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INDEPENDENT AUDITORS' REPORT ON REVIEW OF INTERIM CONDENSE,
FINANCIAL INFORMATION -

TO: THE SHAREHOLDERS OF SAUDI ARABIAN COOPERATIVE INSURANCE
COMPANY (A SAUDI JOINT STOCK COMPANY)

Introducton

We have reviewed the accompanging inferim starement of financial position of Ssudi Ambiwn Cooperifive
Insurance Company (A Saudi Joint Stock Company) (the “Company™ us ac 30 June 2017 and the related
interim statement of insutince operations’ surplus, mterim staements of compreliensive incame - insurance
operations and sharcholders’ aperations for the theee and siv. month perinds then ended, the interim
statement of changes in shareholders’ equity and tnterim starements of easly flows - insurance opecannng
shaccholders” operations for she six month period then ended and the relared nores 1t 17 which fon
integgral pact of this mterm condensed fnancial information, The Company's munigement is cesponsible for
the preparaiion and presentation of this mterin condensed fimnenl informanon i1 accordance with
Internarional Accounting Standard 34 “Intenm  Financial Reporting” and Saudi Arabtan Monetary
Authoriry’s (SAMAY gudunce for the nccounting of zakat and mx, Que responsibility is o express a
conclusion on this interim condensed financtal information bised on our review.

Scope of Review

We-conducted our review in accordance with Intemational Standard on Review Engpgements 2410, “Review
of Interim Fiancial Information Performed by the Tndependent Awditor of the Entiy as endorsed in the
Kingdam of Saudi .\rabia. A review of interim financial formation consists of making inquiries, primarily
of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducred in accordance with Inteenutionad
Standards on Auditing that are endorsed in the Kingdom of Suudi Arbia, and consequently does nor enible
us 10 obrain assurance that we would become aware of all significant matters thae mighe be identified in an.
audit. Accordingly, we do not express an audit opinion. '

Conclusion

Based on our review, nothing has come to our atrention thar causes us to believe that the accompanying
intenm condensed financial mformanon as at 30 June 2017 i nor prepared, in all marenil eespects, in
accordance with Inteenationl Accounting Standaed 34 “Interim Financid Reposting” and SAMA guihinee
for the accounting of zakar and tas,
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2017

(All amounts in Saudi Riyals unless othetwise stated)

Note
Insurance operations' assets
Cash and cash equivalents 4
Time deposits 5
Reinsurers' shate of outstanding claims and reserves
Reinsurers' share of unearned premiums
Deferred policy acquisition costs
Premiums and reinsurance balances receivable 6
Held-to-maturity investment 7
Available for sale investment 7
Prepayments and other assets
Due from related parties 8
Property and equipment, nét
Total insurance operations' assets
Shareholders' assets
Cash and cash equivalents 4
"lime deposits 5

Due from insurance opetations
Prepayments and other assets

Statutory deposit

Acerued income from statutory deposit
Total shareholders' assets

Total insurance operations’ and shareholders' assets

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

‘ABDU TAZIZ A, ABUSSUG:

N

MOHAN VARG
CHIEF FINANCIAL OFFICER

30 June 31 December
2017 2016
(Unaudited) (Audited)

63,727,513 70,238,851
179,000,000 149,800,000
355,928,758 379,753,132
115,469,433 44,019,014
30,045,451 "19,644,444
188,555,231 154,838,544
10,000,000 10,000,000
12,879,457 12,943,942
28,736,280 30,397,387
92,642,599 70,057,529
9,274,361 7,027,868
1,086,259,083 948,720,711
63,938,105 1,374,609
196,000,000 264,000,000
34,209,786 15,514,891
511,913 1,643,112
25,000,000 25,000,000
1,115,151 974,660
320,774,955 308,507,272
1407,034,038 — 1,257,227,983
Continyed to p-3

TIASSAN ABDULLA DORAR ALL
PRESIDENT & CEO



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 JUNE 2017

(All amounts in Saudi Riyals unless otherwise stated)

Note

Insurance operations' labilities

Due to shareholders' operations

Gross outstanding claims and reserves
Gross uneatned premiums

Unearned commission income
Reinsurance balances payable

Accrued expenses and other liabilities
Employees' end-of-service benefits
Total insurance operations’ liabilities

Insurance operations' surplus

Insurance operations' surplus distribution payable
Fair value reserve for available-for-sale investment
Total insurance operations' liabilities and surplus

Sharcholders' liabilities

Provision for zakat
Accounts payable

. Return payable on statutory deposit
Total shareholders' liabilities

Sharcholders' equity

Share capital

Statutory reserve
Retained eatnings

10

Total shareholders' equity

Total sharcholders' liabilities and equity

Total insurance operations' liabilities and surplus
and shareholders' liabilities and equity

30 June 31 December
2017 2016
(Unaudited) (Audited)
34,209,786 15,514,891
532,680,011 554,802,588
349,039,667 230,953,341
22,145,107 11,359,320
36,655,816 49,062,978
86,101,449 59,474,255
14,177,543 14,555,491
1,075,009,379 935,722,864
10,950,525 12,634,182
299,179 363,665
1,086,259,083 948,720,711
3,508,258 7,685,943
381,000 1,729,500
1,115,151 974,660
5,004,409 10,390,103
250,000,000 250,000,000
9,623,434 9,623,434
56,147,112 38,493,735
315,770,546 298,117,169
320,774,955 308,507,272
1,407,034,038 1,257,227,983

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

MOHAN VARGH
CHIEF FINANCIAL O

D

ABDULAZIZA ABUSSUU

//Bé) MBER

\

HASSAN AB ULLA DORAR ALI
PRESIDENT & CEO



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' SURPLUS

FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(Al amounts in Saudi Riyals unless otherwise stated)

Revenues

Gross written premiums

Reinsurance preminms ceded

Excess of loss/ stop loss premiums
Net written premiums

Movement in unearned premiums, net
Net eatned premiums

Commission income
Income from investrments
Specral commission income
Other underwriting income
Other (expense) / income
Total insurance revenues

Costs and expenses

Gross claims paid

Reinsurers' share of claims paid

Net claims paid

Movement in outstanding claims; net
Nét claims incurred

Policy acquisition costs

General and administration expenses
Provision for doubtful receivables
Inspection and supervision fees
'Total costs and expenses

Net sutplus for the petiod from insurance opetrations
Shareholders' appropriation from surplus

Net surplus for the period from insurance operations

after sharcholders’ appropriation

Three months period ended

Six months period ended

30 June 30 June
2017 2016 2017 2016
{(Unaudited) {Unaudited) (Unaudited) (Unaudited)
148,936,500 179,145,230 523,851,458 521,502,046
(33,158,291)  (37,340,198) (193,160,971) (181,840,607)
(11,080,843)  (10,942,380) (21,353,427) (13,746,471}
104,697,366 130,862,652 309,337,060 325,914,968
25,086,092 (2,967,002) (46,635,992) (63,716,921)
129,783,458 127,895,650 262,701,068 262,198,047
12,098,992 15,140,422 26,427,706 25,587,337
276,520 414,616 515,045 845,095
299,638 1,474,945 1,436,831 2,421,465
1,169,346 920,538 2,123,961 1,521,576
(60,678) 1,330,061 796,758 2,752,488
143,567,276 147,176,232 294,001,369 295,326,008
135,443,203 112,080,756 231,790,428 249,900,479
(48,812,191  (17,332444) (55,340,592) . (50,368,611)
86,631,012 94,748,312, 176,449,836 199,531,868
1,092,377 (14,735,727) 1,701,795 (16,876,221)
87,723,389 80,012,585 178,151,631 182,655,647
16,880,455 21,291,417 34,109,281 35,464,379
24,040,462 21,138,998 53,987,101 48,113,060
1,183,367 165,974 2,733,692 1,050,935
1,335,367 1,643,617 4,233,397 4,246,827
131,163,040 124,252,591 273,215,102 271,530,848
12,404,236 22,923,641 20,786,267 23,795,160
(1,163,812)  (20,631,277) (18,707,640) (21,415,644}
1,240,424 2,292,364 2,078,627 2,379,516

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

MOHAN VARGH
CHIEF FINANCIAL OFFICER

TN,

ABDULAZIZ A. ABUSSUU
ARD MEMBER

1

HASSAN ABDULLA DORAR ALI
PRESIDENT & CEQ
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(Al amounts in Saudi Riyals unless otherwise stated)

Three months period ended  Six months period ended
30 June 30 June
2017 2016 2017 2016
Note (Unaudited) (Unaudited) (Unaundited) (Unaudited)

Net surplus for the period from insurance operations
after shareholders' appropriation 1,240,424 2,292,364 2,078,627 2,379,516

Other comprehensive income / (loss) :
Items that may be reclassified to statement of insurance
operations’ surplus in subsequent period:

Change in fair value of available-for-sale investments 7 877,662 - (64,485) (1,586,930)

Total insurance operations' comprehensive
income for the period 2,118,086 2,292,364 2,014,142 792,586

The notes on pages 10 to 22 are an integral past of these interim condensed financial statements.

S

 ABDULAZIZ JSSUED
M E‘ \_\lm'g/‘ BOARD MEMBER
MOHAN VARGHESE HASSAN ABDULLA DORAR ALI
CHIEF FINANCIAL OFFICER ¢ PRESIDENT & CEO



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND SIX-MONTH PERIQDS ENDED 30 JUNE 2017

(All amounts in Saudi Riyals unless otherwise stated)

Note

Appropriation of surplus from insurance operations
Special commission income

General and administration expenses

Net income for the period

Other comprehensive income
Change in fair value of available for sale investment
Total comprehensive income for the period

Earnings per share
Basic and diluted earnings per share (in Saudi Riyals) 11
Weighted average number of shares in issue throughout

the peried (in thousands) 1

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

Mﬂ{mﬁ}

MOHAN VARGHESE
CHIEF FINANCIAL OFFICER

Three months period ended Six months period ended
30 June 30 June
2016 2016
(Unaudited (Unaudited and
2017 and restated - 207 restated - Note
(Unaudited) _ Note 16) {Unaudited) i6)
11,163,812 20,631,277 18,707,640 21,415,644
932,803 1,459,741 3,079,095 2,585,811
(584,436) {490,595) (869,944) (733,812)
11,512,179 21,600,423 20,916,791 23,267,643
512,170 21600423 20,016,791 23,267,643
045 0.86 0.84 0.93
25,000 25,000 25,000 25,000
HASSAN ULLA DORAR ALY

f"/ PRESIDENT & CEO



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2017

(Al amounts in Sauds Riyals unless otherwise stated)

" Retained earnings

Statutory  /(accumulated
Note  Share capital reserve losses) Total
Balance as at 1 Januvary 2017 250,000,600 9,623,434 38,493,735 298,117,169
Total comprehensive income for the period - - 20,916,791 20,916,791
Provision for zakat - - (3,263,414) (3,263,414)
Balance as at 30 June 2017 (Unaudited) 250,000,000 9,623,434 56,147,112 315,770,546
Balance as at 1 January 2016 250,000,000 - . (2,722,493 247,271,507
Total comprehensive income for the period - restated 16 - - 23,267,643 25,267,643
Provision for zakat 16 - - (3,050,710) (3,050,710)
Balance as at 30 June 2016 (Unaudited) 250,000,000 - 17,494,440 267,494,440

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements,

ABDU USSUT
m \J BOARD MEMBER
A VIR

MOHAN VARG
CHIEF FINANCIAL OFFICER

o

HASS

'ABDULLA DORAR ALI

PRESIDENT & CEO



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' CASH FLOWS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2017

(Al amounts in Sands Riyals unless otherwise stated)

Note

CASH FLOWS FROM OPERATING ACTIVITIES

Net surplus from insurance operations after shareholders' appropriation

Adjustments for:

Depreciation

Provision for doubtful receivables 6
Provision for Employees' end-of-service benefits

Shareholders' appropriation from surplus

Changes in operating assets and Liabilities:
Reinsurers' share of outstanding claims and reserves
Reinsurers' share of unearned premiums
Deferred policy acquisition costs

Premiums and reinsurance balances receivable
Prepayments and other assets

Due from related parties

Gross outstanding claims and reserves

Gross unearned premiums

Unearned commission income

Reinsurance balances payable

Accrued expenses and other liabilities

Cash from operating activities

Policyholders surplus paid
Employees' end-of-service benefits paid
Net cash from operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

Increase in time deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITY
Due to shareholders' operations, net
Net cash used in financing activity

Net decrease in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period 4

Supplemental non-cash information:
Change in fair value of available-for-sale investments 7

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

\}

% ABDULAZIZ A. ABUSSUU
‘}%\l m\ﬂﬂ/@/\)\ BOARD MEMBER

Six months period ended

30 June
2017 2016
(Unaudited) (Unaudited)
2,078,627 2,379,516
1,695,444 1,795,387
2,735,692 1,050,935
1,293,909 1,351,982
18,707,640 21,415,644
23,824,374 43,724,628
(71,450,419)  (62,068,311)
(10,401,007) (9,598,690)
(36,450,379) (36,379,726}
1,661,107 (20,404)
(22,585,070)  (16,724,212)
(22,122,577) (60,600,850}
118,086,326 125,785,232
10,785,787 9,074,161
(12,407,162) (4,898,615)
26,627,194 8,963,638
32,077,486 25,250,315
(3,762,284) -
(1,671,857) (196,577}
26,643,345 25,053,938
(3,941,938) (1,603,872)
(29,200,000)  (41,306,666)
(33,141,938)  (42,210,538)
(12,745) (4,039,111}
(12,745) (4,039,111}
(6,511,338)  (21,895,711)
70,238,851 76,151,599
63,727,513 54,255,888
(64,485) (1,586,930)

MOHAN VARGHESE ) HASSAN ABDULLA DORAR ALI
PRESIDENT & CEO

CHIEF FINANCIAL OFFICER ,ﬂ"



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' CASH FLOWS
FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2017

(All amounts in Saudi Rijyals unless otherwise stated)

Six months period ended
30 June

Note 2017 2016
(Unaudited) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES
Income before zakat 20,916,791 23,267,643

Adjustments for:

Appropriation of surplus from insurance aperations income {18,707,640) (21,415,644
Changes in operating assets and liabilities:

Prepayments and other assets 1,131,199 (909,700)
Accounts payable (1,348,500) (151,340)
Cash generated from operations 1,991,850 790,959
Zakat paid (7,441,099) (2,904,890)
Net cash used in operating activities (5,449,249) (2,113,931
CASH FLOWS FROM INVESTING ACTIVITIES

Decrease/ (increase) in time deposits 68,000,000 {1,800,000)
Net cash from/ (used in) investing activity 68,000,000 {1,800,000)
CASH FLOWS FROM FINANCING ACTIVITIES

Due from insurance operations, net 12,745 4,039,111
Net cash from financing activities 12,745 4,039,111
Net increase in cash and cash equivalents 62,563,496 125,180
Cash and cash equivalents at beginning of the period 4 1,374,609 359,687
Cash and cash equivalent at the end of the petiod 63,938,105 484,867

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.

ABDULAZIZ A. ABUSSUUD : ‘
___BOARD-ME }
\\/05‘1
MOHAN VARGHESE HASSAN ABDULLA DORAR AL]
CHIEF FINANCIAL OFFICER PRESIDENT & CEQ

r



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(All amounts fn Saudi Riyals unless otherwise stated}
1 ORGANIZATION AND PRINCIPAL ACTIVITIES

Saudi Arabian Cooperative Insutance Company (the “Company”) is a Saudi Joint Stock Company tegistered in the
Kingdom of Saudi Arabia under commercial registration No. 1010237214 dated 7 Shaban 1428H, (cotresponding to 20
August 2007). The registered office addsess of the Company is P.O. Box 58073, Riyadh 11594, Kingdom of Saudi Atabia.
The objective of the Company is to transact coopetative insurance opesations and telated activities in the Kingdom of
Saudi Arabia, Its principal lines of business include all classes of general insurance. The Company was listed on the Saudi
Stock Exchange (“Tadawul”) on 3 September 2007.

The Company has been licensed to conduct insurance business in Saudi Arabia undes co-opetative principles in
accordance with Royal Decree numbered 60/M dated 18 Ramadan 1427H {cotresponding to 11 October 2006), pursuant
to the Council of Ministers resolution number 233 dated 16 Ramadan 1427H (cotresponding to 9 October 2006).

Following the completion of the public offering on 28 May 2007, the Ministry of Commerce and Industry (“MOQCI”)
issued a resolution declating the incorporation of the Company on 21 Rajab 1428H (corresponding to 5 August 2007).

On 29 Shaban 1428H (corresponding to 11 September 2007), the Saudi Arabian Monetaty Agency (“SAMA™) issued a
formal approval to transact insurance business, thus authorizing the Company to commence operations as soon as
product approval and related formalities are completed.

2 BASIS OF PREPARATION

Statement of compliance _

During 2017, SAMA issued a circular number 381000074519 dated 11 Aptil 2017 (cortesponding to 14 Rajab 1438H) (the
“Circular”) and subsequent amendments through certain clarifications relating to the accounting for zakat and income
taxes. The impact of these amendments is that zakat and tax will be recognized in the interim statement of changes in
shareholdess’ equity with a corresponding liability in the interim statement of financial position.

Applying the above framewotk, the interim condensed financial information of the Company as at and for the three and
six month period ended 30 June 2017 have been prepared using the International Accounting Standard 34 - Tnterim
Financial Reposting (“IAS 34”) and SAMA guidance for the accounting of zakat and income taxes.

Until 2016, the interim condensed financial infotmation of the Company were prepared in accordance with the IAS 34.
‘This change in framework resulted in a change in the presentation of zakat and income tax as disclosed in Note 16 to the
interim condensed financial information.

Basis of ineasurement

The interim condensed financial information are prepared under the going concetn basis and the historical cost
convention, except for the measurement at fair value of available-for-sale investment. The Company presents its
statement of financial position in the otder of liquidity.

As requited by the Saudi Arabian Insurance Regulations, the Company maintains separate books of accounts for
Insurance Operations and Shareholders’ Operations and presents the financial statements accordingly. Assets, liabilities,
tevenues and expenses clearly attributable to eithier activity are recorded in the respective accounts. The basis of allocation
of expenses from joint opetations is determined and approved by the management and the Board of Directors.

These interim condensed financial information have been presented in Saudi Riyals being the functional and presentation
currency of the Company.

These interim condensed financial information do not include all the information and disclosures required in the annual
financial staterments, and should be read in conjunction with the Company’s audited financial statements for the year
ended December 31, 2016.

In management's opinion, these interim condensed financial information reflect all adjustments {which include normal
recurring adjustments) necessaty to present fairly the results of operations for the interim petiod presented. The
Company's interitn results may not be indicative of its annual results.

10



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(All amounts in Saudi Riyals unless otherwise stated)

3 NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

Accounting and risk management policies

The accounting and risk management policies adopted in the preparation of these intetim condensed financial
information are consistent with the Company’s audited financial statements for the year ended December 31, 2016,
except for the change in the accounting policy in relation to accounting for zakat and income tax as per SAMA guidance
effective 1 January 2017 (see Note 16) and adoption of the amendments to aa existing standard mentioned below which
has had no material impact on the financial statements of the Company:

Amendments to IAS 7 - “Statement of Cash Flows”, applicable for the annual periods beginning on ot afret 1 January
2017. The amendments require disclosures that enable users of financial statements to evaluate changes in liabilitics
arising from financing activities, including both changes arising from cash flow and non-cash changes

The Company has chosen not to early adopt the following new standards which have been issued but not yet effective
for the Company's accounting years beginning on or after T January 2017 and is currently assessing their impact.
Following is a brief on the new IFRS and amendments to IFRS, effective for annual pedods beginning on or after
Januaey 1, 2017:

a. IFRS 9 - "Financial instruments", applicable for the annual periods beginning on or afierl January 2018, and will be
applied retrospectively with some exemptions. The new standard presents revised guidance on the classification and
measurement of financial assets, including a new expected credit loss model for calculating impairment. IASB had
allowed temporary exemption for companies issuing insurance contracts until 2021 or until the new insutance contracts
standard is applied, if that is earlier.

b. IFRS 17 - “Insurance Contracts”, applicable for the petiod beginning on or after 1 January 2021. The new standard
introduces revised insurance contract measurements principles replacing TFRS 4 "Tnsurance Contracts.

c. IFRS 16 - “Leases™, applicable for the period beginning on ot after 1 January 2019. The new standard eliminates the
current dual accounting model for lessees under IAS 17, which distinguishes between on-balance sheet finance leases and
off-balance sheet operating leases. Instead, IFRS 16 proposes on-balance sheet accounting model.

4 CASH AND CASH EQUIVALENTS

For the putpose of the interim statements of insutance operations’ cash flows and shareholders’ cash flows, cash and
cash equivalents comptise the following:

30 June 2017 31 December 2016
(Unaudited) (Audited)
Insurance Shareholders' Insurance Shareholders'
operations operations operations opetations
Cash in banks 63,684,516 63,938,105 70,217,401 1,374,609
Cash on hand 42,997 - 21,450 -
63,727,513 63,938,105 70,238,851 1,374,609

Cash in banks are placed with counterparties who have investment grade ctedit ratings. As at 30 June 2017, the Company
holds an amount of SR 334,287 (31 December 2016: SR 110,787), in a fiduciary capacity, in tespect of claims to be settled
for a third party insurer. Accordingly, such amount is not accounted for in these interim condensed financial statements.

1



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017
(All amounts in Saudi Riyals unless otherwise stated)

5 TIME DEPOSITS

Time deposits represent deposits with local banks that have investment grade credit ratings and have an original
matutity of more than three months from date of acquisition. The deposits eatn commission at tate ranging from
1.35% to 3.10% per annum (31 December 2016: 2.7% to 3.95% per aanum).

Investment incomeé earned upon maturity of the short-term placements under insurance operations” and
shareholders’ assets recognized duting the six-month period ended 30 June 2017 amouanted to SR 0.3 million (six-
month period ended 30 June 2016: SR 0.4 million).

6 PREMIUMS AND REINSURANCE BALANCES RECEIVABLE

Insurance operations receivables ate comprised of net amounts due from the following:

30 June 31 December
2017 2016
(Unaudited) (Audited)
Premiums receivable 211,092,428 173,413,991
Insurance companies and others 8,252,312 9,480,370
Total premiums and reinsurance balances receivable 219,344,740 182,894,361
Less: Provision for doubtful receivables (30,789,509} (28,055,817)

188,555,231 154,838,544

The movement in the provision for doubtful receivables is as follows:

30 June 31 December
2017 2016
(Unaudited) {Audited)
Beginning balance 28,055,817 22.919,742
Provision made duting the period / year 2,733,692 5,136,075
Ending balance 30,789,509 28,055,817

7 INVESTMENTS
Insurance operations
a. Held-to-maturity investment

As at 30 June 2017 and 31 December 2016, the Company’s investment in Islamic bonds {(“Sukuk™), issued by a local
bank, amounted to SR 10 million comprising of 10 Sukuk denominated at SR 1 million each and a margin
equivalent to 6 month SIBOR plus 130 basis points, having maturity date of 28 November 2017. See also note 12

b. Available-for-sale investment

30 June 31 December
2017 2016
(Unaudited) (Audited)
Beginning balance 12,943,942 14,162,233
Unrealized (loss) / gain from change in fair value (64,485) 1,206,540
Impaitment loss - (2,424,831}
Ending balance 12,879,457 12,943,942

Available-for-sale investment included SR 1.9 million in respect of the Company’s share in the capital of Najm for
Insurance Services Company (“Najm™) which represents 2 3.85% equity holding in Najm. In assessing the
relationship of unobservable inputs to fair value, management considered the Company’s long-term revenue growth
tates. As at 30 June 2017and 31 December 2016, management believes that the carrying amount of the available-fot-
sale investinent is a reasonable estimate of its fair value (Note 12).

12



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(Al amounts in Saudy Ripals unlcss otherwise stated)

8 RELATED PARTY TRANSACTIONS AND BALANCES

Related parties represent major sharcholders, key management personnel of the Company and companies where they are principal
owners and other entities significantly influenced by them. Pricing policies and terms of these transactions are approved by the

Company’s management.
a. Transactions with related parties

The following are the details of major related parties’ transactions during the six-month period ended 30 June:

30 June 30 June
2017 2016
(Unaudited)  (Unaudited)
Related patties Nature of transactions :
Saudi Arabian Insurance Company Amounts received / (paid) on behalf of
B.S.C (C) (Sharcholder) SAICO B.S.C (C), net 18,430 {41,482)
ACE Insurance Agents Limited ("Agent") (Affiliate) Premiums received through Agent 11,683,591 11,267,692
Claims paid through Agent 20,934 7,113
Commission expense 1,597,471 1,606,143
ACE Limited (Affiliate) Premiums and claims, net - (1,443
ACE Insurance and Reinsurance Brokers Limited Premiums received through Broker, net 164,012,499 161,183,604
{("Broker") (Affiliate) Comrmission expense 20,729,408 20,668,964
Premiums ceded through Broler 112,288,453 98,353,737
Commission received 14,522 356 12,853,859
Saudi Arabian Insurance Company Premiums ceded _ 4,262,339 3,652,661
B.3.C () (Shareholder) Comumission received 948,499 813,116

b. Balances with related parties

The above transactions with the related parties resulted in the following balances as at the financial reporting date:

30 June 31 December
2017 2016
Due from / (to) related parties Nature of transactions (Unaudited) (Audited)
ACE Insurance and Reinsurance Brokers Eimited
("Broker") affiliate Insurance operations 77,941,561 57,186,835
ACE Insurance Agents Limited ("Agent") (Affiiate) Insurance operations 13,484,505 11,672,591
Saudi Arabian Insurance Company B.5.C (C) (Shareholder; Insurance operations 906,398 887,968
ACE Limited (Affiliate) Insurance operations 310,135 310,135
92,642,599 70,057,529
Due to related parties
Employees' end-of-service benefits Insurance operations 3,459,986 3,280,841

c. Compensation of key management personnel

Key management personnel of the Company inchude all directors (executives and non-executives) and senior management. The

summary of compensation of key management personnel for the six-month period ended 30 June is as follows:

30 June 30 June
2017 2016
(Unaudited)  (Unaudited)
Short-term benefits 6,787,884 4,353,789
Bonus 2,000,160 1,375,920
Employees' end-of-service bencfits 179,145 - 168,269
8,967,189 5,807,978
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND SIX-MONTH PERIODS ENDED 30 JUNE 2017

(All amounts In Saudi Riyals unless otherwise stated)

10

1

SHARE CAPITAL

As at 30 June 2017 and 31 December 2016, the authorized, issued and paid up share capital of the Company amounted
to SR 250 million divided into 25 million shares of SR 10 each.

BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per shate for the period have been calculated by dividing the total comprehensive income for
the period by the weighted average number of shates in issue throughout the period. Also refer note 16.

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 in the
principal (or the most advantageous) matket between market participants at the measurement date, under current market
conditions regardless of whether that price is directly ohservable or estimated using another valuation technique.

The fair values of the Company's recognized financial instruments are not significantly different from the carrying values
included in the interim condensed financial statements. '

Determination of fatr value and fair value hierarchy
The Company uses the following hieratchy for determining and disclosing the fair value of financial instruments:
Level 1:  Quoted market prices in an active market (that are unadjusted) for identical assets or liabilities,

Tevel 2:  Valuation techniques (for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable); and,

Level 3:  Valuation techniques (for which the lowest level input that is significant to the fair value measurement is
unobservable).

During the six-month period ended 30 June 2017 (for the year ended 31 December, 2016) there were no transfers
between Level 1 and Level 2 fair value measurements, and no teansfers into or out of Level 3 fair value measurements.

The following table summarizes the financial assets recorded at fair value by level of the fair value hierarchy.

As at 30 June 2017 (Unaudited) Insurance opetrations’ assets .
‘ Level 1 Level 2 Level 3 Total
Financial assets :
Held-to-maturity investments _ ‘ - 10,000,000 - 10,000,000
Available-for-sale investments 10,956,377 - 1,923,080 12,879,457
10,956,377 10,000,000 1,923,080 22,879,457
As at 31 December 2016 Audited) Insurance operations' assets
Level 1 Level 2 Level 3 Total
Financial assets _
Held-to-maturity investments - 10,000,000 - 10,000,000
Available-for-sale investments 11,020,862 - 1,923,080 12,943,942
11,020,862 10,000,000 1,923,080 22,943,942

The fait value of the other financial assets and liabilities, not included in the table above, were not materially different
from their carrying values included in the financial statements, :

20



SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
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15

a. Legal proceedings and regulations

The Company operates in the insurance industey and is subject to legal proceedings in the notmal course of business.
While it is not practicable to forecast or determine the final results of all pending ot threatened legal proceedings,
management does not believe that such proceedings (including litigations) will have a material effect on its results and
financial position.

b. Operating lease commitments

Rental expenses under operating leases pertained to leases of office spaces in various locations amounted to S8R 1.3
million for the three months period ended 30 June 2017 (30 June 2016: SR 0.6 million) and SR 2.6 million for the six
months period ended 30 June 2017 (30 June 2016: SR 1.2 million) are recognised in the in the intetim statement of
income - insurance opetations.

Future minimum lease payments under the operating lease arrangements as at the financial reporting date are as follows:

30 June 31 December

2017 2016

Years (Unaudited) (Audited)

2017 837,240 845,738
2018 603,506 -
2019 540,855 -
2020 540,855 -
2021 , 71,126 -
2,593,582 845,738

NET UNDERWRITING SURPLUS

Net undetwtiting sutplus as defined by the management of the Company for the period is as follows:

‘Three months period ended Six months period ended
30 Juae 30 June
2017 2016 : 2017 2016

(Unaudited) {(Unaudited) (Unaudited) (Unaudited)
Net earned premiums 129,783,458 127,895,650 262,701,068 262,198,047
Commission incotne 12,098,992 15,140,422 26,427,706 25,587,337
Other underwriting income 1,169,346 920,538 2,123,961 1,521,576
Policy acquisition costs (16,880,455) = (21,291417) (34,109,281) (35,464,379)
Net claims incutred (87,723,38%) (80,012,585) (178,151,631)  (182,655,647)
Net underwriting surplus 38,447,952 42,652,608 78,991,823 71,186,934

STATUTORY RESERVE

In accordance with the Company’s By-Laws and in compliance with Asticle 70(2){g) of the Tnsurance Implementing
Regulations issued by SAMA, the Company is required to allocate 20% of its net income for the year to the statutory
reserve until it equals the value of share capital and such transfer is only made at year end. The statutory reserve is not
available for distribution to shareholders until liquidation of the Company.
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CHANGE IN ACCOUNTING POLICY

Effective 1 January 2017 following the Circular issued by SAMA in telation to the accounting of zakat and income tax,
the Company amended its accounting policy to charge zakat into retained earnings instead of income frotn operations
within interim statement of comprehensive income - shareholders' operations.

The Company used to charge zakat and income tax through the intetim statement of sharcholder's comptehensive
income. As a result of the Circular, the Company has changed its ptesentation relating to zakat and income tax and now

* has started to charge zakat and income tax directly to the interim statement of changes in shareholders' equity. The

Company has accounted for this change rettospectively which resulted in the increase in total comptehensive income by
Saudi Riyals 1.7 million and 3 million for the three-month and six month petiods ended 30 June 2016.

The effect of change in accounting policy on the comparative for three month and six month petiods ended on 30 June
2016 financtal information is summarized in the table below:

Three month period ended June 30, 2016

Balances, as Effect of Balances, as
previously restatement restated
reported
Total comprehensive income for the perod from shareholders'
operations within interitn statements of comprehensive income -
shareholdess’ operations; and, changes in shareholders’ equity

19,920,751 1,679,672 21,600,423

Provision for zakat presented within interim statement of changes
in shateholders' equity - {1,679,672) {1,679,672)

Basic and diluted eatnings per share in the statement of
comptehensive income -shateholders' operations{in Saudi Riyals)

0.80 0.067 0.86
Six month petiod ended June 30, 2016
Balances, as Effect of Balances, as
previously restatement restated
reported
Total comprehensive income for the petiod from shareholders'
operations within intetim statements of comprehensive income -
shareholders' operations; and, changes in shareholders' equity _
20,216,933 3,050,710 23,267,643

Provision for zakat presented within interim statement of changes
in shareholders' equity - (3,050,710) {3,050,710)

Basic and diluted eatnings per shate in the statement of
compichensive income -sharcholders' operations(in Saudi Riyals)
0.81 0.12 0.93

The above change in accounting policy did not have an impact on interim statetnents of financial position and cash flows
for any of the year/petiod presented.

APPROVAL OF CONDENSED INTERIM FINANCIAL STATEMENTS

These condensed interim financial statements were authorized for issue in accordance with a resolution of the Board of
Directors on 11 Dhul-Qa'dah 1438 H (corresponding to 3 August 2017).
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