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UNIONINSURANCE
Dear Shareholders,

On behalf of the Board of Directors of Union Insurance Company P.J.S.C., we are pleased
to present our Annual Report for the year ended 31st December 2024, This report
provides an overview of the company’s financial and operational performance, key
strategic initiatives, and future outlook.

1. Strategic Overview

Despite global economic challenges and evolving regulatory frameworks, Union
Insurance Company P.J.S.C. has remained resilient and adaptive throughout 2024, The
company continued to strengthen its market position by enhancing operational
efficiencies and implementing customer-centric strategies.

The adoption of IFRS 17 for the second consecutive year has reinforced financial
transparency and performance assessment. Our focus remains on sustainable growth,
risk management, and technological innovation, all of which support our long-term
financial stability.

2. Key Financial Performance Indicators

In compliance with the UAE Central Bank regulations, the company continues to
maintain technical reserves as recommended by the appointed actuary. The company’s
financial strength and stability were reaffirmed by Fitch Ratings, which assigned Union
Insurance Company P.J.S.C. a first-time Insurer Financial Strength (IFS) Rating of "BBB"
with a Positive Outlook.

According to Fitch’s latest report, "The Positive Outlook reflects the anticipated
improvement in financial performance due to management actions aimed at enhancing
underwriting profitability. The rating reflects the company’s strong capital base, efficient
performance, and robust reinsurance protection.

3. Financial Results for 2024

o Gross Premium: AED 654.7 million (2023: AED 726.7 million)

o Insurance Revenue: AED 591.4 million (2023: AED 633.5 million)

« Insurance Service Result: AED 28.6 million (2023: AED 1.2 million)

o Investment Income: AED 19.7 million (2023: AED 17.2 million)

« Net Profit after Tax: AED 38.3 million (2023: Net Loss of AED 2.5 million)

o Total Equity (31/12/2024): AED 243.3 million (2023: AED 205.0 million)

o« Total Assets (31/12/2024): AED 1.514 billion (2023: AED 1.457 billion)
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4. Corporate Governance and Risk Management

The Board of Directors remains committed to maintaining strong corporate governance
standards in line with international best practices. The company continues to enhance
its Enterprise Risk Management (ERM) framework to mitigate potential risks and improve
capital allocation.

5, Strategic Initiatives and Future Outlook
In 2024, the company pursued various strategic initiatives, including:

o Digital transformation to improve customer experience and streamline
operations.

o Partnership initiatives and acquisition of new customers to enhance market
presence and service offerings.

« Integration of sustainability, environmental, social, and governance (ESG) factors
into business strategies to align with global best practices.

Looking ahead, the company will focus on profitable growth, disciplined underwriting,
and leveraging innovation to create long-term value for shareholders.

6. Dividend Policy

The Board has resolved not to distribute cash dividends for the year 2024. This decision
aligns with our long-term strategy to strengthen capital reserves and ensure sustainable
financial health.

7. Acknowledgments

The Board of Directors extends its sincere appreciation and gratitude to all shareholders,
clients, and business partners for their continued support. We also express our deep
appreciation to the company’s management and employees for their dedication and
commitment to the company’s success.

We look forward to another successful year ahead, God willing.
For and on behalf of the Board of Directors

Chairman of the Board
Nasser Rashid Abdulaziz Almoalla

Classification: Confidential
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INDEPENDENT AUDITOR’S REPORT
To the Shateholders of Union Insurance Company P.J.S.C.

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Union Insurance Company P.J.8.C. (the “Company”), which comptise
the statement of financial position as at 31 December 2024, and the statement of profit or loss, statement of other
comprehensive income, statement of changes in shateholders’ equity and statement of cash flows for the year then
ended and notes to the financial statements, including material accounting policy information,

In our opinion, the accompanying financial statements present faitly, in all material respects, the financial position
of the Company as at 31 December 2024, and its financial performance and its cash flows for the year then ended
in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standatds on Auditing (ISAs). Our responsibilities under
those standards are further desctibed in the “Auditor's Responsibilities for the Andit of the Financial Statements” section of
our report. We ate independent of the Company in accordance with International Eithics Standards Board for Accountants’
International Code of Ehics for Professional Acconntants (including International Independence Standards) (IESBA Code)
together with the other ethical requirements that are relevant to our audit of the Company’s financial statements in
the United Atab Emirates, and we have fulfilled our other ethical responsibilities in accordance with these
requirements of the IESBA Code. We believe that the audit evidence we have obtained is sufficient and approptiate
to provide a basis for our Opinion.

Key Audit Matters
Key audit mattets are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the Company for the year ended 31 December 2024. 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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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Union Insiitance Company P.J.S.C. (continued)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

I\l{.\';\udit Matter

As at 31 December 2024, the Company’s Insurance
Contract Liabilities and Reinsurance Contract Assets are
valued at AED 818.8 million and AED 612.2 million,
respectively. (Refer to note 14).

Valuation of these Insurance contract liabilities and
Reinsurance contract assets involves significant
judgements and estimates, particularly with respect to the
eligibility of measurement models and estimation of the
present value of future cash flows.

These cash flows and liabilities primarily include expected
ptemium receipts, expected ultimate cost of claims and
allocation of insurance acquisition cashflows, which are
within the contract boundaties.

The calculation for these liabilities includes significant
estimation and involvement of actuatial experts in otder
to ensure the appropriateness of discount rates,
methodology, assumptions and data used to determine
the estimated present value of future cash flows.

As a result of the above factors, we consider the valuation
of these insurance contract liabilities and reinsurance
contract assets as a key audit matter.

Valuation of Insurance Contract Liabilities and Runsumncc. Contract Assets

How our audit 1dc]rc,s'~c'r.l The l\c'\ aud!t matter

We performed the Howmg procedurcs mcon]unctlon |
with our actuatial specialists:

- Understood and evaluated the process, the design
and implementation of controls in place to
determine valuation of Insurance contract liabilities
and Reinsurance contract assets;

- Assessed the competence, capabilities and
objectivity of the management’s appointed actuary;

- Tested the completeness, and on sample basis, the
accuracy and relevance of data used to determine
futute cashflows;

- Evaluated the appropriateness of the methodology,
significant assumptions including risk adjustment,
PAA eligibility assessment, discount rates and
expenses included within the fulfilment cashflows.
This included consideration of the reasonableness of
assumptions against actual historical expetience and
the appropriateness of any judgments applied;

- Independently reperformed the calculation to assess
the mathematical accuracy of the Insurance contract
liabilities and Reinsurance Contract Assets on
selected classes of business, particularly focusing on
largest and most uncertain reserves; and

- Evaluated and tested the calculation of the allowance
for expected ctedit loss allowance including the data,
key assumptions and judgments used.

Other Information

Management and directors are responsible for the other information. The other information comprises the information
included in the Directors’ report but does not include the financial statements and our auditot’s report thereon, Qur
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 tead the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements, or our
knowledge obtained in the audit ot otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is 2 material misstatement of this other information,
we are required to report that fact. We have nothing to report in this regard.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Union Insurance Company P.J.S.C. (continued)

Repott on the Audit of the Financial Statements (continued)

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
Accounting Standards as issued by the IASB and their prepatation in compliance with the UAE Federal Decree Law No.
(32) of 2021, and UAE Federal Law No. (48), and for such internal control as management determines is necessary to
enable the preparation of financial statements that ate free from material misstatement, whether due to fraud or etror.

In preparing the financial statements, management is tesponsible for assessing the Company’s ability to continue as a going
concetn, disclosing, 2s 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 opetations, ot has no realistic alternative but to do so.

Those chatged with govetnance 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 teasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or ertor, and to issue an audito’s repott 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 atise from fraud or errot 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 skepticistn
throughout the audit. We also:

®  Identify and assess the tisks of matetial misstatement of the financial statements, whether due to fraud or ertor,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropfiate to provide a basis for our opinion. The risk of not detecting a material misstatement tesulting from
fraud is higher than for one resulting from errot, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the ovetride of internal conttol.

®  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.

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

®  Conclude on the apptopriateness of management’s use of the going concern basis of accounting and based on
the audit evidenced 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 ate required to draw attention in our auditor’s teport to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions ate 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.

®  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.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Union Insurance Company P.J.S.C. (continued)

Report on the Audit of the Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

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

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

From the matters communicated to 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 and regulations ptreclude public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in out report because
the adverse consequences of doing so would reasonably be expected to outweigh the public intetest benefits of such

communication.

Report on other Legal and Regulatory Requirements
Further, as required by the UAE Federal Decree Law No. (32) of 2021, we teport that:

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

i)  The financial statements have been prepared and comply, in all material respects, with the applicable provisions of
the UAE Federal Decree Law No. (32) of 2021;

iify The Company has maintained proper books of account;

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

v)  investments in shares and stocks during the year ended 31 December 2024, are disclosed in note 6 to these financial
statements;

vi) Note 11 to the financial statements discloses material related party transactions and balances, and the tetms under
which they wete conducted;

vii) based on the information that has been made available to us nothing has come to out attention which causes us to
believe that the Company has, during the financial year ended 31 December 2024, contravened any of the applicable
provisions of the UAE Federal Decree Law No. (32) of 2021, or its Articles of Association, which would matetially
affect its activities or its financial position as at 31 December 2024; and

viii) ‘The Company did not make any social contribution during the year ended 31 December 2024 as disclosed in note
2L

Further, as requited by the UAE Federal Law No. (48) of 2023, we teport that we have obtained all the information

and explanation we considered necessaty for the purpose of our audit.

3 P.O. Box: 1968 4
L Sharjah - UAE. <}

Farouk Mohamed \ %7,
Registration No: 86

March 19, 2025
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UNIONINSURANCE
Dear Shareholders,

On behalf of the Board of Directors of Union Insurance Company P.J.8.C., we are pleased
to present our Annual Report for the year ended 31st December 2024. This report
provides an overview of the company’s financial and operational performance, key
strategic initiatives, and future outlook.

1. Strategic Overview

Despite global economic challenges and evolving regulatory frameworks, Union
Insurance Company P.1.5.C. has remained resilient and adaptive throughout 2024. The
company continued to strengthen its market position by enhancing operational
efficiencies and implementing customer-centric strategies.

The adoption of IFRS 17 for the second consecutive year has reinforced financial
transparency and performance assessment. Our focus remains on sustainable growth,
risk management, and technological innovation, all of which support our long-term
financial stability.

2. Key Financial Performance Indicators

In compliance with the UAE Central Bank regulations, the company continues to
maintain technical reserves as recommended by the appointed actuary. The company's
financlal strength and stability were reaffirmed by Fitch Ratings, which assigned Union
Insurance Company P.).S.C. a first-time Insurer Financial Strength (IFS) Rating of "BBB"
with a Positive Outlook.

According to Fitch’s latest report, "The Positive Outlook reflects the anticipated
improvement in financial performance due to management actions aimed at enhancing
underwriting profitability. The rating reflects the company’s strong capital bass, efficient
performance, and robust reinsurance protection.”

3. Financial Results for 2024

« Gross Premium: AED 654,7 million (2023: AED 726.7 million)

« Insurance Revenue: AED 591.4 million (2023: AED 633.5 million)

« [nsurance Service Result: AED 28.6 million (2023: AED 1.2 million)

s+ Investment Income: AED 19.7 million (2023: AED 17.2 million)

» Net Profit after Tax: AED 38.3 million (2023: Net Loss of AED 2.5 million)

« Total Equity (31/12/2024): AED 243.3 million (2023: AED 205.0 million)

« Total Assets (31/12/2024); AED 1.514 billion (2023: AED 1.457 billion)
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4, Corporate Governance and Risk Management

The Board of Directars remains committed to maintaining strong corporate governance
standards in line with international best practices. The company continues to enhance
its Enterprise Risk Management (ERM) framework to mitigate potential risks and improve
capital allocation.

5. Strategic Initiatives and Future Outlook
In 2024, the company pursued various strategic Initiatives, including:

+ Digital transformation to improve customer experience and streamline
operations.

¢ Partnership initiatives and acquisition of new customers to enhance market
presence and service offerings.

« Integration of sustainability, environmental, social, and governance (ESG) factors
into business strategies to align with global best practices.

Locking ahead, the company will focus on profitable growth, disciplined underwriting,
and leveraging innovation to create long-term value for shareholders.

6. Dividend Policy

The Board has resolved not to distribute cash dividends for the year 2024. This decision
aligns with our long-term strategy to strengthen capital reserves and ensure sustainable
financial health.

7. Acknowledgments

The Board of Directors extends its sincere appreciation and gratitude to all shareholders,
clients, and business partners for their continued support. We also express our deep
appreciation to the company’s management and employees for their dedication and
commitment to the company’s success.

We look forward to another successful year ahead, God willing.

For and on behalf of the Board of Directors

—-M_J ' [ .. ..I

Chairman of the Board
Masser Rashid Abdulaziz Almoalla

Classification: Confidential
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INDEPENDENT AUDITOR'S REPORT
To the Shareholders of Union Insurance Company P.J.5.C.

Report on the Audit of the Financial Statements

Ovini

We have audited the financial statements of Union Insurance Company P.J.S.C. (the “Company™), which comprise
the statement of financial position as at 31 December 2024, and the statement of profit or loss, statement of other
comprehensive income, statement of changes in shareholders” equity and statement of cash flows for the year then
ended and notes to the financial statements, including material accounting policy information.

In our opinion, the accompanying financial statements present faily, in all material respects, the financial position
of the Company as at 31 December 2024, and its financial performance and its cash flows for the year then ended
in accordance with IFRS Accounting Standards as issued by the International Accounting Standards Board (IASE).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities under
those standards are fusther described in the *Auditor's Responsibilities for the Audit of the Financial Statement?” section of
our report. We are independent of the Company in accordance with International Ethics Standards Board for Accosmtants'
International Cods of Etbics for Professional Accountants (ncluding International Independence Standards) (IESBA Code)
together with the other ethical requirements that are relevant to our audit of the Company’s financial statements in
the United Arab Emirates, and we have fulfilled our other ethical responsibilities in accordanee with these
requirements of the IESBA Code, We believe that the audit evidence we have obtained is sufficient and approptiate
to provide a basis for our Opinion.

Key Audit Matters
Key audit matters are those marters that, in our professional judgment, were of most significance in our audit of
the financial statements of the Company for the year ended 31 December 2024, 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.

2
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INDEPENDENT AUDITOR’S REPORT

To the Shareholders of Union Insurance Company P.].S.C. (continued)

Report on the Audit of the Financial Statements (continued)

Eey Audit Matters (continued)

valuation gl Insurmnce Contiact [ahilies
.ﬁ.s at 31 Dmr.mhe:r 2024, the Company's Insurance
Contract Liabilities and Reinsurance Contract Assets are
valued at AED 818.8 million and AED 612.2 million,

respectively. (Refer to note 14).

Valuation of these Insurance contract liabilities and
Reinsurance contract assets involves significant
judgements and estimates, particularly with respect to the
eligibility of measurement models and estimation of the
present value of future cash flows.

These cash flows and liabilities primarily include expected
premium receipts, expected ultimate cost of claims and
allocation of insurance acquisition cashflows, which are
within the contract boundaries.

The calculation for these liabilities includes significant
estimation and involvement of actuarial experts in order
to ecnsure the appropriatencss of discount rates,
methodology, assumptions and data used to determine
the estimated present value of future cash flows.

As a result of the above factors, we consider the valuation
of these insurance contract liabilides and reinsurance
contract assets as a key audit matter.

sl the ke audit martee

Fawe e dancliv el

and Reinsamnee Coirmet JNssers

We petformed the following procedutes in conjunction
with our actnarial specialists:

- Understood and evaluated the process, the design
and implementation of controls in place to
determine valuaton of Insurance contract liabilities
and Reinsurance contract assets;

- Assessed the competence, capabilities and
objectivity of the management’s appointed actuary;

- Tested the completeness, and on sample basis, the
accuracy and relevance of data used to determine
future cashflows;

- Evaluated the appropriateness of the methodology,
significant assumptions including rsk adjustment,
PAA eligibility assessment, discount rates and
expenses included within the fulfilment cashflows.
This included consideration of the reasonableness of
assumptions against actual historical experience and
the appropriateness of any judgments applied;

- Independently reperformed the calculation to assess
the mathemarical sccuracy of the Insurance contract
liabiliies and BReinsurance Contract Assets on

selected classes of business, particularly focusing on
largest and most uncertain reserves; and

= Evaluated and tested the calculation of the allowance
for expected credit loss allowance including the data,
key assumptions and judgments used.

Other Information

Management and directors are responsible for the other information. The other information comprises the information
included in the 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 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.
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INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Union Insurance Company P.].5.C. (continued)

Report on the Audit of the Financial Statements (continued)
RupunuhﬂﬂesnfﬁmhimuganmmdthmﬂnrgndwimﬁmmnuﬁnhFhmﬁﬂm

Management is responsible for the preparation and fair presentation of the financial statements in accordance with IFRS
Accounting Standards as issued by the IASB and their preparation in compliance with the UAE Federal Decree Law No.
(32) of 2021, and UAE Federal Law No. (48), and for such internal control as management determines is necessary to
enable the preparation of financial statements thar are free from material misstatement, whether due to frand or error,

In preparing the financial statements, management is responsible for assessing the Company’s ability to continue as 4 going
mmdischsing,unppﬁuhh,nmmmuhmdmgoingmnmmdmingﬂmgningmnc:mhuisof:cmmﬁngunlus
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

Duubjwﬁvummabﬂhmomﬂ:mmm:nbumuhn&mtheﬁmch]smtmmumnwhnlem&mmemu:dal
rn.ismmnmt,whed'mdu:mfrmdormur,mdmismmnudimfsrepmtﬂutﬁldudm out opinion. Reasonable
assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISAs will always
dmctnmmﬂﬂmiﬁmmmwhmi:ﬁdm.hiﬁmmmmmaﬁs:&omﬁmﬂmmmﬂmmmﬂmadmdﬂﬁ,
ﬁldiﬁduﬂlymmm:wﬂqcmﬂdmmﬂyhe 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 skepticism
throughout the audit. We also:

®  Identify and assess the risks of material misstatement of the financial statements, whether due to fraud of 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 contral,

¢  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.

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

®  Conclude on the appropriateness of management’s use of the going concern basis of accounting and based on
the audit evidenced 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 repott. However, future events or conditions may
cause the Company to cease to continue as a going concem.

®  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.



o GrantThornton

INDEPENDENT AUDITOR’S REPORT
To the Shareholders of Union Insurance Company P.J.8.C. (continued)

Report on the Audit of the Financial Statements (continued)

Auditor’s Responsibilities for the Audit of the Financial Statements (continued)

We communicate to 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 intenal 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, related safeguards.

From the matters communicated to those charged with governance, we determine those matters that were of most
significance in the sudit 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 and regulations preclude public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

Report on other Legal and Regulatory Requirements
Furthet, as required by the UAE Federal Decree Law No. (32) of 2021, we report that

[y 'We have obtained all the information we considered necessary for the purposes of our audir;

if) The financial statements have been prepared and comply, in all material respects, with the applicable provisions of
the UAE Federal Decree Law No. (32) of 2021;

i) The Company has maintained proper books of account;

iv) the financial information included in the Directors® report is consistent with the books of account of the Company;

v}  investments in shares and stocks during the year ended 31 December 2024, are disclosed in note 6 to these financial
statements;

vi) Note 11 to the financial statements discloses material related party transactions and balances, and the terms under

vil) 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, during the financial year ended 31 December 2024, contravened any of the applicable
provisions of the UAE Federal Decree Law No. (32) of 2021, or its Articles of Assodiation, which would materially
affect its activities or its financial position as at 31 December 2024; and

viii) The Company did not make any social contribution during the year ended 31 December 2024 as disclosed in note
le

Further, as required by the UAE Federal Law No. (48) of 2023, we report that we have obtained all the information

and explanation we considered necessary for the purpose of our audit.

P.O. Box; 1968
Sharjah - UAE.

March 19, 2025



Union Insurance Company P.].S.C.

Statement of financial position
As at 31 December 2024
31 December 3 December
Motes 2024 2023
AED'00D AEDY00
{Restated)
Assels
Property and equipment 5 3,890 195
Intangible assets 17 2,574 3141
Right-of-use-assets 24.1 mz 3,864
Unit-linked assects 6.3 368,176 403,157
Tnvestment secudties 6 47,091 72288
Statutory depesit 7 10,000 10,000
Reinsurance contract asscls 14 612,333 524,829
Other receivables 16 §5,161 42966
Bank deposits with original maturities of
moee than three months B.1 408,993 294,570
Cash and cash equivalents B 13,920 38,285
Total asacts 1,514,050 1,457,295
Equity and Habilites
Equity
Shace capital 9 330,939 330,939
Starutory reserve 10.1 21,851 18,020
Special eserve 10.2 21,851 18,020
Fair value reserve 10.3 168 163
Reinsurance reserve 104 11,274 9,525
Accumutaced losses {142,745) (171,641)
Total equity 243,338 205,020
Liabilities
Provision for employees’ end of seevice
benefits a5 12,158 13,954
Insumnce contact linbilities 14 £18,806 763,770
Teinsurance contrace Habilides 14 1,563 1,065
Orher payables 18 113,579 103,196
Unit-linked liabilities 13 324,606 370,284
Total labilities 1,270,712 1,252 269
Taotal equity and labilltes 1,514,050 1,457,205

To the best of our knowledge, the financial information present faidy in all matetial respects the financial condition,
resalts of operation and cash flows of the Company as of, and for the year ended 31 December 2024, The financial
information was approved by the Board of Directots and signed on their behalf by:

e

Messce Rashid Abdulaziz Almoglla
Chairman

Bamez Abou Zaid

Chief Bxecutive Off

The accompanying notes from 1 1o 36 form an integenl pace of these finnncial statements.
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Union Insurance Company P.J.S.C.

Statement of profit or loss
For the year ended 31 December 2024

Insurance revenue

Insurance service expenses

Insurance service result before reinsurance
contracts held

Allocation of reinsurance preminms

Amounts recoverable from reinsurance for incorred claims

MNet expenses from reinsurance contracts held
Insurance service result

Interest income

Net gain on financial assets at FVTPL
Other investment income

Total investment income

Insurance finance expenses from insurance contracts issued

Reinsurance finance income from reinsurance contracts
held
Met insurance financial result

MNet insurance and investment results

Other operating expenses - net
Profit/ (loss) for the year before tax

Income tax expense
Profit/(loss) for the year after tax
Basic and diluted earnings/(loss) after tax per share

Motes

21

21

33

26

2024 2023
AED000 AED000
591,417 633,537
(522,646) (428,480)
68,771 205,057
(338,713) (386,240)
298,563 182,397
(40,150) (203,843)
28,621 1,214
17,036 13,430
716 1,254
1,982 2,529
19,734 17,213
(18,609) (20,895)
13,435 23,064
(5,174) 2,169
43,181 20,596
(1,123) (23,075)
42,058 (2,479)
(3,751) 2
38,307 (2,479)
0.116 (0.007)

The accompanying notes from 1 to 36 form an integral part of these financial statements.
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Union Insurance Company P.].S.C.

Statement of other comprehensive income
For the year ended 31 December 2024

Profit/(loss) for the year after tax
Other comprehensive income

Iterns that will not be reclassified subsequently ro
profit or loss

Change in fair value of equity investments held at fair value
through other comprehensive income — net of tax
Other comprehensive income/ (loss) for the year

Total Comprehensive Income /{Loss)
for the Year

2024 2023
AED’000 AED'000
38,307 (2479

5 (3)

5 3)

38,312 (2,482)

The accompanying notes from 1 to 36 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 2024

Cash flows from operating activities
Profit/(loss) for the year before tax

Adjustments for:

Depreciation and amortisadon

{Gain)/loss on disposal of property and equipment

Gain on disposal of investments at FVTPL

Write-off of CWIP

Unrealised gain on investments at FVTPL

Interest income

Dividend income

Interest on lease liabilites

Provision for employees' end of service benefits
Operating cash flows before changes in working capital
Change in:

Reinsurance contract assets

Insurance contract assets

Other receivables

Reinsurance contract liabilices

Insurance contract Labilides

Other payables

Unit-linked assets

Unit-linked liabilities

Cash (used in) / generated from operating activities
Employees” end of service indemnity paid

Net cash {used in)/generated from operating activities

Cash flows from Investing activities

Purchase of property and equipment and intangible assews

Proceeds from sale of property and equipment

Parchase of investments held at FVTPL {excluding unit linked assces)

Proceeds from disposal of investments held at FVTPL (excluding unic linked assers)

Interest received

Dividend received

Marrities of fixed deposits with banks with original marurites greater than three
months

Net cash generated from /(used) in investing activities

Cash flows from financing activity
Payment of lease liabilites

Met cash used in financing activity

MNet change 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

Maotes

BER B

ta
e
ba

6.4
6.4

242

81
81

The accompanying notes from 1 to 36 form an integral part of these financial statements

2024 2023
AEDO00  AED'000
42,058 (2479)
5,200 10,251
(14,215) 1,298
275 (833)

- 673

(716) (421)
{17,036) (13,430)
(3,016) (3,540)
147 356
1,762 2031
14,459 (6,094)
(87,006) 84,148
& 6,395
(12,195) 4,165
= (2,290
55,036 (54,597)
9,726 27,720
43,981 (53,544)
{45,678) 39,489
{21,67T) 42,392
(3,358) (2,501)
(25,235) 39,801
(586) (926)
73,425 17
(4,485) (8.942)
30,128 14,684
17,036 13,430
3,016 3,540
(114,423) {225,683
4,111 (203,879)
(3,241) (3,394)
(3,241) (3,394)
(24,365)  (167,382)
38,285 205,667
13,920 38,285
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Union Insurance Company P.].S.C.

Notes to the financial statements
For the year ended 31 December 2024

1 General information

Union Insurance Company P.J.5.C. (the "Company") is incorporated as a public shareholding company and operates in
the United Arab Emirates (“"UAE") under a trade license issued by the Government of Dubai. The Company is registered
under the UAE Federal Decree Law No. (32) of 2021, relating to commercial companies. The Company is subject to the
regulations of the U.AE. Federal Law No. (48) of 2023, issued by the Central Bank of UAE. The Company is registered
with the Insurance Companies Register of the Central Bank of the UAE (“CBUAE”) 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 assurance, The Company
opetates through its Head Office in Dubai and Branch Offices in Abu Dhabi, Dubai, Sharjah, Ajman, and Ras Al
Khaimah. This financial information has been prepared in accordance with the requirements of the applicable laws and
repulations, including the UAE Federal Decree Law No. (32) of 2021,

2, Basis of preparation

The financial statements have been prepared on the historical cost basis except for financial instruments that have
been measured at revalued amounts, amortised cost or fair value and the provision for employees’ end of service
indemmity, which is calculated in line with UAE labour laws.

21 Statement of compliance

The financial statements of the Company have been prepared in accordance with IFRS Accounting Standards as
issued by the International Accounting Standards Board (LASB). and in compliance with the applicable requirements
of the United Arab Emirates (UAE) Federal Decree Law No. 32 of 2021 ("Companies Law”), relating to commercial
companies and United Arab Emirates (UAE) Federal Law No. (48) of 2023 concerning Insurance Law issued by the
Central Bank of the UAE (“"CBUAE").

22  Going concern

The validity of the going concern assumptions is dependent upon future operations and ability of the Company to generate
sufficient cash flows to meet its future obligations. The Company has sufficient cash balances as of 31 December 2024
and future plans indicate that the Company will be profitable and will penerate sufficient cash flows.

The Company’s directors are, therefore, confident that the Company will be able to meet its liabilities as and when they
fall due and to carry on its business without a significant curtailment of operations. Accordingly, these financial statements
have been prepared on a going concern.




Union Insurance Company P.]J.S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

2

23

Basis of preparation (continued)

Accumulared losses

As at 31 December 2024, the Company's accumulated losses represent 43.13% of the share capital of the Company (31
December 2023: 51.86%). Article 309 of the Federal Decree Law No. 32 of 2021 requires a Company to conduct a meeting
of general assembly in case the accumulated losses exceed 50% of a Company’s share capital. Accordingly, the Company
conducted a general assembly meeting on 11 January 2024 and passed a resolution for continuity of the Company’s
operations. Further, as per the requirement of this law, the Company has prepared a business plan and submitted it to
Securities and Commodities Authority (SCA), along with the reasons for the accumulated losses. A summary of the
accumulated losses and Company's strategy to counter the accumulated losses is provided below:

History of accomulated losses:

Provision for real estate properties — An amount of AED 72.3 million represents a provision made during
the year ended 31 December 2021 for investment properties purchased from a former related party who
failed to fulfil its obligations, in relation to the said asset. A legal action is underway to recover Company’s
rights under this transaction.

Impairment of freehold land — A decline in the fair value of the freehold land by AED 22.83 million during
the year ended 31 December 2021. Originally the land was recorded at AED 82.04 million. Subsequently,
an impairment loss was booked due to the decline in the fair value of the land to AED 59,21 million in the

prior years.

Doubtful receivables from a former related party — A provision made amounting to AED 26.20 million
during the year ended 31 December 2019. This is related to receivables from a former related party, the
Company filed a lawsuit in order to recover the amount, however, the lawsuit was not accepted as it was time
batred.

Initial adoption of IFRS 17 and IFRS 9 - Accumulated losses increased by AED 35.7 million due to the
implementation of IFRS 17, which is effective for annual periods starting on or after 1 January 2023 with a
full retrospective application. IFRS © adoption resulted in an additional increase of AED 10 million in the
accumulated losses due to the change from the impairment model applied under IAS 39 to the expected credit
losses required by IFRS 9.

The Company has taken following measures to counter its accumulated losses:

Focus investments towards bank deposits and other short-term investments in order to maintain strong liquidity

position.
Robust credit contral measures taken to speed up the recovery process targeted to reduce the expected credit
losses recorded by the Company.

Focus on profitable business segments and discontinuation of Company’s life insurance operations which was
previously a loss-making portfolio.

Formation of a board committee specifically responsible to oversee the accumulated losses and ensure execution
of the Company’s business plan,

12



Union Insurance Company P.].S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

2 Basis of preparation (continued)
24 Application of new and revised International Financial Reporting Standards (“IFRS")
24.1 New and revised IFRSs and interpretations applied on the financial statements

The following relevant standards, interpretations and amendments to existing standards were issued by the IASB:

Standard number Title Effective date

IAS1 Amendment to IAS 1 — Non-current liabilities with covenants and 1 January 2024
classification of liabilities as curtent or non-current

IAS 7 Amendments to IAS 7 Statement of Cash Flows and IFRS 7 Financial 1 January 2024
Instruments: Disclosures—Supplier Finance Arrangements

IERS 16 Amendment to IFRS 16 — Leases on sale and leaseback 1 January 2024

These standards did not have a material impact on these financial staterents,

242 Srandards issued but not yet effective

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

Standard number Title Effective date
Amendments to LAS 21 Lack of exchangeability Sale or Contribution of

nya Asseis between an Investor and its Associate or Joint Venture Loty 2025

Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial

IFRS 9 & IFRS 7 Instruments: Disclosures regarding the classification and measurement 1 January 2026
of financial instruments

IFRS 18 Presentation and Disclosare in Financial Statements 1 Januoary 2027
IFRS5 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027

3 Material accounting policy information
Insurance contracts issued and reinsurance contracts held

Insurance contracts are contracts under which the Company accepts significant insurance risk from a policyholder by
agreeing to compensate the policyholder if a specified uncertain future event adversely affects the policyholder, In
making this assessment, all substantive rights and obligations, including those atising from law or regulation, are
considered on a contract-by-contract basis. As a general guideling, the Company determines whether it has significant
insurance risk, by comparing benefits payable after an insured event with benefits payable if the insured event did not

OCCUL.
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Union Insurance Company P.].S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

3. Material accounting policy information (continued)
Insurance contracts issued and reinsurance contracts held (continued)
Level of aggregation

Level of aggregation relates to the unit of account. The unit of account is referred to as a ‘Group of Contracts’ and
requirements relating to level of aggregation define how groups of contracts have to be determined.

The standard has set out the following requirements to determine a group of contracts:

- Portfolio — contracts that have similar risks and that are managed together can be grouped.
- Profitability — contracts with similar expected profitability (at inception or initial recognition) can be
grouped.

For this purpose, the standard has mandated at least the following three classifications however it is permitted to use
mote granular classifications:

- Contraces that are onerous at inception;
- Contracts that are not onerous and have no significant possibility of becoming onerous; and
All other contracts

Colorts

Contracts issued more than 12 months apart cannot be grouped together. However, in certain circumstances a one-
time simplification upon transition for contracts as at the transition is allowed.

A unique combination of the above three requirements forms a group of contracts i.¢., contracts with same portfolio,
same expected profitability and issued in the same year can be grouped together. This grouping is permanent and
cannot be changed once assigned, regardless of how the actual experience emerges after initial recognition. For
instance, as experience emerges an entity may realise that a contract which was thought to be onerous at initial
recognition is not onerous, but the grouping will not be changed.

Contract boundary

The Company includes in the measurement of a group of insurance contraces all the future cash flows within the
boundary of each contract in the group. Cash fAows are within the boundary of an insurance contract if they arise from
substantive rights and obligations that exist during the reporting year in which the Company can compel the
policyholder to pay the premiums, or in which the Company has a substantive oblipation to provide the policyholder
with setvices.

A substantive obligation o provide services ends when:

*  The Company has the practical ability to reassess the risks of the particular policyholder and, as a result, can seta
price or level of benefits that fully reflects those risks; or

Both of the following criteria are satisfied:

*=  The Company has the practical ability to reassess the risks of the portfolio of insurance contracts that contain the
contract and, as a tesult, can set a price or level of benefits that fully reflects the risk of that portfolio; and

*  The pricing of the premiums for coverage up to the date when the risks are reassessed does not take into account
the risks thar relate to years after the reassessment date.

A liability or asset relating to expected premiums or claims ourside the boundary of the insurance contract is not
recognised. Such amounts relate to future insurance contracts,

14



Union Insurance Company P.J.S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

3 Material accounting policy information (continued)

Insurance contracts issued and reinsurance contracts held (continued)

Recognition

Recognition requirements are slightly different for issued contracts and held contracts. For groups of issued
contracts, a group should be recognised at the earliest of the following:

= Beginning of the coverage period,;
- Date when the first payment from a policyholder becomes due; and
- For a group of onerous contracts, when the group becomes onerous.

Reinsurance contracts held by an entity are recognised on the eatlier oft

- Beginning of the coverage period of the group of reinsurance contracts held; and
- Date the entity recognises an onerous group of undetlying insurance contracts provided the reinsurance
contract was in force on or before that date.

Regardless of the first point above, the recognition of proportional reinsurance contracts held shall be delayed until
the recogniton of the first underlying contract issued under that reinsurance contract.

Measurement models

Measurement model, in rudimentary terms, refers to the basis or a set of methodologies for the computation of
insurance contract assets and babilities and associated revenues and expenses. IFRS 17 has provided the following

three measurement models:
Premium Allocarion Approach (*PAA")

PAA is an optional simplification that an entity can apply to contracts that have a coverage period of up to 12 months
or to contracts for which it can demonstrate that the lisbility for remaining coverage will not be materially different
under PAA and GMM. In terms of computations, the major simplification relates to LRC.

Under PAA, it is not required to consider each component of the premium separately instead a single lability can be
set up. The components of liability under PAA as at any valuation date can be summarised as follows:

Liability for Remaining Coverage ("LRC")
- Excluding Loss Component
- Loss Component, if any

Liability for Incurred Claims (“LIC")
- Estimates of futare cashflows
- Risk adjustment
- Discounting of estimates of future cashflows

All of the Company's short-term business is eligible for this simplification and the Company has adopted this
simplification for the eligible business. Under PAA, loss component and claim reserves requires an explicit provision
of risk adjustment this would increase the liabilities whereas discounting will generally decrease the Labilites.

L5



Union Insurance Company P.J.S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

3 Material accounting policy information (continued)
Insurance contracts issued and reinsurance contracts held (continued)

General Measurement Model (“GMM™)

GMM is the default measurement model and is applied to all contracts to which Premium Allocation Approach
("PAA”) and Variable Fees Approach ("VFA") are not applied. GMM is based on the premise that premiuvms (or
considerations) for insurance contracts comprises of certain components (such claims, expenses and profits) and that
each component needs to be considered according to its nature. The liability under GMM as at any valuaton date
comprises of the following:

Liability for Remaining Coverage (“LRC")
- Estimates of fumre cashflows
- Risk adjustment
- Discounting of estimates of future cashflows
- Contractual Service Margin (“CSM")
Liability for Incurred Claims (“LIC")
- Estimates of future cashflows

Risk adjustment
- Discounting of estimates of future cashflows

Varable Fees Approach (“VEA”)

VFA is a mandatory modification to contracts with direct participation fearares. A contracr is a contract with direct
participation feature if it meets all three of the following requirements:

» Contractual terms specify that the policyholder participates in a share of a clearly identified pool of underlying items.

* The entity expects to pay to the policyholder an amount equal to a substantial share of the fair value retumns on
the undetlying items.

* The entty expects a substantial proportion of any change in the amounts to be paid to the policyholder to vary
with the change in the fair value of the underlying items.

The components of the liability under VFA are same as GMM and their calculations are quite similar too except for
the computation of CSM. Under VFA, CSM calculations reflect the variability related to underlying items, but GMM
does not reflect this variability. Similarly, there are some other aspects related to financial risk that impact the CSM

under VEA but, not under GMM,

The measurement models have been discussed above are in context of insurance contracts issued and associated
liabilities, but same principles are applicable to reinsurance contract held and associated assets (except for VFA).
Similarly, both LRC and LIC components are mentioned however, at initial recognition only LRC is applicable,

Company’s unit-linked business is measured using VFA, all other long-term business is measured using GMM.
Estimates of future cashilows

The standard requires that future cashflows should be estimated till the end of the contract boundary. End of contract
boundary is defined as the point at which an entity can either reassess the risk or consideration i.e., premium. The standard
does not provide the methodology for the estimation of fature cashflows however, it does provide detailed guidance on
the cashflows that are within and beyond the contract boundary. It also provides certain principles in relation to the
estirnates of future cashflows.

16



Union Insurance Company P.J.S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

3 Material accounting policy information (continued)
Insurance contracts issued and reinsurance contracts held (continued)

Discounting

The standard requires the estimates of future cashflows should be discounted to reflect the effect of time value of
money and financial risks. Similar to other provisions it does not specify a methodology for discounting or the
derivation of discount rates however, it sets out certain principles. The standard does recognise the following two
approaches for the derivation of the discount rates:

-  Botom-Up: An approach where a risk-free rate or yield curve is vsed and an illiquidity premium is added to
reflect the characteristcs of the cashflows.

- Top-Down: An approach where the expected yield on a reference portfolio is used and adjustments are applied
to reflect the differences between the liability cashflow characteristics and the characteristics of the reference
portfolio.

For cashflows that are linked to the underlying items for contracts with direct participation features, the discount

rates must be consistent with other estimates used to measure insurance contracts. The above two approaches may

have to be adjusted to reflect the variability in the underlying items for such cashflows.

Contractual Service Margin (“CSM™)

Contractual Service Margin (CSM) represents the unearned profit the entity will recognise as it provides insurance
contract services in the futare, At initial recognition CSM is computed using the fulfillment cash flows (FCF) whereas at
subsequent measurement CSM is computed using the opening CSM balance and various adjustments relating to the
pedod. A portion of CSM is released to Profit & Loss as revenue in every pedod using coverage unis.

Onerous contracts and loss components

When a group of contracts, whether at initial recognition or subsequently, is or becomes onerous a loss component
liability must be maintained. Under GMM and VFA this liability is implicitly included in the FCFs for LRC but for
PAA an explicit loss component over the base LRC must be computed and set aside.

Revenue recognition

Insurance revenue and reinsurance expenses — methods and assumptions used in the determination of the contractual
service margin (CSM) to be recognised in statement of profit or loss for the insurance contract services provided or
received in the year.

For contracts measured under the General Measurement Model (GMM]) in which the Company has discretdon over the
cash flows to be paid to the policyholders, judgement might be involved in the determination of what the Company
considers its commitment on initial recognition of such contracts. Further, judgement might be required to distinguish

subsequent changes in the fulfilment cash flows (FCF) resulting from changes in the Company’s commitment and those
resulting from changes in assumptions that relate to the financial risk on that commitment.

Insurance service expenses

Insurance service expenses include the following:

* incurred claims for the year
*  other incurred directly attributable expenses
*  insurance acquisition cash flow expenses.

An element of dme valoe of money of LIC for the year.
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3. Material accounting policy information (continued)
Insurance contracts issued and reinsurance contracts held (continued)
Insurance acquisition costs

Insurance acquisition cash flows are the costs that are directly associated with selling, underwriting and starting a
group of insurance contracts (issued or expected to be issued) and that are directly attributable to a portfolio of
insumance contracts. Directly attributable expenses are the costs that can be fully or pattally attributed to the
fulfilment of groups of insurance contracts. The Company allocates the attributable costs based on a number of
drivers. Both acquisition and attributable costs fall under the insurance service expenses. While non-attriburable
costs are reported under other operating expenses.

Finance income or expenses ffom insurance contracts issued

Insurance finance income or expenses Insurance finance income or expenses comprise the change in the carrying
amount of the group of insurance contracts arsing from:

Interest accreted on the CSM;

Interest accreted on the PAA LRC excluding the LC (if adjusted for the financing effect);

The financing effect on the LC measured under the PAA (if adjusted for the financing effect);

The effect of changes in FCFs at current rates, when the corresponding CSM unlocking is measured at the
locked in rates;

*  Any interest charged to or added to insurance / reinsurance asset or liability balances; and

® The effect of changes in interest rates and other financial assumptions.

For all groups of contracts, the Company disagpregates insurance finance income or expenses for the petiod
between profit or loss and other comprehensive income (that is, the OCI option is applied). The finance income
and expenses from insurance contracts issued recognised in the statement of profit or loss reflects the unwind of
the liabilities at the locked-in rates. The remaining amount of finance income and expenses from insurance contracts
issued for the period is recognised in OCL

Key Accounting Policy Choices

IFRS 17 requires Company to make various accounting policy choices. The key accounting policy choices made by the
Company are described below.

Accounting Policy Company Decision
Level of Aggregation — | Company adopted the minimum three classifications provided in the standard and
Adopting more not use mote pranular classifications.
granular proftability
Level of Aggregation —
Adopting more Company is using annual cohorts and not shorter cohorts.
granular cohort
PAA — Deferring Under PAA, in some circumstances, it is allowed to recognise insurance acquisition
insurance acquisition cashflows as expense when incurred however, the Company does not apply this
cashflows choice instead it defers all insurance acquisition cashflows.
: - Under PAA, in some circumstances, it is allowed not to discount the LIC, but
PAA = Discounting LIC Company is not using this option and discounts all LIC.
: The standard allows that finance expense to be split between OCI, and P&L.
Interest Accretion — Company aims to reflect entite finance expense in the P&L and plans not to split
OCI Option berween OCI and P&L.
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3 Materal accounting policy information {continued)
Other revenue recognition
fa) Interest fncone

Interest income and expense for all interest-bearing financial instruments is caleulated by applying the effective interest
rate to the gross carrying amount of the financial instrament, 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 (Le. net of the expected credit loss provision) and are recognised within ‘interest income’ in the
statement of profit or loss.

(B) Dividend income

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

(e} Rednsurasice commission earved

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

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 United Arab Emirates Dirham (*AED™), which is the Company’s functional and presentation carrency.

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 resalting 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 profit or loss. Foreign exchange gains and losses are presented in the statement of
profit or loss, 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 valoe was determined. Translation differences on assets and Hahilities carrded at fair value are
reported as part of the fair value gain or loss. For example, translation differences on non-monetary assets and
liahilities such as equities held at fair value through profit or loss are recopgnised in profit or loss 85 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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3 Materfal accounting policy information (continued)

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 insursnce, Revenue from this sepment is dedved
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 2024 and 2023. 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 ttansactions with third parties,

Operating segments are reported in & manner consistent with the intemal 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 varous committees have ovetsight on the overall
operations of the company.

Property and equipment

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

Property and equipment is carrded 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 thar furare 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 profit or loss 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 constructon
and other related expenditure which are capitalised as and when activities that are necessary to get the assets ready for
use are in progress. Met 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 ate considered to be completed when all refated 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 logs arsing 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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3. Material accounting policy information (continued)
Property and equipment (continued)

Expenditare 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 profit or loss 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 estimared
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 caleulation of depreciation for all the assets is as follows:
»  Office equipment & computer equipment - 5 years
* Motor vehicles - 4 years
®  Furniture and fixtures - 12 years

Intangible assers

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

(2) 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:

It is technically feasible to complete the software product so that it will be available for use;
Management intends to complete the software product and use or sell it;

There is an ability to use or sell the software produoct;

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

Adequate technical, financial and other resources to complete the development and to use or sell the software
product are available; and
*  The expenditure attributable to the software product durng its development can be reliably measured.

" & » 8 »

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

Licenses 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 license
over their estimated useful lives i.e. 5 years.
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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 profit or loss 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 sight-of-use asset is depreciated over shorter of the asset’s useful life or the lease term on a straight-line basis.

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

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

® vanable lease payment that are based on an index or a rate,

* amounts expected to be payable by the lessee under residual value puarantees; and

® 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 eost comprising the following:

the amount of the initial measurement of lease liability;

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

restoration costs.

Initial direct costs incurred in obtaining an operating lease are added to the carrying amount of the underlying asset
and recng-,msad 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 factots are normally the most relevant.

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

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

* 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 sipnificant 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 profit or loss. Shont-term leases are
leases with a lease term of 12 months or less without a purchase option,
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Dividend distribution

Dividend distribution to the Company’s sharcholders is recognised as a liability in the financial statements in the
period in which the dividends are approved by the Company’s shareholders.

Financial instruments
() Investments and other financial assets
(i) 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 profit or
loss 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.

(if)y Recognition and derecognition

All “regular way” purchases and sales of financial assets are recognised on the “trade date”, Le. 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 dme frame generally established by regulation or convention in the
marketplace. Financial assets are derecognised when the rghts 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.

(iif) Measurement

At initial recognition, the Company measures a financial asset at its fair value plus, in the case of a finaneial 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 eash flows are solely
payment of prncipal 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 ardsing 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 profit or
loss.

®  FVTPL: Assets that do not meet the criteria for amortised cost ot FVTOCI are measured at FVTPL. A gain ot
loss on a debt investment that is subsequently measured at FVTPL is recognised in the income staternent and is
presented net within ‘Net investment income” in the period in which it arises.
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Financial instruments {contimued)
fa) Invertments and other financial assets (continsed)

(it} Measurement (continued)

*  FVTOCL Asscts 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 FVTOCL Movements
in the carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest
income and foreign exchange pains 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 profir or loss
and recognised in Net investment income’. Interest income from these financial assets is calculated using the
effective interest rate method, Foreign exchange pains and losses are presented in ‘Net investment income”,

it

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 FVTOCL 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 4 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 reinsuret 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,

The Company assesses the collectability of its financial assets based on its credit policy and default events. Refer to
(b) below for impairment of insurance and other receivables.

(b)) Insurance and otber receivabiler
Impairment of financial assets

The Company applies a three-stage approach to measuring expected credit losses (ECL) on financial assets carried at
amortised cost and debt instruments classified as FVOCI. Assets migrate through the three stages based on the change
in eredit quality sinee initial recognition,

Overview

The Company is recording the allowance for expected credit losses for debt financial assets not held at FVTPL. Equity
instruments are not subject to impairment under IFRS 9.

The ECL allowance is based on the credit losses expected to arise over the life of the asset (the lifetime expected
credit loss or LTECL), unless there has been no significant increase in credit risk since otgination, in which case, the
allowance is based on the 12 months' expected credit loss (*12ZmECL"). The 12ZmECL is the portion of LTECLS that
represent the ECLs that result from default events on a financial instrament that are possible within the 12 months

after the reporting date,
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Financial instruments (continued)

(&) Insurance and other recefvabies (continmed)

Impairment of financial assets (continued)

Overview (continued)

The Company has established a policy to perform an assessment, at the end of each reporting period, of whether a
financial instrument’s credit risk has increased significantly since initial recognition, by considering the change in the
risk of default occurring over the remaining life of the financial instrument.

Based on the above process, the Company categorizes its FVOCI assets into stages as described below:

Stage 1: When financial instruments are first recognised, the Company recognises an allowance based on 12 month
ECLs. Stage 1 also include financial instruments where the credit risk has improved and the has been

reclassified from Stage 2.

Stage 2: When a financial instrument has shown a significant increase in credit risk since origination, the Company
records an allowance for the lifetime ECLs. Stage 2 also include instruments, where the credit risk has
improved, and the loan has been reclassified from Seage 3.

Stage 3: Includes financial assets that have objective evidence of impairment at the reporting date. For these assets,
lifetime ECL are recognised and treated, along with the interests calculated. When transitioning financial
assets from stage 2 to stage 3, the percentage of provision made for such assets should not be less than the
percentage of provision made before transidon. Purchased or originated credit impaired assets are finaneial
assets that are credit impaired on initial recognition and are recorded at fair value at original recognition
and interest income is subsequently recognised based on a credit adjusted EIR. ECLs are only recognised
or released to the extent that there is a subsequent change in the expected credit losses,

For financial assets for which the Company has no reasonable expectations of recovering either the entire outstanding
amount, of a proportion thereof, the gross carrying amount of the financial asset is reduced. This is considered a
(pardal) derecognition of the financial asset. The accounts which are restructured due to credit reasons in past 12
months will be classified under stage 2.

The calculation of ECLs

The Company calculates ECLs based on probability-weighted scenarios to measure the expected cash shortfalls,
discounted at an approximation to the EIR. A cash shortfall is the difference between the cash flows that are due to
an entity in accordance with the contract and the cash flows that the entity expects to receive. The mechanics of the
ECL calculations are outlined below and the key elements are, as follows:

®  The Probability of Default ("PD") is an estimate of the likelihood of default over a given time hodzon.

® The Exposure at Default ("EAD ") is an estimate of the exposure at a future defanlt date, taking into account
expected changes in the exposure after the reporting date.

® The Loss Given Default ("LGD") is an estimate of the loss arising in the case where a default occurs at a given
time, It is based on the difference between the contractual cash flows due and those that are expected to receive,
including from the realisation of any collateral.

Impairment losses and releases are accounted for and disclosed separately from modification losses or gains that are
accounted for as an adjustment of the Anancial asset’s gross carrying value. The mechanics of the ECL method are
summarised below:

Stage 1: The 12 month ECL is calculated as the portion of LTECLs that represent the ECLs that result from default
events on & financial instrument that are possible within the 12 months after the reporting date. The
Company caleulates the 12 month ECL allowance based on the expectation of a default occurring in the 12
months following the reporting date, These expected 12-month default probabilities are applied to a forecast
EAD and multiplied by the expected LGD and discounted by an approximation to the original EIR.
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Financial instruments (continued)
(B) Insirance and ather receivables (contimed)
Impairment of financial assets (continued)

The calculation of ECLs fcontnued)

Stage 2: When a financial asset has shown a significant increase in credit risk since origination, the Company records
an allowance for the LTECLs. The mechanics are similar to those explained above, but PDs and LGDs are
estimated over the lifeime of the instrument. The expected cash shortfalls are discounted by an
approximation to the orginal EIR.

Stage 3: For financial asset considered credit-impaired, the Company recognises the lifetime expected credit losses
for these financial assets. The method is similar to that for Stage 2 assets, with the PD set at 100%.

Debt instruments measured at fair value through OCI

The ECLs for debt instruments measured at FVOCI do not reduce the carrying amount of these financial assets in
the statement of financial position, which remains at fair value. Instead, an amount equal to the allowance that would
arise if the assets were measured at amortised cost is recognised in other comprehensive income a5 an accumulated
impairment amount, with a corresponding charge to profit or loss. The accumulated loss recognised in other
comprehensive income is recycled to the profit or loss upon derecognition of the assets.

Forward looking information

The Company, for forward looking information, relies on a broad range of forward looking information as economic
inputs, such as:

¢ GDP growth

* (il prices

The inputs and models used for calculating ECLs may not always caprure all characteristics of the market at the date
of the financial statements, To reflect this, qualitative adjustments or overlays are occasionally made as temporary
adjustments when such differences are significantly material.

(¢) 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 lability is its discounted repayment amount. If the due date
of the liability is less than one year, discounting is omitted.
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(e} Financial Gabifiies {antined)

Clffretting of fimancial arrets and Gabilities

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 setde the liabilities simultaneously, Income and expense will not be
offset in the statement of profit or loss unless required or permitted by any accounting standard or interpretation, as
specifically disclosed in the accounting policies of the Company.

(d) Cash and cash equivalenty

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 deposity with bankes with oripinal maturities of wore than three months

Deposits held with banks with original marurities of more than three months are initially measured at fair value and
subsequently measured at amortised cost,

Impairment of non-financial assets

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 (CGLU) 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 Hows 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 profit or loss.

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 CGL’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 profit or
loss.
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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 relisble 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.

Income tax

Current tax

Current tax comprises the expected tax payable or receivable on the taxable income or loss for the year and any
adjustment to the tax payable or receivable in respect of previous years. The amount of current tax payable or
receivable is the best estimate of the tax amount expected to be paid or received that reflects uncertainty related to
income taxes, if any. It is measured using tax rates enacted or substantively enacted at the reporting date. Current tax
assets and liabilities are offset only if certain critena are met.

Deferred tax

Deferred tax is recognised in respect of temporary differences berween the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognised for:

. Temportary differences on the initial recognition of assets or labilities in a transaction that is not a business
combination and that affects neither accounting nor taxable profit or loss and does not give rise to equal
taxahle and deductible temporary differences;

L temporary differences related to investrnents in subsidiaries, associates and joint arrangements to the extent
that the Company is able to control the timing of the reversal of the temporary differences and it is probable
thar they will not reverse in the foreseeable furure; and

. taxable temporary differences ardsing on the initial recognition of goodwill.

Deferred tax assets are recognised for unused tax losses, unused tax credits and deductible temporary differences to
the extent that it is probable that future taxable profits will be available against which they can be used. Deferred tax
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related
tax benefit will be realised; such reductions are reversed when the probability of future taxable profits improves.

Unrecognised deferred tax assets are reassessed at each reporting date and recognised to the extent that it has become
probable that future taxable profits will be available against which they can be used. Deferred tax is measured at the
tax rates that are expected to be applied to temporary difference when they reverse, using tax rates enacted or
substantively enacted at the reporting date, and reflects uncertainty related to income taxes, if any. The measurement
of deferred tax reflects the tax consequences that would follow from the manner in which the Company expects, at
the reporting date, to recover or settle the carrying amount of its assets and liahilities.
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3 Material accounting policy information (continued)
Emplovees’ end of service benefits

The Company provides end of service benefits to its expatriate employees in accordance with the UAE Labor Law.

The entitlement to these benefits is based upon the employees' salary and the length of service, subject to the
completion of 2 minimum service period. The expected costs of these benefits are accrued over the perod of

employment.

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 profit or
loss, in accordance with the provisions of Federal Law No. 7 of 1999 telating to pension and Social Security Law. The
employees and the Government contribute 5% and 2.5% of the “contribution caleulation 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 profit or loss.

An accrual has been made for the past contributions relating to the services rendered by the eligible UAE National
employees up to 31 December 2024. The Company has no further payment obligations once the contributions have
been paid.

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.

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:
{i} Has control or joint control over the Company;
(if) Has significant influence over the Company; or
{iif) 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:

i) The entity and the Company are members of the same Company {which means that cach parent, subsidiary
and fellow subsidiary is related to the others).

(if) One entity is an assodate ot 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).

{ili) 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 izself 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);

(vii) A person identified in (g) (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).
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3 Material accounting policy information (continued)
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.

4. Critical accounting judgements and key sources of estimation of uncertainty

In the application of the Company’s accounting policies, which are described in note 3, 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 pediods if the revision affects both current and future perods. The sensitivities for life insurance
contracts are disclosed in note 28,

Significant areas where management has used estimates, assumptions or exercised judgements are as follows:
Measurement of the expected credit loss allowance

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVTOCI is
an area that requires the use of complex models and significant assumptions abour future economie conditions and credic
behavior (e.g. the likelihood of customers defaulting and the resulting losses).

A number of significant judgements are also required in applying the accounting requirements for measuring ECL, such

a5

Determining the criteria for significant increase in credit risk;

Deetermining the criteria and definition of default;

Choosing appropriate models and assumptions for the measurement of ECL; and
Establishing groups of similar financial assets for the purposes of measuring ECL.

Estimates of future cash flows to fulfill insurance contracts

Included in the measurement of each proup of contracts within the scope of IFRS 17, are all furure cash flows within the
boundary of each group of contracts, The estimates of these future cash flows are based on probability-weighted expected
future cash flows which includes the expected premium receipts and ultimate cost of claims. The ultimate cost of claims
is estimated by using a range of standard actuarial claims projection techniques, such as Chain Ladder and Bornheutter-
Ferguson methods.

The main assumption underlying these techniques is that a Company’s past claims development experience can be used
to project future claims development and hence ultimate claims costs, These methods extrapolate the development of
paid and incurred losses, average costs per claim (including claims handling costs), and claim numbers based on the
observed development of earlier years and expected loss ratios. Large claims are usually separately addressed, either by
being reserved at the face value of loss adjuster estimares or separately projected in order o reflect their future
development.

In most cases, no explicit assumptions are made regarding future rates of claims inflation or loss ratios, Instead, the
assumptions used are those implicit in the historcal claims development data on which the projections are based.
Additional qualitative judgement is used to assess the extent to which past trends may not apply in future, (e.g., to reflect
one-off occurrences as well as internal factors such as portfolio mix, policy features and claims handling procedures) in
order to arrive at the estimated ultimate cost of claims. The Company also has the right to pursue third parties for payment
of some or all costs, Estimates of salvage recoveries and subrogation reimbursements are considered as an allowance in
the measurement of ultimate claims costs.




Union Insurance Company P.J.S.C.

Notes to the financial statements (continued)
For the year ended 31 December 2024

4. Critical accounting judgements and key sources of estimation of uncertainty (continued)
Assessment of significance of insurance rsk

The Company applies its judgement in assessing whether a contract transfers to the issuer significant insurance risk. A
contract tansfers significant insutance risk only if an insured event could cause the Company to pay additional amounts
that are significant in any single scenario and only if there is a scenario that has commercial substance in which the issuer
has 2 possibility of a loss on a present value basis upon an occurrence of the insured event, regardless of whether the
insured event is extremely unlikely.

Risk adjustment

The risk adjustment for non-financial risk is the compensation that the Company requires for bearing the uncertainty
about the amount and timing of the cash flows of groups of insurance contracts. The risk adjustment refleets an amount
that an insurer would rationally pay to remove the uncertainty that future cash flows will exceed the expected value amount.

The Company has estimated the risk adjustment using a confidence level (probability of sufficiency) approach at the 75th
percentile. That is, the Company has assessed its indifference to uncertainty for all product lines (as an indication of the
compensation that it requires for bearing non-financial risk) as being equivalent to the 75th percentile confidence level less
the mean of an estimated probability distribution of the furure cash flows. The Company has estimated the probability
distribution of the future cash flows, and the additional amount above the expected present value of future cash flows

required to meet the target percentiles.
Onerous groups

The Company uses significant judgement to determine at what level of granulasity the Company has reasonable and
ble information that is sufficient to conclude that all contracts within a set are sufficiently homogeneous and will

be allocated to the same group without performing an individual contract assessment.

Discounting

The Company adjusts the carrying amount of the insurance contracts liahilities and reinsurance contracts assets to reflect
the dme value of money and the effect of financial risk vsing discount rates that reflect the characteristics of the cash flows

of the group of contracts.
Discount rates applied for discounting of future cash flows are listed below:

1year 3 years 5 years 10 years
2024 2023 2024 2023 2024 2023 2024 2023
Discount rate used 6.04%: 6.81% 6.15% 6.72% 6.26% 6.04% 6.49% 5.85%

Under the bottom-up approach, the discount rate is determined as the risk-free yield, adjusted for differences in liquidity
characteristics between the financial assers used to derve the nsk-free yield and the relevant liability cash flows (known as
an ‘illiquidity premium’). The risk-free curve itself will either be derived by t