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The Board of Directors’ Report — Year ended 315t December 2024

On behalf of the Board, | would like to present to you the Board of Directors Report for the year ended December 31,
2024,

Insurance revenue for the year ended December 31, 2024, amounted to AED 606.9m as compared to AED 566.2m for
the last year representing a 7% increase. The variation is mainly related to the consumer business which is partly offset
by the reduction in the employee benefits line of business, the commercial business remained consistent as compared
to the last year. The significant increase in Insurance service expenses of 64% as compared to last year is primarily
linked with higher claims for commercial and consumer business on account of multiple weather-related events which
adversely affected the Company in 2024. After considering the reinsurance recoveries, the net Insurance service result
is depicting an unfavourable position of AED 88.6m as compared to AED 32.6m for last year. The above figures also
reflect the impact of the Reinsurance Adjustments raised by the external auditors in their Q3 2024 review report.

After accounting for the Investment income which amounted to AED 18.5m (2023: AED 17.7m), finance income/
expenses and other operating expenses, the net loss before tax stands at AED 71.8m as compared to AED 17.4m in
the prior year. After considering the favourable corporate income tax impact due to the business losses, the net loss
after tax stood at AED 64.4m (2023: 17.4m). Key Financial trends for the year 2024 are shared below.
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e 606,962 566,162 40,800
Insurance Service Expenses - 919,445| - 560,594] - 358,851
Net Recovery from Rl contracts held 223,884 - 38,200 262,084
Insurance Service Result - 88,599 - 32,632 - 55,967
Net Investment Income 18,461 17,710 751
Finance Income (expenses) net - 1,896] - 2,072 176
Other Operating Expenses 217| - 438 655
Net Loss before Tax - 71.817] - 17,432 - 54,385
Income tax 7,413 - 7.413
Net Loss after tax - 64,404] - 17,432 - 46,972

Outlook

During the last few months Fidelity United has gone through a massive restructuring exercise under the leadership of
the new management. Good progress has been achieved so far however there is a lot more which is in the works and
will be accomplished during 2025, The key focus has been on achieving superior underwriting results, keeping
sustainable growth in perspective. This will help to create portfolio optimization by expanding the distribution through
leveraging new products and enhanced connectivity with the business partners. Considering the earning pattern of
insurance premiums over the period of insurance policy, the above efforts will show positive results gradually moving
forward. Fidelity United will continue its efforts to enhance customer services and innovatively working to cater to our
customer requirements for an ever-changing business world. The Board is confident that Fidelity United will be able to
emerge out of the current scenario much stronger and generate profitable results in 2025.

The Board of Directors would like to thank all our customers and business partners for their continued trust in Fidelity
United, strengthening our image as the reliable insurance partner. The Board of Directors would also like to thank our
employees for their unwavering dedication and hard work.

Chairman of the Board
Dated: March 24, 2025
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Independent Auditor’s Report
To the Shareholders of United Fidelity Insurance Company (P.S.C.)

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of United Fidelity Insurance Company (P.S.C) (the “Company”),
which comprise the statement of financial position as at 31 December 2024, and the statement of ptofit or
loss, statement of comprehensive income, statement of changes in shareholdets’ 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 fairly, in all material respects, the financial
position of the Company as at 31 December 2024, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards (IFRS Accounting
Standards) (‘TFRSs’) as issued by the International Accounting Standards Board (TIASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the_Awditor’s Responsibilities for the Aundit of the Financial Statements
section of our report. We are independent of the Company in accordance with Infemational Ethics Standards
Board for Accountants’ International Code of Ethics for Professional Acconntants (including International Independence
Standards) (“IESBA Code”), together with the ethical requirements that are relevant to our audit of the
financial statements in United Arab Emirates and we have fulfilled our other ethical requitements in
accordance with these requirements and the IESBA code. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

We draw attention to note 28 of the financial statements, which states that as of 31 December 2024, the
Company did not meet the Minimum Capital Requirement (MCR) of AED 100 million, Solvency Capital
Requirement (SCR) of AED 161.2 million, Minimum Guarantee Fund (MGF) Requirement of AED 73
million and the Company has a SCR Solvency Margin Deficit of AED 155.1 million (31 December 2023:
AED 5.1 million). Further, the Company have accumulated losses of AED 94.5 million (31 December
2023: AED 36.3 million) and negative operating cash flows of AED 99.2 million as at 31 December 2024.
These conditions indicates that a material uncertainty exists that may cast significant doubt on the Company
ability to continue as a going concern. The accompanying financial statements have been prepared on a
going concern basis as the Board of directors have approved a solvency recovery plan which includes the
commitment of injecting additional capital. The Company’s ability to comply with the solvency
requirement depends on effective implementation of the solvency recovery plan, including capital injection,
which it will submit to the Ceattal Bank of UAE. Our opinion is not modified in respect of this matter.

© 2025 Grant Thornton UAE - All rights reserved. Grant Thornton UAE represents all legal licenses under which Grant Thornton Audit and Accounting grantthornton.ae
Limited Corporation, A British Virgin Islands (“BVI”) registered Branch, operate in the UAE. These licenses include the Abu D habi, Dubai and Sharjah

based branches — Grant Thornton Audit and Accounting Limited — registered with the Abu Dhabi Global Market — Grant Thornton Audit and Accounting

Limited Corporation BVI — registered with the Dubai Financial Services Authority. 2

“Grant Thornton” refers to the brand under which the Grant Thornton member firms provide assurance, tax and advisory services to their clients
and/or refers to one or more member firms, as the context requires. GTIL and the member firms are not a worldwide partnership. GTIL and each
member firm is a separate legal entity. Services are delivered by the member firms. GTIL does not provide services to clients. GTIL and its member
firms are not agents of, and do not obligate. one another and are not liable for one another’s acts or omissions.
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Independent Auditor’s Report

To the Shareholders of United Fidelity Insurance Company (P.S.C.)
Report on the Audit of the Financial Statements (continued)

Key Audit Matters

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

separate opinion on these matters.

Key Audit Matter

How our audit addressed the key audit matter

Valuation' off insurance contract liabilities, réinsurance contract assets and réinsurance contract

l[fabilities

As at 31 December 2024, the Company’s insurance
contract liabilities, reinsurance contract assets and
reinsurance contract liabilities are valued at AED
695.53 million, AED 450,86 million, and AED 3.81
million respectively, as disclosed in Note 9 to the
financial statements.

Valuation of insurance contract liabilities,
insurance contract assets, reinsurance contract
assets and reinsurance contract liabilities involve
significant judgements and estimates particulatly
with respect to the estimation of the present value
of future cash flows, eligibility of the Premium
Allocation Approach (PAA) and estimation of the
liabilities for incurred claims.

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

The calculation for these labilides includes
significant estimation and involvement of actuatial
experts in order to ensure approptiateness of
methodology, assumptions and data used to
determine the estimated futute cash flows and the
approptiateness of the discount rates used to
determine the present value of these cashflows.

As a result of all the above factors, we considet
valuation of insurance contract liabilities,
reinsurance contract assets and teinsutance
contract liabilities, as a key audit matter,

We perfrmed the following procedutes in
conjunction with our actuarial specialists:

Understood and evaluated the process, the
design and implementation of controls in place
to determine valuation of insurance contract
liabilifes, reinsurance contract assets and
reinsurance contract liabilities.

Assessed the competence, capabilies and
objectivity of the management 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 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;

We independently reperformed the calculation
to assess the mathematical accuracy of the
insurance contract liabilities, reinsurance
contract assets and teinsurance contract
liabilities on selected classes of business,
particularly focusing on latgest and most
uncertain reserves;

Evaluated and tested the calculation of the
expected credit loss allowance and the key
assumption and judgements used; and

Assessed the adequacy of disclosures included
in financial statements against the requirements
of IFRS Accounting Standards.
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Independent Auditor’s Report
To the Shareholders of United Fidelity Insurance Company (P.S.C.)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

Key Audit Matter
W Maluation of inyestnient properties

How our audit addressed the key audit matter

The Company holds investment properties under | Our audit procedures, among othets, included:

the fair value model as at 31 December 2024 | ® Obtained an understanding of the process of
amounting to AED 46.55 million (2023: AED determining the fair value of the investment
46.63 million) respectively, as disclosed in Note 6 properties;

to the financial statements. e Assessed the competence, capabilities and
objectivity of the management appointed

Management appointed independent external independent extetnal valuets;

valuers to determine the fair valuaton of | e Reviewed the scope of the engagement between

investment properties. The wvaluadon of the external valuer and the Company to

investment properties, as detailed in Note 6, determine if this was sufficient for audit

requires significant judgement to be applied and purposes;

estimates to be made by both managementandthe | o Verified the accuracy, completeness and

independent external valuets. Consequently, we relevance of the input data used for deriving fair

considered this to be a key audit matter. values;

® Evaluated the methodology and the
approptiateness of key assumptons used in
determining the fair value;

® Agreed the results of the valuations to the
amounts recorded in the financial statements; and

® Assessed the adequacy of disclosures included in
financial statements against the requirements of
IFRS Accounting Standards.

Other Information

The Board of Directors and management ate responsible for the other information. The other information
comptises the information included in the Board of Ditectors’ 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 accordingly we do not
express any form of assurance conclusion theteon.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is matetially inconsistent with
the financial statements, or our knowledge obtained in the audit, or otherwise appears to be matedally
misstated. If, based on the work we have performed on the other information that are obtained prior to
the date of this auditot’s repott, we conclude that there is 2 matetial misstatement of this other information,
we ate 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 United Fidelity Insurance Company (P.S.C.)

Report on the Audit of the Financial Statements (continued)

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with IFRS Accounting Standards as issued by International Accounting Standards Board (IASB)
and their preparation in compliance with the applicable provisions of the articles of association of the
Company, UAE Federal Decree Law No. 32 of 2021, UAE Federal Law No. 48 of 2023 regarding the
regulation of Insurance activities, Central Bank of the UAE Board of Directors’ Decision No. (25) of 2014
pettinent to the Financial Regulations for Insurance Companies, and for such intetnal control as
management determines is necessaty to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or etror.

In prcparmg the financial statements, management is responsible for assessmg the Company s ability to
continue as a going concen, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease
operations, ot has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain teasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditot’s report thatincludes
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 detect a material misstaternent when it exists. Misstatements can arise
from fraud ot error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of usets taken on the basis of these financial statements.

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

e  Identify and assess the risks of matetial misstatement of the financial statements, whether due to frand
ot errot, design and perform audit procedures responsive to those risks, and obtain audit evidence that
is sufficient and approptate 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, mistepresentations, or the override of internal control.

®  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 approptiateness 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 evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Company’s ability to continue as a going concern. If
we conclude that a material uncettainty exists, we are required to draw attention in our auditot’s report
to the related disclosutes in the financial statements ox, if such disclosures are inadequate, to modify
outr opinion. Our conclusions are based on the audit evidence obtained up to the date of our auditor’s
teport. 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
disclosutes, and whethet the financial statements represent the undetlying transactions and events in a
manner that achieves fair presentation.
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Independent Auditor’s Report
To the Shareholders of United Fidelity Insurance Company (P.S.C.)

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

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

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

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the financial statements of the cutrent year and are therefore the
key audit matters. We desctibe these mattets in our auditot’s report unless law or regulation precludes public
disclosure about the matter or when, in extremely tate 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
As required by the UAE Federal Decree Law No. 32 of 2021, we repott that:

i) We have obtained all the information and explanations we considered necessary for the purposes of
out 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 in accordance with established accounting
ptinciples;

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

v)  As disclosed in note 7 to the financial statements, the Company has invested in securities duting the
year ended 31 December 2024;

vi)  Note 24 to the financial statements discloses material related party transactions, and the terms under
which they were conducted;

vii)  The accumulated losses of the Company exceed 50% of the share capital as of 31 December 2024.
In otder, to comply with the provision of Article 309 of Federal Law No. (32) of 2021, the Board of
Ditectors should call a General Assembly meeting within (30) thirty days of publishing the financial
statements and this meeting should be held within (30) thirty days of date of call. The shareholders
should decide in this meeting about whether to continue the Company’s operations ot to dissolve it
ptior to its presctibed term. Except for above, based on the information that has been made available
to us, nothing has come to our attenton which causes us to believe that the Company has
conttavened during the financial year ended 31 December 2024, any of the applicable provisions of
the Federal Decree Law No. 32 of 2021, ot of its articles of association, which would materially affect
its activities or its financial position as at 31 December 2024; and

viii) Note 22 of the financial statements discloses the social contribution made during the year ended 31
December 2024.
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Independent Auditor’s Report
To the Shareholders of United Fidelity Insurance Company (P.S.C.)

Report on Other Legal and Regulatory Requirements (continued)

Furthet, as required by the UAE Federal Decree Law No. (48) of 2023, we teport that we have obtained all
the information and explanation we considered necessary for the purpose of our audit.

GRANT THO ON UAE
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United Fidelity Insurance Company (P.S.C.)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2024

Notes 2024 2023
AED AED

ASSETS
Property and equipment 5 9,613,144 11,766,413
Investment properties 6 46,553,999 46,639,999

Financial asset at fair value through profit or loss (FVTPL) 7 154,527,065 155,987,108
Financial asset at fair value through other comprehensive

income (FVTOCI) 7 126,972,140 113,580,481
Reinsurance contract assets 9 450,862,720 212,801,173
Prepayments and other assets 10 7,319,700 4,539,292
Statutory deposits 11 10,000,000 10,000,000
Other receivables 881,839 2,126,240
Deferred tax asset 29 7,412,817 -
Bank balances and cash 12 21,971,602 76,228,358
TOTAL ASSETS 836,115,026 633,669,064
EQUITY AND LIABILITIES
EQUITY
Shate capital 13 160,000,000 160,000,000
Statutory resetve 14 1,375,495 1,375,495
General reserve . 15 447,524 447,524
Reinsurance reserve 16 6,140,986 4,802,026
Cumulative change in fair value of FVTOCI investments 14,819,856 3,088,910
Accumulated losses (94,521,181) (36,303,139)
TOTALEQUITY 88,262,680 134,310,816
LIABILITIES
Employees' end of service benefits 18 3,691,233 4,484,362
Insurance contract liabilities 9 695,532,679 465,498,527
Reinsurance contract liabilities 9 3,805,132 5,442,405
Deferred tax liability ' 29 2,058,901 -
Bank botrowing : 19 20,000,000 -
Lease liabilities 20 5,640,413 7,187,505
Other payables 21 17,123,988 16,745,449
TOTAL LIABILITIES 747,852,346 499,358,248
TOTAL EQUITY AND LIABILITIES 836,115,026 633,669,064

These financial statements were authorised for issue on z LM AR 2[]25 by the Board of Directors and
signed on its behalf by:

' _Chairman Chief Exemlf}‘u’r'e Officér

The attached explanatoty notes from 1 to 30 form part of these financial statements.
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United Fidelity Insurance Company (P.S.C.)

STATEMENT OF PROFIT OR LOSS
For the year ended 31 December 2024

Insurance revenue
Insurance service expenses

Insurance service result before teinsurance contracts
held

Allocation of reinsurance premiums
Amounts recoverable from reinsurance for incurred claims
Net expenses from reinsurance contracts held

Insurance service results

Insurance finance expense for insurance contracts issued

Reinsurance finance income for reinsutance contracts held
Net insurance finance expense

Net investment income

Other operating expense
Other operating income
Loss before tax
Income tax credit

Loss for the year after tax

Basic and diluted loss per share

Notes

22

23
23

23

29

17

2024 2023
AED AED
606,962,559 566,162,066
(919,445,609)  (560,594,300)
(312,483,050) 5,567,766
(324,743,039)  (311,311,919)
548,627,144 273,111,786
223,884,105 (38,200,133)
(88,598,945)  (32,632,367)
6,711,379)  (6,773,662)
4,815,609 4,701,969
(1,895,770) __ (2,071,693)
18,460,756 17,710,114

z (595,673)

217,406 157,687
(71,816,553)  (17,431,932)
7,412,817 -
(64,403,736)  (17,431,932)
(0.403) (0.109)

The attached explanatory notes from 1 to 30 form patt of these financial statements.
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United Fidelity Insurance Company (P.S.C.)

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2024

2024 2023
Note AED AED
Loss for the year after tax (64,403,736) (17,431,932)
Other comprehensive income:
Items that will not be reclassified subsequently to
profit or loss:
Net change in fair value of equity investments designated at 7
FVTOCI — net of tax 18,355,600 15,534,700
Total other comprehensive income for the year 18,355,600 15,534,700
Total Comprehensive Loss for the Year (46,048,136) (1,897,232)

The attached explanatory notes from 1 to 30 form part of these financial statements.

10
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United Fidelity Insurance Company (P.S.C.)

STATEMENT OF CASH FLOWS
For the year ended 31 December 2024

Cash flows from operating activities

Loss before tax

Adjustments for:

Depreciation of property and equipment
Change in fait value for investments at FVIPL
Investment income

Provision for expected credit losses

Interest expense on lease liabilities

Provision for employees’ end of service benefits

Operating cash flows before changes in working capital

Changes in working capital:

Reinsurance contract assets -net

Insurance contract liabilities - net

Other receivables

Other payables

Cash (used in) / generated from operations

Employees end of service indemnity paid
Net cash (used in) /generated from operating activities

Cash flows from investing activities

Putchase of property and equipment

Net movement in fixed deposits

Proceeds from disposal of investments at FVTOCI
Purchase of investments at FVTOCI

Interest received

Proceeds from disposal of investments at FVTPL
Purchase of investments at FVTPL

Dividend received from investments at FVTOCI
Income received from investment properties

Net cash generated from / (used in) investing activities

Cash flows from financing activities
Interest paid on lease liabilities

Bank term loan obtained

Payment of lease liabilities

Net cash generated / (used in) financing activities

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

Cash and cash equivalents at end of the year

Non-cash transactions not included in the cash flows:
Addition to right to use of assets and lease liability
Adjustment on termination to right to use assets
Adjustment on termination to lease liability

Notes

w

18

18

12

2024 2023
AED AED
(71,816,553) (17,431,932)
2,954,263 5,326,599
2,428,875 528,029
(20,880,630) (18,335,359)
2,151,727 2,348,004
364,920 727,156
1,170,498 978,192
(83,626,900) (25,859,311)
(240,213,274) (64,603,341)
228,396,879 122,831,592
(2,208,665) (454,833)
377,453 1,368,002
(97,274,507 33,282,100
(1,963,627) (643,605)
(99,238,134) 32,638,504
(800,994) (642,768)
10,000,000 10,000,000
65,697,701 90,125,468
(58,918,371) (66,038,520)
6,624,865 6,458,099
17,889,552 29,276,218
(18,858,384) (82,003,515)
13,315,052 9,790,357
1,943,969 1,739,060
36,893,390 (1,295,601)
(364,920) (727,157)
20,000,000 o
(1,547,092) (3,123,446)
18,087,988 (3,850,603)
(44,256,756) 27,492,300
63,228,358 35,736,058
18,971,602 63,228,358

- 1,396,211

- (7,906,827)

. (8,652,952)

The attached explanatory notes from 1 to 30 form part of these financial statements.
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

1 Legal status and activities

United Fidelity Insurance Company (P.S.C.) (the “Company) is a public shareholding Company and was
registered in the Emirate of Ras Al Khaimah by Emiti dectee No. 13/76 issued by the ruler of Ras Al
Khaimah on 15 September 1976, which was amended by the Emiti decree No. 10/77 issued on 15
December 1977. The Company is registeted in the Insurance Companies Register of Central Bank of the
United Arab Emirates under registration number 8.

The Company is domiciled in the United Arab Emirates, in the financial year 2023, the Company changed
its registered office address to Abu Dhabi located at Office 407, Bloom Central Building, Airport Road, Al
Manbhal, Al Tibbiya, PO Box no: 721, Abu Dhabi, United Arab Emirates. The Company’s ordinary shares
are listed on Abu Dhabi Securities Exchange, United Arab Emirates. The principal activity of the Company
is the writing of all classes of general and life insurance. The Company opetates throngh its Head Office in
Dubai and branch offices in Abu Dhabi, Ras Al Khaimah, Sharjah and Fujairah.

These financial statements have been prepared in accordance with the requirements of the applicable laws
and regulations, including UAE Federal Decree Law No. 32 of 2021,

On December 9, 2022, the United Arab Emirates (UAE) Ministry of Finance (MoF) released Federal
Dectree Law No 47 of 2022 on the Taxation of Cotporations and Businesses, Corporate Tax Law (CT Law)
to enact a new CT regime in the UAE. The new CT regime has become effective for accounting periods
beginning on ot after 1 June 2023. As the Company’s accounting year ends on 31 December, the first tax
petiod is from 1 January 2024 to 31 December 2024, with the respective tax retutn to be filed on or before
30 September 2025.

The taxable income of the entities that are in scope for UAE CT purposes will be subject to the rate of 9%
on taxable profits above AED 375,000. The Company has incurred a taxable loss during the current year,
in relaton to which it has recognised a deferred tax asset amounting to AED 7,412,817, This deferred tax
asset is expected to be realised through future taxable profits.

2 Application of new and revised International Financial Reporting Standards
(“IFRS”)
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
Amendment to IAS 1 — Non-current liabilities with covenants
IAS1 and classification of liabilities as current or non-current 1 January 2024

Amendments to IAS 7 Statement of Cash Flows and IFRS 7

Financial Instruments: Disclosures—Supplier Finance
IAS 7 Arrangements 1 January 2024
IFRS 16 Amendment to IFRS 16 — Leases on sale and leaseback 1 January 2024

These standards did not have a material impact on these financial statements.
Standards 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
IAS 21 Amendments to IAS 21 - Lack of exchangeability 1 January 2025
Amendments to IFRS 9 and 7 - Amendments to the

IFRS 9 & IFRS 7 Classification and Measurement of Financial Instruments 1 January 2026
IFRS 18 Presentation and Disclosure in Financial Statements 1 January 2027
IFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

3 Statement of compliance with IFRS

These financial statements are for the year ended 31 December 2024 and are presented in United Arab
Emirates Ditham (AED), which is also the functional curtency of the Company. The financial statements
have been prepared in accordance with IFRS Accounting Standards promulgated by Intemational
Accounting Standards Board (IASB) and interpretations thereof issued by the IFRS Interpretations
Committee (“IFRS IC”) and in compliance with the applicable requirements of the United Arab Emirates
(U.A.E.) Federal Decree Law No. 32 of 2021, the United Arab Emirates (U.A.E.) Federal Decree Law No.
48 of 2023 regarding the regulation of Insurance activities and the Insurance Authority Board of Directors’
Decision No. (25) of 2014 pertinent to the Financial Regulations for Insurance Companies.

As disclosed in note 28 of the financial statements, as at 31 December 2024, the Company did not meet
the Minimum Capital Requitement (MCR) of AED 100 million, Solvency Capital Requirement (SCR) of
AED 161.2 million, Minimum Guarantee Fund (MGF) of 73 million and the Company has a SCR Solvency
Margin Deficit of AED 155.1 million (31 December 2023: AED 5.1 million). Furthert, the Company have
accumulated losses of AED 94.5 million (31 December 2023: AED 36.3 million) and negative operating
cash flows of AED 99.2 million as at 31 December 2024 and the Company’s ability to comply with the
solvency requitement depends on the effective implementation of its solvency recovery plan, including
capital injection, which it will submit to the Central Bank of UAE. However, as certain actions included in
the plan are not wholly within management’s control, 2 material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concetn.

Additionally, as the accumulated losses have exceeded 50% of the share capital, as required by Article 309
of Federal Decree Law No. (32) of 2021, the Board of Directors should call a General Assembly meeting
within (30) thirty days of publishing the financial statements and this meeting should be held within (30)
thirty days of date of call. The shareholders should decide in this meeting about whether to continue the
Company’s operations or to dissolve it ptior to its presctibed.

Accounting convention

These financial statements ate prepared under the histotical cost convention except for the measurement
at fair value of investments at fair value through profit or loss (FVIPL), investments at fair value through
other comprehensive income (FVTOCI) and investment properties which are carried at fair value and the
provision for employees’ end of service indemnity which is measured in accordance with U.A.E labor laws.
The financial statements have been presented in UAE Dirhams (AED) except when othetwise indicated.

The Company’s statement of financial position is not presented using a current / non-current classification.
However, the following balances would generally be classified as current: bank balances and cash, other
receivables, prepayments and other assets and other payables. The following balances would generally be
classified as non-curtent: property and equipment, investment properties, statutory deposit, defetred tax
asset, deferred tax liabilities and provision for employees’ end of service indemnity. The following balances
are of mixed nature (including both current and non-current portions): investments at fair value through
other comprehensive income, investments at fair value through profit or loss, insurance contract assets,
reinsurance contract assets, insurance contract liabilities, reinsurance contract liabilities, bank term loan and
lease liabilities.

4 Material accounting policies
Standards, interpretations, and amendments to existing standards
IFRS 17 Insurance Contracts

IFRS 17 establishes principles for the recognition, measurement, presentation and disclosure of insurance
contracts, reinsutance contracts and investment contracts with discretionary patticipation features.
It introduces a2 model that measures groups of contracts based on the Company’s estimates of the present
value of future cash flows that are expected to arise as the Company fulfils the contracts, an explicit risk
adjustment for non-financial risk and a contractual service margin.
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)
Standards, interpretations, and amendments to existing standards (continued)
IFRS 17 Insurance Contracts (continued)

Under IFRS 17, insurance revenue in each reporting period represents the changes in the liabilities for
remaining coverage that relate to services for which the Company expects to receive consideration and an
allocation of premiums that relate to tecovering insurance acquisition cash flows. In addition, investment
components are no longer included in insurance revenue and insurance service expenses.

The Company applies the PAA to simplify the measurement of all of its insurance and teinsurance
contracts. When measuring liabilities for remaining coverage, the PAA is similar to the Company’s previous
accounting treatment. However, when measuring liabilities for outstanding claims, the Company now
discounts the future cash flows (unless they ate expected to occur in one yeat or less from the date on
which the claims are incurred) and includes an explicit risk adjustment for non-financial risk.

Recognition
The Company recognises groups of insurance contracts it issues from the eatliest of the following:

*  The beginning of the coverage petiod of the group of contracts;

*  The date when the fitst payment from a policyholder in the group is due ot when the first payment is
received if there is no due date;

*  For a group of onerous contracts, if facts and circumstances indicate that the group is onetous the
Company recognises a group of reinsurance contracts held:

* If the reinsurance contracts provide proportionate coverage at the later of the beginning of the
coverage period of the group, or the initial recognition of any underlying contract; and

*  In all other cases, from the beginning of the coverage period of the group the Company adds new
contracts to the group when they are issued or initiated.

Level of Aggregation

Level of aggregation relates to the unit of account under IFRS 17. The unit of account under IFRS 17 is refetred
to as a ‘Group of Contracts’ (GoCs) and requirements relating to level of aggtegation 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 more granular classifications:

= Contracts that are onerous at inception.
= Contracts that are not onetous and have no significant possibility of becoming onerous; and
= All other contracts

Coborts

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,
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)
Standards, interpretations, and amendments to existing standards (continued)

IFRS 17 Insurance Contracts (continued)
Level of Aggregation (continued)
Measurement - Premium Allocation Approach
Insurance contracts — inftial measurement

The Company applies the premium allocation approach (PAA) to all the insurance contracts that it issues
and reinsurance contracts that it holds, as:

*  The coverage petiod of each contract in the group is one year or less, including coverage arising from
all premiums within the contract boundary; or

*  For contracts longer than one year, the Company has modelled possible futute scenarios and
reasonably expects that the measurement of the liability for remaining coverage for the group
containing those contracts under the PAA does not differ materially from the measurement that would
be produced applying the general model. In assessing materiality, the Company has also considered
qualitative factors such as the nature of the tisk and types of its lines of business.

The Company does not apply the PAA if, at the inception of the group of contracts, it expects significant
variability in the fulfilment cash flows that would affect the measurement of the liability for the remaining
coverage during the year before a claim is incutted. Vatiability in the fulfilment cash flows increases with:

*  The extent of future cash flows related to any detivatives embedded in the contracts.
*  The length of the coverage year of the group of contracts.

For a group of contracts that is not onerous at initial recognition, the Company measures the liability for
remaining coverage as the premiums, if any, received at initial recognition, minus any insurance acquisition
cash flows at that date, with the exception of contracts which are one year or less where this is expensed,
plus or minus any amount arising from the derecognition at that date of the asset or liability recognised for
insurance acquisition cash flows that the Company pays ot receives before the group of insurance contracts
is recognised. There is no allowance for time value of money as the premiums are mostly received within
one year of the coverage year.

The Company measures its reinsurance assets for a group of reinsurance contracts that it holds on the same
basis as insurance contracts that it issues, however, adapted to reflect the features of reinsurance contracts
held that differ from insurance contracts issued, for example the generation of expenses or reduction in
CXPCI]SCS rather than revenue.

Insurance contracts — subsequent measurement

The Company measures the carrying amount of the liability for remaining coverage at the end of each
reporting year as the liability for remaining coverage at the beginning of the year:

*  Plus premiums received in the year;

*  Minus capitalised insurance acquisition cash flows;

*  Plus any amounts relating to the amortisation of the acquisition cash flows recognised as an expense
in the reporting year for the group;

*  Plus any adjustment to the financing component, whete applicable;

*  Minus the amount recognised as insurance revenue for the coverage year; and

*  Minus any investment component paid of transferred to the liability for incurred claims.

The Company estimates the liability for incurred claims as the fulfilment cash flows related to incurred
claims. The fulfilment cash flows incorporate, in an unbiased way, all reasonable and supportable
information available without undue cost or effort about the amount, timing and uncertainty of those future
cash flows, they reflect current estimates from the perspective of the entity and include an explicit
adjustment for non-financial risk (the tisk adjustment). The Company adjust the future cash flows for the
time value of money and the effect of financial risk for the measurement of liability for incurred claims.

Insutance acquisitdon cash flows are allocated on a straight-line basis to statement of profit of loss.
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)

Standards, interpretations and amendments to existing standards
IFRS 17 Insurance Contracts (continued)

Reinsurance contracts

The subsequent measurement of reinsurance contracts held follows the same principles as those for
insurance contracts issued and has been adapted to reflect the specific features of reinsurance held.

Insurance contracts — modification and derecognition
The Company derecognises insurance contracts when:

* The rights and obligations relating to the contract are extinguished (i.e., discharged, cancelled or
expired);
Or
*  The contract is modified such that the modification results in a change in the measurement model ot
the applicable standard for measuring a component of the contract, substantially changes the contract
boundary, or requires the modified contract to be included in a different group. In such cases, the
Company derecognises the initial contract and recognises the modified contract as a new contract.

When a modification is not treated as a derecognition, the Company recognises amounts paid or received
for the modification with the contract as an adjustment to the relevant liability for remaining coverage,

Presentation

The Company has presented separately, in the statement of financial position, the carrying amount of
groups of insurance contracts issued that are assets, groups of insurance contracts issued that are liabilides,
reinsurance contracts held that are assets and groups of reinsurance contracts held that are liabilities.

Any assets or liabilities for insurance acquisition cash flows recognised before the corresponding insurance
contracts are included in the carrying amount of the related groups of insurance contracts issued,

The Company disaggregates the total amount recognised in the statement of statement of profit or loss and
other comprehensive income into an insurance service result, comprising insurance revenue and insurance
service expense, and insurance finance income or expenses.

The Company disaggregates the change in risk adjustment for non-financial risk between a financial and
non-financial portion which will be presented in insurance finance income or expenses and in insurance
service result respectively. The Company separately presents income or expenses from reinsurance
contracts held from the expenses or income from insurance contracts issued.

Insurance revenue

For groups of insurance contracts measured under the PAA, the Company recognises insurance revenue
based on the passage of time over the coverage period of a group of contracts where revenue is recognised
based on expected timing of incurred insurance service expenses.

Loss components

The Company assumes that no contracts are onerous at initial recognition unless facts and circomstances
indicate otherwise. The Company reassess this on quarterly basis and if at quarter end, the facts and
circumstances indicate that a group of insurance contracts is onerous, the Company establishes a loss
component as the excess of the fulfilment cash flows that relate to the remaining coverage of the group
over the cartying amount of the liability for remaining coverage of the group. Accordingly, by the end of
the coverage year of the group of contracts the loss component will be zero.
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)

Standards, interpretations and amendments to existing standards
IFRS 17 Insurance Contracts (continued)

Insurance finance income and expense

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

*  The effect of the time value of money and changes in the time value of money; and
*  The effect of financial risk and changes in financial risk.

The Company do not disaggregate insurance finance income or expenses between statement of profit or
loss and statement of other comprehensive income.

Net income or expense from reinsurance contracts held

The Company presents sepatately on the face of the statement of profit or loss and other comptrehensive
income, the amounts expected to be recovered from reinsurers, and an allocation of the reinsurance
premiums paid. The Company treats reinsurance cash flows that are contingent on claims on the underlying
contracts as part of the claims that are expected to be reimbursed undet the reinsurance contract held, and
excludes investment components and commissions from an allocation of reinsurance premiums presented
on the face of the statement of profit or loss and other comprehensive income.

IFRS 9 Financial instruments
Recognition, initial measurement and derecognition

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the financial instrument and are measured initially at fair value plus transactions costs. Regular
way purchases and sales of financial assets are recognised on the date on which the Company commits to
purchase or sell the asset i.e. the trade date.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and all substantial risks and rewards are transferred. A financial liability
is derecognised when it is extinguished.

Classification and subsequent measurement of financial assets

For the purposes of subsequent measurement, the Company classifies its financial assets into the following
categories:

Financial assets at amortised cost

Financial assets at amortised cost are those financial assets for which:

¢ the Company’s business model is to hold them in ordet to collect contractual cash flows; and
® the contractual terms give rise on specific dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

After initial recognition these are measured at amortised cost using the effective interest method, less
provision for impairment. Discounting is omitted where the effect of discounting is immaterial.

These are included in current assets, except for maturities greater than 12 months after the end of the
reporting period which are classified as non-current assets.

Financial assets at amortised cost comptise statutory deposits, cash and cash equivalents, amounts due from
related parties and most other assets.
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)

IFRS 9 Financial instruments (continued)

Classification and subsequent measurement of financial assets (continued)
Financial assets at fair value through profit or loss (‘FVIPL’)

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

The Company has designated certain financial assets at fair value through profit or loss because designation
eliminates or significantly reduces an accounting mismatch, which would otherwise arise.

Financial assets at fair value through other comprehensive income (‘FVIOCT)

Investments in equity securities are classified as FVITOCI. At initial recognition, the Company can make an
irrevocable election (on an instrument-by-instrument basis) to designate investments in equity investments
at FVTOCI. Designation at FVTOCI is not permitted if the equity investment is held for trading,

Fair value measurement

For investments traded in organised financial markets, fair value is determined by reference to stock
exchange quoted prices at the close of business on the statement of financial position date. Investments in
unquoted securities are measured at fair value, considering observable market inputs and unobservable
financial data of investees.

All financial assets are recognised and derecognised on a trade date where the purchase or sale of a financial
asset is under a contract whose terms require delivery of the financial asset within the timeframe established
by the matket concerned, and are initially measured at fair value, plus transaction costs, except for those
financial assets classified as at fair value through profit or loss (FVTPL). Transaction costs directly
attributable to the acquisition of financial assets classified as at FVIPL are recognised immediately in
statement of profit or loss.

All recognised financial assets that are within the scope of IFRS 9 are required to be subsequently measured
at amortised cost or fair value on the basis of the entity’s business model for managing the financial assets
and the contractual cash flow characteristics of the financial assets. Specifically:

@ debt instruments that are held within a business model whose objective is to collect the contractual
cash flows, and that have contractual cash flows that are solely payments of principal and interest
on the principal amount outstanding (SPPI), are subsequently measured at amortised cost;

(ii) debt instruments that ate held within a business model whose objective is both to collect the
contractual cash flows and to sell the debt instruments, and that have contractual cash flows that
are SPPI, are subsequently measured at fair value through other comprehensive income
(FVTOCD;

(iii) all other debt insttuments (e.g. debt insttuments managed on a fair value basis or held for sale)
and equity investments ate subsequently measured at FVTPL. However, the Company may make
the following irrevocable election/designation at initial recognition of a financial asset on an asset-
by-asset basis:

a. the Company may irrevocably elect to present subsequent changes in fair value of an equity
investment that is neither held for trading nor contingent consideration recognised by an
acquirer in a business combination to which IFRS 3 applies, in other comprehensive income
(OCI); and

b.  the Company may irrevocably designate a debt instrument that meets the amortised cost or
FVTOCI ctiteria as measured at FVTPL if doing so eliminates or significantly reduces an
accounting mismatch (teferred to as the fair value option).
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

4 Material accounting policies (continued)
IFRS 9 Financial instruments (continued)
Equity instruments at FVTOCI

Investments in equity instruments/funds at FVT'OCI ate initially measured at fair value plus transaction
costs. Subsequently, they are measured at fair value with gains and losses arising from changes in fair value
recognised in other comprehensive income and accumulated in the cumulative changes in fair value of
securities. The cumulative gain or loss will not be reclassified to statement of profit or loss on disposal of
the investments in equity instruments/funds but reclassified to retained earnings. The Company has
designated all investments in equity instruments that are not held for trading as FVTOCL

Dividends on these investments in equity instruments are recognised in statement of profit or loss when
the Company’s right to receive the dividends is established unless the dividends cleatly represent a recovery
of patt of the cost of the investment. Other net gains and losses are recognised in statement of other
comptehensive income and are never reclassified to statement of profit or loss.

When a debt instrument measured at FVTOCI is detecognised, the cumulative gain/loss previously
recognised in statement of other comprehensive income is reclassified from equity to statement of profit
or loss.

Debt instruments that are subsequently measured at amortised cost or at FVTOCI are subject to
impairment.

Financial assets at FVTPL
Financial assets at FVTPL ate:
@ assets with contractual cash flows that are not SPPL; or/and

(ii) assets that ate held in a business model other than held to collect contractual cash flows or held to
collect and sell; or

(iii) assets designated at FVIPL using the fair value option.

These assets ate measured at fair value, with any gains/losses arising on remeasurement recognised in
statement of profit or loss.

Impairment

The Company tecognises loss allowances for expected credit losses on bank balances including statutory
and fixed deposits; other assets that are not measured at FVTPL; and debt investments measured
subsequently at amortised cost or at FVTOCL

No impaitment loss is recognised on equity investments. A loss allowance for full lifetime ECL is required
for a financial instrument if the credit risk on that financial instrument has increased significantly since
initial recognition. For all other financial instruments, ECLs are measured at an amount equal to the 12-
months ECL.

The Company has elected to measute loss allowances for other assets at an amount equal to lifetime ECLs.
Current accounts with banks, debt investments measured subsequently at amortised cost ot at FVTOCI,
fixed deposits and statutory deposits are assessed to have low credit risk as they are held with reputable
local banks.

Loss allowance for financial investments measured at amortised costs are deducted from gross carrying
amount of assets,

When determining whether the credit risk of a financial asset has increased significantly since initial
recognition and when estimating ECLs, the Company considers reasonable and supportable information
that is relevant and available without undue costs or effort. This includes both quantitative and qualitative
information and analysis, based on the Company’s historical experience and informed credit assessment
and including forward-looking information.
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NOTES TO THE FINANCIAL STATEMENTS
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4 Material accounting policies (continued)

IFRS 9 Financial instruments (continued)

Impairment (continued)

Forward-looking information considered includes the future prospects of the industsies in which the
Company’s treceivables operate, obtained from economic expett tepotts, financial analysts, governmental

bodies, relevant think-tanks and other similar organisations, as well as consideration of various external
sources of actual and forecast economic information that relate to the Company’s core operations.

In particular, the following information is taken into account when assessing whether credit tisk has
increased significantly since initial recognition:

° An actual or expected significant deterioration in the financial instrument’s external (if available)
ot internal credit rating;
® Significant deterioration in external market indicators of credit dsk for a particular financial

instrument, e.g. a significant increase in the credit spread, the credit default swap prices for the
debtor, ot the length of time or the extent to which the fair value of a financial asset has been less
than its amortised cost;

° Existing or forecast adverse changes in business, financial ot economic conditions that ate expected
to cause a significant dectease in the debtot’s ability to meet its debt obligations;

. An actual or expected significant detetioration in the operating results of the debtor;

. Significant increases in credit risk on other financial instruments of the same debtot;

° An actual or expected significant adverse change in the regulatory, economic, or technological
environment of the debtor that results in a significant decrease in the debtor’s ability to meet its
debt obligations.

Irrespective of the outcome of the above assessment, the Company presumes that the credit risk on a
financial asset has increased significantly since initial tecognition when contractual payments ate past due,
unless the Company has reasonable and supportable information that demonstrates otherwise.

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has not increased
significantly since initial recognition if the financial instrument is determined to have low credit risk at the
reporting date. A financial instrument is determined to have low credit risk if:

(1) The financial instrument has a low risk of default,
(2) The debtor has a strong capacity to meet its contractual cash flow obligations in the near term, and

(3) Adverse changes in economic and business conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfil its contractual cash flow obligations.

The Company considers a financial asset to have low credit risk when the asset has external credit rating of
‘investment grade’ in accordance with the globally understood definition or if an external rating is not
available, the asset has an internal rating of “performing’. Performing means that the counterparty has a
strong financial position and there are no past due amounts.

‘The Company regulatly monitors the effectiveness of the criteria used to identify whether there has been a
significant increase in credit risk and revises them as appropriate to ensure that the criteria are capable of
identifying significant inctease in credit risk before the amount becomes past due.

For certain categories of financial assets that are assessed not to be impaired individually are, in addition,
assessed for impairment on a collective basis. Objective evidence of impairment for a portfolio of
receivables could include the Company’s past experience of collecting payments, an increase in the number
of delayed payments in the portfolio as well as observable changes in national or local economic conditions
that cottelate with default on receivables.

Impairment losses related to bank balances including statutory and fixed deposits, debt investments
measured at amottised cost or FVTOCI, and insurance and other receivables are presented in the statement
of profit or loss within “(Charge)/ release of provision for impairment”.
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4 Material accounting policies {continued)
IFRS 9 Financial instruments (continued)
Measurement of ECL

The Company employs statistical models for ECL calculations for bank balances, statutory and fixed
deposits. ECLs are a probability-weighted estimate of credit losses. The parameters used in calculation were
derived from the Company’s internally developed statistical models and other histotical data. They wete
adjusted to treflect forward-looking information.

The Company reassessed its impairment loss on its insurance and other receivables portfolio using an
expected loss measurement basis using the simplified apptroach.

Credit impaired financial assets

A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the
estimated future cash flows of the financial asset have occurred. At each reporting date, the Company
assesses whether financial assets carried are credit impaired.

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Company neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Company recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Company tetains
substantially all the risks and rewards of ownership of a transferred financial asset, the Company continues
to recognise the financial asset and also recognises a collateralised bortowing for the proceeds teceived.

Property and equipment

Property and equipment are recorded at cost less accumulated depreciation and any impairment in value.
Depreciation is calculated on a straight-line basis over the estimated useful lives of property and equipment.
The following estimated useful lives are applied:

e Furniture and equipment 5-10 yeats
® Computers and office equipment 2-5 years
» Motor vehicles 4 years

The carrying values of property and equipment are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable. If any such indication exists and
whete the catrying values exceed the estimated recoverable amount, the assets are written down to their
recoverable amount, being the higher of their value less costs to sell and their value in use.

An item of propetty and equipment is derecognised upon disposal or when no future economic benefits
are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying amount of the asset) is included in the
statement of comprehensive income in the year the asset is derecognised.

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

Capital work in progress

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

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

Investment properties

Investment properties are measured initially at cost, including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value, which reflects market conditions at the reporting
date. Gains or losses atising from changes in the fair values of investment properties are included in the
statement of profit or loss in the year in which they arise, including the corresponding tax effect. Fair values
are evaluated annually by an accredited external, independent wvaluer, applying a valuation model
recommended by the International Valuation Standards Committee,

Investment properties are derecognised either when they have been disposed of, or when the investment
property is permanently withdrawn from use and no future economic benefit is expected from its disposal.
Any gains or losses on the retirement or disposal of an investment property are recognised in the statement
of profit or loss in the year of retirement or disposal.

Transfers are made to (or from) investment property only when thete is 2 change in use. For a transfer
from investment property to owner-occupied property, the deemed cost for subsequent accounting is the
fair value at the date of change in use. If owner-occupied property becomes an investment property, the
Company accounts for such property in accordance with the policy stated under property and equipment
up to the date of change in use. (refer Note 6 for valuation techniques and inputs).

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand and short-term deposits with an otiginal
maturity of three months or less in the statement of financial position which are subject to an insignificant
risk of changes in value. For the putpose of the statement of cash flows, cash and cash equivalents consist
of cash and shott-term deposits, as defined above, net of outstanding bank overdrafts as they are considered
an integral part of the Company’s cash management.

Provisions

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of
a past event, it is probable that an outflow of resources embodying economic benefits will be required to
settle the obligation and a teliable estimate can be made of the amount of the obligation. When the
Company expects some or all of a provision to be reimbursed, for example, under an insurance contract,
the reimbursement is recognised as a separate asset, but only when the reimbutsement is virtually certain.
The expense relating to a provision is presented in the statement of profit or loss net of any reimbursement.
If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate
that reflects, when approptiate, the tisks specific to the liability, When discounting is used, the increase in
the provision due to the passage of time is recognised as a finance cost.

Leases

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The
tight-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred. The right-of-use is subsequently depreciated using the straight-line method from the
commencement date to the eatlier of the end of the useful life of the right-of-use asset or the end of the
lease term. The estimated useful life of the right-of-use asset is determined on the same basis as those of
lease contract petiod. In addition, the right-of-use asset is periodically reduced by impairment losses, if any
and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
detetmined, the Company’s incremental bortowing rate. Generally, the Company uses its incremental
borrowing rates as the discount rate.
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4 Material accounting policies (continued)
Leases (continued)

The lease liability is subsequently measured at amortised cost using the effective interest method. It is
remeasured when there is a change in the future lease payments atising from a change in an index or rate,
if there is a change in the Company’s estimate of the amount expected to be payable under a residual value
guarantee, or if the Company changes its assessment of whether it will exercise a purchase, extension, or
termination option. When the lease liability is remeasured in this way, a corresponding adjustment is made
to the cartying amount of the right-of-use asset or is recorded in the statement of profit or loss if the
carrying amount of the right-of-use asset has been reduced to zero.

Employee benefits
Abnrital leave and leave passage.

An accrual is made for the estimated liability for employees' entitlement to annual leave and leave passage
as a result of services rendered by eligible employees up to the end of the year,

Provision for enmployees’ end of service indemmity

Provision is made for the full amount of end of service benefits due to non-UAE national employees in
accordance with the U.A.E Labour Law and is based on cuttent remuneration and their petiod of service
at the end of the reporting petiod.

Bank borrowing

Short team bank borrowing is secured by assignment of certain investments in favor of financial institutions.
These loans carry a fixed interest rate of 0.65% per annum. Short-term loans are utilized for Company’s
operational activities.

Defined contribution plan

UAE national employees of the Company are members of the Government-managed retirement pension
and social security benefit scheme pursuant to UAE Labour Law No. 7 of 1999. The Company is tequired
to contribute 12.5% of the “contribution calculation salaty” of payroll costs to the retirement benefit
scheme to fund the benefits. The employees and the Government contribute 5% and 2,5% of the
“contribution calculation salary” respectively, to the scheme. The only obligation of the Company with
respect to the retirement pension and social secutity scheme is to make the specified contributions. The
contributions ate charged to statement of profit or loss.

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.

Judgements and estimates

The preparation of these financial statements requires management to make judgements, estimates and
assumptions that effect the application of accounting policies and the reported amounts of assets and
liabilities, income, and expense. Actual results may differ from these estimates.

In preparing these financial statements, the significant judgements made by management in applying the
accounting policies and the key sources of estimation uncertainty were the same as those that were applied
in the audited financial statements as at and for the year ended 31 December 2023.
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4 Material accounting policies (continued)

Judgements and estimates {(continued)
Measurement of the expected credit loss (“ECL”) allowance

The measurement of ECL is a significant estimate that involves determination of methodology, models and
data inputs. The following components have a major impact on the credit loss allowance for debt
instruments carried at amortised cost, FVI'OCI investments, bank balances and fixed deposits: definition
of default, significant increase in credit risk, probability of default (“PD”), exposure at default ("EAD”),
and loss given default (“LGD”) and the historical loss expetience per ageing bucket has the major impact
on the credit loss allowance for Insurance and other receivables. The Company regulatly reviews and
validates the models and inputs to the models to reduce any differences between expected credit loss
estimates and actual credit loss experience.

Valuation of unquoted equity investments

Valuation of unquoted equity investments is normally based on recent arm’s length market transactions,
curtent fair value of another instrument that is substantially the same, the expected cash flows discounted
at cuttent rates applicable for items with similar terms and isk charactetistics, or other valuation models.

Fair value of investment properties

Determining the fair value requires an estimation of future cash flows expected to atise from the investment
propetties, a suitable growth rate, expected occupancy and a suitable discount rate in order to calculate the
present value. It is reasonably possible on the basis of the existing knowledge that outcomes within next
financial year that are different from estimates made could require material adjustment to the fair value of
the investment properties.

Liabilfty for remaining coverage

For insurance acquisition cash flows, the Company is eligible and chooses to recognise the payments as an
expense immediately (coverage period of a year or less) for its propetty insurance product line. For personal
accident insurance, marine insurance and liability reinsurance products, acquisition costs are capitalised.

Liability for remaining coverage (continued)

The effect of recognising insurance acquisition cash flows as an expense on initial recognition of group of
insurance contracts is to increase the liability for remaining coverage on initial recognition and reduce the
likelihood of any subsequent onerous contract loss. There would be an increased charge to statement of
income on initial recognition, due to expensing acquisition cash flows, offset by an increase in profit
teleased over the coverage period. For groups of contracts that are onerous, the liability for remaining
coverage is determined by the fulfilment cash flows. For the marine and personal insurance product lines,
the Company adjusts the carrying amount of the liability for remaining coverage to reflect the time value
of money and the effect of financial tisk using discount rates that reflect the characteristics of the cash flows
of the group of insurance contracts at initial recognition.

Liability for incurred claims

The ultimate cost of outstanding claims is estimated by using a range of standard actuarial claims projection
techniques, such as Expected Loss Ratio, Chain Ladder and Bornheutter-Fergnson methods.

The main assumption undetlying these techniques is that a Company’s past claims development expetience
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 eatlier years and expected
loss ratios. Historical claims development is mainly analysed by accident yeats, but can also be further
analysed by geographical atea, as well as by significant business lines and claim types. Large claims are
usually separately addressed, eithet by being reserved at the face value of loss adjuster estimates or separately
ptojected in order to 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 historical claim’s development data on which the projections are based.
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4 Material accounting policies (continued)
Judgements and estimates (continued)
Liability for incurred claims (continued)

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, changes in external or market factors such as public attitudes to
claiming, economic conditions, levels of claims inflation, judicial decisions and legislation, as well as intetnal
factors such as portfolio mix, policy features and claims handling procedures) in order to arrive at the
estimated ultimate cost of claims that present the probability weighted expected value outcome from the
range of possible outcomes, taking account of all the uncertainties involved.

Some of the insurance contracts that have been written in the property line of business permit the Company
to sell property acquired in settling a claim. The Company also has the tight to pursue third parties for
payment of some ot all costs. Estimates of salvage tecoveties and subrogation teimbursements ate
considered as an allowance in the measurement of ultimate claims costs.

Other key circumstances affecting the reliability of assumptions include variation in interest rates, delays in
settlement and changes in foreign currency exchange rates.

Discount rates

Insurance contract liabilities are calculated by discounting expected future cash flows at a risk free rate, plus
an illiquidity premium where applicable. Risk free rates are determined by reference to the yields of highly
liquid AAA-rated soveteign securities in the currency of the insurance contract liabilities. The illiquidity
premium is determined by reference to observable market rates. Discount rates applied for discounting of
futute cash flows ate listed below:

1year 3 years 5 years 10 years
2024 2023 2024 2023 2024 2023 2024 2023

Insurance contracts issued:

AED 5.21% 595%  5.09% 4.91% 5.05% 4.69% 5.10% 4.64%

Reinsurance contracts issued:

1year 3 years 5 years 10 years
2024 2023 2024 2023 2024 2023 2024 2023
AED 5.21% 595% 5.09% 4.91% 5.05% 4.69% 5.10% 4.64%

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the compensation that the Company requires for beating the
uncertainty about the amount and timing of the cash flows of groups of insurance contracts. The risk
adjustment teflects 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 tisk adjustment using a confidence level (probability of sufficiency)
approach at the 65th percentile for motor and medical lines of business and 70th percentile for the others.
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.
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5 Property and equipment
2024 2023
AED AED
Capital work in progress (Note 5.1) 311,614 120,811
Operating assets (Note 5.2) 9,301,530 11,645,602

9,613,144 11,766,413

5.1 Capital wotk in progress includes an amount of AED 311,614 (2023: AED 120,811} mainly towatds
costs incurred on leasehold improvements and computers and office equipment. Below is the
movement of capital work in progress.

2024 2023

AED AED

Opening capital work in progress 120,811 791,273
Add: additions during the year 291,933 252,280
Less: capitalised during the year (101,130) (922,742)
Closing capital work in progress 311,614 120,811
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

6 Investment Properties
2024 2023
AED AED
Balance at the beginning of the year 46,639,999 46,783,999
Changes in fait value duting the year (note 22) (86,000) (144,000)
Balance at the end of the year 46,553,999 46,639,999

The fair value of the Company’s investment propetties as at 31 December 2024 has been arrived at on the
basis of valuation cattied on 31 December 2024 by two independent valuers who have appropriate
qualifications and recent market expetience in the valuation properties in the United Arab Emirates.

The fair value was determined based on the discounted cashflow method and income capitalisation method.
In capitalisation of net income method, the market rentals of all lettable units are assessed by reference to
the rentals achieved in the lettable units as well as other lettings of similar property in the area. The
capitalisation rate adopted is made by reference to the yield rates obsetved by the valuers of similar
properties in the locality and adjusted based on the valuer’s knowledge of the factors specific to respective
propertties. Discounted cashflow method derives value by discounting future cash flows based on prevailing
micro market conditions in the vicinity of the asset.

The fair values of all the investment properties were determined based on unobservable inputs (i.e. level 3).
The rental income and operating expenses relating to these properties are as follows:

2024 2023

AED AED

Rental income 2,831,133 2,594,542
Investment properties expenses (801,164) (711,482)
Net rental income 2,029,969 1,883,060

7 Financial investments

2024 2023

AED AED

Financial assets at fair value through other comprehensive income 126,972,140 113,580,481
Financial assets at fair value through profit and loss 154,527,065 155,987,108

281,499,205 269,567,589

Financial asset at fair value through other comprehensive income (FVIT'OCI)

2024 2023

AED AED

Inside UAE 126,628,956 113,233,171
Qutside UAE 343,184 347,310

126,972,140 113,580,481
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7 Financial investments (continued)

Financial asset at fair value through other comprehensive income (FVTOCI) (continued)

Movements in financial investments

The gross movements in equity investments at FVTOCI is as follows:

2024 2023
AED AED
Opening balance 113,580,481 122,132,728
Purchased duting the year 58,918,371 66,038,520
Sold duting the year (65,697,701)  (86,159,802)
Changes in fair value duting the year 20,170,989 11,569,035
Closing balance 126,972,140 113,580,481

Financial asset at fair value through profit or loss (FVTPL)
2024 2023
AED AED
Unquoted equity secutities — outside UAE 2,305,164 2,279,007
Unquoted mutual fund units — outside UAE 104,488,693 102,816,962
Unquoted investments in real estate fund — outside UAE 47,733,208 50,891,139
154,527,065 155,987,108

The gross movements in investments at FVTPL is as follows:

2024 2023
AED AED
Opening balance 155,987,108 103,295,993
Purchased during the year 18,858,384 82,003,515
Sold duting the year (17,889,552) (28,784,371)
Changes in fair value during the year (note 22) (2,428,875) (528,029
Closing balance 154,527,065 155,987,108

Financial investments amounting to AED 71,428,571 are under lien against the Bank borrowing (note 19)

8 Fair value of financial instruments

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an ordetly
transaction between market participants at the measutement date. As such, differences can atise between
book values and the fair value estimates. Underlying the definition of fair value is the presumption that the
Company is a going concern without any intention or requirement to materially curtail the scale of its
operation or to undertake a transaction on adverse terms.

Fair value of the Company’s financial assets that are measnred at fair value on recurring basis.
Table in the next page provides an analysis of financial instruments that are measured subsequent to initial
tecognition at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable:

Level 7:  Quoted (unadjusted) prices in active martkets for identical assets or liabilities.

Level 2: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either ditectly or indirectly.

Leve/ 3: Valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable.
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8 Fair value of financial instruments {continued)
Valuation
2024 2023 Fair valne techniques
AED AED bierarchy  and key inputs
Financial asset at FI"TOCI
Quoted bid
Quoted investments 126,972,140 113,580,481 Level 1 prices in an

active matket

Financial asset at FI’TPL
. Net assets
Unquoted investments 154,527,065 155,987,108 Level 3 valuation
method

There are no financial liabilities which should be measured at fait value and accordingly no disclosure is
made in the above table. There were no transfers between levels during the year (2023: nil).
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9 Insurance and reinsurance contracts

Roll-forward of net asset or liability for insurance contracts issued showing the liability for remaining coverage and

the liability for incurred claims

The roll-forward of the net asset or liability for insurance contracts issued, showing the liability for remaining coverage and the
liability for incurred claims, is disclosed in the table below:

Contracts measured under the PAA

2024

Insurance contract liabilities as at 1 January

Insurance revenue
Insurance service expenses
Incurred claims and other expenses
Amortisation of insurance acquisition cash flows
LOSSCS on onerous contracts
Changes to liabilities for incurred claims
Insurance service result
Insurance finance expense

Total changes in the statement of profit or loss
Cash flows

Premiums received

Claims and other expenses paid

Insurance acquisition cash flows

Total cash flows

Insurance contract liabilities as at
31 December

2023

Insurance contract liabilities as at 1 January

Insurance revenue

Insurance service expenses

Incurred claims and other expenses
Amortisation of insurance acquisition cash flows
Losses on onerous contracts

Changes to liabilities for incurred claims
Insurance service result

Insurance finance expense

Total changes in the statement of profit or loss
Cash flows

Premiums received

Claims and other expenses paid

Insurance acquisition cash flows

Total cash flows

Net insurance contract liabilities as at

31 December

Liabilities for remaining

Liabilities for incurred

coverage claims
Estimates of
Excluding the present
loss Loss value of future Risk

component component cash flows  adjustment Total
AED AED AED AED AED
126,274,391 20,876,146 304,650,502 13,697,488 465,498,527
(606,962,559) - - - (606,962,559)
130,921,098 6,916,563 762,389,495 19,218,453 919,445,609
- - 681,905,703 30,413,383 712,319,086
130,921,098 - - - 130,921,098
- 6,916,563 - - 6,916,562
- - 80,483,792  (11,194,930) 69,288,862
(476,041,461) 6,916,563 762,389,495 19,218,453 312,483,050
- - 6,711,379 - - 6,711,379
(476,041,461) 6,916,563 769,100,874 19,218,453 319,194,429
624,758,186 - - - 624,758,186
- (570,064,587) - (570,064,587)
(143,853,876) - - - (143,853,876)
480,904,310 - (570,064,587) - (89,160,277)
131,137,240 27,792,709 503,686,789 32,915,941 695,532,679
48,545,673 11,492,744 264,488,072 16,003,261 340,529,750
(566,162,066) - - - (566,162,066)
107,194,291 9,383,402 446,322,380 (2,305,773) 560,594,300
- = 441,078,140 12,883,733 453,961,873
107,194,291 - - - 107,194,291
- 9,383,402 - - 9,383,402
- - 5,244,240  (15,189,506) (9,945,266)
(458,967,775) 9,383,402 446,322,380 (2,305,773) (5,567,766)
- - 6,773,662 - 6,773,662
(458,967,775) 9,383,402 453,096,042 (2,305,773) 1,205,896
654,946,688 - - - 654,946,688
- - (412,933,612) - (412,933,612)
(118,250,195) - - - (118,250,195)
536,696,493 - (412,933,612) - 123,762,881
126,274,391 20,876,146 304,650,502 13,697,488 465,498,527
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9 Insurance and reinsurance contracts (continued)

Roll-forward of net asset or liability for reinsurance contracts held showing the assets for remaining coverage and the

amounts recoverable on incurred claims
Contracts measured under the PAA
2024

Reinsurance contract assets as at 1 January
Reinsurance contract liabilities as at 1 January
Net reinsurance contract assets

Allocation of reinsurance premiums
Amounts recoverable from reinsurers for incurred claims
Amounts recoverable for incurred claims and other
expenses
Loss-recovery on onerous undetlying contracts and
adjustments
Changes to amounts recovetable for incurred claims
Net income or expense from reinsurance contracts
Reinsurance finance income
Total changes in the statement of profit or loss
Cash flows
Premiums paid
Amounts received
Total cash flows
Net reinsurance contract assets/ (liabilities) as at
31 December
Reinsurance contract assets as at 31 December
Reinsurance contract liabilities as at 31 December
Net reinsurance contract assets as at 31 December

Assets for remaining

Amounts recoverable on

coverage incurred claims

Estimates of

the present

Excluding loss Loss value of

recovery  recovery future Risk

component component cash flows adjustment Total
AED AED AED AED AED
15,456,330 7,439,234 179,427,908 10,477,701 212,801,173
(7,576,498) - 2,117,884 16,209 (5,442,405)
7,879,832 7,439,234 181,545,792 10,493,910 207,358,768
(324,743,039) - - - (324,743,039)
- 4,751,925 527,479,944 16,395,275 548,627,144
- - 426,334,960 30,669,956 457,004,917
- 4,751,925 - - 4,751,925
- - 101,144,984  (14,274,682) 86,870,302
(324,743,039 4,751,925 527,479,944 16,395,275 223,884,105
- - 4,815,609 - 4,815,609
(324,743,039) 4,751,925 532,295,555 16,395,275 228,699,716
363,944,799 - - - 363,944,799
- - (352,945,692) - (352,945,692)
363,944,799 - (352,945,692) - 10,999,107
61,007,938 12,050,543 350,915,970 26,888,269 450,862,720
(13,926,347) 140,615 9,979,685 915 (3,805,132)
47,081,591 12,191,158 360,895,655 26,889,184 447,057,588
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9 Insurance and reinsurance contracts (continued)

Roll-forward of net asset or liability for reinsurance contracts held showing the assets for remaining coverage and the
amounts recoverable on incurred claims (continued)

Contracts measured under the PAA (continued)

2023

Reinsurance contract assets as at 1 January
Reinsurance contract liabilities as at 1 January
Net reinsurance contract (liabilities)/assets

Allocation of reinsurance premiums

Amounts recoverable from reinsurers for incurred claims
Amounts recoverable for incurred claims and other
expenses
Loss-recovery on onerous underlying contracts and
adjustments
Changes to amounts recoverable for incurred claims

Net income or expense from reinsurance contracts held

Reinsurance finance income

Total changes in the statement of comprehensive

income

Cash flows

Premiums paid

Amounts received

Total cash flows

Net reinsurance contract assets/(liabilites) as at

31 December

Reinsurance contract assets as at 31 December

Reinsurance contract liabilities as at 31 December

Net reinsurance contract assets as at 31 December

Assets for remaining coverage

Amounts recoverable on
incurred claims

Estimates of

the present
Excluding loss Loss value of
tecovery recovery future Risk

component component cash flows adjustment Total
AED AED AED AED AED
(19,697,040 3,276,163 157,183,982 9,703,745 150,466,850
(8,600,444 - 1,032,589 67,253 (7,500,602)
{28,297,484) 3,276,163 158,216,571 9,770,998 142,966,248
(311,311,919) - - (311,311,919)
- 4,163,071 268,225,803 722,912 273,111,786
- - 269,343,124 11,804,207 281,147,331
- 4,163,071 - - 4,163,071
- - (1,117,321)  (11,081,295) (12,198,616)
(311,311,919) 4,163,071 268,225,803 722912 (38,200,133)
- - 4,701,969 - 4,701,969
(311,311,919) 4,163,071 272,927,772 722,912 (33,498,164)
347,489,235 - - - 347,489,235
- - (249,598,551) - (249,598,551)
347,489,235 - (249,598,551) - 97,890,684
15,456,330 7,439,234 179,427,908 10,477,701 212,801,173
(7,576,498) - 2,117,884 16,209 (5,442,405)
7,879,832 7,439,234 181,545,792 10,493,910 207,358,768
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United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2024

10 Prepayments and other assets
2024 2023
AED AED
Accrued income 5,283,022 2,522,266
Advances to employees 1,258,708 868,554
Security deposits 289,068 343,102
Prepayments 65,869 634,328
Others 423,033 171,042
7,319,700 4,539,292

11 Statutory Deposits

As at 31 December 2024, deposit of AED 10,000,000 (2023: AED 10,000,000) has been placed with one
of the Company’s bank account in accotdance with UAE Federal Law No. 48 of 2023. This deposit has
been pledged to the bank as security against a guarantee issued by the bank in favor of the Central Bank of
the United Arab Emirates (“CBUAE”) for the same amount, This deposit cannot be withdrawn without
prior approval of the Central Bank of the United Arab Emirates and bears an interest rate of 5% per annum
(2023: 4.3% per annum).

12 Bank balances and cash
Bank balances and cash comprise the following statement of financial position amounts:

All balances are held in United Arab Emirates. The annual rate of fixed deposits is 4.30% to 4.35% (2023:
4.9% to 5.00%) per annum,

Cash and cash equivalents at the end of the year as shown in the statement of cash flows can be reconciled
to the related items in the financial items in the statement of financial position as follows:

2024 2023
AED AED
Bank balances and cash 21,971,602 76,228,358
Bank deposits with original maturity over 3 months (3,000,000) (13,000,000
Cash and cash equivalents 18,971,602 63,228,358
13 Share capital
2024 2023
AED AED
Issued and fully paid:
160,000,000 ordinary shares of AED 1 each 160,000,000 160,000,000
14 Statutory reserve

In accordance with the UAE Federal Decree Law No. 32 of 2021, the Company has established a statutory
reserve by approprdation of 10% of the Company’s net profit for each year which will be increased until the
teserve equals 50% of the share capital. This reserve is not available for distribution, except as stipulated by the
Law. During the year no amount was transferred to the reserve as the Company incutred loss for the year ended
31 December 2024 (2023: nil).
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15 General reserve

The general reserve is established through transfers from profit for the year as recommended by the Board
of Directors’ and approved by the Shareholders at the Annual General Meeting. The reserve is distributable
based on a recommendation by the Board of Directors’, apptoved by a Shareholders’ resolution. During
the year and last year, no transfers were made to general reserves.

16 Reinsurance reserve

In accotdance with Central Bank of the United Arab Emirates’ Board of Directors’ Decision No. 23 of
2019, Article 34, an amount of AED 1,338,960 (2023: AED 1,812,650) based on the reinsurance share of
premium at a rate of 0.5% was transferred from retained earnings to reinsurance reserve. The reserve is not
available for distribution and will not be disposed of without prior approval from Central Bank of the
United Arab Emirates.

17 Basic and diluted loss per share
2024 2023
AED AED
Loss for the year after tax (64,403,736)  (17,431,932)
Weighted average number of shares 160,000,000 160,000,000
Loss per shate (0.403) (0.109)

Basic and diluted loss per share are calculated by dividing the loss for the year after tax by the weighted
average numbet of shares during the year. Diluted earnings per share is equivalent to basic earnings per
share as the Company did not issue any new instrument that would impact earnings per shate when
executed.

18 Employees’ end of service benefits
Movements in the provision recognised in the statement of financial position are as follows:
2024 2023
AED AED
Provision as at 1 January 4,484,362 4,149,775
Provided duting the year 1,170,498 978,192
End of service benefits paid (1,963,627) (643,605)
Provision as at 31 December 3,691,233 4,484 362
19 Bank borrowing
2024 2023
AED AED
Bank borrowing 20,000,000 -

During the year ended 31 December 2024, the Company entered into a term loan facility with a Bank in
United Arab Emirates for an amount of AED 50,000,000, out of which AED 20,000,00 has been drawn as
of the reporting date. The facility carried an effective interest rate of 3-month EIBOR + 0.65% and penal
interest of 2% per annum.

Bank botrowing is secured by assignment of custody/lien over the financial investments amounting to
AED 71,428,571. Bank borrowings are utilised for Company’s operational activities.
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20 Lease liabilities

The Company has leases for the office premises within UAE as at 31 December 2024., each lease is reflected
on the statement of financial position as a right to use asset and a lease liability. The Company classifies its
right to use assets in a consistent manner to its property and equipment. Future minimum lease payments

as at 31 December 2024 were as mentioned below:

Within 1 year 1-5 years After 5 years Total
AED AED AED AED

31 December 2024
Lease payments 1,621,726 4,599,209 - 6,220,935
Finance charges (262,776) (317,746) - (580,522)
Net present values 1,358,950 4,281,463 - 5,640,413
Within 1 year 1-5 years After 5 years Total
AED AED AED AED

31 December 2023
Lease payments 1,939,136 6,170,841 - 8,109,977
Finance charges (341,949) (580,523) - (922,472)
Net present values 1,597,187 5,590,318 - 7,187,505
21 Other payables
2024 2023
AED AED
Accrued expenses 7,802,747 6,004,379
VAT payables 3,735,464 6,053,024
Rental deposits 1,529,570 1,648,465
Other payables 4,056,207 3,039,581
17,123,988 16,745,449
22 Insurance service expense

2024 2023
AED AED
Incurred claims and other expenses 712,319,086 453,961,873
Amortisation of insurance acquisition cash flows 130,921,098 107,194,291
Losses on onerous contracts 6,916,562 9,383,402
Changes to liabilities for incurred claims 69,288,863 (9,945,266)
Insurance service expense 919,445,609 560,594,300

Social contributions duting the year ended 31 December 2024 amounted to AED 154,325 (31 December

2023: AED 185,848).

39



United Fidelity Insurance Company (P.S.C.)

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 December 2024

23 Total investment income and net insurance financial result
2024 2023

AED AED
Rental income from investment propertes 2,831,133 2,594,542
Losses on revaluation of investment properties (note 0) (86,000) (144,000)
Investment properties expenses (801,164) (711,482
Income from investment property - net 1,943,969 1,739,060
Interest on fixed deposits 869,724 1,379,056
(Loss) / gain on disposal of investments at FVTPL (917,258) 491,846
Dividend income - investments at FVTOCI 9,069,082 5,224,696
Dividend income - investments at FVIPL 4,245,970 4,565,661
Interest income on bonds 5,755,142 5,079,042
Other investment expenses (76,998) (241,218)
Loss in fair value of investments at FVTPL (note 7) (2,428,875) (528,029)
Net investment income 18,460,756 17,710,114
Insurance and reinsurance finance income and expense

Motor Employee
31 December 2024 Commercial Consumer benefits Total
AED AED AED AED

Insurance finance expenses for
insurance contracts issued

Interest accreted to insurance contracts

using current financial assumptions (4,078,071  (1,955,051) (1,775,323) (7,808,445)

Due to changes in interest rates and other

financial assumptions 806,187 192,258 98,621 1,097,066
Total insurance finance expenses for ‘
insurance contracts issued (3,271,884) (1,762,793) (1,676,702) (6,711,379)
Represented by:

Amounts recognised in profit or loss (3,271,884)  (1,762,793) (1,676,702) (6,711,379)
Reinsurance finance income from
reinsurance contracts held

Interest accreted to reinsurance contracts

using current financial assumptons 3,844,259 584,434 1,304,381 5,733,074

Due to changes in interest rates and other

financial assumptions (732,585) (107,333) (77,547) (917,465)
Total reinsurance finance income from
reinsurance contracts held 3,111,674 477,101 1,226,834 4,815,609
Represented by:

Amounts recognised in profit or loss 3,111,674 477,101 1,226,834 4,815,609
Net insurance finance expense (160,210)  (1,285,692) (449,868)  (1,895,770)
Represented by:

Amounts recognised in profit or loss (160,210)  (1,285,692) (449,868)  (1,895,770)
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23 Total investment income and net insurance financial result (continued)

Insurance and reinsurance finance income and expense (continued)

Motor  Employee
31 December 2023 Commercial  Consumer benefits Total
AED AED AED AED
Insurance finance expenses for insurance
contracts issued
Interest accreted to insurance contracts

using current financial assumptions (4,074,088)  (1,996,748) (907,033)  (6,977,869)
Due to changes in interest rates and othet
financial assumptions 121,672 40,480 42,055 204,207
Total insurance finance expenses for insurance
contracts issued (3,952,416)  (1,956,268) (864,978)  (6,773,662)

Represented by:
Amounts recognised in profit or loss 3,952,416 1,956,268 864,978 6,773,662

Reinsurance finance income from reinsurance
contracts held
Intetrest accreted to reinsurance contracts

using current financial assumptions 3,941,338 282,315 623,013 4,846,666

Due to changes in interest rates and other

financial assumptions (99,756) (11,985) (32,956) (144,697)
Total reinsurance finance income from
teinsutrance contracts held 3,841,582 270,330 590,057 4,701,969
Represented by:

Amounts recognised in profit or loss 3,841,582 270,330 590,057 4,701,969
Net insurance finance expense (110,834)  (1,685,938) (274,921)  (2,071,693)
Represented by:

Amounts recognised in profit or loss (110,834)  (1,685,938) (274,921)  (2,071,693)

24 Related party balances and transactions

Related parties represent, major shareholders, directors and key management personnel of the Company,
and entities controlled, jointly controlled ot significantly influenced by such parties. The pricing policies
and terms of these transactions are approved by the Company’s management. At the end of the year,
significant balances due from related parties are as follows:

2024 2023
AED AED

Affiliates of major shareholders:
Insurance contract liabilities (1,961,250) (5,207,946)
Liability for incurred claims (3,842,960) (5,142,571)
Other receivables 597,894 548,966
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24 Related party balances and transactions (continued)

Transactions

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

Affiliates of major sharebolders:
Insurance revenue

Insurance service expenses

Net payment to reinsurance brokers

Employee benefits to key management petsonnel

25 Segment Iinformation

2024 2023
AED AED
10,502,116 19,729,069
(31,877,421)  (29,718,178)
(6,069,266)  (12,004,382)
9,948,794 8,593,250

For management purposes, the Company is otganized into three business segments commercial, consumet
and employee benefits (medical and group Life). The commercial insurance segment comprises
engineering, marine, property, liability and casualty and consumer segment comptises of motor, pet, travel
and others. These segments are the basis on which the Company repotts its primary segment information.
Segment-wise information is disclosed below:

31 December 2024

Insurance revenue

Insurance service expenses

Insurance service result before
reinsurance contracts held

Amounts recoverable from reinsurance

Allocation of reinsurance premiums

Net expenses from reinsurance
contracts held

Insurance Service Result

31 December 2023

Insurance revenue

Insurance service expenses

Insurance service result before
reinsurance contracts held

Amounts recoverable from reinsurance

Allocation of reinsurance ptemiums

Net expenses from reinsurance contracts
held

Insurance Setrvice Result

Employee
Commercial Consumer benefits Total
AED AED AED AED
140,478,183 211,295,725 255,188,651 606,962,559
(387,420,091) (301,535,362)  (230,490,156)  (919,445,609)
(246,941,908)  (90,239,637) 24,698,495 (312,483,050)
313,715,740 107,759,966 127,151,438 548,627,144
(105,362,292)  (64,765,995)  (154,614,752)  (324,743,039)
208,353,448 42,993,971 (27,463,314) 223,884,105
(38,588,460)  (47,245,666) (2,764,819)  (88,598,945)

Employee
Commetcial Consumetr benefits Total
AED AED AED AED
139,535,685 115,970,506 310,655,875 566,162,066
(96,810,884) (144,246,223) (319,537,193) (560,594,300)
42,724 801 (28,275,717) (8,881,318) 5,567,766
52,968,854 22,157,033 197,985,899 273,111,786
(91,988,382)  (22,850,640) (196,472,897) (311,311,919)
(39,019,528) (693,607) 1,513,002 (38,200,133)
3705273 (28,969,324) (7,368,316)  (32,632,367)
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25 Segment Information (continued)

The following is an analysis of the Company’s assets, liabilities and equity classified by segment:

31 December 2024

Employee
Commercial Consumer benefits Total
AED AED AED AED
Insurance contract liabilities (357,402,988) (151,610,693) (186,518,997) (695,532,679)
Reinsurance contract assets 309,479,161 69,160,039 72,223,520 450,862,720
Reinsurance contract liabilities (2,630,252) (55,138) (1,119,742) (3,805,132)
31 December 2023
Employee
Commercial Consumer benefits Total
AED AED AED AED
Insurance contract liabilities (162,328,214) (173,513,014) (129,657,299) (465,498,527)
Reinsurance contract assets 134,619,311 43,258,138 34,923,724 212,801,173
Reinsurance contract liabilities - (1,776,586) (3,665,819) (5,442,405)
26 Gross Written Premiums

Details relating to gross written contributions are disclosed below to comply with the requitements of
CBUAE and are not calculated as per the requirements of IFRS 17.

2024

Ditect written
premiums
Assumed business:
Foreign
Local
Total assumed business
Total gross written
premiums

2023

Direct written
premiums

Assumed business:
Foteign

Local

Total assumed business
Total gross written
premiums

All types of

Life Fund Medical Property & business
Insurance Accumulation  Insurance Liability  combined
AED AED AED AED AED
1,544,537 - 230,561,421 340,018,165 572,124,123
“ a - 1,782,152 1,782,152

& = - 1,782,152 1,782,152
1,544,537 - 230,561,421 341,800,317 573,906,275
All types of

Life Fund Medical  Property & business
Insurance  Accumulation Insurance Liability combined
AED AED AED AED AED
2,865,754 - 320,196,528 326,460,405 649,522,687
- 3 = 205,803 205,803

- - - 3,828,042 3,828,042

- - - 4,033,845 4,033,845
2,865,754 - 320,196,528 330,494,250 653,556,532
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27 Contingencies and commitments
Contingent liabilities
2024 2023
AED AED
Letters of guarantee 11,114,948 11,074,948

Letters of guarantee includes AED 10 million (31 December 2023: AED 10 million) issued in favout of the
CBUAE. The Company in common with the significant majority of insures, is subject to litigation in normal
course of its business. The Company, based on independent legal advice, does not expect that the outcome
of these court cases will have a material impact on the Company’s financial performance or financial
position.

28 Risk management

(2) Governance framework

The primary objective of the Company’s risk and financial management framework is to protect the
Company’s shareholders from events that hinder the sustainable achievement of financial performance
objectives, including failing to exploit opportunities. Key management recognises the ctitical importance of
having efficient and effective risk management systems in place.

The Company’s risk management function is carried out by the board of directors, with its associated
committees. This is supplemented with a clear organisational structure with documented delegated
authorities and responsibilities from the board of ditectors to the Chief Executive Officer and senior

managers.

The board of directors meets regularly to approve any commercial, regulatory and organisational decisions.
The Chief Executive Officer under the authority delegated from the board of directors defines the
Company’s risk and its interpretation, limit structure to ensute the apptopriate quality and diversification
of assets, align underwriting and reinsurance strategy to the corporate goals, and specify reporting
requirements.

The Company’s current enterprise risk management framework is formally documented and divided into
three phases. The Company’s enterprise risk management framework is established to identify and analyse
the key risks faced by the Company’s to set appropriate controls and manage those risks. As part of the
risks identification process, the Company uses tisk based capital model to assess the capital requirement
and uses stress analysis to apply changes to capital. The Company’s risk appetite is derived from the changes
to capital.

(b) Capital management framework

The primary objective of the Company’s capital management is to comply with the regulatory requirements
in the UAE and to ensure that it maintains a healthy capital ratio in order to support its business and
maximise shareholder value.

The Company manages its capital structure and makes adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the Company may adjust the dividend payment to
shareholders, return capital to shareholders or issue new shares. Section 2 of the Financial Regulations for
Insurance Companies (the “Regulations”) issued by the Central Bank of UAE identifies the required
solvency margin to be held in addition to insurance liabilities. The solvency margin must be maintained at
all times throughout the year. The Company has incotporated in its policies and procedures the necessary
tests to ensure continuous and full compliance with these Regulations. The table below summarises the
Minimum Capital Requirement, Minimum Guarantee Fund and Solvency Capital Requirement of the
Company and the total capital held to meet these solvency margins as defined in the Regulations.
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28 Risk management (continued)

(b) Capital management framework (continued)

31 December 31 December

2024 2023

AED AED
Minimum Capital Requitement (MCR) 100,000,000 100,000,000
Solvency Capital Requitement (SCR) 161,168,000 108,647,062
Minimum Guarantee Fund (MGF) 72,961,000 60,561,719
Basic Own Funds 6,089,000 103,509,027
MCR Solvency Margin (Deficit)/ Surplus (93,911,000) 3,509,027
SCR Solvency Margin Deficit (155,079,000) (5,138,035)
MGF Solvency margin (Deficit)/ Surplus (66,872,000) 42,947,309

As of 31 Decembet, the Company had a SCR Solvency Margin Deficit of AED 155.1 million as compated
to the SCR capital requirements of AED 161.2 million. The Company will submit a detailed solvency
recovery plan to the Central Bank of UAE to restore the solvency position.

(c) Regulatory framework

Regulators are primarily interested in protecting the rights of the policyholders and monitor them closely
to ensure that the Company is satisfactorily managing affairs for their benefit. At the same time, the
regulators ate also interested in ensuring that the Company maintains an appropriate solvency position to
meet unforeseen liabilities arising from economic shocks or natural disastets. The operations of the
Company are also subject to regulatory requirements within the jutisdiction where it operates. Such
regulations not only prescribe approval and monitoring of activities, but also impose cettain restrictive
provisions (e.g. capital adequacy) to minimise the risk of default and insolvency on the part of the insurance
companies to meet unforeseen liabilities as these arise.

(d) Asset liability management (ALM) framework

Financial risks atise from open positions in interest rate, currency and equity products, all of which are
exposed to general and specific market movements. The Company manages these positions to achieve long-
tetm investment returns in excess of its obligations under insurance contracts. The principal technique of
the Company’s ALM is to match assets to the liabilities arising from insurance contracts by reference to the
type of benefits payable to contract holders. The Company actively monitors the ALM to ensure in each
period sufficient cash flow is available to meet liabilities arising from insurance contracts. The Company
regularly monitors the financial risks associated with the Company’s other financial assets and liabilities not
directly associated with insurance liabilities. The risks faced by the Company and the way these risks are
mitigated by management are summatised below.

28BA Insurance risk

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

The above risk exposute is mitigated by diversification across a large portfolio of insurance contracts. The
variability of risks is also improved by careful selection and implementation of underwrtiting strategy
guidelines, as well as the use of reinsurance arrangements.
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28 Risk management (continued)

28A Insurance risk (continued)

Frequency and amounts of claims

The frequency and amounts of claims can be affected by sevetal factors. The Company underwrites mainly
medical, property, motot, marine, fire, engineering and general accident risks. These are tegarded as shott-
term insurance contracts as claims are normally advised and settled within one yeat of the insured event
taking place. This helps to mitigate insurance risk.

Propersy

Property insurance is designed to compensate contract holders for damage suffered to properties or for the
value of property lost. Contract holders could also receive compensation for the loss of earnings caused by
the inability to use the insured properties. For ptopetty insurance contracts the main risks are fire and
business interruption. In recent years the Company has only underwritten policies for propetties containing
fire detection equipment. These contracts are underwritten by refetence to the replacement value of the
propetties and contents insured. The cost of rebuilding properties and obtaining replacement contents and
the time taken to restart operations which leads to business interruptions are the main factors that influence
the level of claims. The Company has reinsurance cover for such damage to limit losses for any individual
claim to AED 1,470,000 (2023: AED 1,470,000).

Motor

Motor insurance is designed to compensate contract holders for damage suffered to their vehicles or liability
to third parties arising through accidents, Contract holdets could also receive compensation for the fite or
theft of their vehicles. For motor contracts the main risks atre claims for death and bodily injury and the
replacement or repair of vehicles. The Company has reinsurance cover for such claims to limit losses for
any individual claim to AED 300,000 (2023: AED 300,000). The level of court awards for deaths and to
injured parties and the replacement costs of motor vehicles are the key factors that influence the level of
claims.

Marine

Marine insurance is designed to compensate contract holders for damage and liability arising through loss
or damage to marine craft and accidents at sea resulting in the total or pattial loss of cargos. For marine
insurance the main risks are loss or damage to marine craft and accidents resulting in the total ot partial
loss of cargoes. The underwriting strategy for the marine class of business is to ensure that policies are well
diversified in terms of vessels and shipping routes coveted. The Company has reinsurance to limit losses
for any individual claim to AED 1,470,000 (2023: AED 1,470,000).

Medical

Medical insurance is designed to compensate the contract holdets for medical costs. For medical insurance,
the main risks are illness and related healthcare costs. The Company generally does not offer medical
insurance to walk-in customers. Medical insurance is generally offered to corporate customers with latge
population to be covered under the policy.

Reinsurance sk

In common with other insurance companies, in order to minimise financial exposute arising from large
insurance claims, the Company, in the normal course of business, enters into arrangements with other
patties for reinsurance purposes. Such reinsurance arrangements provide for greater diversification of
business, allow management to control exposute to potental losses atising from large risks, and provide
additional capacity for growth, A significant portion of the reinsurance is affected under treaty, facultative
and excess of loss reinsurance contracts.

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

28B Financial risk

The Company’s principal financial insttuments include financial assets and financial liabiliies which
comprise financial investments (at fair value through profit or loss and other comprehensive income),
receivables arising from insurance and reinsurance contracts, statutory deposits, cash and cash equivalents,
trade and other payables, and te-insurance balance payables. The Company does not enter into detivative
transactions.

The main tisks arising from the Company’s financial instruments are market tisk credit risk, liquidity risk,
foreign currency risk and interest rate tisk. The board reviews and agrees policies for managing each of
these tisks and they are summarised below:

Market tisk

Market risk is the risk the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. The Company’s matket risks may arise from open positions in (a) foreign
currencies and (b) interest bearing assets andequity, to the extent they are exposed to general and specific
market movements. Management sets limits on the exposure to currency and interest rate risk that may be
acceptable, which are monitored on a regular basis.

Market risk exposures are measured using sensitivity analysis. There has been no change to the Company’s
exposure to market risks or the manner in which it manages and measutres the risk.

Foreign currency dsk

There are no significant exchange rate risks as all monetary assets and monetary liabilities are denominated
in Arab Emirates Dirhams, or US Dollars to which the Ditham is fixed.

Management believes that there is 2 minimal risk of significant losses due to exchange rate fluctuations and
consequently the Company has not hedged its foreign currency balances,

Interest rate risk

Interest rate risk arises from the possibility that changes in interest rates will affect the finance income or
finance cost of the Company. The Company is not significantly exposed to interest rate risk on investments
in bonds and term deposits since they catry fixed interest rates. As such, the Company’s income and
operating cash flows are substantially independent of changes in market interest rates. The Company
generally manages to minimise the interest rate risk by closely monitoting the market interest rates and
investing in those financial assets in which such risk is expected to be minimal.

The Company is exposed to interest rate tisk on:
() Liability for incurred claims; and
(ii) Asset for incurred claims.

The tables in the next page shows the impact of change in risk adjustment and discounting on liability for
incurred claims and assets for incurred claims:
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28

28B Financial risk

Interest rate risk (continued)

Risk management (continued)

31 December 2024
Impacton Impact on profit Impacton Impact on equity
profit gross of net of equity gross net of
reinsurance reinsurance of reinsurance reinsurance
AED AED AED AED
Risk Adjustment
5% increase 1,645,797 301,338 1,645,797 301,338
5% decrease (1,645,797) (301,338) (1,645,797) (301,338)
Discounting
0.5% increase (1,223,443) (212,964) (1,223,443) (212,964)
0.5% dectease 1,235,716 215,074 1,235,716 215,074
31 December 2023 Impact on profit Impact on profi Impact on
gross of netof equi oss of  Impact on equity
teinsurance teinsurance reinsurance  net of reinsurance
AED AED AED AED
Risk adjustment
5% increase 684,874 160,179 684,874 160,179
0
s dectpase (684,874) (160,179) (684,874) (160,179)
Discounting
0.5% increase (801,463) (203,399) (801,463) (203,399)
0.5% decrease 809,521 205,245 809,521 205,245
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28 Risk management (continued)
28hb Financial risk (continued)
Credit risk

Credit risk refers to the risk that a counter party will default on its contractual obligations resulting in
financial loss to the Company.

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

reinsutance contract assets;

amounts due from reinsurers in respect of claims already paid,
amounts due from insurance contract holders;

amounts due from insurance intermediaties;

amounts due from other insurance companies;

investments in debt instruments;

cash and cash equivalents excluding cash in hand; and

° fixed deposits

The Company has adopted a policy of dealing with cteditworthy counterparties as a means of mitigating
the risk of financial loss from defaults. The Company’s exposure and the credit ratings of its counterparties
are continuously monitored, and the aggregate value of transactions concluded is spread amongst approved
counterparties. Credit exposure is controlled by counterparty limits that are reviewed and approved by
Management annually. A default on a financial asset is when the counterparty fails to make contractual
payments within 90 days of when they fall due.

Reinsurance is used to manage insurance tisk. This does not, however, dischatge the Company’s liability as
ptrimary insurer. If a reinsurer fails to pay a claim for any reason, the Company remains liable for the
payment to the policyholder. The creditworthiness of reinsurers is considered on an annual basis by
reviewing their financial strength prior to finalisation of any contract.

The Company maintains records of the payment history for significant contract holders with whom it
conducts regular business. The exposure to individual counterparties is also managed by other mechanisms,
such as the right of offset where counterparties are both debtors and creditors of the Company.
Management information reported to the Company includes details of provisions for impairment on
insurance and other receivables and subsequent write-offs.

Exposures to individual policyholders and groups of policyholders are mitigated by ongoing credit
evaluation of their financial condition. Where there exists significant exposure to individual policyholders,
or homogenous groups of policyholdets, a financial analysis equivalent to that conducted for reinsuters is
cartied out by the Company.

The catrying amount of financial assets recorded in the financial statements, which is net of impaitment
losses, represents the Company’s maximum exposure to credit risk.

The Company applied the IFRS 9 simplified approach to measuring expected credit losses, which uses a
lifetime expected impairment provision. The Company determines the expected credit losses on these items
by using a provision mattix, estimated based on historical credit loss experience based on the past due status
of the debtorts, adjusted as approptiate to reflect current conditions.

The table below presents an analysis of bank balances and fixed deposits with original matutity of less than
three months by rating agency designation at the end of the reporting period based on Fitch’s rating o its
equivalent for the main banking relationships:
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28b Financial risk (continued)

Credit risk (continued)

BB
BBB+

Liquidity risk

As at 31 December
2024 2023
AED AED
6,036,450 29,679,157
965,812 1,013,412
746,677 5,990,996
739,950 8,159,071
10,166,008 15,147,097
- 2,922.760
316,705 315,865
18,971,602 63,228,358

Liquidity risk refers to the risk that an entity will encounter difficulty in meeting obligations associated with its
financial liabilities at maturity date. Ultimate responsibility for liquidity risk management rests with the
management, which has built an appropriate liquidity risk management framework for the management of

the Company’s short, medium and long-term funding and liquidity management requirements.

The Company manages liquidity risk by maintaining adequate reserves by continuously monitoring forecast
and actual cash flows and matching the maturity profiles of financial assets and liabilities to ensure that

funds are available to meet its commitments for liabilities as they fall due.

The table on the next page summarises the maturity of the assets and liabilities of the Company based on

remaining contractual settlement dates.
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29 Income tax

The major components of tax expense and the reconciliation of the expected tax expense based on the
UAE tax rate of 9% (2023: Nil) and the repotted tax expense in profit or loss is as follows:

Statement of profit or loss
Deferred tax:
Income tax credit on taxable losses
Statement of other comprehensive income
Deferred tax:
Net change in fair value of equity securities designated at OCI

Following is the analysis of net deferred tax asset presented in the statement of financial position:

Deferred tax asset
Deferred tax liability
Net deferred tax asset

Movement in net deferred tax asset:

Opening balance

Income tax credit on taxable losses

Net change in the fair value of equity securities designated at OCI
Closing balance

Relationship between tax income tax credit and accounting profit:

Loss before tax

Effect of items that ate not considered in determining taxable loss-
net

Exempt income

Non-deductible expenses

Taxable loss
Income tax credit (applicable rate of 9%)

30 Approval of the financial statements

2024
AED

7,412,817

2023
AED

(2,058,901)

2024
AED

7,412,817
(2,058,901)

2023
AED

5,353,916

2024
AED

7,412,817
(2,058,901)

2023
AED

5,353,916

2024
AED

(71,816,553)

(10,669,437)
121,355

2023
AED

(82,364,635)

(7,412,817)

The financial statements were apptoved by the Board of Directors and authorised for issue on 28 March

2025.
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