOSNI
Mr. AHMED AL-ALAMI v 1

Number of attendance after changing the members’ structure of the Committee;

Member Meeting 20/12/2021 Number of attendance
Mr. ABDULLAH AL HOSANI v 1
Mr. ALI RASHID AL-KITOUB v 1
Mr. AHMED AL-ALAMI v 1
Mr. MOHAMMED SALEM AL v 1
HOSANI
Mr. AHMED MANSOUR v 1

v’ Attendance X Apology

7) Committee of Follow-up and Supervision on the Transactions of the Insiders:

(a) Acknowledgment by Head of Committee:
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The Head of Comsmittee of Follow-up and Supervision on the Transactions of the Insiders Dr. AYMAN
ABDULRAZIQ shall acknowledge his responsibility for the committee’s system at the Company, the review of

its working mechanism and the assurance of its effectiveness.

(b) Name of Committee Members:

1. Dr. AYMAN ABDULRAZIQ — Director of Legal Department — Head of Committee

2. Mr. AMIT KATARIA — Director of Internal Control Department — Compliance Officer — Member

3. Mr. MOHAMMAD RADI — Assistant Deputy Chairman — CFO — Financial Department & Accounts —
Member

Responsibilities & Duties of the Committee:

— The Committee shall be responsible for the managing, monitoring and supervising the transactions
of Insiders and their property, maintaining their record and submitting the periodic reports and
statements of the market.

—  To maintain a record of all Insiders that include their statements and periodic declarations, and the
declarations submitted by the Board of Members.

—  Toinform regulatory bodies of any changes that occur in the record.

—  To inform anyone of their status as soon as they become an insider and to obtain their signature on
the required forms,

— Toinform Insiders of the periods of prohibition of trading specified by the market upon receipt, along
with the other prohibitions periods approved by the instructions and circulars issued by the
concerned authorities, as well as clarifying the permanent and temporary prohibition periods.

—  To review and monitor the trading policies of Insiders, including periodic changes thereof, and to
receive and review reports of trading made by Insiders.

— To inform the Board of any trading conducted by the Insider in case of violation of the laws,
regulations and circulars issued in this regard and the actions taken and/or required in this regard.

— To maintain the confidentiality of information and data provided by the Board of Directors.

{c) Summary of the Committee’s work during 2019:

The Committee held a meeting on September 30, 2021 in the presence of all its members, where it reviewed
the rules concerning the transactions of Insiders by reviewing the trading reports of market, review the record
of insiders, follow-up the prohibitions periods determined by the market and ensure that the insiders are

notified,

8) Investment Committee:
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(a) Acknowledgment by Head of Committec:
The Head of Investment Committee Mr. NASSER BIN RASHID AL MUALLA shall acknowledge his

responsibility for the committee’s system at the Company, the review of its working mechanism and the

assurance of its effectiveness.

(b) Members of Investment Committee and a description of their Responsibilities & Duties:

Name Designation

Mr. NASSER BIN RASHID AL MUALLA Head of Committee

Mr. AHMED MANSOUR
Mr. ABDULMUTALLAB MUSTAFA AL JAEDI

Member

Member

Responsibilities & Duties of Investment Committee:

1. To develop and monitor the investment strategy and policy.

2. To prepare and discuss investment plans, review the fundamentals in relation to the nature of
investment activities, and to prepare a plan of action accordingly, in addition to making
recommendations for the Board of Directors.

3. Toreview the investment financial results and make the necessary recommendations thereon.

4. To manage the Company's investments in accordance with the interests of the Company and the

directives of the Board of Directors.

(c) Number of meetings held by the Investment Committee during the year, the dates and attendances of the

members in person:

Member Meeting 24/06/2021 Number of attendance
Mr. NASSER BIN RASHID AL 4 1
MUALLA
Mr. AHMED MANSOUR v 1
Mr. ABDULMUTALLAB v 1
MUSTAFA AL JAEDI

9) Internal Control System:

{a) Acknowledgement by the Board of their responsibility for the Internal Control System at the

Company, the review of its working mechanism and the assurance of its effectiveness:

The Board shall acknowledge their responsibility for the Internal Control System at the Company, the review
of its working mechanism and the assurance of its effectiveness in accordance with the relevant laws,

regulations and resolutions of the Securities and Commodities Authority.
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(b) The Managing Director & his Qualifications:

A competent department for internal control was established, managed by Mr. AMIT KATARIA who was
appointed on 10/11/2013, who also takes the responsibility of Compliance Officer, holder of a Bachelor of
Commerce degree from the University of Mumbai (Faculty of Commerce and Economics). He holds an ICAI
certificate from the Indian Institute, an AICPA certificate from the American Institute of Certified Public
Accountants in Colorado, in addition to 12 years of experience in auditing, compliance and risk management
due to working for several insurance companies such as TATA AlIG and Universal Sompo Japan.

Ms. MASOUMEH KARIMI is also works as Anti-Money Laundering Officer since 03/05/2016 pursuant to the

instructions of Insurance Authority.

(c) Name, qualifications and date of appointment of Compliance Officer:

Mr. AMIT KATARIA takes the responsibility of Compliance Officer.

(d) How the Internal Control Department handles any major problems in the Company:

The Internal Audit Department shall prepare an annual plan to identify the risks and the degree of severity,and
to review and audit the various sections, departments and branches of the Company, where periodic reports
shall be submitted on the tasks performed to the Audit Committee, which are presented to the Board of
Directors, as well as a plan that aims at handling or limiting violations, if any. Noting that the Internal Control

Department did not encounter any problems at the Company during 2021.

(e) The number of reports issued by the Internal Control Department:

The number of reports issued by the Internal Control Department during 2021 reached fifteen reports.

10) Details of violations committed during the Fiscal Year, the reasons and how to deal with them, and
the way to avoid reoccurrence in the future;

During 2021, the company recorded a provision against fictitious real estate investments recorded in the
company’s books at the end of 2020, which was made with related parties to the previous board of directors,
which led to a solvency deficit. Accordingly, the company submitted a plan to cover the solvency deficit on
November 11, 2021 to the Central Bank, detailing procedures to be done. The Central Bank responded in its
letter dated January 13, 2022 by giving the company a grace period until September 30, 2022 to cover this

deficit.

Then, the company, as part of its action plan, disposed of the investment focus on one share in November

2021, which lead to a reduction in the solvency deficit by 94%, as the deficit as of December 31,2021 reached
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an amount of 2.3 million dirhams, and the company is confident of recovering its solvency during the first

quarter of 2022.

11) A description of cash and in-kind contributions made by the Company in the development of

community and preservation of the environment during the year 2021:

The company launched an initiative to donate clothes with the DAR AL BER Charitable Authority in all of the

company's offices and branches, and we provided the authority with 7 full boxes of clothes.

We also launched an initiative to donate unused medicines in cooperation with the Dubai Health Authority.
The Company continued its initiatives to recycle paper and HP ink cartridges in its offices across the UAE, in
order to reduce the Company's impact on the environment, as it recycled more than 7048 kilos of paper and

2481 ink cartridges until the end of 2022.

12. General Information:

(a) Description of the Company's share price at market (closing price, highest price, lowest price) at

the end of each month during the Fiscal Year 2021:

Month High Low Last Close
Jan-21 0.670 0.650 0.650
Feb-21 0.700 0.665 0.665
Mar-21 0.680 0.650 0.680
Apr-21 0.680 0.620 0.620
May-21 0.600 0.540 0.600
Jun-21 0.680 0.600 0.680
Jul-21 0.612 0.612 0.612
Aug-21 0.612 0.612 0.612
Sep-21 0.710 0.550 0.710
Oct-21 0.710 0.550 0.710
Nov-21 0.640 0.640 0.640
Dec-21 0.720 0.720 0.720
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(b) Description of the comparative performance of the Company's shares with the General Market

Index and the Sector Index to which the Company belongs during 2021:
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(c) Description of Shareholders' Equity as on 31/12/2021 (Individuals, Companies, & Governments) classified

as follows: Local, Gulf, Arab, & Foreign:

No. Shareholder Shareholding
Classification Individual Companies | Government Total
1 | Local 120,713,480 | 197,316,268 0 318,029,748
2 | Gulf 160,165 0 0 160,165
3 | Arab 70,680 109,102 0 179,782
4 | Foreign 169,485 12,400,000 0 12,569,485
5 | Total 121,113,810 | 209,825,370 0 330,939,180

(d) Description of Shareholders holding 5% or more of the Company's Capital as on 31/12/2021:;

No. Shareholder Name No. of Shares Shareholding %
1 | SALEM ABDULLAH SALEM AL HOSANI 76,614,519 23.15%
2 | Umm Al Quwain General Investment Company PSC 62,243,001 18.81%
AL MANAR INVESTMENT AND DEVELOPMENT 60,794,304 18.37%
! CENTER
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4 | GULF GENERAL INVESTMENT COMPANY 22,943,161 6.93%

5 | GULF FALCONS GENERAL TRADING LLC 20,055,020 6.06%

(e) Distribution of Shareholders in accordance with the size of ownership as on 31/12/2021:

No. Shareholding (Share) No. of Shares No. of Shares Owned Shareholding
1 Less than 50,000 13,128,085 2,031 4.0%
2 | From 50,000 uptoless than 500,000 5,657,086 45 1.7%
3 | From 500,000 up to less than 31,508,597 14 9.5%
5,000,000
4 | Over 5,000,000 280,645,412 10 84.8%
TOTAL 330,939,180 2,100 100.0%

(f) Actions taken with regard to the Controls of Investor Relations:

Ms. RIHAM OSAMA was appointed as Investor Relations Officer, who holds a Bachelor of Commerce,
Accountancy Degree, from Ain Shams University, has a Master in Marketing from Liverpool University. You
can contact her easily through the information posted on the Company's website (Riham Osama —

riham.o@unioninsurance.ae — Tel No. +971 4 378 7609),

An electronic link was also created on the Company's website:

(https://www.unioninsurance.ae/en/about_us/#/InvestorRelations), through which all financial reports,

Company news, developments and related events can be viewed.

(g) Special Resolutions presented to the General Meeting during 2021 and the actions taken thereon:

- Amendment of the articles of the Company’s Articles of Association, which was in¢luded on the Cgmpany's
website, was approved at the General Assembly Meeting held on l08/06/2()2’\.
- A decision was taken to issue mandatory convertible bonds into shares with a total value of 50 Million by the

General Assembly at its meeting held on 30/09/2021.

(h) Rapporteur of the Board of Directors and Date of Appointment:

Mes. RANEEM FAJR MAHMOUD who was appomted on 29/09/2021 by the Board of Directors, undertakes

the duties of the Rapporteur of Company's Board of Directors,

[NERINEE TEREE U

(i) The Company's significant events during 2021:
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- Resignation of the Chairman and Members of the Board of Directors on 11/04/2021, and a new
Board of Directors was elected by the Company’s General Assem bly on 08/06/2021.

- An Extraordinary General Meeting was held at the request of a shareholder in which the external
Auditor Ernst & Young was dismissed and PWC was appointed as the Company's new Auditor,

- Authorizing the Board of Directors to recover the allowances and fees paid - unjustly and in violation
of regulations and laws - to the previous Board of Directors before their resignation, amounting to
2.975 Million Dirhams, which were paid in the First Quarter of 2021, and to sue the previous Board
and others punitively for false real estate investments.

- The Board took a decision to take an allocation for the full value of the false real estate investments
amounting to 72.3 Million Dirhams, which were made during the tenure of the previous Board of
Directors.

- The Company launched its pages on social networking sites; it published its news and interacted with
customers through Facebook, Instagram, Twitter and LinkedIn.

- The Company has launched a new channel to communicate with customers, which is WhatsApp
Business, to receive their inquiries during official working hours.

- The Company has launched a platform for clients on its website to help them view their documents
and track their claim 24/7.

- ltallowed insurance brokers to sell term life insurance online.

- Itlaunched a system to help its partners from the repair shops from bidding and buying car salvage
via the Internet.

- Small and medium-sized enterprises can now get a quotation for their employees’ health insurance
online.

- The Company launched the Etihad Fitness Challenge Initiative to encourage employees to adopt a
healthy lifestyle.

- The Company presented an initiative with Noon to give employees and customers a cash discount
on their purchases from the website.

- The Company has teamed up with Etihad Aviation Group to offer motor insurance specifically
designed for the Group's employees and their families.

- The Company has moved its branch in JLT to a new location.

(i) Transactions carried out by the Company during 2021, which are equal to 5% or more of the

Company's Capital:

N/A
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K- Statement Of Percentage Of Emiratization By The End Of 2019-2020-2021:

The percentage of Emiratization in the company for the year 2019 reached (5,29%)
The percentage of Emiratization in the company for the year 2020 reached (9,8%)
The percentage of Emiratization in the company for the year 2021 reached (10,1%)

L - Innovative Projects And Initiatives Undertaken By The Company Or Under
Development During The Year 2021:

The company did not undertake innovative projects or initiatives during the year 2021.

Position Signature Date

Chairman of The Board of

Directors N
he- S

d of The Audit
) &Y

Committee S y

Chairman of The

Nominations and

Remunerations Committee

i p.a ‘-
Director of The Internal
Control Department :
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Sustainability Report 2021

Classification: Internal
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Introduction

About this report

We, Union Insurance company, are pleased to issue our Sustainability report for
the year 2021. Through this report, we are highlighting our capabilities and
achievements that comply with the ESG values and objectives.

This report has been issued in compliance with the disclosure guidance set by the
Abu Dhabi Securities Exchange on Environmental, Social & Governance (ESG)
Disclosures for listed companies.

About us

Union Insurance was established in 1998 with a paid-up capital of over AED 330
million. It is licensed by the Central Bank of UAE and listed on the Abu Dhabi
Securities Exchange, with its corporate office located in Dubai.

At Union Insurance, we provide a comprehensive range of retail and commercial
insurance products to clients in the UAE, as well as the Middle East. Led by some
of the most experienced and respected professionals in the industry, we make it a
point to offer innovative, superior-value insurance coverage.

This includes both standard and customised policies to help individuals; small,
medium, and large enterprises; and government entities, obtain reliable and cost-
effective insurance covers. We offer additional insurance services as well. They
include risk assessment and gap analysis of insurance coverage, conducted by
professionals with decades of experience.

Our comprehensive coverage in areas including (but not limited to) life, health,
automobiles, property, engineering, liability and maritime, frees our clients to focus
on their core operations, and gives them the surety of having robust insurance
policies to manage various risks.

We have obtained ISO 14001, OHSAS 18001, ISO 9001 and ISO 10002
certification.

Mission
To deliver innovative, high-value insurance products that provide better risk
management solutions to individuals, companies and governments.

Vision
To be the trusted insurance provider in the United Arab Emirates and wider Middle
East region.

Values

Empowerment- Equal Opportunity- Friendship- Innovation- Quality- Reliability-
Social Responsibility- Teamwork- Trust



A Successful Growth Story

Continue to Focus on Profitable

Market Position (in GWP terms) improved from
#20 in 2011 to #6 in 2016

Growth Phase

Secured Life Insurance license

Rated by A.M. Best

Grew at 40%-50% annually

Implemented Corporate Governance Framework

INCEPTION ) Launched direct sales force and tele-assurance "
U/ - estaviishedin 1998 witn bl menied ERM
AED 30mn paid-up capital .

1 ©

Growth and Strengthening of
Balance Sheet

Strengthenad market position
Enhanced brand visibility

Added new products and pariners
Technological advancement
Strengthenad compliance framework

Launched smart and integrated application
for customers

Developed Al-empowered system for Motor
insurance

I oy T ETE T I
UMIOMNINSURANCE
\"/ ‘ Pre-Growth » "u ‘ Growth »
1998-2011 vy 2013-2014 2017- 2018 l
Sold mainly Motor and Medical ey
products
Only Branch and Broker channels Expansion o
In 2007, increased capital to AED Revival * Expanded product suite and * BCF put to successful test during this
221mn through rights issuance * Change in branding, partners pandemic period. o
In 2008, further increased capital management and business maodel * Enhanced Govemance/ BCM/ * Emphasis on IT Security with Data
to AED 331mn by conversion of *  Added new channels — Corporate DR/ Risk Management Center in UAE cloud. .
converiible bonds Life and Corporate General * Strategic tie-ups in Oman * Systems upgrade/automations
*  Product diversification * Launched insurance bond — * Improved customer experience with
v Expanded branch network QROPS revamped website and self service

» Parinership with aggregators

Financial Stability

Highlights

Management

functionalities.
»  Cyber Risk Initiatives
* Launched Tele-consultation for Medical

Union Insurance management’s collective experience and its low turnover for the
past decade has positively impacted the company progress and instilled

confidence in its direction and business strategy.

Union management team comprises well experienced and

gualified senior

professionals. All the key positions such as in Underwriting, Finance and
Accounting, Legal, Actuary, IT and Business are filled with professionally qualified

personnel.



Reinsurance Arrangements

Union is supported by a panel of leading reinsurers who have long standing
arrangements with the company. This has helped in sustaining the financial
stability of Union.

Key Performance Indicators 2021

Gross Written Premium 867,911 900,083
Net Earned Premium 307,863 264,994
Reinsurance Ratio 57.2% 58.2%
Net Claims Incurred Ratio 42.3% 57.3%
Combined Ratio 100.6% 97.1%
Return on Average Equity -1.7% 5.8%
SCR Solvency Margin Surplus/(Deficit) 21,186 (2,299)
Solvency Ratio 112.9% 98.3%

Solvency and Investments

The Company recorded a provision against advances for real estate properties
during 2021 resulting in solvency deficiency. The Company has submitted an initial
solvency recovery plan on 11 November 2021 detailing the proposed course of
action. The CBUAE has vide its communication dated 13 January 2022 gave the
company time till 30 September 2022 towards the restoration of solvency. The
Company, as part of its submitted action plan, divested the concentrated equity
position on one investment during November 2021. This has resulted in reducing
the solvency deficiency by 94%. The solvency deficit as at 31 December 2021
stands at AED (2.3 million) and the company is confident of restoring the solvency
during the 1st quarter 2022.

The company monitors its solvency position regularly.

As at 31st December 2021, the company has total invested assets of AED 338
million with 88% invested in Cash and Deposits.

Rating

The Company’s Financial Strength Rating of B+ (Good) and Issuer Credit Rating
of (BBB-) was affirmed by the International Credit Rating Agency A. M.
Best. According to AM Best's Press Release on 09th December 2021 — “these



ratings reflect Union’s Balance Sheet strength, which A.M. Best categorizes as
strong, as well as its adequate operating performance, limited business profile and
appropriate enterprise risk management”.

Claims Management

We are committed to settling claims quickly and efficiently to ensure that the
insured, who suffered financial losses, is able to come back to business quickly.
The claims we pay towards Healthcare, Credit, Property and Liability are examples
of where our company has helped individuals and companies, suffering from
financial losses, by providing them with payments, either on indemnity basis or
fixed sum assured and thereby contributing to the welfare of the economy.

The table below summarises our claims payments over each of the last 5 years.
Our experience has been consistent over all years, with net loss ratios between 40
— 60%, demonstrating our stability and sustainability.

Net Claims Analysis AED'000s
Incurred Earned
Loss Year Claims Premium Loss Ratio
2017 257,054 427,057 60%
2018 186,144 389,950 48%
2019 159,668 320,143 50%
2020 130,068 291,394 45%
2021 171,164 292,201 59%
TOTAL 904,098 1,720,745 53%

Our incurred claims represent the total claims expected, including claims already
paid. Our future estimates are based on recent experience and these are updated
on a quarterly basis in case of any adverse experience. This is done to minimise
unexpected claims and ensure sustainability in the long term. This demonstrates
our commitment to ensuring that policyholder liabilities are met appropriately.

Further, our efficient underwriting processes result in healthy loss ratios, ensuring

that we have sufficient funds to cover the fixed and variable expenses associated
with the business. This is vital to ensure our business remains sustainable.

COVID



With regards to Covid claims, we have continued to cover the financial costs with
respect to the impact of Covid on health, even before the government capped
hospital costs, we were fulfilling our obligations and covering the costs, and we're
projecting expected covid-related claims costs based on realistic assumptions,
monitoring and updating the analysis every quarter.

In Health insurance, we have responded to 100% of the suspected and reported
Covid cases and paid total claims of AED2,824,104.45 till 31 December 2021.

In Life insurance, we have also contributed towards the welfare of the society and
the economic growth by compensating people for their losses incurred by the
pandemic. In 2020, we paid a total AED AED 25,720,806/- in Covid related life
insurance claims.

Corporate Governance

Business Continuity
Our business continuity plan ensures that we are prepared for any disruption.

One of the key focus in our BCP and Disaster Recover is the recovery of a
company's IT system after a crisis considering the Recovery Point Objective and
Recovery Time Objective. In order to achieve this, we have a detailed backup
policy along and our primary data center is situated in Dubai with Disaster
Recovery in Abu Dhabi.

Compliance & Governance

The Compliance and Corporate ethics policies have been implemented and these
are our enabler in sustainability framework.

The Regulatory areas are given outmost priority and adherence to regulatory
Compliance requirements are always ensured. The Corporate Code of Conduct
policy has been revised and updated from time to time. The recent update was
approved by the Board in 2021 and implemented for all employees and Board of
Directors and the compliance to this is being monitored. We have robust and
comprehensive process for handling all relevant regulatory and compliance
requirements including submission to the Regulatory bodies. The dedicated
Compliance team as part of UIC line of defense is formed to Liaise with Regulatory
bodies and responsible for Compliance Monitoring framework. Following are the
key highlights related to UIC Sustainability in Compliance:

1. UIC Compliance Manual
2. Anti-Money Laundering Policy/ AML Screening system
3. Effective Corporate Governance Framework



4. Compliance Management System with Regulatory Repository
5. Compliance Owners and Compliance monitoring Controls
6. Compliance Training to Employees

Risk Management

The goal of UIC Risk Management process is to ensure that the operations which
expose us to risk are consistent with our Strategy /Business plans and overall Risk
philosophy while maintaining an appropriate balance between risk/ reward and
enhance the stakeholders value. The Insurance processes are designed within the
Risk Management framework to ensure assessment of risks prior to underwriting.
The Risk Management principles are embedded in UIC Operational and Financial
Processes and further mitigation/controls are assigned for the risks which are
having impact on UIC Operational Processes.

The Board monitors the overall UIC Risk Management framework, process and
practices and approves the overall Risk Appetite. The Audit and Risk Management
Committee of the Board has primary oversight over Enterprise Risk Management
and Senior Management share responsibility and accountability for effective
management of Risks across the Organization. The Risk registers of all the key
processes like Underwriting, Operational, Financial and Regulatory areas are
developed with the Mitigation/Controls. Further the Emerging risks are also
monitored for risk exposure and time to time communicated within the Risk owners
to have adequate controls in their area of Operation. The qualitative and
Quantitative approach is being followed for assessment of risks and monitoring the
Risk exposure for each type of risk category. Following are the key highlights
related to UIC Sustainability in Risk Management:

1. Audit and Risk Committee Oversight Role

2. ERM Procedures

3. Enterprise wise Risk Register with Mitigation Controls and Regular Risk
Assessment

4. Risk Management (GRC) system

5. Risk Appetite and Tolerance Limits

6. Risk Culture with the Functional Departments

Distribution Channels

In addition to our 8 offices and branches across the UAE, Union utilises a number
of diversified channels ensuring sustainability, reduction in costs and continued
growth. A budding channel is social media where we started to engage with our



customers through five platforms (Facebook, Instagram, LinkedIn, Twitter and
WhatsApp).



Digitalization & Transformation

¢ Our digital transformation strategy ensures that technology is harnessed to
cater to our customers evolving needs and enhance our operational
efficiencies.

e We enable our stakeholders to engage with us through various digital
platforms which ensures sustainability in the digital era. We believe in
providing self-servicing capabilities through our various B2C & B2B Portals
along with automations in the area of Claims, Quote Generations,
Business Analytics etc.

e With digitization rises the need of data security and customer data
protection. We adhere to NESA, ADHICS Standards and have a
comprehensive Information Security policy.

e We also have ISO27001, NESA, PCI DSS, SOC Compliant Data Center.
Our multi-layered security architecture protects from cyber-attacks and
Intrusion attempts.

¢ We have an efficient approach to date backup and recovery. We keep a
secure storage of data that prevents loss and permits timely restoration.

2 \Q

BI/ANALYTICS

USER EXPERIENCE PROCESS AUTOMATION TECHNICAL UPLIFTS

+ Focus on better customer

SELF SERVICING

End-End Automation of various

experience using enhanced
UI/UX of Applications with
consideration of Mobile First
approach.

+ Website optimized for Search

Engines with Analytics on
user navigation patterns.

+ Enhanced Customer

Communication.

* Increase in Servicing

Touchpoints for Individuals
and Partners using Customer
Self Service / Partner Portals
and WhatsApp service.

* On the fly Quote generated

by Customer/Partners/Sales.

* Customers can buy Policy

Online, Renew Policy,
Register Claims and Track
their claims.

processes like;

+ Motor Claims process.
+ AML process

* Use Cases identified for

technologies like RPA, OCR for
automating routine task in areas
of Finance, Health, Life and
Regulatory.

+ Keeping up the curve with

the latest technology and
business needs;
upgrades/revamp of

+ Health, Finance and Life Core

systems

+ Technical Refresh of Network

Devices, Software, OS and
Laptops/Desktops

+ Enhanced Security.

+  Using advance analytical

solutions like Power BI,
various Operational and
Management MIS have
been published.

* Roadmap is towards Single

view of customer and
predictive analysis
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Social Responsibility

Social Initiatives by UIC

Under our value-added service, Balsam, we continue to sign up new partnerships
to provide our clients with several carefully designed programs that provide relief
to certain areas that aren’t covered under traditional health insurance policies.

During the holy month of Ramadan, we organised clothes donation campaign with
Dar Al Ber Society. Collection boxes were placed in all of our offices and we were
able to donate 7 full boxes to the charity organisation.

In collaboration with our Health Department, we organised a campaign for unused
medications to distribute it to the needy who cannot afford the treatment, ensure
safe disposal of medicine and increases awareness of the importance of avoiding
medicine wastage to reduce financial and environmental impact. In total, we
collected approximately: 1000 tablets, 30 sachets, 9 syrup bottles which were
given to DHA or any registered UAE charities.

Employees

Ensuring employee wellness is an important objective at Union Insurance. The
management is actively involved in identifying and adopting/implementing policy
changes that benefit our employees.

In Q3 2021, we launched Union Fitness Challenge where employees were invited
to take part in a 3-month fitness challenge in a fun and creative manner.

Additionally, as part of promoting a healthy corporate culture and emphasising the
importance of physical activity, we have supported our 27 employees who joined
the Dubai run on Nov 29.

In line with the federal government initiative, we have promoted work life balance
by adopting a 4.5 day work week.

We have also tied up with Noon to offer our employees and their families discounts
on their purchases.

Union also issues a bi-monthly staff magazine, Al Nabaa, to facilitate employee

engagement where they learn about each other’s achievements and personal
milestones.
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Diversity and Inclusion

Our Diversity and Inclusion framework helps UIC to target initiatives and improve
diversity and inclusion across the corporate. UIC is committed to developing
policies, practices, and ways of working that support diversity. Employees from
over 23 different nationalities are currently working at UIC.

Equal opportunity is offered at UIC and women form 36% of the workforce vs men
at 64%

All employees are evaluated basis their contribution to their respective teams and
the organization. The organization also complies with all the statutory requirements
listed by the Ministry of Labor.

Women in Leadership
As an organization, we help nurture and grow individuals to lead senior positions
like Branch Managers, Actuarial Services, etc...

Emiratisation

Inspired by the UAE Vision 2021 that aims to empower UAE nationals to drive
economic growth by increasing their participation in the labour market, we are
firmly committed to nurturing and developing the local Emirati community for the
long-term benefit of our business and the national economy. In 2021, 10.1% Of
our workforce are UAE nationals and we continue to develop Emirati talent and to
meet the regulatory requirements of Emiratisation.

Training and Career development

A New Joiner Orientation (NJO) is the first training session that all employees go
through. This session is aimed to help the employees get better acquainted with
the organization structure and technical areas/departments.

Post the NJO, each department head puts the employee through a training
program/period. This is managed directly by the department and is customized
basis the role and career level of the individual. The objective is to ensure that the
employees is coached by experienced team members on the tasks and process
using real life examples and situations. This also allows the employees to
understand their role, responsibilities, and key performance areas.

We also provide annual online training for AML and IT Security via our inhouse
training platform.
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Environmental Responsibility

Energy Efficiency

We aim to be energy efficient at Union in line with the UAE’s direction to reduce
emission.

We have LED energy efficient lights in our local offices and the air conditioning is
programmed to switch off when no one is in the office. We have also instilled a
culture where our staff switch off the lights before they leave.

Paper

We are continuously introducing initiatives that help reduce our environmental
footprint across our local offices. We also engage employees through eco-friendly
awareness and education to be more environmentally responsible.

We strive to conduct our business in a manner that causes no harm to the
surrounding living environment. As we are taking significant steps in our digital
transformation process, we are reducing the use of paper. Our customers can buy
policies online as well as submit their claims. This has also helped in reducing air
pollution as fewer customers find it necessary to visit our offices for insurance
services.

We have tied-up with Greenbox to recycle paper across our offices. In 2021, we
have recycled 589 kg of paper, down 15 % from 2020.

Ink cartridges

We are a member of HP Planet Partners for recycling used ink cartridges and till
31 December 2021 we have recycled 2481 ink cartridges.

In some select departments, black and white printers have replaced color printing
for a more environmental-friendly printing as it reduces consumption of ink.
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