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INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

We have auditsd the sccompanying statement of financial positios of Alinma Tokio Marine Company (A Saudi Joint Siock
Company) (the “Company™} as a1 31 December 2016 and the releted statements of nsuremce operations, shareholders’
operations and comprehensive income of shereholders’ operations, statement of changes in sharcholders’ equity snd
staternents of cash flows of insurance operations and sharcholders' operstions for the year then ended and the related notes {1
to 26) which form an integral part of these fnancial statements. These financial stafements are the responsibility of the
Company's menzgement and have been prepared by them in accordunce with International Financial Reporting Standards and
the provisions of Article 126 of the Regutations for Companies and Comipany’s By-laws and submitted to us together with at!
the information and explanations which we required.

Our responsibility s to express an opinfon on these financial statements based on our audit. We conducted our audit in
accordance with auditing stunderds generally accepted in the Kingdom of Saudi Arabia. Those standards require that we plan
and perform the audit 1o obtain reasonsbie asstrance about whether the financial statements are free of material misstatement,
An sudit includes examining, on a test basly, evidence supporting the amounts and disclosures in the financiai staterments. An
audit also includes assessing the acoounting principles used and sipnificant estimates made by management, as well as
evaluating the overall firancial staternent presemtation. We believe that our aadit provides s reasonable degres of asswrance to
enable us to express an opinion on the financial statements.

Iz; our npmmn. lhﬁ ﬁmua} statements taken as & whole:

iy present fairly, in 2t material respects, the financial position of the Company as at 31 December 2016 and the results of
its operations and its cash Sows for the year then ended in accordance with Internetional Finansist Reporting Standards;
and

i) comply with the regoirements of the Regulations for Companies and the Company's By-laws in so far ns they affect the
preparation and presentation of the financial siatements.

We draw attention to the following:

i. Thesc finsncial siatements have been prepared in accordence with Internations] Fnancial Reporting Standards 2nd not in
accondance with accounting stendards generally accepted in the Kingdom of Saudi Ambiz as issued by the Saudi
Organizetion for Certified Public Accountants.

2. Note 2 w the financis! statements sets ow the fact that the Board of Directors of the Company recommended to the
sharehalders of the Company ot to pursue the transfer of insursnce portfolios which were disclosed in the prospectus
issued for the initial public offering by the Company. However, with active support from Tokio Marine Group, the
Company has acquited other operating businesses. The Companry is in the process of seeking the necessary approvals
from the shareholders to camplete the legal formalities.

Aldar Andit Barean D, Mohamed Al Annd & Co
Abdullah Al Basri & Co P. O. Box 8736
P. 0 Box 2195 Riyadh 13492
Riyadh 1145} Kingdom of Sandi Arghia
Kingdom of Saudi Arabia
Abdulluh M. Al ilas.u Gibad M. ALAmri
Certified Public Accountant Certified Public Accountant
Registrati Registration No. 362
7 February 26, 2017 (G)
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ALINMA TOKIO MARINE COMPANY
(A SAUD! JOINT STOCK COMPANY)

STATEMENT OF FINANCIAL POSITION
As at 31 December 2016

Notes
INSURANCE OPERATIONS® ASSETS
Cash and cash equivalents 5
Premiums and reinsurance receivables, net ]
Reinsurers’ share of outstanding claims il
Reinsurers’ share of unearned premiizms i3
Deferred policy acquisition costs
Prepayments and other assefs 7
Investments
Fixed assets g
{nit Hinked investments
Due from shareholders” operations
TOTAL INSURANCE OPERATIONS® ASSETS
SHAREHOLDERS® ASSETS
Cash and cash equivalents 5
Investmenis &
Statutory deposit i6
Prepayments and other assets 7
Due from insurance operations
Due from a related party I9
TOTAL SHAREHOLDERS® ASSETS
TOTAL ASSETS
$h
Director Chief Finanecial Officer

31 December

31 Decenber

2016 2015
SR’ 000 SR'000
4,308 11,852
193,920 105,710
137378 61,656
46,429 52,279
5438 3,698
4,928 2,854
. 10,124
6,590 7,804
3,471 1,234
. 721
396,462 257,932
136,002 153,963
99,750 117,725
45,000 45,000
1,590 358
17,331 =
2 14
299,673 317,060
696,135 574,992

9,

The accompanying notes 1 to 26 form an integral part of these financial staternents.

"~ Chief Executive Officer



ALINMA TOKIO MARINE COMPANY
(A SAUD!I JOINT STOCK COMPANY)

STATEMENT OF FINANCIAE POSITION
As at 31 December 2016

31 December

31 Deceniber

g 2016 2015
SR’ 400 SR 900

INSURANCE OPERATIONS’ LIABILITIES
Gross outstanding claims P 183,459 26,618
Reinsurance balances payable 82,618 59,628
Gross unearned premiums 13 75,463 75,941
Uneamed reingurance commission 7,003 8,247
Due to shareholders’ operations 17,331 =
Accrued expenses and other liabilities 14 24,394 24,004
Employees’ end of service benefits 2,783 1,987
Unit link Habilities 3471 1,507
TOTAL INSURANCE OPERATIONS’ LIABILITIES 356,462 257,932
SHAREBOLDERS’ LIABILITIES AND EQUITY
SHAREHOLDERS® LIABILITHES
Accrued expenses and other liabilities 14 3,81% 2,344
Zakat and income tax payabie 18 4,260 1,069
Bue to msurance operations - 121
Total sharehoiders’ liabikities 3019 4,134
SHAREHOLDERS® EQUITY
Share capital 15 450,000 456,600
Accumulated losses {148,346) (137,074)
Tetal sharcholders' equity 291,654 312,926
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY 299,673 317,060
TOTAL INSURANCE OPERATIONS® LIABILITIES,
SHAREHOLDERS’ LIABILITIES AND EQUITY 696,135 574,592

AP —

‘Chief Executive Officer

Chief Financial Officer

Director

The accompanying notes 1 to 26 form an integral part of these financial statements.



ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

STATEMENT OF INSURANCE OPERATIONS
For the year ended 31 December 2016

For the year For the year
Neotes ended 31 ended 31
Decomber 20016 December 2015
SR000 SRG00

REVENUES
Gross written premivms i2 321,888 220,357
Reinsurance premiums ceded i2 (187,183%) {156,074}
Excoss of foss expenses 12 84877 (3,199
Net wrilten premiums 126,626 61,084
Changes in gross uncarned promiums 538 (51,660)
Changes in reinsurance share of unearned premiums (11,850) 36,772
Net change in unearned premiums 11,312 {14,88%)
Net earned premiems i2 115,314 46,196
Retnsurance commission earned and other income 22,346 18,904
Total insurance revenies 138,100 635,100
CLAIMS AND EXPENSES
Gross claims paid 1 {189,961) {98.979)
Reinsurers’ share of claims paid i 124,660 69,509
Net claims paid (69,241) (29,476)
Changes in pross outstanding claims (96,841} {50,529)
Changes in reinsurers’ share of outstanding claims 78,722 44,072
Net outstanding claims i {21,119 (6,457)
Net claims incurred {496,360) (35,927)
Change in unit link reserves {1,964} {1,507}
Surrenders {160} -
Policy acquisition costs {20,074 (5,761}
Inspection and supervision fees (1,657} {634)
Osher underwriting income 3,914 1,362
Net nnderwriting loss (110,301) {42,467}
Iavestment income 161 102
General and administrative expenses it {45,343} {40,821
Totai claims and expenses, net {159,483} (83,186)
Net deficit for the year from insurance operations L3323 {18,086}
Appropriation of net deficit transforred fo the shareholders’ operations 21,323 18,086

Net result for the year from insurance operations

eI

: =
Direcfor Chief Financial Officer

The accompanying notes 1 to 26 form an integral part of these financial statements,

- “Chief Executive Officer




ALINMA TOKIO MARINE COMPANY
{A SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOLDERS' OPERATIONS
For the vear ended 31 December 2016

For the year For the year
Notes ended 3F ended 31
December 2016 December 2015
SE600 SR000
Net deficit transferred from insurance operations 3 (21,323 (18,086
Investment ingome and other income / (less) i7 7,130 (306}
{14,193) {1R,59)
General and administrative expenses 16 (3,244) {3,320y
Net loss for the year {17.437) {21,812
Pasic and diluted Joss per share for the year (SR) 22 (0,387} (0.569)
Weighted average number of ouistanding shares 22 45,668 38,540
\ ) 9,4
i ~ ;’ r \
Director Chief Financial Officer ChieFExecutive Officer

-

The accompanying notes 1 to 26 form an integral part of these financial statements.



ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOLDERS' COMPREHENSIVE INCOME
For the year ended 31 December 2016

For the year For the year
Notes ended 31 ended 31
Pecermber 2016 December 2015
SR 064 SR'90G
Net loss for the yvear before zakat and income tax {17,437 {21,912}
Ttems that may not be reclassified to statement of shareholders'
operations in subsequent pericds

Zakat and income tax for the year 18 (3,835) N
Total comprehensive loss for the year (21,272) {22,624)

s DR

h F .l
Directo Chief Financial Officer / Chief Executive Officer

7

The accompanying notes 1 to 26 form an integral part of these financial statements.



ALINMA TOKIO MARINE COMPANY
(A SALIDI JOINT STOCK COMPANY)

STATEMENT OF CHANGES IN SHAREHOLDERS® EQUITY
For the year ended 31 December 2016

Share Accnmniated

capital losses HOES)
SR ‘G040 SR ‘000 SE ‘006
2016
Balance as at 1 January 2616 456,060 (137,674) 312,926
~ Net loss for the vear - 21,27H (21,272)
Balance as at 31 Becember 2616 450,004 (158,346} 291.654
2013
Balance as at 1 January 2015 200,000 (111,587 88,413
Issue of additional share capital 250,000 - 250,000
Transaction cost relating to issue of additional share capital - (2,863} {2,863)
- Net joss for the year - (22,624} (22,624}
Ralance as at 31 December 2815 456.500 (137.074) 312,926
Fe 9 (9.
Dimg%.% G Fimaneial Officor S il Exeentive Officer

~

The accompanying notes 1 to 26 form an integral part of these financial statements.



ALINMA TOKIO MARINE COMPANY
{A SAUDI JOINT STOCK COMPANY)

STATEMENT OF INSURANCE OPERATHONS' CASH FLOWS
For the year ended 31 December 2016

Note Year ended 31 Year ended 31
December 2016 December 2015
SR'000 SR'O00
CASH FLOWS FROM OPERATING ACTIVITIES
Net result for the year from insurance operations - -
Adjusiments for non-cash items:
Unrealized gain on FVTIS investments 8 (i) - (124
Realized gain on FVTIS nvestments 8 (i) §iie)] -
Allowance / {reversal) for doubtful receivables & 3,404 (488)
Depreciation 9 3,054 2,583
Esmployees® end of service benefits 1,109 980
income before changes in operating assets and liabilities 7,490 2,951
Changes in operating assets and liabilities:
Operating assers:
Premiums and reinsurance receivabies (91,614) (76,717)
Reinsurers’ share of outstanding claims (78,722) (44,072)
Reinsurers’ share of unearned premiums 11,850 (36,772}
Deferred policy acquisition costs {1,740) (2,585}
Due to / (from) shareholders” operations 18,052 {1,223
Prepayments and other assets .074) {1,516}
Operating liabilities:
Gross outstanding claims 96,841 50,329
Reinsmrance balances payable 22,990 49,195
Gross unearned premiums {538 51,660
Unearned reinsurance commission (1,244) 4,841
Accrued expenses and other Habilifies 390 10,618
Unit linked liabiities 1,964 1,507
Cash from operations (13.35%) 8,422
Employees' end of service benefits paid £313) (363)
Net cash (used in)/ generated from operating activities {13,668) 7,859
CASH FLOWS FROM INVESTING ACTIVITIES
Enit Enked investments (2,237) {1,234)
Purchase of investments (35,008) {10.6060)
Proceeds from sale of investinents 45,131 -
Purchase of property and equipment 9 {1,878) (4,470)
Net cash generated from / {used in) Investing activities 6,124 (15,704
Net change in cashk and cash equivalents {7,544) (7,8435)
Cash and cash equivalents at the beginning of the year 11,852 19,697

Cash and cash equivalents at the end of the year 3 4,308 11,852
Director Chief Financial Officer Chief Executive Officer

The accompanying notes 1 to 26 form an integrai part e§ these financial statements.
™



ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOILDERS’ OPERATIONS CASH FILOWS

For the year ended 31 December 2016

Notes Year ended 31 Year ended 37
December 2016 Decembay 2015
SR'060 SR'G00

CASH FLOWS FROM OPERATING ACTIVITIES
Net foss for the year before zakat and income tax (17437 21,912)
Adjustments for non-cash items:

Realized loss/ {gain) on FVTIS & i) 12 {625

Unrealized (gain)/ loss on FVTIS &) (151 1,743
Loss before changes in operating assets and liabilities (18,937 {20,794)
Chemges in operating assets and liabilities:
Operating assets.

Due from related parties 14 41

Due from insurance operations {18,652 1,223

Prepayments and other assets (1,232) (346)
Operating liabilities:

Accrued ¢expenses and other Habilities 1,475 328
Cash from operations {36,732) {19,548)

Zakat and income tax paid 18 (704) (1,140)
Net cash used in operating activities (37,436) {20.688)
CASH FLOWS FROM INVESTING ACTIVITIES
Murabaha deposit - (25,000)
Purchase of invesiments (65,937) (433,631)
Proceeds from sale of investments 85,412 348,998
Net cash generated from / (used) in investing activities 19,475 (109,633)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issue of additional share capital - 250,000
Transaction cost on issue of additional share capital - {2,863)
Net cash generated from financing activities - 247,137
Net change in cash and cash equivalents (17,961 116,816
Cash and cash equivalents at the beginning of the year 153,963 37,147
Cash and cash equivalents at the end of the year 5 136.002 153,963

Fib

Director E

Chief Financial Officer

"/.

'd

F et

Chief Execative Officer

g
The accompanying notes 1 to 26 form an integral part of these financial statements.



ALINMA TOKI0 MARINE COMPANY
{A SAUDI JOINT STOCK COMPANY}

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2016

1

REPORTING ENTITY AND OPERATIONS

Alinma Tokio Marine Company (“the Company™} is a Saudi Joint Stock Company incorporated in the
Kingdom of Saudi Arabia as per Ministry of Commerce and Industry’s Resolution number 309/Q dated
19 Rajab 1433H (corresponding to 9 June 2012). The Commercial Registration number of the Company
is 1010342527, dated 28 Rajab 1433H (corresponding to 18 June 2012). The Company is listed on the
Saudi Arabian Stock Exchange (“Tadawul™} since 24 June 2012, The Registered Office of the Company
15 sttuated at Al-Anoud Tower 2, P.O. Box 643, Riyadh 11421, Kingdom of Saudi Arabia.

The Company is lcensed to conduct insurance business in the Kingdom of Saudi Arabia under
cooperative principles in accordance with Royal Decree No. 25/M, dated 3 Jumada-Al Thani 1430H
{corresponding o 27 June 2009), pursuant to the Council of Ministers” Resolution No. 140 dated 2
Jumada-Al Thani 1430H (corresponding to 26 June 2009).

The objective of the Company is t0 engage in cooperative insurance operations and related activities,
including reinsurance, agencies, repreésentation, correspondence and intermediary activities in the
Kingdom of Saudi Arabia in accordance with its Articles of Association and applicable regulations in
the Kingdom of Saudi Arabia.

INSURANCE PORTFOLIOS TRANSFER AGREEMENTS

In connection with the Board of Directors’ recommendation to the Shareholders’ of the Company on non
transfer of the msurance portfolio transfer of Arab Eastern Insurance Company (AEIC) and Tokio
Marine & Nichido Fire Insurance Co. Limited — branch operations (TMNF) which is collectively
referred as * Old Operations”™. The Company got regulatory approval to administer an outstanding claim
pertaining to the “Old Operations”. These transfers were initially planned and disclosed in the
prospectus issued for the initial public offering of the Company. There is no financial impact on the
Company as the Hability arising from the said claim iy guaranteed by Teokic Marine & Nichido Fire
Insurance Company Limited, Japan being the major sharcholder of the “Oid Operations.” Consequent to
the regulatory approval, the Company got the approval for non pursuance of transfer of insurance
portfolio relating to AEIC in the General Assembly held on December 29, 2016 , whereas further
approval for non pursuance of transfer of insurance portfolio relating to TMNF shall be taken in the next
General Assembly.

BASIS OF PREPARATION

These financial statements have been prepared for the year ended 31 December 2016. The comparative
financial information presented in these financial statements relates to the year ended 31 December 2015.
Statement of compliance

These financial statements have been prepared in accordance with International Financial Reporting
Standards (“IFRS™} issued by the International Accounting Standards Board, the provisions of
Regulations for Companies in the Kingdom of Saudi Arabia and the Company’s By-laws.

Basis of measurement

These financial statements have been prepared under the historical cost convention except for
investments classified as ‘available for sale’ and ‘held for trading’ which are being carried af fair value.

i



ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2016

3

BASIS OF PREPARATION (confinued)

Basis of presentation

As required by the Saudi Arabian Insurance Regulations issued by SAMA, the Company maintains
separate books of accounts for the insurance operations and shareholders’ operations and presents the
financial statements accordingly. The physical custody of all assets related to the insurance operations
and sharehoiders” operations are held by the Company. Revenues and expenses clearly attributable to
either activity are recorded in the respective books of accounts. The basis of allocation of expenses from
joint operations is determined by management and the Board of Directors.

In accordance with Article 70 of the SAMA Implementing Regulations, the Company must distribute,
subject to the approval of SAMA, its annual net policyholders” surplus directly to policyholders at a
time, and according to criteria, as set by its Board of Directors, provided the customer contract (policy)
15 active and paid-up to date at the time of settlement of the cooperative distribution amount. Losses
incurred by insurance operations are absorbed by sharehoiders’ operations.

Functional and preseniation currency

The financial statements are expressed in Saudi Arabian Riyals (SR), which is the functional and
presentation currency of the Company. All financial information presented in SR has been rounded off
1o the nearest thousand, unless otherwise stated.

Critical accounting estimates and judgments

Estimation uncertainty

The preparation of the financial statements requires management to make estimates and assumptions that
affect the reported amounts of revenue, expenses, assets and labilities and the disclosure of contingent
liabilities, at the reporting date. However, uncertainty about these estimates and assumptions could result
in an outcome that could require a material adjustment to the carrying amount of assets or liabilities
affected in the future.

Impairment losses on receivables

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

The key assumptions concerning the future and other key sources of estimation unceriainty at the
statement of financial position date, that have a risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are discussed below:

Technical reserve for inserance activities

The estimation of amounts due to policyholders and third parties arising from claims made under
insurance contracts require judgment by management. Such estimates are necessarily based on
assumptions about several factors imvolving varying degrees of judgment and uncertainty and actual
results may differ from management’s estimates resulting in future changes in estimated liabilities.

7



ALINMA TOKIO MARINE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
For the vear ended 31 December 2016

3

BASIS OF PREPARATFION (continued)
Incarred but not reporied claims

The Company estimates claims based on its experience of its insurance portfolio. Claims requiring court
or arbitration decisions, if any, are estimated individually. Management reviews its provision for claims
incurred, and claims incurred but not reported, on a monihly basis. Any difference between the provision
at the statement of financial position date and settlements and provisions in the following year is
included in the statement of insurance operations for that year.

The provision for outstanding claims, as at 31 December, is also verified and certified by the Company’s
appointed external actuary. The actuary calculates the claims reserves using the methodology that
involves blending of the following two reserving methods.

. The basic chain ladder method
= Ultimate loss ratio method

The claims reserves are calculated from the higher of the above two methods. The claims reserves are
sensitive to the assumptions made about the number of months used to average the completion factors
for the chain ladder method and the ultimate loss ratio assumptiosn.

Premium deficiency reserve

Estimation of premium deficiency for insurance business is highly sensitive to a number of assumptions
linked to future events and conditions. It is based on an expected Joss ratio for the unexpired portion of
the rigks for written policies. To arrive at the estimate of the expected loss ratio, the actuary looks at the
segment-wise actual claims experience of the Company.

Useful lives of fixed assets

The Company’s management determines the estimated useful lives of its furniture, fittings, and office
equipment for caiculating depreciation. These estimates are determined after considering the expected
usage of the assets or physical wear and tear. Management reviews the residual value and useful lives
annually and future depreciation charge shall be adjusted where the management believes the useful
lives differ from previous estimates.

New standards and amendments to existing standards

-IFRS 14 — “Regulatory Deferral Accounts”, applicable for the annual periods beginning on or after 1
January 2016, allows an entity, whose activities are subject to rate regulation, to continue applying most
of 1ts existing accounting policies for regulatory deferral account balances upon its first time adoption of
IFRS. The standard does not apply to existing IFRS preparers. Also, an entity whose current GAAP does
not allow the recognition of rate-regulated assets and ligbilities, or that has not adopted such policy
under its current GAAP, would not be allowed to recognise them on first-time application of [FRS.

-Amendments to IFRS 10 — “Consolidated Financial Statements”, IFRS 12 — “Disclosure of Interests in
Other Enatities” and IAS 28 — “Investments in Associates”, applicable for the annual periods beginning
on or after 1 January 2016, address three issues that have arisen in applying the investment entities
exception under IFRS 10, The amendments to IFRS 10 clarify that the exemption from presenting
consohidated fimancial statements applies to a parent entity that is a subsidiary of an investment entity,
when the investment entity measures its subsidiaries at fair value. Furthermore, only a subsidiary of an
investment enfity that is not an investment entify itself and that provides support services to the
investment entity is consolidated. All other subsidiaries of an investment entity are measured at fair
vatue. The amendments to TAS 28 allow the invesior, when applying the equity method, fo retain the fair
vatue measurement applied by the investiment entity associate or joint venture to its inferests in

12



ALINMA TOKIO MARINE COMPANY
{A SAUDJJOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2016

3

BASIS OF PREPARATION (continued)

New standards and amendments to existing standards (continued)

-Amendments to IFRS 11 — “Joint Arrangements”, applicable for the annual periods beginning on or
after 1 January 2016, require an entity acquiring an interest in a joint operation, in which the activity of
the joint operation constitutes a business, 10 apply, to the extent of its share, all of the principies in IFRS
3 — "Business Combinations” and other IFRSs that do not conflict with the requirements of IFRS 11
Joint Arrangements. Furthermore, entities are reguired to disclose the information required by YFRS 3
and other IFRSs for business combinations. The amendments also apply to an entity on the formation of
a joint operation if, and only if, an existing business is contributed by one of the parties to the joint
operation on its formation, Furthermore, the amendments clarify that, for the acquisition of an additional
interest in a joint operation in which the activity of the joint operation constitutes a business, previously
held interests in the joint operation must not be remeasured if the joint operator retains joint control.

Amendments m TAS 1 Presentation of Financial Statements to address perceived impediments to

preparers exercising their judgments in presenting the financial reports. It is effective for annual periods

beginning on or after 1 January 2016.

+  The materiality requirements in JAS |

+  'That specific line items in the statement(s) of profit or Ioss and other comprehensive income
{“OCT”) and the statement of financial position may be disaggregated

+  That entitics have flexibility as to the order in which they present the notes to financial statements

*  That the share of OCI of associates and joint ventures accounted for using the equity method must
be presented in aggregate as a single line item, and classified between those items that will or will
not be subsequently reciassified to profit or loss. The amendments further clarify the requirements
that apply when additional subtfotals are presented in the statement of financial position and the
statement(s} of profit or loss and OCIL

Amendments to IAS 16 — “Property, Plant and Equipment” and JAS 38 - “Inangible Assets™,
applicable for the annual periods beginning on or after 1 January 2016, restricts the use of ratio of
revenue generated fo total revenue expected to be generated to depreciate property, plant and equipment
and may only be used in very limited circumstances to amortise intangible assets.

H

- Amendments o IAS 16 — “Property, Plant and Equipment” and JAS 41 — “Agriculture”, applicable for
the annuai periods beginning on or after 1 January 2016, change the scope of IAS 16 io inclde
biological assets that meet the definition of bearer plants. Agricultural produce growing on bearer plants
will remain within the scope of IAS 41. In addition, government grants relating to bearer plants will be
accounted for in accordance with JAS 20 — “Accounting for Government Grants and Disclosure of
Government Assistance”, instead of IAS 41,

Standards issued but not yet effective

The following new or amended standards are not expected to have significant impact on the financial
staternents and the Company has chosen not to early adopt the following standards:

+  IFRS 9 -~ Financial instruments (effective on or after January 1, 201 8)

+  IFRS 15 Revenue from contracts with customers {effective on or after January 1, 2018)

*  IFRS 16 - Leases (effective on or after January 1, 2019)

The significant accounting policies used in the preparation of these financial statements are set out
beiow and have been applied consistently unless otherwise stated.

i3



ALINMA TOKIO MARINE COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2016

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and cash eguivalents

Cash and cash equivalents are carried in the statement of financial position at cost. This comprises of
cash in hand, bank balances and Murabaha deposits with an original maturity of three months or less.

Maurabaha deposits

Murabaha deposits with original maturity of more than three months, are initially recognized in the
statement of financial position at fair value and are subsequently measured at amortised cost using
effective yield method, less any impairment in value.

Impairment and un-cellectability of financial assets

An assessment is made at each reporting date to determine whether there is objective evidence that a
specific financial asset or a group of financial assets (including reinsurance receivables) may be
impaired. If such evidence exists, an impairment loss is recognized in the sfatement of insurance
operations of the statement of shareholders” operations. Impairment is determined as follows:

*  For assets carried at fair value ie. for investments classified as ‘available for sale’, impairment is
the difference between cost and fair value, less any impairment loss recognized in the statement of
insurance operations’ or the statement of sharcholders’ operations;

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

*  For assets carried at amortized cost, impairment is the difference between carrying amount and the
present value of future cash flows discounted af the original effective interest rate.

Objective evidence that a financial asset or group of assets is impaired includes observable data that
comes to the attention of the Company about the following events:

«  significant financial difficulty of the issuer or debtor;

+  a breach of contract, such as a defaukt or delinquency in payments;

* it becoming probable that the issuer or debtor will enter bankruptcy or other financial reorganization;
»  the disappearance of an active market for that financial asset because of financial difficulties; or

+  observable data indicating that there is a measurable decrease in the estimated future cash flow
from a group of financial assets since the initial recognition of those assets, although the decrease
cannot yet be identified with the individual financial assets in the Company, including:

. adverse changes in the payment status of issuers or debtors in the Company; of
» nationai or Jocal economic conditions at the country of the issuers that correlate with defaults on
the assets.

Premianms receivable

Premiums receivable are recognized as a financial asset when the policies are issued and the
consideration is receivable. The carrying amount of asset is reduced through the use of an allowance
account, and the amount of Joss is recognized in the statement of insurance operations. An allowance for
impairment of receivables is established when there is objective evidence that the Company will not be
able to collect all amounts due according to their original terms,
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NOTES TO THE FINANCIAL STATEMENTS
For the year ended 31 December 2016

4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Refusurance

The Company cedes insurance risk in the normal course of business for all of its businesses. Reinsurance
assets (other than those on outstanding claims) represent balances due from reinsurance companies for
claims paid by the Company. Recoverable amounts are estimated in a manner consistent with the
outstanding claims provision and are in accordance with the reinsurance contract,

Ceded reinsurance arrangements do not relieve the Company from its obligations to policyholders,

Reinsurance liabilities represent balances due to reinsurance companies. Amounts payable are estimated
in a manner consistent with the associated reinsurance contract.

Premiums receivable and claims are presented on a gross basis.
Segment reporting

A segment is a distinguishable component of the Company’s portfolio that is engaged in providing
products or services (a business segment), which is subject to risk and rewards that are different from
those of other segments.

Leases

Leases where the lessor retains substantially all the rigks and rewards of ownership of the asset are
classified as operating leases. Operating lease payments are recognised as an expense in the staternent of
insurance operations on a straight-ine basis over the term of the lease. Lease incentives are recognized
as an integral part of the fotal lease expense over the term of the lease.

Foreign currencies

Transactions denominated in foreign currencies are recorded in Saudi Riyals (SR) at the exchange rates
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
translated to SR at the rate of exchange prevailing at the date of statement of financial position. All
differences are taken to the statements of insurance operations and accumulated losses and shareholders®
operations, Non-monetary items that are measured in terms of historical cost in a foreign currency are
translated using exchange rate at the date of initial transaction and are not subsequently restated. As the
Company’s foreign currency transactions are primarily in US dollars, foreign exchange gains and losses
are not significant.

Provisions

Provisions are recognized when the Company has a present obligation {fegal or constructive) as a result
of a past event and it is probable that an ouiflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.
Provisions are not recognized for future operating losses,

Investinents
Held for trading investments

Held for trading investments represent investments in short term Murabaha funds which are readily
marketable and initially recognised at cost being the fair value and subsequently remeasured at fair
valae. Fair value is determined by reference to the net asset value (NAV) quoted by the fund manager.
The resultant realised and unrealised gains and losses are recognised in the statement of shareholders’
operations,
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4

SUMMARY OF SEGNIFICANT ACCOUNTING POLICIES (continaed)
Available-for-sale investments (AFS)

Investments which are classified as availabie-for-sale are measured at fair value. Available-for-sale
invesiments are those investments that are either designated in this category or not classified in any other
category. For an available-for-sale investments, any gain or loss ariging from a change in its fair value is
recognized directly in other comprehensive income until the investment is sold, collected or otherwise
disposed of or until the investment is determined fo be impaired at which time the cumulative gain or
ioss previously recognised in other comprehensive income is transferred fo and recognised in the
statement of shareholders’ operations for the year.

Fived assets

Fixed assets are measured at cost less accumulated depreciation and any jmpairment in value.
Depreciation is calculated on a straight line basis over the estimated useful lives of assets, The estimated
useful fives of assets for calenlation of depreciation are as follows:

Years
Leasehold improvements 5
Furniture and office equipment 5
Computer equipment 3.5

Residual values, useful lives and the method of calculating depreciation are reviewed annually and
adjusted, if appropriate. Impairment reviews take place when events or changes in circumsiances
indicate that the carrying value may not be recoverable. The depreciation charge for the vear is
recognised in the statement of insurance operations.

Any gain or loss on disposal of a fixed asset, {calculated as the difference between the net proceeds from
disposal and the carrying amount of the item) is recognised in statement of insurance operations.

Expenditures for repair and maintenance is charged to the statement of insurance operations.
Improvements that increase the value or materially extend the life of the related assets are capitalised.

Employees’ end of service benefits

The Company provides end of service beneflits to s employees. The entitlement fo these benefits is
usuaily based upon the employee’s length of service and the completion of a minimum service period.
Provision is made for amounts payable under the Saudi Arabian labour law applicable to employees’
accumulated periods of service at the statement of financial position date. Charge for the year is
transferred to the statement of insurance operations.

Frapsaction costs

Transaction costs to raise share capital are incremental costs that are directly atiributable to the issuance
of share capital and are accounted for as a deduction from equity.
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4

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Insurance copiracts

Insurance contracts are defined as those containing significant insurance risk at the inception of the
contract, or those where at the inception of the contract there is a scenario with commercial substance
where the level of insurance risk may be significant over time. The significance of insurance risk
depends upon the probability of occurrence of an inswrance event and the magnitude of its potential
effect. :

Once a contract has been classified as an insurance confract, it remains an insurance contract for the
remainder of its lifetime, even if the insurance risk is significantly reduced subsequently.

Liability adequacy test

At each statement of financial position date, the Company assesses whether ifs recognised insurance
liabilities are adeguate using current estimates of future cash flows under its insurance contracts, If such
an assessment shows that the carrying amount of its insurance liabilities is inadequate in the light of
estimated future cash flows, the entire deficiency is immediately recognised in the statement of
insurance operations and an unexpired risk provision is made.

The Company does not discount its liability for unpaid claims as substantially all claims are expected to
be paid within one year of the statement of financial position date.

Zakat and income fax

Zakat and income tax are provided for in accordance with Saudi Arabian Fiscal Regulations. Zakat is
computed on the zakat base of Saudi founding and general public shareholders’ while income tax is
computed on the non-Saudi founding shareholders share of net adjusted income.

Zakat and income taxes are accrued and charged to other comprehensive income.

Revenue recognition

Gross premiums and conumissions are recognised as revenue when the insurance policy is issued.
Premiums and commissions are taken into income over the terms of the policies to which they relate on a
pro-rata basis.

Unearned premiums and commissions are those proportions of premiums and commissions written in a
year that relate to periods of risk after the statement of financial position date. Unearned premiums are
calculated on a daily pro-rata basis, except for marine cazgo. The proportion atributable to subsequent
periods is deferred as a provision for uneamed premiums. The unearned portion for marine cargo shall
be the premium written during the last three months of the financial year.

Reinsurance premiums written comprise the total premiums payable for the whole cover provided by

contracts entered into during the year and are recognized in siatement of insurance operations from the
policy inception date.
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4.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment income is recognized on an effective yield basis taking account of the principal outstanding
and the commission rafe applicable. Realized gains or losses on sale of available for sale investments are
reported in the related stafements of insurance operations or statement of shareholders” comprehensive
income. Pividends, commission income and foreign currency gain / loss on AFS invesuments are
recogrized at the related statements of insurance operations or staiement of shareholders’ comprehensive
income, as part of the net investment income / loss.

insurance policyholders are charged for policy administration services, surrenders and other contract
fees. These fees are recognized as revenue over the period in which the related services are performed. If
the fees are for services provided in future periods, then they are deferred and recognised over future
periods.

Claims

Claims, comprising amounts payable to policyholders and third parties and related loss adjustment
expenses, net of salvage and other recoveries, are charged to the statement of insurance operations as
incurred. Total outstanding claims comprise the estimated amounts payable, in respect of claims reported
to the Company and those not reported at the statement of financial position date.

A provision based on management's judgment is maintained for Incurred But Not Reported (“IBNR™)
claims at the statement of financial position date.

Offsetting

Financial assets and financial Habilities are offset and the net amount is reported in the statement of
financial position only when there is legally enforceable right to offset the recognized amounts and there
is an intention to setfle on a net basis, or realize the assets and settle the liabilities simuitanecusly.
Income and expenses are not offset in the statement of insurance operations or in the statement of
shareholders’ operations uniess reguired or permitted by any accounting standard or inferpretation, as
specifically disclosed in the accounting policies of the Company.

Trade date accounting

Al routine purchases and sales of financial assets are initially recognized / derecognized on the trade
date (i.e. the date on which the Company becomes a patty fo the contractual provisions of the
instrument). Regular way purchases or sales are purchases or sales of financial assets that require
settlement of assets within the time frame generally established by regulation or convention in the
market place.

Deferred acquisition costs
Commission paid 1o internal sales staff and incremental direct costs incurred in relation to the
acquisition and renewal of insurance contracts are deferred and shown ag an asset in statement of

financial position. The deferred policy acquisition cosis are subsequently amortised over the ferms of the
insurance contracts to which they relate as premiums are earned.
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i 31 Becember 21 December
5 CASH AND CASH EQUIVALENTS 2016 5015
SR’ 909 SR 000
Insarance aoperations
Cash in hand 45 40
(Cash at banks — current accounts 4,263 11,812
4,368 11,852

Cash at bank — Insurance Operations includes an amount of SR 4.26 million (2015: SR 11.81
miilion) held with Alinma Bask, a related party.

31 December 31 December

2616 2015
SR’ 000 SR600
Shareholders’ operations
Cash at banks - current accounts 9,567 3,963
Short-terrs Murabaha deposits 126,435 156,000
136,662 153,963

Cash at banks — Sharcholders’ Operations includes an amount of SR 9.56 Million {2015: SR 3.95
miltion) held with Alinma Bank, a related party.

Short term Murabaha deposits are placed with local banks denominated in Saudi Rivals and have
original maturity not exceeding three months yielding an average profit rate of 2.61% (2015:
2.33%) per annum.

6 PREMIUMS AND REINSURANCE RECEIVABLES, NET

31 December 31 December

216 2015
SR’ 400 SR600
Premiums receivable 61,627 53,271
Premiums receivable from related party (ote 19) 5,745 4,456
Reinsurance receivables 131,955 49,986
199,327 107,713
Eess: Provision for doubtful receivables (5.467) (2,003)
193,920 105,710

These balances comprise amounts receivable from a number of individual and corporate customers
as well as insurance companies and reinsurance companies mainly operating in the Kingdom of
Saudt Arabia. Arrangements with reinsurers normally require settlement within a certain mutually
agreed period,

The Company classifies balances as ‘past due and impaired’ on a case-io-case basis. An

impairment adjustment is recorded in the statement of insurance operations. It is not the practice of
the Company to obtain collateral over receivables.
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6 PREMIUMS AND REINSURANCE RECEIVABLES, NET (Continued)

Movement in the provision for impairment of receivables is ag follows:

31 Beeember

31 December

2816 20615
SR’ 064 SR
Balance at the beginning of the year 2,003 2,491
Provided / (reversed) during the year 3,464 (488)
Balance at the end of the year 5,407 2,003

The age analysis of premiums and reinsurance receivables arising from insurance contracts is as

follows:

Neither Past due but not impaired

pastdue 103 3t6 Gto12 Abovelz Lostdueand Total

nor _ impaired

. . menths months months months

impaired

SRY00 SR0GO0 SR90G SRO00 SR ‘660 SR 600 SR ‘660
2016 15,185 61,178 104405 14,928 3,631 (5,407) 193,920
2015 54,385 25,101 18,617 7,728 1,872 {2.003) 105,710

31 December 31 Pecember
2016 2015
SR’ 600 SR’000
7 PREPAYMENTS AND OTHER ASSETS
Insurance operations
Prepayments 962 1,206
Margin deposits 1,244 884
Other receivables 1,722 764
4,928 2,854
Sharcholders’ operations
Prepayments 55 86
Accrued income 1,535 272
1,590 358
8 INVESTMENTS

3} Sharehoiders’ operations

This represents investment in Najam for Insurance Services Company {(classified as available for
sale), equity shares, Shari'ah compliant mutual funds, discretionary portfolios and real estate fund
{classified as investment af fair value through income statement "FVTIS™) and sukuk {classified as

held 1o maturity investments),
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8
()

INVESTMENTS (Continaed)

Sharcholders’ operations (continued)

Investments

Available for sale investment

Investments at fair value through income statement (FVTIS)
Investments held fo maturity

The movement during the year is as follows:

Available for sale investment
Balance at the beginning and end of the year

Investments af fuir value through income statement
Balance at the beginning of the vear

Purchased during the year

Sold during the year

Realised gan during the vear (note 17)

Unrealised gain / {loss) during the vear (note 17;
Balance at the end of the year

Investments held to maturity
Balance at the beginning of the vear
Purchased during the vear
Redeemed during the year

Balance at the end of the vear

3F December 2016 31 December 2015
SR’ 000 SRGGY

1,923 1,923

83,379 115,802

14,448 -

59,750 117,725

2 December 2016 31 December 2015
SR’ 900 SR'GG0G

1,823 1,923

31 December 2616 31 December 2015
SR’ 600 SR'060

115,802 32,287

56,937 433,631

(84,860) (348,998)

{2 625

1,512 (1,743)

83,379 115,802

31 December 2016 31 December 2015
SR’ 606 SR000

15,080 -

{552) -

14,448 -

Investments held to maturity have a tenwre of ten years with quarterly partial redemptions, yielding an average

profit rate of SIBORA+ 2.125% (20135: Nil) per annum.

{ii) Insurance operations

The insurance Operations' FVTIS investments have been invested inside the Kingdom of Saudi Arabia in a

Trading Finance Fand:

Investments at faiy value through income statement
Balance at the beginning of the year

Purchased during the vear

Sold during the year

Realised gain during the year

Unrealised gain during the year

Balance at the end of the year

21

31 December 2016 31 December 2013
SR’ 066 SE 000

10,124 -

35,000 10,000

(45,231) .

107 -

- 124

- 1,124
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9 FIXED ASSETS
Insurance operations
31 December 2016
Farniture,
Leasehold mpuier
improvements fittings and f(:ﬁili};;nt Total
office eguipment
SR060 SR’600 SR'060 SR000
Cost
Balance at the beginning of the year 2,777 1,495 10,056 14,328
Purchased during the year 293 220 1,357 1,879
Balance at the end of the year 3,070 1,715 11,413 16,198
Accumulated depreciation
Balance at the beginning of the year 549 487 5,478 6,524
Charge for the year 569 346 2,169 3,684
Balance af the end of the year 1,118 843 7,647 9,608
Net book vahre
31 December 2016 1,952 872 3,766 6.594
31 December 2015
Furniture, fittings
' Eeaschold and office g Cerz'zputer Total
Hnprovements ] equipment
equIpmenst
SRG00 SR'000 SR004 SE'000
Cost
Balance at the beginning of the year 1,847 534 1,477 9,858
Purchased during the year 930 961 2,579 4,470
Balance at the end of the year 2,777 1,495 10,056 14,328
Accumuliated depreciation
Balance at the beginning of the year 208 211 3,522 3,941
Charge for the year 341 286 1,956 2,583
Balance at the end of the yvear 549 497 5,478 6,524
Net book value
31 Becember 2013 2,008 998 4,578 7.804
19 STATUTORY BEPOSIT
31 December 2016 31 December 2015
SR’ 000 SR’ 000
Shareholders’ operations
Statuiory deposit 45,000 45,060

in accordance with the Saudi Arabian Implementing Regulations issued by SAMA, the Company has deposited

an amount equivalent to 10% of its paid up share capital in a bank account designated by SAMA,

This 15 a restricted deposit and cannot be utilized in the operations of the Company.
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11 OUTSTANDING CLAIMS

2} Encurred claims

Insurance operations

Claims paid
Reinsurers” share of claimg paid
Net claims paid

Changes in outstanding claims, IBNR and
other reserves

Changes in reinsurers’ share of outstanding
claims, IBNR and other reserves

Changes in net outstanding claims, IBNR
and other reserves

Fotal incurred elaims

Insurance operations

Claims paid
Reinsurers’ share of claims paid

Net clamms paid

Changes in outstanding claims, IBNR and
other reserves

Changes in reinsurers’ share of outstanding
claims, IBNR and other reserves

Changes in net outstanding claims, IBNR
and other reserves

Total incurred claims

For the vear ended 31 December 2616

Motor General ?rotectfon Total
and savings

SR'066 SRG00G SR’604 SR'090

118,566 57,762 13,573 189,901
(56,45%) £53.323) {16,886} (120,660}
62,115 4,439 2,687 69,241
31,542 59,311 5,988 96,841
{13,427} (57,339) {4,956) (75,722)
18,115 1,972 1,632 21,119
£0,230 6,411 3,719 98,364

For the year ended 31 December 2015

Protection and

Motor Czeneral ) Total
savings
SR009 SR OGG SE000 SRG00
45,013 45,415 8,551 08,979
(20,673 {41,562 {6,934) (69,509
24340 3,513 1,617 29,470
15,147 33,287 2,495 50,529
(8,910 €33,560} {1,602) {44,072}
6,237 (273) 493 6,457
38,577 3,240 2,110 35,927

General segment includes marine, fire, engineering and general accident.
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13

b)

OUTSTANDING CLAIMS (continued)

Qutstanding ciaims

Insurance operations

Motor
- Outstanding ciaims reserve
- Incurred but not reported reserve
- Other reserves

Genersal
- Qutstanding claims reserve
~ Incurred but not reported reserves
-~ Other reserves

Protection and savings
» Cutstanding claims reserve
- Incurred but not reported reserve
- Other reserves

Total cutstanding claims

31 Decerther 2016
Gross Reinsurers Net
share
SR600 SR'H00 SR000

28,297 {11,562) 16,395
24,427 (10,434) 13,993
4,329 - 4,320
73,622 (71,133) 2,489
37,969 (32,252) 5717
513 513
10,679 8275 1,868
4,232 {3,386) 846
183,459 {137,378} 46,081

During the current year, the Company created a provision in respect of premium deficiency, amounting
{¢ SR 3.5 million (2015: SR 3.1 miliion) for all lines of businesses, catastrophic reserve amounting fo
SR 0.3 million (2015: SR 0.3 million) for fire and engineering lines of businesses and data deficiency
reserve SR 1 million (2015: SR 0.04 million) for motor business. The Company created these
provisions based on the assumption that the unearned premiums for these business lines will not be
sufficient to cover the expected claims and other attributable expenses related to the unexpired years of
the policies in force at the statement of financial position date.

Insurance operations

Motor
- Outstanding claims reserve
- Incurred but not reported reserve
- Other reserves

General
- Qutstanding claims reserve
- Incurred but not reported reserves
- Other reserves

Protection and savings
- Qutstanding claims reserve
- Incurred but not reported reserve
- Other reserves

Total outstanding claims

31 December 2015
Gross Reinsurers Net
share
SKR'000 SR600 SR 006
6,886 (2,390 4,496
14,963 (6,520) 8,443
3,653 - 3,653
34,825 (31,107) 3,718
17,571 (14,938 2,633
397 - 397
2,024 (1,620) 404
6,263 {(5,08%) 1,182
36 - 34
86,618 {61,656) 24,962
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12 NET EARNED PREMIUMS

Insurance operations

Gross written premiums

Gross uncarned premiums at the beginning of the year
(ross unearned premiums at the end of the vear

Gross earned premiums

Reinsurance premiums ceded
Excess of loss preminms

Reinsurers’ share of unearned premiums at the beginning of the vear

Reinsurers’ share of unearned premiums at the end of the year

Net earned premiums

For the vear  For the year
ended 31 ended 31
December Brecember
2016 2015
SR'000 SR 000
321,588 220,357
75,941 24 281
{75,403) {75.841)
322,426 168,697
{187,185) (156,074)
(8,077) (3,199}
{195,262) {159,273}
(52,279 {15,507
46,429 52,279
(267,112) {122,561
115314 46,196

13 MOVEMENT IN INEARNED PREMIUM RESERVE

Insurance operations

Balance at the beginning of the year
Premium written during the year
Premium carned during the year
Balance at the end of the year

Insurance operations

Balance at the beginning of the year
Premium written during the vear
Premiom earned during the vear
Balance at the end of the year

31 December 2016

Gross Reinsurers’ Net
share
SR o6 SR’ 090 SR 006
75,941 (32,279 23,662
321,888 (187,185) 134,703
(322,426) 199,035 {£23,391)
75,463 {46.429) 34974
31 December 2013
o Reinsurers’ Net
share
SR 006 SK ) SR 000
24,281 {15,507) 8774
220,357 (159,273 61,084
{168,697) 122,561 £46,196)
75,941 {82.27%) 23,662
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14

13

16

ACCRUED EXPENSES AND OTHER LIABILITIES

Insurance operations

Accrued expenses

Brokers commission

Coinsurance commission

Payable to policyholders

Payable to local and regulatory authorities
Other payables

Shareholders’ operations
Accroed expenses

SHARE CAPITAL

31 Pecember

31 December

2016 2015
SR’000 SR000

3,937 2,914
7,640 4,524

- 5,444

6,441 7,630
3,139 2,768
3,237 724
24,394 24,004
3,819 2,344

The authorised, issued and paid-up share capital of the Company is SR 450 million as at 31 December
2016 (201 5: SR 450 million) consisting of 45 million shares (2015: 45 miilion shares) of SR 10 each,

Post reporting date eveni:

On 15th February, 2017, the board of directors have recommended to the shareholders to reduce the
Company’s share capital from SR 450,000,000 to SR 300,000,000 through writing off accumulated
losses of SR 150,060,000, Due to the capital reduction there is no effect on the Company’s financial
cbligations. The proposed capital reduction is subject to regulatory and shareholders’ approval.

GENERAL AND ADMINISTRATIVE EXPENSES

Insurance operations

Employees costs

Deprociation (rote 9)

Maintenance

Allowance / (reversal) for doubifisl receivables (note 6}
Bad debts written off

Rental

Legal and professional fees

Others

Shareholders’ operations

Legal and professional fees

Directors’ remuneration {note 19

Board and sub-committee attendance {ee (note 19)
QOthers

26

Feor the vear Yor the year
ended 31 ended 31
December 2016 December 2015

SR’000 SR'0G0

34,721 30,567

3,083 2,583

3,514 2,800

3,404 (488}

18 104

1,356 1,212

33 510

2,922 3,533

49,343 40,821

1,201 1,679

1,026 1,020

305 396

718 225

3,244 3,320
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17

18

INVESTMENT AND OTHER INCOME, NET

Shareholders’ operations

For the year For the year
ended 31 ended 31
December 206  December 2015
SR’ 064 SR 006
Investments af fair value through income statement
- Realized (loss) / gain during the year 8¢ij (12) 625
- Unrealizved gain / (loss) during the year 8¢i) 1,512 {1,743)
- Dividend income for the year 19 “
1,519 (1,118)
Investments held fo maturity
- Income from Sukuks 447 -
Available for sale investments
« Dividend income 385 339
Other income
- Income on Murabaha Deposit 4,779 273
Sharcholders’ investment and other income 7,130 {506)
TZAKAT AND INCOME TAX
Zakat

The Company's zakat lability for the year is calculated In accordance with the provisions of Zakat
regulations applicable in the Kingdom of Saudi Arabia.

As the zakat base for the year is higher than the adjusted net income / (loss), the zakat for the year is
calculated at the rate of 2.5% of the zakat base for the year.

The difference between the accounting income and the adjusted net income / (loss) is mainly due to
provisions which are not allowed in the calculation of adjustable net income.

The movement in the Zakat provision for the year is as follows:

For the year For the year
ended 31 ended 31
December 2016  Docember 2015
SR’000 SR 000
Balance at the beginning of the year 1,069 1,497
Zakat charge for the year 3,835 72
Zakat payment made during the vear {687) (1,140)
Advance tax paid during the year (a7 -
Balance af the end of the year 4,200 1,069

The Company has filed its Zakat returns with the General Authority for Zakat and Tax ("GAZT”) for the
period from 9 June 2012 to 31 December 2013, for the year 2014 and for the year 2015 and has obtained
limited certificates. However, final assessments have not yet been made by the GAZT.

Income fax

The Company has incurred a taxable loss during the vyear, therefore, no income fax is charged to the
statement of shareholders” comprehensive income.

27



ALINMA TOKIO MARINE COMPANY
{A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL SFATEMENTS
For the year ended 31 December 2816

19 TRANSACTIONS WITH RELATED PARTIES

19.1 In the ordinary course of business, the Company transacts with related parties. Transactions with related

parties are carried out on an arm’s length basis.

19.2

year and the reiated balances at the end of the year:

Natare of
Transacfien

Insurance premivms
received / receivable

Reinsurance premiums
paid / payable

Claims paid net of recoveries Shareholder

Reinsurance Commission
Agency Commission
Investments

General and administrative
expenses

Bank balances

In addition fo the notes § and 6, following are the details of major related party transactions during the

19.3 Information relating to key management personnel

Short-term bencfits

Long-term benefits

Transactions Balances
For the Forthe
year endted  year ended Asat31 As at 31
31 31 December December
Pecember December 2616 2015
2016 2015
SR066 SR 000 SE'000 SR 009
Related party
Shareholder 33,387 23,986 5,745 4,456
Sharehoider 4,770 5,609 3,29 4,118
15,930 11,585 {70) -
Shareholder 1,121 1,226 - =
Other related party 656 212 136 126
Gther related party 74,363 TO0.227 48,860 115,805
Share holder /
Other related party 3,395 2,830 - 14
Shareholder - - 13,820 15,766
For the year Forthe year
ended 31 ended 31
December  December
2016 2015
SR060 SR 000
6,913 4,091
377 204

Short-term benefits include salaries and allowances whilst jong-term benefits include employees’ end of

service benefiis.
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TRANSACTIONS WITH RELATED PARTIES (Continned)
For the year  For the year

ended 31 ended 31
December December
pALIES 20615
SR06 SR'O00
18.4 Board and sub-committee related expenses:
Board of director’s remuneration LOZ0 1,020
Board and sub-commitiees attendance fee 305 386

20

Board and sub-committees attendance fees represent allowances for attending board and sub-committee
meetings,

RISK MANAGEMENT

The risks faced by the Company and the way these risks are mitigated by management are summarised
below:
Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its commitment associated with
financial liabilities when they fall due. Liguidity requirements are monitored on a monthly basis and
management ensures that sufficient Hquid funds are available to mest any commitments as they arise.

Maturity profiie
31 December 2016

Insurance operations' assets =55 thin - (Dre (an Total

one year ofe Year

SR ra60 SR 600 SR 060
Cash and cash equivalents 4,308 - 4,308
Premiums and reinsurance receivables, net 193,920 - 193,920
Reinsurers” share of cuistanding claims 137,378 - 137,378
Reinsurers’ share of unearned premiums 40,429 - 40,429
Deferred policy acquisition costs 35,438 # 5,438
Prepayments and other agsets 4,928 - 4,928
Investments - = -
Unit Hnked investments 3,471 - 3471
Due from shareholders’ operations - = =

389,872 - 389,872

31 December 2016

Less than More than

Shareholders' assels Total
one year One vear
SR 'og SR 000 SR 060
Cash and eash equivalents 136,602 - 136,002
Investments 49,750 - 96,730
Prepayments and other assets 1,590 - 1,590

Due from a relaled party = .

237 343 - 337,342
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RISK MANAGEMENT (confinued)

Maturity profile (continued)

Insirance operations' assets

Cash and cash equivalents

Premiums and reinsurance receivabies, net

Reinsurers” share of outstanding claims

Reinsurers” share of unearned premiums

Deferred policy acquisition costs
Prepayments and other assets
Investinents

Unit linked investments

Due from shareholders’ operations

Shareholders' assets

Cash and cash eguivalents
Investments

Prepayments and other assets
Due from insurance operations
Due from a related party

Insurance operations’ Habdities

Gross cutstanding ¢laims
Reinsurance balances payable
Accrued expenses and other Habilities
Unit finked liabilities

Sharehoiders' linbilities

Accrucd expenses and other liabilities

30

31 December 2015

Lessthan  More than one '
Total
One year year
SR 000 SR ‘ood SR ‘006G
11,852 - 11,852
105,710 % 108,710
61,856 = 61,636
52,279 = 52,279
3,698 = 3,608
2,854 # 2,854
10,124 s 10,124
1,234 - 1,234
721 - 723
250,128 - 250,128
31 December 2015
Less than Muore than
Total
Orle year one year
SR 060 SR ‘066 SR '06¢
153,963 153,963
117,725 1177728
358 358
i4 14
272,060 - 272.060
31 Decomber 2016
Less than More than
ong year one year Total
SR '0086 SR 606 SR '"000
183,459 - 183,459
82,618 = 82,618
24,394 = 24,394
3,471 - 3471
203,942 - 293,942
31 December 2016
Less than More than .
Total
one year one year
SR 660 SE 000 SR 000
3815 . 3,819
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RISK MANAGEMENT (confinued)
31 December 2015

Insurance operations' liabilities e hag No term Total

one year

SR 000 SR 060 SR '000
Gross outstanding claims 86,618 - 86,618
Reinsurance balances payabie 59,628 - 59,628
Accrued expenses and other liabilities 24,004 = 24,604
Unit linked Habilities 1,507 = 1,507

171,157 - 171.757

Maturity profile {continued)
31 December 2015

Sharcholders' liabilities Less than No tesm Total
one year
SR 000 SR G006 SR ‘006
Accreed expenses and other Habilities 2,344 - 2,344

To manage the lquidity risk arising from above financial lizbilities, the Company holds liguid assets
comprising cash and cash equivalents and investment securities for which there is an active market except
for unguoted equity instruments. These assets can be readily sold to provide additional liquidity when
needed.

Credit risk

Credit risk is the risk that one party 1o a financial instrument will fail to discharge an obligation and cause
the other party to incur a financial loss. For all classes of financial assets held by the Company, the
maximum credit risk exposure to the Company is the carrying value as disclosed in the statement of
financial position. The Company’s credit risk exposure relating fo customers and deposits is mainly
concentrated in Saudi Arabia.

The Company secks to limit its credit risk with respect to customers by following the Company’s credit
control policy and monitoring cutstanding receivables on an ongoing basis in order 1o reduce the
Company’s exposure 16 bad debts. Management estimates specific impairment provision on a case fo case
basis. The Company seeks fo limit its credit risk with respect 10 other counterparties by placing deposits
with reputable banks. The Company enters into reinsurance contracts with reinsurers having minimum
acceptable credit rating by recognized rating agencies that is not lower than BBB (with Standard and
Poor’s) and AA- {with AM Best),

The table below shows the maximum exposure 1o credit risk for the components of the financial position:

31 December 3§ December

2016 2015
SR G0 SR G0G
Insuranece operations' assefs
Cash and cash equivalents 4,308 11,852
Premiums and reinsurance receivables, net 193,920 105,710
Reinsurers’ share of cutstanding claims 137,378 61,656
335 686 179,218

3]
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RISK MANAGEMENT (continued)
31 December 31 December

2416 2015
SR04 SRGOG
Shareholders’ assets
Cash and cash eguivalents 136,902 153,963
Statutory deposit 45,060 45,000
181,062 198,963

Cencentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups
of counterparties whose aggregate credit exposure is significant in relation 1o the Company’s total credit
exposure. The Company’s porifolio of financial instruments is not broadly diversified however,
transactions are entered into with credit-worthy counterparties thereby mitigating any significanmt
concentrations of credit risk.

Market risk and asset liabiliy management

Market risk is the risk that the value of a financial instrument may fluctuate as a result of changes in
market commission rates or the market price of securities or the {nstrument, change in market sentiments,
speculative activities, supply and demand for securities and liquidity in the market.

The Board of Directors of the Company ensures that the overall market risk exposure is maintained at
prudent levels and is consistent with the available capital. While the Board gives a strategic direction and
goals, risk management function related to market sisk is mainly the responsibility of the Investment
Comrmnitiee. The Committee prepares forecast showing the effects of various possible changes in market
conditions related to risk exposures. This risk is being mitigated through proper selection of securities.
The Company maintains a diversified portfolio and performs regular monitoring of developments in
related markets. In addition, the key factors that affect shares and bond market movements are monitored,
including analysis of the operational and financial performance of investees.

Market risk comprises three types of risks: commission rate risk, currency risk, and market price risk.
Commission rate risk

Commission rate risk is the risk that the value of a financial instrument will fluctuate due o changes in
the commission rates.

The Company places deposits which are realisable within three months and more than three months, with
the exception of restricted deposits which are required to be maintained in accordance with SAMA
reguiations on which the Company does not earn any commission. Management Hmifs commission rate
risk by monitoring changes in commission rates in the currencies in which its deposits are denominated,

Less than Gver 5 Nofl“ .
i o 5 years CORIISSION Total
I year years .
bearing
SRG60 SR 009 SR 606 SRG60 SR80
Shareholders’ operations
2010 - 14,448 - 83,579 97,827
2015 - - - 115,862 115,862

There Is no significant difference befween contractual re-pricing and maturity dates,
Foreign currency risk

Foreign currency risk s the risk that the value of a financial instrument will fluctuate due to changes in

foreign exchange rates.
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RISK MANAGEMENT (continued)

Management believes that there is a2 minimal risk of significant losses due o exchange rate fluctuations,
as the Company primarily deals in Saud: Riyais

Market Price Risk

Market price risk is the risk that the fair vahee or future cash flows of financial instruments will fluctuate
because of changes in market prices (other than those arising from commission rate risk or currency risk),
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or
factors affecting all similar financial instruments traded in the market.

The Company's investmenis amounting to SR 97.8 miilion (2015 SR 1158 million) representing
investments in trade finance fund, multi asset fund, discretionary portfolios and equity stocks, are
susceptible to market price sisk arising from uncertainty about the future value of investment securities.
The Company limits this nature of market risk by diversifying its investment portfolic and by actively
mon#oring the developments in markets.

Had all investments, other than commission bearing, been measured at fair values as required by 1AS 39,
Financial Instruments: Recognition and Measurement, the impact of hypothetical change of a +/-10% in
the Net Asset Value of the funds, with all other variables held constant, would impact the sharcholders’
operations by /- SR 9.7 miflion (Z015: SR 11.58 miilion).

The sensitivity analysis presented is based upon the portfolio position as at 31 December 2016.
Accordingly, the sensitivity analysis prepared is not necessarily indicative of the effect on the Company's
assets of future movements in the value of investments held by the Company.

Sensitivity emalysis

The Company believes that the claim labilities under insurance contracts outstanding at the year end are
adequate. However, these amounts are not cerfain and actual payvmenis may differ from the claims
liabilities provided in the financial statements. The insurance claim labilities are sensitive to various
assumptions. It is not possible to quantify sensitivity of specific variable such as legislative changes or
uncertainty in the estimation process. However, the sensitivity to changes in claim liabilities net of
reinsurance by 10 percent is analyzed separately for each class of business while keeping all other
assumptions constant.

2016
Impact of change in claim ligbilities by +/- 10% Net loss Sk rx::::;ijers
SR000 SR*000
Maotor 3471 3.471
Greneral 872 572
Protection and savings 265 265
2015
Impact of change in claim labilities by + / - 10% Net loss Shar;;;‘gm
SR'060 SR°004
Motor 1,659 1,659
General 675 675
Protection and savings 162 162
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RISK MANAGEMENT (continged)
Sensitivity analysis (continued)

A key feature of the lability adequacy testing iz that the effects of changes in assumptions on the
measurement of Habilities and related assets are not symmetrical. Any improvements in estimates have no
impact on the value of liabilities and related assets until the liabilities are derecognised, while significant
deterioration in estimates is immediately recogmised to make the liabilities adequate.

Insurance risk

The risk under an insurance contract is the risk that an insured event will occur including the uncertainty
of the amount and timing of any resulting claim. The principal risk that the Company faces under such
contracts is that the actual claims and benefit payments exceed the carrying amount of insurance liabilities.
This is influenced by the frequency of claims, severity of ¢laims, actual benefits paid being greater than
original estimates and subseguent development of lonp-term claims.

The variability of risks is improved by diversification of risk of loss to a large portfolio of insurance
comtracts as & more diversified portfolio is less likely to be affected across the board by change in any
subset of the portfolio, as well as unexpected outcomes. The variability of risks iy also improved by
careful selection and implementation of underwriting strategy and guidelines as well as the use of
reinsurance arrangemests.

Significant portion of reinsurance business ceded is placed on a quota share basis with retention limits
varying by product lines. Amounts recoverable from reinsurers are estimated in a manner consistent with
the assumptions used for ascertaining the underiying policy benefits and are presented i the statement of
financial position as reinsurance assels.

Abthough the Company has reinsurance amangements, it is not relieved of its direct obligations to iis
policyholders and thus a credit exposure exists with respect {o reinsurance ceded, fo the extent that any
reinsurer is unable to meet its obligations assumed under such reinsurance arrangements,

Re-insurance risk

Similar to other insurance companics, in order fo minimize financial exposure arising from large claims,
the Company, in the normal course of business, enters info agreements with other parties for reinsurance
PUFPOSES.

To minimize ifs exposure o significant losses from reinsurer insolvencies, the Company evaluates the
firancial condition of its reinsurers and monitors concentrations of credit nisk arising from similar
geographic regions, activities or economic characteristics of the reinsurers.

Reinsurers are selected using the following parameters and guidelines set by the Company’s Board of
Directors and Remsurance Committee, The criteria may be summarized as follows:
Minimum acceptable credit rating by recognized rating agencies (e.g. S&P) that is not lower than
BBB or equivalent.
- Reputation of particular reinsurance companies.
- Existing or past business relationship with the reinsurer.

The exception to this rule is in respect of local companies who do not carry any such credit rating. This,
however, is limited to those companies registered and approved by the local insurance regulators.
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REISK MANAGEMENT {continned)

Re-insurance risk {continued)

Furtherrnore, the financial strength and managerial and fechnical expertise as well as historical
performance, wherever applicable, are thoroughly reviewed by the Company and matched against a list of
requirements pre-sef by the Company’s Board of Directors and Reinsurance Committee before approving
them for exchange of reinsurance business,

Freguency and severily of claims

The frequency and severity of claims can be affected by several factors like natural disasters, flood,
environmental and economical, atmospheric disturbances, concentration of risks, civil riots etc. The
Company manages these risk through the measures described above. The Company has limited its
exposure to catastrophic and riot events by use of reinsurance arrangements,

Concentration of insurance risk

The Company monitors concentration of insurance risks primarily by class of business. The maiot
conceniration les in Motor and Group credit businesses.

The Company also moniors concentration of risk by evaluating multiple risks covered in the same
geographical location, For flood or earthquake risk, a complete city is classified as a single location. For
fire and property risk a particular building and seighboring buildings, which could be affected by a single
claim incident, are considered as a single location. Similarly, for marine risk, mulfiple risks covered n a
single vessel voyage are considered as a single risk while assessing concentration of risk, The Company
evaluates the concentration of exposures to individual and cumulative insurance risks and establishes its
reinsurance policy o reduce such exposures to levels acceptable to the Company.

Since the Company operates majorly in Saudi Arabia only, most of the insurance risks relate to policies
written in Saudi Arabia.

Sounrces of uncertainty in estimation of future claim paymenis

The key source of estimation uncerfainty at the statement of financial position date relates to valuation of
owtstanding claims, whether reported or not, and includes expected claims settlement costs. Considerable
adgment by management is required in the estymation of amounts due to policyholders arising from
claims made under insurance confracts. Such estimates are necessarily based on assumptions about several
factors involving varying and possibly significant degrees of judgment and uncertainty and actual results
may differ from management’s estimates resulting in future changes in estimated liabilities. Qualitative
Judgments are used to assess the extent to which past trends may not apply in the future, for example one
off eccurrence, changes in market factors such as public attitude to claiming and economic conditions,

Judgment is further used fo assess the extent to which external factors such as judicial decisions and
government legisliation affect the estimates,

In particuiar, estimates have to be made both for the expected ultimate cost of claims reported at the
balance sheet date and for the expected ultimate cost of claims incurred but not reported (IBNR) at the
balance sheet date. The details of estimation of cutstanding claims and technical reserves are given under
note 11,
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RISK MANAGEMENT (continued)

Process used to decide on assumprions

The process used to determine the assumptions for caleulating the outstanding claim reserve is intended to
result in neutral estimates of the most hikely or expected outcome. The nature of the business makes i very
difficult to predict with certainty the likely owtcome of any particular clatm and the ultimate cost of
notified claims. Each notified claim is assessed on a separate, case by case basis with due regard fo claim
circumstances, information available from survevors and historical evidence of the size of similar claims.
Case estimates are reviewed reguiarly and are updated as and when new information is available.

The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimation of the
cost of settling claims already notified to the Company, in which case infornmation about the claim event is
available. IBNR provisions are initially estimated at a pross level and a separate caiculation is carried out
to estimate the size of the reinsurance recoveries. The estimation process takes into account the past claims
reporting pattern and details of reinsurance programs.

The premium liabilities have been determined such that the total premivm liability provisions (uUnearned
premium reserve and premium deficiency reserve in resulf of Hability adequacy test) would be sufficient to
service the future expected claims and expenses likely to occur on the unexpired policies as of balance
sheet date. The expected future liability is determined using estimates and assumptions based on the
experience during the expired year of the contracts and expectations of future events that are believed to
be reasenable.

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variely of causes associated with
the processes, technology and infrastructure supporting the Company’s operations either internally within
the Company or extemally af the Company’s service providers, and from external factors other than credit,
market and liquidity risks such as those arising from legal and regulatory requirements and generally
accepied standards of investment management behavior. Operational risks arise from all of the Company’s
activities.

The Company’s objective is to manage operational risk so as to balance limiting of financial losses and
damage to its reputafion with achieving its mvestment objective of generating returns for investors,

The primary responsibility for the development and implementation of controls over operational rigk rests
with the Board of Directors. This responsibility encompasses the controls in the following areas:

- requirements for appropriate segregation of duties between various functions, roles and

- requitements for the reconciliation and monitoring of fransactions;

- compiiance with regulatory and other legal requirements;

- documentation of controls and procedures;

- requirements for the periodic assessment of operational risks faced, and the adequacy of controls and
procedures 1o address the risks identified,

- ethical and business standards: and

- risk mitigation, including insurance where this is effective,

Senior management ensures that the Company's staff have adequate fraining and experience and fosters
cffective communication related 1o operational risk management.
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RISK MANAGEMENT (continued)
Regulatory framework risk

The operations of the Company are also subject to regulatory requirements in the Kingdom of Saudi
Arabia. Such regulations not only prescribe approval and monitoring of activities, but also impose certain
restrictive provisions {e.g. capital adeguacy) to minimize the risk of default and insolvency on the part of
the insurance companies to meet unforeseen liabilitics as they arise.

Capital management risk

The Company manages its capital to ensure that it is able fo continue as a poing concern and comply with
the regulator’s capitel requirements of the markets in which the Company operates while maximizing the
return to stakehotders through the optimization of the debt and equity balance. The capital structure of the
Company consists of equity attributable to equity holders comprising paid up share capital, reserves and
accumulated Iosses.

The Company maintains its capital as per guidelines laid out by SAMA in Article 66 fable 3 and 4 of the
Implementing Regulations detailing the solvency margin required to be maintained. The Company shall
maintain sclvency margin equivalent to the highest of the following three methods as per SAMA
Implementing Reguiations:

- Minimum Capital Requirement of SR 100 million
- Premium Solvency Margin
- Claims Solvency Margin

The Company is in compliance with the regulatory requirements and no change has been made to the
capital base or to the objectives, policies and processes for managing capital.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Underlying the definition of fair value
there is a presumption that an eaterprise 18 a going concern without any intention or need 1o liguidate,
curtail materially the scale of operations or undertake a transaction on adverse terms. The Company's
financial assets consist of cash and cash equivalents, premiums and reinsurance receivables, Murabaha
deposit, reinsurance share of outstanding claims, investments and accrued income and its financial
lizhilities consist of reinsurance balance payables, accrued expenses and gross outstanding claims. The fair
values of financial assets and liabilities are not materially different from their carrying values at the
statement of financial position date,

Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or
Habilities that the entity can access at the measurement date,

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are
observable for the asset or Hability, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

Level 3: Fair value measurements using inputs for the asset or liability that are not based on observable
market data {i.e. unobservable inputs).
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21 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued}
The sakle below presents the financial instruments at their fair values based on their fair value hierarchy,

Shareholders’ operations

As at 31 December 2016 Jevel l Level2 Level 3 Fotal

SR000 SRG00 SR’000 SRQ06
Available for sale investment
- Investment in nnguoted equity™ - - 1,923 1,923

Fair valae through income statements
- Investment in multi assets mutual funds,

equity shares and discretionary portfolios 83,379 - - 83,379
Investments held to maturity
Sukuk - 14,448 - 14,448
Total 83,379 14,448 1,923 99,750
As at 31 December 2015 Level 1 Level 2 Level 3 Total
SR 000 SR'006 SR 'GOG SRG00

Fair value through income statements
- Investiment in mult assets mutual funds,

equity shares and discretionary portfolios 115,802 - - 115,802
Available for sale investment
- Investment in equity shares - - 1,923 1,923
Total 115,802 - 1,923 117,725

*As the fair value of the available for sale ungquoted investment is not readily available, thig invesiment is
carried at cost and reviewed annually by the management for impairmest.

Insurance operations

Asg at 31 December 2016 Level 1 Level 2 FLevel 3 Total

SR000 SR600 SR04 SR’G00
Fair vaiue through income statements
- Investment in Trade Finance Fund - - - -

As at 31 December 2615 Level 1 Level 2 Fevel 3 Total

SR G060 SE000 SR 000 SK 600
Fair value through income statements
- Investment in Trade Finance Fund 19,124 - - 10,124

There were no transfers between the levels of fair value hierarchies during the period.

22 BASIC AND PILUTED 1OSS PER SHARE FOR THE YEAR

Basic and diluted loss per shave for the year has been calculated by dividing the net loss for the year by the
weighted average number of oulstanding shares at the year end,

The weighted average number of shares have been refrospectively adjusted for all prior periods to reflect
the bonus element of the rights issue as required by IAS 33, "Earnings per share™ as follows:
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23

BASIC AND DILUTED LOSS PER SHARE FOR THE YEAR {continued)

Year ended Year ended
37 Pecember 3] December

2016 2015

40 ‘000
Issues ordinary shares as at 1 January 45,600 20,000
Adjusted rights issue - 18,540
Effect of rights issve of shares . - -
Weighted average number of shares 43,000 38,540

The weighted average number of ordinary shares for prior vear is computed using an adinstraent factor of
1.70, which is a ratio of the theoretical ex -right price of SR . 22.9 and the closing price per share of SR
39.03 per share on 4th of August, 2015, the last day on which the shares were traded before the rights
issue.

The basic and diluted ioss per share are as follows:

Year ended Year ended
31 December 3] December

2016 2415
SR000 SR'000
Net loss for the vear (17,437) (21,912)
Weighted average number of ordinary shares (restated) 45,000 38,540
Basic and diluted loss per share (restated) (G.387) (0.56%)

CLAIMS DEVELOPMENT TABLE

The following table reflects the net incurred claims including both the net ¢laims notified and incurred but
not reported claims for each accident year at each financial position date together with the cumaulative
payments to date. The development of insurance liabilities provides a measure of the Company’s ability fo
estimate the ultimate value of the claims. The Company aims to maintain adequate reserves in respect of
its insurance business in order to protect against adverse future claims expertence and developments, As
claims develop and the uitimate cost of claims becomes more certain, adverse claims experiences will be
eliminated which resuits in the release of reserves from earlier accident vears. In order to maintain
adequate reserves, the Company will transfer much of this release 1o the current accident vear reserves
when the developmment of claims is less mature and there is much greater uncertainty attached to the
ultimate cost of claims.

Claims trianguiation analysis by accident years for the last four years is set ouf below;

2816
Accident vear 1813 2614 2015 2016 Total
SRO60 SRO00 SR000 SKg04 SR’o00

Estimate of uitimate ¢laims cost
At the end of accident year 6,496 24,167 30918 95,760 157,281
One year later 1,887 4,795 5,699 - 12,381
Two years later 62 641 - - 703
Three years later 34 - - - 34
Current estimate of cumulative

aet ¢laims 8,479 29,603 36,017 93,700 170,399
Cumulative payments te datc {8,439 (29,4403 {33,194 {53,245) {124,318)

Net liability recognised in
the statement of financial position 40 163 3.423 42,453 46,081
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25

CONTINGENT LIABILITIES AND COMMITMENTS

As at 31 December 2016 the Company's banker has issued letters of guarentee of SR 1.24 million
{2015: SR (.88 million) to various customners, motor agencies and workshops as per the terms of their
respective agreements which have been classified under prepayments and other assets i the statement
of financial position. The Company has no capital commitments in 2016 and 2015.

SEGMENT REPORTING

Segment information is presented in respeect of the Company’s business segmenis which are fire,
marine, general accident, engineering, motor and protection and saving based on the Company’s
management and intemnal reporting struciure,

Operating segments do not include shareholders” operations of the Company.

Segment assets do not include cash and bank balances, premiums and reinsurance receivables, due
from sharcholders’ operations, prepayments and other assets and fixed assets,

Segment liabilities do not include reinsurance balance payable, accrued expenses and other habilities
and employees’ end of service benefits.

Segment results do not include general and administrative expenses.

These unallocated assets and liabilities (including the related charges for provision for doubtfu] debis
on premium receivable and depreciation on the property and equipment) are monitored on a

Consistent with the Company’s internal reporting process, operating segments have been approved by
management in respect of the Company’s activities, assets and liabilities. Information disclosed in the
note 1s based on current reporting to the Chief Executive Officer.

The segment results for the year ended 31 December 2016 and 2015 are as follows:

For the vear ended 31 Pecember 2016

Fire Marine Gu?crai Engincering  Motor Prﬂtectf{m Medicat  Total
accident and savings

SR ‘B3¢ SR ‘G0 SR 06F SR 90G SR ‘Gig SR 000 SR 066 SR 00}

REYENUES
Crross written premiums 33,677 38,481 17421 5513 172,893 26,738 7,045 321,888
Reinsurance premiuens coded {82,681) (36,746} (13,764) {8,938 (64,407 {14,650} - (187,185)
Excess 0f loss expenses (169 {9185 (496) {128y (6379 - - {8077y
Not written premiums 826 817 3,161 463 182,112 11,142 7,845 126,626
Net change in unearned premiumg {171 el 471 {183y  (3,B91) X7 2349 (11,310
Net carned premiums 649 1,377 3632 310 92,221 12,325 4,796 115,314
Reinsurance commission eamed

and other Income 5,343 §.088 3487 1.428 533 - - 22,846
Fotal insurance revenues 9,992 9,432 7118 1,738 92,754 12,329 4,796 138,160
CLAIMS AND EXPENSES
Net claims incurred (221} {3.134) 939 (342) (80,231 (3,718) (3693} 90,3610
Policy acguisition costs {3,038y (872 (1,197 (583) (11764} {5F7) (203)  (Ee074
Inspection and supervision fees {258) {184y (86 (22} (864) {142} (187} {1,637}
Change in umit linked ragerves - - - - - {1,964} - {1,964}
Susrenders - - - - - {168) - {160}
Qeher tnderwriting income - - - - 3,014 - - 3984
Net underwriting resulis 5578 4222 £,841 749 3800 5,828 705 27,859
Investment income 1133
Generat and administralive expenses (49,3433
Net deficlt from insurance operations 21,323y
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REVENUES

(iross writien preminms

Retnsurance premilbms coded

Excess of foss expenses

Net written pramiuma

Net change in unerned premiums

Net carned premiums

Reinsurance commizsion earned
and other income

Total insurance rEvenues

CLAIMS AND EXPENSES

Net claims mcurred

Poticy acquisition costs

Ipspection and supervision fees
Change in unit link reserve

(ther underwriting incoms

et underwriting resulis

Favestrnent income

(rencral and administrative expenses
Net deficlt from insurance operations

SEGMENT REPORTING (Continued)

For the year ended 31 Decomber 2013

General

Protection

Fire Marine . Engineering  Motoy i Medical Total
accident and savings
SR oot SR 000 SR o0 SR 000 SR G08 SR G0 SR 008 3K 000
57,517 36,298 13,270 1,826 12,754 12697 - I35
(57,1237 (32,680) {8,235} (7.546) {38,046} {12444} - {136,074}
{73} (681} {856} {61} {1,828} - - {3,190}
in 2937 4,479 219 42,880 10,248 - 61,084
34 {177 {1,049 {951 (12,763 {158} - ($4 BER)
375 2,168 3,430 124 39,017 9999 - 46,196
8,966 6616 2012 562 2,748 - - 18,904
7341 §.776 5,442 680 32,865 8,990 - 65,100
965 {3,132} b {13y  (30,57T) {2,110} - {33,927}
{1,553} {733} {4013 {192} {2,700y {162} - (3,761
{15} {00} {47} amn {2483 {167y - {634}
- - - - - {1,307 - {1,587
- - - - 1,362 - - 1,362
4710 4 801 5,864 452 702 6,104 - 22,633
162
{40821
{18036}

The segment information relating to the statement of financial position as at 31 December 2016 and

2015 is as follows:

ABSETS

Reinsurers” share of outsianding claims
Reinsurers” share of unearned premiums
Deferred policy acquisition costs

Unit link investments

Unallocated assets

Tuotal asseis

LIABILITIES

Gross outsianding claims

{(irpss uneamed premiums
Unearned relnsurance commnission
tnit link Habilities

Unallocated habilities

Fotal Habilities

ASSETS

Reinsurers” share of ontstanding claims
Reinsurers” share of vneamed premiums
Deferred policy acquisition costs

Unit linked investments

Urallocatod assets

Total agsets

As 5t 31 December Hiké

Fire Murine G5 ',ma[ Engincering  Motor Pr(m“fﬂn Medical Foad
accident and saving

SE'ohG SR'e0G SRGNG SR04 SRp60 SRG00 SRO00
66,534 25,753 6,148 4,650 21,336 11,657 - 137,378
12,878 11,695 2944 4,527 9,734 3| - 46,429
1,268 718 £19 334 2,602 [ 99 5,438
- - - - - 3,478 - 3,471
208,746
396,462
68,556 27,3085 7511 5039 57,044 14,618 3,386 183,459
| p Ry} 13 Peird) 4,509 4,907 39,282 82 21,349 15,403
2,572 2,350 1669 835 £37 - - 1003
& = < 4 3 3,478 = 3471
137,126
396462

Ag at 31 December 2015
Fire Marme Ge?era] Engineering Motor Protect}f) o Medicat Towi
accident and saving

Skans  SROpr SRGOD SRO06 SRode SR04 SEO00
27,607 16,113 6,520 1,805 8,910 6,701 - 61,656
271,967 8,885 2,714 7,196 5,253 264 - 52,279
964 568 ) 392 1,383 64 . 3,698
- - - - - 1,234 - 1,234
139,065
2157832
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23  SEGMENT REPORTING (Continued)

As at 31 December 2015

Marine {@crak Enginsering Motor Pwmm.an Medicat Totat
accident and saving
Sgeatg SRM0 SRO00 SR 000 SRO00 SR04 SRO0%
LIABILITIES
Gross outstanding claims 29,871 11,421 9,580 ER 20 25,502 #.323 84,618
(irosg uneamed premams 28239 10.0678 4750 7443 14,800 533 - 74,941
Uncarned insurance commission 2,225 160 1,181 445 . - 8247
Uinit linked Habilities - - = - 1,507 1,507
Unsallocated Jisbilities 85,610
Total labilities 2574937

26 APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements have been approved by the Board of Directors of the Company on Jumada 1
18, 143811 corresponding to February 15, 2017G.



