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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
SAUDI REINSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

Scope of audit:

We have audited the accompanying statement of financial position of Saudi Reinsurance Company (A Saudi
Joint Stock Company) (the “Company™) as at 31 December 2013 and the relaled statements of reinsurance
operations and accumulated surplus, shareholders’ operations and shareholders” comprehensive operations,
statement of changes in shareholders’ equity, statements of reinsurance operations’ cash flows and
shareholders’ cash flows for the year then ended and the related notes which form an integral part of these
financial statements. These financial statements are the responsibility of the Company's management and
have been prepared by them in accordance with International Financial Reporting Standards and the
provisions of Article 123 of the Regulations for Companies and submitted lo us together with all the
information and explanations which we required. Our responsibility is to express an opinion on these
financial statements based on our audit. We conducted our audit in accordance with anditing standards
generally accepted in the Kingdom of Saudi Arabia. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial stalements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audit provides a reasonable degree of assurance to enable us to express an opinion on the
financial statements,

In our opinion, the financial statements taken as a whole:

i) present fairly, in all material respects, the financial position of the Company as at 31 December 2013
and the results of its operations and its cash flows for the year then ended in accordance with
International Financial Reporting Standards; and

i) comply with the requirements of the Regulations for Companies and the Company’s By-laws in so far as
they affect the preparation and presentation of the financial statements.

Emphasis of a matier:

We draw attention to the fact that these financial statements are prepared in accordance with International
Financial Reporting Standards and not in accordance with accounting standards generally accepted in the
Kingdom of Saudi Arabia as issued by the Saudi Organization for Certified Public Accountants.

Ernst & Young Al Bassam CPAs & Consultants

P. 0. Box 2732 P. O, Box 6965 -
Riyadh 11461 Riyadl 1 - P
Kingdom of Saudi Arabia Kin lfh' Arabia :

" Fahad M. Al-Toaimi

Certified Public Accountant Cerifiéd Public AcCountant
Registration No. 354

20 Rabi Thani 1435H ~ S
{20 February 2014) B




Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2013

2013 2012
Notes SR SR
REINSURANCE OPERATIONS® ASSETS
Cash and bank balances 7 5,268,638 552 850
Premium receivables, net 8 70,492,623 27 607 524
Investments held at fair value through income stalement g 05,329,159 a3,244 130
Accrued insurance premiums 164,869,180 91,900, 865
Refroceded share of outstanding claims 10 104,358,575 42123104
Frepaid expenses and other assets 11 1,069,002 9a7, 944
Cue from shareholders' operations 173,315,949 8,385,126
Retroceded share of unearmed premiums 12 2,344,151 5,755,601
Deferred acquisition cosls 13 54,445 929 32,506,462
Deferred excess of loss premiums 15,716,048 11,582,791
Property and equipment, net 14 7,337,119 5,303,085
TOTAL REINSURANCE OPERATIONS' ASSETS 685,077,273 307 955,562
SHAREHOLDERS' ASSETS
Cash and bank balznces 7 85,673,516 615,363
Time deposits 15 37,500,000 187 500,000
Accrued special commission income from fime deposits 1,040,241 477,740
Accrued special commission income fram bonds and sukuk 3,295,158 2,279,972
Investments held at fair value through income statement g 595,179,554 445 743 014
Held to maturity investments 16 173,985,409 209,047,506
Prepaid expenses and other assels 1 5,738,119 4,282,585
Statutory depasit 27 100,000,000 100,000,000
Froperty and equipment 14 32,991,742 29,784,000
TOTAL SHAREHOLDERS' ASSETS 1,035,413,738 880,730,170
TOTAL ASSETS 1,730,491,012 1,288,599,732
REINSURANCE OPERATIONS' LIABILITIES AND SURPLUS
Accounts payable 8,143,043 4.768,189
Retrocassion balances payable 7,615,523 3,265,617
Accrued retroceded premiums 4463127 4,243 430
Gross unearned premiums 6,12 215,025,067 122 378,705
Gross outstanding claims 6,10 424 276,504 159 413 407
Fremium deficiency reserve i 26,167,000 -
Uneamned commission income 17 810,894 1,580 655
Accreed expenses and other liabilities 18 59233189 10,025,363
Employess' end of service benefits 1,720,644 1,362 215
TOTAL REINSURANCE OPERATIONS' LIABILITIES 694,145,196 307,037,488
REINSURANCE OPERATIONS' SURPLUS
Accumulated surplus sRTr 832,077
TOTAL REINSURANCE OPERATIONS® LIABILITIES AND SURPLUS 695,077,273 307,569,562
SHAREHOLDERS' LIABILITIES AND EQUITY
SHAREHOLDERS' LIABILITIES
Accounts payable 500,000 1,000,000
Provision for zakat and income tax 20 33,184,598 30,086,812
Due to reinsurance operations 173,315,949 6,385,120
Accrued expenses and other liabilitios 18 6,641,169 4,282 BRE
TOTAL SHAREHOLDERS' LIABILITIES 213,641,716 41,754 523
SHAREHOLDERS' EQUITY
Share capital 21 1,000,000,000 1,000,000,000
Statutory reserve 22 6,070,924 6,070,524
Accumulated deficit {184,298,501) (67,095,277
TOTAL SHAREHOLDERS' EQUITY 821,772,023 Y38, 975,647
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY 1,035,413,739 980,730,170
TOTAL REINSURANCE OPERATIONS' LIABILITIES AND SURPLUS
AND SHAREHOLDERS' LIABILITIES AND EQUITY 1,730,491,012 1,288 99,732
The accompanying notes 1 to EME!I part of these financial statements. / } 447
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF REINSURANCE OPERATIONS AND ACCUMULATED SURPLUS

For the year ended 31 December 2013

Gross written premiums
Refrocedead premiums
Excess of loss expenses

Net written premiums

Change in net uneamed premiums
Met earned premiums

Met claims paid

Change in net cutstanding claims
Met claims incurred

Premium deficiency reserve
Acquisition costs

Commissions on refroceded business
Supervision and inspection fees

Met underwriting results

Resalized gains on investments held at fair value through
income statement

Unrealized gains on investments hald at fair
value through income statement

Otherincome

Investment managemeant expensas

General and administrative expensas

Net (deficit) surplus from reinsurance operations
Shareholders’ appropriation from reinsurance operations' deficit {surplus)

Reinsurance operations’ surplus after shareholders’
appropriation
Accurmulated surplus at the beginning of the year

Accumulated surplus at the end of the year

_Motes

12
12

6,12

29,10
6,10

13
17

23
28

_,/

The accompanying notes 1 to 32 form an integral part of these financial statements.

3

2013 2012

SR SR
420,086,336 745,031,947
(6,449,199) (3,318,780)
(27,816,762) (22,427 478)
385,820,375 218,285,679
(96,057,508) (60,108,371)
289,762,567 159,177,308
{98,159,195) (34,819,245)
(202,097,626} (57,419,180)
{300,256,821) (62,238,426)
(26,167,000) :
{83,330,181) (49,786,324)
3,437,425 5,122,890
(2,100,432) (1,225,160)
(118,654,442) 22 050,268
38,659 47,688
657,960 515,578
102,639 4,160,088
{191,040 (37.497)
{21,558,264) (17,536,370)
(139,604,488) 9,320,775
139,604,488 (8,388,698)
- 932,077

932,077 .
932,077 932,077
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Saudi Reinsurance Company (A Saudi Joint Stock Company)
STATEMENT OF SHAREHOLDERS’ OPERATIONS

For the year ended 31 December 2013

Special commission income from fime deposits
Special commission income from bonds and sukuk
Dividend income

Realized gains on invesiments held at fair
value through income statement

Unrealized gains on investments held at fair valug
through income statement

Foreign exchange translation gains
Other income

Total revenues

General and administrative expenses
Investment managemeant expenses
Board of directors' remuneralions, meefing fees and expenses

Shareholders’ appropriation from reinsurance operations'
(deficit) surplus

Met {loss) income for the year
Basic and diluted {loss) earnings per share for the year

Weighted average number of issued and outstanding shares

Notes

23

24

26

2013 2012
SR SR
1,912,501 2,733,346
9,492,217 9,730,937
663,333
1,676,523 2,345,978
41,700,233 17,264,137
1,124,223 102,886
2,250,000
55,905,697 35,010,617
(13,308,766 (11,276,980)
(2,311,140) (1,841 418)
(335,465) (1,327,136)
139,604,488} 8,388,698
(99,654,162) 28,951,773
(0.997) 0.290
100,000,000 100,000,000

The accompanying notes 1 to 32 form an integral part of these financial statements,
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' COMPREHENSIVE OPERATIONS

For the year ended 31 December 2013

Met {loss) income for the year
Other comprehensive income:

ltems not to be reclassified subsequently to the income
statement:

Zakat and income tax

Total comprehensive (loss) income for the year

_ Note

20

2m3 2012
SR SR
(99,654,162) 28,951,773
(17,549,462} (19,967,589)
(117,203,624} g,584,174
?
{ 1:| =
l’”l'r”- Mt 1.-

) The accompanying notes 1 to 32 form an iﬂteg_rg_l_ part of these financial statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF REINSURANCE OPERATIONS’ CASH FLOWS
For the year ended 31 December 2013

2013 2012
Notes SR SR
OPERATING ACTIVITIES
Reinsurance operations” surplus after sharcholders” appropriation 432077
Adjustments for:
Employess’ end of servica benefits 606,023 834,587
Depreciation 1,220,037 850,650
Realized gains on investments held at fair value through income statement 9 {38,659) (47 688
Unrealized gains on investments held at fair value through income sltatement 9 (6:37,960) {636,578
Gains from disposal of property and equipment - (16,520
Shareholders' appropriation from reinsurance operations' {deficit) surplus {134,604,488) 8,388,658
Operating {loss) profit before changes in operaling assets and liabiliies {138.475,047) 0,905,226
Changes in operating assets and liabilities:
Premiums receivable, nat 8 (42,884,959) (8,480,772)
Accrued insurance premiams (72,968,315) [38,752,847)
Retroceded share of outstanding claims 10 (62,765,471) 44,511,338
Prepaid expenses and ofher assets 11 (101,058) (720,784)
Retroceded share of uneamed premiums 12 3,411,450 19,080,757
Deferred acquisition costs 13 (21,9309 467) (12,664,391}
Deferred excass of loss premiums (4,124,157) {1,276,306)
Accounts payabla 3,374,859 2,282 108
Refrocession balances payable 4,348,906 {18,970,584)
Accrued refroceded premiums 3 219,697 [9,953,243)
Gross uneamed premiums 12 92 646,358 4,027 614
Gross outstanding claims 10 264,863,007 12,807 842
Premium deficiency reserves 26,167,000 -
Uneamed commission incame 17 (769,661) (5,345,038)
Acerued expenses and other liabilities (4,101,574} 1,234 447
Employees' end of service benefits paid (247, 594) - (210,990
Met cash from operating activities 46,654,624 34,564,289
INVESTING ACTIVITIES
Purchase of property and equipment {3,254,091) (3,700.201)
Proceeds from disposal of property and equipment - 105,000
Additions in investments held at fair value through income statement {60,268,130) (71,515,844}
Proceeds from investments held at fair value lhrough income statement 48,879,720 33,601,941
Net cash used in investing activities {14,642,501) (41,519,104)
FINANCING ACTIVITY
Cue from shareholders’ operations (27,326,335) {756,008)
Met cash used in financing activity (27,326,335) ~ {756,008
INCREASE (DECREASE) IN CASH AND BANK BALANCES 4 685,788 {7.710,823)
Cash and bank balances at the beginning of the year 562,850 8,263,673
CASH AND BANK BALANCES AT THE END OF THE YEAR 7 5,268 638 582,850

Y

The accompanying notes 1 ta 32 form an integral part of these financial statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' CASH FLOWS

For the year ended 31 December 2013

2013 202
Note SR SR
OPERATING ACTIVITIES
Mot (foss) income for the period {99,654,162) 26,951,773
Adjustments for:
Realized gains on investments held at fair value through inccme statement {1,676,523) (2,345,978
Unrealized gains on investments held at fair value through income statement {41,700,233) (17,264,137
Dividend income (583,333)
Shareholders' appropriation from reinsurance operations deficit {surplus) 139,604,488 {8,388,698)
Cperating (deficit) incoma before changss in operating assets and liabilifies {3,426,430) 368,627
Changes in operating assets and liabilities:
Prepaid expenses and ofher assats {1,455,534) (1,245,858}
Accounts payable (500,000) 1,000,000
Accrued expense and other iabilities 2,358,584 1,245,958
Zakat and income tax paid {14,451,676) 15,044,131)
Net cash used in operating activities {17,475,056) (13,674,504)
INVESTING ACTIVITIES
Purchase of property and equipment (3,207,742) (28,784,000)
Froceeds from investments held at fair value through income statement 136,069,250 470,328,552
Accrued special commission income from fime deposits (562,501) 1,422,506
Accrued special commission income fram bonds and sukuk {15,188) (282,971)
Dividends received - 533,333
Addifions in investmants held at fair value through income statement {242,129,034) (640,460, 745)
Time deposits, net 150,000,000 70,538,845
Held to maturity investments 35,052,097 744,293
Net cazh from (used in) investing activities 75,206,884 (126,520,091
FINANCING ACTIMITY
Due to reinsurance operations 27,326,335 756,008
Net cash from financing activity 27,326,335 756,008
INCREASE (DECREASE) IN CASH AND BANK BALANCES 85,058,163 (139,438,587
Cash and bank balances at the beginning of the year 615,353 140,063,940
CASH AND BANK BALANCES AT THE END OF THE YEAR T 85,673,516 515,353
; / ,.-"Ai
{f ]
f/ | {y | .I'I; Iy
- o
— Wt 55

The accompanying notes 1 to 32 form an integral part of these financial statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
As at 31 December 2013

1 ORGANIZATION AND PRINCIPAL ACTIVITIES

Saudi Reinsurance Company (the “Company”) is a Saudi Joint Stock Company registered in the Kingdom of Saudi Arabia under
commercial registration number 1010250125 dated 12 Jumad Al-Awal 1429H (corresponding to 17 May 2008). The address of the
Company's registerad offics is at P.O. Box 300259, Riyadh 11372, 6% Floor, Bahrain Towers, King Fahd Road, Riyadn, Kingdom of
Saudi Arabia,

The objective of the Company is to transact cooperafive reinsurance and related activities inside and oulside the Kingdem of Saudi
Arabia.

2 BASIS OF PREPARATION

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) and not in
accordance with the accounting standards generally accepted in the Kingdom of Saudi Arabia,

Basis of measurement
The financial statements have been prepared on the historical cost basis, modified to include the measurement at fair value of

investments held at fair valus through income statemant.

Functional and presentational currency
The financial statements are presented in Saudi Arabizn Rivals being the functional currency of the Company.

3 NEW STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS

The accounting and risk management policies used in the preparation of these year financial statements are consistent with those
used in the preparafion of the annual financial statements for Ine year ended 31 December 2012 excepl for the adoption of the
following new slandards and other amendmants to exisfing standards mentioned below:

|AS 1 Presentation of ltems of Other Comprehensive Income — Amendments to 1AS 1

The amendments o 1AS 1 infroduce a Companying of items presented in OCI, Items that will be reclassified {‘recycled') to profit or
loss at a future point in time (2.g., net loss or gain on AFS financial assels) have to be presented separately from items that will not
be reclassifed (e.g., revaluation of land and buildings). The amendments affect presentation only and have no impact on the
Company's financial position or performancs.

145 1 Clarification of the requirement for comparative information (Amendment)

These amendments clarify the difference between woluntary additional comparative information and the minimum required
comparative information. An entity must include comparative information in the related notes to the financial stalements when it
voluntarily provides comparative information beyond the minimum required comparative period. The amendments clarify that the
opening statement of financial position (as at 1 January 2012 in the case of the Company), presented as a result of refrospective
restaternent or reclassification of items in financial statements does not have to be accompanied by comparative information in the
related notes. As a result, the Company has not included comparafive information in respect of the opening statement of financial
posifion as at 1 January 2012, The amendments affect presentation only and have no impact on the Company’s financial position or
performance.

IFRS T Financial Instruments: Disclosures Offsetting Financial Assets and Financial Liabilities - Amendments to [FRS 7

The amendment requires an enlily to disclose information about rights to set-eff financial instruments and related arrangements
{e.g.. collateral agreements). The disclosures would provide users with information that is useful in evaluating the effect of netting
arangements on an entity's financial position. The new disclosures are required for all recegnised financial instruments that are set
off in accordance with 1AS 32, The disclosuras also apply to recognised financial instruments that are subject to an enfirceabls
master netting arrangement or similar agreement, irespective of whether the financial insfruments are set off in accordance with 1AS
32. As the Company is not selting off financial instruments in accordance with 1AS 32 and does not have relevant offsetting
arangements, the amendment does not have an impact on the Company.

IFRS 13 Fair Value Measurement

IFRS 13 establishes a single source of guidance under IFRS for all fair valus measurements. IFRS 13 does not changs when an
entity is required to use fair value, but rather provides guidance on how to measure fair value under IFRS. IFRS 13 defines fair value
as an exit price, As a result of the guidance in IFRS 13, the Campany re-assessed its policies for measuring fair valuss, in particular,
its valuation inputs such as non-performance risk for fair value measurement of liabilties. IFRS 13 also requires additonal
disclosures,

Application of IFRS 13 has not materially impacted the fair value measurements of the Company. Additional disclosures where
required, are provided in the individual notes relating to the assets and liabiliies whose fair values were determined. Fair value
hierarchy is provided in Mote 9.




Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

3 NEW STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS (continued)

New amendments and standards issued but not yet effective:

The Company has chosen not fo early adopt the following new standard and amendments to the International Financizl Reporting
Standards

IFRS 9 Financial Instruments: Classification and Measurement

On 19 Movember 2013, the 1ASB issued a new version of IFRS 8 Financial Instruments (Hedge Accounting and amendments to
IFRS 9, IFRS 7 and IAS 39). IFRS 9 {2013)) which includes the new hedge accounting requirements and some relaled ameandments
to IAS 39 Financial Instruments: Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures. IFRS 9 {2013) also
replicates the amendments in 14S 39 in respect of novations. The standard does not have a mandatory effective date, but it is
available for application now. A new mandatory effective date will be set when the 1ASE completes the impairment phase of its
project on the accounting for financial statements. Entities may elect to apply only fhe accounting for gaing and lnsses from own
credit risk without applying the other reguirements of IFRS 8 at the same time. An accounling policy choice fo continue fa apply the
hedge accounting requirements of 1AS 39 is available for of their hedging refationships. They may later change that policy and apply
the hedge accounting requirements in IFRS 9 before they aventually bacome mandatory. This choice is intended fo be removed
when the 1458 completes its project on accounting for macro hedging.

IAS 32 Offsetting Financial Assets and Financial Liabilities — Amendments to 1AS 32

These amendments clarify the meaning of “currenily has a legally enforceable right to set-off” and the criteria for non-simultaneous
setflement mechanisms of clearing houses to qualify for offselling. These are effective for annual periods beginning on or aiftir
1 January 2014. These amendments are not expected to be relevant 1o the Company.

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Tha significant accounting policies adopted in the preparation of these financial statements are set out balow;

Basis of presentation
The Company maintains separate books of account for the reinsurance and shareholders’ operafions. Income and expenses clearly
atiributable to either activity are recorded in the respective accounts, The basis of allocafion of expenses from joint pperations is

determined by Management and the Board of Directars.

Retrocession
The Company uses refrocession agreements o incraase its aggregate undenwriting capacily, and to reduce ils exposure to
catastrophic losses on risks assumed. The ceding of risk to retrocessionaires does not relieve the Company from its direct obligaticns

to its ceding companies.

A impairment review of amounts recoverable under retrocession agreements is performed at each reporting date or more frequantly
when an indication of impairment arises during the reporting year. Impairment occurs when objective avidence oxisls fhat the
Company may not recover outstanding amounts under the terms of the contract and when the impact on the amounts that the
Company will receive from the retrocessionaire can be measured refisbly. The impairment loss is recorded in the statement of
reinsurance operations and accumulated surplus,

Premiums and claims are presented on a gross basis for both assumed reinsurance and refroceded business.

Retroceded assets and liabilities are derecogrized when the contractual rights are exfinguished or expire or when the contract is
transfemred to another party.

Cash and cash equivalents
Cash and cash equivalents comprise of cash at banks and deposits with a maturity of three manths or less at the date of orginal

acruisition.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Deferred acquisition costs (DAC)
Those direct and indirect costs incurred during the financial peried arising from the writing or renewing of reinsurance cantracts are

deferred fo the extent that these costs are recoverable out of future premiums, All other acquisiion costs are expensed when incurmred.

Subsequent to initial recognition, deferred costs are amortized using the same basis for unearmed premiums. Amorlization is recorded
in the statement of reinsurance operations and accumulated surplus,

Changes in the expected useful lifz or the expecied pattern of consumption of future economic benafits embodied in the asset arg
accaunted for by changing the amortization period and are treated as a change in accounting estimate.

An impairment review is performed at each reporting date or more frequently when an indication of impairment anses. When the
recoverable amaunts are less than the carrying value an impairment loss is recognized in the statement of reinsurance operations and
accumulated surplus. DAC is also considered in the liabilty adequacy test for each reporting period.

Property and equipment
Property and equipment are vehicles are stated al cost net of accumulaled depreciation and any impairment in value. When significant

parts of property and equipment are required to be replaced at intervals, the Company recognises such parts as individual assets with
specific useful lives and depreciates them accordingly. All other repair and maintenance costs are recognised in statement of income
as incurred. The cost of properly and equipment is depreciated and amortised on the straight-line method over e estimated useful
lives of the assets as follows:

Building 33 Years
Computers and equipment 3-5Years
Furniture and fixtures 5 Years
Mator vehicles 4 Years
Leasehold improvements 10 Years

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at each reporfing date. The carrying values of
these assets are reviewed for impairment when events or changes in circumstances indicate that the carrying valus may not be
recoverable. If any such indication exists and where the carrying values exceed the estimated recoverable amount, the assets are

written dowin 1o their recoverable amount,

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

Impairment and un-collectability of financial assets

An assessment is made at each statement of financial position date to determine whether there is objective evidence that a specific
financial asset or a group of financial assets may be impaired. If guch evidence exsts, any impaimment loss is recognized in the
statement of reinsurance operations and accurmulated surplus or the statement of shareholders' operations,

Impairment is determinad as follows:

. For assels caried at fair value, impairmant is the difference between cost and fair value, less any imparment loss
previously recognized in the statement of reinsurance operations and accumulated surplus or the statement of
shareholders' operations,

. For assels carried at cost, impairment is the difference between carrying value and the present value of future cash
flows discounted at the current market rate of return for a similar financial asset;

. For assets carried at amortized cost, impaiment is the difference between carrying amount and the present value of
future cash flows discounted at the original effective special commission rate.

Written Premiums
Gross written premiums comprise of total premiums in relation fo contracts incepling during the financial year irespective of whether

they relata in whole or in part to a laler accounting period. Itincludes an estimate of pipeline premiums, being those premiums written
but not reporled to the Company at the statemant of financial pesition date. Fipeline premiums are reporfed as acorued insurance

premiums in the balance sheat.



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Premiums earned and commission income

Premiums and commission income are taken into income over the periods to which they relate to cover the reinsurance risk.
Unearned premiums and commission income represent the portion of premiums written and commission income relating to the
unexpired panod of coverage and is deferred based on the following metheds:

. For proporfional reinsurance treaties under consideration of the underlying exposure in relation o the ling of
business as follows:

Line of business Years
Enginesring 4
Others 2

. Actual number of days for facutative reinsurance and nen-proportional reinsurance treaties and portfalio transfemed
from insurance companies.

The change in the provision for unearned premiums and commission income is taken to the statement of reinsurance operations and
accumulated surplus in order fo recognize revenue over the period to cover the reinsurance risks.

Claims
Claims, comprising amounts payable to ceding companies under reinsurance contracts and relaled loss adjustment expenses, net of
recoveries and are charged o income as incurred.

Gross outstanding claims comprise the gross estimated cost of claims incured but not sellled &t the balance sheet dale whether
reported or not. Provisions for reported claims not paid as at the balance sheet dale are made on the basis of individual case
estimates. In addition, a provision based on Management's judgement and the Company's prior experience is maintained for the cost
of settiing claims incurred but not reported at the statement of financial posifion date.

Lny difference between the provisions at the statement of financial position date and setflements and provisions for the subsequent
year is included in the undenwifing account for that year,

Liability adequacy test

At each statement of financial position date, a liability adequacy festis performed to ensure the adequacy of the reinsurance conlracts
liabilities net of related deferred acquisifion costs. In performing these tests, Management uses cument best estimates of fulure
contractual cash flows and claims handling and administration expenses. Any deficiency in the carrying amounts is immedialely
charged to the statement of reinsurance operations and accumulated surplus initially by writing off related deferred acquisiion costs
and by subsequently establishing a provision for losses arising from liability adequacy tests.

Premiums receivable

Premiumns receivable are recognized when due and measured on initial recognition at the fair value of the considerations recaived or
receivable, The carrying value of premiums receivable is reviewed for impairment whenever events or circumstances indicate that the
carrying amount may not be recoverable, with the impairment loss recorded in the statement of reinsurance operafions and
accumulated surplus. Premiums recaivable are derecognized when the deracognition criteria for financial assets have been mel.

Accounts payable and accruals
Liabilities are recognized for amounts to be paid in the fulure for goods or services received, whether billed by the supplier or not

Special commission income

Special commission income is recognized on an effective yield basis taking account of the principal outstanding and the applicable
special commission rate.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments held at fair value through income statement
Investrments held at fair value through income statement are investments designated at fair value through income statement at
inception. For investments designated as fair value through income statement, the following criteria must be met.

. This designation eliminates or significantly reduces the inconsistent treatment that would otherwise arse from
measuring the assets and liabilites or recognising gains or losses on a different basis, or

. The assets and liabilities are part of a group of financial assets, financial liabilities or both, such assets and liabilifies
are managed and their performance is evaluated on a fair value basis, in accordance with a documentad risk
management or invastment strategy.

These investments are initially recorded at fair valua. Subsequent ta initial recognition, these investments are measured at fair value.
¥ q

Fair value adjustments and realised gains and Insses are recognized in the stalement of reinsurance pperations and accumulated
surplus and the statement of shareholders’ oparations.

Held to maturity investments

Investments with fixed or determinable payments whereby the Company has the posifive infention and ability to ho'd till maturity are
measured, after acquisition, at amorlized cost less impairment in its value. The amortized cost is compuled taking inte consideration
the discount or the premium at the acquisiton date. Income o loss resulting from these investments is recognized in the statement of
shareholders' operations upon derecognizing these invesiments or impairment in ifs value.

Employees’ end of service benefits

Employees' end of service benefits are accrued currently and are payable as a lump sum to all employees under the terms and
conditions of Saudi Labour Regulations on termination / end of their employment contracts, The liability is calculated as tha current
value of the vested benefits to which the employee is entitied, should the employee leave al the statement of financial position dale,
End-of-service payments are based on employess’ final salaries and allowances and thelr cumulative years of service, as defined by
the conditions stated in the laws of the Kingdom of Saudi Arabia,

Operating leases
Operaling lease payments are recognized as expenses in the statements of reinsurance operations and accumulated surplus and

shareholders’ operations on a sfraight-line basis over the lease contract.

Foreign currencies
Transaclions in foreign currencies ara recorded in Saudi Riyals at the exchange rate in effect at the date of the transaction. Monetary

assets and liabilities denominatad in foreign currencies are translated at the rate of exchange ruling at the statement of financial
position date. All differences are taken fo the respective statements of reinsurance operations and accumulated surplus or
shareholders' operations.

Zakat and income tax

Zakat and income tax are provided for in accordance with Saudi Arabian Zakat and Tax Regulations. As per the Company's by-laws,
Zakat and income tax charge is transferred to the shareholders, Accordingly income tax is charged fo MNon-GCC shareholders' equity
account while the zakat is charged to the GCC sharehalders and general public equity account

Provisions
Provisions are recognized when the Company has an obligation (legal or constructive] as a result of past events, and it is more likely
that an outflow of resources will be required to settie the obligation and the amount has been reliably estimated.

Offsetting financial assets and liabilities

Financial assets and liabilities are offset and the net amauni reported in the statement of financial position only when there is & legally
enforceable right to offset the recognized amounts and there is an intenton to settle on a net basis, or fo realise the assets and setilz
the ligkility simultanecusly. Income and expense is not offset in the statements of reinsurance operations and accumulaled surplus
and shareholders’ aperations unless required or permitted by any accounting standard or interpretation,

Trade date accounting

Al regular way purchases and sales of financial assels are recognized / derecognized on the trade date (ie. the dale that the
Company commits to purchase or sell the assets). Regular way purchases or sales are purchases or sales of financial assets that
require setflemeant of assets within the ime frame generally established by regulation or convention in the market place.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

4, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Segmental reporting

A segment is a distinguishable component of the Company that is engaged either in providing services (a business segment) ar in
providing services within a parlicular economic environment (a geographic segment], which is subject to its income and losses tha are
differant from those of othar sagments. For management purposes, the Company is organized into business units based on their
products and services and has six main reportable segments as follows:

. Engineering provides coverage for builder's risks, construction, slectrical, electronic, and machinery breakdown, and
any other insurance included under this class of insurance.
Fire, provides coverage against fire and any other insurance included under #is clags of insurance.
WMarine, provides coverage for goods in transit and the vehicles of transportation on main ways, and any other
insurance included under this class of insurance.
Motor, provides coverage against losses and liability relaled lo motor vehicles, excluding ranspart insurance,
Lifie, provides coverage for Individual or group of individuals against death, disability and chronic diseasss.
Health, provides coverage medical costs, medicines, and all other medical services and supplies.

Segment performance is evaluated based on profit or loss which, in certain respects, is measured differently from proft or loss in the
financial statements,

Mo inter-segment transactions occurred during the year. If any fransaction were to cccur, transfer prices between business segmants
are set on an anm's langth basis in a manner similar to transactions with third parties. Segment income, expense and results will then
include those fransfers between business segments which will then be eliminated at the level of financial statements of the Company.

5 SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Company’s financial statements requires Management to make estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabiliies and the disclosure of contingent liabilities, at the reporting date.
However, uncartainty about thess estimates and assumptions could result in an outcome that could require a materizl adjustment to
the carrying amount of the asset or liakility affected in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty at the statement of financial position dale,
{hat have a significant risk of causing a material adjustment to the camying amounts of the assets and liabilities within the next
financial year are discussed below.,

The ultimate liability arising from claims made under reinsurance contracts

The esfimation of the ultimate liability arising from claims made under reinsurance contracts is the Company’s most critical accounting
estimate. There are several sources of uncertainty that are needed to be considered in estimating the liability that the Company will
ultimately pay for such claims. The provision for claims incurred bul not reported {IENR] is an gsfimation of claims which are expected
to b reporled subsequent to the statement of financial position date, for which the insured event has occurred prior to the statement
of financial position date. The primary technigue adopted by Management in esimating the cost of notified and IBMR claims, is that of
using the past claims settlement trends to predict future claims settlement rends.

Claims requiing court or arbitrafion decisions are eslimated individually. Independent loss adjusters normally estimate proparly
claims. Management reviews its provisions for claims incurred, and claims incurred but not reported, on a quarterly basis.

Impairment losses on receivables

The Company assesses receivables that are individually significant and receivables included in a group of financial assets with similar
credit risk characteristics for impairment. Receivables that are individually assessed for impairment and for which an impaiment loss
is or continues to be recognized are not included in & collective assessment of impairment. This assessment of impairment requires
judgment. In making this judgment, the Company evaluates credit risk characleristics that consider past-ue status being indicative of
the ahility to pay all amounis due as per contractual terms.

Deferred acquisition costs

Certain acquisition costs related fo the incoming reinsurance contracts are recorded as deferred acquisition costs {DAC) and are
amortized in the statement of reinsurance operations and accumulated surplus over the related period of the contracts.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

2 SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS (Continued)

Fair values of financial instruments
Fair valug is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
paricipants at the measurement date. The fair value measurement is based on the presumption that the transaction to sl the assel

or fransfer the liability takes place either.

o in the principal market for the asset or liability, or
s inthe abzence of a srincipal market, in the most advantageous market for the asset or liability

The principal or the most advantageous market must be accessible to by the Company. The fair value of an asset or a liabilily is
measured using the assumptions that market parficipants would use when pricing the asset or liability, assuming thal market
participants act in their cconomic best inferest.

A fair value measurement of a non-financial asset takes into account a market parficipant’s ability to generate economic benefils by
using the assat in its highest and best use or by selling it to another market participant that would use the asset in its highest and best

use,

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available o
measure fair value, maximising the Use of relevant cbservable inputs and minimising the use of unobservable inputs.

Al assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value
hierarchy, described as follows, based on the lowest lavel input that is significant to the fair value measurement as a whole:

Level 1: Quoted (unadjusled) market prices in active markets for identical assets or liabilities.

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

Level 3 Valuation technigues for which the lowest level input that is significant to the fair value measurement is unobservable.

For assets and liabilifies that are recognised in the financial statements on a recurring basis, the Company determings whether
transfers have occurred between Levels in the hisrarchy by re-assessing categorization (based on the lowest lovel input that is
significant to the fair value measurement as a whole) at the end of each reporting pericd.

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the nature,
characteristics and risks of the asset or liability and the lzvel of the fair value hierarchy as explained above.

The Company's management determines the policies and procedures for both recurring fair value measurement, such as investment
properties and unguoled AFS financial assets, and for nen-recurring measurement, such as assets held for distbution in

discontinued operalion,

The Investment committze, in conjunction with the Company's external valuers, compares the changes in the fair value of each
investment asset wilh relevant extemal sources to determing whether the change is reasonabla,

The Risk and underwriting committee, in conjunction with the Company's extemal Actuaries, compares the changas in the technical
reservies, to determine whether the change is reasonable.

The audit committee, in conjunction with the company’s management, compares the changes in fair value of each other asset and
lighilities, o determine whether the change is reasonabls,




Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

6. TECHNICAL RESERVES

Based on recommendation from the extemal actuary of the Company and insurance regulator, the management of the Campany
has changed its basis to determine the technical reserves due to avalabilty of new informalion and after considering longer
historical experience. This has resulted in recording of additional reserves for uneamed premiums, incurrad but not reported
claims and premium deficiency of SR 25 milion, SR 45 millien and SR 26 million respectively. Changes in esiimating reseres
for unearned premium and incurred but not reported claims have been considered as change in accounting estimate. Due to
very nalure of the insurance and reinsurance industry, itis not practicable for the company to defermine the effect of this change
in accounting esfimats for the future.

T. CASH AND BANK BALANCES
_ 2013 : s 2012
Reinsurance Shareholders’ Reinsurance Shareholders’
Operations Cperations Operafions Operafions
B SR 2R - SR SR
Cash in hand 970 - - -
Cash at bank 5,267,668 85,673,516 582,850 615,353
5'3,_258,’&33 85,673,516 582,850 15,353

Cash at banks are placed with counterparties that have good credit ratings.

8. PREMIUMS RECEIVABLE , NET
2013 2012
SR _ SR
Premiums receivable 72,815,780 29,930,781
Less: Provision for doubtiul dabis (2,323,157} (2,323,157)
70,492 623 27 BO7 624
As at 31 December, the ageing of gross premiums receivable is as follows:
_ Past due but not impaired
Meither past due nor Less than 9 to Above  Past due and
impaired 90 days 180 days 180 days impaired Total
SR 3R SR SR SR SR
2013 _ 53,208 332 4181,029 9313122 3,700,133 2,323,164 72,815,780
2z 3,080,422 3,847,284 8,113,194 12,361,757 2518124 29,830,781
9. INVESTMENTS HELD AT FAIR VALUE THROUGH INCOME STATEMENT
i. Investments held at fair value through income staterment consist of the following:
s 2012
Reinsurance Shareholders’ Reinsurance Shareholders’
operations operations operations operalions
SR SR SR SR
Funds 95,320,159 234,236,625 83,244 130 74,035,454
Equity Portfolios . 164,109,001 » 135,863,918
Bond Porlfolios . 156,796,858 : 210,843,604
Sukuk - 40,037,070 5 25,000,000
95,329,158 585,179,554 83,244 130 445,743,014
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

9. INVESTMENTS HELD AT FAIR VALUE THROUGH INCOME STATEMENT {Continued)

ii. 45 at 31 Decamber 2013 and 2012, all financial instruments under reinsurance operations which are fair valued are

fquoted.

. The analysis of the compasition of invesiments for shareholders’ operations iz as follows:

] 2013
CQuoted Unguoted Total
SR SR SR
Funds 209,236,625 25,000,000 234,236,625
Equily Portiolios 164,108,001 - 164,108,001
Bond Porliclios 156,796,858 . 156,796,858
Sulkuk - 40,037,070 40,037,070
530,142,484 65,037,070 595,179,554
2mz
Cuolad Unguoted Total
2R SR SR
Funds 49,035,454 25,000,000 74,035 484
Equily Porticlios 135,863,916 - 135,863 916
Bond Porticlios 210,843,604 - 210,843,604
Sulkuk - 25,000,000 25,000,000
395,743,014 50,000,000 445,743,014

As at 31 December 2013 and 31 December 2012, all financial instruments under reinsurance operations which are measured
at fair value are Level 1 instuments. The fallowing table shows an analysis of financial instruments under shareholders'

operations measured at fair value by level of the fair value hierarchy:

2013 -
Level 1 Level 2 Level 3 Total
SR SR = SR SR
Funds 209,236 625 Z 25,000,000 234,236,625
Equity Porffolios 164,109,001 - 164,109,001
Bond Porlialios 156,796,858 - 156,756,858
Sukuk _in 40,037,070 -W,l:!_ii?,ﬂ?_q_
530,142 484 65,037,070 585,179,554
2012
Lewvel 1 Level 2 Level 3 Total
SR ZR SR SR
Funds 49,035,404 7 25,000,000 74,035,494
Enuity Portfolios 135,863,516 2 135,563 9186
Bond Portfelios 210,843 604 - 210,643,804
Sukuk - 25,000,000 25,000,000
305,743,014 50,000,000 445,743,014

There were na transfers between level 1 and level 2 fair value measurements, and no transfers into or out of level 3 fair value
measurements during the year ended 31 December 2013 and year ended 31 December 2012.

17



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

g, INVESTMENTS HELD AT FAIR VALUE THROUGH INCOME STATEMENT {Continued)
. The mavement of investments held at fair value through inceme statement is as follows:
2013 212
SR - SR §
Reinsurance Shareholders' Reinsurance Shareholders’
operations operations cperations operafions
Opening balance 83,244,130 445,743,014 44 644 951 256,000,702
Additions 60,268,130 242.129,034 71,516,844 B40,460,744
Disposals (48,879,720 (136,069,230} (33,801,241 (470,328,552
Unrealized gains 657,960 41,700,233 636,578 17,264,137
Realized gains 38659 1676523 47,688 2,345,978
Closing halance 95,329,139 595,179,554 83,244,130 ~ 445,743,014

Investments under reinsurance and shareholders' operafions include SR 12.3 million and SR 4.2 million respactively as at 31
December 2013 (31 December 2012: SR Nil and SR 4.8 million respectively) cash deposits with reputable banks. These funds are
placed by the Company with the assets managers and are independently operated by them. These funds are expecied to be invesled
in the subsequent pericds,

10. OUTSTANDING CLAIMS

— 2013

Gross  Retroceded share Net
SR SR 5R
Cpening balance 159,413,407 (42123,104) 117,290,303
Cutstanding claims provided during the year 176,411,587 {63,856,633) 112,554,954
Claims incurred but not reported provided during the year 88,451,510 1,091,162 89,542 672
Change in outstanding claims . 264,863,007 _ (62,765,471) 202,097,626
Clasing balance 424 276,504 (104,888,575} 319,38?,929__
B . |

Gross Retroceded share Met

SR SR SR

Opening balance i 146,505,565 (86,534.447) G3871,123
Outstanding claims provided during the year 526,048 35,041,238 4,567 327
Claims incurred but not reported provided during the year 6,381,754 9.470,00% 15,861,863
Change in cutstanding claims 12,907 842 44,511,338 57,419,180
Closing balance . 189,413 407 ] (42123.104) 117,280,303
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

As at 31 December 2013

11. PREPAYMENTS AND OTHER ASSETS

2013 B e
Reinsurance Sharehelders’ Reinsurance Shareholders'
operations operations aperations operations
SR SR SR SR
Advances to employees 393,380 247,233
Prepaid insurance 153,534 112,647
Prepaid rent 112,501 112601
Advance payments 283,333 . 73,800 -
Interest received on statutory deposit - 5,622,925 4 282 585
Others 126,244 115,194 371,763 -
1,063,002 5,738,119 967,944 4,282,585
12. UNEARNED PREMIUMS
o 2013 -
Gross  Retroceded share Net
SR SR SR
Opening balance 122,378,709 (5,755,601) 116,623,108
Premiums written during the year 420,086,336 (6,449,199) 413,637,137
Fremiums earned (327,439,978 9,860,649 {317,579,328)
Change in unearnaed pramiums 92,646,358 3.411,450 86,057,808
Closing balance 215,025,067 (2,344,151) 212,680,916
2012
Gross  Retroceded share Met
SR SR SR
Cpening balance 81,351,085 (24 B36,358) 56614, 737
Premiums written during the year 245 (031,947 (3218780 241,713,157
Premiums eamed {£04,004,333) 22,380,547 [181,604,7886)
Change in unearned pramiums 41,027,614 18,080,757 60,108,371
Closing balance 122,378,708 {5,755,601) 116,623,108
13, DEFERRED ACQUISITION COSTS
2013 2012
SR ZR
{pening balance 32,506,462 16,842,071
Incurred during the year 105,269,648 62,460,715
Amortized during the year (83,330,181) (49,786,324}
54,445,929 32 608 462

Closing balance
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

As at 31 December 2013

14. PROPERTY AND EQUIPMENT, NET
a) Reinsurance operations:
Furniture
Computers and and Motar Leasehold Work in
Equipment Fixtures Vehicles Improvements Progress Total
SR SR SR SR SR SR
Cost:
&g at 31 December 2011 2,373,408 108,756 651,400 2,192 623 251,471 5578558
Additions during the year 632765 3,500 e - 3,072,936 3709201
Disposals during the year - B - [137,000) - - (137,000)
As at 31 December 2012 3,006,173 113,256 514,400 2,192,523 3,324,407 9,150,758
Addilions during the year 3,240,549 13,542 . - - 3,254,0M
Transfers during the year 3,324,407 - (3,324,407) -
Disposals during the year - - - - - -
As at 31 December 2013 9,571,129 126,798 514, 400 2,192,523 o 12,404,850
Accumulated depreciation;
As at 31 December 2071 2,019,863 81,574 258,035 884 683 3,245 664
Charged for the vear 296,053 21,812 113,536 219,244 a0, 540
Disposals during the year o - = (48,520) - (48,5200
As at 31 December 2012 2,315,916 103,791 324,055 1,103,932 3,847,694
Charged for the year 904,241 8,698 87,850 219,243 1,220,037
Cisposals during the year . - - - -
As at 31 December 2013 3220157 112,489 411,905 1,323,180 5,067,731
Net book valug
As at 31 December 2012 680,257 9465 150,345 1,088,591 3,324 407 5,303,085
As at 31 December 2013 6,350,972 14,309 102,495 869,343 - 7,337,119
b) Shareholders’ operations:
Furniture and Work in
Land Building fixtures Progress Total
SR SR SR SR SR
Cost:
As at 31 Dacember 2012 18,329,960 11,454,040 29,784,000
Additions during the year - 3,207 742 - 3,207,742
Transfers during the year 11,454,040 (11454,040) -
As at 31 December 2013 18,320960 11,454,040 3,207,742 - 329742
Accumulated depreciation:
As at 31 December 2012
Charged for the year
As at 31 December 2013 =
Net hook value
4s at 31 December 2012 18,328 560 - 11,454,040 29,784,000
As at 31 December 2013 18,320,960 11,454,040 3,207,742 - 32,991,742

The Company acquired the land and stared the construction of a new head office building during 2012. This building was

completed in Cecember 2013,
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

15. TIME DEPOSITS

Time deposits represent deposits with banks with maturity period of more than three months from the date of original placement. Such
deposits eam special commission at an averags rate of 2.5% per annum as at 31 Decamber 2013 (31 December 2012 2.3% per
annumj.

Time deposits are placad with counterpartiss that have a good credit rating.
16. HELD TO MATURITY INVESTMENTS

The held o maturity investments represent deblt instruments with a 4 to 10 year time horizon yielding an average special commission
of 4.35% per annum [2012: 4.37% per annum). The faTr value of held to maturity investments amounted to SR 183,878,544 (2012 SR
226,002 171) as at the statement of financial position date and is classified under level 2 of fair value hierarchy.

17. UNEARNED COMMISSION INCOME

2013 2012
SR SR
Cpening balance 1,580,555 £,%26,491
Commission received on retroceded business during the year 2 667,764 776,954
Commission earned on retroceded business during the year {3,437,425) (6,122,830}
Closing balanca 810,894 1,580,555
18, ACCRUED EXPENSES AND OTHER LIABILITIES
- ~2M3 2012 e tnnn oy
Reinsurance Shareholders’ Reinsurance Shareholders'
operations operations oparations cperations
_ SR SR &R SR
Employess bonus 3,827 484 ¥ 3,123,568
Withholding tax payable 503,401 i 3402809
Board of directors’ remunerations - 5 1,277 130
Frofessional fees payable 283,501 770,116 927 489
Meeting fess and expanses . 248128 188,500 -
Interest recaived on statutory depasit 5,622 925 4,282 585
Cihers 1,308,003 - 1,105,867 -
5,923,388 6,641,169 10,025,363 4,282,585
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

20, ZAKAT AND INCOME TAX

a) Zakat

Zakat charge for the year of SR 17,549,482 (2012: SR 19,713.367) is basad on the following:

Share Capital

Statutory reserve — beginning of the year
Accumulated deficit —beginning of e year
Adjusted net {loss) income for the year
Pravisions

Deduct:

Property and equipment, net
Held to maturity investments
Statutory deposit

Zakat base

b} Income tax
Income tax for the year of SR Nil (2012: SR 254,232) is based on the following:

Met {loss)fincome for the year
Fortion of nat taxable (losshincome for non-Saud sharsholders @ 2.34% (2012: 5.9%)
Portion of accumulated losses for non-Saudi shareholders [25%)

Income tax base

c) The movement of the provision for zakat and income tax is as follows:

Cpening balance
Incame tax provision for the year

Zakat provision for the year
Paid during the year

Closing balance

d) Status of assessment

2013 2012
_ SR SR
1,000,000,000  1,000,000,000
6,070,924 6,070,924
(67,095,277) (76,079,451]
(98,904,407) 30,832,514
19,072,913 12,238,189
859,144,163 473,062,276
(40,328,861) (36,087,065)
(173,995,409)  (209,047,506)
(100,000,000 (100,000,000}
544,819,883 £28,927,705
2013 2012
SR SR
(99,654,162) 28,951,773
(2,334,100) 1,694,880
E 423,720
(2,334,100) 1,271,160
2013 2012
SR SR
30,086,812 25,163,344
: 264,232
17,549,462 19,713,357
(14,451,676) (15,044,131)
33,184,598 30,085,812

The Company has filed its zakat refurn for the years endad 31 December 2009 to 2012 with the Department of Zakat and Income Tax

{DZIT) and has not yet received related final assessments,

Zakat and Income tax provigion is calculated based on the Company's best understanding of the DZIT instructions. Additional zakat
and income tax provision is accounted for fo cover for any difference with the final zakat and income tax assessment when received

from DZIT,
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

'NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

21, SHARE CAPITAL
The authorized, issued and paid up share capital of the Company is SR 1 billion divided into 100 million shares of SR 10 each,

22, STATUTORY RESERVE

In accordance with the Company's by-laws, 20% cf its net income of the year is fransferred 1o the statulory reserve, The Company
may resolve to discontinue such fransfers when the ressrve totals 100% of the capital, This reserve is not available for distribution to
shareholders,

23. GENERAL AND ADMINISTRATIVE EXPENSES

2013 B 22
Reinsurance  Shareholders' Reinsurance Sharsholders'
operations operations operations operations
SR SR N ;. SR
Salaries and related benefits 16,588,272 7,080,059 13,450 562 B, 2548, 643
Travelling expenses 1,292 244 460,692 1,158,373 288 52T
Depreciaion (Mote 14) 580,956 639,081 227,728 422 922
Rent and premises expenses 586,114 570,949 346,460 843,425
Bdverlising 404,150 909,605 138,581 454,943
Professicnal foes 245,084 1,033,754 153,502 1,320,874
Withholding tax 157,419 - . .
Consulling feas - 2,175,626 - £30,190
Provision for doubtful debts - - 831,809 -
Licensing fees - 429,000 - 402,998
Others 1,704,005 - 1,128,625 549 467
21,558,264 . 13,308,766 17,536,370 11,278,505
24, BOARD OF DIRECTORS' REMUNERATIONS AND EXPENSES
2013 21z
SR SR
Board of directors” remunerations - 1,020,000
Meating fees and expenses 335,465 307,135
335,465 1,327,135
25, RELATED PARTY TRANSACTIONS AND BALANCES
The following are the details of major relaled party fransactions during the year and balances at the end of the year:
Amaount of transactions for the
year ended 31 December Balance as at 31 December
2013 212 2013 012
Related party Nature of transactions SR SR SR iR
Board of directors Consulting fees 326,829 360,671 - -
Remunerations - 1,020,000 248,129 1,277,130
Mesting fees and expenses 335,465 307,135 - 188,500
Key management Short term benefils 7644, 521 8,297 472 2,173,000 2,000,000
personnel End of service benefits 205,489 250,301 446,650 209043

Balances with relaled parlies are included in accrued expenses and other liabilifes shown in the statement of financial position.
25, BASIC AND DILUTED (LOSS)/ EARNINGS PER SHARE

Basic and diluted (loss} earnings per share for the years ended 31 December 2013 and 2012 have been calculated by dividing net (loss)/
income for the year by the average ordinary issued and outstanding shares at the end of the year.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

27, STATUTORY DEPOSIT

The Company has deposited an amount of SR 100 million with a local bank represenfing the statutory deposit of 10% of its paid-up
capital as required by the Implementing Regulations of the "Law On Supervision of Cooperative Insurance Companies” issued by the
Saudi Arabian Monetary Agency. This statutory deposit cannot be withdrawn without the consent of the Saudi Arabian Monstary

Agency.
28. MET (DEFICIT) SURPLUS FROM REINSURANCE OPERATIONS

Net surplus (deficit} surplus from reinsurance operations has been charged to the stafement of shareholders' operations. The tofal net
deficit from date of incorporation of the Company Io 31 Decamber 2013 is as fullows:

SR
For the period from 1 May 2008 to 31 December 2008 (11,925,491)
For the year ended 31 December 2002 (20,545,633
For the year ended 31 December 2010 {21,935,456)
For the year ended 31 December 2011 (37,083,139
For the year ended 31 Decembar 2012 B,388,698
For the year ended 31 December 2013 {139,604,488)
(231,094,207
29. NET CLAIMS PAID

2013 202

SR SR

Gross claims paid 108,321,996 80,495,456
Refroceded share of claims paid {10,162,801) (54 877.210]
Met claims paid 98,159,195 34,618,246

MNet claims paid include all amounts paid and amounts received through claim portfolio fransfers from insurance companies.
A respective provision is provided for such claim portfolio transfers in the outstanding claims.

30. SEGMENTAL INFORMATION
The Company has adopted IFRS & Operating Segments with effect from January 1, 2008. IFRS 8 requires operating segments (o be
identified on the basis of internal reports about components of the Company that are regularly reviewsd by the chief decision makerin

order to allocate rescurces 1o the segments and to assess ils performance.

Consistent with the Company's inlernal reporiing process, business and gengraphical segments have been approved by the
Management Committea in respect of the Company's activifies, assets and liabilities as stated below.

Segment results do not include realized and unrealized gains on investments held at fair value through income statement, other
income, investment management expenses and all general and administrative expenses except depreciation.

Segment assets do not include cash and cash equivalents of reinsurance operations, investmenls held at fair value through income
statement, prepaid expenses and other assets, due from shareholders' operations and property and equipment, net

Segment liatilities do not include surplus distribution payable, accrued expenses and other liabilites and employses’ end of service
benefits.

25



=

(Zry'r5a'8L L) (5e6°218'L] YEP'ZS0'}1 LLL¥'602'L) BZ4'LZLE (ego'ces’s0r]  (0BG'cLy'l)
(zer'onl'2) (285611 (Li5952) (6Z1'e52) (061'922) (¥6L'66L) (161°c88)
STP'LER'S {6ctsz) 616°2 - Peb' 12T B69°66¢ 251°1£8'2
{181 0ee'cs) {901'v8Z'g) (Lo8'089‘ L) (spa'osz's) {99¢'1L09'LL) (925'99.°/¢) (Let'9zL'al)
(000'29)'92) * . (09 16e'e) . (0¥9'54L°22) "
(1z8‘95z'00¢) (09z'099°08) (6L9'0EL 02) (b01'L28%02) (122'766'61) (FLr'986°0LL)  (966°609'L¢)
(929°160'20Z) (lzlzzL's) (297" 191°6) (e otk il (TR (9%.'z6v'sTH) (sea'erezel
(561661 '86) (6E1'885°1Z) (951'696°01) (952 0vP 9) (559'15p'8) (8zL'c6's) (L9s'59Z's)
- 195°78.'682 LZr'see’sT 805'Z1LeE gi0'c8s0g 296'12e'se 721'566°1Z1 ZEB'ELT'6E
(308°250°06) (624971 {scr'esz's1L) (9z£'069°61) (G1EPgZL) (11826881 (Zeh'98L'iz)
G.E°028'G8¢E 95| Z8¥'ve 1¥9'86£'05 PRLCLT0G LIB'9LS'TY £65'388°0F) P9E00Z L9
(zos'918's2) (Z61'108"L) {ez6'z89) (821'z5¢8) (8p0°vSh'z) {9e6'60.'81) (Ges'Logt)
(661 '6vF"0) (Lp0'gzL) {9z5'L22) - (cZ1°200) {e80°00¢) (9z%'9.05)
BEC'9BO°0ZY BSE'LLB'SE 060'FLE" LS TL8'529°08 BPO'EQ'ch Z19'BGE'ES | CZE'989°9)
uS S uS HS IS T3 ¥S
_EE. m._m_.._ﬁﬁ__ m__._n_ .“GE_______ SULIEW a4 mE._mmE_mcw

s)insad Bujjdnaapun Jay

5%8) Lonoadsyl pug uisedng
88BUISNT PEPa00IRT UC SLOISSILUILGY
§}502 uoipsInhoe S50.0)

anlasal Aousioysp wniwaldg
palinou| swieja 1ay

swue Bupugrsing jeu Ul sBusyg
pied swWiea jay

swnjwald paules 18y

siunwzad paweaun jau u abusys
swnwaJld uanum 1aN

sasUadxs s80) 0 s2a0%g
swinjwaid papaocnay

sLuniLaid usjum ssoUs

s]|nsal suonelsdo saueinsulay

£10Z Jaquiacaq L¢ papua Jeaf syl iog

"a0e]d Yoo) UDISIAS) AU} USUM JEBA Bl Jo) sWniusd uslium 1au anefau pue swniwsld papasonal aansod ‘swniuaid uanuw esolB aagebauy

Ul synsal sip ‘slusluBes s3aUISng SILCS U| "SIUBEaD Lol uoheuLc [Broe o Jdieaar uodn wniwsid papsocnel pejeal pus swniwed uaRliv ss0uf pajewnse s) Aeoipoued sasinel Augdwon ay |

sluswbas ssauisng L'0g

(Panuyuod) NOILYIWNHOINI TYLNIWD3S ‘0E

£10Z J2quiadeq |g Je sy

(panunuog) SINIWILYLS TVIONYNI4 IHL OL SILON

{Auedwiog 32035 Juior Ipneg y) Auedwos saueinsuley Ipnes



it

L06 679562 BOZ'IGLEE  BRPPIEOL BLE'G89') 12068572 990'18J'CEL 781'840'08
¥ 98t LLE BT EFEEL L6Z'0.5'5) SEYBYE L 048855 '¥Z 1e5'858 18 29€'00% 59
086°175'989 ¥E0'Z66 5t 8YE'LG0')E G6LELY'SS GLELTE MY ZE8TI6'55E 065'892 45}
90V LGLELY 184'80Z 61 PE6'OLE'GY 6LE'66) 9 887'899'}¥ 799'9£8'99} 091'L25°E0}
s ¥S NS us ¥s us ¥§
ey ] slayln 24 JOION aule a4 Bupaaubug
98205020 Tosgel] 204’689 08rzLp') 515978’ (9L 0EL)_ GGV 9t @
logl sz’ L) WrL9vL) 1084°8L) (560°18] [245'1G1) el 'gLp) (918'DLE!
068'72L'9 189'LEZ 1) = 2zl 759 716'082'¢ 5819267
{vZe'98. 'BY) (1216198} kA (16/'886'}) (0v8'0e8'a) (90.'858'12) (£06'GE7'E L]
\9z+'3e2'26) \9ov'a/2'81) 2z LB (ZivyBes)  loop'ses’s) (ESELRO0'LY) (B9r'097 T L)
\08L Bl L8] \¢7E 30051 281 'g6€) (e ree ) (931'157'Z) (58 0Pe'te) (12Z'0920})
19%2'818'¢) Fo0'eLe) (1767601 {ee0'0za’?) (/2'vev'e) \Re9'erl ce) (i61'002°2)
BOE'2LL'BS1 (96'26L'22 Bi0'159 7CL'9LL'G GZE0R0'ZE 7B9'EL0°LS 1S6'116'5T
[12£'801 08) (851'989't) (oeg"i012) (625'7E6E) (L1088 l6zh'ez6'a 1] ST
6.9'G82'6) 511187 L2 BLE'8GL') £62'150°2) 9e+'096'02 £2)'/e6'e8 0L€'760'E5
B Levez) (Lpe'0Za"L) 2 (659'201] lezges6'Z) lerigeytl]  [E15910%)
(06L'8LEE) LEB'RSE £AE - {zve'0ge) (9.¢'95z] lo52240'E)
LB LED'SHE 526 VE6 9T 586'/5.'5) zi8'8lzzl LOE'FLE 08 LP9'2TY'Sh 5LL'E81T8
T HS HS us S us YS
B S0 aln Jom e 2l Bulsawbuz

sanigel juawbiss
sjasse uswhsg
ZLOg Bgqueae L JE 8y

sal|iger Juswidag
Fjesse ewbag
€10z Jaquiasag |g 18 sy

synsa.) Bunumispun 18y

sa9] uonoadsy) pue vosiadng
SE8UISNG PADE00LE) L0 SUDISSILULOS
5)500 usnisinhoe ssg

paLnoul SWe[a 18N

5wz Suipuelsing 1su u afueyg
pied sEg 1ep

slnwald paules 1aN

sinwsed pawEsun 12U v sbusyn
swnjuwald uagim ey

sasliadys $30] 10 $520%3
swnwed papasonzy

swniwsid uspww 5015

§]|nsal SUOIIEISHO AOUBINSUISY

7107 laquanag | papua Ieaf ay Jog

{penuiuen) suewhes ssauisng L'og
(PenURUOD) NOLLYIWHOANI TV INIWDIS e

£10€ 42quiadaq L€ je sy

(penunuod) SLINIWILV.LS TVIONVYNI4 IHL OL STLON

(Auedwion %2018 Juior Ipnes ) Auedwos aoueinsuiey Ipnes



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

As at 31 December 2013

30, SEGMENTAL INFORMATION [Continued)

302 Geographical segments

For the year ended 31 December 2013
Reinsurance operations’ results
Gross written premiums

Retroceded premiums

Excess of loss expenses

Wet written premiums

Change in net ungarmed pramiums
Met earned premiums

Mel claims paid

Change in net outstanding claims

Met claims incurred

Premium deficiency reserve

Gross acouisiion costs

Commissions on retroceded business
Supervision and inspecticn fees

Net underwriting results

For the year ended 31 December 2012

Reinsurance operations’ results
Gross writien premiums
Retroceded premiums

Excess of loss expenses

Met written premiums

Change in net unearned premiums
Net earned premiums

Met claims paid

Change in net outstanding claims
Net claims incurred

(Gross acquisition costs
Commissions on refroceded business
Supervision and inspection fees
Met underwriting results

As at 31 December 2013
Segment assets

Segment liabiities

As at 31 December 2012
Segment assets

Segment liabilities

Other Middle

Kingdom of Eastern
Saudi Arabia Countries Africa Asia Total
SR SR SR SR SR
221,272,461 75,849,503 63,565,155 59,390217 420,086,336
(4,584,680 (1,726,397) (138,122) . (6,449,199)
{19,470,266) (4,157 760) (2,833,284) (1,355452)  (27,816,762)
197,217,515 69,965,346 60,593,749 58,043,765 385,820,375
(48,655807)  (11108177)  (13434031)  (22,861793) (96,057,808}
148,561,708 58,859,169 47,159,718 35181972 289,762,567
(61,407 178) (8498910)  (12818,118)  (15434989)  (98,159,195)
(131,372799)  (30332,147)  (25226,232)  (15,166,448)  (202,097,626)
(192,779.977)  (36831057)  (38044350)  (30,601437)  (300,256,821)
(17,871,292) (1,215,233) (3,697,497) (3,302978) (26,167,000}
(46,539,050}  (14.274,080)  (13439,316) (9,077,755 (83,330,181)
2,776,167 585,490 75,768 . 3,437 425
 (1,106,363) (379,247) (317.826)  (296996) (2,100,432)
(106,958,807) 4,745,062 (8,253,503)  (8,187,194) (118,654,442)
145,960,528 47,726,279 15,262,564 W,002576 245,031,947
(2.553,234) (T13,838) (41,718) . (3,318,790)
(14,422,007 (4,859,255) (306,361) (2739.855) (22427 478)
129,965,287 42,053,186 14,914 485 235271 219,285,879
(25,352,006)  (12,760,715) (9116,788)  (12878,861)  (A0,108,371)
104,613,281 30 792 470 5,797,897 19473860 159,177,308
(31,251,845 (1,793 538) (2,180,235 406672 (34,819,248
(18,394,197)  (21,116,347) 4935466 (22844102)  (57419.180)
(40646042)  (22910,185) 27565231  (22437430) (92,238,426
(34,670,450} (9,237 487) (1,262.430) (4 415657)  (49,785,324)
5,062,503 567,039 63,248 : 6,122,890
(734,753) {238,631) (76,313) (175.463) (1,225,160)
2442423 (2.096,754) 7277433 (7,554,560 22,050,288

Other Middle

Kingdom of Eastern
Saudi Arabia Countries Africa Asia Total
SR SR SR SR SR
262,957,953 50,283,701 33,769,136 36,746,616  412.757,406
475410789 109,832,941 39,632,655 61,665,595 686,541,980
132448657 44343118 14,653,667 20,040,965 211486447
178,139.075 61756619  1BBB0674 36,873,539  295549,907
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

H. RISK MANAGEMENT

Rizsk governance
The Company's risk governance is manifested in a set of established policies, procedures and controls which uses the exisiing

organizational structure to meet strategic targels. The Company’s philosophy revolves on willing and knowledgeable risk acceptance
commensurate with the risk appetite and a strategic plan approved by the Board of Direclors. The Company is exposed 1o insurance,
retrocession, special commission rate, credit, liquidity and currency risks.

Risk Management structure
4 cohesive organizational sfructure is established within the Company in order o identify, assess, monitor and conlrol risks.

Board of directors
The apex of risk govemance is the centralized oversight of the Board of Directors providing direction and the necessary approvals of

strategias and polizies in order to achieve defined corporate goals.

Senior Management
Senior Management is responsible for the day fo day operations towards achisving the strategic goals within the Company's

pre-definad risk appetite.
The risks faced by the Company and the way these risks are mitigated by Management are as follows:

A Reinsurance risk

The risk rasuling from reinsurance business wiitten is the risk that an insured event will ocour including the uncertainty of the amount
and timing of any resulting claim. The principal risk the Company faces under such reinsurance contracts is that the actual claims and
benefit payments exceed the carrying amount of reinsurance liabilities. This is influenced by the frequency of claims, severity of
claims, actual benefits paid baing greater than ariginally estimated and subsequent development of long-term claims.

The variability of risks is improved by the diversification of the risks written and the build-up of a large portfolic of reinsurance
contracts, (inward business) as a more diversified portfolio is less lkely to be affected across the board by change in any subset of lhe
portfolio. The variability of risks is also improved by a careful selection of inward business, by the undenwriting guidelines as well as
fhe use of refrocession protection. The Company's underariting srategy includes, but is not limited to, the following:

- Diversification in the type of accepted risks, and within each of these categories fo achieve sufficiently large
population of risks to reduce the variability of the expectad cutcome.
. Diversification of the underwriting risks in terms of type and amount of risk, industry and geographical location.

In order to minimize its financial exposura arising from large claims, the Company in the nomal course of business, enters into
refrocession agresments with other parties. Such retrocession agreements provide for higher underwriting capacity, and allow
Management lo contain exposure with the risk appelite of the company. The retrocession is effected under propartional treaties such
as guola share and surplus and non-proportiona! treaties such as excess of loss for risk and catastrophe to ensure its net retention is

aligned with its risk tolerance.

Although the Company has retrocession agreements, it is not relisved of its direct obligations to its ceding companies and thus a credit
exposUre exists with respect to its refrocessionaires, o the extent that any retrovessionaire is unable o meet its obligations assumsd

under such relrocession agreements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

3. RISK MANAGEMENT (Continued)

31.1 Reinsurance risk (Continued})

Geographical concentration of risk

The Company accepts reinsurance business from insurance companias in the Kingdom of Saudi Arabia, the Middie East, Africa and
Emerging Markets. The written premiums are distributed geograghically as Tollows:

Amount
SR Percentage

Kingdom of Saudi Arabia 221,272 461 53%
Cther Middle Easlem Counfrias 75,849,503 18%
Africa 63,565,155 15%
hsia 59,399,218 14%

420,086,337 100%

Far the year endad 31 December 2012
Amaount
SR Percentage

Kingdom of Saudi Arabia 146,950,528 BO%
Otier Middle Eastern Counfrizs 47 726 279 20%
Africa 16,262 564 6%
Asia 35,002,576 14% -
245,031,947 100%
Key assumptions

The key assumplions underlying the liakilily estimates are the Company's estimated ultimate loss ratio. The ultimate loss was
determined uzsing actuarial msthods,

Sensitivities
The analysis below is performed for reasonably possible movements in key assumpfions such as the ultimate loss rafio with all other
assumptions held constant showing the impact on net liabililies and net income as follows:

31 December 2013

Net Impact on Impact on net
Change in net liahilities income
~ assumptions SR SR
Uliimate loss rafio +10% 28,976,257 28,976,257
-10% {28,976,257) (28.976,257)
31 December 2012
Met Impact on Impacton net
Change in net liabilities income
assumptions SR 2R
Ultimate loss ratio +10% 15,917 131 (15,817,731
-10% (15,917,731} 15,917,731

30



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

3. RISK MANAGEMENT (Continued)
3.2 Retrocession risk

In order to minimize its financial exposure arising from large claims, the Company in the normal course of business, enters info
refrocession agreemants with other parties, Amounts recoverable from refrocessionare are estimated and recognized in & mannar
consistent with the amounts associaled with the underlying accepled policy bensfits and in accordance with he terms of
the respective retrocession treaties and are presented in the statement of financial posilion as reinsurance assels

To minimiza its exposure o significant losses from refrocessionaire insolvencies, the Company evaluates the financial condition of its
refrocessionaires and menitors concenfrations of cradit risk arsing from similar geographic regions, aclivies or economic
charactzristics of the retrocessionaire.

Retrocessicnaires are selectad using the following parameters and guidefines set by the Company’s Board of Direclors and Risk and
Underwriting Committee, The criteria may be summarized as folows:

a.  Minimum acceptable credit rating by recognized rating agenciss (.0, Standard & Poors) that is not lower than BEB (S&F)
or equivalent.

b, Reputation of particular refrocessionaire companies.

¢, Bxsting or past business experience wilh the relrocessionzire.

Furthermare, the financial strength, managerial and technical expertise as well as historical performance, wherever applicable, are
tharcughly reviewed by the Company and malched against a list of requirements pre-sel by the Company's Board of Directors and
Risk and Underwriting Committee before approving them as retrocessionaires.

Retrocession contracts do not relisve the Company from its obligations to ceding compenies and as a result the Company remains
liable for the portion of cutstanding claims reinsured to the exient that the retrocessionaire fails to meet the obligations under the

refrocession agreements,
31.3 Credit risk

Credit risk is the risk that one parly will fail to discharge an cbligation related to a financial instrument and cause the other party to
incur a financial loss.

For all classes of financial assels held by the Company, the maximum exposure to credit risk to the Company is the carrying value as
disclosed in e statement of financial position.

37% of the Company's receivables is due from four ceding companias as at 31 December 2013 {31 December 2012: 37%)
Hawever, the following palicies and procedures are in place lo mitigate the Company’s exposure to credit risk;

- To minimiza ifs exposure to significant losses from refrocessionaires insolvencies, the Company eveluales the
financial condilion of its refrocossionaires counterparties. Accordingly, as a pre-requisite, the parbies with whom
retrocession is effected are required to have a minimum acceptable security rating level affirming their financial
sirengih.

. The Company enlers into inward insurance confracts with recognized, creditworthy third parfies. In addition,
receivables fram ceding companies are maonitored on an ongoing basis in order to reduce the Company's exposure
1o bad debls,

. The Company seeks fo limit credit risk with respect to cading companies through monitoring outstanding receivables.

. The Company, with respect to credit risk arising from other financial assels, only deals with commercial banks with
strong financial position and credit ratings.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

M. RISK MANAGEMENT (Continued)
31.3 Credit risk (Continued)

The table below shows the maximum exposure fo credit risk for the assels of the statements of financial position.

31 December 2013 3 December 2012
SR = SR
Reinsurance Shareholders' Reinsurance Sharehalders’
operations operations operalions operations
Cash and cash equivalents 5,268,638 85,673,516 582 850 616,353
Time deposits - 37,500,000 . 187,500,000
Premiums receivable 70,492,623 - 27 607 624 -
Defarred excess of loss pramiums - - 11,592,701
Prepaid expenses and other assets 1,069,002 5738119 BEy 844
Due from shareholders' operations 173,315,949 - 6,385,126
Retroceded share of outstanding claims 104,888,915 - 42123104
Accrued special commission income from
time deposits . 1,040,241 - 477 740
Accrued special commission income
from bonds and sukuk . 3,295,158 - 32704972
Investments held at fair value through
income statement 95,329,159 595,179,554 83,244,130 445 743014
Held to maturity investments . 173,905,409 - 208,047 508
Statutory deposit - 100,000,000 - 100,000,000
450,364,289 1,002,421,987 172 503,660 948 663,585

The credit qualily for held to maturity investmants is as follows:

31 December 2013 31 Decomber 2012

= SR SR
Standard and Poors "AA-" to “AL" 56,760,435 57002140
Standard and Poors "A-" to "A+" 112,756,632 138,074,373
Standard and Poors “BBE" 4,478,343 4475517
Moody's "A3°
Moody's “Aa2" - 9495487
173,995,409 209,047,508

The used rating grades for investments are being adopled by Standard & Poors and Moody's agencies.
4 Liquidity risk

Liguidity risk is the risk that the Company will encounter difficulty in raising funds fo meet commiiments associated with its financial
liabilities.

Liguidity requirements are monitorad cn a monthly basis and management ensures that sufficient liquid funds are available to meet
any commilmants as they arise.

Al time deposits held by the Company at the statement of financial posifion date had original maturity periods between three months
and five years,
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

H RISK MANAGEMENT (Continued)

31.4 Liguidity risk {Continued)

Maturity profiles

The table below summarizes the maturity profile of the fnancial liabilities of the Company based on remaining expected undiscounted
contractual obligations. Maturity profiles are delermined based on estimated timing of net cash outflows from the recognised insurancs

lighilities. Unzarned premiums and premium deficiency reserves have been excluded from the analysis as they are not conlractual
obligations. Employees' end of service benefits did not have any fixed maturity.

31 December 2013
Reinsurance' Operations Shareholders' Operations

Upto  Morethan Upto  Morethan
one year one year Total one year one year Total
SR SR SR SR SR SR
LIABILITIES
Accounts payahle 8,143,048 8,143,048 500,000 500,000
Refrocession balances pavabla 7615423 7,615,423 . -
Aoorued retroceded premiums 4,463,127 4,463,127
Gross oulstanding claims 424,276,504 424,276,504 - -
Acorued expenses and other liabilities 5,923,389 5,923,389 6,641,169 6,641,169
Provision for zakat and income tax . 33,184,598 33,184,598
Dug lo reinsurance operations 173,315,849 173,315,949
- 450,421,491 450,421,491 213,641,716 213,641,716

31 December 2012

Reinsurance Operations

Shareholders' Operations

Upto  Morethan Upto  More than
one year one year Total one year e year Tatal
SR SR SR SR SR SR
LIABILITIES
Accounts payable 4,768 188 4,768,189 1,000,000 1,000,000
Refrocession balancas payable 3265617 3,265,617 - -
Accrued retroceded premiums 4,243 430 4,243,430
Gross outstanding claims 159413407 159,413,407 - -
Accrued expenses and other liabilities 10,025,363 10,025,363 4,262 585 4 282 GRG
Provision for zakat and income tax = 30,086,812 30,086,812
Due to refinsurance oparations = - 6,385,126 6,385,128
181,716,008 181,716,006 41,754,523 - 41,754,523

Liguidity profile

Mone of the liabilifes shown in the statement of financial pasition is based on discounted cash fiows and is all payable on the basis as

set out above.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS (Continued)

As at 31 December 2013

3 RISK MANAGEMENT [Continued)
3.4
Maturity analysis on expected maturity bases

Liquidity risk (Continued)

31 December 2013

Reinsurance' Gpergii'uns

Shareholders’ Operations

Gurrent  Non-current Total Current  MNon-current Total
SR SR SR SR ) SR SR
ASSETS
Cash and bank balances 5,268,638 5,268,638  B5,673,516 B5,673,516
Premium receivables, net 70,492,623 70,492,623 - -
Inweisimerts feld et feir valus QUG - g 305:4e8 95329459 595,179,554 505,179,554
income statement
Accrued insurance premiums 164,569,180 164,869,180
Retroceded share of outstanding
Claims 104,888,575 104,888,575 - -
Prepaid expenses and ofher assets 1,069,002 1,069,002 5738,110 5738119
Due from shareholders’ operations 173,315,949 173,315,949 . -
Retroc_eded share of unsamed 2344151 2 344,151
Premiums
Deferred acquisition costs 54,445,929 54,445,929
Deferred excess of loss premiums 15,716,948 15,716,948 - .
Property and equipment, net - 7337118 7,337,119 32,991,742 32991742
Time deposits - - 37,500,000 37,500,000
Held to maturity invastments 78,427,662 145567 747 173995409
Accrued special commission income -
from time deposits 1,040,241 1,040,244
Accrued special commission income
from bonds and sukuk 3,295,158 3,295,158
Statutory deposit - 100,000,000 100,000,000
B&T,740,154 7,337,119 695077273 715,018,851 320,394,888 1,035413.739
LIABILITIES
Accounis payahle 8,143,048 5,143,048 500,000 500,000
Relrocession balances payable 7,615,523 7,615,523 . .
Accrued retrocedad premiums 4463127 4 463,127
Gross uneamed premiums 215,025,067 215,025,067
Gross outstanding claims 424,276,504 424,276,504
Premium deficiency reserve 26,167,000 26,167,000
Unearnsed commission income 810,894 810,894 . :
Acorued expenses and other liabilties 5,923,388 . 5923 389 6,641,169 6,641,168
Employess’ end of service bensfits - 1,720 644 1,720,644 . ‘
Prowision for zakat and income tax . 33,184,598 33,184 598
Due fo reinsurance operations . - 173,315,949 - 173,315,848
692 424 552 1,720,644  694,145196 213,641,716 - 213,641,716
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)

As at 31 December 2013

ki RISK MANAGEMENT (Continued)

4 Liguidity risk (Continued)

Maturity analysis on expected maturity bases (Continued)

ASSETS

Cash and bank balances

Premium recaivables, net

Investments held at fair valus through
income statement

Accrued insurance premiums

Retroceded share of outstanding
Claims

Prepaid expenses and olher assais

Due from shareholders' operations

Retroceded share of uneamed
Premiums

Deferrad acquisition cosls

Deferred excess of loss premiums

Property and equipment, net

Time deposits

Held to maturity investments

Accrued special commission incame

from time deposits

Accrued special commission income

from bonds and sukuk

Statutory deposit

LIABILITIES

Accounts payable
Retrocession balances payable
Accrued retroceded premiums
Gross uneamed premiums
Gross cutstanding claims
Unearned commission income

Accrued expenses and other liabilities

Employeas’ end of service benefits
Pravision for zakat and income fax
Due to reinsurance operalions

315  Currency risk

31 December 2012

Reinsurance Operations

Shareholders' Operations

Current Nan-current Total Current  Mon-current Total
SR SR SR SR SR SR
582 850 582 BAD §15,353 515,353
27 607 624 97 607 624 - =
83,244 120 83244130 445743014 445,743,014
01,500 865 41 000,865 =
42123104 42 123104
957,944 957,044 4,282 585 4 782 585
6,385,126 6385125 5 =
5,755,601 5,755,801
32 506 462 42 506,462
11,592,791 - 11,592,791 £ x
- 53030685 5,303,085 20784000 29,784,000
. - - 187,500,000 187,500,000
- 0495468 199562038 209,047,506
477,740 477,740
3,979,472 3,279,972
_ 100,000,000 100,000,000
102666497 53030685 307960562 460,135420 520,593.750 980730170
4,768,189 4 768,189 1,000,000 1,000,000
3,265,617 3,265,617 . -
4,243430 4,943 430
122,378,703 122,378,709
150413 407 159,413,407
1,580,555 1,680,555
10,025,362 - 10025363 4,282,585 4,282 585
8 1382215 1,362,215 . -
. - 30,086,812 30,086,812
- 5,385,126 6,385,126
305,675,270 1362215 307037485 41,754,523 41,754,523

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The Company's
transactions are carried out in local and forsign currencies. Management believes that there is no significant foreign currency
exposure since most of the Company’s fransactions were performed in foreign clirrencies which are pegged to Saudi Riyals.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
As at 31 December 2013

3. RISK MANAGEMENT (Continued)
36 Special commission rate risk

Special commission rate risk arises from the possibility that changes in special commission rates will affect future profitakility or the fair
values of financial instruments. The Company’s Managemeant belisves that there is no significant commission rate risk exposure since
all its commission bearing investments have fixed commission rate and are carried at amortized cost,

n.r Fund Price Risk

Fund price risk is the risk that the fair value of future cash flows of a fund will fluctuate because of changss in the net asset value [NAV)
being defermined by fund managers.

The Company limits fund price risk by maintaining a diversified portfolio by having different types of funds (i.e.. money market fund
and commadity trading fund) and by monitoring of developments in fund markets,

A 5% change in the net asset value of funds, with all other variables held constant, would impact net income by increase / decraase of
SR 12,199,080 (31 December 2012: SR 7 863,881).

3.8 Capital Management risk

Capital requirements are set and regulated by the Saudi Arabian Monetary Agency. These requirements are put in place o ensure
sufficient solvency margins, Further objectives are set by the Company to maintain healthy capital ratios in order to support its
businass objectives and maximise shareholders™ value,

The Company manages its capital requirements by assessing shorifalls between reported and required capital levels on a regular
basis. Adjustmants to current capital levels are made in light of changes in market conditions and risk characteristics of the Company’s
activities. In order to maintain or adjust the capital stucture, the Company may adjust the amount of dividends paid to shareholders or
issue shares.

The table below surmmarizes the minimum regulatory capital of the Company and the total capital held:

2013 2012

) SR SR

Total capital held 821,772,023 938 975 647
Minimum regulatory capital 200,000,000 200,000,000

In the opinion of the management, the Company has fully complied with the exemally imposed capital requirements during the
reported financial year.

M9 Fair value of financial instruments

Financial instruments consist of financial assets and financial lisbilities. Fair value is the amount for which an assel could be
exchanged, or a liability setled between knowledgeable willing parties in an arm's length transaction. Underlying the definition of fair
value is a presumption that an enterprise is a going concern without any intention or need to liquidate, curtail materially the scale of its
operations or undertake a transaction on adverse terms. The Company's financial assets consist of cash and cash equivalents,
receivables, investments and acorued income and its financial liabilities consist of payables, accrued expenses and gross outstanding
claims. The fair values of financial assets and liabilities are not materially different from their carrying values at the stalement of
financial position.

3140 Regulatory framework risk

The operations of the Company are subject to local regulatary requirements in the Kingdom of Saudi Arabia. Such regulations not only
prescribe approval and monitoring of activities bul alse impose certain restrictive provisions such as capital adequacy to minimize the
risk of default and insclvency on the part of e refnsurance companies and to enable them to meet unforeseen liabilties as these
arise.

32, APPROVAL OF THE FINANCIAL STATEMENTS
The financial statemants have been approved by the Board of Directors on Rabi Thani, 20 1435H corresponding to February 20, 2014,
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