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ALLIANCE

INSURANCE
Board of Directors’ Report
For the Year Ended December 31,2017

Dear Shareholders,

On behalf of the Board of Directors and myself, it gives me great pleasure to
welcome you to the Annual General Meeting to present to you the financial report
for the year 2017 along with the financial statements, as well as the Auditors
report for the year ended 31% of December 2017.

The UAE economy continues to witness improvements in all sectors due to strong
leadership and positive step taken on many fronts. The UAE leadership strategy to
focus on innovation and digitization has shown many improvements in market
conditions. With the oil prices possibly moving up and the fast approaching Expo
2020 this will certainly further enhance the economic outlook in the coming years.

On the insurance industry front, the UAE has taken strong and positive steps to
strengthen regulations that have already shown many improvements in the
performance of insurance companies, as well as the protection and improvement in
services for policyholders.

As for the local Insurance Market, despite the challenges of an overcrowded
industry, and fierce competition, coupled with challenges of low interest rates on
investments, Alliance was able to show solid consistent probability. At the same
time, Alliance has maintained its (A- Excellent) rating by A.M. Best, for the
eleventh year consecutively. These results are attributed to strong robust strategies
by careful analysis of market conditions and the mitigation of illogical
competitions. This approach by Alliance is intended to maintain a profitable
position, protect clients’ interest, as well as that of shareholders.
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The following is the overall performance summary of the company for the year

2017 compared with the year 2016:

Please note all figures are in AED

Cash and cash equivalents / Deposits

Investment in Bonds

Total Assets

Shareholder Equity

Gross Insurance Premiums

Paid Claims

Profit for the year

665,701,549

212,322,237

1,325,569,897

481,630,728

289,989,405

40,186,430

48,166,849

751,562,160

127,546,274

1,334,175,671

459,247,171

301,692,222

38,935,579

45,103,864

The net profit for the year 2017 after technical reserves and doubtful debts stands
at AED 48,166,849/ compared to 45,103,864 /- in 2016.

In light of the results for the financial year ended December 31, 2017; the Board of
Directors presents for your consideration the following recommendations:

1. The approval of the Directors’ report and the Auditors’ report for the year

2017.

2. The approval of the financial statements for the year ended December 31,

2017.




3. To approve the recommendation of the Board for the distribution of profits for
the year 2017 and the retained earnings of the year 2016 amounting AED
(53,790,795) as follows:

a.

€.

f.

AED 4,816,685 to be transferred to the Legal Reserve as 10% of the net
profit for the year 2017.

AED 4,816,685 to be transferred to the Regular Reserve as 10% of the net
profit for the year 2017.

AED 30,000,000 (30% of paid-up capital) as cash dividend to shareholders.
AED 10, 000,000 to be transferred to the General Reserve.
AED 1,341,342 Director’s Remuneration.

AED 2,815,483 Retained Earnings carried forward to next year.

4. To discharge the Chairman, Board of Directors and Auditors from their
responsibility for the year ended December 31, 2017

5. To appoint or re-appoint the Auditors for the year 2018 and determine their
fees.

In conclusion, the Board of Directors would like to take this opportunity to extend
their sincere appreciation and gratitude to His Highness Sheikh Khalifa Bin Zayed
Bin Sultan Al Nahyan, the President of the United Arab Emirates, His Highness
Sheikh Mohamed Bin Rashid Al Maktoum, Vice President and Prime Minister of
the UAE and Ruler of Dubai, and their Highnesses, the brothers Sheikhs, members
of the Supreme Council of the Union for their continuous support of national
companies.

We also take this opportunity to express our appreciation to all our reinsurance
partners who continue to support us. We also express our sincere appreciation to
our clients for their trust in our company, and to the management and staff of
Alliance for their dedication, hard work and loyalty.

Chairman of the Board
06/03/2018
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Independent Auditor’s Report

To the Shareholders of Alliance Insurance (PSC)

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Alliance Insurance (PSC) (the “Company”), which comprise the
statement of financial position of the Company as at 31 December 2017, and the income statement of the
Company, statement of comprehensive income of the Company, statement of changes in equity of the
Company and statement of cash flows of the Company for the year then ended, supplementary statement of
financial position for insurance of persons and fund accumulation operations as at
31 December 2017, supplementary income statement for insurance of persons and fund accumulation
operations for the year then ended, supplementary statement of financial position for property and liability
insurance as at 31 December 2017 and supplementary income statement for property and liability insurance
for the year then ended and notes to the financial statements, including 2 summary of significant accounting
policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the

Company as at 31 December 2017, and of its financial performance and its cash flows for the year then ended
in accordance with International Financial Reporting Standards (IFRS).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISA). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with International Ethics Standards
Board for Accountants Code of Ethics for Professional Accountants (IESBA Code), and we have fulfilled our
other ethical responsibilities in accordance with the requirements of the IESBA Code. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit
of the financial statements of the Company for the year ended 31 December 2017. 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 mattets.
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Independent Auditor’s Report
To the Shareholdess of Alliance Insurance (PSC) (continued)

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

i)

Valuation of technical provisions

"The estitnation of liabilitics arising from insurance contracts such as uncamed premium reserve, deferred
reinsurance commission reserve, claims under settlement reserve, incurred but not reported reserve,
unallocated loss adjustment expense reserve, unexpired tisk reserve and mathematical reserve as disclosed
in note 10 to the financial statements, involves a significant degree of judgement. These liabilities are based
on the pattern of risk distributions over coverage period, the best-estimated ultimate cost of all claims
incurred but not settled at a given date, whether reported or not, together with the related claims handling
costs, mortality and persistency (including consideration of policyholder behaviour). Actuarial computations
have been used to determine these provisions. Undetlying these computations are a number of explicit or
implicit assumptions relating to the expected settlement amount and settlement patterns of claims. Since the
determination of such a provision requires the expertise of an external valuation expert who incorporates
significant assumptions, judgements and estimations, the valuation of these liabilities was significant to our
audit.

We assessed management’s calculations of the technical reserves by performing the following procedures:

e Understood and tested the governance process in place to determine the insurance contract liabilitics,
including testing the associated financial reporting control framework;

o We tested the underlying company data to source documentation;

e  Using our actuarial specialist team members, we applied our industry knowledge and experience, and
compared the methodology, models and assumptions used against recognised actuatial practices;

Valuation of investment ptoperty

Management has estimated the fair value of the Company’s investment property to be AED 198.01
million as at 31 December 2017 (2016: AED 193.62 million) with a fair valuation gain of AED 4.38
million (2016: AED 3.70 million) recorded in the income statement for the year ended 31 December
2017 as disclosed in note 6 to the financial statements. Independent external valuations were obtained
in order to support management’s estimates. The valuations were carried out using market comparable
approach and net income method which involves certain key assumptions that require significant
management judgement including capitalisation rates and fair market rents.

Our procedures in relation to management’s valuation of investment property included:
e Evaluation of the independent external valuers’ competence, capabilities and objectivity;

o Assessing the methodologies used and the appropriateness of the key assumptions based on our
knowledge of the property industry and using our in-house valuation experts; and

e  Checking, on a sample basis, the accuracy and relevance of the input data used.
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Independent Auditor’s Report
To the Shareholders of Alliance Insurance (PSC) (continued)

Report on the Audit of the Financial Statements (continued)

Other Information

Management is responsible for the other information. The other information comprises the information
included in the Board of Directors’ Report, but does not include the financial statements and our auditor’s report
thereon.

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

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

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

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with IFRS and their preparation in compliance with the applicable provisions of the UAE Federal Law
No. (2) of 2015 and UAE Federal Law No. 6 of 2007, and for such internal control as management determines
is necessaty to enable the preparation of financial statements thatare free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Company or to cease operations,
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 reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is 2 high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISA will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggtegate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those tisks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 2 material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
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Independent Auditor’s Report
To the Shareholders of Alliance Insurance (PSC) (continued)

Report on the Audit of the Financial Statements (continued)

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

o  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, butnot for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control.

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

» Conclude on the appropriateness of management’s use of the going concemn basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Company’s ability to continue as a going concern. 1f we conclude
that a material uncertainty exists, we are required to draw attention in our auditor’s xeport to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However,
future events or conditions may cause the Company to cease to continue as a going concern.

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

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

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and 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 current year and are therefore the key audit
matters. We describe these matters in our auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on Other Legal and Regulatory Requirements

Further, as required by the Federal Law No. 6 of 2007 on Establishment of the Insurance Authority and
Organisation of the Insurance Operations and UAE Federal Law No. (2) of 2015, we report that:

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

iy the financial statements have been prepared and comply, in all material respects, with the applicable
provisions of the Federal Law No. 6 of 2007 on Establishment of the Insurance Authority and
Otganization of the Insurance Operations and UAE Federal Law No. (2) of 2015;

iy  the Company has maintained proper books of account;

iv)  the financial information included in the Board of Ditectors” Report, in so far as it relates to these
financial statements, is consistent with the books of account of the Company;

v)  the Company has not purchased any shares during the year ended 31 December 2017 (2016: Nil);
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