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Independent Auditor's Report
To the Head office of American Home Assurance Company — Dubai Branch

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of American Home Assurance Company — Dubai Branch (the
“Branch”) which comprise the statement of financial position as at 31 December 2025, and the statement
of profit or loss and other comprehensive income, statement of changes in head office account and
statement of cash flows for the year then ended, and notes to the financial statements, including material
accounting policy information.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of thc Branch as at 31 Dccember 2025, and its financial performance and its cash flows for the
year then ended in accordance with IFRS Accounting Standards as issued by International Accounting
Standards Board (IASB).

Basis for Opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Awditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Branch in accordance with the Intermational Ethics Standards
Board for Acconntants’ International Code of Ethics for Professional Accountants (including International Independence
Standards) ("IESBA Code”), as applicable to audits of the financial statements of public interest entities,
together with the ethical requirements that are televant to our audit of financial statements of public interest
entities in the United Arab Emirates, and we have fulfilled our othet ethical responsibilities in accordance
with these requirements and the IESBA Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

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 current year. These matters were addressed in the context of our
audit of the financial statements as 2 whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.

© 2026 Grant Thornton UAE. All rights reserved. grantthornton.ae

Grant Thornton UAE is the trading name for Grant Thornton Audit and Accounting Limited {incorporated in the British Virgin Islands and registered with the Dubai Financial
Services Authority), its licensed branches in Abu Dhabi, Dubai, Sharjah, Abu Dhabi Global Market and its subsidiary Grant Thornton LLC.

“Grant Thornton” refers to the brand name under which the Grant Thornton member firms provide services to their clients and/or refers to one or more member firms, as the
context requires. Grant Tharnton International Limited (GTIL) and the member firms, including Grant Thornton UAE, are not a worldwide partnership. GTIL and each member
firm are separate legal entities. Services are delivered by the member firms, GTIL does not provide services to clients. GTIL and its member firms are not agents of, and do not
obligate, one anather and are not liable for one another’s acts or omissions.
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Independent Auditor's Report

To the Head office of Ametican Home Assurance Company — Dubai Branch

Report on the Audit of the Financial Statements (continued)

Key Audit Matters (continued)

Key Audit Matter

| How our Audit Addressed the Key Audit Matter

Valuation of Insurance Contract Liabilities and
Reinsurance Contract Assets

1As at 31 December 2025, the Branch’s Insurance Contract
Liabilities and Reinsurance Conitract Assets ate valued at
AED 463.93 million and AED 391.17 million, respectively.
(Refer Note 9 and 10).

Valuation of Insurance contract liabilities and Reinsurance
contract assets involves significant judgements and
estimates particularly with respect to estimation of the
present value of future cash flows, eligibility of the
premium allocation approach (PAA) and estimation of the
liabilities for incurred claims and its related reinsurance
assets,

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

The calculation for these liabilities includes significant
estimation and involvement of actuarial experts in order to
ensure appropriateness of discount rates, methodology,
assumptions and data used to determine the estimated
present value of future cash flows pertaining to liability for
remaining coverage (LRC), liability for incurred claims
(LIC) and risk adjustment for non-financial risk.

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

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

= Understood and evaluated the process, the design
and implementation of controls and performed
test of controls to determine valuation of
insurance contract liabilities and reinsurance
contract assets;

= Assessment of the competence, capabilities and
objectivity of the management appointed actuary
based on their professional qualification and
experience, and assessed their independence;

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

- Performed reconciliations between actuarial data
extracts and the general ledger.

- Tested and reconciled key data inputs into the
IFRS 17 engine with primary insurance data and
reconciled IFRS 17 engine output numbers to the
financial statements and actuatial repotts;

-  Engaged our actuarial specialist to assess the
methodology and reasonableness of the key
assumptions and judgments used by the
management in determining the technical
insurance reserves;

- Evaluated the methodology and reasonableness of
estimated future cash flows, including expected
inflows and outflows attributable to the contracts
and the appropdateness of the significant
assumptions including risk adjustment, PAA
eligibility assessment, discount rates and expenses
included within the fulfilment cashflows. ‘This
included consideration of the reasonableness of
assumptions against actual historical experience
and the appropriateness of any judgments applied;

- Independently reperformed, on a sample basis, the
calculation to assess the mathematical accuracy of
the insurance liabilities and reinsurance contract
assets on selected classes of business, patticulatly
focusing on largest and most uncertain reserves;

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

- Assessed the adequacy and appropriateness of
disclosures made in the financial statements.
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Independent Auditor's Report
To the Head office of American Home Assurance Company — Dubai Branch

Report on the Audit of the Financial Statements (continued)

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

The Board of Directors is tesponsible for the preparation and fair presentation of the financial statements
in accordance with IFRS Accounting Standards as issued by International Accounting Standards Board
(IASB) and their preparation in compliance with the applicable provisions of UAE Federal Decree Law
No. (32) of 2021 (as amended), and UAE Federal Law No. (6) of 2025, and the related Financial Regulations
for Insurance Companies and Central Bank of the UAE Board of Directors’ Decision No. (25) of 2014
pertinent to the Financial Regulations for Insurance Companies, and for such interal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud ot error.

In preparing the financial statements, management is responsible for assessing the Branch’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 the directors either intend to liquidate the Branch or to cease operations,
ot have no realistic alternative but to do so.

Those chatged with governance ate responsible for ovetseeing the Branch’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 ate
free from material misstatement, whether due to fraud or errot, and to issue an auditor’s report that includes
out opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted
in accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise
from frand or etror and are considered matetial if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of usets taken on the basis of these financial statements.

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

® Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedutres responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting 2 material
misstatement resulting from fraud is higher than for one resulting from etror, as fraud may involve
collusion, forgery, intentional omissions, mistepresentations, ot the override of internal control,

®  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Branch’s internal conttol.

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

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

conceril.
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Independent Auditor's Report
To the Head office of American Home Assurance Company — Dubai Branch

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

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

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

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

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

Report on Other Legal and Regulatory Requirements

Futther, as required by the UAE Federal Decree Law No. (32) of 2021 (as amended), we repott that for
the year ended 31 December 2025:

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

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

iify The Branch has maintained proper books of account in accordance with established accounting
principles;

iv) The Branch has not purchased or invested in any shares during the financial year ended 31 December
2025;

v) The Branch has not made any social contributions during the financial year ended 31 December 2025;

vi) Note 14 to the financial statements discloses material related party transactions, and the terms under
which they were conducted; and
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Independent Auditor's Report
To the Head office of American Home Assurance Company — Dubai Branch

Report on Other Legal and Regulatory Requitements (Continued)

vii) Based on the information that has been made available to us, nothing has come to our attention which
causes us to believe that the Branch has contravened during the financial year ended
31 December 2025 any of the applicable provisions of UAE Federal Decree Law No. (32) of 2021 (as
amended) which would materially affect its activities ot its financial position as at 31 December 2025.

Further, as required by the UAE Federal Law No. (6) of 2025 and the related Financial Regulations for
Insurance Companies, we report that we have obtained all the required information and explanations we

) considered necessary for the purpose of the audit.

Y
GI\ANT THORNTON UAE
N

T
N
A\ S

Dr. Osamz! El-Bak
Registration No: 935
Dubai, United Arab Emirates

30 March 2026



American Home Assurance Company — Dubai Branch

Statement of financial position

Assets

Cash and cash equivalents
Prepayments and other receivables
Financial investments
Reinsurance contract assets
Insurance contract assets
Property and equipment
Intangible assets

Statutory deposits

Right of use assets

Total assets

Liabilities

Accruals and other payables
Income tax payable

Insurance contract liabilities
Reinsurance contract liabilities

Provision for employees’ end of service benefits

Short term borrowings
Lease Liabilities
Total liabilities

Net assets attributable to the head office

Head office account

Retained earnings

Reinsurance regulatory reserve
Other reserves

These financial statements were authorised for issue by the management on 30th March 2026 and were

signed on their behalf by:

Talat Tuysuz
Chief Financial Officer

The accompanying notes 1 to 25 form an integral part of these financial statements.

Notes

12
10

8.1
8.2

8.3

13
17

10
15
18
8.4

6

As at As at

31

31 December Decaribar
2025 2024

AED AED
38,636,325 137,003,477
29,562,652 25,612,009
483,430,167 407,521,362
391,175,656 518,053,547
4,736,383 1,663,984
353,262 512,320
2,599,057 3,638,691
6,000,000 6,000,000
4,275,995 -
960,769,497  1,100,005,390
20,258,961 45,235,797
10,217,612 4,948,713
463,935,009 651,638,718
842,755 13,837,013
4,807,117 10,162,990
18,364,798 -
2,992,886 i
521,419,138 725,823,231
298,759,801 298,759,801
126,856,693 72,015,267
7,017,761 5,482,373
6,716,104 (2,075,282)
439,350,359 374,182,159




American Home Assurance Company — Dubai Branch

Statement of profit or loss and other comprehensive income

Insurance revenue

Insurance service expenses

Net expenses from reinsurance contracts held

Insurance service result

Interest income from financial assets

Net gains on investments in debt securities measured at fair value
through other comprehensive income (“FVOCI”) reclassified to
profit or loss on disposal

Net investment income

Finance expenses from insurance contracts issued

Finance income from reinsurance contracts held

Net insurance finance expenses

Net insurance and investment resuits

Other operating income

Qther operating expenses
Finance cost

Profit before tax

Income tax expense for the year
Profit for the year

QOtiher comprehensive income

Remeasurement of post-employment benefit obligations

Net gains on investments in debt securities measured at FVOCI
Net gains on investments in debt securities measured at FVOCI
reclassified to profit or loss on disposal

Other comprehensive income for the year

Total comprehensive income for the year

Notes

10

21

16
19

17

15
12

For the year ended 31 December

2025 2024
AED AED
362,760,802 352,824,610
(109,062,034)  (264,013,658)
(179.,553,250) (8,946,734)
74,145,518 79,864,218
19,495,714 15,281,130

- 1,977,703

19,495,714 17,258,833
(22,697.910)  (16,424,860)
18,469,573 12,093,105
(4,228,337) (4.331,755)
89,412,895 92,791,296
3,970,139 2,807,259
(26,707,890)  (40,612.853)
(85,317) g
66,589,827 54,985,702
(10,213,013) (4,948,713)
56,376,814 50,036,989
881,398 (76,394)
7,909,988 3,464,058

- (1,977,703)

8,791,386 1,409,961
65,168,200 51,446,950

The accompanying notes 1 to 25 form an integral part of these financial statements.
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American Home Assurance Company — Dubai Branch

Statement of cash flows

Cash flows from operating activities

Profit for the year before tax

Adjustments for:

Depreciation and amortization expenses

Finance Cost

Interest income from financial assets

Net gains on investments in debt securities measured at fair
value throngh other comprehensive income (“FVYOCT”)
reclassified to profit or loss on disposal

Provision for employees® end of service benefits
Operating cash flows before employees’ end of service
benefits paid and changes in working capital
Employees' end of service benefits paid

Corporate tax paid

Changes in working capital balances:

Changes in insurance contract assets

Changes in insurance contract liabilities

Changes in reinsurance contract assets

Changes in reinsurance contract liabilities
Decrease/(increase) in prepayments and other receivables
(Pecrease) in accruals and other payables

Net cash generated from operating activities
Investing activities

Purchases of financial investments

Redemptions of financial investments

Purchase of property and equipment

Release of statutory deposit

Lease (ROU) payment

Interest received

Net cash generated used in investing activities

Financing activities

Short term loan from related parties

Net cash generated from/(used in) financing activities
Net (decrease)fincrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Non-cash transactions

Notes

16
19
21

15

15
17

p=Jta]

10
10

~)

13

12
12
8

20

5

For the year ended 31 December

2025 2024
AED AED
66,589,827 54,985,702
1,618,937 1,383,294
85,317
(19,495,714) (15,281,130)
_ (1,977,703)
1,643,740 2,420,626
50,442,107 41,530,789
(6,118,215) (4,555,563)
(4,944,114) _
(3,072,399) 6,096,933
(187,703,709) 39,718,903
126,877,391 (77.908,664)
(12,994,258) 8,316,938
(3,955,636) 325,278
(25,049,696) (5,114,481)
(66,518,029) 8,410,133
(274,520,711)  (208,037.041)
213,180,204 152,134,734
(168,728) (214,714)
- 6,000,000
(1,547,095) -
12,842,409 13,430,966
(50,213,921) (36,686,055)
18,364,798 _
18,364,798 ;
(98,367,152) (28,275,922)
137,003,477 165,279,399
38,636,325 137,003,477

There were no major non-cash transactions during the years ended 31 December 2025 and 2024.

The accompanying notes 1 to 25 form an integral part of these financial statements.
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American Home Assurance Company - Dubai Branch

Notes to the financial statements for the year ended 31 December 2025
1 Legal status and principal activities

American Home Assurance Company (“the Company” or “Head office™) is a company incorporated in
the State of New York in the United States of America and operates in Dubai, United Arab Emirates
(“UAE") as a Branch (“the Branch™). The ultimate holding company is American International Group
Inc (“AIG”). The Branch is licensed by the Central Bank of the UAE (“CBUAE") and the Department
of Ecoromiic Development, Government of Dubai, UAE.

The Branch was granted a license to carry out general insurance business which represents its economic
activities and operates under commercial license number 613392 and CBUAE (formerly, the IA} license
number 79. The Branch commenced operations on 1 May 2009, The principal place of business and
registered address of the Branch is The H Hotel — Complex, Trade Center First, 27th Floor, P.O. Box

40569, Dubai, UAE.

During the year, Federal Decree Law No. (6) of 2025 (“CBUAE Law™) was issued, effective 16
September 2025, repealing Federal Decree Law No. (48) of 2023. Pursuant to Article 184 of CBUAE
Law, the Branch has a period of one year from the effective date to align its operations and governance
framework with the requirements of the new legislation. The Branch is currently evaluating the impact
of the CBUAE Law and will implement any necessary changes within the permitted transition period.

2 Basis of preparation

{a) Statement of compliance

The financial statements have been prepared in accordance with IFRS Accounting Standards and
interpretations issued by the IFRS Interpretations Committee (“IFRIC™) applicable to companies
reporting under IFRS Accounting Standards and the UAE Federal Decree Law No. (6) of 2025 and UAE
Federal Decree Law No.32 of 2021 (as amended), and the UAE Insurance Authority Board of Directors’
Decision No (25) of 2014 pertinent to Financial Regulations for Insurance Companies.

(b) Basis of measurement

The Branch is not a separate legal entity but meets the definition of a reporting entity under the
Conceptual Framework for IFRS Accounting Standards. All the operating activities of the Branch are
clearly defined and separately managed from the other businesses of the Head office and accounting
records are rmaintained on this basis, The assets of the Branch are for the sole use of the Branch and are
registered in the name of the Branch. Similarly, the liabilities all relate to the Branch’s activities.

The financial statements have been prepared on a historical cost basis, except for financial investments,
which are measured at fair value and the provision for employees’ end of service benefits which are
measured using the projected unit credit method under IAS 19. The Branch’s statement of financial
position is presented broadly in order or liquidity and is not presented using a current/ non-current
classification. However, the following balances would generally be classified as current: cash and cash
equivalents, prepayments and other receivables and accruals and other payables. The following balances
would generally be classified as non-current: net assets attributable to the head office, statutory deposits,
property and equipment and intangible assets. The following balances are of mixed nature (including
both current and non-current portions): financial investments, provision for employees' end of service
benefits, reinsurance contracts assefs, insurance contract assets, insurance contract liabilities and
reinsurance contract liabilities. The Branch did not issue any equity instruments and thus does not present
a statement of changes in equity.

10



American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

{c) Use of estimates and judgements

The preparation of financial statements in conformity with IFRS Accounting Standards requires the use
of certain critical accounting estimates. In the process of applying the Branch’s accounting policies,
management has made the following judgements, apart from those involving estimations, which have
the most significant effect in the amounts recognised in the financial statements.

Management considers the accounting estimates and assumptions discussed below to be its critical
accounting estimates and, accordingly, provides an explanation of ecach below

Areas of potential judgement

Applicability to the Branch

Definition and classification — Whether contracts are within the scope of IFRS 17 and, for
contracts determined to be within the scope of IFRS 17, what measurement model is applicable

For insurance contracts with a coverage period
of more than one year and for which the
Branch applies the Premium Allocation
Approach (“PAA”), the eligibility assessment
might involve significant judgement.

Contracts measured by the Branch with a coverage
period of one year or less are measured under PAA, For
groups which contain contracts with a coverage pericd
longer than one year, PAA eligibility is determined by
applying a range of future scenarios that the Branch
would reasonably expect, within the context of the
particular group. The carrying amount of the Liability
for Remaining Coverage (“LRC™) at each reposting
date under those scenarios is compared between the
PAA and the General Measurement Model (“GMM”).
The Branch applies judgement in selecting the
scenarios for such testing. The Branch has applied such
judgement for Extended Warranty, Plus (Extended
Warranty) and Energy group of insurance contracts.

distinct components

Unit of account — (a) Judgements involved in combination of insurance contracts and separation of

Separation — whether components are
distinct (that is, they meet the separation
criteria)

The Branch applied judgement to a limited numbers of
commercial property and energy groups of contracts to
determine whether survey fees to camy out risk
assessment of a physical premise is a separate
component. Such fees are incurred even in the absence
of the Branch underwriting the risk and hence is
assessed as a separate component and out of scope for
IFRS 17,

Unit of account ~ (b) Insurance contracts aggregation

Judgements involved in the identification of
portfolios of contracts, as required by
paragraph 14 of IFRS 17 (that is, having
similar risks and being managed together).

Not an area of significant judgement for the Branch.
The Branch is a multi-line property and casualty insurer
where each product line is managed independently.
Property and Casualty product lines each have one
group consisting of products that have similar risks and
are managed together.

i1




American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2

Basis of preparation (continned)

(c) Use of estimates and judgements (continued)

Areas of potential judgement

Applicability to the Branch

Unit of aceount — (b) Insurance contracts aggregation (continued)

Aggregation of insurance contracts issued on initial
recognition into groups of onerous contracts, groups of
contracts with no significant possibility of becoming
onerous, and groups of other contracts.

Similar grouping assessment for reinsurance contracts
held. Areas of potential judgements include:

a. the determination of contract sets within
portfolios and whether the Branch has
reasonable and supportable information to
conclude that all contracts within a set would
fall into the same group, and

b. judgements might be applied on initial
recognition to distinguish between non-onerous

contracts (those having no significant
possibility of becoming onerous) and other
contracts.

For contracts measured under the PAA, the assessment of
the likelihood of adverse changes in applicable facts and
circumstances is an area of potential judgement.

Refer to note 3.3.d for a description
of judgements applied by the Branch.

For insurance contracts issued measured under the PAA,
management judgement might be required to assess
whether facts and circumstances indicate that a group of
contracts has become onerous. Further, judgement is
required to assess whether facts and circumstances
indicate that any changes in the onerous group’s
profitability and whether any loss component
remeasurement is required.

This has been considered and the Branch
identified facts or circumstances that
indicated that a group of contracts measured
under the PAA had become onerous. There
were certain Extended Warranty contracts
measured by the Branch in 2023 and 2024
under the PAA that were determined to be
onerous on initial recognition, The Branch
has developed a methodology for
identifying indicators of possible onerous
contracts, which includes historical
combined ratios, expense ratios and
budgeted loss ratios. In addition, the Branch
has developed models for measuring
potential onerous contract losses.

12




American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

(c)

Use of estimates and judgements (continued)

Areas of potential judgement

Applicability to the Branch

Measurement - Fulfilment cash flows

The concept of a contract boundary is used to
determine which future cash flows should be
considered in the measurement of a contract
within the scope of IFRS 17. Judgements might
be involved to determine when the Branch is
capable of repricing the entire contract to reflect
the reassessed risks, when policyhoiders are
obliged to pay premiums, and when premiums
reflect risks beyond the coverage period.

Where features such as options and guarantees
are included in the insurance contracts,
judgement might be required to assess the
Branch’s practical ability to reprice the entire
contract to determine if related cash flows are
within the contract boundary.

An entity can use judgement to determine which
cash flows within the boundary of insurance
contracts are those that relate directly to the
fulfilment of the contracts.

No respective judgement is applicable to the Branch for
the determination of contract boundary.

Refer to note 3.3.f for a description of judgements applied
by the Branch for measurement of fulfilment cash flows.

The Branch performs regular expense studies and uses
judgement to determine the extent to which fixed and
variable overheads are directly attributable to fulfilling
insurance contracts.

Risk adjustment for non-financial risk

The risk adjustment represents compensation
that is required for bearing uncertainty about the
amount and timing of cash flows that arises
from non-financial risk as the insurance contract
is fulfilled. Estimates are made on the degree of
diversification benefits and expected favourable
and unfavourable outcomes in a way that
reflects the Branch’s degree of risk aversion.
The Branch estimates an adjustment for non-
financial risk separately from all other
estimates.

The risk adjustment is calculated at the level of all AIG
entities in scope of IFRS 17, and then allocated down to
the Branch. Each group of insurance contracts of the
Branch are assigned a value in accordance with their risk
profiles. The gross risk adjustment estimation approach
uses a statistical modelling tool to generate anindependent
risk coefficient of variation (CoV). The CoV is used as
inputs and actuarial judgement is exercised to derive the
gross risk adjustment for non-financial risk. The gross and
ceded risk adjustment is calibrated at a 75% level of
sufficiency after considering diversification benefits. The
methods and assumptions used to determine the risk
adjustment for non-financial risk were

not changed in 2025 and 2024.
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American Home Assurance Company ~ Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

(c)

Use of estimates and judgements (continued)

Areas of potential judgenent

Applicability to the Branch

Estimates of fulfilment cash flows to fulfi! insurance contracts

The cash flows related to the Liability for
Incurred Claims (“LIC “)} can generally be
categorized into two distinct groups. One group
is short-tail classes of business consisting
mainly of property, consumer lines, marine and
energy. The other group is long-tail commercial
lines of business consisting of excess and
primary liability, Directors and Officers
(D&0O), professional  liability, employers’
liability, general liability and related classes.

Estimates of expenses-related cash flows

Acquisition cash flows

Short-tail classes do not have a significant delay from the
date of accident to date of report to the Branch and then
settled by the Branch. The estimates for these classes are
more reliant on the case estimate on individual claims and
utilize loss development methodologies in the projection of
the future development of these case estimates.

Long-tail classes generally relate to coverage where
litigation is frequent or where there is an element of bodily
injury, especially in sitvations with long term injury. For
these classes it may take some time from the date of
accident for the claim to emerge and for claims to be settled
from notification date due to the time taken to establish
liabikity. Estimation of ultimate net indemnity losses and
loss expenses for long-tail lines of business is a complex
process and depends on a number of factors, including the
class and volume of business involved as well as the
complexity of the individual claim and the uncertainty of
the business environment. The actuarial methods used by
the Branch for most long-tail commercial lines include loss
development methods and expected loss ratio methods,
including the Bornhuetter-Ferguson method. Exceptional
large claims or events, to the extent that these distort the
historical development, are often removed from the
analysis and considered separately.

Where estimates of expenses-related cash flows are
determined at the portfolio level or higher, they are
allocated to groups of contracts on a systematic basis, such
as activity- based costing method. The Branch has
determined that this method results in a systematic and
rational allocation. Similar methods are consistently
applied to allocate expenses of a similar nature. Expenses
of an administrative policy maintenance nature are
allocated to groups of contracts based on the number of
contracts in force within groups.

Acquisition cash flows are typically allocated to groups of
contracts based on gross premiums written, This includes
an allocation of acquisition cash flows among existing, as
well as future, groups of insurance contracts issued.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

{c) Use of estimates and judgements (continued)

Areas of potential judgement

Applicability to the Branch

Estimates of fulfilment cash flows te fulfil insurance contracts (continued)

Claims settlement-related expenses

Liability for unpaid claims and loss adjustment
expenses

Claims related attributable expenses are allocated
proportionately to all groups based on earning pattern.
Such costs are recorded by the Branch, within claim related
cost centres for accurate identification.

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

The process of establishing liability estimates is subject to
considerable variability as it requires the use of informed
estimates and judgments. These estimates and judgments
are based on numerous factors and may be revised as
additional experience becomes available or as regulations
change. The Branch takes all reasonable steps to ensure that
it has appropriate information regarding the risk of major,
storm, tempest and flood scenarios that exist in the UAE to
estimate its claims exposures. However, given the
uncertainty in establishing claims provisions, it is likely that
the outcome will prove to be different from the original
liability established.

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

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

{c) Use of estimates and judgements (continued)

Areas of potential judgement

Applicability to the Branch

Estimates of fulfilment cash flows to fulfil insurance contracts {(continued)

Liability for unpaid claims and loss
adjustment expenses {continued)

In arriving at booked claims provisions, management also make
allowance for changes or uncertainties which may create
distortions in the underlying statistics, or which might cause the
cost of unsettled claims to increase or reduce when compared
with the cost of previously settled claims including:

U changes in patterns of claim incidence, reporting,
processing, finalisation and payment,

. changes in the legal environment.

. the impact of inflation (both economic/wage and
superimposed).

changes in the mix of business.

the impact of large losses.

the effects of inflation.

movements in industry benchmarks.

medical and technological developments; and
changes in policyholder behaviour.

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

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

Incurred claims are calculated gross of reinsurance. A separate
estimate is made of the amounts recoverable from reinsurers
and third parties under reinsurance contracts.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

2 Basis of preparation (continued)

(c) Use of estimates and judgements (continued)

Areas of potential judgement

Applicability to the Branch

Estimates of fulfilment cash flows to fulfil insurance contracts (continued)

Discount rates

The LIC and AIC (“Asset for
incurred claims™) for reinsurance
contracts held are discounted where
applicable.

The Branch will apply a bottom-up approach to derive the discount
rates applied to its insurance contracts based on the risk-free rates for
the currency of each insurance contract with an illiquidity adjustment
to adjust the risk-free yield curves (which requires interpolation
between market observable points between the current date and the
last observable point, and extrapolation beyond the last observable
point) to reflect the illiquid nature of the insurance contracts. The
illiquidity adjustment takes into account the difference between the
liquidity characteristics of the group of insurance contracts and the
liquidity characteristics of the assets used to determine the yield curve.

Discount Rate (Bottom-up) = Risk-free yield curve + illiquidity
premium {“ILP™). The Branch considers the following two bases for
defining the risk-free yield curve:

- Government bond yields (USD risk free rates); and

- Inter-bank swaps.

For bottom-up approach, observable market information is available
for up to 25 years.

The yield curves that were used to discount estimates of future cash flows to fulfil insurance

contracts are as follows:

31 December 2025
1 year 2 years 3 years 5 years 10 years 25 years
Risk free rate + ILP 3.70% 3.76% 3.89% 4.20% 4.99% 5.84%
Country risk premiums 0.64 % 0.64% 0.64% 0.64% 0.64% 0.64%
Total 4.34% 440%  4.53% 4.84% 5.63% 6.48 %
Iliquidity premium 0.22% 0.29% 0.34% 0.45% 0.69% 0.69 %
31 December 2024
1 year 2 years 3 years 5 years 10 vears 25 years
Risk free rate + ILP 4.35% 4.52% 4.59% 4.75% 5.38% 3.91%
Country risk premiums 0.72% 0.72% 0.72% 0.72% 0.72% 0.72%
Total 5.07% 5.24% 5.31% 547% 6.10% 6.63%
Tliquidity premium 0.19% 0.26% 0.31% 0.36% 0.70% 0.94%
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

3 Summary of material accounting policies

The material accounting policies applied in the preparation of these financial statements are summarised
below. These policies have been consistently applied to each of the years presented, unless otherwise

presented,

3.1 New and revised IFRS Accounting Standards and interpretations applied on the financial
statements.

The following new and revised IFRS Accounting Standards, which became effective for annual periods
beginning on or after 1 January 2025, have been adopted in these financial statements. The application of
these revised IFRS Accounting Standards has not had any material impact on the amounts reported for the
current and prior years but may affect the accounting for future transactions or arrangements.

Amendments to IAS 21 The Effects of Changes in Foreign Exchange Rates relating to Lack of
Exchangeability

Other than the above, there are no other significant IFRS Accounting Standards and amendments that were
effective for the first time for the financial year beginning on or after 1 January 2025.

3.2 New and revised IFRS Accounting Standards issued but not yet effective and not early
adopted

The Branch has not early adopted the following new and revised standards that have been issued but are
not yet effective. The management is in the process of assessing the impact of the new requirements.

Effective for

annual periods
beginning on or

New and revised IFRS Accounting Standards after
Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial 1 January 2026

Instruments Disclosures regarding the classification and measurement of

IFRS 18 Presentation and Disclosures in Financial Statements
1 January 2027

IFRS 19 Subsidiaries without Public Accountability: Disclosures 1 January 2027

Amendment to IFRS 10 Conseolidated Financial Statements and IAS 28 Effect;

Investments in Associates and Joint Ventures relating to treatment of sale . ectwe' date
deferred indefinitely.

or

The application of these new and revised IFRS Accounting Standards is not expected to have any
material impact on the amounts reported for the current and prior periods.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

3 Summary of material accounting policies (continued)
33 Accounting policies for insurance and reinsurance contracts

The Branch's material accounting policies for insurance and reinsurance contracts are set out in the below
note.

(a) Summary for measurement approach

The Branch applies the simplified measurement model, the Premium Allocation Approach (“PAA™) to
all the insurance contracts it issues and reinsurance contracts that it holds. The Branch issues general
insurance products to individuals and companies. The insurance contracts include Accident & Health —
Miscellancous, Accident & Health Group, Accident & Health Individual Travel, Commercial Property,
Commercial Auto, Cyber, Energy, Excess Casualty, Extended Warranty, Fidelity, Marine,
Miscellaneous Financial Lines, Management Liability Commercial, Management Liability Fidelity,
Personal Consamer Group, Personal Auto, Personal Property, Professional Indemnity, Primary Casualty,
Small Business Solutions (“SBS™) ~ Casunalty, Small Business Solutions — Property, Trade Credit, Plns
(Extended Warranty) and Workmen Compensation. These products offer protection of a policyholder’s
assets and indemnification of other parties that have suffered damage as a result of a policyholder’s
accident. The reinsurance contracts include quota share proportional treaty, facultative reinsurance
arrangement and accident year stop loss reinsurance arrangement,

(b) Definition and classification

A contract is recognized as an insurance contract if it involves the assumption by the Branch of
significant insurance risk. Insurance rsk is transferred to the Branch where it agrees to compensate a
policyholder if a specified uncertain future event, other than those caused by changes in a financial
variable such as interest and foreign exchange rates, adversely affects the policyholder. In making this
assessment all substantive rights and obligations including those arising from law and regulation are
considered on a contract-by-contract basis. The Branch uses judgement to assess whether a contract
transfers insurance risk (i.e., if there is a scenario with commercial substance in which the Branch has
the possibility of a loss on a present value basis) and whether the insurance risk accepted is significant.
Once a contract has been classified as an insurance contract, it remains an insurance contract until
derecognized even if the insurance risk becomes insignificant during this period. In the ordinary course
of business, the Branch places reinsurance with affiliated and unaffiliated reinsurance companies to
manage exposures by limiting its maximum net loss ansing from large risks or catastrophic events and
protect the capital position of the Branch. A reinsurance contract is deemed to transfer significant
insurance risk if it transfers to the reinsurer substantially all the insurance risk from the reinsured portion
of the underlying insurance contracts, even if it does not expose the reinsurer to the possibility of a
significant loss. Contracts that have a legal form of insurance but do not transfer significant insurance
risk and expose the Branch to financial risk are classified as investment contracts, and they follow
financial instruments accounting under IFRS 9. The Branch does not have such investment contracts.

A variety of traditional reinsurance products are used in connection with the Branch’s risk management
strategy. These products include quota share reinsurance and accident year stop loss reinsurarice
coniracts, which are designed to limit exposure to potentially substantial losses which cover all lines of
business. Facultative reinsurance is also used to manage large policy specific individual risk exposures.
All references to insurance contracts’ in these financial statements apply equally to insurance contracts
issued or acquired (including assumed reinsurance contracts from reinsurance and insurance companies)
and reinsurance contracts held, unless specifically stated otherwise.
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American Home Assurance Company ~ Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

3 Summary of material accounting policies (continued)

3.3 Accounting poficies for insurance and reinserance contracts {(continued)

(c) Combination and separation of insurance contracts

Before measuring an insurance contract under the requirements of IFRS 17, the Branch evaluates

whether the contract contains components that should be separated. IFRS 17 distinguishes the following

categories of non-insurance components that are required to be identified and accounted for separately:

e Cash flows related to embedded derivatives identified and, where applicable, measured applying
IFRS 6.

e (Cash flows related to distinct investment components measured applying IFRS 9; and

e Promises to transfer distinct goods or non-insurance services, measured applying IFRS 15, Revenue
from Contracts with Customers (“IFRS 157).

The Branch applies IFRS 17 to all remaining components of the contract that are not separated. Where
multiple insurance components are incorporated into a single contract, these multiple insurance
components are measured separately where facts and circumstances indicate that separation more
appropriately reflects the economic substance of the contract,

A Hmited number of Energy and Commercial Property insurance conitracts contain survey fees
arrangements where the Branch will recoup the cost of performing risk assessment irrespective of the
risk being accepted. The Branch assessed such fees be highly independent of the insurance component;
as a result, they are considered separate non-insurance components and are accounted for separately.
Such fees are recognised as per IFRS 15. Where a set or series of insurance contracts is issued to the
same or a related counterparty and achieves, or is designed to achieve, an overall commercial effect, the
Branch combines the set or series of contracts to reflect the economic substance of the individual
contracts. The Branch does not have any contracts that require further separation or combination of
insurance contracts.

(d) Unit of account

The Branch identifies porifolios by aggregating insurance contracts that are subject to similar risks and
managed together. In grouping insurance contracts into portfolios, the Branch considers the similarity
of risks rather than the specific labelling of product lines. The Branch has determined that all contracts
within each product line, as defined for management purposes, have similar risks. Therefore, when
contracts are managed together, they represent a portfolio of contracts. Each portfolio is further
disaggregated into groups of contracts that are issued within a calendar year (annual cohorts) and are (i)
contracts that are onerous at initial recognition; (i) contracts that at initial recognition have no significant
possibility of becoming onerous subsequently; or (iii) a group of remaining contracts. These groups
represent the level of aggregation at which insurance contracts are initially recognised and measured.
Such groups are not subsequently reconsidered.

For each portfolio of contracts, the Branch determines the appropriate level at which reasonable and
supportable information is available to assess whether these contracts are onerous at initial recognition
and whether non-onerous contracts have a significant possibility of becoming onerous. This level of
granularity determines sets of contracts. The Branch uses significant judgement to determine at what
level of granularity the Branch has reasonable and supportable information that is sufficient to conclude
that all contracts within a set are sufficiently homogeneous and will be allocated to the same group
without performing an individual contract assessment.

The Branch combines its direct and inward business into groups as the risk profile of such business is
similar. Management uses judgement in establishing its various groups, the drivers considered include
the lines of businesses, that it insures.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting pelicies (continued)
33 Accounting policies for insurance and reinsurance contracis (continued)

(d) Unit of account {continued)

For contracts measured using the PAA, the Branch assumes that no such contracts are onerous at initial
recognition, unless facts and circumstances indicate otherwise. If facts and circumstances indicate that
some contracts are onerous, an additional assessment is performed to distinguish onerous contracts
from non-onerous ones. For non-onerous contracts, the Branch assesses the likelihood of changes in
the applicable facts and circumstances in the subsequent periods in determining whether contracts have
a significant possibility of becoming onerous.

Portfolios of reinsurance contracts held are assessed for aggregation separately from portfolios of
insurance contracts issued. Applying the grouping requirements to reinsurance contracts held, the Branch
aggregates reinsurance contracts held concluded within a calendar year (annual cohorts) into groups of:
(i) contracts for which there is a net gain at initial recognition, if any; (ii) contracts for which, at initial
recognition, there is no significant possibility of a net gain arising subsequently; and (iii} remaining
contracts in the portfolio, if any. Reinsurance contracts held are assessed for aggregation requirements
on an individual contract basis. The Branch tracks internal management information reflecting historical
experiences of such contracts’ performance. This information is used for setting pricing of these contracts
such that they result in reinsurance contracts held in a net cost position without a significant possibility of
a net gain arising subsequently.

(e) Recognition and derecognition

The Branch initially recognizes a group of insurance contracts issued from the earlier of the following:

e The beginning of the coverage period;

e The date when the first payment from a policyholder in the group becomes due or, if there is no due
date, actually received; and

e The date when the Branch determines that the group becomes onerous.

The Branch recognizes a group of reinsurance contracts held that cover losses of separate (underlying)
insurance contracts on a proportionate basis (proportionate or quota share reinsurance) at the later of:
¢ The beginning of the coverage period of the group of reinsurance contracts held; or

® The date of initial recognition of any underlying insurance contract.

A group of reinsurance contracts held that cover aggregate losses from underiying contracts in excess of
a specified amount (non-proportionate reinsurance contracts, such as accident year stop loss reinsurance)
is recognized at the beginning of the coverage period of the group of reinsurance contracts held, unless
the Branch entered into the reinsurance contract held at or before the date when an onerous group of
underlying contracts is recognised prior to the beginning of the coverage period of the group of
reinsurance contracts held, in which case the reinsurance contract held is recognised at the same time as
the group of underlying insurance contracts is recognised. Only contracts that individually meet the
recognition criteria at the reporting date are included within the groups. Where contracts meet the
recognition criteria after the reporting date, they are added to groups in the reporting period in which the
recognition criteria are met, subject to meeting the annual cohorts’ requirements. The composition of
groups is not reassessed in subsequent periods.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting policies (continued)
33 Accounting policies for insurance and reinsurance contracts {continued)

{e) Recognition and derecognition (continued)

Accounting for contract medification and derecognition

An insurance contract is derecognized when:

e it is extinguished (i.e., when the obligation specified in the insurance contract expires or is
discharged or cancelled); or

e the contract is modified, subject to certain conditions discussed below being met.

Where the terms of a contract are modified by agreement between the parties to the contract or by a
change in regulation, the Branch accounts for any changes in expected fulfilment cash flows (“FCF”) as
a change in estimates unless any of the following conditions are present, in which case the Branch
derecognizes the original contract and treats the modified contract as & new contract. The relevant
conditions are that;
&) [If the modified terms had been included in the contract at its inception and the Branch would have
concluded that;
i. The modified contract would not have been within scope of IFRS 17.
ii. The Branch would have separated different components from the host contract, resulting in
different insurance components to which IFRS 17 is applied.
iii. The modified contract would have a different contract boundary; or
iv. The modified contract would have been in a different group.

b) The original contract was accounted for under the PAA, but the modifications mean that the contract
no longer meets the eligibility criteria for that approach.

When a new contract is required to be recognised as a result of modification and it is within the scope
of IFRS 17, the new contract is recognised from the date of modification and is assessed for, amongst
other things, contract classification, component separation requirements and contract aggregation
requirements.

When an insurance contract accounted for under the PAA is derecognised, adjustments to remove related
rights and obligations to account for the effect of the derecognition result in the following amounts being
charged immediately to profit or loss:

i) if the contractis extinguished, any net difference between the derecognised part of the LRC of the
original contract and any other cash flows arising from extinguishment.

if) if the contract is transferred to the third party, any net difference between the derecognised part of
the LRC of the original contract and the premium charged by the third party; or

iit) if the original contract is modified resulting in its derecognition, any net difference between the
derecognised part of the LRC and the hypothetical premium that the Branch would have charged if
it had entered into a contract with equivalent terms as the new contract at the date of the contract
modification, less any additional premium charged for the modification.

22



American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2023 (Continued)
3 Summary of material accounting policies (continued)
33 Accounting policies for insurance and reinsurance contracts (continued)

@ Measurement
Fulfilment cash flows (“FCF*’) within the contract boundary

The FCF are current estimates of all the future cash flows within the boundary of a group of contracts
that the Branch expects to collect from premiems and disburse for claims and related expenses, adjusted
32

to reflect the timing and uncertainty of those amounts.

The estimates of fulfilment cash flows are:

¢ A probability weighted mean of the full range of expected outcomes;

s Reflective of the perspective of the Branch, if estimates of any relevant market variables are
consistent with observable market prices for those variables.

e Current, reflecting conditions existing at the measurement date; and
Explicit — the Branch estimates the adjustment for non-financial risk separately from other
estimates. Cash flows are also estimated separately from the adjustment for the time value of money
and financial risk, except where the most appropriate measurement technique combines these
estimates,

The estimates for fulfilment cash flows are adjusted using the current discount rates to reflect the time

value of money and the financial risks related to those cash flows, to the extent that financial risks are

not included in the estimates of fulfilment cash flows. The discount rates applied to the fulfilment cash

flows:

* Reflect the time value of money, the characteristics of the cash flows and the liguidity characteristics
of the insurance contracts.

®  Are consistent with observable current market prices {where available) for financial instruments with
cash flows with characteristics similar to those of the insurance contracts, including in terms of
timing, currency and liguidity; and

* Excludes the effect of factors that influence the observable market prices but that do not impact the
fulfilment cash flows of the insurance contracts.

An explicit risk adjustment for non-financial risk is estimated separately from other components of
measurement. For contracts measured under the PAA, provided the contracts are not onerous, the explicit
risk adjustment for non-financial risk is only estimated for the Liability for incurred claims (“LIC™).

Risk of the Branch’s non-performance is not included in the measurement of the groups of contracts
issued.

In the measurement of reinsurarnce contracts held, the present value of the probability weighted mean of
fulfilment cash flows includes an allowance for potential credit losses and other disputes of the reinsurers
to reflect the non-performance risk of the reinsurers.

The Branch uses consistent assumptions to measure the estimates of the present value of the fulfilment
cash flows for groups of reinsurance contracts held as for the estimates for the groups of underlying
insurance contracts.

The Branch estimates certain FCF at the portfolio level or higher and then allocates such estimates to
groups of contracts.
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American Home Assurance Company - Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting policies (continued)

33 Accounting policies for insurance and reinsurance contracts (continued)

§9] Measurement (continued)
Contract boundary

The measurement of a group of insurance contracts includes all the cash flows within the boundary of
each contract in the group. The assessment of the contract boundary is reviewed every reporting period.

Cash flows are within the boundary of an insurance contract if they arise from substantive rights and

obligations that exist during the reporting period in which the Branch can compel the policyholder to

pay premiums or the Branch has a substantive obligation to provide the policyholder with insurance

contract services. A substantive obligation to provide insurance contract services ends when:

a) The Branch has the practical ability to reprice the risks of the policyholder and, as a result, can set
a price or level of benefits that fully reflects those risks; or

b) Both of the following criteria are satisfied:

i The Branch has the practical ability to reassess the risks of the portfolio of insurance
contracts that contains the contract and, as a result, can set a price or level of benefits that
fully reflects the risk of that portfolio; or

. The pricing of the premiums up to the date when the risks are reassessed does not consider
the risks that relate to periods after the reassessment date.

In assessing the practical ability to reprice, the Branch considers all risks transferred from the
policyholder to the Branch, such as insurance risk and financial risk; with other non-policyholder risks,
such as lapse or surrender and expense risk, being excluded.

Cash flows outside of the boundary of the insurance contract are excluded from measurement. These
cash flows relate to future insurance contracts.

For groups of reinsurance contracts held, cash flows are within the contract boundary if they arise from
substantive rights and obligations of the Branch that exist during the reporting period in which the
Branch is compelled to pay amounts to the reinsurers or in which the Branch has a substantive right to
receive insurance contract services from the reinsurers.

The Branch’s quota share reinsurance contracts held have an unlimited duration but are cancellable for
new business giving to the reinsurer at least 90 days written notice by certified mail, or at any time upon
mutual consent of the parties. Similarly, the Branch’s accident year stop loss reinsurance is cancellable
from the anniversary date of the contract thereby compelling the Reinsurer to provide services for 12
months. This cancellation period is incloded within the contract boundary of the reinsurance contracts.
Estimates of fulfilment cash flows arising from all underlying contracts either: issued at the reporting
date; or, expected to be issned during the cancellation period after the reporting date, are included in
each of the reinsurance contracts’ measurement.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)

3 Summary of material accounting policies (continued)

3.3 Accounting policies for insurance and reinsurance contracts (continued)

() Measurement {continued)
Contract boundary (continued)

The accident year stop loss reinsurance contracts held provide coverage for claims incurred during an
accident year, Therefore, all cash flows arising from claims incurred and expected to be incurred in the
accident year are included in the measurement of the reinsurance contracts held.

Cash flows that are not directly attributable to a portfolio of insurance contracts, such as some product
development and training costs, are recognised in “other operating expenses” as incurred.

Insurance acquisition cash flows

Insurance acquisition cash flows represent cash flows arising from the costs of selling, underwriting and
starting a group of insurance contracts (issued or expected to be issued). Insurance acquisition cash flows
are allocated to groups of insurance contracts on a systematic and rational basis.

Such costs include:
. Costs directly attributable to individual contracts and groups of contracts; and
. Costs directly attributable to the portfolio of insurance contracts to which the group belongs.

Where insurance acquisition cash flows have been paid or incurred prior to the recognition of the related
group of insurance contracts in the statement of financial position, a separate asset for insurance
acquisition cash flows is recognized for each related group.

An asset for insurance acquisition cash flows is derecognized and inciuded in the measurement of the
group of insurance contracts when the group to which they are allocated is initially recognized. Where,
in a reporting period, the Branch only recognizes some of the insurance contracts expected to be included
in the group, the Branch determines the related portion of the asset for insurance acquisition cash flows
for the group on a systematic and rational basis, taking into consideration the expected timing of
recognition of contracts in the group. The Branch derecognizes that portion and includes it in the
measurement of the group of insurance contracts.

At the end of each reporting period, the Branch assesses the recoverability of any asset for insurance
acquisition cash flows. If facts and circumstances indicate that the asset may be impaired, the Branch
adjusts the carrying amount of the asset and recognizes an impairment loss in the statement of profit or
loss. To the extent that an impairment condition no longer exists or has improved, the Branch recognizes
a reversal of some or all of an impairment previously recognized and increases the carrying amount of
the asset.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Surnmary of material accounting policies (continued)

33 Accounting policies for insurance and reinsurance contraets (continued)
) Measurement (continued)

Insurance acquisition cash flows (continued)

The recoverability assessment is performed in two steps, as follows:

1. an impairment loss is recognised to the extent that the carrying amount of each asset for insurance
acquisition cash flows exceeds the expected net cash inflow as determined by the FCF as at initial
recognition for the related group of insurance contracts;

2. in addition, when insurance acquisition cash flows directly attributable to a group of contracts are
allocated to groups that include expected contract renewals, such insurance acquisition cash flows
should not exceed the expected net cash inflow from the expected renewals as determined by the
FCF as at initial recognition for the expected renewals; an impairment loss is recognised for the
excess to the extent not recognised in step (1) above,

Risk adjustment for non-financial risk

The risk adjustment for non-financial risk is the compensation the Branch requires for bearing the
uncertainty about the amount and timing of the cash flows that arises from nop-financial risk as the
Branch fulfils its insurance contracts. For reinsurance contracts held, the risk adjustment for non-
financial risk represents the amount of risk being transferred by the Branch to the reinsurer. The Branch
presents the entire change in risk adjustment as part of insurance service results. The methodology and
assumptions used to determine the risk adjustments are disclosed in note 2c¢ of the financial statements.

(g) Initial and subsequent measurement - groups of contracts measured under the PAA,

The Branch uses the PAA for measuring insurance and reinsurance contracts where:
. The coverage period of the contracts is one year or less.

- Which include the following types of insurance contracts: Accident & Health — Miscellaneous,
Accident & Health Group, Accident & Health Individual Travel, Commercial Property,
Commercial Auto, Cyber, Excess Casualty, Fidelity, Marine, Miscellaneous Financial Lines,
Management Liability Commercial, Management Liability Fidelity, Personal Consumer Group,
Personal Auto, Personal Property, Professional Indemnity, Primary Casualty, SBS - Casualty,
SBS — Property, Trade Credit, Workmen Compensation and reinsurance contracts which include
quota share proportional and accident year stop loss
or

. The Branch has determined that the Liability for Remaining Coverage (“LRC") measured under
the PAA for a group of insurance contracts would not differ materially from the LRC measured
under the GMM which include Energy, Extended Warranty, Plus (Extended Warranty).

For insurance contracts issued, insurance acquisition costs allocated to a group are deferred and
recognized over the coverage period of the contracts in a group. For reinsurance contracts held
reinsurance commission is recognised over the coverage period of contracts in a group.

Initial recognition

For insurance contracts issued, the Branch measures the LRC for the group of insurance contracts:

a) at the amount of premivms received, if any, in cash; plus/less
b) any insurance acquisition cash flows at that date.
c) any amounts arising from the derecognition at that date of:

(i) any asset for insurance acquisition cash flows; and
(if) any other asset or liability previously recognized for cash flows related to the group of
contracts.
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33 Accounting policies for insurance and reinsurance contracts {continued)

(2) Initial and subsequent measurement — groups of contracts measured under the PAA
(continued)

Initial recognition (continued)

The Branch does not adjust the LRC for insurance contracts issued and the remaining coverage for
reinsurance contracts held for the effect of the time value of money, because insurance premiums are
due within the coverage period of contracts, which is generally one year or less. There are no investment
components within insurance contracts issued and reinsurance contracts held that are measured under
the PAA. For reinsurance contracts held, the asset for remaining coverage is measured at the amount of
ceding premiums paid, less ceding commission teceived from the reinsurer and any amounts arising
from the derecognition of any other relevant pre-recognition cash flows.

Subsequent measurement

For insurance contracts issued, the carrying amount of a group of insurance contracts at the reporting

date is the sum of:

a) The Liability for Remaining Coverage (“LRC™), measured as discussed below: and

b) The Liability for Incurred Claims (“L¥C”), comprising the Fulfilment Cash Flows {(“FCF”)
related to past service allocated to the group at the reporting date.

At each subsequent reporting date, the LRC for a group of insurance contracts is comprised of:

a) The amount of the LRC at the beginning of the period; plus

b) Premiums received in cash during the period, less.

c) Insurance acguisition cash flows paid during the period; less.

d) Amount of expected premiums recognised as insurance revenue for services provided in the
period; plus.

¢} Amortization of insurance acquisition cash flows recognized as insurance service expenses or
services provided in the period; plus, or minus.

) Losses on onerous contracts and reversal of those losses.

For reinsurance coniracts held, the carrying amount of a group of insurance contracts at the reporting

date is the sum of:

a) The remaining coverage: and

b) The Asset for Incurred Claims (“AIC”), comprising the FCF related to past service allocated to the
group at the reporting date.

At each subsequent reporting date, the Asset for Remaining Coverage (“ARC”) for a group of

reinsurance contracts held is comprised of:

a) The amount of the remaining coverage at the beginning of the period; plus

b) Ceding premiums paid net of ceding commissions received in cash during the period; less.

¢} Amounts of ceding premiums net off ceding commissions earned are recognized as reinsurance
expenses for services received in the period.
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33 Accounting policies for insurance and reinsurance contracts (continued)

(g) Initial and subsequent measurement - group of contracts measured under the PAA
{continued)

Subsequent measurernent (continued)

The Branch measures the liability for incurred claims for the group of insurance contracts at the
fulfilment cash flows relating to incurred claims. Fulfilment cash flows are adjusted for the time value
of money where typically the settlement period is over one year. However, the Branch applies time value
of money to the cash flows within LIC irrespective of the settlements. The LIC includes the Branch’s
Hability to pay valid claims for insured events that have already incurred, other incurred insurance
expenses arising from past coverage service and the liability for claims incurred but not yet reported. It
also includes the Branch’s liability to pay amounts the Branch is obliged to pay the policyholder under
the contract. This includes repayment of investment components when a contract is derecognised if any.
The current estimate of LIC comprises the fulfilment cash flows related to current and past service
allocated to the Branch at the reporting date and risk adjustment for non-financial risk.

Onerous contracts

Where a group of insurance contracts is onerous, either at initial recognition or subsequently, the Branch
increases the carrying amount of the LRC to be equivalent to the FCF determined under the GMM, with
the increase recognized immediately in insurance service expenses and presented as a loss component
of the LRC for the group. In subsequent periods, the Branch amortizes the loss component of the LRC,
decreasing insurance service expenses. The reversal of the loss component is based on the passage time
over the remaining coverage period of contracts included within the onerous group. Where facts and
circumstances indicate that the expected profitability of the onerous group during the remaining
coverage period has changed, the Branch remeasures the FCF, applying the principles of the GMM, and
recognizes any change in the FCF by adjusting the loss component until the loss component is reduced
to zero.

When a loss is recognised on initial recognition of an onerous group of underlying insurance contracts
or on addition of onerons underlying insurance contracts to that group, the carrying amount of the asset
for remaining coverage for reinsurance contracts held measured under the PAA is increased by the
amount of income recognised in profit or loss and a loss-recovery component is established or adjusted
for the amount of income recognised. The referred income is calculated by multiplying the loss
recognised on underlying insurance contracts by the percentage of claims on underlying insurance
contracts that the Branch expects to recover from the reinsurance contract held that are entered into
before or at the same time as the loss is recognised on the undesrlying insurance contracts. When
underlying insurance contracts are included in the same group with insurance contracts issued that are
not reinsured, the Branch applies a systematic and rational method of allocation to determine the portion
of losses that relates to underlying insurance contracts.

When a loss is recognized on initial recognition of an onerons group of underlying insurance contracts,
the Branch adjusts the carrying amount of the asset for remaining coverage by the amount of income
recognized in profit or loss and establishes or adjusts a loss-recovery component of the asset for
remaining coverage (ARC) for income recognized.
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33 Accounting policies for insurance and reinsurance contracts (continued)
(h) Amounts recognized in total comprehensive income

> Insurance service result from insurance contracts issued

Insurance revenue

As the Branch provides insurance contract services under the group of insurance contracts, it reduces
the LRC and recognises insurance revenue. The amount of insurance revenue recognised in the reporting
period depicts the transfer of promised services at an amount that reflects the portion of consideration
that the Branch expects to be entitled to in exchange for those services. For groups of contracts measured
under the PAA, the Branch allocates expected premium receipts and recognizes insurance revenue
during the coverage period based on the passage of time, unless the expected pattern of release from risk
during the coverage period differs significantly from the passage of time (extended warranty, plus
(extended warranty) and energy), in which case the allocation is made on the basis of the expected timing
of incurred insurance service expenses.

> Insurance service expenses

Insurance service expenses include the following:

a} incurred claims and benefits,

b) other incurred directly attributable expenses, including amounts of any other pre-recognition cash
flows assets (other than insurance acquisition cash flows) derecognised at the date of initial
recognition if any.

¢) insurance acquisition cash flows amortisation.

d) changes that relate to past service — changes in the FCF relating to the LIC.

e) changes that relate to future service — changes in the FCF that result in onerous contract losses or

reversals of those losses; and
f) insurance acquisition cash flows assels impairment, net of reversals; if any

For contracts measured under the PAA, amortization of insurance acquisition cash flows is based on the
passage of time. Other expenses not meeting the above categories are included in ‘other operating
expenses’ in the statement of profit or loss and other comprehensive income.

> Net expenses from reinsurance contracts held

The financial performance of groups of reinsurance contracts held is presented on a net basis comprising:
a) reinsurance expenses.

b) incurred claims recovery,
¢} changes that relate to past service — changes in the FCF relating to incurred claims recovery.

d) effect of changes in the risk of reinsurers’ non-performance, if any; and
e) Income oninitial recognition of onerous underlying contracts,

Reinsurance expenses are recognized similarly to insurance revenue. The amount of reinsurance
expenses recognized in the reporting period depicts the transfer of reinsurance services received at an
amount that reflects the portion of ceding premium the Branch expects to pay in exchange for those
services. For groups of reinsurance contracts held measured under the PAA, the Branch recognizes
reinsurance expenses based on the passage of time over the coverage period of a group of contracts.

Ceding commissions that are not contingent on claims of the underlying contracts issued reduce ceding

premiums and are accounted for as part of reinsurance expenses. Ceding commissions that are contingent
on claims of the underlying contracts issued reduce incurred claims recovery.

29



American Home Assurance Company ~ Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting policies (continued)

33 Accounting policies for insurance and reinsurance contracts {continued)
(h) Amounts recognized in total comprehensive income (continued)

> Insurance finance income or expenses

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

¢ The effect of the time value of money and changes in the time value of money; and

s The effect of financial risk and changes in financial nisk.

For groups of insurance contracts measured under the PAA, the main amounts within insurance finance
income or expenses are;

s Interest accreted on LIC and ATC.

» The effect of changes in interest rates and other financial assumptions; and

¢ Foreign exchange differences arising from contracts denominated in a foreign currency; if any.

The Branch includes all insurance finance income or expense for the year in profit or loss and does not
apply the other comprehensive income (“OCI”) option.

34  Accounting policies for financial instruments

Financial assets at FVOCI

A debt instrument is measured at FVOCT only if it meets both of the following conditions and is not

designated as at FVTPL:

s the asset is held within a business model whose objective is achieved by both coilecting
contractual cash flows and selling financial assets; and

® the contractual terms of the financial asset give rise on specified dates to cash flows thatare solely
payments of principal and interest on the principal amount outstanding.

FVOCI debt instruments are subsequently measured at fair value with gains and losses arising due to
changes in fair value recognized in Other Comprehensive Income (OCI). Interest income and foreign
exchange gains and losses are recognized in the statement of profit or loss.

For an equity investment that is not held for trading, the Branch may irrecoverably elect to present
subsequent changes in fair value in OCI. This election is made on an instrument-by- instrument basis on
initial recognition.

The Branch classifies its financial instruments into the following categories:
Type of financial Classification  Reason

instrument

Corporate and Cash flows represent SPPI; hold to collect and sell
government bonds FVO(CI business model;
Cash and cash Amortised Cost  Cash flows represent SPPI; hold to collect business
equivalents (“AC™) model

Cash flows represent SPPI; hold to collect business
Statutory deposits Amortised Cost model

Cash flows represent SPPT; hold to collect business
Other receivables Amortised Cost model
Other payables Amortised Cost  Mandatory
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3.4  Accounting policies for financial instruments (continued)

Financial instruments comprise of financial assets and financial liabilities. Financial assets include
statutory deposits, cash and cash equivalents, financial investments and other receivables. Financial
liability consists of other payables. The fair values of the financial assets and liability are not materially
different from their carrying values due to their short-term nature.

a) Investments and other financial assets
(i) Classification

The Branch classifies its financial assets in the following measurement categories:
¢ those to be measured at Fair value through other comprehensive income (“FVOCT”)
¢ those to be measured at Amortised cost (“AC”)

The classification depends on the Branch’s business model for managing the financial assets and the
contractual terms of the cash flows. For assets measured at fair value through profit or loss, gains and
losses will be recorded in profit or loss. The Branch reclassifies debt investments when and only when
its business model for managing those assets changes.

(i) Recognition and derecognition

Regular way purchases and sales of financial assets are recognised on the trade date, the date on which
the Branch commits to purchase or sell the asset. Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired or have been transferred and the Branch has
transferred substantially all the risks and rewards of ownership.

Measurement

At initial recognition, the Branch measures a financial asset at its fair value plus, transaction costs that
are directly attributable to the acquisition of the financial asset.

Debt investments are those financial instruments that meet the definition of a financial liability from the
issuer’s perspective, such as government bonds and corporate debt. Subsequent measurement of debt
instruments depends on the Branch’s business model for managing the asset and the cash flow
characteristics of the asset. There are three measurement categories for the debt instruments:

> Amortised cost: Assets that are held for collection of contractual cash flows where those cash
flows represent solely payments of principal and interest are measured at amortised cost. Interest
income from these financial assets is calculated using the effective interest rate method. Any
gain or loss arising on derecognition is recognised directly in the statement of profit or loss
together with foreign exchange gains and losses. Impairment losses are included within the
statement of profit or loss. This is applicable to the Branch.
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34 Accounting policies for financial instruments (continued)
a) Investments and other financial assets {continued)
(ii)  Recognition and derecognition (continued)

Measurement (continued)

»  FVOCL Assets that are held for collection of contractual cash flows and for selling the financial
assets, where the assets’ cash flows represent solely payments of principal and interest, are
measured at FVOCI. Movements in the carrying amount are taken through OCI, except for the
recognition of impairment gains or losses, interest income, amortisation of premiums/discount
and foreign exchange gains and losses which are recognised in statement of profit orloss. When
the financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is
reclassified from OCI to the statement of profit or loss. Interest income from these financial
assets is included in “interest income from financial assets™ using the effective interest rate
method. This is applicable to the Branch.

> FVTPL: Assets that do not meet the criteria for amortised cost or FVOCI are measured at
FVTPL. A gain or loss on a debt investment that is subsequently measured at FVTPL is
recognised in the statement of profit or loss in the period in which it arises. The Branch does not
have any financial assets measured at FVTPL.

Cash and cash equivalents
For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand, deposits
held at call with financial institutions, other short-term, highly liquid investments with original maturities

of three months or less that are readily convertible into known amounts of cash, and which are subject to
an insignificant risk of change in value.

Statutory deposits

Statutory deposits are initially measured at fair value and subsequently measured at amortised cost.
Deposits held with banks are within the scope of IFRS 9 expected credit loss calculation for the
assessment of impairment.

Other receivables

Other receivables are recognised initially at fair value and subsequently are measured at amortised cost

using the effective interest method, less impairment provision. The Branch holds the other receivables
with the objective to collect the contractual cash flows.
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3.4  Accounting policies for financial instruments (continued)
a) Investments and other financial assets {continned)

(ii)  Recognition and derecognition (continued)

Measurement {continued)

Financial liabilities

The Branch recognises a financial liability when it first becomes a party to the contractual rights and
obligations in the contract. All financial liabilities are initially recognised at fair value, minus (in the
case of a financial liability that is not at FYTPL) transaction costs that are directly attributable to issuing
the financial liability. Financial liabilities are measured at amortised cost unless the Branch opted to
measure 3 liability at FVTPL. A financial liability is derecognised when the obligation under the liability
is discharged or cancelled or expires. All loans and borrowings are initially recognised at fair value less
directly attributable transaction costs. After initial recognition, interest bearing loans and borrowings are
subsequently measured at amortised cost using the effective interest method.

Financial liabilities included in other payables are recognised initially at fair value and subsequently at
amortised cost. The fair value of a non-interest-bearing liability is its discounted repayment amount. If
the due date of the liability is less than one year, discounting is omitted.

Offsetting financial instruments

Financial assets and liabilities are offset, and the net amount reported in the statement of financial
position only when there is a legally enforceable right to offset the recognised amounts and there is an
intention to settle on a net basis, or to realise the asset and settle the liability simultaneously.

Other reclassification

As at 31 DPecember 2024, the Branch presented statutory deposits below property and equipment and
intangible assets in the statement of financial position to reflect a better presentation in terms of order of

Liquidity.
Impairment

The Branch assesses on a forward-looking basis the expected credit losses (ECL) associated with its
financial assets. The impairment methodology applied depends on whether there has been a significant
increase in credit risk. If the credit risk on the financial asset has increased significantly since initial
recognition, loss allowance equal to the lifetime ECL is recognised and if the credit risk on the financial
asset has not increased significantly since initial recognition, loss allowance equal to the 12-months ECL

is recognised.

For other receivables, the Branch applies the simplified approach permitted by IFRS 9 which requires
expected credit lifetime losses to be recognised from initial recognition of receivables. The expected loss
rates are based on the historical credit losses experienced by assessing the payment profiles of sales.
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34 Accounting policies for financial instruments (continued)
a) Investments and other financial assets (continued)

(i) Recognition and derecognition (continued)

Impairment (continued)

The historical loss rates are adjusted to reflect current and forward-looking information on
macroeconomic factors affecting the liability of the counterparties to settle the receivable. Other
receivables are written off when there is no reasonable expectation of recovery. Indicators that there is
no reasonable expectation of recovery include, among others, the probability of insolvency or significant
financial difficulties of the debtor. Impaired debts are derecognised when they are assessed as
uncollectible.

Expected credit losses for other financial assets, i.e., bank balances, deposits with original maturities of
less than three months, statutory deposits, debt instruments measured at FVOCI are determined using
the low credit risk expedient, and therefore the Branch measures loss allowance for these financial assets
at 12-month ECL.

The impairment charge of debt investments at FVOCI is charged to statement of profit or loss and
reduces the fair value loss otherwise recognised in statement of profit or loss and other comprehensive
income. Loss allowances for financial assets measured at amortised cost are deducted from the gross
carrying amount of the assets.

Calculation of the allowance for expected credit losses recognised during the years ended 31 December
2025 and 2024 indicated an immaterial amount of allowance for expected credit losses. Therefore, the
Branch did not recognise this allowance.

3.5 Leases

The Branch leases office premises. The rental contract is made for fixed period of up 1 year and is
renewable for a similar period with the mutually agreed terms unless the Branch expresses its intention
of non-renewal at least six months from the expiry date of the contract. The lease is assessed as a long-
term lease for 3 years as the Branch is reasonably certain to exercise renewal options. Lease terms are
negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants, but leased assets may not be used as security for borrowing

purposes.

The leases are recognised as a right-of-use asset and a corresponding liability at the date at which the
leased asset is available for use by the Branch. Each lease payment is allocated between the liability
and finance cost. The firance cost is charged to the consclidated statement of profit or loss over the
lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability
for each year. The right-of-use asset are depreciated over the shorter of the asset's useful life and the
lease term on a straight-line basis.

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

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

s  variable lease payment that are based on an index or a rate.

*  amounts expected to be payable by the lessee under residual value guarantees.
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3.5 Leases (continued)

* the exercise price of a purchase option if the lessee is reasonably certain to exercise that option; and

s payments of penalties for terminating the lease, if the lease term reflects the lessee exercising that option.
Lease payments to be made under reasonably certain extension options are also included in the
measurement of the liability.

The lease payments are discounted using the interest rate tmplicit in the lease. If that rate cannot be
determined, the lessee’s incremental borrowing rate (“IBR™) is used, being the rate that the lessee would
have to pay to borrow the funds necessary to obtain an asset of similar value in a similar economic
environment with similar terms and conditions. Management determines the IBR on a contract-by-
contract basis depending on the lease period.

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

s the amount of the initial measurement of lease liability.

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

*  any restoration costs.

Extension and termination options

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

The weighted average lessee’s incremental borrowing rate applied to the lease liabilities is 2.51%

For office premises, the following factors are normally the most relevant.

*  If there are significant penalties to terminate (or not extend), the Branch is typically reasonably
certain to extend (or not terminate). If any leasehold improvements are expected to have a significant
remaining value, the Branch is typically reasonably certain to extend (or not terminate); and

+  Otherwise, the Branch considers other factors including historical lease durations and the costs and

business disruption required to replace the leased asset,

The assessment is reviewed if a significant event or a significant change in circumstances occurs which
affects this assessment and that is within the control of the lessee.
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3.6 Amounts reported in the statement of profit or loss and other comprehensive income

Insurance revenue

An analysis of insurance revenue at a portfolio level for the years ended 31 Decernber 2025 and 2024 is

presented below:

For the vear ended 31 December

2025 2024

AED AED
Insurance revenune
Accident & Health - Miscellaneous 273,511 1,024,082
Accident & Health Group 2,451,491 3,592,568
Accident & Health Individual Travel 35,727,231 57,234,817
Commercial Auto 1,162,439 1,315,579
Commercial Property 55,991,137 42,012,250
Cyber 10,892,250 12,121,253
Energy 17,414,737 18,701,417
Excess Casualty 524,154 1,412,801
Extended Warranty 5,689,718 5,030,666
Fidelity 3,471,183 3,617,118
Management Liability Commercial 16,374,559 17,757,529
Management Liability Fidelity 3,334,806 3,836,269
Marine 60,045,688 53,760,572
Miscellaneous Financial Lines 1,678,964 1,540,709
Plus (Extended Warranty) 1,106,852 3,284,061
Primary Casualty 37,444,786 32,372,479
Professional Indemnity 30,713,837 26,143,536
Small Business Solutions - Property 12,596,501 10,550,720
Small Business Solutions ("SBS") - Casualty 26,516,191 21,637,648
Trade Credit 3,772,363 4,569,725
Workmen’s Compensation 35,538,642 29,308,811
Personal Auto 29,025 -
Personal Consumer Group 9,836 -
Personal Property 901 -
Tetal insurance revenue 362,760,802 352,824,610
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3.6 Amounts reported in the statement of profit or foss and other comprehensive income

(continued)

For the year ended 31 December

2025 2024
AED AED

Insurance revenue
Contracts measured under the PAA 362,760,802 352,824,610
Total insurance revenne 362,766,802 352,824,610
Insurance service expenses
Incurred claims and other directly attributable expenses (132,021,675) {236,626,938)
Changes that relate to past service — adjustments to the LIC 89,948,979 62,119,936
{Losses) on onerous contracts and reversal of those losses 224,011 3,700,443
Amortization of insurance acquisition cash flows (67,213,349) (93,207,099
Total insurance service expenses (109,062,034) (264,013,658)
Reinsurance expenses (206,862,228) (167,836,721
Incurred claims recoveries 95,241,855 199,465,854
rCﬁl*cu(i)r‘li(;; that relate to past service — adjustments to incurred claims (67,716,575) 147,734
Effects of changes in the risk of reinsurer's non-performance (79,511) 131,804
Loss recovery on onerous underlying contracts {136,791) (40,855,405)
Total net expenses from reinsurance contracts held (179,553,250) (8,946,734)
Total insurance service result 74,145,518 79,864,218
For the year ended 31 December

2025 2024

AED AED
Finance (expenses) from insurance contracts issued
Interest accreted (19,164,712) (18,229,668)
Effect of changes in interest rates and other financial assumptions (3,533,198) 1,804,808
Finance (expenses) from insurance contracts issued (22,697.,910) (16,424,860)
Finance income from reinsurance contracts held
Interest accreted 15,378,459 13,591,928
Effect of changes in interest rates and other financial assumptions 3,091,114 (1,498,823
Finance income from reinsurance contracts held 18,469,573 12,093,105
Net insurance and investment result (4,228,337) (4,331,755)

3.7 Foreign currencies

(a) Functional and presentation currency

The financial statements of the Branch are presented in the cwrency of the primary economic
environment in which the entity operates (the ‘functional currency’). The financial statements are
presented in Arab Emirates Dirham (“*AED”) which is the Branch’s functional and presentation currency.
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3.7 Foreign currencies {continued)

(b) Transactions and balances

In preparing the financial statements, transactions in currencies other than the Branch’s functional
currency (foreign currencies) are recognised at the rates of exchange prevailing at the dates of the
transactions. At the end of each reporiing period, monetary items denominated in foreign currencies are
retranslated at the rates prevailing at that date.

Non-monetary items carried at fair value that are denominated in foreign currencies are retranslated at
the rates prevailing at the date when the fair value was determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not retranslated.

3.8 Property and equipment

Property and equipment are stated at historical cost less accumulated depreciation and any accumulated
impairment losses if any. Historical cost consists of purchase cost, together with any incidental expenses
of acquisition.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic benefits associated with the item will flow to
the Branch and the cost of the item can be measured reliably. Expenditure incurred to replace a component
of an item of property and equipment that is accounted for separately is capitalised and the carrying
amount of the component that is replaced is written off. All other repairs and maintenance expenses are
charged to the statement of profit or loss and other comprehensive income during the financial period in
which they are incurred.

Depreciation is computed using the straight-line method at rates calculated to write down the historical
cost of the assets to their estimated residual value over their expected useful lives, as follows:

Computer equipment 3 years
Furniture and fixtures 7 years
Leasehold improvements shorter of economic life or term of lease

The asset’s residual values and uvseful lives are reviewed, and adjusted if appropriate, at each statement
of financial position date. Repairs and maintenance expenses are charged to the statement of profit or
loss and other comprehensive income during the financial period in which they are incurred.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying
amount is greater than its estimated recoverable amount. Gains and losses on disposals are determined by
comparing sales proceeds with the carrying amount and these are recognised in the statement of profit or
loss and other comprehensive income.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting policies (continued)

39 Employee benefits

{a) Defined contribution plan

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounis. Obligations for contributions to defined contribution pension plans are recognised as an
employee benefit expense in the statement of profit and loss and other comprehensive income in the
periods during which services are rendered by employees.

UAE national employees of the Branch are members of the Government-managed retirement pension
and social security benefit scheme pursuant to U.A.E. labour law no. 7 of 1999, The Branch is required
to contribute 12.5% of the “contribution calculation salary” of payroll costs to the retirement benefit
scheme to fund the benefits. The employees and the Government contribute 5% and 2.5% of the
“contribution calculation salary” respectively, to the scheme. The only obligation of the Branch with
respect to the retirement pension and social security scheme is to make the specified contributions. The
contributions are charged to the statement of profit or loss and other comprehensive income.

(b) Provision for employees’ end of service benefits

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

3.10  Intangible assets
Intangible assets include capitalized software costs.

Capitalized software costs represent costs directly related to obtaining, developing or upgrading internal

use software. Such costs are capitalized and amortized on a straight-line basis over the software’s useful

life which is a period generally not exceeding five years Development costs that are directly attributable

as intangible assets where the following criteria are met:

® it is technically feasible to complete the software so that it will be available for use.

* management intends to complete the software and use or sell it

¢ there is an ability to use or sell the software.

® it can be demonstrated how the software will generate probable future economic benefits.

* adequate technical, financial, and other resources to complete the development and to use or sell the
software are available, and

* the expenditure attributable to the software during its development can be reliably measured.

Capitalised development costs are recorded as intangible assets and amortised from the point at which
the asset is ready for use,

The useful life of the intangibles assets is 5 years.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)
3 Summary of material accounting policies (continued)

311  Interest income

Interest income is recognised on a time proportion basis using the effective interest method.

3.12  Other operating income

Other operating income mainly includes service fees, survey fees, policy administration fees and any
gain on sale of property and equipment which are recognised on accrual basis.

3.13  Provision

Provisions are recognised when the Branches have a present legal or constructive obligation as a result
of past events, it is probable that an outflow of resources embodying economic benefits will be required
to settle the obligation, and a reliable estinate of the amount of obligation can be made.

3.14  Net assets attributable to Head office

The Branch is not a separate legal entity, and hence it did not issue its own equity instruments, and
therefore, the Branch measures the “Net assets attributable to the Head office” at the IFRS carrying value
of the Branch’s net assets. The Branch has created a reinsurance regulatory reserve in accordance with
the local requirements by appropriation from the movement in the Head Office account.

315 Income taxes

The charge for tax is based on the resuits for the year determined in accordance with the relevant tax
laws and regulations that are enacted, or substantively enacted, at the reporting date in each jurisdiction,
together with adjustments to provisions for prior years.

Deferred tax is provided in full on all temporary differences arising between the carrying amounts in the
financial statements and the tax bases of the assets and Labilities, Deferred tax assets are recognized to
the extent that itis regarded as more likely than not that they will be recovered. Deferred tax is calculated
based on the tax rates that have been enacted or substantively enacted at the end of the reporting period
and which are expected to be in force when the relevant deferred tax asset is realized or the relevant
deferred tax liability is settled. Deferred tax balances are not discounted.

‘Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxable entity and the same
taxation authority.

The Branch has no deferred tax assets or liabilities as at December 31, 2025.

On 9 December 2022, the United Arab Emirates (UAE) Ministry of Finance (“MoF”) released Federal
Decree-Law No 47 of 2022 on the Taxation of Corporations and Businesses, Corporate Tax Law (“CT
Law™) to enact a new Corporate Tax (CT) regime in the UAE. The new CT regime became effective for
accounting periods beginning on or after 1 June 2023. The taxable income of the entities that are in
scope for UAE CT purposes are subject to the rate of 9% corporate tax.

On 9 Decernber 2024, in order to align with OECD’s Global Minimum Tax effort {Pillar Two), the UAE
Ministry of Finance (MoF) has introduced a Domestic Minimum Top-Up Tax of 15% for Multinational
Enterprises (MNEs) with effect from financial years starting on or after Ist January 2025, The Branch
is in scope of Pillar Two legislation that have enacted or substantively enacted Pillar Two legislation
and its consolidated revenue exceeds Euro 750 million threshold.
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4 Insurance and financial risk management

The Branch’s activities expose it to insurance risk and a variety of financial risks: market risk (including
foreign currency risk, price risk and interest rate risk), credit risk, liquidity risk and operational risk.

4.1 Insurance risk

The risk under any insurance contract is the possibility that the insured event occurs and the uncertainty
of the amount of the resulting claim. By the nature of an insurance contract, this risk is random and
therefore unpredictable. For a portfolio of insurance contracts where the theory of probability is applied
to pricing and provisioning, the principal risk that the Branch faces is that the actual claims and benefit
payments exceed the carrying amount of the insurance liabilities. This could occur because the frequency
or severities of claims payments and benefits are greater than estimated. Insurance events are random,
and the actual numnber and the number of claims will vary from year to year from the estimate established
using statistical techniques. The Branch’s objectives in managing risks are to take a conservative
approach to underwriting, which means review of all aspects about a risk prior to acceptance; retaining
experienced and knowledgeable underwriters; and having underwriting authorities in place which are
monitored by the Head office. The Branch ensures that risks are mitigated with first class reinsurance
security, pre-underwriting surveys and claims history reviews.

Qutstanding claims

Outstanding claims for all classes of insurance are made initially on the basis of the internal or external
surveyor’s report., Accordingly, the maximum expected liability is always recognised in the financial
statements. The outstanding claims are monitored and revised for value of claims regularly. Management
believes that there are no additional claim liabilities that would arise in respect of unsettled claims as at
the year end.

Sensitivity analysis: The Branch does not foresee any major impact from insurance operations due to the
following reasons:

The Branch has an overall risk retention level of 18% (2024: 22%}).

Additional claim liabilities that could reasonmably occur due to changes in key variables used in
estimating the outstanding claims provision are adequately catered for through the IBNR provision.

IBNR

IBNR provisions are estimates based on actuarial rates determined by the external independent actuaries.
These rates are based on past claims history for each class of business.

Concentration risk

Concentration of risk can be a cause of elevated claims volatility and refers to the possibility of
significant financial losses arising from a lack of diversification, either geographical or by product type,
of the Branch’s portfolio. Certain events may give rise to higher levels of adverse development and
exhibit geographical concentrations. The Branch mitigates this risk by adhering to the underwriting and
claims management policies and procedures that have been developed based on extensive historical
experience. Lastly, reinsurance solutions are also used to help reduce concentration risk.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)

4

4.1

Insurance and financial risk management (continued)

Insurance risk (continued)

Concentration risk (continued)

The table below sets out the breakdown of insurance contract liabilities and reinsurance contract assets

by portfolio of contracts and geographical location.

As at 31 December 2025

As at 31 December 2024

Insurance Reinsurance Insurance Reinsurance
contract contract Net contract contract Net
(liabilities)/as assets/ (liabilities)/asset assets/
sets (biabilities) 5 (liabilities)
AED AED AED AED AED AED
Accident & Health -
Miscellaneots (11,868) (5,259) (17,127) (784,054) 502,414 {281,640
Accident & Health Group (632,520) 851,319 218,799 (1,475,975) 561,177 (914,798)
’?rc::':fm & Health Individual 4,736,382 (731,326) 4,005,056 (4,906,826)  (10,012,970) (14,919,796}
Commercial Aunto (560,143) 257,244 (302,899) (591,384) 62,087 {529.297)
Commercial Property (30,004,952) 29,851,297 (153,655) {61,699,819) 80,348,344 18,648,525
Cyber (6,279,163) 5,027,449 (1,251,714} (6,920,668) 5,095,881 (1,824,787}
Energy (129,604,264) 107,170,627 (22,433,637) (140,457,381) 124,046,450 (16,410,931}
Excess Casualty (58,389) (64,117) (122,506) (266,740) (93,878) (360,618)
Extended Warranty (3,464,556) 1,305,708 (2,158,848) (8,018,904) 3,286,362 (4,732,542)
Fidelity (4,385,313) 3,350,888 (1,034,425) {4,864,438) 3,262,659 (1,601,779}
Sranagement Liabiliy (64200,061) 50400235  (13,799,825)  (108,706,461) 79842533  (28,863.928)
Management Eiability Fidelity (5,891,936) 9,676,088 3,784,152 (2,293,652) 1,903,208 (390,354)
Marine (48,065,535) 41,970,276 (6,095,259) (82,804,296) 63,851,040  (18,953,256)
Miscellaneous Financial Lines (1,880,377 981,795 (898,582) (1,754,159) 1,261,869 (492,290)
Personal Auto - 108,808 108,808 (934,361) (458,246) (1,392,607
Personal Consumer Group - 8,157 8,157 (316,652) (223,725} (540,377)
Pessonal Property - - “ (28,933) (18,106} (47,039
Plus (Extended Warmnty) {229,138) (8,267) (237,405) 1,663,984 (3,030,088) (1,366,104)
Primary Casualty (44,059,184) 32,509,518  (11,549,666) (35,260,552) 17,619,947  (17,640,605)
Professional Indemnity (4,239,104) 19,888,479 15,649,375 (53,126,710) 47,531,431 (5,595,339)
gg;‘e‘rg“s‘“ess Solutions - (17,202,496) 11138077 (60644190  (34338.197) 22399761  (11,938,436)
?g’:;hfﬁ‘;‘““s Solutions USBS™)  13471,376)  7.508721  (4,962,655) (9614963) 5851608  (3,763,355)
Trade Credit (1,393,208) (33,786) (1,426,994) (6,513,816) 5,378,323 {1,135,493)
Workmen's Compensation (89,301,425) 69,170,969 {20,130,456) (85,959.717) 55,248,363 (30.711,354)
Total {459,198,626) 390,332,901 (68,865,725) (649,974.734) 504,216,534 (145,758,200}
As at 31 December 2025 As at 31 December 2024
Insurance Reinsurance Insumance Reinsueran
contract contract Net contract ce contract Net
(liabilities)/ assets/ (liabilities assets/
assets (Hiabilities) Yassets (liabilities)
AED AED AED AED AED AED
Inside UAE (358,684,188) 304,892,549 (53,791,639 (507,701,125} 393,848,080 (113,853,045)
Qutside UAE {100,514,438) 85,440,352 (15,074,086)  (142,273,609) 110,368,454 (31,905.155)
Totak (459,198,626) 390,332,901 (68,865,725) (649,974,734} 504.216,534 (145.758.200)
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Notes to the financial statements for the year ended 31 December 2025 (Continued)
4 Insurance and financial risk management (continued)

4.2 Capital management framework

The primary objective of the Branch’s capital management is to comply with the regulatory requirements
in the UAE and to ensure that it maintains a healthy capital ratio in order to support its business and
maximise shareholder value. The Branch fully complied with the externally imposed capital
requirements, and no changes were made in the objectives, policies or processes since the yearended 31
December 2024.

4.3 Financial risk factors

Risk management is carried out by the Branch’s management under the guidance of the Head office.
Management is responsible for the review of risk management and the control environment. The Branch’s
activities expose it to a variety of financial risk: market risk {including foreign currency risk, price risk
and interest rate risk), credit risk and liquidity risk. The Branch’s overall risk management programme
focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on
the financial performance of the Branch.

(a) Market risk
() Foreign currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates and arises from financial instruments denominated in a foreign currency. The Branch is
exposed to foreign currency risk arising from some currency exposures, primarily with respect to the
currencies that are not pegged to AED. The Branch manages its foreign currency risk by regularly
assessing cumrent and expected foreign currency rate movements and the Branch’s foreign cumrency
receivables and payables and the net assets attributable to head office. The Branch reinsures 70% of its
risk in foreign currency and therefore retains 30% foreign exposure on its statement of financial position.
The Branch does not have material net foreign currency exposure as at 31 December 2025 and 31
December 2024.

(ii} Price risk

The Branch is exposed to price risk as a result of its holdings in debt securities classified as fair value
through OCIL. The fair values of investments quoted in active markets are based on current prices.
Branch’s Investment Committee meets regularly to discuss the return on investment and concentration
across the Branch’s investment portfolio and manages the risk through diversification in terms of

counterparty, country, industry and rating.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)

4 Insurance and financial risk management (continued)
4.3 Financial risk facters (continued)
{a) Market risk (continued)

Interest rate risk

(iid)

Interest rate risk is the risk that the valae or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Floating rate instruments expose the Branch to cash flow
interest rate risk, whereas fixed interest rate instruments expose the Branch to fair value interest risk if
the value of a financial asset or liability fluctuates because of changes in market interest rates. The
Branch’s financial investments and bank deposits with original maturities of less than three months carry
fixed rates of interest and the fair value of the investments and bank deposits with original maturities of
less than three months of do not fluctuate with the interest rate and therefore are not exposed to interest

rate risk.

(b) Credit risk

Credit risk is the risk that a counterparty will be unable to pay amounts in full when due.

Key areas where the Branch is exposed to credit risk are:
other receivables (excluding prepayments);
reinsurance contract assets;

cash and cash equivalents (excluding cash on hand);
statutory deposits;

financial investments and

insurance contract assets

Maximurn exposure to credit risk before collaterals held or other credit enhancements:

Other receivables excluding prepayments (Note 7)

Cash and cash equivalents (excluding cash on hand) (Note 3)
Statutory deposits (Note 6)

Reinsurance contract assets (Note 10)

Financial Investments (Note 12)

Insurance contract assets (Note 9)

2025 2024

AED AED
27,968,318 22,319,512
38,636,325 137,003,477
6,000,000 6,000,000
391,175,656 518,053,547
483,430,167 407,521,362
4,736,383 1,663,984
951,946,849 1,092,561,882

The above table represents the worst-case scenario of credit risk exposure of the Branch at
31 December 2025 and 2024 without considering any coflateral held or other credit enhancements
attached. The exposures set out above are based on net carrying amounts of the financial assets as

reported in the statement of financial position.
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Notes to the financial statements for the year ended 31 December 2025 (Continued)
4 Insurance and financial risk management (continued)

43 Financial risk factors (continued)

(b) Credit risk (continued)

Due from related parties and other receivables excluding prepayments

Management belicves that no credit risk arises from due from related parties’ balances amounting to
AED 23,831,652 at 31 December 2025 (2024: AED 17,358,255) included in prepayment and other
receivables (Note 7).

The other classes within prepayments and other receivables do not contain impaired assets. The
maximum exposure to credit risk at the reporting date is the carrying amount of each class of receivables
mentioned above. The credit quality of balance with related parties are with sound financial position and
other receivables with reference to external agencies is unrated with sound financial position.

The Branch has no significant concentration of credit risk at the statement of financial position date as
its customers are well diversified within the UAE.

Credit risk on receivables is limited to their carrying values as management regularly reviews these
balances to assess recoverability and makes provision for balances whose recoverability is in doubt,

The concentration of credit risk is substantially unchanged compared to the prior year.
Balances with banks and statutory deposits

Although the Branch has significant bank balances and deposits, management believes on the credit risk
arising out of cash and bank balances and deposits, excluding cash on hand, is minimal as these balances
are with reputable local and foreign banks with good financial standing. The credit quality of cash and
cash equivalents excluding cash on hand and statutory deposits can be analysed with reference to external
credit ratings as follows:

2025 2024
AED AED
Fitch’s:
Fl+ 11,975,208 65,783,050
Fl 26,535,557 71,107,297
A+ 6,125,560 6,113,130

44,636,325 143,003,477

Refer to note 12 for credit risk on financial investments.

Reinsurance assets

Reinsurance is used to manage insurance risk. This does not, however, discharge the Branch’s liability
as primary insurer, If a reinsurer fails to pay a claim for any reason, the Branch remains liable for the
payment to the policyholder. Reinsurance risk refers to the risk an enterprise will encounter in the event
that any reinsurer fails to meet its obligations assumed under the reinsurance agreement. The Branch is
supported predominantly by reinsurers within AIG.

Reinsurers outside of AIG are selected based on the evaluation of available information on the financial
strengths of the reinsurers and the recommendations of the reinsurance department of AIG. The
assessment and selection of reinsurers is carried out continuously. As the reinsurance is concentrated
within AIG, the exposure to reinsurance risk is considered minimal.
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American Home Assurance Company -~ Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)
4 Insurance and financial risk management (continued)

4.4 Operational risk

Operational risk is defined by the Branch as the risk of loss resulting from inadequate or failed internal
processes, people and systems, or from external events. It is intrinsic to the Branch’s operations but is
actively mitigated and managed. A description of each of the Branch’s three principal risks attached to
operational risk is shown below along with a summary description of the controls the Branch applies in
seeking to mitigate these risks. There has been no change in the Branch’s processes in respect of
operational risk during the year.

IT systems failure: The Branch potentially faces a risk of business interruptions and inefficiencies if IT
systems fail; such business interruptions would impact the profitability of the Branch and have the
potential to cause reputational damage. The Branch seeks to manage this risk by having procedures in
place to back-up data together with other controls designed to minimise external threats / unauthorised
access.

Non-IT systems failure: The Branch also potentially faces a risk of business interruptions and
inefficiencies from a wide range of potential issues, such as insufficient or inadequately skilled staff,
accounting errors, errors in processing such as mis-matching reinsurance contracts, poor customer
service, badly executed projects and extreme events such as fires or natural disasters that affect the
Branch’s offices and staff. The Branch seeks to manage these risks through training and by having
appropriate policies and procedures in place. The Branch has established Disaster Recovery (DR) and
Business Continuity Processes (BCP), which are tested on a periodical basis and revised or upgraded
where improvements are required or where specific scenarios emerge.

Legal. regulatory or compliance breach: The Branch operates in a highly regulated insurance
environment, whereby breaches of the regulations the Branch works within may lead to significant

financial penalties and reputational damage. The Branch seeks to manage this risk through a number of
policies and procedures in place covering regulatory requirements. These policies are reviewed
periodically by key senior management and the Branch’s legal department to ensure that they provide a
basic framework within which the Branch is compliant with local and regional regulatory requirements.

5 Cash and cash equivalents
2025 2024
AED AED
Cash at banks 31,010,765 119,955,729

Deposits with banks with original maturities of less than

three months 7,625,560 17,047,748

38,636,325 137,003,477

Deposits are placed with commercial banks and carry interest at rates ranging from 2.7% to 2.9% (31
December 2024: 0.10% to 3.71%) per annum.
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American Home Assurance Company —~ Dubai Branch
Notes to the financial statements for the year ended 31 December 2025 (continued)
6 Statuiory deposits

2025
AED

Restricted deposits 6,000,000

2024
AED

6,000,000

In accordance with the law governing the operation of insurance companies within the UAE, the Branch
has assigned a deposit amounting to AED 6 million (31 December 2024: AED 6 million) in favour of the

Ministry of Economy.

Deposits are placed with commercial banks and carry interest at rates 0.20% (2024: 0.209%) per annum.

7 Prepayments and other receivables
2025 2024
AED AED
Prepayments ‘ 1,594,334 3,292,497
Due from related parties (note 14.c) 23,831,652 12,578,096
Others 4,136,666 9,741,416
29,562,652 25,612,009
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

8.  Property and equipment and Intangible Assets

8.1 Property and equipment

Cost

At 1 January 2024

Additions during the year
Write off

At 31 December 2024
Additions during the year
Write off

Transfer

At 31 December 2025
Accumulated depreciation
At 1 January 2024

Charge for the year (Note 17)
Write off

At 31 December 2024
Charge for the year (Note 17)
Write off

At 31 December 2025

Net book amount

At 31 December 2025

At 31 December 2024

8.2 Intangible assets

At 1 January 2024
Additions during the year
At 31 December 2024
Additions during the year
Transfer during the year

At 31 December 2025
Accumulated depreciation
At [ January 2024

Charge for the year

At 31 December 2024
Charge for the year (Note 17)
At 31 December 2025

Net book amount

At 31 December 2025

At 31 December 2024

Computer Furniture Leasehold Total

equipment and fixtures improvements ota
AED AED AED AED
8,470,613 3,024,758 5,068,714 16,564,085
167,966 16,748 - 214,714
(8,470,614) (1,464,590) (5,068,714) (15,003,918)
197,965 1,576,916 - 1,774,881
168,728 - - 168,728
(30,732) 30,732 - -
335,961 1,607,648 - 1,943,609
(8,470,613) (2,383,481) (5,068,714)  (15,922,808)
(48,105) (295,566) (343,671)
8.470,614 1,464,590 5,068,714 15,003,918
(48,104) (1,214,457) - (1,262,561)
(21,978) {305,808) - (327,786)
(70,082) (1,520,265) - (1,590,347)
265,879 87,383 - 353,262
149,861 362,459 - 512,320

Computer Software

AED

5,198,125

5,198,125

5,198,125

(519,811)

(1,039,623)

(1,559,434)
(1,039,634)

(2,599,068)

2,599,057

3,638,691
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American Home Assurance Company - Dubai Branch

Notes te the financial statements for the year ended 31 December 2025 (continued)

8.  Property and equipment and Intangible Assets (Continued)

8.3 Right of use assets

2025 2024
AED AED
Balance at the beginning of the year - -
Additions during the year 4,527,524 -
Depreciation expense for the year (Note 16) {251,529) -
Balance at the end of the year 4,275,995 -
8.4 Lease liabilities
2025 2024
AED AED
At 1 January - -
Additions during the year 4,527,524
Accrued interest expense 12,4587 -
Paid during the year (1,547,095) -
At 31 December 2,992 886 -

Present value of lease liabilities included in the statement of financial position at December 31, 2025

2025 2024
AED AED
Current 1,474,557 -
Non-current 1,518,329 -
At 31 December 2,992,886 -

The undiscounted contractual cash flows for all lease coniracts held by expected maturity dates is set out in
the table below.

2025 2024
AED AED
Maturity analysis of amounts due - undiscounted
contractual cash flows
Within one year 1,547,095 -
Between one and three years 1,547,095 -
Total undiscounted lease liabilities as at December 31 3,094,190 -
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)
11 Claims development (continued)
Summary of actuary’s report on technical provision and valuatien methods used.

The insurance contract liabilities, insurance contract assets, reinsurance contract liabilities and
reinsurance contract assets presented in the financial statements consist of: The liability for incurred
claims represents the present value of the fulfilment cash flows related to past service allocated to each
group of insurance contracts and reinsurance contracts held at the valuation date. It includes a risk
adjustment that represents the compensation the entity required for bearing the uncertainty in the amount
and timing of the cash flows that arise from non-financial risks. The fulfilment cash flows represent the
expected value of the full range of possible outcomes estimated using actuarial methods.

The liability for remaining coverage represents the estimated obligation to provide coverage for the
unexpired portion of insurance contracts and reinsurance contracts held at the valnation date measured
under the Premium Allocation Approach. Where facts and circumstances indicate that a group of
insurance contracts is onerous a loss component is established for that group of insurance contracts with a
corresponding loss recovery component on the groups of reinsurance contracts held related to the
onerous groups of insurance contracts.

For the years ended 31 December 2025 and 2024, Lux Actuaries & Consultants was the appointed
actuary of the Branch. The actuary has provided a report on the adequacy of the technical reserves held
by the Branch on both direct and reinsurance held basis. The Branch’s direct and reinsurance held
technical provision as reflected in the financial statements are in line with the actuarial report.

12 Financial investments

These financial investments are classified as Fair value through Other comprehensive income (FVOCI).
Financial investments and their effective rate of return are as follows:

2025 2024

AED AED

Corporate bonds 126,044,725 86,109,636
Government bonds 363,385,442 321411726
483,430,167 407,521,362

As at 31 December 2025 corporate bonds carried interests at rates ranging from 1.95% to 5.98% per
annum and government bonds carried interest at rates ranging from 1.29% to 5.09% per annum. Corporate
bonds and government bonds are listed on stock exchanges. No collateral is held by the Branchin respect
of debt securities.

Below is the information on changes of portfolio of financial investments during the year:

2025 2024

AED AED
Balance at the beginning of the period / year 407,521,362 346,033,440
Purchases during the period / year 274,520,711 208,037,041
Redemptions during the period / year (213,180,204) (152,134,734)
Movement in accrued interest 1,146,408 500,580
Amortisation of premiums/discount 5,511,902 1,620,977
Net realised/ unrealised 7,909,988 3,464,058
Balance at end of the period / year 483,430,167 407,521,362
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American Home Assurance Company ~ Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)
12 Financial investmenis (continued)
Fair value disclosures

IFRS 13 require financial instruments to be measured in the statement of financial position at fair value.

This requires disclosure of fair value measurements by level of the following fair value measurement

hierarchy:

- Quoted prices (unadjusted) in active markets for identical assets and liabilities (Level 1);

- Inputs other than quoted process included within level 1 that are observable for the asset or
liability, either directly (that is, as prices) or indirectly (that is derived from prices) (Level 2);

and
- Inputs for the asset or liability that are not based on observable market data (that is unobservable
input (Level 3).
Financial instruments as at Level 1 Level2 Level 3 Total
31 December 2025 AED AED AED AED

Financial investments measured at fair value
through other comprehensive income

- Corporate debt securities - 120,044,725 - 120,044,725
- (Government debt securities 15,703,945 347,681,497 - 363,385,442
Total 15,703,945 467,726,222 - 483,430,167
Financial instruments as at Levell Level2 Level3 Total
31 December 2024 AED AED AED AED
Financial investments measured at fair value

through other comprehensive income

- Corporate debt securties - 86,109,636 - 86,109,636
- Government debt securities 48,619,874 272,791,852 - 321,411,726
Total 48,619,874 358,901,488 - 407,521,362

The fair value of financial instruments traded in active markets is based on quoted market prices at the
statement of financial position date. A market is regarded as active if quoted prices are readily and
regularly available from an exchange, dealer, broker, industry group, pricing service, or regulatory
agency, and those prices represent actual and regularly occurring market transactions on an arm’s length
basis. Instruments included in level 1 include government and corporate debt securities which are
publicly quoted in active market. The quoted market price used for these financial assets held by the
Branch is the current bid price.

The credit quality of financial investments can be analysed with reference to external credit ratings as
per below:

Financial investments measured at FVOCI 2025 2024
AED AED

Ratings

Standard and Poor’s.

AAA 10 AA- 257,847,943 292,926,653

Ato A- 197,252,577 64,930,394

Moody's:

Al to Aa3 28,329,647 49,664,315
483,430,167 407,521,362
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for ¢the year ended 31 December 2025 (continued)

i2 Financial investments (continued)

The composition of financial investment split between inside UAE and outside UAE as at 31 December

2025 and 31 December 2024 is as follows:

Inside UAE Outside UAE Total
2025 2024 2025 2025 2024
FVTOCI: ‘
Corporate 23,897,418 23,546,862 96,147,307 62,562,774 120,044,725 86,109,636
Debt
securities
Government 128,529,265 92,194,969 234,856,177 229,216,757 363,385,442 321,411,726
debt
securities
152,426,683 115,741,831 331,003,484 291,779,531 483,430,167 407,521,362
13 Accruals and other payable
2025 2024
AED AED
Due to related parties — other payables (Note 14 (c)) 7,215,382 25,870,692
Accrued operating expenses and bonus payable 10,960,293 13,700,089
Other payables 2,083,286 5,665,016
20,258,961 45,235,797
Due within UAE 10,960,293 13,700,089
Due outside UAE 9,298,668 31,535,708
20,258,961 45,235,797
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American Home Assurance Company - Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

14  Related parties

Related parties comprise the Head office and other companies within the AIG group, key management
personnel and businesses controlled by shareholder and directors, as well as businesses over which they
exercise significant influence. During the year, the Branch entered into transactions with related parties
in the ordinary course of business at mutually agreed terms and conditions. The outstanding balances

and related transactions are as follows:

(a) Insurance contracts ceded and other services.

Net (expenses)/income from reinsurance contracts held

Premium ceded - Head office
Premium ceded - fellow subsidiaries

Commission income with Head office
Commission income with fellow subsidiaries

Reinsurance claims recovered from Head office
Reinsurance claims recovered from fellow subsidiaries

2025 2024

AED AED
(18,315,568) (19,825,732)
(164,840,113) (178,431,584)
(183,155,681) (198,257,316)
7,330,902 10,353,684
65,978,115 93,183,153
73,309,017 103,536,837
14,617,414 8,397,642
131,556,722 75,578,773
146,174,136 83,976,415

The above figures do not include the impact of risk adjustment and discounting since the Branch does

not apply these elements at a counterparty level.

(b} Other transactions

Service fees recharged by related parties
Expenses charged by fellow subsidiaries

Service fees recharged to related parties
Fee income charged to AIG MEA Limited
Fee income charged to fellow subsidiaries
Total fee income charged to related parties

Key management personnel remuneration
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2025 2024

AED AED
(24,336,261) (24,419,945)
(24,336,261) (24.419,945)
9,119,065 12,648,271
12,994,187 18,882,084
22,113,252 31,530,355
2,475,854 (707,903)




American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

14 Related parties (continued)

(c) Balances arising from the above transactions.

Reinsurance assets
- Balance with the Head office
- Balance with fellow subsidiaries

Receivables from related parties

- Balances related to reinsurance contracts from Head office
- Balance from fellow subsidiaries — non-insurance (Note 7)
- Balances related to reinsurance contracts from fellow
subsidiaries

Payables to related parties

- Balance with fellow subsidiaries — reinsurance related
- Other payables with fellow subsidiaries (Note 1)

- Short term loan with fellow subsidiaries (Note 18)

2025 2024

AED AED
32,850,544 40,562,046
205.654.806 365058411
328505440 405.620.457

. 916,127

23,831,652 12,578,096
17,138,732 16,160,022
40,970,384 29.655.145
2025 2024

AED AED
(69,101,015) (57.341,020)
(1.215.382) i
(18.364.798) )
(94,681.195) (57.341,020)

Except for the short term borrowing, all the balances due from and to related parties are interest free and

repayable on demand.

The above figures are excluding the impact of risk adjustments and discount rate since the Branch does

not apply these elements at a counterparty level.
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

15 Provision for employees” end of service benefits
2025 2024
AED AED

Balance at the beginning of the year 10,162,990 12,221,533
Charge for the year 1,643,740 2,420,626
Remeasurements of p0§t—er.nployment benefit obligations charged to the (881,398) 76.394
staternent of comprehensive income
Payments during the year (6,118,215) (4,555,563)
Balance at the end of the year 4,807,117 10,162,990
The amounts recognised in the statement of financial position and movement in the obligation during
the year based on its present value are as follows:

2025 2024

AED AED
Present value of defined benefit obligation 4,807,117 10,162,990
Reconciliation of present value of defined henefit obligation

2025 2024

AED AED
Present value of defined benefit obligation as at T January 10,162,990 12,221,533
Current service costs 1,252,392 1,895,092
Interest cost 391,348 525,534
Actuarial loss from experience adjustments
Actuarial loss from financial assumptions (881,398) 76,394
Benefits paid during the year (6,118,215)  (4,555,563)
Present value of defined benefit obligation as at 31 December 4,807,117 10,162,990
Principal actuarial assumptions
The following range of significant actuarial assumptions was used by the Branch for the valuation of
post-employment benefit liability:

2025 2024
Valuation discount rate 5.00% 5.20%
Expected rate of increase in salary level 3.50% 4.50%
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American Home Assurance Company - Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

15

Principal actuarial assumptions (continned)

Provision for employees’ end of service benefits (continued)

Withdrawal rate:

Age Group

From - To 2025 2024
18to 25 20% 20%
26to 35 10% 10%
36to 45 10% 10%
4610 55 5% 5%
56 to 60 5% 5%

Sensitivity analysis to actuarial assumptions

Change in assumption

Impact on employee benefit

obligations
Increase in Decrease in Increase in Decrease in
assumption assumption assumption assumption
AED AED
At 31 December 2025
Discount rate +1% -1% (433,781) 501,030
Salary growth rate +1% -1% 503,609 (443,618)
Withdrawal rate +20% -20% (34,203) 37,701
Change in assumption Impact on employee benefit obligations
Increase in Decrease in Increase in Decrease in
assumption assumption assumption assumption
AED AED
At 31 December 2024
Discount rate +1% -1% (974,003) 1,132,124
Salary growth rate +1% -1% 1,128,652 {988.835)
Withdrawal rate +20% -20% (16,000) 19,333

The sensitivity analysis is based on a change in an assumption while holding all other assumptions
constant. In practice, this is unlikely to occur, and changes in some of the assumptions may be correlated.
When calculating the sensitivity of the defined benefit obligation to significant actuarial assumptions the
same method (present value of defined benefit obligation calculated with projected unit credit method at
the end of the reporting period) has been applied when calculating the employee termination.

Current/non-current liability

Liability
Current lability
Non-current liability

2025 2024
AED AED
429,171 859,006
4,377,946 9,303,984
4,807,117 10,162,990
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American Home Assurance Company — Dubai Branch

Notes to the financial statements for the year ended 31 December 2025 (continued)

17 Corporate taxes

Tax charge to other comprehensive income

In January 2023, the Branch began recording tax expense associated with the “Pillar Two model rules”
as published by the Organization for Economic Cooperation and Development (“OECD”), These rules
are designed to ensure large multinational enterprises within the scope of the rules pay a minimum
level of tax in each jurisdiction where they operate. In general, the “Pillar Two model rules” apply a
system of top-up taxes to bring the enterprise’s effective tax rate in each jurisdiction to a minimum of
15%. At year end December 31, 2025, income tax expense included AED 4,087,045 of top-up tax
which was attributable to the Branch’s earnings in United Arab Emirates. The corporate tax expense

of AED 10,217,612 is current income tax. Below is the reconciliation of tax expense:

Accounting profit before tax

Tax adjustments

Profit before tax over AED 375,000

Corporate tax expense at UAE’s statutory income tax rate of
9%

Piliar 2: Qualified domestic minimum top up tax 6%

Effect of adjustments

Corporate tax expense at the effective income tax rate

Amounts reported in the Statement of Financial Pesition

Balance as at 1 January
Corporate tax paid

Charge for the year
Balance as at 31 December

67

2025 2024
AED AED
66,589,827 54,985,702
1,527,582 -
68,117,409 54,610,702
6,130,567 4,914,713
4,087,045 ;
(4,599) 33,750
10,213,013 4,948,713
2025 2024

AED AED
4,948,713 -
(4,944,114) ;
10,213,013 4948713
10,217,612 4948713




American Home Assurance Company — Dubai Branch
Notes to the financial statements for the year ended 31 December 2025 (continued)
18 Short term berrowings

The Branch maintains access to a2 committed intra group short term liquidity facility provided by a
related party, capped at USD 10 million (AED 37 million). The facility addresses temporary cash
flow timing gaps rather than structural funding needs and does not replace regulatory liquidity
buffers. The loan is provided by AIG Transaction Execution Limited (“ATEL”) as per the terms
and condition of the Loan Facility Agreement dated 25th September 2025 (The “Agreement”)

Borrowings are initially recognized at their issue proceeds and are subsequently measured at
amortized cost or cost as applicable. Borrowing costs are recognized using the effective rate method
in the Statement of Profit or Loss and Other Comprehensive Income. These financial Liabilities are
classified as amortised cost (AC).

2025 2024
AED AED
Loans from related parties (AIG Transaction Execution Limited) (18,364,798) -
(18,364,798) -
19 Finance cost
2025 2024
AED AED
Interest on related party loan (72,860)
Interest expenses on Lease Liabilities (12,457)
(85,317)
20 Contingencies

The Branch in common with majority of insurers is subject to litigations in the normal course of its
business. Based on independent legal advice, the Branch considers that the outcome of these court
cases will not have a material impact on the Branch’s financial statements.

21 Interest income from financial assets

2025 2024
AED AED

Interest income on fair value through other comprehensive income
(FVOCDinvestments 18,421,164 13,497,730
Interest income on bank deposils 1,074,550 1,783,400
19,495,714 15,281,130

Deposits are placed with commercial banks and carry interest at rates ranging from 0.20% to 2.9%
(2024: 0.10% to 3.71%) per annum.

Corporate bonds carry interests at rates ranging from 1.95% to 5.98% (2024: 1.31% to 5.27%) per

annum and government bonds carry interest at rates ranging from 1.29% to 5.09% (2024: 1.45% to
4.88%) per annuin.
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American Home Assurance Company — Dubai Branch
Naotes to the financial statements for the year ended 31 December 2025 (continued)
23 Subsequent events

Following the outbreak of the conflict in the Middle East on 28 February 2026, the Branch is monitoring
its potential exposures to this event, which could lead to policyholder claims across certain classes of
business. While there is uncertainty as to the future economic impact of this event, the Branch is not
aware of any actual or potential claims that could significantly impact the reserves held on its balance
sheet as of the date of signature of the audit report.

There have been no other events subsequent to the date of financial position that would significantly
affect the amounts reported in the financial statements as at and for the year ended 31 December 2025.

24  Additional information

In reference to CBUAE/BIS/2025/6143 notice issued by the CBUAE on 11 December 2025 regarding
the reporting requirements during 2025, the insurance companies are required to include a disclosure on
the details of gross written premium as per INFO-7 of the financial report forms (“eForms”) which is
presented:

2025 2024
AED AED
Direct Written Premiums 339,814,341 305,626,690
Foreign Assumed Premiums 7,481,797 25,131,223
Local Assumed Premiums 24,947,096 21,775,830

372,243,228 352,533,743

The gross written premiums are classified in the category “Property and Liability (without medical) as
per INFO 7 of the eForms.

25  Solvency disclosure

The solvency regulations identify the required solvency margin to be always held by the Branch during
the year. The Branch is subject to solvency regulations which it has complied with as at 31 December
20235 and 31 December 2024. The Branch has incorporated in its policies and procedures necessary tests
to ensure continuous and full compliance with such regulations.

The below table summarises minimum capital requirement, minimum guarantee fund and basic
solvency capital requirement:

Asat Asat

31 December 31 December

2025 2024

AED AED

(unaudited) (unaundited)

Minimum Capital Requirement (MCR) 100,600,000 100,000,000
Solvency Capital Requirement (SCR) 91,120,798 72,430,531
Minimum Guarantee Fund (MGF) 30,373,599 24,143,510
Basic QOwn Funds 300,083,964 327,332,569
MCR Solvency Margin Surplus 200,083,964 227,332,569
SCR Solvency Margin Surplus 208,963,166 254,902,038
MGF Solvency Margin Surplus 269,710,365 303,189,038

As per Article (8) of Section 2 of the Financial Regulations issued for Insurance Companies in the UAE,
the Branch shall at all times comply with the requirements of Solvency Margin. As of 31 December 2025,
the Branch had solvency surpius of AED 207 million (31 December 2024: AED 227 million) as compared
to the Minimurm Capital Requirements of AED 100 million (31 Decemnber 2024: AED 100 million).
The solvency margin and related disclosures included above are based on the figures prepared in
accordance with the regulatory reporting requirements and not in accordance with IFRS Accounting
Standards.
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