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1. ORGANIZATION AND PRINCIPAL ACTIVITIES 
 

Salama Cooperative Insurance Company ("the Company") is a Saudi joint stock company incorporated in the 
Kingdom of Saudi Arabia as per the Ministry of Commerce and Industry's Resolution number 1121K dated 29 
Rabi Al-Thani 1428H (corresponding to 16 May 2007). The Company is registered in Jeddah under Commercial 
Registration No. 4030169661 dated 6 Jamad Al-Awal I428H (corresponding to 23 May 2007). 
 
The Registered Office address of the Company is: 
 
Al Amir Muhammed bin Abdulaziz Street,  
Bin Hamran Center, P.O. Box 122392,  
Jeddah 21332,  
Kingdom of Saudi Arabia. 
 
The objective of the Company is to transact cooperative insurance operations and related activities in the 
Kingdom of Saudi Arabia. The Company was listed on the Saudi Stock Exchange on 23 May 2007. The 
Company started its operations on 1 January 2008. The Company is fully owned by the general public and Saudi 
shareholders. 

 
2. BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES 

 
a) Basis of presentation 
 
These interim condensed financial statements have been prepared in accordance with International Accounting 
Standard 34: Interim Financial Reporting (“IAS 34”). The interim condensed financial statements for the nine-
month period ended 30 September 2016 (the “period”) do not include all information and disclosures required in 
the annual financial statements and should be read in conjunction with the annual financial statements as at 31 
December 2015. 
 
The accounting policies adopted by the Company for the preparation of these interim condensed financial 
statements are in accordance with International Financial Reporting Standards (IFRS) and are consistent with 
those used for the preparation of the annual financial statements of the Company for the year ended 31 
December 2015 except for adoption of new and amended IFRS and International Financial Reporting 
Interpretations Committee Interpretations (IFRIC) as mentioned in note 2(b) which had no impact on the financial 
position or financial performance of the Company. The Company’s risk management objectives and policies are 
consistent with those disclosed in the annual financial statements for year ended 31 December 2015.  
 
The preparation of interim condensed financial statements in conformity with IFRS requires the use of estimates 
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities, if any, at the date of the interim condensed financial statements and the reported amounts of 
revenues and expenses during the reporting period. Although these estimates and judgments are based on 
management’s best knowledge of current events and actions, actual results ultimately may differ from those 
estimates. In the Company’s Board of Directors opinion, the interim condensed financial statements reflect all 
adjustments (which include normal recurring adjustments) necessary to present fairly the results of operations for 
the interim periods presented. The Company’s interim results may not be indicative of its annual results. 
 
 



SALAMA COOPERATIVE INSURANCE COMPANY – A Saudi Joint Stock Company 
NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS – (UNAUDITED) 
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2016 

11 
 

 
2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

a) Basis of presentation (continued) 
 

The Company follows a fiscal year ending 31 December. 
 
The interim condensed financial statements are expressed in Saudi Riyals, being the functional currency of the 
Company and have been rounded off to the nearest thousand, unless otherwise specified.  
 
As required by Saudi Arabian insurance regulations, the Company maintains separate accounts for Insurance 
Operations and Shareholders’ Operations. The physical custody and title of all assets related to the Insurance 
Operations and Shareholders’ Operations are held by the Company. Revenues and expenses clearly attributable 
to either activity are recorded in the respective accounts. The basis of allocation of expenses from joint 
operations is determined by the management and Board of Directors.  

 
As per the by-laws of the Company, surplus arising from the Insurance Operations is distributed as follows: 

 
Shareholders 90% 
Policyholders 10% 
 ────── 
 100% 
 ══════ 

 
If the insurance operations results in a deficit, the entire deficit is transferred to shareholders' operations.  
 
In accordance with article 70 of the Saudi Arabian Monetary Agency (“SAMA”) implementing regulations, the 
Company must obtain SAMA approval before distribution of policyholders’ surplus directly to policyholders at a 
time, and according to criteria set by its board of directors, provided that the customer contract is active and paid 
up to date at the time of settlement of the cooperative distribution account. 
 
The Company presents its interim statement of financial position broadly in order of liquidity. All financial assets 
and financial liabilities except for investments held to maturity are expected to be recovered and settled 
respectively, within twelve months after the interim reporting date. 
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2 BASIS OF PREPARATION AND SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

b) New IFRS, International Financial Reporting and Interpretations Committee’s interpretations (IFRIC) 
and amendments thereof, adopted by the Company  

 
The Company has adopted the following amendments and revisions to existing standards, which were issued by 
the International Accounting Standards Board (IASB) with a date of initial application of 1 January 2016: 

 
Standard Description 
IFRS 11 Amendments to IFRS 11 Accounting for Acquisitions of Interests in Joint Operations 
IFRS 14 Regulatory Deferral Accounts 
IAS 16 and IAS 38 Amendments to IAS 16 and IAS 38 Clarification of Acceptable Methods of Depreciation and 

Amortisation 
IAS 27 Amendments to IAS 27 Equity Method in Separate Financial Statements 
IFRS 10 and IAS 28 Amendments to IFRS 10 and IAS 28 Sale or Contribution of Assets between an Investor and its 

Associate or Joint Venture 
IAS 1 Amendments to IAS 1 Disclosure initiative 
IAS 16 and IAS 41 Amendments to IAS 16 and IAS 41 Agriculture: Bearer Plants. 
IFRS 10, IFRS 12 and 
IAS 28 

Amendments to IFRS 10, IFRS 12 and IAS 28 Applying the Consolidation Exception  

IFRS 5, IFRS 7, IAS 
19 and IAS 34  

Annual Improvements to IFRS 2012-2014 cycle 

 

The adoption of the relevant new and amended standards and interpretations applicable to the Company did not 
have any significant impact on these interim condensed financial statements. 

 

c) Standards issued but not yet effective 
 

Standards issued but not yet effective up to the date of issuance of the Company financial statements are listed 
below. The listing is of standards and interpretations issued, which the Company reasonably expects to be 
applicable at a future date. The Company intends to adopt these standards when they are effective. 

 
Standard/ 
Interpretation 

 
Description 

 
Effective date 

   
IAS 12 Amendments to IAS 12 Recognition of Deferred Tax Assets for Unrealised losses 1 January 2017 
IAS 7 Amendments to IAS 7 Disclosure Initiative 1 January 2017 
IFRS 9 Financial Instruments 1 January 2018 
IFRS 15 Revenue from Contracts with Customers 1 January 2018 
IFRS 16 Leases 1 January 2019 

 

The Company is currently assessing the implications of adopting the above mentioned standards, amendments 
or interpretations on the Company’s financial statements. 
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3. CASH AND CASH EQUIVALENTS 

 
 30 September 

 2016 
(Unaudited) 

SR’000 

31 December  
2015 

(Audited) 
SR’000 

   
Insurance Operations   
Cash in hand and at banks 21,254 2,691 
   
Shareholders’ Operations   
Cash at banks 11 8 

 
4. TERM DEPOSITS 
 

 30 September 
 2016 

(Unaudited) 
SR’000 

31 December  
2015 

(Audited) 
SR’000 

Insurance Operations   
Term deposits  14,637 10,962 
   

 
The term deposits are held with the commercial banks. These term deposits are denominated in Saudi Arabian 
Riyals and have been an original maturity of more than three months and less than twelve months. The carrying 
amounts of these term deposits reasonably approximate their fair values at the reporting date. 

 
5. PREMIUM RECEIVABLES, NET 

 
 30 September 

 2016 
(Unaudited) 

SR’000 

31 December  
2015 

(Audited) 
SR’000 

   
Due from policyholders  82,612 42,900 
Due from policy holders – related parties (note 9) 44,991 32,707 
Provision for doubtful debts (21,261) (15,835) 
   
 106,342 59,772 
   

 
Movements in allowance for doubtful premiums receivable were as follows: 

 
 30 September 

 2016 
(Unaudited) 

SR’000 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at beginning of period / year 15,835 22,653 
Provision during the period / year 5,426 - 
Release of provision during the period / year - (6,963)
Write off of bad debts - (3,174)
Write back of previously written off balance during the year - 3,319 
Balance at the end of the period / year 21,261 15,835 
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6. INVESTMENTS  
 

a)  FVIS investments  
 

Insurance operations 
 
Movement in FVIS investments is as follows: 
 Nine-month period 

ended 
30 September 

 2016 
(Unaudited) 

SR’000 

 
Year ended 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at the beginning of the period / year 159,137 85,484 
Changes in fair value of investments 2,055 2,964 
Purchased during the period / year 89,020 140,068 
Disposals during the period / year (3,256) (69,379) 
Balance at the end of the period / year 246,956 159,137 
   

 
Shareholders’ operations  
 

Movement in FVIS investments is as follows: 
 Nine-month period 

ended 
 30 September 

 2016 
(Unaudited) 

SR’000 

 
Year ended 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at the beginning of the period / year 141,684 14,072 
Purchases during the period / year - 166,126 
Disposals during the period / year - (40,000) 
Changes in fair value of investments (597) 1,486 

Balance at the end of the period / year 141,087 141,684 
   

 

b) Held to maturity investments 
 

Insurance operations 
 

Movement in investments held to maturity is as follows: 
 Nine-month 

period ended 
30 September 

 2016 
(Unaudited) 

SR’000 

 
Year ended 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at the beginning of the period / year 36,100 30,641 
Purchases during the period / year - 5,586 
Amortised during the period / year (88) (127) 
Balance at the end of the period / year 36,012 36,100 
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6.     INVESTMENTS 
 
b)   Held to maturity investments 

 
Shareholders’ operations 
 

Movement in investments held to maturity is as follows: 
 Nine-month 

period ended 
30 September 

 2016 
(Unaudited) 

SR’000 

 
Year ended 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at the beginning of the period / year 10,147 - 
Purchases during the period / year - 10,211 
Amortized during the period / year (54) (64) 
Balance at the end of the period / year 10,093 10,147 
   

 

The fair values of held to maturity investments are not expected to be materially different from their carrying 
values. 

 
c)  Available-for-sale investments 
 

Shareholders’ operations 
 
Movement in available-for-sale investments is as follows: 
 
Nine-month period ended 30 September 2016 (Unaudited) 

 
 Quoted 

securities 
SR’000 

Unquoted 
securities 

SR’000 
Total 

SR’000 
    
Balance at the beginning of the period - 1,923 1,923 
    
Balance at the end of the period - 1,923 1,923 
    

 
Year ended 31 December 2015 (Audited) 
    
 Quoted 

securities 
SR’000 

Unquoted 
securities 

SR’000 

 
Total 

SR’000 
    
Balance at the beginning of the year - 1,923 1,923 
    

Balance at the end of the year - 1,923 1,923 
    

 
i. Unquoted available-for-sale investment, having a carrying value of SR 1,923 thousand (31 December 

2015: SR 1,923 thousand) are measured at cost as its fair value cannot be reliably measured due to the 
absence of active market and unavailability of observable market prices for similar instruments. 
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7. OUTSTANDING CLAIMS - NET 

 30 September 
2016 

(Unaudited) 
SR’000 

31 December  
2015 

(Audited) 
SR’000 

   
Gross outstanding claims 23,862 13,766 
Add: Incurred But Not Reported (IBNR) reserve 112,732 84,341 
  __________ 
 136,594 98,107 

Less:  Reinsurance companies’ share of outstanding claims (7,153) (7,408) 
   
Net outstanding claims 129,441 90,699 

 
8. ZAKAT 
 

The Zakat payable by the Company has been calculated based on the best estimates of the management. 
Movement in Zakat payable during the nine-month period ended 30 September 2016 and for the year ended 31 
December 2015 is as follows: 
 
 30 September 

2016 
(Unaudited) 

SR’000 

31 December  
2015 

(Audited) 
SR’000 

   
Balance at the beginning of the period / year 4,308 3,108 
Charge for the period / year 3,750 1,200 
Paid during the period / year  - 
   
Balance at the end of the period / year 8,058 4,308 
   
 

Zakat status 

The Company has filed its zakat declarations for the period from 16 May 2007 to 31 December 2008 and for the 
years ended 31 December 2009 through 2014 and obtained restricted zakat certificates. The Company has 
submitted its zakat declaration for the year ended 31 December 2015, a waiting for DZIT. 
 
The Department of Zakat and Income Tax (DZIT) raised assessment for the period from 16 May 2007 to 31 
December 2008 and demanded additional Zakat liability of SR 619 thousand. The Company filed an objection 
against this demand and is confident of a favorable outcome. Zakat assessments for years ended 31 December 
2009 through 2013 have not yet been raised. However, during 2013 the DZIT issued initial assessment for the 
year 2011, disallowing investments and statutory deposit from Zakat base and requested additional Zakat of SR 
1.3 million. The Company has filed an appeal against DZIT's initial assessment and confident of a favorable 
outcome. 
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9. RELATED PARTY TRANSACTIONS AND BALANCES 
 

The following are the details of significant related party transactions during the period. 
 

  Amount of transaction 
Nine-month period ended Balance as at 

30 September 
2016 

(Unaudited) 
SR’000 

Balance as 
at 31 

December 
2015 

(Audited) 
SR’000 

 
Related party 

 
Nature of transaction 

30 September 
2016 

(Unaudited) 

30 September 
2015 

(Unaudited) 
  SR’000 SR’000 

  a)  Insurance Operations      
Major Shareholder      

Islamic Arab Insurance 
Company (UAE) 

Insurance premium - 91 - - 

      
Related Parties of key 
management personnel 

 
    

Tajeer Co. (Affiliate) Insurance policies written 82,573 125,074 44,991 32,707 
      
Chairman of the Board Insurance policies written 145 256 89 - 
      
Rusd Global Company Insurance policies written 608 561 330 - 
      
Technology Establishment Insurance policies written - 277 - - 
      
Al Firdous Group Co. Insurance policies written 1,943 1,286 701 82 
      
      
Key management personnel Long-term benefits 211 180 (1,121)   (1,511) 

Short term benefits 3,835 3,419 125 132 
 

b)  Shareholders’ Operations     
      
      
Board of Directors Remuneration 81 43 - - 
      
Board Committees Remuneration 11 98 - - 
      

 
 

Terms of transactions with related parties are approved by the management of the Company. The period end balances 
of transactions with related parties are disclosed in the interim statement of financial position. 
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10. SEGMENTAL INFORMATION 

 
All the insurance operations of the Company are carried out in the Kingdom of Saudi Arabia. For management 
purposes, the operations are monitored in three major lines of business. Segment results do not include general 
and administration expenses and investment income. Segment assets do not include cash and cash equivalents, 
term deposits, net premiums receivable, net reinsurance receivable, due from shareholders’ operations, 
prepayments and other receivables, amount due from a related party, investments, furniture, fittings and office 
equipment. Segment liabilities do not include policyholders’ claims, reinsurance payables, accruals and other 
payables, due to shareholders’ operations and employees’ end of service benefits. Consistent with the 
Company’s internal reporting process, operating segments have been approved by the management in respect 
of the Company’s activities, assets and liabilities as stated below: 
 

 Medical Motor Other Total 
For the three-month period ended 
30 September 2016 

SR’000 SR’000 SR’000 SR’000 

     
Gross premium written 4,078 123,455 4,517 132,050 
Less: Reinsurance premiums ceded - (400) (4,006) (4,406) 
Less: Excess of loss premiums (366) (2,250) (221) (2,837) 
Net premium written 3,712 120,805 290 124,807 
Changes in net unearned premiums 3,187 (15,903) 677 (12,039) 
Net premiums earned 6,899 104,902 967 112,768 
Net reinsurance commissions earned - 70 995 1,065 
Net revenue 6,899 104,972 1,962 113,833 
     
Gross claims paid 4,001 57,860 517 62,378 
Less: Reinsurers share - - (363) (363) 
Net claims paid 4,001 57,860 154 62,015 
Changes in outstanding claims (95) 21,212 (269) 20,848 
Net claims incurred  3,906 79,072 (115) 82,863 
Commission expense 312 3,414 316 4,042 
Other operating expenses 454 1,994 38 2,486 
Net costs and expenses 4,672 84,480 239 89,391 
     
Net results of insurance operations 2,227 20,492 1,723 24,442 
General and administrative expenses    (11,071) 
Provision for doubtful debts    (3,890) 
Investment income    1,421 
     
Surplus from insurance operations    10,902 
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10. SEGMENTAL INFORMATION (continued) 
 
 Medical Motor Other Total 
For the Nine-month period ended 
30 September 2016 

SR’000 SR’000 SR’000 SR’000 

     
Gross premium written 23,101 377,078 15,076 415,255 
Less: Reinsurance premiums ceded - (400) (10,957) (11,357) 
Less: Excess of loss premiums (732) (8,081) (775) (9,588) 
Net premium written 22,369 368,597 3,344 394,310 
Changes in net unearned premiums (1,630) (84,973) (509) (87,112) 
Net premiums earned 20,739 283,624 2,835 307,198 
Net reinsurance commissions earned - 70 2,725 2,795 
Other underwriting income - 601 - 601 
Net revenue 20,739 284,295 5,560 310,594 
     
Gross claims paid 13,235 185,462 4,125 202,822 
Less: Reinsurers share - - (3,086) (3,086) 
Net claims paid 13,235 185,462 1,039 199,736 
Changes in outstanding claims 383 38,677 (318) 38,742 
Net claims incurred 13,618 224,139 721 238,478 
Commission expense 978 8,835 977 10,790 
Other operating expenses 1,760 5,483 192 7,435 
Net costs and expenses 16,356 238,457 1,890 256,703 
     
Net results of insurance operations 4,383 45,838 3,670 53,891 
General and administrative expenses    (35,807) 
Provision for doubtful debts    (5,521) 
Investment income    3,386 
Unallocated other income    833 
     
Surplus from insurance operations    16,782 
     
 
 Medical Motor Other Total 
 SR’000 SR’000 SR’000 SR’000 
As at 30 September 2016     
Insurance operations’ assets     
Reinsurer’s share of unearned premiums - - 5,920 5,920 
Reinsurer’s share of outstanding claims - - 7,153 7,153 
Deferred policy acquisition costs  543 8,371 539 9,453 
Unallocated assets    440,592 
     

Total insurance operations’ assets    463,118 
     
Insurance operations’ liabilities     
Unearned premiums 12,337 238,906 7,873 259,116 
Outstanding claims 6,093 120,018 10,483 136,594 
Unearned commission income - - 1,589 1,589 
Provision for premium deficiency    2,584 
Unallocated liabilities and surplus    63,235 
     

Total insurance operations’ liabilities and surplus    463,118 
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10. SEGMENTAL INFORMATION (continued) 
 
 Medical Motor Other Total 
For the three-month period ended 
30 September 2015 

SR’000 SR’000 SR’000 SR’000 

     
Gross premium written 3,765 76,814 4,221 84,800 
Less: Reinsurance premiums ceded - - (3,593) (3,593) 
Less: Excess of loss premiums (390) (1,204) (266) (1,860) 
Net premium written 3,375 75,610 362 79,347 
Changes in net unearned premiums 4,864 2,466 662 7,992 
Net premiums earned 8,239 78,076 1,024 87,339 
Net reinsurance commissions earned - - 1,006 1,006 
Net revenue 8,239 78,076 2,030 88,345 
     
Gross claims paid 4,637 65,676 750 71,063 
Less: Reinsurers share - - (379) (379) 
Net claims paid 4,637 65,676 371 70,684 
Changes in outstanding claims (17) 1,675 420 2,078 
Net claims incurred  4,620 67,351 791 72,762 
Policy acquisition costs 420 2,017 294 2,731 
Other operating expenses 433 1,146 146 1,725 
Net costs and expenses 5,473 70,514 1,231 77,218 
     
Net results of insurance operations 2,766 7,562 799 11,127 
Unallocated expenses    (10,137) 
Investment income    783 
     
Surplus from insurance operations    1,773 
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10. SEGMENTAL INFORMATION (continued) 
 
 Medical Motor Other Total 
For the Nine-month period ended 
30 September 2015 

SR’000 SR’000 SR’000 SR’000 

     
Gross premium written 24,190 270,223 17,157 311,570 
Less: Reinsurance premiums ceded - (74) (12,502) (12,576) 
Less: Excess of loss premiums (878) (4,362) (722) (5,962) 
Net premium written 23,312 265,787 3,933 293,032 
Changes in net unearned premiums 2,486 (45,405) 415 (42,504) 
Net premiums earned 25,798 220,382 4,348 250,528 
Net reinsurance commissions earned - 88 2,652 2,740 
Net revenue 25,798 220,470 7,000 253,268 
     
Gross claims paid 15,916 189,503 2,557 207,976 
Less: Reinsurers share 51 - (1,723) (1,672) 
Net claims paid 15,967 189,503 834 206,304 
Changes in outstanding claims (780) 435 391 46 
Net claims incurred  15,187 189,938 1,225 206,350 
Policy acquisition costs 1,303 6,165 858 8,326 
Other operating expenses 1,957 3,815 231 6,003 
Net costs and expenses 18,447 199,918 2,314 220,679 
     
Net results of insurance operations 7,351 20,552 4,686 32,589 
Unallocated expenses    (30,144) 
Unallocated other income    483 
Investment income    3,592 
     
Surplus from insurance operations    6,520 
     
 
     
 Medical Motor Other Total 
As at 31 December 2015 - audited SR’000 SR’000 SR’000 SR’000 
Insurance operations’ assets     
Reinsurer’s share of unearned premiums - - 6,063 6,063 
Reinsurer’s share of outstanding claims - - 7,408 7,408 
Deferred policy acquisition costs 613 4,132 470 5,215 
Unallocated assets    289,468 
     

Total insurance operations’ assets    308,154 
     
Insurance operations’ liabilities and surplus     
Unearned premium 10,707 153,932 7,508 172,147 
Outstanding claims 5,711 81,341 11,055 98,107 
Unearned commission income - - 1,553 1,553 
Other technical reserves 1,079 1,478 27 2,584 
Unallocated liabilities and surplus    33,763 
     

Total insurance operations’ liabilities and surplus    308,154 
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11. FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. 
 

The fair values of on-balance sheet financial instruments, except for investments held to maturity, are not 
significantly different from the carrying values included in the interim condensed financial statements. The fair 
values of held to maturity investments are not expected to be materially different from their book values. 
 

Determination of fair value and fair value hierarchy 
 

The Company, if applicable, uses the following hierarchy for determining and disclosing the fair value of financial 
instruments: 
 

Level 1: quoted prices in active markets for the identical assets or liabilities (i.e. without modification or 
repacking). 
 

Level 2: quoted prices in active markets for similar financial assets and liabilities or other valuation techniques for 
which all significant inputs are based on observable market data; and 
 

Level 3: valuation techniques for which any significant input is not based on observable market data. 
 

The table below presents the financial instruments at their fair values as at 30 September 2016 
 

 Level 1 Level 2 Level 3 Total 
     
Financial assets     
Financial assets held as FVIS - Insurance Operations - 246,956  246,956 
     
Financial assets held as FVIS - Shareholders’ 
Operations - 141,087  141,087 
     
Balance at the end of the period - 388,043  388,043 

 

The table below presents the financial instruments at their fair values as at 31 December 2015. 
 

 Level 1 Level 2 Level 3 Total 
     
Financial assets     
     
Financial assets held as FVIS - Insurance Operations - 159,137 - 159,137 
     
Financial assets held as FVIS - Shareholders’ 
Operations - 141,684 - 141,684 
     
     
Balance at the end of the year - 300,821 - 300,821 

 
The Company determines Level 2 fair values for trading investments based on the net assets value of the respective 
funds as at the end of the reporting period. 
 
12. EARNINGS PER SHARE 

 
Earnings per share for the period has been calculated by dividing the net income for the period by the weighted 
average number of issued and outstanding shares for the period. 
 

13. BOARD OF DIRECTORS’ APPROVAL 
 

These financial statements have been approved by the Board of Directors on 13 October 2016, corresponding to 
12 Muharram 1438H. 

 


