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INDEPENDENT AUDITORS' REVIEW REPORT
OM THE INTERIM CONDENSED FINANCIAL STATEMENTS

THE SHAREHOLDERS

ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUDI JOINT STOCK COMPANY)
KINGDOM OF SAUDIA ARABIA

Scope of Review

We have reviewed the accompanying interim slatement of financial posilion of Allazira Takahdl Taavain
Company — a Saudi Jomt Stock Company (the "Company”) as at 30 June 2014, and refated interim statements
ol Insurance Operations and accumulated surplus, Shareholders’ Operations and comprehensive income for the
three-monih peried ended 30 June 2014 and for the period rom 3 July 2013 to 30 June 2014 and the related
interim stalements of changes in Shareholders’ equity, Insurance Operations’ cash flows and Shareholders’ cash
Nows for the period from 3 July 2013 to 30 June 2014 and the related notes from 1 to 14 which form an integral
parl of these interim condensed financial slatemanls These interim condensed financial statements are lhe
responsibilily of the Company's management and have been prepared by lhem in accordance with the
International Accounting Standard 34 — Interim Financial Reporting ("AS 347) and submitted o us logether with
all the information and explanations which we required

We conducted our review in accordance with the Standard on Review of Interim Financial Reporling issued by
the Saudi Organization for Certified Public Accountants ("SOCPAT). A review consists principally of applying
analylical procedures lo financial data and information and making inquiries of person respansible for inancial
and accounting matters. (L is substantially less in scope than an audit conducted in accordance with the Generally
Accepted Audiling Standards in the Kingdom of Saudi Arabia, the ohjective of which is the expression of an
opinian on the linancial statements faken as a whole Accordingly, we do nol express such an apinian

Conclusion

Based an our review, we are not aware of any malerial modifications thal should be made lo the accompanying
intenm condensed financial statements for them to be in conformity with I1AS 34

Emphasis of Matters

We draw attention 1o the fact that these interim condensed linancial stalemenls are prepared in accordance wilh
IAS 44 and not in accordance with Standard on Interim Financial Reporting issued by SOCPA.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF FINANCIAL POSITION (UNAUDITED)
AS AT 30 JUNE 2014

Notes Shoon
INSURANCE OPERATIONS' ASSETS
Cash and cash equivalents 3 2,760
Available-for-sale investments held lo cover unit-linked liabilities 4 3,016
Conlributions receivable 489
Reinsurance share of uneamed conlibutions 13
Dhue from o related parly 10{Ls) i1
Other recaivables 84
Tolal lnsurance Operations' Assets 7,062
SHAREHOLDERS ASSETS
Cash and cash equivalents 3 193,805
FVIS investmeanis 5 122,914
Acerued profil 3
[ue from Insurance Qperations 1,504
Statutory deposit G 35,000
Total Shareholders’ Assets 353,228
TOTAL ASSETS 360,290

o //_/'/.-' | :
(./ ~ T
"'\--.__-_’_.." : —-; -r— . r 3
s il F——
Chairman - Chief Exdcutive Officer’
.-ﬁx-' !Jﬁ-f:;-

X _~

Senior Finance Manager

The accompanying notes 1 ta 14 farm an integral parl of these interim condensed linancial slalemants.
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ALJAZIRA TAKAFUL TAAWUN] COMPANY

(A SAUDLJOINT STOCK COMPANY)

INTERIV STATEMENT OF FINANCIAL POSITION (UNAUDITED) continued
AS AT 30 JUNE 2014

Motes SR 000
INSURANCE OPERATIONS' LIABILITIES AND SURPLUS
Insurance Operafions' Liabilities
Reserve for Insurance aclivities T 3,932
Unearned conlribulions ag
Incurred bul nol reported claim (IBNR & IBNER) — nat 2
Advance conbribulions 117
Contribulions deposit 381
Reinsurance balances payable 42
Acorued expenses and olher liabilities o772
Due lo Sharehotders’ Oparalions 1,504
Total Insurance Operations' Liabilitias T 889
Insurance Oparations® Surplus
Surplus from Insurance Operations 73
Total msurance Operations' Liablllties and Surplus 7,062
SHAREHOLDERS' LIABILITIES AND EQUITY
Shareholdars’ Liabilities
fAccrued expenses and other liabflities 1,436

Accrued Zakal & incorme tax 11 3,027

Total Shareholders' Liabilitias 4,163
Shareholders' Equity

Share capilal 8 350,000
Accumulated insses _(935)
Total Shareholders' Equity 349,065
Total Shareholdars' Liabilities and Equily _M
TOTAL INSURANCE OPERATIONS' LIABILITIES, SURPLUS, —— —

SHAREHOLDERS' LIABILITIES AND EQUITY 360,290

.-F"'-- o
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Gﬁl_a}r}ﬁﬁ ¥ - Chiel ’ xeculive Offiter
P o IE,'F- bt
A W :

Senior Finance Managar

The accompanying notes 1 to 14 form an integral part of these interin condensed financial statemants.
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ALJAZIRA TAKAFUL TAAWUNT COMPANY
(A SAUDIJOINT STOCK COMPANY)

INTERIM STATEMENT OF INSURANCE OPERATIONS AND ACCUMULATED SURPLUS (UNAUDITED)

For tho
For the perfod
three-monih from 3
perfod  Jualy 20113
endead o
30 June 30 June
Motes 2014 2014
SR 000 SR 000
INSURAMCE REVENUE
Gross wrilten contributions 3,860 4,920
Investible contributions, nel (2,200) {2,999)
Met Insurance confributions 1,860 1,921
Coniributions ceded (31) (42)
Met writkan contributions 1,629 1,879
Lineamied conlribulions — nel = = 4  (26)
Net Insurance revenue 1,633 1,853
Reserve for Insurance Activilies (762) (903)
Incumed bul nol reported claim (IBNR & IBMER) — nel - ]
Policy acquisition cosl (2035) {267)
Suparvision and inspeclion lee (200 {(25)
Underwriting surplus for the pariod G46 G56
General and adminislralive expenses {1,200) (2, 190)
Portiolio managemeant lae 10 1,128 2,262
Surplus for the perlod from Insurance Operallons 574 728
Shareholders’ share ol aurplus from Insuranca 2 ()
Operalions ) {516) (655)
Surplus for the period and accumulated surplus 50 73
-‘-_____-"""- P ) -
P v —
/’f . ~ A
& ) e
4/ _.f/ / ) -"rh j
7 o /x; S

Chial Execulive Officer |

Chairman_~ ;*"

K\__-

‘Senjor Finance Man_ager

The accompanying noles 1 lo 14 form an integral parl of these inlerim condenzed financial stalemants.
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ALJAZIRA TAKAFUL TAAWUNI GOMPANY
(ASAUDIJOINT STOCKCOMPANY}
INTERIM STATEMENT OF SHAREHOLDERS’ OPERATIONS (UNAUDITED)

For the
Forithe  period from
thres-maonth 3 July 2013

period ended fo
a0 June 30 June
MNotes 2014 2014
SR 000 SR '000
REVENUE
Sharehnlders share ol surplus lram Insurance 2 (a) 516 656
Operations
Profit on idurahaba deposils 10 825 4,200
Realised gain on investments 102 a02
Unrealised gain on FVIS invesiments 5 5948 598
Pre-incorporation income, net 9 = 1,597
Total income 2,041 7,852
Genaral and administralive expanses ) (410) _ (1,295)
MET INCOME FOR THE PERIOD 1631 6,557
VWeilghled avoerage number of ordinary shares 12
- 35000 __35,000

oulstanding (in thousands)

Eamings per share for the period (5R) 12 0.047 0.187

-3
. {;\_,
3 Chief Exeljulive Utrice]r .
LB
. ) \
» efl'{

¥

Senior Finance Manager

The: accompanying noles 1 to 14 form an integral par of thess intetimm condensad financial stalements.
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ALJAZIRA TAKAFUL TAAWURNI COMPANY
(A SAUD] JOINT STOCK COmMPANY) o
INTERIM STATEMENT OF COMPREHENSIVE INCOME (UNAUDITED)

Fai the For the
fhree-month  perjod from
period 3 July 2013

endoed {e]
30 June Al Jine
2044 2014
SR 000 SR 000
NET INCOME FOR THE PERIOD 1,631 6,557
Zakal and income lax for the period (note 11) (27) (3.027)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD ' _ _1,654 3,530
e = __..-"".f-
’//' -~ ,;;'.,/ 3 ——4
” ’ o J }
_, o S f -
pd P
/ ) f,a/’ e {.,\
Chainé 7 = - i Chief Exefiilive Officer
S
ik

W~

Senior Finance Mana gar

The accampanying notes 1 to 14 form an Inlegral part of these intarim condensed inancial statements.
6




ALJAZIRA TAKAFUL TAAWUNI COMPANY

(A SAUDI JOINT STOCK COMPANY) B B

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS* FQUITY (UNAUDITED)
FOR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2014

Share  Accumulatod

capiial losses Total
5R '0op SR 000 SR 000
Issuance f share capital (note #) 350,000 Z 350,000
Transaclion cosls relating to issuyance of share capital
{nate 8) - {1,465) {4, 465)
Mal income for the perjorl - 6,557 6,557
Zakal and income tax for the period (note 11) - (3027)  (3.027)
Balance as at 30 June 2014 350,000 v {Qaﬂ 349,065
L > j >
A =P
G 4|
. 2 1 5
Chairmian. Chiel Exectilive Officer

ak
..'_IJ #
e

w7

Senior Finance Manager

The accompanying notes 1 to 14 form an mlegral par of these interim condensed fnancial staleaments.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
[A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF INSURANCE OPERATIONS' CASH FLOWS (UNAUDITED)

FOR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2044

OPERATING ACTIVITIES

Suplus for the pariod

Haljustments for the pariod:

Reinsurance share of unearned contribulions
Uneamed contributions

Change in operaling assels and Kahililies:
Available-for-sale invesimenls held o cover unit-linkead liabilities
Conlributions receivable

Due from a related parly

Othar receivables

Resarve for Insurance aclivilies

lncurred bul nol reported claim (IBNR & IBNER) - nel
Advance contribulions

Contribulions daposil

Reinsurance balances payable

Acoried expenses and other liabililies

Nel cash flows from operating activities

FINANCING ACTIVITY
D to Shareholders' Operations

Cash and cash equivalents at end of the period

5
f_j-fﬁ.il'r'ﬂ/éj}l: _/ﬂ'-"?‘ € gl
(7 St

¥\ .~

Senlor Finance Manager

Hoie

SR 000
7

(13)
39

a9

{5,016)
(481)
(r08)

{84)
3,932
?
117
381
42
972
1,256

1,504

2,760

Chief Execlilive Officer

Fhe accompanying notes 1 ko 14 form an integral pad of these intenm condensed hnancial staternenis.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUD] JOINT STOCK COMPANY)

INTERIM STATEMENT OF SHAREHOLDERS' CASH FLOWS (UNAUDITED) '

For the perod fram 3 July 2013 to 30 JUNE 2044

OPERATING ACTIVITIES

Mel income for the pariod before Zakat
Adjusiments lor the pariod:

Realizsed gain on investmenls
Unrealised gain an FVIS investmenis

Change in operaling asseis and labililies
Stalutory depaosil

Accried profil

Due from Insurance Operations

Accrued expenses and athar labililias

Met cash Hows used In operating activities

INVESTING ACTIVITIES

Purchass of FVIS investments

Procaeds from dispasal of invesimenis

Net cash flows used in investing activities

FINANCING ACTIVITIES

Issue of share capilal

Transaction costs relaling lo issue of sharc capital
Met cash flows from financing activities

Cash and cash equivalents at the end of the period

P e
i {‘rlk -

Senior Finance Manager

Noie SR 000

6155?

(802)
(5a8)
5,167

6 (35,000)
(3)

(1,504)

1,136
(30,214)

(302,962)
181,446
(121,516)

g 350,000

~(4465)
345,535

193,805

5]

|

= :.

Y

|

Chial Fxecilive Officer

The accompanying notes 1 1o 14 form an inlegral part of these inledm condensed financial statements.
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ALJAZIRA TAKAFUL TAAWUN! COMPANY

(A SAUDI JOINT S5TQCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANGIAL STATEMENTS
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014
ANL FOR THE PERIOD FROM 3 JULY 20143 TO 3¢ JUNE 2044

1.

ORGANIZATION AND PRINCIPAL ACTIVITIES

Aldazira Takaful Taawuni Company {the “Company"), is a Saudi Joint Stock Company
incorporated in the Kingdomn of Saudi Arabia pursuant to the Council of Ministers’ Na, 137
dated 27 Rabi' Al-Thani 1431H {corresponding 1o 12 April 2040} and Royal Decres Na, Mf23
datad 28 Rabi' Al-Thani 1431H corresponding to 13 April 2010, The Company abtained ils
Commercial Registration 4030251980 on 2 Ramadan 1434H corresponding to 10 July 2013
and Ministry of Commerce and induslry's Resolulion dated 24 Sha'baan 1434H
correspanding lo 3 July 2013, The registered office addrass of the Campany is:

Al Musadia Plaza (3), Al Madinah Road,
.0 Box 6277, Jeddah 21442,
Kingdom of Saudi Arabia,

The objectives of the Company are o engage in providing insurance products including
prodection and savirg insurance products and refated services in accordance with its Articles
of Assacialion and applicabla requdations in e Kingdom of Saudi Arabia. DBuring lhe period,
the Company has received licence number TMMN/34/201312 dated 15 3Safar 14354
{corresponding lo 18 December 2013} from Saudi Arabian Monetary Agency {SAMA) lo
conduct instrance business.

The inswwance porifolio and refated assets and Eahbilities will be acquired from a founding
sharaholder by the Company on complelion of valuation and approval by SAMA, Furthermare
in accordance with the Transitional Agresment {the "Agreement”) between the Campany and
a founding shareholder, a# ihe general and adminisirative cost up lo transler of insurance
porifalio wili be shared by the Company and lhe founding sharehalder in the ratio of 17% and
83% respeactivaly, Currently, the Company is using furmnilire and fixture of a founding
sharehoider. Moreover in accordance with the Agreement, the Company will manage the
insurance porfolio of the founding shareholder it consideralion of recelving a management
fee al tho rate of 20% of tolal revenue of founding sharcholder's parifolio.

As per the Company's by-laws and Article of Association, the Company's first fiscal year shall
commence cit 1he issuance dale of Ministerial Resolution annguncing the incorporation of the
Company which was 24 Sha'baan 1434H corrasponding to 3 July 2013 and will be ending on
31 December of lhe following year, being 31 Becember 2014,

BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a) Basis of preparation

These inlerim condensed financial staterments have been prepared in accordance with
Internationat Accounting Standard 34 Inderim Financial Repoding ('lAS 34" The
accounting policies adopted by ke Company for the preparalion of thaso interim
condensed financial slalemenls are in accordance with International Financial Reporting
Slandards {"IFRS").

In the opinion of tite managemanl, the inlerim condensed financial stalements reflect all
adjustmenls {which include normal recurring adjustments) necessary o prasent faily the
resulis of operatians for the inlerim pariod presented.

These unaudited interim condensed financial statements, cover the three-manth period
ended 30 June 2014 and for the period from 3 July 2013 to 30 June 2014, As lhese
interim condensed financial stalements are fivst financial slatements of the Company, no
camparative information s presented.
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ALJAZIRA TAKAFUL TAAWUNE COMPANY

{A SAUDI JOINT STCCK COMPANY)

NOTES 1O THE UNAUDITED INTER#M CONDENSED FINANCIAL STATEMENTS {continued}
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2044
AND FOR THE PERIOD FROM 3 JULY 2043 TO 36 JUNE 2014

2, BASIS OF PREPARATION AND SUMMARY CF SIGMNIFICANT ACCOUNTING POLICIES -
(continued)

{a} Basis of preparation - {continsed)

{b}

{c)

As required by the Saudi Arabian surance Regulations, lhe Company maintaing
separale accounis for Insurance Operations and Shareholders’ Operations. Assets,
kabifities, income and expenses clearly attributable lo either activily are recarded in the
respeclive accounls. The basis of allocation of expenses of joint operations is determinad
by the management and approved by the Board of Directors.

As per the by-laws of the Company and Saudi Arabian Insurance Regulations, strplus
arising rom lhe inswrance Operalions s distributed as follows:

Transler o Sharsholders’ Operalions 80%
Transter o Instrance Operalions . H)%
100%:

lf the Insurance Operations resulls i a deficil, the enlire deficit is borme by he
Shareholders Operations,

The Company's interim resulls may not be indicalive of its annuaf results, The Company
praesents s inlerim statement of financial position broadly in order of Equididy.

The mlerim condensed financial statemenls are expressed in Saudi Riyals, being the
functional cirrency of the Company and have been rounded off ta the nearest lhousand,
unless otherwise specified.

tse of estimates and judgements

The preparation of financial statements in conformity with IFRS reguires lhe use of
estimales and assumptions thal affec! the reported amounts of assets and liabilkties and
disclosure of contingenl assets and kabiitiss, if any, al the date of the interim financial
slatemenls and the reported amounts of revenues and expenses during lhe reporting
period, Aflhough these ostimates and jutdgments are basad on management's best
knowledge of current evenls and actions, actual results uitimately may differ ram those
eslimates.

New IFRS, IFRIC and amendmentis thereof, issued but not yet effective

Standards issued but not yel effeclive up lo the date of issuance of lthe Company’s
financial stalements are listed befow. The lisling of standards and interpretations issued,
which (he Company reasaonably expects to be applicable al a futura date. The Company
inlends to adopt these standards when Lhey becaine stfective.

Standardf
interprefation Description Effective date
IFRS 8 Financial Instruments -~ Classification & Measurement 1 January 2018
IFRS 11 Amendmants to {FRS 11 Accounding lor Acguisitions of

inlerests in Join! Operations 1 January 20116
IFRS 14 Hegulatory Beforral Accounts 1 Jaruary 2016
IFRS 14 Revenue from Contracts with Cusiormars t January 2047
IAS 16 and Amendments to AS 16 and {AS 38 Clarification of
IAS 38 Acceptablie Methods of Depreciation snd Amortisation 1 January 2016
A 19 Defined Benafit Plans — Employaeae Conlribllions 1 Juby 2014
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ALJAZIRA TAKAFUL TAAWUNI COMPANY

{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued)
FOR THE THREE-MONTH PERICD ENDED 3¢ JUNE 2014

AND FCR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2014

2

RASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
{confinued)

{d) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significanl accounting policies adaopted in preparation of these inlerim condensed
financial statements as a result of commenceinent of the Company are set out helow:

Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances and Murabaha deposits thal

have onginal malirdy period not exceeding three months.

Contributions receivable
Comntribulions receivabie are staled al gross considerations from Insurance contract less an

allowance lor any uncollectible amounts (mpairment). An allowance for impairment is made
when collection of due amounl is no longer probable. Bad debls are written off as incurred.

Availabla-for-sale investments hald to cover unit-linked liakililies

The classificalion depends on the pupose for which the investiments were acquired or
oiiginated, The Company's investments are classified as available-for-gale investimenls.

Avaitable-far-sale financial assels are non-derivative financial assels lhal are designated as
available-for-sate, These investments are inilially recorded al fair value. After imitizl
measuremenl available-for-sale iweslments are measured at fair value.

Financial assets held o cover unit-linked lahilities represent assets associated with certain
contracts, for which the investmenl risk fies predominanlly wilh the contract holder. These
represeit fvestments in units of mutual funds, which are readily marketable. Fair valie gains
and losses are teported as a separate component and cluded under the rosorve for

Insurance aclivilies.

FVIS Investiments

Inveslients are classified as Fair Vatue through Slatement of Income (FVIS), if lhe [air value
of lha investmen! can be reliably measured and the classification as FVIS is as per the
documeitted stralegy of Ihe Company. lovestrient classilied as FVIS are inilialiy recognised at
cost, being fair value of consideration given. Subsequenlly, such inveslinents are re-
measured al fair value, wilh all changes in fair value being recorded in the statemenl of

sharghalders’ operalions.

Fair values of investmenls are based on quated prices for {he marketable securities,

Reserve for Insurance activities

The provision for iweslment conlract liabiliies is calculated on the basis of an acluarial
valualion method by idependent appoinled acluary lrough the use of the curvent undt fund
pice.

The actuarial valuation inchkidas & provision for paticipation which is the amount the Company
expects to pay invesiment contract holders.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY

(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued)
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014
AND FOR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2614

2,

BASIS OF PREPARATION AND SUMMARY OF SIGHNIFICANT ACCOUNTING POLICIES —
{continued)

(d) SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIES {continued)

Liability adequacy test

Al each statement of financial position date, liabilily adeqguacy tesls are performed to ensure
the adequacy of the insurance conlracls liabilities. In perfoiming these tesls, management
uses cuirent best estimates of lulwre conlractual cash flows and claims handling and
adminislralion expenses. Any deficlency in the carrying amounts is immediately charged o
the statement of insurance operations and accumulaled swrphs by eslablishing a provision for
insses arising from Eability adeguacy tests {the un-expired risk provision).

Where the liabilly adequacy lest requires the adoption of new besl eslimale assunplions,
such assumplions (without margine lor adverse deviation) are used for !he subsequent
measurement of ihese liabilities.

Reinsurance
The Company cedses its Insurance iisk in 1he noimal cowrse of business for all of its

segmanls. Reinsurance contracls are confracts enlered inlo by the Company under which the
Comparny is compensaled for losses on insurance canlracts issued. The Company only deals
witlt reinsurers approved by the management, which are rated al leas! BBB or above by
internalional rating agendcies. Reinsurance arrangements do not relieve the Company from its

obligalions to policyholders,

Tha banefils o which the Company is entilled undor ils Reinsurance contracts held are
recognised as Reinsurance assels. Those assets consist of the Reinsurance share of
setllement of claims and other receivables such as profit commissions and the Reinsurance
share of oulstanding claims thal are dependent on the expecled diaims and hensfits arfsing
under lhe relzled Reinsurance contracls, Reinsurance liabilities represent balances due Lo

Reinsurance compaiies.

Amounts recoverable from or due to Reinsurance companies are recogised consislently with
the amaounts associaled with the underlying Inswrance contracts and in accordanse with the
ternts of each Reinsurance contract.

Accounts payable and accruals
Liabilities are rocognised lor amounts 1o be paid in the fultre for goods or services received,

whethear biffed by the suppher or not.

Contribution deposi
Contribution deposil is laken rom potential policy holders in respact of initial contribution. On

completion of mandalory documentation and madical exanination of potential policy holder,
lhis deposit ransfers to gross writlen conlbribulion.

Provisions

Provisions are recognised when the Campany has an obligation {lagal or construclive) as a
resull of a past evenl and il is probable that an outflow of resources will be required to seltle
the abligation and a refiable eslimale can be made of the amount of the obligation.

Zakat and income tax

Zakat and income {ax are provided for in accordance with e Saudi Arabian fiscal regutations.
Zakat is debited 1o the Saudi founding shareholders and general public equity accounts whils
ncome i{ax is debited to non-Saudi founding sharsholders’ equity accounts. Addilional
amaounts, if any, that may become due on finalisation of an assessmant are recorded in the
yaar in which the assessment is finalised.

As all Zakal and income tax charges will be recovorad from the shareholders, no adjustments
are made in the financiat statements lo account for the effects of deferred come laxes.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued]
FOR THE YHREE-MONTH PERICD ENDED 30 JUNE 2014

AND FOR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2014

2.

BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —
{contnued)

(d) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Revenue recognition

Contribulions are taken into statement of insurance Operalions and acoumulated surplus over
the terms of lhe policies to which they refate an a pro-rata basis. Unearned contributions
teprasenl the portion of conlributions writlen rafating to the unexpired period of coverage al
the reporting date. The change in lhe provision for unearnad comntribulions is 1aken to the
statemenl of insurance operations and accumulaled sorplus i arder that revenue s
recognised aver the period of risk,

Rebate pedaining to uni-linked investments are calculated in accordance with lhe terms of
agreemend wilh Fund Manager and is accousted for on accrual basis.

Gain or loss on sale of investment is recognised as income o loss in he stalemenl of
sharehofders’ operalions,

Faortfolia managemenl fes is caletlated in accordance with he lerms of agreement with the
founding shareholder and is accounted for on acorual basis.

Pre-incorporaticn expenses
Pre-incarporation expenses lhat aro nol of economic baneldt heyond the currenl pariod aie

charged lo lhe Slatement of Shareholders’ Operations,

Transaction cost
Transaction cosls o raise share capital are incremental costs thal are directly attribulable to

the issue of share capital are accounted for as a deduction Irom equily.

impalrment of financial assets

The Company assesses al each rapariing dale, whether there is any objective evidence thata

financial asset or a group of financial assels is impaired, A financial asset or a group of

financial assels is deemed to be impaired if, and ondy if, there is objeclive evidence of

impakment as a result of one o more events that have ocolrred afler the initial recognilion of

the asset {an incwrred loss ovant) and thal loss evenl {or events) has an impact on lhe

estimated future cash fiows of the financial asset ar the group of financial assels that can be

refably estimated. If such evidence exists, impairmen loss is recognisod in the slalemant of

sharehaolders’ operations,

Evidence of impairment may include indications thal the deblors or a group of debtors is

expariencing a significan! financial difficully, defaull or delinquency in repayments, the

probabilily thal they will enter bankruplcy or other financial iecrganisation and observable

dala indicating thal there is a measurable decrease in the eslimated future cash lows, such

as changos in arrears of economic conditions that corrglate with defaulls. hmpairment is

determined as lollows;

fa} for assets carried at cost, impainmenl is lhe difference between carrying value and
the present value of Iulure cash flows discounted at the current market rate of
return for a simifar financial asset; and
(b for assels carded at amorliscd cost, Impainment is he difference belween Lhe

carnying amounl and the present valve of futwre cash flows discounted at the

original effective conwmisston ratke,
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUDI JOINT STOCK COMPANY)
NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (continued)
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014

AND FOR ¥HE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2014

2, BASIS OF PREPARATION AND SUMMARY OF SIGRIFICANT AGCOUNTING POLICIES -~
{continuetd)

{d} SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {contintied)

impairment of nan-financial assets

The Company assesses at each repoding date whethsey there is an indication Ihal an asset
may be impaired. § any indication exists, or when annal impairnenl tesling for an asset is
reqguired, the Company estimales the asset's recoverable amount. An asset's recoverable
amount is lhe higher of an asset's, or cash-generating unit's {CGU), fair value less costs o
sell and ils value in use and is determined for an idividual asset, unless the assei does not
generate cash inflows thai are largely indepandent of those from other assetls or groups of
assets. When the carrying amount of an assel or CGU excesds ils recoverable amounl, the
asset is considered impaired and is writlen down fo its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted lo their present value using a
pre-tax discount rate that reflects current market assessiments of the thne value of maney and
the risks specilic lo the asset. In delenmining fair value less costs to sell, recenl market
fransactions are laken inlo account, if available. If no such lransactions can be identified, an
appropriate valuation model is used. These calculations are corroborated by valualion
muitiles, guoted share prices for pubficly lraded subsidiaries or other available fair value

indicalors.

The Company bases ils impairment caloculation on delailed budgels and forecasl cakculations,
which are prepared separately for each of the Company's CGUs to which the individual assets
are allgcated. These budgels and forecast calculalions generally cover a period of three 1o
five years. For longer periods, a long-term growth rate is calculated and applied to project
futare cash flows after the fifth vear.

Impainment losses of continuing operations are recognised in the statement of shareholders’
operations in expense categories consistent wilh the lunclion of the impaired asset, excapt for
# property previously revalued and where lhe revaluation was taken to olher comprehansive
neame. In this case, tha mpairment is also recognised it other comprehensive income up to
the amount of any previous revaluation.

An assessmaont is made at each reporting date whether thore is any indication thal previcusly
recognised impairment losses may no longer exisl or may have decreased. If such indication
axists, the Company estimales the asset's recoverable amount. A previously recognised
impairmenl loss is reversed only if there has heen a change in the assumptions used to
determine the assel's recoverable amount since the last impairment joss was recognised. The
revearsal is imiled so hat the carying amount of the assel does not excesd ils recoverable
amount, nor excead the carrying amounl hat would have been determined, net of
daprecialion, had no impairment loss been rocoghised for the assel i prior years. Such
reversal is recogiised i the Slatemenl of Sharsholders' Operations unless the asset is
carried al a revalued amounl, in which case the reversal is treated as a revaluation increase.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY

{A SAUD! JOINT STOGK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS [continued)
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014
AND FOR THE PERIOD FROM 3 JULY 2013 TO 3¢ JUNE 2014

2.

BASIS OF PREPARATION ANMD SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -
{continued)

{d} SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

Ce-recognition

A inancial asset (or, wiere applicable, a part of a financial asset or part of a group of similar
financial assets} is derecognised whan:

e The righis to receive cash Thows from the asscl have expired;

« The Company has lransferred its iights to receive cash flows from the assel or has
assumed an obligation to pay lhe received cash flows in full withoul material datay to
a third party under a ‘pass-lhrough’ arangement; and eithar (a) the Company has
transferred subslantiafly ail the risks and rewards of the assal, or {b} the Company
has neither transterred nor retained substanlisly all the risks and rewards of Lhe
asset, bt has ransferrad controd of Lhe asset,

When the Company has transferied its rights to receive cash flows fiom an assel or has
enleied into a “pass-thiough” arrangement, it evaluates if and to whai extenl it has retained
the risks and rewards of ownership. When il has neither transferred nor retained substantially
all of the risks and rewards of the assst, nar translerred control of Ihe asset, the asset is
recognised to the exlent of the Company's conlinuing involvement in the asset. it that case,
lhe Company also recagnises an associated liabilly. The wansferred asset and the associated
fiabilily are measured on a basis that reflects the tights and obligalions thal the Company has
retained. Conlinuing involvemeant thal lakes the form of a guaranles over lhe fansferrad
assel s measured al the lower of the oilginal carrving amount of the asset and the maximum
amaunt of cansideration that the Company could be required 1o repay.

A financial Rabilily is derscognised when lhe obligation under the Hability is discharged or
cancelled or expires,

Offsetting

Financial assets and financial lizbilities are offsel and the net amounl reported in the
slatement of financial posilicn only when there is a legally enfarceable right to offsatl the
recogniscd ameaurds and thare Is an intention 1o seltle on a nat basis, or lo raslise lhe aszets
and seflle Lhe Habilities simultaneously. Income and expenses are not offset in the Statement
of Sharshoiders’ Operations uidess required or permilted by any accounting standard or
interpretation, as specifically disclosed in the accounting policies of the Company.

Foreign currencles

The accounting records of the Company are maintained in Saudi Arabian Riyals, Transactions
in foreign cuirencies are recorded in Saudi Arabian Riyals at the approximale rate of
axchange ruling at the date of the transaction, Monstary assets and Babifities denominated in
foreign currencies are retransiated at the rate of exchange ruling at the Statement of Financial

Pasiion date.
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ALJAZIRA TAKAFUL TAAWLUNI COMPANY
(A SAUDI JOINT STOCK COMPANY)
NOTES 7O THE UNAUDITED INTERIM GONDENSED FINANCIAL STATEMENTS {continued}
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014

AND FOR THE PERIOD FROM 3 JULY 2613 TO 30 JUNE 2074

2. BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES -
{continuad)
(d) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)
Fair vatues
Financial inslitiments include cash and cash equivalents, available-for-sale inveslments hald
to cover unil-linked Nabiliies, contribution receivable, accrued income, other receivables,
Reinsurance share of oulstanding claims, due from Insurance Operations, Raihsurance
halances payable, due to related parties, due to Shareholdors' Operations, grass outstanding
claims, other payables and employees’ end of service benefits.
Except for the fair value of available-lor-sale investments which are based ot unil prices
quoted by he Fund Manager, lhe faiy values of all other fimancial instruments are eslimaled
using prevailing valuation methods.
Claims
Claims, comprising amounts payable to contract holders and third parties and related foss
adjustrment expenses, are charged 1o Slalement of Insurance Operations and Accummulalaed
surpius as incurred. Claims comprise the estimaled amounts payable, in respect of claims
reparted lo e Company and those not reported at the slatement of financial position dale.
The Company geherally estimales its claims based on actuarial input. This includes a
provision based on management’s judgment and the cost of selling clalms incunred bt not
reported al the staterment of linancial position date.
The Company does not discount ils liabifity for unpaid claims.
3. CASH AND CASH EQUIVALENTS
30 June
2014
{Unaudited)
SR ‘000
Insurance Operations
2,760

Cash al bank

Shareholders’ Qperafions
Cash al bank a.805

Murabaha depasits 185,040
193,805

Cash at bank is held with a founding shareholder. Cash at bank i shareholdors operations
include an amount of SR 1.5 million held with a founding shareholder for investmenl purposes.

Murabaha deposits, amaunted to SR 185 miflion, are held with a founding sharehotder. These

deposits carry profit rate of 0.60% per amum, The carryiitg amounts disclosed above
reasonably approximate fair value al the interim statement of financial position dale.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY

{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE UNAUBITED INTERIM CONDENSED FINANCIAL STATEMENTS (continuad)
FOR THE THREE-MCNTH PERIOD ENDED 30 JUNE 2014
AND FOR THE PERIOD FROM 3 JULY 2013 TO 30 JUNE 2014

4.

AVAILABLE-FOR-SALE INVESTMENTS HELD TO COVER UNIT-LINKED LIABILITIES

Change 30 Junie
Inikial in fair 2014
__value valwe  {Unaudited)
SR 000 S8 ' SR 000

Insurance Operations
Al Jazira Diversified Agoressive Fund 2,607 26 2,633
Al Jazira Diversified Balanced Fuid 224 3 3zy
Al Jazira Divarsified Conseivative Fund 55 1 86
2,986 30 3,016

invastmant of Insurance operation comprises units of mulual funds dominated in Saudi Riyal
inanaged by a founding shareholder.

The Company uses lhe following hierarchy methads for delermining and disclosing the fair
value of available for sale investments al the reparting period end:

Level 4: Fair value instrumenls using guoled prices (Unadjusted) in active markels for identical
assets or Habifities that the entity can access at the measuremenl date.

Eavel 2: Fair value measurements using inpuls olher lan quoted prices ncluded within Level
1 that are observable for the asset or liability, either direclly (e, as piices) or indirectly {iea.
derived fiom prices).

Level 3; Fair value measurements using inputs for the asset ar liabilily thal are not based on
abservable markel data (i.2. unobservable inputs).

The Company's availabfe-for-sale investments are classified under Levet 1 hiararchy.

FWiS INVESTMENTS

Movement in investiments classified as fair value through income statement {"FWVIS") is as

follows:
For the petiod

from 3 Joly
2073 1o
30 June 2014
fAudited)
SR'000

Shareholders’ Operations
Purchases during the period 302,962
Disposals dining the period {186,644)
Changes in fair value during the periad 508
Balance al end of the perind 122,516

in the 'Al Qawafel Fund” managed by a founding shareholder. Further, the Company alsa
invested in shares of ‘Al Hokaair' and ‘Al Hammadi' an amount of SR 1.6 miliont and 3R 0.6

inillion respectively.
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ALJAZIRA TAKAFUL TAAWUNE COMPANY

{A SAUDI JOINT STCCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued)
FOR Ti$E THREE-MONTH PERICD ENDED 36 JUNE 2014
AND FOR THE PERIOD FROM 3 JUiLY 2013 TO 30 JUNE 2014

b.

STATUTORY BEPOSIT
As requirad by Saudi Arabian Insurance Regutations, the Company deposited 10% of its paid

up capilal, amotnting to SR 35 milion in a bank designated by lhe Saudi Arablan Monelary
Agency [SAMA), The Company cannat withdraw Hiis deposit withoul SAMA's approval.

RESERVE FOR INSURANCE ACTIVITIES
Reserve for Insurance activilies is created, as per lhe report received from he Actuary, as

detailed below!
30 June

20H4
{Unautiitad

SR 000
Investible conlributions 2,999
Technical resarve for Insurance activilies h4%
tdalhiematical reserve — ned as7?
Change in fair value of available-for-sale investments (nole 4} e

3,932

SHARE CAPITAL
The authorized, issued and paid up share capitat of the Company is Sit 350 mifan al pesiod

end consisting of 35 million shares of SR 10 each and subscribed by lie foltlowing:
30 June 2014

% holding  (Una udr’fg

SR 000

Founding Sharehatders 70 245,000
General public 30 105,000
100 350,000

The Company incurred a sum of SR 4.5 miffion as lransaction cosls raise capital of 3R 105
miflion through an Initial Public Offer (IPO) and has deducled from equity. Moreover, pre-
incorparation expenses amounting to SR 3 million have been paid by a founding shareholder
fricle 10,

PRE-INCORPORATION INCOME, NET

Prafil an Murabaha deposits liem the date of Ministerial Decree No. 137 dated 27 Rahi' Al-
Thani 1431H {corresponding to 12 April 2010} up to the date of Ministeriat Resalution daled
24 Sha'baan 1434H coresponding to 3 July 2013, has been recorded as pre-incorparalion
income of the Company. Pre-incerporation income, nel lor the period from 3 July 20123 1o 30

June 2014 compiise of as follows:
For the period

from 3 July

2013 to 30 June

2014

{Unaudited)

SR ‘000
Profil on Murabaha deposits {note 10) 225
Less: pre-incorporation expanses

License fea 060
Legal and professional fees P10
Product development fees 4530
Adverlisement 42
Others ) 10
662

1,597
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ALJAZIRA TAKAFUL TAAWUNI COMPANY

{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS (continved)
FOR THE THREE-MONTH PERIOD ENDED 30 JUNE 2014
AND EOR THE PERICD FROM 3 JULY 2613 TC 30 JUNE 2014

8, PRE-INCORPORATION INCOME, NET - {continued)
Pre-incorporation expensces include SR 411 Ilhousand, cost wcurred by a founding
shareholder on hehalf of the Company, and subzequenlly recharged o the Company, for e
period up to 3 July 2013 being the date of issuance of Ministerial Resolution dectaring the
incorporation of the Company (note 107
10. YRANSACTIONS WITH RELATED PARTIES
a} i addition to the disclosures set out in Notes 1, 3, 4, 5, 8 and 3, following are the details
of major retated party lransactions during the period from 3 July 2013 to 38 dune 2014
Amount of
transaciion for
the period from
3 July 2013 to
Related party Nature of transaciion 30 June 2014
{Unaudited)
Shareholders’ Operations SR 060
Transaction costs paid on behall of the
Bank Aldfazira (founding Company and recharged lo  the
shareholder) Company 3,008
Pro-incorporation  expenses  paid  on
behall of lhe Campany and recharged
to the Company 411
Profit earned lrom Murabaha deposits
{pre-incorporalion) (Note 9} 2,259
Prolit earned from Murabaha deposits 4,200
Profil earnad from Mutuat funds 102
Insurance Dperations
Bank Aldazira (founding
sharohotder) Fortfolio rnanagemenl lee 2,262

11.

i2.

b} Amount due from a refated party represents receivable from Bank Allazira {fouinding
shareholder).

ZAKAT & INCOME TAX

As per lhe Company's by-faws and Article of Association, the Company's first fiscal year wilt
he ending on 31 December 2014, Accordingly, \he Conpany is not subjecl to £akal as al 30
June 2014 and also not required to file the refated relurn. However, the Company made a
provision for Zakat for the pariod from 3 July 2013 to 30 June 2014 amounting to SR 3 milfion.

The Company made a provision of SR 27 thousand for income lax for the period from 3 July
2013 to 30 June 2044, The lax paid will be considered provisional and wili be deducted from
e final tax liabilily computed for the long period.

EARNINGS PER SHARE

Eanings per share lor the period have been caleulaled by dividing the net income for the
perind by thirly five million shares, the weighted average number of issued and outslanding
shares for the period. Dilulad earnings per share are not applicable to the Company.
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
{A SAUDI JOINT STOCK COMPANY}

NOTES 70 THE UNAUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued)
FOR THE THREE-MONTH PERICD ENDED 30 JUNE 2014
AND FOR THE PERIOD FROM 3 JULY 2043 TO 30 JUNE 2614

13, SEGMENT INFORMATION

Consistent wilh the Company's intetnal reporling process, business segiments have heen
approved by management in respect of the Company's activities. The Company's gross
wiitten conlributions, nel written conleibutions, net contribulions eamed, lees afed commession
mcome, net claims, incurred, surrenders and makities, poficy acguisition cosls - net,
undenwriling surplus, investment incoma, general and administrative axpenses, nel strplus f
(deficit), surplus fiam Insurance Operalions, available-for-sate investmenls, contributions
receivables, and unearned contribulions, total assels, reserve for Insurance aclivithes,
uniearnad conlibutions, gross oulstanding claims, unearned comimission income, and lotal
labilities, by business segment, are stated below.

The activities of Insurance Operations, which are all in lhe Kingdom of Saudi Arabia, are
raporied under lwao husiness unils, as delailed batow:

Insurance - individual segment offers lile Insurance products on an individual basis including
urtit inked mvestment orienled products.

surance - group fife segment offers fife proteciion programs to Whe members of organizalions
an 3 group basis,

Operaling segments do not inchede shareholders' operations of the Company.

Group

tndividual life Total

For three-month pericd ended 30 June 2014 - unaudited SAR'GOD SAR'00C SAR'0C
Gross Whitten contributions 3860 - 3,860
nvestable conlribulions {2,200) - {2,200)
Net trsorance contributions 1,660 - 4,660
Contribulions ceded {27) {4) {31)
Net writtens confribution 1,633 {4} 1,629
Unearnad contributions - nal o 4 4
Net lnsurance revenue 1,633 - 1,633
Reserve for Insurance activities {v62} {762)
incurred but not reported claim {IBNR & IBNER} - nel - - -
Policy actuisilion cost {208} {205)
Supervision and inspection fec {29 - {20)
Underwriting surpius for the peried 646 - 646
General and adminislrative expenses {1,200
Porifolio management fee 1,128
574

Surplus for the period from Insurance Qperations
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ALJAZIRA TAKAFUL TAAWUNI COMPANY
(A SAUDS JOINT STOCK COMPANY}

NOTES TO THE UNALUDITED INTERIM CONDENSED FINANCIAL STATEMENTS {continued)

FOR THE THREE-MCNTH PERIOD ENDED 30 JUNE 2014

AND FOR THE PERIDD FROM 2 JULY 2013 TO 3 JUNE 2014

13. SEGMENT INFORMATION — [continued)

For the period from 3 July 2013 te 30 June 2014 —unaudited

Gross Wrilten contribuations

tveslabie contributions

Net Insurance contributions

Conlributions ceded

Net written contribution

Unearned contributions — net

Net Insurance revenue

Reserve [or Insurance aclvities

Incurred bt not reported claim (IBNR & IBMNER) - net
Faolicy acquisition cost

Supenvision and inspection fea
Underwriting surpéus for the periad

General and admiinislialive expenses
Porifolio management fea

Surplus for the pericd from Insurance Operations
As at 30 June 2014 — unaudited

INSLUIRANCE OPERATIONS' ASSETS

Availahle-for-sale invastments held to cover unil link Habiities
Contributions receivable

Rainsurance share of unearmed condributions

Unalocaled assets

TOTAL INSURANCE OPERATIONS' ASSETS

INSURANCE DPERATYIONS' LIABILITIES

Feserves for nsurance aclivities

Unoarned contributions

Incurred but not reported claim (IBNR & IBNER) — net
Advance contributions

Cantribulions depasil

Heinsurance balances payable

Hrnalocaled lfabililies

TOTAL INSURANCE OPERATIONS' LIABILITIES

Group

Individual life Total
SAR'000 SAR'000 SAH'{]_I_]B
4,858 G1 4,920
{2,999 - {2,959}
1,860 G1 1,921
{36) {6} (42)
1,824 Bh 1,879
. {26} (26)
1,824 29 1,853
{403} - {903}
- (2) (2)
{267) - {267)
. 25) - {25)
G248 27 G55
{2,190)

2,252

__ 728

3,018 - 306
431 - 481

- 13 13

3,497 13 7062
3,832 - 3,932

- 39 349

- 2 2

147 - 117

a1t - 3581

3G g 42

) 2,549

4,466 47 7062

14, APPROVAL OF THE INTERIM CONDENSED FINANCIAL STATEMENTS

These interim condensed fiancial statements have been appioved by Ihe Chairman onb
behalf of the Board of Directors on 17 July 2014 corresponding to 20 Ramadan 1435H.
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