


Business Plan for Al Khazna Insurance Company P.S.C.

in accordance with your instructions set out in our engagement letter dated 7
June 2020 {the ‘Letter of engagement’), we have pleasure in enclosing a copy
of our drat business plan prepared in connection the regulatory requirements
in the insurance sector. Details of the scope and process of our wark are set
gdJtin the  mportant notice’” n Appendix B, which you should also reaa.

Qur repert on the matters within the agreed scope of the Letter of
Engagement comprises:

+ Executive Summary - 2 short summary of the business plan, its key
findings and recommendaticns.

*  Macroeconomic assessment — contains an analysis of the UAE's
macroeconomy, PESTEL analysis, FOI flows, GDP growth and GDP per
capita, country’s demograph.cs, :nfation, interest rates, currency
exchange rates and other macroeconcmic information.

=  Market and competition analysis covers: operating models cf key players,
analysis of market demand; review of market supply, breakdown of
insurance premium, insurance palicies, investment portfolio, description
of profile of competitors in the market, their branch network and etc.

* Analysis of Internal Environment cavers: brief information abaut the
company and corporate governance arrangements, review of the
Company’s current customer segments and penetration tevels, analysis of
cempany’s sales distribution channels, current industries covered, existing
partnership network, review the investment portfolio of the company,
analysis of company’s product offerings, review of the organizational
structure and assessment of required new canters of campetencies,
existing risks and mitigaticn actions, analysis of financial performance

= |dentification of key causes of accumulated losses including operational,
financial or any other reascns.

= The report alse addresses the to be state for the Company’s customer
segments and penetration leve.s; company’s sales distr'bat on channess;
industries covered, the investment portfolio; company’s product offerings,
the organizational structure and the required new centers of
competencies and target operating model.

» Financial forecasts — providas general assumptions to the financial medel,
sources and uses of funds, analysis of required capital changes, cost and
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revenue assumptions, operating carmpany forscasts of
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financial positions and performance, cash flow forecasts etc.

» The report also contains the action plan to put the company back on the
path of profitability with clear responsibilities, timeline for implementation
and expected outcome.

This report is confidential and has been preparad exclusively for Al Khazna
Insurance Company P.S.C. and SCA It should not be used, reproduced or
circulated for any other purpose, in whole or in part, without our pricr
written consent.

To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone otner than Al Knazna Insurance Company P.S.C. and
SCA for our work, our repert and other communications, or fer any opinions
we have formed. We do not accept any responsibility for any loss or damages
arising out of the use of the report by the addressee{s) for any purpose ather
than In connection with the proposed Business Plan,
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According to the World Bank, the fluctuations in GDP growth in 2013-2018 is mainly due to a
fluctuations in the oil prices. Due to COVID-19, we expect that the GDP in the UAE will reduce
by 3%. The most impacted sectors will inciude trade, transportation, tourism, retail and real
estate. To soften the Implications of COVID 19, the Central Bank of the UAE announced the AED
100 billien comprehensive Economic Support Scheme for retall and corporate customers
affected by COVIC-19. The improvement of the world economy as a result of addressing COVID-
19, greater demand from China for oil, may increase oil prices in the long-run only and can bring
add tional liquidity to the region and macroeconomic situation may improve in the long-run
anly.

In 2015-2016 FDI flows in the UAE dropped somewhat and tis reflects the weaknesses n the
world economy, but thereafter it picked up again. Due tc COVID-19, we expeact the FDI will
drog in 2020 by 10%. After slow recovery, the FDI will start picking up gradually. Given the
steps taken by the Government, it is estimated that from 2021 to 2025 that FDI will continue to
increase at a moderate pace.

Populaticn of the UAE has grown from 8.3 million in 2009 to 9.8 million in 2019, representing a
CAGR of 1.7%. The future growth of papulation will be moderate given the slowdown in the
GDP growth and FDI into the country.

Cver the period from 2010 te 2019, Gross National Income per capita .n tne UAE has fluctuated
anc remained between USD 33,390 to USD 42,240. We expect the Gross National Income per
capita in the UAE to fall by 3% in 2020 and 2021 due to COVID-19 and contractions in many
sectors of the economy.

The inflation rate in 2019 and mid 2020 was negative due to a decline in rents, reduction in the
transpartation and utilities cost as a result of a fall in domestic fuel prices and a comparatively
sluggish domestic demand. The impact of COVID will still be felt until 2021 keeping slightly
negative inflation. In future, the the inflation rate is expected to stabilize in the range of 1.5% —
2.5% until 2025, This can be attr'bated to fiscal and monetary policies followed by the country.
As a result of COVID many businesses are suffering from absence of liguidity and demand for
loans/ short term financing increased. This will lead to a gradual increase in the nterest rates
in the country. The interest rates in the UAE are forecasted to stabilize in the range of 1.1%-
1.7% in the future,
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The size of the UAE insurance market was AED43.7 bn. In 2018. It peaked during the 2017 -
2018 years with a slight downtdarn during 2015. We envision a slow recovery starting (n the final
guarter of 2020 and anticipate that the insurance market will keep growing at a moderate rate
into the next five years given the slowdown in the business activity in the country.

The United Arab Emirates is performing well compared to other countries. The UAE’s insurance
penetration in 2918 as & percentage of GOP was 2,32% which Is an indication of this. Per capita
insurance premium in the UAE was USD259 for life insurance and USD1,006 for nonlife
insurance in 2018. These indicators highlight that the UAE insurance sector has still potential to
grow further.in the long-run.

Insurance penetration in the UAE {as % of GDP) - showed an increase from 2012 — 2017 with
regards to non life insurance with a slight decline in 2018, Insurance dens.ty premiums per
capita (USD} showed steady increase from 2010 — 2017 with regards to non-life insurance with
a slight decline in 2018. Life Tnsurance also showed steady increase between 2010 — 2015 with

& marginal decline in 2016 before increasing again between the period of 2017 ~ 2018.

Motor and transport insurance premium gominated among other insurance products as it had
the highest share in the non-life insurance during 2018, Also, the motor insurance policies are
the largest in terms of number of polices written in the insurance market (2.5 million in 2018),
followed by the nealtn insurance polices (2.9 millicn in 2018}.

Shares, bonds and cash & deposits were the main investments during 2017 & 2013 financial
years made by the insurance companies. National Insurance companies prefer investments into
real estate (17.6% of the investment portfolio), while foreign insurance companies share in real
estate is only 0.15% of the total investment portfalio in 2018.

The number of Insurance brokers decreased slightly during the 2014 — 2018 period, this could
be attributed to the UAE Insurance Authority issuing new circular in July 2017 strengthening the
capital adequacy regulations. Tha three top performers in the insurance market during 2019
had a combined Gross Written Prem'um of AED11,182 million with an attractive profit margin.
These companies control zbout 25% of the total insurance market 'n the UAE.
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Al Khazna Insurance Company was estabiished in lanuary 1996 and its licensed by the UAE
Insurance Authority to write all classes of general insurance and reinsurance business. The
company is public shareholding company with a share capital of AED 420,000,000 and was
listed on Abu Chabi Security Exchange (ADX) in 15t of November 2000. With its Head Office in
Abu Dhabi, the company has twe branches in Dubai and Al Ain, two points of sales located in
Emirate of Abu Dhabi. The total number of staff are 124 employees.

The Company has established corporate governance structures which includes the Board of
Directors and two permanent Board Committees which are the Audit Committee and the
Nomination and Remuneration Committee. Tne Board of Directors and its Committees have
met periodically during 2017, 2018 and 2019,and the company has duly ssued ds corporate
governance repert during the last 3 years, presented the Annual Audited Financial Statements
to the Gereral Assembly through Annual General Meetings.

During 2017, 2018 and 2019, Al Khazna Insurance Company has seen changes in the Board of
Directors and Senior Management campasition.

The company offers 10 insurance products which are Mgotor, Medical, Life, Marine Cargo,
Marine Huli, Fire, General Accidents, Engineering, Aviation and Energy. The Aviation and Energy
lines are currently inactive,

Al Khazna Insurance Company product offerings were broadly aligned with the marxet during
2014, 2015, 2017 and 2018 with an exception of the life insurance business. The company is
neavily reliant on medical, motor, property and liability nsurance in the same period.

The majority of the company’s business is coming from direct sales / walk-in customers, the
Company only uses insurance brokers as an alternative distribution channel out of several
distripution channels currently used in the UAE insurance market, such as Agents, Banks and
Insurance Aggregators.

The real state, transportaticn, logistics and construction are the only industries addressed by A
Khazna Insurance Company out of all industry sectors that the UAE economy consists of.
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The existing partnership framework of Al Khazna Insurance Company is not designad to drive
the company bacx to proftabil'ty, there is a lot of improvement pctential in the partnership
development for the company in future.

The key customers of Al Khazna Insurance Company include mainly four segments: individual,
corporate, SMEs and Government. The company has medium penatration level tc individual
and corporate customers, where it is not actively cater for SMEs and Government segments.

The investment partfolio of Al Khazna Insurance Company is limited to investment properties
and securities {listed and unlisted shares). The investment properties yielded losses due to idle
and owned, where the securities contributed to the net profit as gain form investments.

An analysis of the organizational structure revealed certain areas of inefficiencies. To address

these will require introducing of new departments and units, resiruciuring of some of the
existing departments, which will result in the 20% reduction of headcount.

Top nine risks have been identified based on the company risk exposures and the severity of
each risk. The business plan also contains mitigation actions to address these risks.

The current aoperating model of Al Khazna Insurance Company has gaps which hinder
company’s growth and maintaining competitive advantage in the market. The gaps include the
product m'x, capabilities, sales channels, branch network, investment portfolio, industries
covered etc.

Based on analysis prepared to benchmark Al Khazra Insurance Company aga.nst the best
performing naticna! Insurance companies in the UAE market, the company has many areas of
improvement as a result of comparison of Key Financial Indicaters such as Acguisition Ratio,
Total Expense Ratics, Loss Ratio, Return on Equity, Net Profit Margin, etc.

The key factors that heavily contributed to the financial losses of the company are:
Investment and Financing Aspects of the Company’s Operation
Unavailability of Executive Team and Ineffective Talent Management.
Ansence of Robust Business Madel.

Corporate Culture.

Absance of Business Ecosystem.

AR
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Al Khazna Insurance Company should consider broadening its insurance products portfolic by
expanding the current range of products , consider launching new products in the UAE market
and emphasize mare on niche insurance products.

The company needs to introduce new products & services distribution strategy by launching
diversified distribution channels to capture more market segments and generate revenues.

Al Khazna insurance Company should consider expansion into new industries such as oil & gas,
f.nancial services, healthcare, government, ete. through effective market expansion strategies.

The company shail increase the customer segment penetraticn rate of individua! and corporate
customers by 15%-20% for 2021 with gradually growing reaching to 25%-30% by 2027. The
company shall increase the penetration rate of the government and SMEs segments by 10%-
15% for 2021 with gradually growing reaching to 40%-50% by 2027,

Al Khazna Insurance Company shall establish some of the new centers of competencies to
create effective organizational structure designed to support company’s growth and bring
efficiency in decision making and flow of information within the organization

The company will establish Business Plan Implementaticn Committee (BPIC} tc execute the
proposed business p.an and follow up on the execution of the initiatives.

Al Khazna Insurance Company shall consider liquidating the current investment portfolio
gradually over 3 years to minimize the losses. Starting by 2023 the company shall invest nto a
healthy investment portfolio which diversifies and distributes the risks across different
categories of investments that are fully comgliant with regulatory requirements.

The company shall develop a new operating mogel that will allow and encourage company's
growth and maintaining competitive advantages in the market.
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The business plan contains the financial forecasts for the company for the next & years. It
pravides analysis for the company’s performance for the last three years. The key issues of the
company performance was the ability to manage product profitability, generating sales from
the brokers and other third parties, ngh operational costs, reinsurance agreement which puts
heavy burden of claims repayment to the company and ctner ssues.

If the strategic initiatives contained in the business plan are implemented successfuly, the
company will increase its revenues, manage reinsurance contracts better, enhance the quality
of decisions on the insurance products and claims management, the company will break-even
and start generating revendes starting from 2023,

Given the current scenario, there will be certain cash deficit. This cash flow shortages will
require additional equity capital injecticn inta the business of AEDS0 munon in 2022

The Company can increase this capital through additional subscription by the existing
sharehaolders of the Company in new shares or through the entry of new strategic investors in
the Company to further address these accumulated losses and improve cash flow position of
the company.

The business plan alsc contains recommendations on the reduction of the shareholders capital
from the current AED420 millien to AED10Q million in order to cover the accumulated 1osses.
Reduction of shareholders capital and capital injection will reduce accumulated losses of the
Company to 6.5% of total capital in 2022 which is in line with the requirements from the
Securities and Commodities Authority. Moreaver, the sensitivity analysis showcases the positive
impact on the financials of the Company if tne management successfully implements zll

initintiviac ¥ torn arannd tha ciirrant citiating,

‘tiatives 'mplementation plan to put the company
back on the path of profitability. It highlights key strategic, cperational, product, marketing and
other initiatives with the responsible 'ndividuals assigned to each initiative, timeline and
expected cutcome established. The strategic initiatives imp.ementation plan will lay the basis
for the operation of the Business Plan Implementation Committee to secure tne s.ccessful
outcome for the company and its stakeholders.
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Governmental policies will continue to be stable, allawing businesses to grow and deveiop.
Foreign investors have investment preferences, which make the country an attractive
investment destination.

Businesses aperating in different Emirates may have varied regulations and practices.

Retail, tourism, transportation and real estate sectors will have unfavourable conditions and
restrict the opportunities for businesses,

The trading sector is facing challenges and issues, but stable inflation and interest rates in the
long-run will support the retail sector.

Fiscal outlook slightly deteriorates with tess revenues for the Government, but will not
significantly impact stability of Government finances. No hike in inflatTon or interest rates are
anticipated to adversely impact the businesses in the market.

A large number of Indian population presents opportunity for companies from India to target
this market.

Demand for goods and services will contract given the reduction in the population in the
short-run,

Businesses must revisit their business modeis to cater to the restrictions on socialization and
offer solutions to the customers (n the market.

As a result of Government's emphasis on technology the businesses may get a number of
benefits however, on the other hand they have to invest significantly in the technology, as
well to stay competitive in the market that is expected to be technologically advanced in the
next few years.

Competition far projects between SMEs will intensify and many SMEs will go out of business
due to availability of limited projects in the market.

Overall the impact may be positive for the country however, becoming eco-friendly for the
businesses may prove to be costly.

Phase

«  Political stability in terms of consistent pelicies of the Government for a long period of time.

Political - The Government of UAE is realizing the importance of foreign investment and its contribution to
the economy.

+ Each Emirate has its own governmental institution.

»  The GDP will decline in 2020, but is expected to grow thereafter at around 1%-2% annuaily. In
recent years the country is diversifying from an oil-ied economy.

» Consumer price inflation and interest rates were negative 1.93% and 2.29% respectively in 2019.

Economic The country has a risk rating of AAZ by different credit rating agencies, indicating a stable fiscal
outlook.

= COVID-1S restricted the growth and opportunities for businesses in the UAE,

*  As per the estimated data, quarter of the LJAE population is Indian {the largest between all
nationalities).

Sodial = Large number of population is aged between 15 to 64 years i.e. majority of the population is
economically active. Population will decline due to residents who lost the jobs will return back to
their home countries.

+ Restrictions for socializing will limit the opportunities to meet friends and family.

* A number of e-services are provided by Government institutions and it is expacted from other
businesses in different sectors as well. COVID-19 led many businesses and Government entities to
go online and operate gnline.

Technology - . - TR L

= Large investments in the pipeline are put on hold and this will limit opportunities for SMEs.

) - Ecological responsibility anticipated to become more impartant over the coming years as the

Enviranment Government is focusing and taking number of inftiatives for sustainability.

+ Different set of laws i.e. federal, local and Sharia laws and all evidence submitted to the court must
be in Arabic.

Legal = Avaliability of free zones in the country allows businesses to register and comply with the laws in

the free zone and this makes doing business in the country attractive.
* HRestrictions introduced to operate in the country will limit travel outside country,
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Businesses entering UAE market must have a legal team which is familiar with UAE faws and
the Arabic language. If no such team is available, educating/hiring the resources will incur
additional costs.

Businesses choose to be registered in the free zones and set up LLC companies in operate in
the mainland. Restrictions to travel abroad may siow down businesses.
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For the period of 2010-2018, the FDI inflows
in the UAE have been fluctuating. In 2012
and 2013 the FDI inflows recovered as most
investors escaping from the 'Arab Spring'
were appealed by the UAE's political and
economic stability.

Considering the fluctuations in DI, the
Government introduced the 'Investors'
Zone' concept to attract FDI from all over
the world in the future. (n 2015-2016 FDf
flows dropped somewhat and tis refiects the
weaknesses in the world economy, but
thereafter it picked up again. Due to COVID-

According to the World Bank, the
fluctuations in GDP growth in 2013-2018 is
mainly due te a fluctuations in the oil prices.
As the oil prices stabilized n 2018 and
thereafter, the GDP growth rates became
more stable. However, due to COVID-19, we
expect that the GDP in the UAE will reduce
by 3%. The most impacted sectors will
include trade, transportation, taurism, retail
and real estate. The contraction in these
sectors will put pressures on the job market
which will see more people lesing their jobs.

To soften the implications of COVID-15, the
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) Support Scheme for retail and corporate
+ After slow recovery, the FDI will start customers affected by COVID-15. The
picking up gradually. Given the steps taken stabilization of the affected sectors will take
by the Government, it is estimated that time and any future growth will largely
from 2021 to 2025 that FDI will continue to depend on the improvement of COVID-19
increase at a moderate pace. situation  and  regaining  consumer
confidence. 459
+ The future FDI flows is largely dependent on
the state of economy of neighboring « In future, the GDP growth in the UAE will be S
countries {Saudi Arabia, Kuwait etc.}, as well on a declining trend given the low oil prices
as_the world economy, As the economies of and lower FDI flows from neighboring - 35%
neighboring countries are suffering from countries. The improvement of the world l
low oil prices, CQVID-19, the UAE's economy, greater demand from China for i - 00%
economy will also be hit by this. However, oil, may increase oil prices in the long-run ¢ )
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given the stable legislation and attractive only and can bring additional liquidity to the : 2.5%
infrastructure created, the UAE will still region and macroeconomic situation may ) .
attract FDI successfully in the long run. improve in the lang-run only. T T T e h T~ @ e . WL oo
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UAE population and GOP per capita, 2010 ~ 2025F
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+ Population of the UAE has grown from 8.3 million in
2009 to 9.8 million in 2019, representing a CAGR of
1.7%. The growth of the UAE population was driven
by the fact that it was constantly working to become
the tourist destination and financial activity hub of
the Middle East. Increasing level of construction and
financial activity was attracting people from
different parts of world in the past. However, the
future growth of population will be moderate given
the slowdown in the GDP growth and FDI into the
country. The COVID-19 led many people in the
market unemployed. As a result, these people will
be leaving the country taking their family members
back to their home countries. We expect that the
UAE population to decline to from 9.8 million to 9
miflion in 2021. Any population growth thereafter
will be inconsiderable averaging to a CAGR of 0.8%
during the period of 2021-2025.

UAE, Statistical Appendix, iMF
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Gross National Income per capita has fluctuated
somewhat between 2010-2019, due to the oil prices
fluctuation. As a result of COVID-19 and decline in
many sectors, we expect that the Gross National
Income per capita will also decline by about 3% in
2020. Afrer the recovery from COVID-19, the Gross
MNational Income per capita may grow annually starting
from 2021 at a humble rate of 1% given the weak
growth of GDP.

In comparison with other countries in the region, the
UAE stands out by the size of its GDP and gross
national income per capita. The country’s GDP was
US5414 bn. in 2018 and it is second to the KSA and
Iran only. Gross National Income per capita of the UAE
is also high (5$41,010 in 2018) and it is second to
Qatar only. The country stands strong in the region as
a hub for investors to do business in the region.
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UAE GDP indicators and GNI per capita relative to

MFNA henrhmarks for 2018
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Consumer price inflation fluctuated over the period of
2011-2019, starting from 0.5% in 2011 to 3.1% in
2018. The inflation rate in 2019 and mid 2020 was
negative due to a decline in rents, reduction in the
transportation and utilities cost as a result of a fall in
domestic fuel prices and a comparatively sluggish
domestic demand. The impact of COVID will still be
felt until 2021 keeping slightly negative inflation. In
future, the the inflation rate is expected to stabilize in
the range of 1.5% — 2.5% until 2025. This can be
attributed to fiscal and monetary policies followed by
the country.

The interest rates in UAE also fluctuated between
2010 and 2014 downwards indicating willingnass of
monetary authorities to boost the business during the
period. Starting from 2015 onwards, interest rates
went up, partly as a result of rising inflation. As a

absence of liquidity and demand for loans/
short term financing increased. This will
lead to a gradual increase in the interest
rates in the country. The interest rates in
the UAE are forecasted to stabilize in the
range of 1.1%-1.7% in the future.

The exchange rate of the UAE Dirham
against the US Dollar has remained and wiil
remain the same largely due to the peg
between its currency and US Dollar. While
the exchange rate is forecasted to remain
same, any future fluctuations resulting from
de-peg from the US dollar would impact the
level of exports and imports within the UAE,
such as the level of GDP, inflation and
interest rates, as well as micro factors, such

result of COVID many busiresses are suffering from as the price of asset class, such as
residential property.
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+= Motor Insurance

* Home Insurance

= Medical Insurance

* Personal Watercraft

+ Personal Accident Insurance
+ Travel Insurance

* Wedding Insurance

¢+ Aviation Insurance

* Engineering and Construction
Insurance

* Financial Lines Insurance

* Group Medical Insurance

* Life Insurance

* Marine Hull & Cargo Insurance
* Motor Fleet Insurance

* Property Insurance

* Pecuniary Insurance
(Commercial Crime, Credit and
Mcney Insurance)

Corporate
Retail
Government

Small and Medium Enterprises
(SME's}

Direct Channels

= Call Centres

* Insurance Agents

= Appointed Representative

+  Mutual Organisations

Indirect Channels

* Insurance Brokers

« Reinsurance Brokers

* Independent Financial Advisors
+ Financial Organisations

+ Retail Crganisations

* Affinity Groups

* Aggregators {online
quolations)
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Strong Marketing Strategy
(Branding & Segment
Approach)

Tailored Solutions According to
Client Needs

Access to Captive Business
through BOD & Sharehclders

Robust Connaction to
Government Entities

T

Extensive Customer Database
for Existing and Potential
Customers

Sales and Business
Development Maturity and
Capability

Robust Billing & Credit
Management

Retention, Up-Selling & Cross-
Selling Between Subsidiaries
and Departments

Back and Front Office
Effectiveness and Efficiencies

Robust Cost Managemeant
Strategy 15
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¢ Addenda Technologies
= (Coface Emirates Services
* Generali Group

« Insurance Market {Compare and
Prov.der of Online Insurance}

* Yalla Compare (Independent Provider of
Online Insurance)

* Insurance TopUp (Digital insurance
Firm)

= Atradius

= Allttihad Al Dowali Insurance Service
* Buy Any Insurance

+ Sougalmal

= Plolicy Bazaar

= Compare Dubai

* (arinsurance.ae

* Pitstop Arabia

« Comparelnsurance

* Compare 4 Benefit

Property and Equipment
Property Investment
Retnsurers’ Shares
Deposits

Corporate Bonds
Government Bonds

Equities {Listed / Unlisted}
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Gross Written Premiums Report
Net Earned Premiums Report
Claims Ration Improvement Report
Sales Channel Profitability Report
Product Profitability Report

Foreign Currency Exchange Refated
Data

Detailed Monthiy Report
Gross Seliing Ration Report
Partner Profitability Repart
Underwriting Margin

General Marketing and Administration
Reporting

Comprehensive Information about
Employees

Cost Management and Revenue
Management Report

Claim & Loss Ratio Analysis
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Abu Dhabi HO

Mussafah Branch

Samha Branch

Abu Dhabi Branch

Al Shamkha Branch
Ruwalis Branch
Ghuwaifat Border Branch
Ghuwaifat - Sila’a Branch
Mahawi Branch

Al Ain Branch

Dubai Branch

Cubai Branch International Division
Sharjah Branch

Ajman Branch

Ras Al Khaimah Branch
Fujairah Branch

Cman Branch

Other GCC Countries
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Development of premium in U.A.E Property and Liability Insurance premium in 2010-2025

(DH. 000'S)

Source: Gant ™ e Moo b o Ao mtets
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Source: Gant Thornton Research and Analysis
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Development of premium in U.A.E insurance market in 2010 2018 {(DH. 000'S)
Source: Gant Thornton Research and Analysis

2018 31,747,733
2017 32,079,472
2016 29,863,254
2015 27,464.822
2014 24,888,224
2013 22,473,258
2012 20,315,923
2011 19,229,462
2010 14,014,293

- 10,000,000 20,000,000 30,000,000 40,000,000

FENERAL INSURAMCE PREMILIM

[

*  The overall insurance market size is made up of general insurance premium
and life insurance premium.

= The general insurance premium makes about 75% of the market.

= The insurance market in the UAE has grown impressively in the past nine years.

= The property and liability insurance premium increased at CAGR of 6,50%
during the period of 2010 to 2018.

*  The persons and fund accumulation insuramce premium also grew at an
impressive CAGR of 12,85%.

*  We anticipate that the UAE insurance market will deep in 2020 given the
slowdown in the business activity in the country and implications of COVID;

*+ However, we anticipate the growth will pick up after 2021 when the COVID
issue will be addressed and oil prices are expected to increase, and the
regional economy will get on an accelerated growing path.
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Source: Swiss Re and Grant Thornton Research and Analysis

Life & Non-Life Per Capita Premium (2018 Estimated}
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Total insurance Penetration (% of GDP)

" TE9%

4.60%
40%
12%
2.82%
.81%
2.77%
S0%
12%
131%
3%
2.00% 4.00% 5.00% 8.00%

10.00% 12.00%
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HIDUIGEIHLE PCHESU GUT T UG WAL (63 20 W T ) Insurance dEnSitv: premiums per capita in USD

Source: Swiss Re and Grant Thornton Research and Analysis

2.5

15

0.5

Source: Swiss Re and Grant Thaornton Research and Analysis
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According to the latest reports issued by Swiss RE {Sigma):

o Insurance penetration in the UAE (as % of GDP) - showed an increase from 2012 — 2017 with regards to non-life insurance with a slight dectine in 2018.

o lnsurance density premiums per capita (USD} - showed steady increase from 2010 — 2017 with regards to non-life insurance with a slight decline in 2018, Life
insurance also showed steady increase between 2010 — 2015 with a marginal decline in 2016 before increasing again between the period of 2017 ~ 2018.

The life insurance penetration rate in the UAE has been increasing over 2010-2018. It is largely dependent on expatriate population working in the country. The

density of non-life segment is considerably higher than the density life insurance segment.

Both the life and non-life segment has been growing over the period of 2010-2018, non-life segment showing higher growth rates.

Alf rights reserved. Strictly private and confidential. | Business Plan for Al Khazna lnsurance Company | September 2020
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Development of general assurance business in 2008-2018 (annual premiumin DH. 000 000'S)
Sourge: Insurance Authority UAE & Grant Thornton Research and Anzlysis

‘}Ef.:_??l 24,652
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20,000 8658 e
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15 000 14,014 1458/ 1056
’ .- 12,793 +— 4
JW
10,000 B
717 T 171 1202 7 nes
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0
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—Premiums of National Companies ‘remiurn of Foreign Cempanies

*  The insurance premium of the national insurance companies increased impressively over the period of 2008-2018 from AED12 billion toa AED24 billion. Over the ten
years the size of the market increased two times. This is due to the overall growth of the UAE economy, increase in demand for the insurance praducts and strong
capital base of the naticnal insurance companies.

*  The insurance premium of the foreign insurance company aiso increased by twofold from AED3.S billion in 2008 to AED7.1 billion. Foreign insurance campanies find
the UAE market quite attractive given the transparency and stability of the regulation in the UAE. The share of the foreign insurance companies in the market is
smaller this is due to a large capital base of national insurance companies.
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Breakagown Qr NON-UIE INSUrarice 0y nauord dno ioreigrn compaies
Source: Grant Thorntan Research and Analysis

TOTAL NON-LIFE INSURANCE PREMIUMS NON-LIFE INSURANCE PREMIUMS of NATIONAL COMPANIES NON-LIFE INSURANCE PREMIUMS of FOREIGN COMPANIES
OH. 000'S DH. 0oe'S DH. 000'S
1,526,176
2,050,498 Other e 524,322
o Cth
Other s .,366,872 er 155,635
Engineering, Construction & 2,345,795 Engineering, Construction & 2,027,990 Fngineering, Construction & 317,806
Energy 2,208,328 Energy 838,179 Energy 370,149
- 6,713,005 ALl R Troniol e 4,705,969 2,007,036
Motor & Transport 7.548,004 Moior & Transport 5,375,845 Mctor & Transport 2.172.160
. . 1,326,817 _- 1,006,397 . L 320,420
Marine & Aviaticn 1,235,902 Marine & Aviation 324,832 Marine & Aviation 311,070
’ 2,688,562 2,014,435 X 574,127
Fire Fi e F '
2,351,486 Ire 2,135,521 re 725,865
- 4,000,000 8,000,000 - 2,000,000 4,000,000 6,000,000 - 1,000,000 2,000,000
w08 2017 w2018 2017 018 2017

*  Motor and transport dominate the as the leader with the highest non-life insurance during 2018.
»  Minimal change / movement for other insurance products during 2017 / 2018,
*  QOverall contraction in some of the sectors during 2018 could be because of the overall economic downturn.
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Number ot policies for accidents and liability insurance, 2018 Elumb-er of %\her type of ln:urznce lpo_hmes, 2018
Source: Grant Thornton Research and Analysis ource: Grant Thornton Research and Analysis
Health Insurance 2,918,370
. . Ingividual Lfe 366,382
Engineering,
Construction & 13,642
Energy Marine & Aviatian 251,418
Qther 171,028
Fire 170,104
Motor &

. 1,456,521
Transportation >

Group Life 47,483
Annuities & Fund Accumulation 15,266

Group Credit Life 12,292

The number of motor and transportation policies is large and this is due to the large population in the country owning private cars, as well as large logistics sector with extensive
corporate vehicle fleet,

The number of health insurance policies is also significant and this is again due the large population in the country. These two products represent large market size in terms of insurance
policy units.

Life insurance, marine and aviation, fire insurance and other insurance policy numbers are also large and present attractive opportunities to capture the market.
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Distribution of investments of Foreign Insurance companies in 2017 & 2018

Distribution ot (nvestments of Nationat Insurance companies IN 2017 & L0018
Source: Grant Thorntan Research and Analysis

Source: Grant Thornton Research and Analysis

Casn and deposits ?;&(’%’ Equity and debt securities %g'ﬂ/zg%
Equity and debt securities 25’1%89?2 Other invested assess 2?’_61%%:%
Real estate investments %?;g’?% Cash and deposits %GS%B%
Other invested assets ngézi% Loans, Deposits and Other Instruments ”531%:1.16%
Loans, Deposits and Other Instruments 176% Loans secured by Life palicies 33357
Investment in associates L.??%% Real estate investments 8%32};
ioans secured by Life policies | g 440, Investment in associates gégfﬁ’
0.14% et
s 2017 018 2017

* The nationai insurance companies have larger share of cash and deposits in their portfotio, while foreign insurance companies prefer to have smaller share of the cash and deposits to

ensure that the investment portfolio generates maximum return.
National insurance companies prefer to have about 17.5% of their investment in the real estate sector while the investments of foreign insurance company in the real estate is only

0.15% of their investment portfolio.
= There are obvious differences in the composition of investment portfolio of the national insurance companies and fareign insurance companies given their preferences and risk

tolerance levels,
23
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Overview of key insurance companies in the UAE market

Source: Grant Thornton Research and Analysis

Insurance Brokers

Loss Ad;usters and Surveyars

actuarial

Insurance Consultancies

Mational Insurers

Foreign Insurers / Company Branch's

Third Party Administrators
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2014 018
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The number of Insurance Brokers decreased hetween the
period of 2014 to 2018 possibly due to UAE Insurance Authority
issuing new circular in July 2017 strengthening the capital
adequacy regulations.

58 companies offer a variety of insurance products:

* 23 national companies

[Ewp)

* 25 foreign companies

158 Insurance Brokers:

* 154 national brokers

* 4 foreign hrokers

34 Insurance Consultants

86 Surveyor / Loss Adjuster or Damage Estimators

S7 Actuaries

13 Third Party Administration

24
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Trient nsurance
Gross Writhen Premivum 3,821 AED m

erofit Margin 427 AED ™M

Abu Dhabi National Insurance
Gross Writlen Premium 3,736 AEC m

Profit Margin 234 AED m

Oman Insurance
Gross Written Premium 3,545 AED m

Profit Margin 190 AED m

+ Tope three insurance companies in the market are making decent net profit margin. This indicates that the insurance market in the UAE is attractive and there are opportunities to

generate extra return on equity for the insurance companies.

All nghts reserved, Strictly private and confidential. [ Business Plan for Al Xhazna Insurance Cempany | September 2020
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Number of branches National and Foreign insurers during 2020
Source: Grant Thornton Research and Analysis (Data is as per review of the insurers websites)

National! Insurers Foreign Insurers Fareign Insurers with Agency Agreements

Oman Insurance 4 Alliance ; Arabia Insurance 1

COrient Insurance 4
AXA ] Tokic Marine 2

Abu Dhabi Natianal Insurance 12
RSA 2 New India Assurance ?
Al Ain Ahlia Wnsurance il
Emirates Insarance 5 AlG 1 Oriental insurance
0 2 4 ] 8 10 1z 14 Q 1 2 3 4 5 q 1 2 3 a

* Oman Insurance has a strong presence in the UAE, Sultanate of Oman and Qatar. It is the leading listed insurer in the United Arab Emirates {UAE), and has capital adequacy above
the "AAA' level, as per the internal risk-based capital model, and exceptional liquidity (Source S & P). It has 14 branches in the UAE. Orient Insurance, ADNIC and Al Ain Ahlia
Insurance have also extensive branch network.

* Foreign Insurance companies prefer to have smaller branch network. Alliance has 5 branches in the UAE, while AXA has only 4. AXA in the Gulf is one of the largest internationa
players in the GCC, covering the UAE, Oman, Bahrain and Qatar markets, with a workforce of over 800 employees, 25 branches and retail shops region-wide and over 1 million
customers (Source; www.axa.bh). The other foreign insurance companies branches network is even smaller.

* Foreigninsurance companies with agency arrangements also have the branches and these branch network is relatively small ranging from 1 to 4 branches only.
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Al Khazna insurance Company P.S5.C {AKIC) was established in January 1996.
Vision To be the company of choice for our shareholders, orokers, anc policyhoiders.

Mission To combine mastery in service delivery with quality products at competitive prices
and to provide the best insurance value for consumers.

ihe Company is licensed by the UAE Insurance Authority to write all classes of general
insurance and reinsurance business. Below are the list of products and services segments that
Al Khazna Insurance Company currently offers:

+ Marine and Aviation

¢ Property & Casualty

« Motar

«  Life & Medical

*  Reinsurance

Al Khazna Insurance Company P.S.C is a public shareheolding company with a share capital of AED
420,000,000.00 and was listed on Abu Dhabi Security Exchange {ADX] in 15™ of November 2000;
stock symbol Al Khazna Insurance Company. The Company's listing is regulated by the Securities
and Commodities Authority in UAE.

With its Head Office in Abu Dhabl, Al Khazna Insurance Company’s operations cover the entire
UAE with two branches in Dubai and Al Ain. The Company also serves its clients through two peint
of sales located in the Abu Dhabi Traffic Department and the Abu Dhabi Traffic Office - Mahawi
ADNOC Station. Al Khazna Insurance Company operates through 14 different departments
classified into Core Business Units and Support Seryice Units, with a total number of 124 staff.
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2014
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Medical 39 Medical
Life
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& Liability & Liapil
B Al Khazna Insurance UAE National Companies

* Motor figures derived based on 2017 figures and expected annual growth rate,

2015

snal Companies

%
45%

Motor

Medical

Propert
& Liabili

The company is heavily reliant on medical, property and liability insurance in the same pericd.

2017

%
1%

8%

¥

IAE National Companies
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Medical
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2018

1%
31%

36%

Khazna Insurance LAE National Companies

Al Khazna Insurance Company product offerings were broadly aligned with the market during 2014, 2015, 2017 and 2018 with an exception of the life insurance business.

Al Khazna Insurance Company is behind the market in terms of capturing the life insurance market: life insurance business of Al Khazna Insurance Company accounts for

only 0.3% and 0.1% of total insurance underwritten in 2017 and 2018 respectively, compared to 7% and 8% for the UAE national companies for the same years.

respectively in the market.
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No energy and aviation insurance were underwritten by Al Khazna Insurance Company since 2015.

Al Khazna Insurance Company does not have a focus on the credit life business, which contributed 29% and 31% of the total life insurance business in 2017 and 2018
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Analysis of Premiums By Distribution Channels

Source: Grant Thorntan Research and Analysis * The majority of the company’s business is coming from direct

sales / walk-in customers.
2017 2018
0% * The Company only uses insurance brokers as an alternative
a.0% Investment o et i i i i i
Investment 0.0% distribution channel, this can be easiiy seen by the figures in the
graph. Al Khazna Insuranxce Company generated 20% of the
o business form brokers in 2018 which significantly less of the
Banks 010;/ Banks izl; same figure in 2017. The average industry figure for revenues

from brokers is 42% of the total pusiness. Therefore, Al Khazna
Insurance Company shall strengthen its business with orokers.

Online 0% Ontine 0"

L.9% % * The Company does not use other distribution channels currently
used in the UAE insurance market, such as Agents, Banks,
Agents e Agents oo Investment Institutions and Insurance Aggreg_atorAs (fonli.ne).
4,5% 16% Specifically, the company does not use the banking institutions
in promoting life insurance products, 34% of the life business in
;9% the UAE insurance market was promoted via banking institutions

Brokers 192% Brokers 0% in 2018
63.1% 50,25 * Al Khazna Insurance Company does not offer online business in
Others Others the UAE insurance market. As of now, the Company does not
have the required digital platforms or infrastructure that can
support the Company in promoting its products online {i.e. B2C

& Al Khazna lnsurance UAE Insurance Companies m Al Khazna Insurance UAE Insurance Companies

online portal).
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« Al Khazna Insurance Company currently only works with the real state,
transportation, logistics and construction industries out of all industry sectars that
the UAE economy consists of.

+ The Company needs to focus more on other industries such as financial services, oil
and gas, government, aviation and healthcare etc.

* The company does not capture potentially available life, property, marine and motor
insurance apportunities in the banking and financial services industry.

* The company does not actively work with the oil and gas industry which represents
one of the core industries of the UAE national economy.

* There is no focus on the government sector which adds up to about 240 entities
classified into federal and local governmental entities,
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The company has two categories of Partners: Channel Partners and Service Partners.

Channels Partners

¢ Al Khazna Insurance Company uses only insurance brokers as alternative distribution channels.

+ Al Khazna Insurance Company has agreements with 33 insurance brokers out of 159 licensed insurance brokers in UAE.

+ The 33 insurance brokers contributed 12.5% out of the total premium written in 2019. This is significantly less than the market indicatars. Al Khazna Insurance
Company does not use Insurance Aggregators as a channel partner.

Service Partners

« Al Khazna Insurance Company does not use Reinsurance Companies and Brokers such as Munich Re, RGA and Chedid Re.

* AlKhazna Insurance Company uses Emirates Institute for Banking and Financial studies {EIBFS) as the sole source for staff learning and development. While EIBFS
provides insurance related training, their capabilities and competencies in the insurance sector are limited.

* AlKhazna Insurance Company does not use digital payment networks such as Appel Pay, Samsung pay and Google pay.

» There is a lot of improvement potential in the partnership development for the company in future,
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* The key customers of Al Khazna Insurance Company include mainly four segments: individual,
corporate, SMEs and Government.

= Al Khazna Insurance Company has medium penetration level to individual customers. The
Company can increase the segment penetration rate by executing new underwriting strategy that
focuses on acquiring more retail business specially in the non-motor lines.

* Al Khazna Insurance Company has medium penetration level to corporate customers, There is
still significant potential to tap into this segment and generate more customers with the larger
size and generate insurance business.

* The Company does not actively provide the SMEs insurance solutions specially in the medical and
life business that require special reinsurance arrangements given the low number of beneficiaries
in this segment.

= Although Abu Dhabi market continues to be dominated by the government segment, there is no
focus from Al Khazna Insurance Company in penetrating the segment. Only two governmental
entities were insured by Al Khazna Insurance Company during past period.

Footnote: The level of penetration represents the number of customers acquired and maintained by Al Khazna Insurance Company.
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Al Khazna Insurance Company Investment Portfolio Indicators for 2019
Saurce: Grant Thornton Research and Analysis

Investment Properties

151,513,600 -1,318,760* -0.87%
{Lands)
| P i
nvestment Properties 139,423,000 140,343* 0.1%
(Buildings)
Investments 52,138,161 15,303,887*" 29%

* The loss from Investment properties came from two components: (i) investment proprieties revaiuation loss; (i} the
revenues from the investment properties.

** The gain from investments came from the following components: (i) net fair value gain on investments at FVTPL; {ii)

dividends from investments in securities; (iii} gain from sale of FVTOCI; (iv} write off investment through FYTOC! and FVTPL;
and (v) realized loss from sale of investments FyTPL.

RETURN ON INVESTMENT of AL KHAZNA INSURANCE VS, RETURN ON INVESTMENT of ABU DHABI NATIONAL
INSURANCE COMPANY in 2019
Source; Grant Thornton Research and Analysis

8%
Investments
-0.5%
Investment
Properties 1.5%
- Al Khazna Insurance - Abu Dhabi National Insurance Company
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The investment portfolio of Al Khazna Insurance Company is
limited to investment properties and securities {listed and
unlisted shares).

The investment properties consist of lands and building.
The lands yielded reevaluation loss of AED 1,318,760.

The building generated revenue of AED 4,547,157 as rental
income, and vyielded reevaluation loss of AED 4,687,500.
However, there is a room to increase the returns through rental
of vacant units.

The investment portfolio of Al Khazna Insurance Company is
aligned with the investrment portfolio of Abu Dhabi National
Insurance Company in terms of the type of investments.
However, in terms of quality of investment portfolic (rate of
return, the absence of investment impairment etc.), Al Khazna
Insurance Company is significantly behina than the company used
as a comparison, as well as the industry indicators. While return
on investments in listed and unlisted shared by Al Khazna
Insurance Company yielded good return, the losses from the
Investment Properties made significant losses.

Al Khazna Insurance Company’s investment management
practices needs significant improvement and better investment

management practices shall be introduced. a2
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Finance
Department

Information
Technology
Department

Reinsurance
Department

Cur review and analysis of the organizational structure
revealed the following issues:

There is an excessive number of staff in the Life and
Medical Insurance Department. There are still seven
staff members for the claims approval in the company,
while this process has been outsourced to the third
party administrators.

There is an excessive number of staff in the Motor
Insurance Department in light of the total number of
policies underwritten and the overall production
during 2017, 2018 and 2019.

The Sales and Marketing Department is understaffed
and this is impacting the depth and success of
company’s market penetration efforts.

Company does not have the Broker Relations
Department. This department could manage and grow
the business coming from the brokers,

There is no the Investment Department/Center of
Exceltence, which can support the Board in managing
investment portfolio.

The company does not have the Risk Management
Department which can help in managing the risks the
company is facing and evaluating loss exposures.

The company does not have the Branch Manager in
Dubai branch to take care of branch administration
and penetrate Dubai market.

Currently, the Internal Audit and Compliance function
is not segregated. 43

Inger

rsc









SECTION 4 — INTERNAL ENVIRONMENT ANALYSIS

INe Delow analysis is prepared 1o bencnmark Al Knazna Insurance Lompany against the best
perfarming national insurance companies in the UAE market during 2019. The ultimate aim of
this analysis is to assess how well the company is performing compared to the best

performed in the market.

Abu Dhabi

KEY FINANCIAL INDICATORS Al Khazna Al Ain Ahlia Oman National Orient
Insurance Insurance Insurance Insurance Insurance

Company
Acquisition Ratio -3.84% 3.56% -3.60% 3.28%
Administrative Expense Ratio 37.89% 18.05% 20.84% 21.77%
Total Expense Ratio 29.04% 21.61% 17.24% 25.05%
Loss Ratio 63.67% 70.01% 72.90% 53.99%
Combined Ratio 92.72% 91.62% 90.15% 79.04%

Reserves as % of NWP 105% 104% 119% 87%

Return on Equity 5.36% 8.89% 12.91% 13.83%
Retention Ratio 23.9% 45.4% 32.1% 31.9%
Sustainable Growth Rate 1.28% 404% 4.14% 4.41%
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Al Khazna Insurance Company has high Acquisition and Total
Expense ratio because of low volume and negative NWP against
commission and underwriting expenses. Al Khazna Insurance
Company was banned from Issuing 'nsurance Policy for all line of
business by the IA (Insurance Authority) till late 2019.

Al Khazna Insurance Company has 92% loss Ratio and 1,523%
Combined Ratic, while the industry weighted average Loss and
Combined Ratio stood at 60% and 92% respectively.

Al Khazna Insurance Company has negative Reserve as % of NWP
due to its excepticnally low volume of business.

Al Khazna Insurance Company has negative return on equity due
to huge losses and restriction imposed by Insurance Authority
while the industry weighted average Return on Equity stood at
10%.

As per the A {Insurance Autherity) benchmark the recommended
range for retention ratio is above 45%, the preferred range is
above 75% while Al Khazna Insurance Company has negative
Retention ratio.

Al Khazna |nsurance Company has negative sustainable Growth
Rate due to the negative return on equity and negative retention
ratio.

Al Khazna insurance Company had negative profit margin of -
264% in 2019, while the weighted average net profit margin of
the industry stood at 17% exhibiting an increase from 14%
recorded in 2018.

The company performs worse than any other company in
comparison and this indicates serios issues faced by the company.
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SECTION 5 — FUTURE STATE
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Al Khazna Insurance Company should consider expanding the portfolio of life insurance
business in general with more focus on ¢redit life to be one of the important insurance
products that the company offers.

The company should intreduce and extend to customers products like aviation
insurance and energy insurance given the size of these industries and revenue
generation potential.

Al Khazna Insurance Company shall actively capture the retail market segment given its
size and attractiveness. 1t should expand on retail products, such as home insurance
and travel insurance.

The Company could consider the emergence of new products in the UAE market
specially in general accident insurance, such as cyber security insurance and directors
and officers’ {iability insurance.

Al Khazna Insurance Company shall also emphasize more on niche products, such as
medical malpractice (for small and medium clinics and medical centers), as well as
professional indemnity-expert line {for lawyers and auditors).

Al Khazna Insurance Company shall broaden its range of products by introducing new
products to the market like agriculture insurance.

The company shall promote pre-packaged medical and life insurance products
designed for SME sector,
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Al Khazna Insurance Company needs to introduce new products & services distribution strategy by launching diversified
distribution channels to capture more market segments and generate revenues.

DISTRIBUTION CHANNELS - FUTURE STATE

29 2% » Direct business should be reduced from the current level
of 63% to 52% to ensure diversification and avoidance on
dependence on one distribution channel.

* The company should increase the number of brokers it
works with by creating favorable and mutual beneficially
terms and conditions.

52% + The company should deveiop partnership relations with
banks to use them as distribution channels to capture
more customers in the market.

Q,
40% + The company should focus more on the digital/online
capabilities that can allow it to capture more customers
through online sales charnels.

* Al Khazna Insurance Company should also create its agent

network to further extend its sales channels and capture
Direct rokers Agents On line 3anks untapped customer and market segments.
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SECTION 5 ~ FUTWURE STATE
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The following initiatives shall be implemented to
intraduce robust and effective organizational
structure:

Setting up a Board Strategy and Investment
Committee which composed of non executive
Board members with required level of investment
capabilities, the Commigee will oversee the
campany’s investment portfolio and follow up the
strategic decisions.

The headcount in the proposed organizational
structure shall be reduced by 20% to achieve cost
optimization.

Business Development and Sales Department to
be established in order to manage and grow the
business coming from the brokers as well as direct
sales business.

Increase the number of staff in sales team.
Establishment of Risk Management Department

which can help in managing the risks the company
is facing and evaluating loss exposures.
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SECTION 6 — FINANCIAL FORECASTS

AED
AED FY 2017 FY 2018 Fy 2019
Gross Premium 104,307,505 52,736,188 429475
Reinsurance share of ceded business premiums
Net premium 70,887,030 27,402,216
Change in unearned premium provision 43,362,305 28,103,276 9,469,210
Net premium earned 114,249,335 55,505,492 5,283,655
Comissions earmed 2 4R2 210 1,632,340 459,408
Commissions paid
Wrass UNCETWITUNE Ncome AU Ly sajas [P
Reinsurance share of insurance claims 349,404,939 L10U3,0/2 11,314,540
Change in claims 15,919,526 28,018,995 20,557,975
Net claims incurred 4,854,116
Operating expenses
uther income LGS, S u u

All rights reserved, Strictly private and contidential, | Business Plan tor A« Khazna insurance Company | September 2020
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This section highlights the Company’s financial performance
for the last 3 years:

Al Khazan Insurance Company has had a reduction in its
underwriting business by 49.4% from year 2017 to 2018
and by 99.1% from year 2018 to 2019, Gross premiums
have decreased from AED104 million in 2017 to AEDS2
million in 2018 to AED 425K in 2019. This is mostly due to
the fact that the company was banned from issuing
insurance policies to all its class of business by the
Insurance Authority till late 20195,

The gross claims paid have decreased over the years from
AED184 million in 2017 to AED72 million in 2018 to AED27
million in 2019.

Operating expenses have reduced from AED44 million in
2017 to AED39 million in 2018 to AED35 million in 2019,
This is mainly due to the drop in VAT penaities, salary
expenses and provision of doubtful debts.

The Group’s registered a net underwriting loss of AEDG9
millign in 2017, AED11 million in 2018 and AED24 million
in 2019.

Investment activities have improved over the 3 year
period. The Company was able to register a positive
income of AED&.6 million for 2018 compared to a loss of
AED £1.1 million in 2017. This improved in 2019 with a
positive income of AED22.5 million.

Net losses for the Company have decreased significantly
from AED140 million in 2017 to AED13.9 million in both
2018 and 2018.
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SECTION & — FINANCIAL FORECASTS

2020 2021 2022 2023 2028 2025 2026
Retention Ratio

Motar 72.3% 72.8% 73.3% 73.8% 74.3% 74.8% 75.3%
Engineering 19.3% 19.8% 20.3% 20.8% 21.3% 21,8% 22.3%
Fire and general accidents 17.5% 18.0% 18.5% 19.0% 19.5% 20.0% 20.5%
Marine Cargo 15.0% 15.5% 16.0% 16.5% 17.0% 17.5% 18.0%
Marine Hull 15.0% 15.5% 16.0% 16.5% 17.0% 17.5% 18.0%
Aviation 15.0% 15.5% 16.0% 16.5% 17.0% 17.5% 18.0%
Medical Insurance 55.6% 56.1% 56.6% 57.1% 57.6% 58.1% 58.6%
Life Insurance 65.8% 66.3% 66.8% 67.3% 67.8% 68.3% 68.8%
Cyher Insurance 27.8% 18.3% 28.8% 29.3% 29.8% 30.3% 30.8%
Travel Insurance 27.8% 28.3% 28.8% 29.3% 29.8% 30.3% 30.8%
Agricultural Insurance 27.8% 283% 28.8% 29.3% 29.8% 30.3% 30.8%
Livestock Insurance 27.8% 28.3% 2B.8% 29.3% 25.8% 30.3% 30.8%
Energy Insurance 15.3% 19.8% 20.3% 20.8% 21.3% 21.8% 22.3%
Source of Premiums
Sales Team 18% 33% 35% 38% 40% 42% 43%
Direct 17% 7% 27% 25% 24% 23% 22%
Brokers and Agents 50% 27% 27% 27% 27% 27% 28%
Reinsurance 15% 13% 11% 10% 5% 8% 7%
Total 100% 100% 100% 100% 100% 100% 100%
Relnsurance Commission 13% 13% 13% 13% 13% 13% 13%
Brokers and agents commission 17% 17% 17% 17% 17% 17% 17%

All rights reserved. Strictly private and confidential
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This section provides a summary of the general assumpticns
applied in the development of financial projections for Al
Khazna Insurance Company:

* Retention ratio implies the amount of premiums that are
retained by the Company itself. These values have heen
obtained based on market averages from the insurance
companies. These retention ratios are likely to improve for
the company in the future given the improvement in
underwriting performance following the implementation
of recommendations as outlined in this Business Pian.

* Currently the company heavily relies on brokers and
agents as sources for premiums. The value of premiums
from brokers in 2020 is 50% as compared to 18% from the
sales team. The Company wiil improve its sales
performance in the upcoming years ta improve the
proportion of premiums brought by the sales team which
amount to 43% in year 2026. 5ales from brokers and
agents will fall to 28% of total sales in 2026,

* Amount of commission earned from reinsurance services
{s assumed to be 13% of the total sales for years 2020 to
2026.

« Commissions paid to brokers and agents is assumed to be
17% of sale for the peried of 2020 to 2026.
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SECTION 6 — FINANCIAL FORECASTS

REVENUE ITEMS

Revenues from insurance
Premiums

Motor

Engineering

Fire and general accidents
Marine Cargo

Marine Hull

Aviation

Medical [nsurance

Life Insurance

Cyber [nsurance

Travel Insurance

Agricultural Insurance
Livestock Insurance

Fnerov Incniranra

2020

7,000,000
500,000
654,482
150,000
600,000

0

27,000,000

0

0

2021

8,400,000
2,000,000
2,000,000

180,000
720,000
0
32,400,000
250,000
0

250,000

2022

10,231,200
3,552,500
5,075,000

219,240
876,960
0
39,463,200
304,500
0
304,500

1,000,000
0

ann nnn

2023

12,510,711
4,343,997
6,205,710

268,087
1,072,347
0
48,255,601
172,343
250,000
372,343

1,222,800

509,500

R11 ANN

2024

15,358,149
5,332,651
7,618,130

329,103
1,316,413
521,219
59,238,576
457,088
306,900
457,088
1,501,109

625,462

7RO KC.Q
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2025

18,890,524
6,559,210
9,370,299
404,797
1,619,188
560,961
72,863,448
562,218
377,487
562,218
1,846,364

769,319

n7311a7

AED

2026

23,235,344
8,067,828
11,525,468
497,500
1,991,601
603,735
89,622,041
691,528
464,309
691,528

2,271,028

946,262

1138 14
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This section provides a breakdown of the source of
revenues for Al Khazna Insurance Company through
premiums written:

Al Khazna Insurance Company will earn
significant revenues through its underwriting
business due to the release of ban from the
Insurance Authority. Moreover, the Company
will add new premiums to their product portfalio
such as Cyber Insurance, Travel Insurance,
Agricultural Insurance, Livestock Insurance and
Energy Insurance.
There will be a noticeable increase in revenues
from year 2020. This is due to the following
reason:

¥» Improvement in performance of Sales Team to

sell more policies to clients.
¥ Introduction of new product portfolio thereby
attracting new customers,

The Company’s strength lies in the Motor and
Medical line. Sales from Motor Insurance will
reach AED23 million in 2026 which makes up
16% of total sales and sales from Medical
Insurance will amount to AED89 million in 2026
which makes up 63% of total sales.
Total Revenues is expected to be AED35 million
in 2020 and wili reach AED141 million in 2026.

50






SECTION 6 — FINANCIAL FORECASTS

Project Onerating Cast (AFD)

Source: Gr
OPERATING COST CATEGORIES 2020
Salaries 20,749,622
Rent Expenses 1,325,431
E:Eif::::fn on property and 664,121
Fees and license 526,652
impairment of trade receivables 148,746
VAT expenses 1,407,224
Other general expenses 4,260,162

2021
20,749,622
886,287
1,450,519
544,342

138,736

2022
21,060,866
913,075
1,450,615
576,293
128,725
2,716,715

2,162,032

2023
18,616,739
778,409
1,450,618
612,172

153,128
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2024
19,044,924
799,438
1,450,619
656,457
174,362
4,238,918

2,253,782

2025
18,521,047
821,026
1,472,356
709,855

195,848

2026
20,009,073
841,552
1,672,356

773,510

2,367,880

(% Vour wiptodabl ok patuct
WL KHAZNA INSURANCE COMPANY pzc

The operating costs of the company
comprises of salary expenses, rent
expenses, depreciation of property &
equipment, fees and licenses, Impairment
of trade receivables, VAT expenses and
other general expenses.

Salary expenses will remain constant at
around AED20 million. However in 2023
thereis a dip in these expenses to AED18
million due to a reduction in core and
support employees.

Other general expenses are reduced by
about 50% from AED4 million in 2020 to
AED2.1 million in 2021 as a result of cost
reduction initiatives.

Fees and license expenses increase
gradually from AED526 K to AED773 K as
value of premiums written increase.
Total Operating expenses will amount to
AED29 million in 2020 and they will reach
AED33 million as the value of premiums
written increases and inflation rises.
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Assumptions

The Company has a pending loan amounting to AED193
millian, This section describes the repayment plan of the

Interest rate p.a. (%)

Loan tenure {years) loan.
Number of yearly repayment 3 = This loan amount can be repaid in 3 egual installments
Loan drawdown (AED) aver the course of 3 years from 2020-2022.
AED
_ i o .
Loan Plan 2020 — 2021 2023 2024 2025 2026 * A minimum interest rate of 4.75% per annum is assumed.

The loan tenureis 3 years
Calc for drawdown

ican balance 193,243,831 131,794,357 657,425,929 0 0 o 5 « Totai principal repayment amounts to AED61 million in

2020, AED&G4 million in 2021 and AEDG7 million in 2022.
Interest capitalized

Principal repayment 0 0 4 g * Total interest repayment amounts ta AEDS million in 2020,
AEDE million in 2021 and AED3 millien in 2022,
Interest repayment 0 0 0 0
Total Payment {equal instaliments} 0 0 0 a + Total Repayments amount to about AED70 million each
) year from 2020 to 2022,
Loan balance {at end of period) 131,794,357 67,425,929 Q 0 o a 0
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SECTION 5

Property & Equipment
Investrent properties
Investment designated at fair value

through other comprehensive income

(FYTOCH

Invastment desigrated at fair value
through profit and lass (FVTPL)
Statutory Deposit

Premium insurance and balance
receivables

Reinsurance gontract assets

Other recefvable and prepayments
Differed acquisition cost

Ceposits

Cash and Cash equivalents

Cash and Depasits

Other Investments

Share Prermium

Accumulated profit

issued and pait up share capital
Fair value reserve

Statutary reserve

TOTAL EQUITY

Liahilities:
Bomowings from banks
End of service benefit obligations
Technical provisions
Insurance and other payabtes
Reinsurance deposit retained

Unearned reinsurance commission

2020

0
139,423,000

6,568,559

28,190,215
10,102,133
44,491,095

40,728,426
10,316,485
187,601
26,355
109,274,819

389,308,688

1 7ae A%

R CAVAVIFIEA V)
1,858,578
62,145,349
60,170,447

131,794,357
8,274,168
33,030,270
151,146,083
2,326,192
53,857
2,513,314
329,138,241

389,308,688

2021

5,016,575
135,423,000

3,284,279

14,095,108
10,102,133
44,451,095

56,519,846
10,316,485
145,068
26,355
33,462,555

317,382,499

LU, uu,uuy
0
0
44,672,802

67,425,929
9,186,873
41,287,411
148,898,964
3,116,450
60,060
3,234,000
273,209,697

317,882,499

2022

4,565,956
30,000,000

4]

45,000,000
10,102,133
44,491,035

80,238,099
7,869,328
185,197
26,355
19,328,145
52,500,000
22,500,000
316,806,308

FA-TERVIFIEATE V]
o}
o]
140,234,117

0
10,113,269
53,216,924

104,491,106

4,376,315
67,680
4,306,897
176,572,191

316,806,308

023

3,115,338
30,000,000

o]

45,000,000
10,102,133
70,436,653

101,267,221
7,869,328
223,805
26,355
25,679,545
52,500,000
22,500,000
368,720,378

PR IVENIFVRVIVIY)

0
0
146,824,122

0
10,347,480
64,597,123

136,180,543

5,375,476
75,995
5,319,639
221,896,256

168,720,378

2024

1,664,715
30,000,000

4]

45,000,000
10,102,133
87,498 363

127,774,627
7,869,328
270,180
26,355
34,853,752
52,500,000
32,500,000
420,059,457

a
10,004,401
150,000,000
o]

0
160,004,401

o
11,100,462
78,548,124

157,061,307

6,593,858
84,431
6,566,874
260,055,056

420,059,457

20825

3,757,269
30,000,000

]

45,000,600
10,102,133
108,276,337

160,724,737
7,869,328
324,505
26,355
42,199,060
52,500,000
22,500,000
483,279,815

0
31,149,712
150,000,000
o
0
181,149,712

0
11,854,915
95,772,403

178,324,906
8,013,086

92,247
8,071,645
302,130,103

483,279,815

AED

2026

2,284,913
30,000,000

4]

45,000,000
10,102,133
133,993,582

202,082,335
7,869,328
401,824
26,355
55,320,930
52,500,000
22,500,000
562,081,422

0
62,305,197
150,000,000
0
0
212,305,197

0

12,609,369
116,832,178
200,573,150

9,740,222

99,221

9,922,085

349,776,225

562,081,422
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SECTION 6 - FINANCIAL FORECASTS

AED 2020 2021 7022 2023 2024
Profit for the year 6,590,004 13,180,279
Operating flows before working capital changes 25,435,201 25,089,625

Net cash flows from cperating activities

Net cash flows from investing activities 177,407,775 16,443,166 17,152,387 10,350,000 10,350,000

IR G L LML RIS W L WL B e eren

vonr 6,183,404 109,274,819 33,462,555 19,328,145 25,579,545
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This table contains the cash flow forecast for the

company for the next & years:

* Cash flow from pperating activities before working
capital changes increases over the years mainly due to
aningrease in impairment of receivables, increase in
provisich of cutstanding claims, increase in
depreciation of property & equipment and
impravement in net profit.

*  Cash flow used from operating activities increases
from a deficit of AED3 millien in 2020 to a surplus
AED2 in 2026, This mainly comprises of an increase in
technical provisions, reinsurance contract assets and
recefvables which is in turn caused by an increase in
premiums written.

« (Cash flow from investment activities increase initially
to AED177 million in 2020 due to liquidation of current
investment portfolio then decreases to AED17 million
in 2022 due to addition of new investments. They then
stay about constant at AED1O million for the next few
years.

= Cash outflows frem financing activities amount to
AED7C million from 2020 to 2022 due to repayment of
loans.

* Net cash flow increases steadily over the years due to
an increase in sales. Net cash flows in year 2026
amount to AED13 million, However heavy cash
cutflows due to loan repayments and purchase of new
assets in 2022 require that the shareholders to inject a
value of AED50 millien. The ccmpany may recover this
cash at end of year 2026 with cash equivalents
amounting to AED55 million.
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Elimination of accumulated losses

Key Categories 2019 2020 2021 2022 2023 2024 2025 2026
. This slide showcases the impact of a capital
Total capital 485,792,349 485,792,349 100,000,000 150,000_,000 150,000,000 150,000,000 150,000,000 150,000,000 injection to absorb a” |osses nght away.
Number of shares 420,000,000 420,000,000 100,00C,0C0 150,000,000 150,000,000 150,000,000 150,000,000 150,000,000 R In line with the Securities and Commaodities
Value per Share {AED) 0.18 0.14 0.45 0.93 0.98 1.07 1.21 1.42 Authority's regulation, in order to get the
accumulated losses to less than 20% of total
Share loss / gain indicator 0% -76% 50% 0% 0% 0% 0% f:apital by 2022, the Company will need an
injection of AED50 million.
Additional Equity o o 50,000,000 0 0 0 o This additional capital injection will improve
Injections value per share for shareholders since it will
cover for more of the Company’s accumulated
Additional Loans o ] ] a 0 0 0 0 losses. Value per share will improve from

AEDO.45 to 2021 to AED1.42 in 2026.

13,180,279 21,145,311 31,155,485 - Share loss/gain indicator depicts the amount of

shares lost/gained in comparison to previous
vears. There is a share loss of 76% in 2021 due to
reduction of share capital and reserves. There is
a share gain of 50% in 2022 due to injection of
capital.

10,004,401 31,149,712 62,305,197

Accumulated losses as % B47% _87.6% -55.3% -6.5% 2.1%
of capitat

* This represents the average indicators for ten-year period.
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SECTION 6 — FINANCIAL FORECASTS

The accumulated losses have to be absorbed by shareholder’s capital to he compliant with laws.

Key Categories

Issued and paid up share capital

Statutory Reserve

Accumulated Losses

Otheritems

Alt nghts reserved. Strictly private and confidential

Past Situation in Current Situation in  Future Situationin  Future Situation in

2019 2020 2021 2022
420,000,600 420,000,600 100,000,000 150,000,000
62,145,349 62,145,349 0 0
0
3,647,000 3,647,000 0

. | Business Pan for Al Khazna Insurance Company | September 2020
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According to the report from the Annual General
Meeting dated on 30" April 2019, the Company
is planning to use shareholder’s equity to cover
up for accumulated losses generated in the
previous years, Total Equity in 20139 amounts to
AED74 million,

The Company is considering the reduction of
issued share capital from AED420 million to
AED100 million, a reduction of statutory reserve
from AED62 million to AEDO and reduction of
other reserves from AED3 million to AEDQO in
2021.

Reduction of these and injection of equity of
AEDS0 mitlion in 2022 will reduce the value of
accumulated losses from AED411 million to
AED9 million in 2022. These accumuiated [osses
will now make up 6.5% of total equity in 2022.

The Company can increase capital through
subscription of the shareholders of the Company
in new shares or through the entry of new
investors in the Company to further address
these accumulated iosses and increase cash flow
position of the firm.
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The Project sensitivity analysis indicates the project has average level of sensitivity to fluctuations in the business performance.

# Scenarios Admin Expense

Ch R
anges Ratio*

* Increase in OPEX by 10%
) Pessimisti ] + Loss ratio an sale of land — 10% 107%
0. essimistic scenario + Increase in reinsurance by 10% ’

* Decrease in GWP by 10%

No changes:

2.0 BaseScenario-nachanges | o oo on sale of land — 2%

71%

* Decrease in OPEX by 10%
30 Optimistic S i » Lossratio on sale of land = 0% 1%
o pHimistic Scenaria » Decrease in reinsurance by 10%

« Increase in GWP by 10%

* This reprasents the average indicatars for the ten-year period.
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Net Profit Margin®

-B6%

-12%

22%

Sustainable
Growth Rate®

-17%

-2%

4%

Return on Equity*

-36.9%

-3.3%

5.9%

de € Qapa panuer
PR sl s, b
AL KHAZNA INSURANCE COMPANY psc

Accumulated
losses as % of total
equity in 2022

31.8%

6.5%

0% - no more
accumulated
losses
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APPENDICES

ADX
AED
AGM
BOD
arPIC
CAGR
DoA
EIBFS
FDI
FVTOCI
FVTPL
FY
GDP
GNI
HC

D

KPI
KSA
LOMA
MENA
NWP
P&L
ROI
SCA
SME
SOF
UAE
usp
VAT

Abu Dhabi Securities Exchange

Arab Emirates Dirham

Annual General Meetings

Board of Directors

Business Plan Implementation Committee
Compound Annual Growth Rate

Delegation of Authority

Emirates Institute for Banking and Financiai Studies
Foreign Direct Investment

Fair Value Through the statement of Other Comgprehensive Income
Fair Value Through the Statement of Profit or Loss
Full Year

Gross Domestic Product

Gross National Income

Human Capital

Insurance Authority

Job Description

Key Performance Indicators

Kingdom of Saudi Arabia

Life Office Management Association

Middle East and North Africa

Net Written Premium

Profitand Loss

Return on Investments

Securities and Commadities Authority

Small and Medium-Sized Enterprise

Standard Operating Procedure

United Arab Emnirates

United States Dcllar

Vaiue Added Tax
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APPENDICES

we draw your attention te the limitation of liability clauses in the
‘Letter of engagement’ which is included in Appendix C to this
report.

1 N1 report presents the key initial findings from the work that we
have undertaken to from June 7 to July 7, 2020; our work to this
date has focused on the scope of work set out in Appendix C of the
Letter of engagement. As such the subject matter remains under
review and the key findings presented may change and be
expanded as we undertake further work and complete the agreed
scope of work set out in the Letter of engagement,

Qur work tocused on the areas set out in the ‘Letter of
engagement’, which is reproduced at Appendix C of this repart.
Our business plan development for Al Khazna Insurance Company
P.S.C does not constitute an assurance engagement conducted in
accordance with any generally accepted assurance standards and
no verification work has been carried out by us; consequently we
do not express an assurance opinion on the figures included in the
report.

The scope of our work has been limited both in terms of the areas
of the business and operations which we have reviewed and the
extent to which we have reviewed them. There may be matters,
other than those noted in this report, which might be relevant in
the context of the transaction and which a wider scope review
might uncover.

we wil aiscuss our arail repor with Al Khazna Insurance
Company’s management, who wiil confirm its factual accuracy in
all material respects. You recognise and accept that all sections of
our report and any conciusions we draw may differ had we had the
benefit of confirming the facts with Management.

e nucinauun wonwained in this report is based primarily on
publicly available information in respect of the projects set out
below, and interviews with industry professionals:

= Grant Thornton Research and Analyses
* UAE Insurance Authority
= insurance industry professionals

We have satisfied ourselves, so far as possible, that the information
presented in gur report is consistent with cther information which
was made available to us in the course of our work in accardance
with the terms of the Letter of engagement. We have not,
however, sought to establish the reliability of the sources by
reference to other evidence. Our report makes reference to 'Grant
Thornton Anaiysis'; this indicates only that we have {where
specified} undertaken certain analytical activities on the underlying
data to arrive at the information presented; we do not accept
responsibility for the undertying data.
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APPENDICES

uur rielawoerk was perrormed in the period between 7 june 2020
to 7 July 2020. We have not performed any fieldwork since 7 July
2020 and our report may not take into account matters that have
arisen since then. if you have any concerns in this regard, please do
not hesitate ta let us know.

tn krie pertormance at cur wark under the Letter of engagement
we interviewed members from the following entities:

* Al Khazna Insurance;

+ Competitor insurance companies in the market.

« Insurance market professionais.

The responsibility for the forecastsincluded in this report and the
assumptions on which they are based is solely that of Al Khazna
Insurance Company P.5.C. It must be emphasised that profit and
cash flow forecasts necessarily depend on subjective judgement.
They are, to a greater or lesser extent, according to the nature of
the businesses and the period covered by the farecasts, subject to
inherent uncertainties. In consequence, they are not capable of
being audited or substantiated in the same way as financial
statements which present the results of completed accounting
periods.

+or your eonvenience, this report may have been made available to
you in electronic as well as hard copy format. Multiple copies and
versions of this report may therefore exist in different media and in
the case of any discrepancy the final signed hard copy should be
regarded as definitive.

Lur report is issued on the understanding that Al Khazna Insurance
Company P.S.C. has drawn our attention to all matters, financial or
otherwise, of which they are aware which may have an impact on
our report up to the date of signature of this report.

Events and circumstances occurring after the date of our report
will, in due course, render our report out of date and, accordingly,
we will not accept a duty of care nor assume a responsibility for
decisions and actions which are based upon such an out of date
report. Additionally, we bave no responsibility to update this report
for events and circumstances occurring after its date.

It there are any matters upon which vou reauire clarification or
further information piease contac an +971 (4}
3889925,
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We, the members of the company’s Board of Directars and executive
management, acknowledge that this plan contains infarmation
presented according to the procedures and instructions of the
companies whose shares are listed in the market and whose
accumnulated losses reached {20%) or maore of its capital, issued by
the Securities and Commodities Authority (SCA). Collectively and

Names and approvals of the expert entity that have prepared the Recovery
Plan to address the accumulated losses;

e At Name of the Expert entity Grant Thornton - JAE
individually, we bear full responsibility for the accuracy of the

contents of this plan and the information contained therein. The SCA

or Market does not bear any responsibility for the contents of this _ George Stoyanov
plan, nor does it give any assurances regarding its accuracy Or Signea on behalf of Grant Partner
completeness. Thornton - JUAE by:

The Chairman of Al Khazna Mr. Khalifa Mohammed Apcaul

Insurance Company P.S.C Aziz Al Muhairi Signature and Date

September 24, 2020
Signature and Date

Company’s Seal

Company’s Seal
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