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INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDERS OF
METLIFE, AMERICAN INTERNATIONAL GROUP AND ARAB NATIONAL BANK
COOPERATIVE INSURANCE COMPANY

(A SAUDI JOINT STOCK COMPANY)

SCOPE OF AUDIT:

We have audited the accompanying statement of financial pesition of METLIFE, AMERICAN
INTERNATIONAL GROUP AND ARAB NATIONAL BANK COOPERATIVE INSURANCE
COMPANY (A Saudi Joint Stock Company) (the “Company™) as at 31 December 2015 and the related
statements of insurance operations and shareholders’ comprehensive operations, changes in shareholders’
equity, insurance operations' 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 the International
Financial Reporting Standards, the provisions of Article 123 of the Regulations for Companies and the
Company's by-laws and submitted to 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 auditing 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 statements, 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,

UNQUALIFIED OPINION:

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

e present fairly, in all material respects, the financial position of the Company as at 31 December 2015
and the results of its operations end its cash flows for the year then ended in accordance with
International Financial Reporting Standards; and

e comply with the requirements of the Regulation 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 MATTER:

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

PKF Al-Bassam & Al-Nemer Aldar Audit Bureau
Allied Accountants Abdullab Al Basri & Co.
P O Box 28355 P. 0. Box 2195
Riyadh 11437 Riyadh 11451
Kingdom of Saudi-Arabia Kingdom o?&nd.i Arabia
. 7 ——%‘
Abdul Mohsen M. Al-Nemer Abdullah M. Al Basri
Certified Public Accountant Certified Public Accountant
License No. 399 Registration No. 171
e 7 Jumaada al-awal 1437H

o0\ e b (16 February 2016)




MetLife, American International Group and Arab National Bank

Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2015

INSURANCE OPERATIONS' ASSETS
Cash and cash equivalents

Premiums reccivable, net

Reinsurers’ share of unearned premiums
Reinsurers’ share of mathematical reserves
Reinsurers® share of outstanding claims
Deferred policy acquisition costs

Prepaid expenses and other assets

Due from shareholders operations
Property and equipment, net

TOTAL INSURANCE OPERATIONS' ASSETS

SHAREHOLDERS’ ASSETS
Cash and cash equivalents

Held to maturity investment

Due from insurance operations
Prepaid expenses and other assets
Time deposits

Available for sale investment
Statutory deposit

TOTAL SHAREHOLDERS’ ASSETS

TOTAL INSURANCE OPERATIONS' AND SHAREHOLDERS’
ASSETS

¥ - L ~ - . = —
C e

2015 2014
Notes SR SR

5 64,689,241 2.238.414
6 35,661,423 3,421,552
14 27,622,732 3.251.099

1.1 251,654,626 -
7 19,923,644 499,799
8 4,857,863 469,688
9 13,750,066 2,967,767

8,010,111 -
10 5,757,153 8.054.849
431,926,859 20,903,168
5 66,314,800 11,157,980

12(i) 10,000,000 -
- 5,028,658
9 944,930 113,623
11 = 85,000,000
12(ii) 3,175,163 3,175,163
13 17,674,521 17.500,000
98,109,414 121,975.424
530,036,273 142,878,592

?_ v/

s

9

Managing Director/
Chief Executive Officer

%

i?ﬁhc}iél Officer

The accompanying notes 1 to 29 form an integral part of these financial statements.
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MetLife, American International Group and Arab National Bank
Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION (CONTINUED)
As at 31 December 2015

2015 2014

Notes SR SR
INSURANCE OPERATIONS’ LIABILITIES
Gross unearned premiums 14 92,031,067 4,709,142
Gross outstanding claims 7 39,652,073 787.530
Gross mathematical reserves 1.1 251,654,626 -
Payables, accruals and others 15 12,871,984 4.362.884
Reinsurance balances payable 29,875,305 2,927,713
Unearned reinsurance commission income 16 3,754,021 881,472
Due to related partics 17 1,050,297 1,822,887
Due to shareholders’ operations - 5.028.658
Employees' terminal benefits 18 1,037,486 382,882
TOTAL INSURANCE OPERATIONS’ LIABILITIES 431,926,859 20,903,168
SHAREHOLDERS’ LIABILITIES AND EQUITY
SHAREHOLDERS’ LIABILITIES
Zakat 19 615,473 -
Payables. accruals and others 15 907,581 1,286,173
Due to insurance operations 8,010,111 -
TOTAL SHAREHOLDERS® LIABILITIES 9,533,165 1,286,173
SHAREHOLDERS® EQUITY
Share capital 20 175,000,000 175,000,000
Accumulated deficit (86,423,751)  (54,310,749)
TOTAL SHAREHOLDERS' EQUITY 88,576,249 120,689,251
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY 98,109,414 121,975,424
TOTAL INSURANCE OPERATIONS’ LIABILITIES AND
SHAREHOLDERS’ LIABILITIES AND EQUITY 530,036,273 142,878,592

-~

— [ /

& ;.-_:’::._a- g 4&' (w
qu '/’l ,"] Y
Managing Director/ Chief Finaficial Officer
Chief Executive Officer !/ /
/

The accompanying notes 1 to 29 form an integral part of these financial statements.
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MetLife, American International Group and Arab National Bank
Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF INSURANCE OPERATIONS
For the year ended 31 December 2015

For the year  For the period from
ended 31 29 August 2013 to
December 2015 31 December 2014
Notes SR SR
Gross written premiums 14 144,740,920 5,741,138
Reinsurance premiums ceded 14 (47,695,383) (3.917,498)
Excess of loss premiums 14 (380,483) (67.026)
NET WRITTEN PREMIUMS 96,665,054 1,756,614
Net change in unearned premiums 14 (62,950,291) (1,458.,043)
NET EARNED PREMIUMS 33,714,763 298,571
Reinsurance commission earned 16 4,650,695 172,039
Other underwriting income 1,933,163 500
UNDERWRITING REVENUE 40,298,621 471,110
Gross paid claims (41,389,428) -
Reinsurers’ share of paid claims 29,865,188 -
NET CLAIMS PAID (11,524,240) -
Net changes in outstanding claims 7 (19,440,698) (287,731)
NET CLAIMS INCURRED (30,964,938) (287.,731)
Commission incurred 8 (3,284,661) (136,589)
Other direct underwriting expense (943,238) (38.449)
Provision of doubtful debt expenses 6 (b) (1,232,300) (90,827)
UNDERWRITING EXPENSES (36,425,137) (553,596)
UNDERWRITING RESULTS 3,873,484 (82.486)
General and administration expenses 21 (35,304,973) (20.203,323)
Special commission income 5 156,164 -
NET DEFICIT FOR THE YEAR/PERIOD FROM INSURANCE (31,275,325) (20,285,809)
OPERATIONS
Shareholders’ appropriation from deficit o 31,275/f25 20,285,809
NET RESULT FOR THE YEAR/PERIOD 7 ] / -
{
i J f F
R — . '/
= e 7 4
gy
Managing Director/ Chief/¥’ in&?«?ial Officer
/

Chief Executive Officer F; / /

The accompanying notes 1 to 29 form an integral part of these financial statements.
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MetLife, American International Group and Arab National Bank

Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS’ COMPREHENSIVE OPERATIONS

For the year ended 31 December 2015

Appropriation of deficit from insurance operations

Special commission income

Dividend income

General and administrative expenses

LOSSES INCURRED DURING THE YEAR/PERIOD
Pre-incorporation expenses, net

NET LOSS BEFORE ZAKAT FOR THE YEAR/PERIOD

Zakat

TOTAL COMPREHENSIVE LOSS FOR THE YEAR /PERIOD

LOSS PER SHARE:
Basic and diluted loss per share

= -"'/f."-- : —
C‘_’" s ‘W'H‘_

Managing Director/
Chief Executive Officer

For the year  For the period from
ended 31 29 August 2013 to
December 2015 31 Decermber 2014

Notes SR SR
(31,275,325) (20,285,809)
5 623,569 792.878
339,103 -
21 (1,184,876) (12,842,587)

(31,497,529) (32,335,518)

22 - (11,335,620)
(31,497,529) (43,671,138)
19 (615,473) (1,242,671)
(32,113,002)  (44,913,809)
- 7/
24 ) (1.80) (2.50)
/

§
. E- 7
(]

g&' J ?
Chfef}ﬁil.’gh 1al Officer
/7 /

The accompanying notes 1 to 29 form an integral part of these financial statements.
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MetLife, American International Group and Arab National Bank
Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the year ended 31 December 2015

Saudi Shareholders Foreign Shareholders Total Shareholders
Share Accumulated Share Accumulated Share Accumulated
capital deficit capital deficit capital deficit Total

SR SR SR SR SR SR SR
Balance as at 1 January 2015 105,000,000 (33,083,518) 70,000,000 (21,227.231) 175,000,000 (54,310,749) 120,689,251
Net loss for the year - (18,898,517) - (12,599,012) - (31,497,529) (31,497,529)
Zakat - (615.473) - - - (615.473) (615,473)
Balance as at 31 December 2015 105,000,000 (52,597,508) 70,000,000 (33,826,243) 175,000,000 (86,423,751) 88,576,249
Balance as at 29 August 2013 - - - 5 = : -
Issue of share capital 105.000,000 - 70,000,000 - 175,000,000 - 175,000,000
Transaction costs on issue of share capital (Note 20) - (3.638,164) - (3,758,776) - (9.396,940) (9,396,940)
Net loss for the period - (26,202,683) - (17.468,455) - (43.671.138) (43,671,138)
Zakat - (1,242,671) - — / - (1,242,671) (1,242,671)
Balance as at 31 December 2014 105,000.000 (33.083,518) 70,000,000 (21 .227.33 1y, 175,000,000 (54,310,749) 120,689,251

-
—

S i h-"‘ -

Managing Director/
Chief Executive Officer

The accompanying notes 1 to 29 form an integral part of these financial statements,

Chigf Finhidial Officer
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MetLife, American International Group and Arab National Bank
Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF INSURANCE OPERATIONS’ CASH FLOWS
For the year ended 31 December 2015

For the year  For the period from
ended 31 29 August 2013 to
December 2015 31 December 2014

Note SR SR
CASH FLOW FROM OPERATING ACTIVITIES
Net result for the period (31,275,325) (20,285,809)
Adjustments for:
Depreciation 10 2,734,027 2,036,910
Provision for doubtful receivables 6(b) 1,232,300 90,827
Employees’ terminal benefits 18 667,249 257,021
(26,641,749) (17.901,051)
Changes in operating assets and liabilities:
Premiums receivable (33,472,171) (3,512.379)
Reinsurers® share of outstanding claims (19,423,845) (499,799)
Reinsurers’ share of unearned premiums (24,371,633) (3.251,099)
Reinsurers’ share of mathematical reserves (251,654,626) -
Deferred policy acquisition costs (4,388,175) (469.688)
Prepaid expenses and other assets (10,782,299) (2.967,767)
Gross outstanding claims 38,864,543 787.530
Gross unearned premiums 87,321,925 4,709,142
Gross mathematical reserves 251,654,626 -
Payables, accruals and others 8,509,100 4,362,884
Reinsurance balances payable 26,947,592 2927713
Unearned reinsurance commission income 2,872,549 881,472
Due to related parties (772,590) 1,822,887
Due to/from shareholders” operations 18,236,556 16,677,005
89,541,552 21,467,901
Employees’ terminal benefits paid 18 (12,645) -
Net cash generated from operating activities 62,887,158 3,566,850
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property and equipment 10 (436,331) (1,328,436)
Net cash used in investing activities (436,331) (1.328.,436)
NET INCREASE IN CASH AND CASH EQUIVALENTS 62,450,827 2,238414
Cash and cash equivalents at the beginning of the year/period 2,238,414 -
CASH AND CASH EQUIVALENTS AT THE END OF THE ,| //
YEAR/PERIOD s / q4,68/9£ﬁ41 2,238.414
A= 7
- ;;.'; h.“'ﬂﬂﬁ"-‘- - ﬁ’M}'

Managing Director/
Chief Executive Officer

Chi(?*f Vna})f;lff;ﬂ'Ofﬁcer

V/ /x v

The accompanying notes 1 to 29 form an integral part of these financial statements.




MetLife, American International Group and Arab National Bank

Cooperative Insurance Company
(A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS’ CASH FLOWS
For the year ended 31 December 2015

For the year  For the period from
ended 31 29 August 2013 to
December 2015 31 December 2014
Notes SR SR
CASH FLOW FROM OPERATING ACTIVITIES
Net loss before Zakat (31,497,529) (43,671.,138)
Adjustments for:
Appropriation of deficit from insurance operations 31,275,325 20,285,809
Depreciation - 2,978,870
Special commission income (623,569) (792,878)
Dividends (339,103) -
Employees® terminal benefits - 125.861
(1,184,876) (21.073.476)
Changes in operating assels and liabilities:
Statutory deposit (174,521) (17,500,000)
Due to/from insurance operations (18,236,556) (16,677.005)
Prepaid expenses and other assets (410,896) (3,993)
Payables, accruals and others (378,592) 1.286,173
Due to related parties - (5,292,304)
(19,200,565) (38,187,129)
Zakat paid 19(c) - (1,242,671)
Net cash used in operating activities (20,385,441) (60,503,276)
CASH FLOW FROM INVESTING ACTIVITIES
Purchase of property and equipment 10 - (11,742,193)
Purchase of held to maturity investment 12(i) (10,000,000) -
Time deposits 11 85,000,000 (85,000,000)
Available for sale investment 12(ii) - (3.175.163)
Special commission income received 542,261 683.248
Net cash generated from/(used in) investing activities 75,542,261 (99,234,108)
CASH FLOW FROM FINANCING ACTIVITIES
Issue of share capital - 175,000,000
Transaction costs on issue of share capital - (4,104,636)
Net cash from financing activities - 170.895,364
INCREASE IN CASH AND CASH EQUIVALENTS 55,156,820 11.157,980
Cash and cash equivalents at the beginning of the year/period 11,157,980 =
CASH AND CASH EQUIVALENTS AT THE END OF THE -
YEAR/PERIOD 5 66,314,800 11.157.980
-l - I
P — g [l L7
) ﬂ ¥ JW

Managing Director/
Chief Executive Officer

Chi Vnaﬁs"}l Officer
(Y )

/
The accompanying notes 1 to 29 form an integral part of these financial statements.

8



MetLife, American International Group and Arab National Bank
Cooperative Insurance Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015

1 ORGANISATION AND PRINCIPAL ACTIVITIES

MetLife, American Tnternational Group and Arab National Bank Cooperative Insurance Company (the “*Company™)
is 8 Soudi Ioint Stock Company registered i the Kingdom of Saudi Arabia under Commercial Registration
numbered 1010391438 dated 22 Dhul-Hijjal 143401 (carresponding to 27 Oclober 2013).

The address of registered office of the Company is as follows:

Mellile, American Internalional Group and Arab Natienal Bank Cooperative Insurance Company
IO, Box 56437

Riyadh 11354

Kingdom of Saudi Arabia.

The objective of the Company is to ransact cooperative insurance operatiens and relaled activilics in accordance
with the Law on Supervision of Cooperative Insurince Companies and its implementing regulations applicable in
the Kingdem of Szudi Arabia. lts principal lines of business include individval and group life, aceident and health
and all classcs of general insurance. The Company’ shares were listed on (e Saudi Arabian Stock Exchange
(*Tadawul} on 23 Muharram 1435H {corresponding to 26 November 2013),

As per the Company’s bye-laws, the Company’s. lirst fiscal year commenced on the dale of the Ministerial
Resolution declaring the incorparation of the Company. which was on 22 Shawwal 14340 {corresponding to 29
August 2013) and ended on 31 December 2014. Accordingly, the Company prepared its stalulory financial
statements of the Company which covered the peried from 29 Aupust 2013 1o 31 December 2014,

The Company eompleted (he fegal formalities for incorporation oa 29 August 2013, The founding shareholders
commenced the pre-incerporation activities from 18 January 2012, Al related income and expenses for the period
from |8 January 2012 1o 28 August 2013 are classilicd as “pre-incorporation expensgs, net” in the stalemenl of
sharcholders’ comprehensive operations.

The Saudi Arabian Monetary Agency ("SAMA™) has provided the Company with the [nal approval to coaduct
insurance business in the Kingdom of Saudi Arabia on 25 February 20 4.

The Company launched its insurance opcrations on | April 2014 after receipl of an autherisation from SAMA (o
commence insurance operalions as product approval and related formalities were completed.

LI METLIFE ALICO PORTFOLIO TRANSFER

The Company has enlered inte an agreement with MetLife ALICO (30% shareholder) by which Mellifc ALICO
has transferred its existing Saudi run-off portfolio to the Company effective 01 April 2015. This portiolio lacludes
long-term |ife Proteciion and Savings insurance products and Personal Accident policies. The Company reinsures
back 1 MeiLife 100% of this portfolio under a quota-share reinsurance agreement. Accordingly, the Company has
become the awner of the transferred policies and MeiLife has become the reinsurer of this block of business, The
transfer of the portfelio was made a1 book value with na cash payment., Accordingly, the Habilities related to this
portfblio were recorded in the Company’s books at book value with offsetling assets representing the reinsurance
share ol these labilities. Mellile paid a reinsurance commission amounting to SR 2,121,942 il 31 December 2015
1o the Company 1o compensale the cost of capital for this portfolio in addition to reimbursing the Company for all
expeuscs related to the administraiion of this portfolic by paying an administration fee amounting to
SR 754,181 1ill 31 December 2015 which is booked under “Other underwriling income™,




MetLife, American International Group and Arab National Bank
Cooperative Insurance Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015 (Continued)

The porifolio transfer has been approved by the Board of Directors on (6 February 2015 and by the sharcholders of
the Company in their General Assembly meeting on 12 May 20135; Saodi Arabisn Monctary Agency (“SAMA™)} has
also provided their approval on 28/5/1436 H corresponding 1o 19 March 2015,

Assets and liabititics of the transferred portfolic as at 31 December 201 5 are shown as below:

Asgets Liahilitics
Cash and Cash eguivalents 9448346 Gross unearned premiums 725,603
Reinsurers” share of unearmed premiums 725,003  Gross outsianding claims 12,515,083
Reinsurers’ -share of mathematical reserves, 251.654,626 Cross-mathenalical reserves 251,654 626
Reinsurers' share of vuistanding claims 12,515,083  Reinsurance balances payable 7.503,330
Receivable & other ussels 379,409  Payable and other liabilities 2322 425
Tatal 274722467 Total 274,722,467

1.2 MANAFETH AGREEMENT WITH TAWUNIYA

The Company petticipated in the Manafeth agreement between Tawuniva and the majority of the insurance
cempanies in Saudi Arabia effective 01 fanuary 26135 for co-insuring cars entering into Saudi Arabia frow all Saudi
borders {excepl the border with AL-Babrain): Based en this agreement, 2!l insurance companies participating in this
coverage will have an equal share ol the net resull of Lhis portfolio afier allowing for all expenses ralated to
managing this portfolio by Tawuniya. This deal is for threc years starting from 01 January 2015 and is expeeted to
renew al same terms. The income related to this portfofio is included in the statement of insurance operations under
“Other underwriting income™ and is allocated to Motor Insurance in the segment repdrting.

2 BASIS OF PREPARATION

Basis of preparation
The linancial statements have been preparcd under the historical eost basis,

As required by Saudi Arabian insuraiwe regulations, the Cempany. mainizins scparalc accounis for Insurance
Operations and Shareholders” Operations. The physical custody of all assets related to the Insurance Operations and
Shareholders” Operations are hetd by the Conpany. Revenues and expenses clearly attributable to either activity are
recorded in the respective accounts. The basis of allocation of other revenue and expenses from joink operations is
as determined by the management and Board of Directors. As per the bye-laws ol the Company, (he deficit arising
from the |nsurance Operations is allocated fully to Sharcholders Operations whereas any surplus arising ffom the
Insurance Operations is distributed as follows:

Sharcholders 9%
Policyholders 10%
1%

Statement of complinnce

The financial stalcments of the Company have been prepared in accordance with Intertiational Financial Reporting
-Standards {“HRS”), Accordingly these financial statements are not intended to be a presentation in conformity with
the accounting standards generally accepied in the Kingdom of Saudi Arabis, as issued by the Saudi Organization
far Certilied Public Accountants (“SOCPA®).

Functional and presentationat currency
The functional and presentation curfency of the Company is Saudi Riyals.




MetLife, American International Group and Arab National Bank
Cooperative Insurance Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015 {Continued)

3 SIGNIFICANT ACCOUNTING POLICIES

Product classification

The Company issucs insurance coniracis that transfer insurance risk. [nsurance contracts are (hose contracts where
the Insurey accepts sipnificant insurance risk from the policyholder by agreeing to compensaie the policyhelder if a
specified uncertain future cvent adversely affects the policyholder. As a gencral guidetine, the Company defines
significanl insurance risk as the possibility of having to pay benefils on the ocourrence of an insured event, Once 2
contract has been classified as an. instrance coniracl. it remains an insurance contracl for the remainder of ils
lifetime, even if the insurance risk reduces significantly during this period. unless all rights and obligalions arc
extingnished or expired.

Praperty and equipment

Preperty and equipment are measured a1 cost less accumulated depreciation and any impairment in value. Cost
includes expendilure thal is directly attributable to the acquisition of the asscis. Expenditure for repair and
maintenance is charged 1o statement of insurance operations, Hnprovements thit increase the value or materially
extend the life of the related assets are capilalised. Deprecialion is charged to the sialement of insurance operations
on a straight line basis over the estimated uselul lives of the asséts. The estimaled usclul lives of the asscts for the
calculation of depreciation are as follows:

Leascheld improvements 7 vears
Furniture and fixtures 7 yewr's
Offlec equipment 3 years
Computer hardware 3 years
Computer seflware 3 years
Molor vehicles 5 yéars

Any gain or loss on disposal of an llem of property and equipment (calculated as the difference between the net
proceeds fiom disposal and the carrying amount of the item) is recognised in the statement of insurance aperations.

The carrying values of property and equipment are reviewed [or {mpairment when cvents or changes in
circumstances indicate that the carrying vatue may not be recoverable, IF any such indication exists and where (he
carrying values exceed the estimated recoverable amount, the assets are writden down to iheir recoverabic amount.

Accounts payable and accruals
Liabilitics are recognised for amounts o be paid in the fulure for goods or services received. whether billed by the
supptier or not.

Leases
Operating lease payments are recognised as an cxpensc in the stalement of insurance operations on a straight-line
basis over ilic lease term.

Zakat and income fax
Zakat and income lax are provided or in accordance with Saudi Arabian fiscal regulations. Zakat and income 1ax
are accrued and charged to the statement of sharcholders’ comprehensive operations,

Emplayees® terminal benefits

Employecs® terminal benefils are accrued currently and are payable as a lump sum to all employees under the terms
and conditions of Saudi Labour Regulations on lermination of their employnient contracts. The [ability -is
calcutated as the current value of the vested benefits to which the employee Is entitled, should the employee icave al
reporting date. Terminal benefits payments arc based on cmployees® final salaries and allowances and their
cumulative years of scrvice. as defined by Saudi Arabian Labour Law.,

14



MetLife, American International Group and Arab National Bank
Cooperative Insurance Company

(A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015 (Continued)
3 SIGNIFICANT ACCOUNTING POLICIES (Continued)

Provisions
Provisions are recognised when the Company has an obligation (fegal or constructive) arising from a past event, and
the costs 1o setlle the obligation are both probable and may be measured reliably.

Cash and cash egnivalents _ _

Cash and cash cquivalenis for the purposes of statement of sharcholders® and insurance operations” cash flows
comprise of cash at banks and shori-terni deposits. if any. with sn original maturily of ninely days or less from the
date ol acquisition.

Revenune recognition

Recagnition of premium and commission revente

Premiums and comimission are taken into “slatement of insurance operations™ over the lerms of ihe policies to
which they relatc on a pro-rala basis, so that the revenue is recogrized over the period of the risk. Unearned
premiums represent the pertion of premiums wrilten relating to the unexpired period of coverage. The change in the
praviston for unearned premiums is taken to (he “statement of insurance operations™, over the period of risk.

Retained premiums and commission income, which relate 1o unexpired risks beyond the end ol the Tinancial period,
are reported as uncarned and deferred based on the following methods:

Last three monilis from the period in respect of marine carpo

Actual number of days for other lines ol business; and

Pre-defined caleulalion for Engineering class of business for risks undertaken that extend beyond a single
year. In accordance with this calculation, lower premiums are earned in the first year which gradually
increascs towards the end of the tenure of the palicy.

The underwriting results represents premiums earned, fee and commission income earned less claims paid. other
underwriting expenses and anticipated claims payable in respect of the period. net of amoumnts subject 10
reinsurance, less provision for any anticipated future losses on continuing paolicies.

Preminm bualances receivable

Premiums recelvable are measured on initial recognition at the fair valve of the consideration received or
receivable. The carrying value of premiums receivable is reviewed for impairment and whenever events or
circumstances indicate Lhat the carrying amount may nol be recoverable, the impairment loss is recorded in the
slatement of insurance operations. Premiums receivable are derecognised when the derecognition criteria for
lnancial assets have been met, '

Any. difference belween he provisions al the end of reporling period and seftlements and provisions in the
following year is included in the statement of insurance operations.

Special conwnission iicome
Special commission income on short-lerm and lime deposits is accrued on an cffective yield basis.

Insurance contract

Insurance contracls are delined as those containing significant insurance risk at the inceplion of the contract or those
where al the inception ol'the contract there is a scenario will commercial subslance where the leve! of insurance risk
may be signilicant. The significance of insurance risk is dependent en both the prabability of an insured event and the
magnilude of its potential elfect.

Oree a contract has been classified a5 an instrance ¢oniracl, it remains an insurance conlract for the remainder of its
liztime, cven ifthe insurance risk reduces significantly during: this period.

Claimsy

Claims consist of amounts payahle 1o policy holders end third pariies and related loss adjustment expenses, net of
salvage and other recoverics and are charged (o statement of insurance operations; Gross oulstanding claims comprise
gross eslimated cost of claimg incurred bul not settled at the reporling date, whelher reporied or nol. Provisions for
reported cliims not paid asof the financial reporting dale are made on Lhe basis of individual case estimates, The
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31 December 2015 (Continued)
3 SIGNIFICANT ACCOUNTING POLICIES (Continued)

Company doees nol discount its Habilitics for unpaid claims as subslantially all claims are expected o be paid within
one year of the financial reporting date.

Outsianding claims and ather technical reserves

The Company generally estimates its' claims bascd on previous experience. In additien a provision based on
management’s judgment is maintained for (he cost ol seitfing claims “incurred bul not reporied” and “unallocated oss
adjustment expense reserve” atl the reporting date, Any difference between the provisions at the balance sheet date and
scttlements and provisions for the following peried is included in the underwriting account for that peried. The
Company acquires services of an independent actuary o.deterinine such claims,

The outstanding, claims are shown on a gross basis and1he related share of the reinsurers is shown separately.

The eslimation of the: ulitmate liability arising from claims made under insurance contracts is the Compnny's most
critical aceounling estimiate. Theve are several sources of uncerlainly that need 1o be considersd in cstimating the
liability that Ihe Company will ultimately pay for such claims. The provision for claims incuured bul not reported is an
estimalion of claims which are expected (o be reporied subscquent to the end of financial reporting period, for which
the nsured everyt has occurred priot to the end of the financial reporting period.

Deferred policy acquisition vosts

Commissions and ether costs direetly relaied (o the acquisition and rencwal of insurance contracts are defeired and
amortised over the terms of the insurance contracts lo which they relate as premiums are earned. Amortisation is
recorded in the “statemcent of insurance operations™.

Changes in the expecled useful lite or the expected patlern of consumption ef filure economic benefits embodied in
the assel are accounted for by changing the amortisation period and are treated-as a change in accounting estimate.

An impairment review i3 performed al cach financial reporting date or mere Tequently when an indication of
impajirment arises: When the recoverable amounts are less than the carrying value, an impairment loss is recopnised
in the statement of fnsurance operations. Deferred policy acquisition cost is also considered in the liability adeguacy
test for cuch financial reporting peried.

Statutory deposit

Statutory deposit represenis 10% of the paid up capital ol the Company which is maintairied with a bank designated
by SAMA in accordance with The Ceoperative Insurance Companies Control Law: for insurance companies. This
staluiory deposit cannol be withdrawn withount the consent of SAMA. Accrued interest is included under acerued
expenses and other liabilitics.

Reiusitrance

The Company cedes insurance risk in the normal course of business Tor all of its businesses under which ihe
Company is compensated for losscs on insurance contracts issued. Reinsurance assels represent balances due [rom
reinsurance companies. Recoverable amounts are estimated in a2 manner consistent with the outstanding claims
‘provision and are in accordance with the reinsurance contract.

An impairment review is performed at cach reporting date or more ftequently when an indication of impairment
arises during the reporting period. Impaicment oceurs when objective evidence. exisls that the Company may not
recover outstanding amounts under the terms of the contract and when the impact on the amounts that the Compény
will receive Trom the reinsurer can be measurcd reliably. The impairment loss is recorded in the “staterment ol
insurance operations”,
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NOTES TO THE FINANCIAL STATEMENTS

31 December 2015 (Continued)
3 SIGNIFICANT ACCOUNTING POLICIES (Continued)

Ceded reinsurance arrangements do not relieve the Company from its obligations to policyhelders. Premiums and
claims on assurned reinsurance arc recognised ds income and cxpenses in the same manner as they would be il the
reinsurance were considered direct business, taking into account the produel elassificalion of the reinsured business.

Reinsurance lishilities represent balances due to reinsurance companies. Amounts payable are estimated in o
manner consisient with the associated reinsurance contract. Premiums and claims are presented on a gross basis for
both ceded and assumed reinsurance. Reinsurance assets or liabilities are derecognised when the contractual rights
arc extinguished or expire or when the contract is transferred 1o another party.

Liability adequacy test

Al cach reporting date the Company assesses wheiber its recognised insurance liabilitles are adequate using current
estimates of [Wore cash Mows under its insurance contracts. [fthat assessmenlshows thal the carrying amount of its
insurance Habilities (less related deferred policy acquisition costs) is inadequate in the light ol estimated future cash
flows. the entire deliciency is immediately recognised in stalement of insurance operations -and an unexpired risk
praviston is ereated. The Company does not discount its fiability for unpaid claims as substantially all claims arc
expected to be paid within one year of the reporiing date.

Expenses
Expenses are recognised when decreast in future cconomic benefil related 1o a decrease in an assel or an increase in
.a liability has arisen that can be measured reliably..

Foreign ciirrencies

Transaclions in Toreign currencics arc recorded at the exchange rate ruling al the dale of {ransaction. Monetary
assels and liabilities denominaied in foreign currencies al the statement of [inancial position date are retranslated at
the rates of exchange ruling at the stalement of financial position date. All differences are taken to the statemenl of
shareholders” comprehensive opefalions. Forcign exchange pains or loss on available for sale investments are
recognised in the statement of shareholders® comprehensive operations.

Statutory reserve

[n accordance with its Articles of Association, the Company shall allocate 20% of its net income of each year o 2
stalutory reserve until it has built up a reserve equal & the share capiial. In view of the accumulaled losses, no such
transfir has been made for the year ended 31 December 2015,

Impairment and uncaollectibifity of financial assets

An assessment is made al cach financial reporting dale to determine whether there is objective evidence that a specific
financial asset or group of financial assets may be impaired. [f such evidence exisis, the eslimated recoverable amount
of that asset is determined and any impairment foss; based on the nel pieseal value of fulure anticipated cash Aows, is
recognised in the statement of sharchotders® comprehiensive operations, When o financial asset is uncollectible, it is
writlen off against the related provision for impairment. Financial assels are written off only in circumstances where
effectively all possible means of recovery have been exbaustied, and the amount of the loss has been determined.

Impairment is determined as follows:

a) Tor asscts carried a1 fair value, impairment is the difference between cost and fair value, less any
tmpairment loss previosusly recognised in the statement of shareholders” comprehensive operations
or the slatemenl of' comprehensive income ot insurance operations,

by For assets carried af cest, impairmenl is the difference belween carrying value and the present value of fiture
cash flows discounted at the current market rate of return for a similar financial assel.

Offsetting

Financial assets and financial liabilitics are offset and 1hé net amount reported in the statement of finaneiat positian
only when there is a legally eaforceable right to offset 1he recognised amounts and there is an intention Lo scltle on a
net basis, or to realise the assets and scttle the lfabilities simultaneously. Income and expense are nat ofTset in the
statement of insurance or sharcholders” comprelensive operations unless required or permiited by an accounting
staridard or interpretation, as specilically disclosed in the acceunting poelicies of the Company.
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3 SIGNIFICANT ACCOUNTING POLECIES (Continued)

Trade date acconniting

All regular way purchases-and sales ol {inancial assels are recopniscd / derecopnised on the trade date (i.e. the date
that the Company comumits 1o purchase or sell the asseisy: Regular way purchases or sales of finaneial asscts are
transaciions that require scltlement of asscts within the time frame gencrally established by regulation or conyention
in the market place.

Derecognition of financial instriments

The derecognition of a linancial instrumeni takes place when the Company na longer contrals the contractual riglhts
that comprise the Gnancial instrument, which is dormalty the ¢asc wher the instrument is sold, or all the cash flows
attributable o ihe instrument arc passed through 1o an independent third party.

Sepment reporting

An operating sepment is-a component of the Company that is engaged in business activitics from which il eams
revenues and incur expenses and aboul which discrete financial information is available thal is evaluated regularly by
the chicf aperating decision maker in deciding how to allocale resources and in assessing perforimance. Operating
segments are reported in 4 manner consistent with the internal reporting provided to (he chiel operating decision-
maker. The chiel operating decision-maker. who is responsible for allacating resources and assessing performance of
the aperaling segmenls, has been identified as the chief exceutive ofTicer that makes strategic decisions. The Company
has cight reportable operating. scgmeits.as follows:

° Accidents and Liabilities whieh provides coverage againsl aceidental death to individual and group of
persons under Personal Accident Insurance and insures the inferest of employers under Fidelity Guarantee
and alfords cover {or loss or damage under Money and ceriain public liability insurances.

” Mator insurance which provides coverage-against losses and liability reiated to motor vehicles, cxcluding
transporl insurance,

o Property which provides coverage against [irc, and any other insurance included under this class of
insurance,

o Marine products which provide cover for unpredictable evetts during sea voyage and inland transit with.
solutions against unfortunate events incidences during travel and transit.

° Engineering produets which provide companies with solutions against unfortunate events with respect o
activitics underiaken during construction projects.

e Other peneral lines which provides coverage for consumer products like scrvice warranty and personal

pratectien producis.
Health produets which provide healih care cover 1o policyholders.

s Protection and saving which provides coverage against life death o individual and group of persanal under
Persenal and Group Protection Lile.

‘Shateholders” Funds is a non-operaling segment, [ncome vamed from time deposits and invesiments is the only
revenue generating activily. Certain direct operating expenses and other overhead expenses are allocated 10 this
segmenl on an appropriate busis. The deficil or surplus [rom the insurance operations' is allocated to this segnient on
an appropriate hasis, Segment performance iz cvaluated based on income or loss which, in certain respects, is.
measured differently from income or loss in the financial statements.

Transler pricing for intersegment transactions between operating segmenls are set on an arm’s length basis in a
manner $imilar lo transacfions with third parlies. Segmenl income, expense and resulls will then include those
transfers between operating sepments which will then be climinated at the level of financial statements of the
Company. As the Company carries out its activitics entirely in the Kingdom of Saudi-Arabia. reporling Is provided
by operating segment enly.
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3 SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments

All investments are initially recognised at their fair value, including acquisition charges associaled with (he
investmenl, excluding those held at fair value through income statement. For investments that are traded in
wrganised financial markets, {kir value is determined by referenee to exchange quoted market bid prices at the close
of business un the reporting date without any deduction [or (ransaetion costs.

Available for sale investments {“AFS")
Available for sale investments include equily sccurities. After initial measuremenl, AFS fGinancial investments arc
subscquently measured al fhir value.

Unzcalised gains and losses are recognised directly in equity (througli other comprehensive income) captioned
under *chaiige in {air values ol available for sale investiments’. When the investment is disposed off. the sumnulative
gain or loss previously recognised in equity is recognised in the stalement ol shareholders™ compreheosive
operalions.

Held to maturity investments ("HTM ") _

Held to maturity investments are non-derivative financial assets-which have fixed or determinable payments (hat the
Company has the positive intention and ability 1o hold (o maturity and are initially measured al amortised cost
-adjusted by the amount of amortisation of premium or accretion of discount using the effective interest method.
Any permanent decline in value of HTM investments is récopnised in the slalemeril of insurance comprehensive
operations. Investments classified as held to maturity cannot ordinarily be sold or reclassificd without impacting the
Company's ability 1o use this classification and cannot be designaled as a hedged item with respecl to special
commission rate or prepayment risk, reflecting the longer-lerm nattire of these investments.

Going concern

The Company’s management has made an assessment of the Company's ability to continue as a going concern and is
satisficd that the Company has lhe resources 1o continue in business for the foreseeable future. Additionally, the
management s nol aware ¢f any. material uncertainties that, may cast significant doubt on the Company’s ability to
continue as a going concern. Therelore, the financial statements continue to be-prepared on the peing concern basis,

4 SIGNIFICANT ACCOUNTEING ESTIMATES, JUDGEMENTS AND ASSUMPTIONS

JSudpements

The preparation of the Company’s [inancial slatements requircs management to make judgments, estimaies arud
assumplions that alfect the reporied amounts of revenues, expenses. asscts and liabilities, and the accompanying
disclosures, and the disclosure of contingent Habilities, at the end of the reporting pericd. However. uncertainty about
these assumptions and estimales could resull in culcomes thal require a materizl adjustment Lo the carrying amount of
the-assel or liability afTected in fiture periods,

Key estimates and assumptions

The lcy assumplions concerning the fulure and other key sources of estimation uncertainty al 1he reporting date, that
have a significant risk of causing a material adjusiment 1o the carrying amounts.of assets and liabilities within the nekt
financial year are discussed in the significant accounting policies in note 3.
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5 CASH AND CASH EQUIVALENTS
31 December 2015 31 December 2014
Insurance Skureholders’ Insurdnce Sharefolders”
operations operations aperations operations
SR S SR SR
Cash at banks and in hand 14,689,241 1,260,553 2,238,414 5.157.980
Shert-lerm deposil with original matority
of tiwee menths or less 50,000,000 65,054,247 - 6.000,000
64,689,241 66,314,800 2238414 11,157,980

Short-term deposit s placed with a local banks with an original maturity of three menths or less, The weighted average
special commission rale on the short-term deposit is 2% (2014: (L,85%) per annum.

Short-term deposit and cash af banks are placed with local cemmercial banks with goed investment grade credit
ratings,

The carrying values of shori-term depasit and cash at banks approximate tieir fair value at the reporting date.
6 PREMIUMS RECEIVABLE, NET
a) The ageing analysis of premiums receivable balances is set out below,

Past due nor

impaired Past due and impaired
31 December 2015 More than
Up to S t0 180 181 to 360 360
Tetal 9¢ days days days days
SR SR SR SR SR

Premiums reccivable 36,984,550 30,613,826 2,762,099 3,595,313 13312
Provision for doubtful debts  (1,323,127) . (414,315) (898,828) (9,984)
Premiums receivable, net 35,661,423 30,611,826 2,347,784 2,696,485 3328
3! December 2014
Premiums receivable 3,512,379 2.044,146 693,419 774,814 -
Provision for doubitful debls (90,827 - “ (90,827) -
Premiums receivable, net 3421,552 2,044,146 693,419 683,987 -

The Company ¢lassilies balances as “past due and impaired” on the basis of the guidelines given by SAMA.
Unimpaired premiums receivable are expected to be fully recoverable, 1t is not the practice of the Company o
obtain collateral over premiums receivable. and vast majorily of such batances are therefore unséeured.

17



MetLife, American International Group and Arab National Bank
Cooperative Insurance Company

{A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS

31 December 2015 (Continued)

6 PREMIUMS RECEIVABLE, NET (Continued)

by The movement in provision for doublfisl policyholders’ batances for Lhe years ended 31 December 2015 and
2014 is sct out below:

31 December 31 December

2015 2014
SR SR
Beginning balance 90,827 ~
‘Charge for the year ffisurance operaiiqns) 1,232,300 0Q,827
Clasing balance 1,323,127 90,827
¥ OUTSTANDING CLAIMS
31 Deceinber 2015 31.December 2074
SR SR
Reinsurers’ -Reinsurers”
. Gross  share Net = Gross share - Net
Cuistanding reported claims 25,803,739 13,252,808 12,550,931 11,567 4478 7.089
Claims incurred but not reported 13,170,131 6,670,836 6,499295 762432 495321 267,111
Unallocated loss adjustinent expense
resgrve 678,203 = 678,203 13.531 ~ 13,531
Tatal uln-standi“g claims 391652,973 19,923,644 ]9,728,4‘29 78?,53 0 4 98,759 287.73 1
8 DEFERRED POLICY ACQUISITION COSTS
Forthe year  For the period
ended 31 ended 31

Decenber 2015 December 2014
Beginning balance 469,688 -
Paid during the year/period 7,672,836 606277
Amorlized during the year/period (3,284,661) (136.589)

Closing Balance 4,857,863 469,688
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9 PREPAID EXPENSES AND OTHER ASSETS
31 Decemnber 2015 31 Decemiber 2014
SR SR

Insurance Sharcholders” Insurance Shaieholders

operations operations. operations operations
Emplovees’ receivable 1,282,601 - [.202.398 -
Prepaid expenses 4,957,320 750,000 597.319 -
Preposil against letters of guarantee 3,538,097 - 550,000 -
Secevrity deposits 176,910, - 261.500 -
Prepaid rent 1,249,601 - 233.069 -
Accrued inlerest 156,165 190,937 - 109,630
Other assets 2,389,972 3,993 123,48t 3,993

13,750,066 944,930 2.967.767 113,623
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19 PROPERTY AND EQUIPMENT, NET

i;fe::ji:;g; y Furnitnre Office Computer  Compitier Mator Total
s A and fixtures equipment haidware  software vehicles
SR SR SR SE SR SR

Cost: o _
Beginning balance 3A54,254 971,139 499,289 4,697,281 3,232,617 215,049 13,070,629
Additions for the year 115,560 17,050 5,450 132,593 165,678 - 436,331

3,569,814 989,189 504,739 4,829.874 3,398,295 215,049 13,506,960
Depreciation:
Beginning balance 906,570 272,808 170,003 2,131,132 1,503,591 31,676 5,015,780
Charge for Lhe year 500,455 141,306 160,945 949,705 998,606 43,010 2,734,027

1,407,025 414,114 270,948 3,080,837 2,302,197 74,686 7,749,807
Net book valtie:
As at 31 December _
2015 2,162,789 575,075 233,791 1,749,037 396,098 140,363 5,757,153
Cost:
Beginming balance - - - - - -
Additions fTor the period
{or the period from 29
August 2013 to 31 _ _
Drecember 2014 3.454.254 972,139 499 289 4,697,281 3232617 215,040 13,070,629
Depreciation:
Charge for the period
[rom 29 August 2013 1o
3 December 2014 906,570 272808 178,003 2,131,132 1,503,591 31,676 5.015,780
Net book vafue:
As.al 31 December
2014 2.547.684 699331 329286 2,566,149 £,729,026 183.373. 8,054,849

The deprecialion charge is allocated between pre-incorporation expenscs, Policyholders™ and Sharcholders’ general

and administrative éxpenses, as follows:
For the yedr

For the period Jronr

ended 31 29 Augnst 2013 o
Decembey 2015 31 December 2014
SR SR
Pre-incorparation cxpenscs {note 22) - 1636415
General and administration expenses Shareholders’ eperations - 1,342.455
{note 21)
General and administration expenses fnsurance operations 2,734,028 2.036,910)
{note 21)
2,734,028 5,015,780
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il TIME DEPOSYTS

Time deposits represent deposits with local commercial banks with good investment grade credit ralings and have
an original maturity of more than three months frem daie of acquisition. There was no Time Dcposits invested [or
more than three months as of 31 December 2015 (31 December 2014 was SRE5.000.000 at an average variable
special commission rate o (L.85% por annurm).

The carrying values-of time deposits approximale their fair value of the reporting daie,

12 INVESTMENT

(i) Held fo maturity

Held to Maturity ("HTM) investment amounting to SR 10,000,000 (3] December 2084: Nil) comprise secured
unquoted Sukuk issned by Arab National Bank "ANB™ and maturing on 2025, The rate of return on the Sukuk is
caleulated based on 6-month Saudi Inter-Bank Offered Rate ("SIBOR"™) plus a margin ol 140 basis points per
annum and paid semi-annually, Managemen( opinion that the Tair vatue ol the HTM investment as it 31 December
2015 was not materially different fron its carrying value.

{iit Available for sale

This investmenl represents equily holding in (he unquoled share capital of “Najm Fer Insurance Services
Compamy™. As the fair value is nol readily available; this investment has been carried al cosl and reviewed by
management for impairment, Management is of the opinion that the fair market value of this investment is not
materally different from its carrying value.

(iii} Levels af Investinents

The abave held Lo maturity investments have nol been classified inlo levels as they are kept at amortized cost.
Reparding the available lor sale investment, it is classified under level 3.

13 STATUTORY DEPOSIT
Statutery deposit amounting to SR 17,500,000 represents 10% of the paid up share capital of the Campany which is
maintained in accordance with the Cooperative Insurance Companics Control Law issued by the Saudi Arabian

Monctary Agency (“SAMA™). This statulory deposit cannot be withdrawn witheut the consentof SAMA.

14 UNEARNED PREMIUMS

For the year For the period fram 29 August 2013 to
ended 31 December 2015 3T December 2014
Reinsurers’ Reinsurers'
Gross share Ner (Gross share Net
SR SR R SR SR SR
Beginning balance. 4,709,142 3,251,099 1,458,043 - - -
Premiums - writlen during the
year/period 144,740,920 48,075,866 96,665,054 5,741,138 3,984,524 1,756.614
Premiums carned during (he
vear/period (57,418,995) (23,704,233) (33,714,762) (1,031996)  (733.425)  (298.571)
Balance at end of the period 92,031,067 27,622,732 64,408,335 4,709.142 32351099 1,458,043

Note: Ceded premiums written during, the year includes excess of loss premimms of SR 380.483 for the year ended
31 Dceember 2615 (2014: SR 67,027,
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15 PAYABLES, ACCRUALS AND OTHERS

31 Decemmber 2015 31 December 2014
SR 5R

Ingsurance  Sharcholders’  Insurance Shurcholders’

operations operations pperations operlions
Acerued human resources costs 3,606,954 - £.548,055 272976
Accrued external service fees 1,020,573 - 1.054,157 -
Acerued oecupancy cost - - 1.032,576 -
Accrued Board of Direclors fees - 733,060 - 1,013,197
Accrued irformation technology expenses 155,644 - 165,108 -
Accrued travel expenses 21,575 - 80.439 -
Other acerugd expenses 1,342,886 - 55,921 -
Payabies — Claims 1,601,388 - - -
Payabtes — Third party administrative 626,555 - - -
Advance premiums 1,622,235 - - -
Commissions payable 3,293,004 - 343.6M -
(ther payables 181,170 174,521 82,934 -

12,871,984 907,581 4,362,884 1,286,173

16 UNEARNED REINSURANCE COMMISSION INCOME

31 December 2005 31 December 2014

SR SR
Beginning balance 881,472 -
Commission received during the year/period 7,523,244 1,053.511
Commission earned during the year/peried (4,650,695) (172,039

Balance at the end of the year/period 3,754,021 881472
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17 RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represent major shargholders and key management personnel of the Company. Pricing policics and term ol setilement with related parties are as per the commercial terms.
The significant related party transactions for the period and the related balances al the end of the period are sei out below:

Amount of transactions

For the period from Balance Balance
. " Forthe year ended 29 August2013to 31 December 31 December
Related party/ Nature of transactions 31 December2015 31 December 2014 2015 2014
SR SR SR SR

Premium receivable from a related party

Arab National Bank {(*ANB") (Shareholder)

Premiums reccivable (advances) on policies sold throngh agency agreement with ANB agency 60,662,974 192,094 547,723 (817N

Commission payable on policies sold through agency agreement with ANB apenéy 1,366,798 28814 53,489 2,305
Reinsarance balances payable

American International Group ( “AIG™) (Sharehelder)

Reinsurance premiums payable and XOL 12,424,079 3,745,991 9,128,538 2,775.444

Reinsurance commission {2,814,045) (971.34N - -

Reinsurance share of paid claims 1732771 - - -

Delaware American Life Insurance Company (Owned 108% by MaetLife)

Reinsirance premiums pavable 1,831,141 - 30,585 -

Reinsurance commission (236,848) - - -

Reinsurance share.of paid claims (826,104) - - -

Aunerican Life Insurance Company “ALICO" (Owned [00% by MetLife)

Reinsurance premiums (portfolio transfer) 11,429,627 - - -

Reinsurance commission {2,121,942) - - -

Reinsurance share of elaims paid (portfolio transfer) (28,865,508) - 7,508,330 -
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17 RELATED PARTY TRANSACTIONS AND BALANCES (continuad)

Amount of transuctions

For the period from Balance Balance
. . For the year ended 28 August 2013 to 31 Deceinber 31 December
Related party/ Nature of transactions 31 Decernber 2015 31 Decermber 2014 2015 2014
SR SR SR SR
Due to related parties
MetLife {(Sharcholder)
Property and equipment purchased on behalf:of the Company - 10,809,086 - -
Pre-incorpoeration expenses paid on behalf of the Company and recharged to the Company - 7.514.895
Expenses related to initial public offer paid on belialf"of the Company and recharged to the Company - 61.168
General and administrative expenses paid en behall of the Company and recharged to the Company 1,134,576 5.597.470 (624,740 1,443,719
Administration Fees Income {portfolio ransfer) 754,182 - - -
Arab Natiosial Bank (*ANB") (Sharehoider)
Expenses related to initial public offer pald on behalf of the Company and recharged to the Company 3.292.304 - -
Pre-incorporation expenses paid on behalf of the Company and recharged to the Company - 1,782,795
General and administrative expenses paid on behalf of the Company and recharged to the Company - 266.001 - -
American International Group (“AIG") (Shareholder) _
Pre-incorporation expenses paid on behalf of the Company and recharged to the Company 1,684,730
Property and equipment purchased on behalf of the Company 1,020,692 _
General and gdministrative expenses paid on behalf of the Company and recharged o the Company 1,255,868 1,064,199 1,675,036 419168
Tetal amounts due to related parties 1,050,297 1,822,887
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17 RELATED PARTY TRANSACTIONS AND BALANCES (continued)

Related party/ Nature of transactions

Commitments and Contingencies

Arab National Bank (*ANB") (Shareholder}
Cash margin againat letter of guarantees

Investment acfivities
Arab National Bank (“ANB™) (Skareholder)
Time Deposits:
Special commission income on deposits
Held to Maturity Investiment (investment in ANB Sukuk)
Special commission income on held to maturity investments

Key management personnel
Salaries and other benefits

Board of Driteciors and Executive Comiiniitees” fees

Amaunt of transactions

For the period from Balance Balance
For the year ended 29 August 2013t0 31 December 31 December
31 December 2015 31 Decentber 2074 2015 2014
SR SR SR SR
- - 3,538,097 350,600
- - 42,062,500 36.000.000
263,857 666.002 72,695 95,871
- - 16,080,000 -
74,649 - 70,649 -
7,668,858 8.589.,057 - -
787,000 995.000 718,500 999.000
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] EMPLOYEES' END OF SERVICE BENEFITS

31 December 2015 31 December 2014

SR SR
Beginning balance _ 382,882 -
Charged during the year/period 667,242 382,882
Paid during the yearfperiod (12,645) -
Al the end of the vear/period 1,037,486 382.882

19 ZAKAT AND INCOME TAX
{a) Zakat charge for the perfod
The zakat provision is based on Saudi shareholders’ share-ol cupital of 48.02% (2014:48.02%)
For the year  For the peviod from

ended 31 29 August 2013 b0 31
December 2015 December 2014

SR SR
Saudi shareholders” capital (48.029%) 34,035,000 84.035.,000
Book value of lang term asséis (15,365,583} (20,317,535
Accumulated losses srd oiher adjusimenis (25,710,947} -
42 ,_958,47[] 63.717.465.
Adjusted et loss for ihe period (13,725,063) (18,818.376)
Saudi sharcholders’ share of zakat base computed-at 48.02% 29,233,407 44,899,089

The differences between the (inanciat and (he zakatable results are mainly due 1o provisions which arenot allowed
inthe calcuiation of zakalable income.

b) Income tax charge for the year/period

Theré was no income iax charge relating te the foreign sharehelders for the year ended 31 December 20135 due to
the net adjusted loss for the year, {(same for 2014),

£ Mowvement in the provision for zakat during the period

The mavement in the provision for zakat Tor the year/period comprises of:

For the year For the period from

ended 31 29 Angusl 2013 la

Decentber 2015 31 Deceinber 2014

SR SR

Provided during the yvear/period 730,835 1.242.671
Release of excess provision 2014 {115,362)

Payment made during ke year/period - {1,242.671)

Ending balance 615,473 -
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19 ZAKAT AND INCOME TAX (Continued)

d) Status of zakat and incoine tax assessments

Tax/zakat return of the Company for the first 12 months ending 28 August 2014 has been fled within the stipulated
deadline. The final 1ax/zakat certificale has been received which is valid 11 30 April 2016, During 2015 the
Company received the following:

»  DZIT letler No. 206/16/1437 dated 22 Qclober 2015 requesting [or certain information in order to finalise
the tax position for the period ended 31 December 2014 and Company has preparcd and submitted DZ(T
queries ditring February 2016,

o DZIT letler no 4939/16/14306 dated 4 May 2013 requesting the Company to pay additional zakal of SR
516,880 and Company filed an appeal during the legal period.

20 SHARE CAPITAL:

The issued and paid up share capital af the Company is SR 175,000,000 divided into 17,300,000 shares of SR 10
cach. The share capital is distributed as follows:

31 Decentber 31 Decentber
2015 2014
Shareholders Percenlage SR SR
FPounding sharcholders T% 122,500,000 122,500,000
General public 30% 52,500,000 - 52,500.600
Share capital 175,000,600 175,000,000

Transaction costs of SR 9,396,940 incurred on inilial public offer are accounted lor as a deduction from cquity 1o
the extent they are incremental costs directly attributable to the initial public offer that olherwise would have been
avoided,

On 27 April 2015, the Company’s Board of direstors has recommended increasing the Company s capita) from

SR 175 million ta SR 350 million through a rights issue. In this conneciion, the Company submitted its business
plan ﬂiun;, with related documents to SAMA on 07 June 2015 for appreval and SAMA hus approved the capital
increase in their lefier no. 361000144425 dated 16/11/1436 H (corresponding (6 31 August 2815 G). The Company
has appointed Saudi Hollandi Capital as a Financial Advisor for this transaction and has submitted ils capital
increase documents to the Cupital Market Authority (*CMA”) on 13 November 2015 and has received CMAs
approval on 19 January 2016, the Company called for Fxtra Ordinary pencral assembly te be held on 22-February-
2016 to approve Capital Increase,

21 GENERAL AND ADMINISTRATIVE EXPENSES

For the year ended 31 For the peried fromr 29:Augnst
December 2015 2013 to 31 Decewriber 2014
5R SR
Insurance Shareholders’ liswvance  Sharsholders
operations  aperations  Operalions operntions

Emplayees™ costs 23,934,365 {90,421) 8,973,632 4,676,671
Legal and professional fees 2,390,942 222,769 3123410 3,216,725
Rent 1,014,281 - 2,411,337 908.038
Depreciation (Note 10) 2,734,028 - 2036910 1.342.455
Information technology expenses 2,460,467 - 1,834,239 606,327
Travel and lodging expenses 814,266 - 883,910 683,278
Ioard expenses - ‘1,618,091 - 1.085.201
Oihers 1,356,624 34,437 937,885 323,892

38,304,973 1,184,876 20,203,323 12,842,587
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22 PRE-INCORPORATION EXPENSES, NET

For the period from
18 Jrmiary 2012 fo
28 August 2013
SR

Professional services rendered by shareholders’ employecs 3,564,937
Depreciation (Note 10} 1,630,415
Legal and professional foes 1.463,305
Travel and lodging expenses 1,238,208
[nformation technology expenses 1.179,675
Rent 661.759
Employecs’ cosls 661,644
QOthers 1.041.118
Total pre-invorporation expenses incurred 11,447,061
Ldss: Special commission income earned from short-lerm deposils up to the daie of the
Ministerial Resolution (29 August 2013) (11E441)
Total pre-incerporation expenses, net 11,335,620

23 RISK MANAGEMENT

Risk governance

The Company's risk governance is manifested in a set of established policics, procedures and controls which uses
the exisling organisational structure o mect strategic targets. The Company's philosephy revolves on wi lling and
knowltdgeable risk acceplance commensursie with the risk appelite and a sirategic-plan approved by the Board of
Directors. The Company is exposed to commissian rale, credit, and liquidily and currency risks.

Risk management structitre
A cohesive organisationl structure is established within the Company. in order to identify, assess. monitor and
coniral risks.

-Board of directors
The apex of risk povernance is the centralised oversight of (he board of directors providing dircction and the
Necessary approvals of strategies and policies in order to achieve defined corporate goals.

Senior management
Senior management is responsible for the day lo day operations Lowards achieving the strategic poals within the
Company’s pre-defined risk appetile.

The risks Faced by the Company and ihe way these risks arc miti gated by management are summarised below,

) Operational/process risk

Operativnal risk is the risk ol loss arising from systems and control [ailures. fraud and human erors, which can
result in financial and repulation loss, and legal and regulatory consequences. The Company manages operational
risk through appropriate controls. instiluting scpregation of duties and internal checks and balances, including
imernal atidit and compliance. '

b} Insurance risk

Insurance risk is the risk that actual claims peysblc to contract holders in respect of insured events exceed
cxpectations. This could oceur because the lrequeney or amounts of claims are moré than cxpected. Insurance risk
is manilored regularly by the Company (0 make sure the levels are within the projected [requency bands. The
Company underwrites mainly accident and liability, property, marine. engineering, energy, extended warranly and
health insurance.
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23 RISK MANAGEMENT (Continuved)

‘I'he insurance risks arising from the above insurance conlracts are mainly concentrated in the Kingdom of Saudi
Arabia.

Frequency and amounty of claims

The frequency and amounts of claims can be affected by several fGictors. The Company underwriles accident and
liability, .property, marine. enginecring, energy, extended warranty and health insurance. These are regarded as
short-term insurance contracts as claims are normally advised and seltled within one year of the insured cvent
laking place. This helps to mitigate insurance risk.

Accidert and Lichility

Public fiability

For public liability insurance, main risks arc legal labilities of the insured towards third party death, bodily injury
or property damage arising oul of insured premises, business operations or projects handled by the insured. This
insurance policy is underwritlen based on the turnover of the company or the value of the conract. nature /
occupation of the premises; nature.of coniracts handled. The Company has reinsurance cover (o limil the losses lor
any individual elaim.

Metor
For motor contracts the main risks are claims for death and bodily injury and the replacement or repair of vehicles.

‘I'he tevel of court awards for deaths and to injured parties and the replacement costs of molor vehicles are the key
factors that influence the iével of claims. The Company has reinsurance cover for such. damage to limit tosscs fer
any individual claim.

Property

These contracts are underwritlen by reference o the replacement value of the propertics and contents insured, The
cost of rebuitding properties and obtaining replacement contents and the time taken o restart operations which leads
lo husiness interruplions arc the main Tactors that influence the level of claims. The Cempany has réinsurance cover
for such damage 10 limil losses for-any individual claim.

Marine

Marine cargo insurance is designed to compensate contract holders for damage and linbility arising through loss or
damage to marine craft and accidents &l sca resulling in the total or partial loss of cargoes. For marine cargo
insurance lhe main risks arc loss or damape to marine craft and accidents resulting in the total or partial loss of
cargoes. The Company has refnsurance cover 1o limil the losses for any individual claim.

Engineering

For engingering insurance, the main risks are loss or damage to the construction/erection works caused by fire,
explosion, natural perils like food, earthquake, haflstorm, ete. The Company has reinsurance cover for such risks lo
limil losses for any individual claim.

Other General
[For other general business, the main risks #re loss or damage lo consumer poods and personal items. The Company
lias reinsurance caver for such tisks 1o limit losses for any individual claim

Health

The Company” underwriting strategy. is designed Lo ensure that risks are wel! diversified in terms of type of risks
and fevel of insured benefits. This is largely achieved through diversification across industry sectors and geography.
the use of medical sereening, in order 1o ensure that pricing lakes account of current health conditions and family
medical history, regular review of actual elaims experience and product pricing, as well as detailed claims handling
procedures. The Campary further enforces a policy of actively managing and promptly pursuing claims, in order to
reduce ils exposure Lo unpredictable (uture developments that can negalively impact the Company. The Comparny
has reinsurance cover to Himil the losses for any individual claim.
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23 RISK MANAGEMENT (Centinued)

Individual Protection & Saving

For individual proteetion & saving portfolio. the main risk is the mortality and morbidity of the insured and the risk
of anti-selection associated wilth this. In addition. higher than anticipaicd cancelation rates may result an expense
-overruns and may extend the lime period that 1t will take for the portfelio to altain.a critical mass.

Group Protection & Saving

For group Protection & Saving porlfolio. the main risks arg morality and morbidity of the insured. The mortality
risk is compounded due to the concentration of lives. The Company has a clearly defined underwriting strategy.
There are various levels of underwriting carried out, including deceleration of good health, medical guestionnaiie,
reporis from specialisis/consuliants and comprehensive medical tests. The Company also locks at the nature of
activity carried out by the group, group size, mix of lives by geopraphical régions, cultural background and
manual/non-manual werker split.

The individual and group Protection & Saving porlfolio is proiceled through an efficient reinsurance arrangements.
This protects the Company {from adverse moralily/morbidity experience.

Sensitivity ancalvsis
A hypothetical 10% change in the net claims ratio would impact income by approximately SR3,096.493 (2014: SR
28,773) annually in aggregate,

¢ Retnsurance risk

In order lo minimise its financial exposure to poléntial losses arising from large claims. the Company cnters into
agreememnts with other partics for reinsurance purpose. Such reinsurande arrangements provide for greater
diversification of business, allow management to contral exposure to polential losscs arising from large risks, and
previde addilional capaeily For growth. A significant portion of the reinsurance is affecied under trealy. facullative
and excess of loss reinsurance contracts. To minimize its exposure (o significant losses from reinsurer insolvencies,
the Company evaluales the financial condition ef ils reinsurers and monitors the concentrations of credit risk arising
Trem similar geographic regions. activities and cconomic characteristics ol reinsurers.

Reinsurance ceded cantracts do not relieve the Company from its ohligations lo the policyholders and as & resull the
Company remains liable for a portion of oulstanding claims reinsured (o the extent that the reinsurer fails 10 meel
the abligations under the reinsurance agreements. The credit exposure for outstanding claims in this connestion is:

31 December 2015 31 December 2014

SR SR
LISA 760,787 4478
Middle Basi including Kingdom of Saudi Arabia 12,492,021
Retnsurers’ share of outstanding claims {note 7) 13,252,808 4,478

dj Lignidity risk

Liquidity risk is the risk that the Company will not be able to meet its commitments associaled with financial
liabilitics when they fsli due.

Liquidity requirements are monitored on a monihly basis and management cnsures that sulficient liquid funds are
available 10 meet any cammitments ds they arise,

Alt Habilities on the Company’s statcment of financial position. other than employces’ terminal benefits. are
contractuaily payable on a current basis.
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23 RISK MANAGEMENT (continued)

Maturity profiles

The table below summarises the matority profile of the assels and lisbilities of the Company based on expected

maluritics:
Maturity analysis on expected maturity bases

31 Decemnber 2015

Current Non-current Total

Noles SR 5R SR
INSURANCE OPERATIONS® ASSETS
Cash and cash equivalents 5 64,689,241 - 64,689,241
Premioms receivable, nel 6 20,470,160 15,190,663 35,661,423
Reinsurers’ share of unearncd premiums 14 4,594313 23,028.419 27.622,732
Reinsurers’ share of mathematical reserves 1.1 251,654,626 - 251.654.626
Reinsurers' share of outstanding claims 7 19,923,644 - 19,923,644
Deferred pelicy arquisition costs 8 2,964,552 1,893,311 4,857,863
Prepaid expenses and otler assets G 10,035,058 3,715,008 13.750,066
Dug from shareholders operations B.O0071¢ - 8,010,111}
Properly and equipment, net 14 - 3.737.45% 5,757,153
TOTAL INSURANCE OPERATIONS' ASSETS 382,342.3045 49,584,554 431,926,859
SHAREHOLDERS’ ASSETS
Cash and cash equivalents 5 66,3 14,800 - 66,314,300
tHeld to matority 12{1) - 16,000,000 10,000,060
Due from insurance operations - - -
Prepaid expenses and other assets g 944,930 - 944,930
Time deposits - - -
Available [or sale invesiment 12(ii) - 3,175,163 3.175.163
Statulory deposil 13 - 17,674,521 17,674,521
TOTAL SHAREHOLDERS® ASSETS 67,259,730 30,849,684 98,109,414
INSURAMNCE OPERATIONS® LIABILITIES
Gross unearned premioms 14 68,547,897 23,483,170 02,031,067
Gross oulstanding claims 7 39.652.073 - 39,652,073
Gross mathematical rescrves 1.1 251,654,626 - 251,654,626
Payables, accruals and others 15 12,871,984 - 12,871,584
Reinsurance balances payable 20,875,305 - 29875305
Unearped reinsurance commission income 16 831,286 2922735 3,754,021
Due to related partics 17 1,050,297 - 1,050,297
Dae to sharcholders™ operations - - -
Employces’ terminal benefits 18 - 1,037,486 1,037,486
TOFTALINSURANCEQPERATIONS’ LIABILITIES 404,483 468 27,443,391 431,926,859
SHARLEIOLDERS’ LIABILFTIES
Zakat 19 615,473 - 615.473
Payables, accruals and others 15 907,581 - 507,581
Due to insurance operations 8.010.111 - 8010,
TOTAL SHAREHOLDERS’ LIABILITIES 9,533,165 - 9,533,165
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Maturity analysis on expected maturity bases

INSURANCE OPERATIONS" ASSETS.
Cash and cash equivalenis

Pretiiums receivable, nct

Reinsurers' share of uncarned premiums
Reinsurers' share of outstanding claims
Deferred poticy acquisilion costs
Prepaid expenses und other assels
Property and equiprient, net

TOTAL INSURANCE OPERATHONS' ASSETS

SHAREHOLDERS® ASSETS
Cash and cash cquivalents

Due from insurance operalions
Prepaid expenses and ¢ther asscls
Time deposits

Availahle forsale investment
Statutary deposil

TOTAL SHAREHOLDERS™ ASSETS

INSURANCE OPERATIONS® LIABILITIES
Gross unearned premiums

Gross ouslanding claims

Payables, accruals and others

Reinsurance halances payable

Unearned reinsurance commission income
Due to related parties

Due to shareholders’ operations

Employees’ terminal benefits

TOTAL INSURANCE OPERATIONS’ LIABILITIES
SHAREHOLDERS' LIABILITIES
Payubles, accruals and-others

TOTAL SHAREHOLDERS® LIABILITIES

31 December 2014

_ Current Non-current Total
Notes SR SR SR

5 2.238.414 - 2238414
G 3.421,552 - 3,421,552
14 2.074.851 1,176,248 3,251,099
7 499,799 - 499,799
2 343,462 126,226 469.688
b 2,706,267 261,500 2.967,767
1) - 8,054,849 8,054,849
11,284,345 9,615,823 20,903,168
3 11.157.980 - 11.157.980
5,028,658 - 5,028 658
9 113,623 - 113,623
11 £5.000.000 - 85,000,000
1260} - 2.175.163 3,175,163
13 - 17.500.000 17,500,000
101,300.261 204,675,163 121,975.424
14 3.408.708 1,300.434 4,709,142
7 787.530 - 787,530
13 4,362,884 - 4,362,884
2927713 - 2.927.713
562.819 318.653 881472
17 1,822,887 - 1,822,887
5.028,658 - 5,028 658
- 382,882 382,882
18,901,199 2.061,969 20,903,168
15 1,286,173 - 1,286,173
1.286.173 - 1.286,173
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23 RISK MANAGEMENT (continued)

The table below summarizes the maturity profile of the financial asscls and financial liabilitics of the Company
bascd on remaining expecled obligalions, including premiums réceivable. For insurance contract liabilities and
reinsurance assets, maturity profiles are determined based on the estimated timing of net cash outflows from the
recognized insurance fiabilities. Unearned premiums and the reinsurance share of unearned premiums have been
exeluded from the analysis as they are not contractual obligations. Repayments that are subjcet to notice are (reated
as if netice were to be given immediately.

No fixed Uptol Moreithanl

31 December 2015 maturity year year Total
Notes SR SR SR SR

Inserance operations’. assets

Cash and cash equivalenis 5 - 64,680.241 - 64,689,241
Premiunis receivable, net 6 - 35.661.423 - 35,661,423
Reinsurers’ share of outsianding claims 14 - 19,923,644 - 19,923,644
Prepaid expenses and other assets 9 - 13,750,066 - 13,750,066
Due from shareholders operations - 8,010,011t - 8,010,111
- 142,034,485 - 142,034,485
Shareholders® assets
Cash and cash equivalents 3 - 66,314,800 - 66,314,800
Due from insurance eperalions - - - -
Prepaid expenses and other assets 9 - 944,930 - 944,930
Time deposits il - - - -
Available for sale invesiment 12¢i) 3.175,163 - - 3,175,163
Statutory deposit 13 17,674.521 - - 17.674,521
20,349,684 67,259,730 - 88,109414
No fixed Uptol Morethanl
31 December 2015 ma turity year year Total
SR SR SR 5R
Insurance operations? liabilities
Gross oulslanding claims - 39652073 - 39,682,073
Payabiles, accruals and others - 12,871,984 - 12,871,984
Reinsurance balance payable - 29875305 - 29,875,305
Duc 1o related parties - 1,050,297 - 1,050,297
Due to shareholders operations - - - -
Employees' terminal benefits 1,037,486 - - 1,037,486
Taotal Insurance operations’ fiabilities 1,037,486 83,449,659 - 84,487,145
Sharcholders® liabilities
Zakat - 615,473 - 615,473
Payables, acciuals and others - 907.581 - 907,581
Due to insurance operations - 8010111 - 8.010,111
- 9,533,165 - 9,533,165
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No fixed iUpitol More than 1

31 Deceniber 2014 matierity year Jear Tota!

SR SR 5R SR
INSURANCE OPERATIONS' ASSETS
Cash and cash equivalents - 2238414 - 2238414
Prémivms receivable. net - 3.421,552 - 3.421.552
Reinsurers' share of outsianding claims - 499,799 - 499,799
Prepaid expenses and olher assets - 2.967.767 - 2,967,767
Dug [rom sharcholders operations - - -
TOTAL INSURANCE OPERATIONS'

- 27 -
ASSETS 9,127,532 2,127,532
SHAREHOLDERS® ASSETS
Cash and cash cguivalents - 11,157,980 - 11,157,980
Due [rom insurance operations - 5,028,658 - 5.028.658
Prepaid expenses and other assets - 113,623 - 113,623
Time deposils - 83,000,000 - 85,000,000
Available for sale investment 3,175,163 - - 3,175,163
Statutory deposit 17.500.000 - - 17,500,000
TOTAL SHAREHOLDERS™ ASSETS 20,675,163 101,300,261 - 121,975,424
No fixed Uptal More than 1

31 Decemiber 2014 makurity year year Tolal

SR SR SR SR
INSURANCE OPERATIONS' LIABILITIES
Gross outslanding claims - 787.530 - 787.530
Payables, aceruals and others - 4,362,884 - 4,362 884
Reinsurance balance payable - 2,927,713 - 2927713
Due o related partics - 1,822,887 - 1,822,887
Due to sharcholders operations - 5,028,658 - 5,028,658
Employees' terminal benefits 382,882 - 382,882
TOTAL INSURANCE OPERATIONS’
LIABILITIES 382,882 14939672 - 15,312,554
SHAREHOLDERS' LIABILITIES
Zakat - - -
Payables, acernals and others - 1,286,173 - 1.286,173
Dug o insurance operatians - - -
TOTAL SHAREHOLDERS® LIABILITIES - 1,286,173 - 1.286.173

Liquidity profile
MNene of the financial liabilities on the stalenient of Gnancial position are based on discounted cash Tlows and are all
contractually payable on the basis as:set oul above.
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23

8}

RISK MANAGEMENT (continued)

Credit risk

Credit risk is the risk that one party o a [inancial instrument will fail (o discharge an obligation and cause the other
parly 1o incur a financial loss. For all classes of financial instruments held by the Compuny, the maximum eredit
risk exposure to the Company is the carrying valuc as disclosed in the stalement of financiat position,

The fellowing policies aid procedures are in place to mitigate the Company s expasure 1o credit risk:

‘F'o minimize its exposure 1o significant losses from reinsurance insolvencies, the Company cvaluates the
financial condition ol its reinsurance counterpartics. Accordingly, as a pre-requisite, the parties with whom

reinsuraice is affected are required to have a minimom acceplable seeurily rating, level affirming their

Mirancial strength,

The Cempany only enters into Insurance and reinsurance contracts with recognized, ereditworthy third
parties. IL is the Cempany's policy that all cuslomers whe-wish to trade on credit terms arc subject Lo eredit
verificalion procedures. In addition, receivables from insurance and reinsurance conlracts are monitored on
an ongeing bagis in order to reduce the Company's exposure o bad debis.

The Company seeks to limit the credii risk with respect fo agents and brokers by selting credit limits for
individuat agents and brokers and monitoring outstanding receivabies.

Premiums rceeivable are mainly receivable from individuals and corporate customers (unrated). The
Company secks to limit the credit risk with respeel individuals and corporate customers by setting credit
limils and menitoring outstanding receivatles.

Cash and cash equivalenis are maintained with local banks. approved by management. Accordingly, as a
pre-reguisite, the banks with whom cash and cash equivalents are maintained are required 10 have a
minimum acceptable sceurity rating level affirming their financial strength.

The Company's investments mainly comprisc time deposits wilh locul commercial banks with investmen
grade credit rating. The Company does not have an internal grading mechanisin for investments. The
Company limits its credit risk on investments by setting out a maxinium- exposure limit for each hank
based on its credit rating.

Premiums receivable comprisc a large number of receivables from individual and corporate chients. The five largest
premium receivable accounts constitute 02% ol premiums receivable as at 31 December 20135,

The table below shows the maximum exposure to credit tisk for the components of the statement of financial

position:
31 December 2015
SR

hsuvance Shareholders’

operiations operations Total
C'ash and cash equivalenls 64,689,241 66,314,800 131,804,041
Premiums receivable, nel 35,661,423 - 35,661,423
Remsurers’ share of outstanding claims 19,923,644 - 19,923,644
Employee receivabies 1,282,601 - 1,282,601
Time deposits - - -
Available lor sale investment - 3,175,163 3,175,163
[etd to matority 16,000,000 10,000,000
Statutory deposit . 17.674,521 17,674,521

131,556,909 87,164,484 118,721,393
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23 RISK MANAGEMENT (continued)

31 December 2014

5R
Tnsuirance Shareholders*
operations operations Total
Cash and cash equivalents 2238414 11,157,980 13,396,394
Premiums receivable, net 3.421,552 - 3,421,352
Reinsurers” share of outstanding claims- 469,799 - 499.799
Employes receivables 1,202,398 - 1.202,398
Time deposits - 85,000,000 85,000,006
Available for sale investment - 3,175.163 3,175,163
Statutory-deposit - 17,500,000 17.500,0600
7.362,163 116.833.143 124195306

e Special commission rate risk

Special commission rate risk arises from the possibility that changes in commission rates will affect future
profitability or the fair values of financial instruments. ‘The Company has no significant gxposure to special
commission rale risk,

The sensitivity of the income is the effect of the assuméd chanpes in ihe special commission rates, with all other
variable held constant, on the Company’s income (or one year, based on the lloating rate linancial asseis held at 31
December 2015, As at year end, the Company had a single Qoating rate I'TM investment amounted 1o SR 10 M as
at 31 December 2015 (2014 SR Nil) and the impact of any commission rale changes on the nel income of this
investment is nol expecied 1o be significant.

N Currency risk

Currency risk is-the risk that the value of a financial instrument will fluctuate due 10 changes in foreign cxchange
rales.

Management believes that there is minimal risk of significant losses due to exchange rate fluctuation as the majority
cterency lransacliens are primarily in US dollars which are pepged to the Saudi Riyal, Foreign exchange gains and
losses are nol significant and have not been. disciosed separately.

) Market risk

Market risk is the risk that the fair value of future cash lows of a financial instrument wil (luctuate because of
changes in markel prices {other than those arising from interest rale risk or cusrency rigk), whether those changcs
are caused by [actors speeific (o the individual financial instrument or s issucr, or lactors alfecling all similar
fimancial instruments traded in the market.

The Company has investments in unquoted Noating rale “sukuks’ and investment in Najm for Insurance Services
Company thal bave been classified under “held to maturity” and *available for sale” respectively (sce note 12}, The
Company has no significant market risk with repards to its investmenls as 4l its investmenis are kepl al cost.
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23 RISK MANAGEMENT (continued)

i} Capital management

Objectives are set by the Company Lo mainiain healthy capital ratios in order 10 support ils business objectives and
maximise shareholders” value.

The Company manages ils capital to ensure that it is able to continue as going concern and comply with SAMA’g
capital requirements in the Kingdom of Saudi Arabia while maximising the return to stakcholders through the
equity balance. The capital structure of the Company consists of equity attributable (o equity holders comprising
paid shure capital and reserves.

The operaiions -of the Company are subject to local regulalery requirements within the jurisdiction where it is
incerporuated. Sech.regulations not only prescribe approval and monitoring of activitics but also impose certain
restriclive provisions c.g. capital adequacy to minimise the risk of defzull and insolvency on the part of the
insurance companies and to enable them to meet unforeseen liabilities as these arise.

The Company continuously reasscsses its capital needs 1o maintzin sufficient liquid resources and accordingly
comply with the preseribed requitements {or maintaining solvency margins (See nole 20).

) Regulatory framework risk

The aperations of the Company are subject 1o local regulatory requirements in the Kingdem of Saudi Arabia. Such
regulations not only prescribe approval and monitoring ol activilies but also impose certain restrictive provisions
e.a. capital adequacy to minimise Lhe risk of default and insolvency on the part of the insurance companies and to
enable (hem to meet unforescen liabilities as these arise.

B Eairvalnes of financial instrisnents

Financial instruments consist of {inancial assets and financial liabilities.

Financial assels ol the Company include cash and cash equivalents, staiutory deposi, recetvables, investment and
reinsurunee share of .oulstanding claims. Its financial liabilitics include gross outstanding claims. reinsurance
batances payable. acerucd expenses and other liabilities

Fair value is the price that wiuld be received (o sell an assel or paid to transter a liability in an orderly fransaction
between market participants at the measurement date. The fair vatue measurement is based on the presumption that

the irangaction Lo sell the assél or transfer the liability lakes place cither:

. in the principal market for the asset or liability. or _
. in the sbsence of a principal market, in.Lhe most advaniageous market for the assel or liabilily

The principal or the most advantageaus market musl be accessible {o by the Campany. The fair value ol an asset or
a liability is measured using the assumptions-that market participants would use when pricing the asset or Hability,

assuming that market parlicipants act in thelr cconomic best intevest,

The fair value of the Compuany’s lnancial assels and liabilitles are not materially differemt from their carrying
values,

24 BASIC AND PILUTED LOSS PER SHARE

Basic and diluted loss per share Tor the year/peried has been calculated by dividing the net loss before zakat for the
period by the ordinary, issued and cutstanding shares at the period cad of’ 17.5.million shares.

25 OPERATING LEASE

The minimum future lease payment for the use of the Company’s premises aggregates (0 SR 1.355 million related
to (he year ended 31 December 2016.
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26 SEGMENT INFORMATION

Consistent: with the Company’s internal reporling process, business segments have been approved by management
in respect of the Company's aclivities, assets and liabilitics as stated below. Scgment results do not include general
and administration expenses and other income.,

Segment assels do not include property and equipmenl, prepayments and other assets, premiums receivable,
reinsurances” balance receivables and cash and cash equivalenis. Accordingly they are included in unaliocated

assels,

Scement liabilitics do not include due to shareholders operations, employces’ terminal benefits, reinsurers™ balances
payabie, acerued expenses and other liabilitics.

All unallocated assels and liabilities are reported to chiel operating decision maker as unullocaled assets and
labilitics and arc monitored on a centralized hasis.

All ol he Company’s operating agsets and principal activities are located in the Kingdom of Saudi Arabia.
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26 SEGMENT INFORMATION (continued)

a) Statement of insurance operations
For the year ended 31 December 2015
Aecident and Pratection &
Lingility Motor Praperty Marine Engineering  Other General Healih Savings Toral
SR SK SR SR SR Si SR SR Ry
Grouss writien premiums 5,928,563 190,439 3,475,068 2082743 24,014 593 1,401,942 00,989,160 16,658,472 144.740,920
Reinsurance premiunts ceded {4.413,367) - (3.407.803) (1.851.661)  (23954,721) {485,133) {1.858,145) (11.684.553) (47,695,383}
Exgess of-loss preminims {110.642) {1,684} {7.239) {(7.414) - {249.850) - (3.654) (380.483)
Net written premiums 1,404,354 188,755 60,026 223.668 19.872 666,959 $2.13).955 4,970,265 4,665,054
Net changes in unearned premiums (389,831) {168,962 (36,913) {51.494) (14,128 (149.991)  (61,259.999) (878.973) (62950291
Netearned premivnts 1,014,723 19,793 23,113 172,174 5.744 516,968 27,870,956 4,091,292 33,714,763
Refnsurance commission income 637,360 - 744.686 217,527 437917 68,325 274.211 2,250,663 4,650,695
Othier enderwriting income - 1,178,982 - - - - - 754,181 1,933,163
Underwriting revenue 1,652,089 1,198,775 767,799 389,701 463.661 385,293 28,145,167 7096136 40,298,621
Gross claims paid (301,807) {530) {173.672) - - - (10,703.208)  (30.210,371)  {41,389428}
Reinsurars' share of claims paid 300,904 - 172,373 - - - 826,104 23,5(}5,807 29,865,188
Net elnims patd (903) (880) (699) - . n 9,877,194} (L644,564)  (11,524,240)
Changes in outstanding claims (787477} (173,114} {35,430 {131,220) {26.845) (446.882)  {13,876,199) {1.963,531)  {19.440.698}
Net ¢laims incarred (788.380) (173,594} (36,129) (131,2280) {26,845) {446,882y  (2%,753,393) (3,608,095)  (30,964,938)
Commissions ineurred {503,380) {1.623) (362,865} {179.589) {320,557 (120,914) (1,114,641} (681,090} (31,284,661}
Other direct underwriling expense (27.677) {131} (25,101} {5.985) {14,639} 660 (792,299) {78.006) (943,233
Doublful debt expense (288 8811 (1,292) (249 394) (3.991) (60,351} (129.883) {469,936} (28.372)  (1.232.300)
Underwriting expenses (1,608.318)  (177.042) (673,689) (320,785) (422,392) {697,019)  (28,130,269) (4.395.623) (36,415,137}
Underwriting result 53771 1,021,733 94,110 68.916 41,269 {111,726} 14,898 2.700,513 3,873,484
UnaHgeated expenses (33.304,973)
TUnallocated special commission
income 156,164

Net deficit for the perind from
insurance operations

(31,275,325}
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26 SEGMENT INFORMATION (continued)

ay Statement of insurance sperations

Gross written preminms
Reinsurance premiums ceded
Excess of loss premiunis
Netwritten premiums

KNet changes in unearned premiums
Net earned premiaras
Reinsurance commission income
Other underwriting intome:

Underwriting revenue

Gross claims paid

Reinsurers' sharg of claims paid
Net claims paid

Changes in outstunding claims
Net chaims imcurred
Commissions neurred

Other direct underwriting cxpensc
Doubtit! debt expense
Underwriting expenses

Underwriling result
Unallocated expenses

Net deficit for the period from
insurance operations

For the peyiod from 29 lugust 2013 1o 31 December 2014

Aceident and

Protection-&

Liubility Mozor Property Marme Engineermg ~ Other General Healtl Savings Toial
SR SR Sk SR SR SR SR SR
2,345,127 - 719,460 - 316,350 1,387.934 974,267 - 5,741,138
{2.128,098) - {716,084) - (313.977) {743,470} {15,869) - {3.917.49%}
(9,204} - {251) - - {57.481) - - (67,026}
203,735 - ' 3,125 - 2,373 586,983 238,398 - 1,156,614
{139,689} - {1.828} - {2,362} {414,538) {879,626} - {1,458 043}
46.046 - 1,297 - i 172,445 78,772 - 208.571
123,061 - 47,587 - 439 - 652 - 172,039
- - 500 - - - - - 500
169,107 - 49 684 - 430 172,443 79424 - 471,110
{43,580} - (1.218) - {N (181,067} (61,857) - {287,731)
{43,580} - {1,218) - [E]] (181,067) (61.857) - (287,731)
{73.841} - (28,0311 - (228%) (34,489} - - {136,389)
(11,716) - {3.357) - {1582} (6,940} (14.614) - {38,449
- - . ; - (90.827) - - (90.827)
(129,137} - {32,846} - (1,819) {313,323} (764713 - (553,396)
39.970 - 16,833 - {1,369} {140,378} 2,853 - {82,486)

{20,203,323)
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26 SEGMENT INFORMATION (cortinued)

b) Insurance gperations’ assets and liabilities {continued)
Decensber 31, 20135
Accident anit Other Protection &
Liability Motor FProperty Marine Engineering General Healtl Savings Unallacated Total
SR SR SR SR SR SR SR SR hYis SR
Insurance operations' assets
Cash and cash equivalents - - - - - - - - 64,689,241 64,689,241
Premiums receivable, net 1,511,438 83.666 749,874 359,682 14,498,208 887,931 17,020,050 318,324 - 35,661,423
Reinsurers' share of unearmned premiums 3.462,221 - 062,928 833.950 21,071,653 965,812 147,265 178,853 - 27.622,732-
Reinsurers’ share of mathematical reserves - - - - - - - 151,654,626 - 251,654,624
Reinsurers' share of outstanding claints 2,221,955 - 2,042,999 712,369 2,265,932 187,674 3n0 053 12,223,662 - 19,923,644
Deferred policy acquisition costs 402,930 13,983 [11,117 49,242 1,731,058 76,281 2,320,193 133,059 - 4,857,863
Prepaid expenses and other asscts 51,610 1.180.364 19,722 8,568 105,434 75,298 3,603,685 17,742 8,696,643 13,750,066
Due from shareholders operations - - - - - - - - 3,010,111 8,010,111
Property and equipment, nat - - - - - - - - 3,757,153 5,757,153
TOTAL INSURANCE OPERATIONS'
ASSETS 7,650,154 1,280,013 3,877,640 2,193,851 39,672,285 2,163,046 73,391,245 204,545,476 87,153,148 431,926,839
Insurance operations' liabilities
Gross uncarmed premiums 4,011,741 168,462 1,001,669 885,484 21,088,143 1,530,341 62,286,890 1057837 - 92,031,067
Gross outstanding claims 3,053,012 173,114 2.07%.046 843,589 2,292,785 TB5,623 16,238,108 14,186,196 - 32,652,073
Gross mathematical reserves - - - - - - - 251,654,626 - 251,654,626
Payables, accruals and others 173,382 7,010 156,312 37,432 1,132,584 616 3,584,400 (7,474} 7.697.800 12,871,984
Reinsurance balances pavable 2,996,789 4,856 2,151,342 1,547,513 14,485,485 582,136 (511,935) 3,138,119 - 29.875.305
Uneamed reinsurance commissiod income 624.212 - 244,227 98,175 2,455,028 251,112 36,828 44,439 - 3,754,621
Due o related parties - - - - - - - - 1,056.297 1,0_50,_297
Employees' termnal benefits - - - - - - - - 1,037,486 1,037,486
TOTAL INSURANCE QFERATIONS'
LIABILITIES 10,852,136 353,942 5.633,196 3412193 41,453,947 3.239,828 82,095,291 273,093,743 9,785,583 431,926,859
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26 SEGMENT INFORMATION (continued)

by Insurance operations' assets and linbilities {continued)
December 31, 2014
Aceident and Protection &
Liability Maror Property Marine Engineermg  Other General Health Savings Lnailocated Total
SR SR SR SR SR SR SR SR SR SR
Insurauce operations’ assets
Cash and cash equivalenis - - - - - . - B 2,238414 2238414
Prentiums receivable, net 1,343,890 - 174,915 - 281,350 $6:4,628 756,769 - - 3.421.552
Reinsurers’ share of unearned premiwms 1,650,841 - 329,758 - 312,466 743,469 14,365 - - 3.251.099
Reinsurers' share of outstanding claims 357.943 - 139,745 - 1,133 - 978 - - 499,799
Dreferred policy acquisition cosis 266,160 - 79,663 - 47.224 76,611 - - - 469,688
Prepaid expeitses and other assets 29,016 - 124 - - 94,341 - - 2 844286 2,967,167
Property and equipment, net - - - - - - - - 8,054,849 3,054,849
TOTAL INSURANCE QPERATIONS' . :
ASSETS 3,647 880 . 924,203 . 642,173 1.779.049 772,312 - 13,137,549 20,903,168
Insurance operations' liabilities
Gross uneamed premiums 1,310,330 - 531386 - 314,828 1,158,607 394,191 - - 4.709.142
Gross outstanding claims 401,523 - 140,963 - 1142 181,667 62,835 - - 187,330
Payables, accruals and olhers 206,801 - 25,960 - 42203 68,790 - - 4,019,190 4,362,884
Reinsurance bafances payahle 1,588,918 - 405,950 - 222,924 701,989 7,932 - - 2927713
Uneaned reinsurance commission income 454429 “ [35.841 - 90,615 195302 7.283 - - 881,472
Due to related parties. - - - - - - - - 1,822 387 1,822,887
Pue {rom shareholders eperations - - - - - - - - 5,028,658 5.028,658
Employees' terminal bencfits - - - - - - - - 382,882 382,882
TOTAL INSURANCE OPERATIONS’ .
LIABILITIES 4,462,201 - 1,240,240 - 671,712 2,303,153 972,243 - 11,253,617 20,903,168
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27 COMMITMENTS AND CONTINGENCIES

- At 31 December 2015, Letters of Guaranteg amounting to SR 3,538,097 were outstanding in favour of medical
providersand general insurance tenders (SR 550,000 as at 31 December 2014). These letlers of guarantee wore
issued against eash margin amounting to SR 3,538,097 and SR. 550,000 as at 31 December 2015 and
31 December 2014 respectively which is classified under prepaid expenses and other asséts in the stutement of’
financial position.

- The Company operates in the insurance industry and is subject to legal proceedings in the normal cowrse of
business relaling o policyliolders’ insurance claims. While it is not practicable lo forecast or determine the
final results of sil pending or threalened legal proceedings. management does not believe that such proceedings
{including litigation) will‘have a material ¢fféel on its. performance and financial position,

28 SIGNIFICANT ACCOUNTING POLICIES AND AMENDMENTS TO STANDARDS

The accounting policies used in the preparation of these snnual financial stalements are consistent with those used
in the preparation of the Company’s anoual linancial statements for the peried from 29 August 2013 to 31
December 2014, excepl for the adoplion of new standards and amendments (o existing, standards eflective lor the
annual period bepinning 01 January 2015, '

New and amended standards issued and adopted

Amendments to 1AS 19 applicable for annuat periods beginning on or afier Q1 July 2014 are applicable to defined
henefit plans involving contribution from employees and / or third parties, This provides relicf, based on meeling
certain criteria’s, from the requirements proposed it the amendments of 2011 for attributing employee / third party
contributions to perieds ol service under the pian benclil formula er on a straight line basis. The current amendment
gives an option, if conditions satisfy, 1o reduce service cost in period in which the related service is rendered.

Ammual improvements to RS 2010-2612 and 2011-2013 cycle applicable for annnal periods beginning on or afier
I July 2814, A summary of the amendments Is contained as under:

+ IFRS 7 amended o clarify the definition of “vesting condition’ by scparately defining ‘performance
condition’ and ‘service condition”.

e IFRS 3 — “business combinations™ amended to clarify the classification and measurement of contingent
consideration in a business combination. It has been further amended lo clarify that ihe standard does not
apply te the accounting for the formation of all types of joint arrangements in IFRS 1t,

¢ IFRS 8 — “operating segments”™ has been amended to explicitly require disclosure of judgments made by
management in applying aggregation criteria.

¢ IFRS 13 has been amended to clarify measurement of interest fice shorl term receivables and pavables a1
their invoiced amount without discounting, il the effect of dJiscounting is immalerial. IL has been further
amended Lo clarify that the portfolio exception potentially applies to contracts in the scope of 1AS 39 and
IFRS 9 regardless of whether they meet the delinition of'a financial assel or financial liability tmder TAS
32

e IAS 16 —"Properly plant and cquipment” and 1IAS 3§ — “intangiblc asséts™: — (he amendments clarify he
requirements of revaluation model recognizing thal the restalement of accumulated depreciation
{(amortisation} is not always proportionate to the change in the gross carrying amount of the asset,

= IAS 24 —“relaled party disclosures”™— (he delinition ol a related party is extended 1o include o managcment
entity that provides key management personnel services 1o the reporting entity, either directly or indirectly.

» 1AS 40 — “investment property” clarifics that an entity should assess whether an acquired property is an
investment property under 1AS 40 and perform a separate assessment under IFRS 3 to delermine whether
ihe acquisition constilules a business combination.
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28 SIGNIFICANT ACCOUNTING POLICIES AND AMENDMENTS TO STANDARDS (Continued)

Standards issued but not yet effective

In addition to the above mentioned standards, the following standards and interpretations that are issued, but not yet
effective, up to the date of issuance of the Company’s financial statements are disclosed below. The Company
intends to adopt these standards, if applicable, when they become effective. Further, the Company has chosen not to
carly adopt the amendments and revisions to the International Financial Reporting Standards which have been
published and are mandatory for compliance for the Company with effect from future dates.

IFRS 9 Financial [nstruments

IFRS 9, as issued, reflects the first phase of the IASB’s work though the adoption date is subject to the recently
issued Exposure Draft on the replacement of 1AS 39 and applies to classification and measurement of financial
assets and liabilities as defined in IAS 39. The standard was initially effective for annual periods beginning on or
after 1 January 2013, but Amendments to IFRS 9 Mandatory Effective Date of IFRS 9 and Transition Disclosures,
issued in December 2011, moved the mandatory effective date to 1 January 20135.

However, on 19 November 2013, the IASB issued IFRS 9 Financial Instruments (Hedge Accounting and
amendments to IFRS 9) amending IFRS 9 to include the new general hedge accounting model. In its February 2014
meeting, the IASB decided that IFRS 9 would be mandatorily effective for years ending on or after 31 December
2018.

29 APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements have been approved by the Board of Directors on 16 February 2016 corresponding to (07
Jumada al-awwal 1437).
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Chief Executive Officer
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