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

INTERIM STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2016
{All amounts in Saudi Riyals unless otherwise stated}

31 December 2016 31 December 2015

) Notes {Unaudited) {Audited)
Insurance operations' assets
Property and equipment, net _ 7,027,868 7,046,323
Reinsurers' share of outstanding claims and reserves 379,753,132 418,265,008
Reinsurers' share of unearned premiums 44,019,014 46,845,626
Deferred policy acquisifion costs 19,644 444 22247019
Premiums and reinsurance balances receivable 6 . 154,838,544 132,175,780
Held-to-maturity investment 7 10,000,000 40,000,000
Available-for-sale investment 7 12,943,942 14,162,233
Prepayments and other assets 30,397,387 16,596,270
Due from related parties 8 70,057,529 71,302,320
Time deposits 5 149,800,000 165,000,000
Cash and cash equivalents 4 70,238,851 76,151,589
Total insurance operations’ assets 948,720,711 979,792 178
Shareholders’ assets :
Statutory deposit . 25,000,000 25,000,000 -
Due from insurance operations ) : 15,514,891 10,383,676
Prepayments and other assets 1,643,112 583,100
Time deposits : 5 264,000,000 215,800,000
Accrued income from statutory deposit 974,660 848,893
Cash and cash equivalents 4 1,374,609 359,687
Total shareholders’ assets 308,507,272 252,975,356
‘Total insurance operations' and shareholders’ assets 1,257,227,983 1,232,767,634
Continued to p-3

The notes on pages 10 to 23 are an integral part of these condensed interim financial statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company) )

INTERIM STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2016 (contmued)
(Al amounts in Saudi Riyals unless otherwise stated)

3 December 2016 31 December 2015

Note {Unaudited) {Audited)

Insurance operations’ liabilities

Employees’ end-of-service benafits 14,555,491 9,533,899
Due to shareholders’ operations 15,514,801 10,383,676
Gross outstanding claims and reserves 554,802,588 600,678,115
Gross unsamead premiums 230,953,341 240,004,422
Unearned commission income . 11,359,320 12,121,690
Reinsurance balances payable 49,062,978 47 587,888
Accrued expenses and other liabilities : ) 59,474,255 52,005,974
Total insurance operations’ liabilities 935,722,864 972,315,664
Insurance operations’ surplus ) )
Insurance cperations’ surplus distribution payable 12,634,182 8,318,389
Fair value reserve for available-for-sale investment 363,665 (842,875)
Total insurance operations’ liabilities and surplus ‘ 948,720,711 979,792,178
Shareholders’ liabilities :
Provision for zakat 7,685,943 3,258,956
Accounts payable B 1,729,500 1,580,000
Return payable on statutory deposit : 974,660 848,893
Total sharehclders’ liabilities 10,390,103 5,607,849
Shareholdars’ equity
Share capital 10 250,000,000 250,000,000
Statutory reserve 16 9,623,434 -
Retained earnings / (accumulated losses)} 38,493,735 (2,722 493}
Total shareholders’ equity ] 298,117,169 247,277,507
Total shareholders’ liabilities and equity ' 308,507,272 252,975,356
Total insurance operations’ liabilities and surplus and

shareholders’ liabilitles and equity 1,257,227 983 1,232,767,534

The notes on pages 10 to 23 are an integral part of these condensed interim financial statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS’ SURPLUS
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
(All amounts in Saudi Riyals unless otherwise stated)

Revenues ]

Gross written premiums

Reinsurance premiums ceded

Excess of loss / stop loss premiums
Net written premiums

Movement in unearned premiums, net
Net earned premiums

Commission income
Income from investments
Special commission income
Other income '
Total revenues

Costs and expenses .

Gross claims paid

- Reinsurers’ share of claims paid

Net claims paid

Movement in cutstanding claims and
reserves, net

Net claims incurred

Policy acquisition costs

General and administration expenses

Provision for doubtful receivables
Inspection and supervision fees
Impairment of available-for-sale
investment

Total costs and expenses

Net surplus for the period from
insurance operations

Shareholders’ appropriation from
surplus

Net surplus for the period from
insurance operations after
shareholders’ appropriation

Three months ended
31 December

Twelve months ended
31 December

2016 2015 2016 2015
Notes {Unaudited}) (Unaudited) (Unaudited) (Audited)
119,867,237 110,056,673 801,806,183 888,220,440
(28,091,461) (19,526,780) (238,861,548) (243,062,963}
(16,744,969)  (24,289,859)  (53,815,377) (84,796,467
75,030,807 66,239,234 509,129,257 580,361,010
54,588,394 65,446,778 - 6,224,469 42,088,209.
129,619,201 131,886,012 515,353,726 602,449,219
10,916,717 10,590,006 50,939,911 44,594 545
230,295 721,552 1,373,271 3,110,827
1,552,380 512,254 5,481,417 1,313,085
5,112,284 2525155 11,401,513 10,488,512
147,430,877 146,034,979 584,549,838 661,956,188
90,931,299 127,919,834 432,177,997 482,346,739
{12,357,289) {21,765480)  (81,781,962) (42,151,041}
78,574,010 108,154,344 250,396,035 440,195,698
7,248,575 (11,131,110) (7,363,650) 19,514,079
85,822,585 05023234 343,032,385 459,709,777
17,982,858 16,174,304 71,628,956 65,429,108
23,885,723 19,686,023 96,607,698 82,717,193
6 1,349,772 2,795,718 5,136,075 5,518,935
1,103,698 846,753 7,025,853 7,743,705
7 - - 2,424,831 -
130,144,636 134,526,030 525,855,798 621,118,718
17,286,241 11,508,949 58,694,040 40,837,470
(15,557,617T)  {10,358,055)  (52,824,636)  (36,753,724)
1,728,624 1,150,884 5,869,404 4,083,746

The notes on pages 10 to 23 are an integral part of these condensed interim financial statements.
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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 TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
{All amounts in Saudi Riyals unless otherwise stated}

Three months ended " Twelve months ended
31 December 31 December
2016 2015 2016 2015

: ‘ Nofe (Unaudited) (Unaudited) (Unaudited) (Audited)
Net surplus for the period from

insurance operations after
shareholders’ appropriation 1,728,624 1,150,894 5,869,404 4,083,746

Other comprehensive income /
{loss):
ltems that may be reclassified to
statement of insurance cperations’
surplus in subsequent period:
Change in fair value of available- i .
for-sale investment 7 1,835,875 (842,875) 1,206,540 (842,875)
Total insurance operations’

comprehensive income for the
period 3,564,499 308,019 7,075,944 3,240,871

The notes an pages 10 to 23 are an integrai part of these condensed interim financial staternents.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
{All amounts in Saudi Riyals unless otherwise stated}

Three months ended Twelve months ended
31 December 31 December
2016 2015 2016 2015

Note (Unaudited) (Unaudited) (Unaudited) (Audited)

Appropriation of surplus from

insurance operations . 15,_557,617 10,358,055 52,824,636 36,753,724
Special commission income 2,226,814 717,656 6,558,442 1,247,828
General and adminisiration

expenses {252,719) (216,558) (1,211,539) (1,197.272)
Income before zakat 17,631,712 10,919,153 58,171,539 36,804,_280
Provision for zakat {2,369,858) (1,357,625) (7,331,877) {4,498,734)
Net income for the period 15,161,854 . '9,561,528 50,839,662 32,305,546

Other comprehensive income
items that may be reclassified {0
shareholders’ operations in
subsequent period:

Change in fair value of available-
for-sale investment

Total comprehensive incoms for
the period

15,161,854 9,561,528 50,839,662 32,305,546

Earnings per share -
Basic and diluted earnings per .
share {in Saudi Riyals) " 0.61 0.38 2.03 1.59

Weighted average number of

shares in igsue throughout the :
petiod (in thousands) 1 25,000 25,000 25,000 20,324

The notes on pages 10 to 23 are an integral part of these cond terim financial statements.

) :
¢~ ABDULAZIZ A. ABUSSU /Q,«
BOARD MEMBER
|

MOHAN VARGH ' HASSAN ABDULLA DORAR ALl
CHIEF FINANCIAL OFFICER RES!DENT & CEO




SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Campany)

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE TWELVE-MONTH PERIOD ENDED 31 DECEMBER 2016
{All amounts in Saudi Riyals unless otherwise stated)

Balances as at 1 January 2018

Total comprehensive income for the
period

Statutory reserve

Balances as at 31 December 2016
(Unaudited)

Balances as at 1 January 2015
Paid in capital from rights issue

Rights issue expenses

Total comprehensive income for the
petiod

Balances as at 31 December 2015
{Audited)

16

10
10

250,000,000

Retained
earnings/
Share Statutory {accumulated
Notes capital resarve losses) Total

- (2,722,493) 247,277,507

- 50,839,662 50,839,862

. 9623434 (9,623434) .

250,000,000 9,623,434 38,493,735 298,117,169

100,000,000 (30,037,449) £9,962,551

150,000,200 . - 150,000,600
- - (4,990590) (4,990,590)
- - 32,305,546 32,305,546

250,000,000 - (2722,493) 247,277 507

The notes on pages 10 fo 23 are an integral part of these condensed interim financial statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company}

INTERIM STATEMENT OF INSURANCE OPERATIONS' CASH FLOWS
‘FOR THE TWELVE-MONTH PERIOD ENDED 31 DECEMBER 2016

(All amounts in Saudi Riyals unless otherwise stated)

Cash flows from operating activities
Net surplus from i insurance operations after shareholders
appropriation
Adjustments for:
Deprediation
Provision for doubtful receivables
Employees' end-of-service benefits, net
Shareholders’ appropriation from surplus
Impaiment of available-for-sale investment
Changes in operating assets and liabiities:
Reinsuners’ share of outstanding daims and resenves
Reinsurers' share of uneamed premiums
Defarred policy acquisition costs
Premiums and reinsurance balances recelvable
Prepayments and other asseis
Due from related parties
Gross outstanding claims and reserves
Gross uneamed premiums
Uneamed commission income
Reinsurance balances payable
Accrued expenses and other lisbiliies
Surplus disfribution to policyholders
Net cash from operating activities

‘Cash flows from investing activities
Purchase of property and equipment
Acquisition of held-to-maturity invesiment
Acquisition of available-for-sale investment
Maturity in fime deposits

Net cash from / {used in) investing activities

Cash flows from a financing activity
Due to sharshoders' operafions, net
Net cash used in a financing activity

Net (decrease)/ increass 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

Supplemental non-cash information:
Change'in fair value of available-for-sale investment

The notes on pages 10 to 23 are an integral part of these cond

Notes

7

Twelve months ended
31 December

2016 2015
{Unaudited) (Audited)
5,869,404 4,083,746
3,500,857 3,445 473
. 5,136,075 5,518,935
5,021,502 2,225 493
52,824,636 36,753,724
2,424,831 -
38,511,876 {52,055,058)
2,826,612 18,727,517
2,602,575 1,673,164
(27,798,839) 31,967,749
{13,801,117) (8,279,087}
1,244,741 (23,316,318)
(45,875,527) 71,569,134
{9,051,081) (60,815,721)
(762,370) (3,349,310)
1,475,090 4,278,089
7,468,281 14,584,826
{1,554,611) -
30,063,075 48,912 356
(3,482,402) (3,743,640)
- £10,000,000)
- . {13,082,028)
15,200,000 15,160,386
11,717,598 (11,665,282}
(47,693,421 (30,447,862
(47,693,421 (30,447 ,862)
{5,912,748) 8,799,212
76,151,599 - 69,352,387
70,238,851 76,151,599
1,206,540 (842,875)
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SALDI ARABIAN CODPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' CASH FLOWS
FOR THE TWELVE-MONTH PERIOD ENDED 31 DECEMBER 2016
(All amounis in Saudi Riyals unless ctherwise stated)

Twelve months ended
31 Dacember

2016 2015
Notes (Unaudited) {Audited)
Cash flows from operating activities
Income before zakat : 58,171,539 36,804,280
Adjustment for:
. Appropriation of surplus from insurance operations income (52,824,636} (36,753,724)
Changes in operating assets and labilities:
Prepayments and other assets (1,060,012) - 950,197
- Accrued income from statutory depasit : (125,767) -
Retum payable on statutory depasit 125,767 -
Accounts payable 139,500 757,728
Cash from operations 4,426,391 1,758,481
Zakat paid (2,904,890) (3,208,936)
_ Net cash from / (used in) operating activities i 1,521,501 {1,540,455)
Cash flows from investing activities
" Statutory deposit - (15,000,000)
Increase in time deposits : {48,200,000)  {198,250,000)
Net cash used in investing activities ’ {48,200,000) (211,250,000}
Cash flows from financing activities
Due from insurance operations, net . 47,693 421 30,447 862
Net proceeds from share capital increase : 10 - 145,009,410
Net cash from financing activities 47,693,421 175,457,272
Net increase / (decrease) in cash and cash equ'rva[enls 1,014,922 {37,333,183)
Cash and cash equivalents af beginning of the period _ 359,687 37,692,870
Cash and cash equivalent at the end of the period 4 1,374,609 359,687

The notes pages 10 to 23 are an integral part of these condensed interim financial statements.
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SAUD] ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
(All amounts in Saudi Riyals unless otherwise stated)

ORGANIZATION AND PRINCIPAL ACTIVITIES

Saudi Arabian Cooperative Insurance Company (the “Company”) is a Saudi Joint Stock Company registered in the
Kingdom of Saudi Arabia under commercial registration No. 1010237214 dated 20 August 2007
(corresponding to 7 Shaban 1428H), The registerad office address of the Company is P.O. Box 58073,
Riyadh 11594, Kingdom of Saudi Arabia. The objective of the Company is to transact cooperative insurance
operations and related 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 (corresponding to 21 Shaban 1428H).

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

Following the completion of the public offefing on 28 May. 2007, the Ministry of Commerce and Industry
("MCI" issued a resolution declaring the incorparation of the Company on 5 August 2007 (corresponding to 21
Rajab 1428H).

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

BASIS OF PREPARATION

The condensed interim financial statements for the three-month and twelve-month periods ended 31 December 2016
have been prepared in accordance with International Accounting Standard - 34 "Interim Financial Reporiing” (IAS - 34).
Accordingly, these condensed interim financial statements are not intended fo be a presentation in conformity with
accounting standards generally accepted in the Kingdom of Saudi Arabia, ie., in accordance with Standard of Inferim
Financial Reporting issued by the Saudi Organization fer Certified Public Accountants.

The condensed interim financial statements do not include all the information and disclosures required in the annual
financial statements and should be read in conjunction with the Company's annual financial statements for the year
ended 31 December 2015.

The condensed interim financial statements are prepared under the going concern 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 order of iquidity.

As required by Saudi Arabian insurance regulations, the Company maintains separate accounts for Insurance Operations
and Sharehclders’ Operations and presents the financial statements accordingly. The physical custody of all
assets related to the Insurance Operations and Shareholders’ Operations are held by the Company. Revenues
and expenses clearly attributable to either activity are recorded in the respective accounts. The basis of allocation
of other revenue and expenses from joint operations is determined by the management and Board of Directors.

NEW STANDARDS, AMENDMENTS AND INTERPRETATION

The accounting policles used in the preparation of these condensed interim financial statements are consistent
with those used In the preparation of the Company's annual financial statements for the year ended 31
December 2015, except for the adoption of new standards and amendments to existing standards effective for
the annual period beginning 1 January 2016, which had no financtal impact on the condensed interim financial
statements of the Company:

a. Annual improvements 2014 - These set of amendments, effective for annual periods beginning on or after
January 1, 2016, impacts the following standards:

» IFRS 5, ‘Non-current assets held for sale and discontinued operations’ regarding methods of disposal

¢ |IFRS 7, 'Financial instruments: Disclosures’, (with consequential amendments to IFRS 1) regarding
servicing contracis

* |AS 19, 'Employee benefits’ regarding discount rates

» |AS 34, 'Interim financial reporting’ regarding disclosure of information

10



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

NOTES TO THE CONDENSED !NTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
(Al ameounts in Saudi Riyals unless otherwise stated)

NEW STANDARDS, AMENDMENTS AND INTERPRETATION (continued)

b. Amendment to IAS 1, 'Presentation of financial statements’ on the disclosure initiative - These
amendments are as part of the |IASB initiative fo improve presentation and disclosure in financial reports.
Effective for annual periods beginning on or after 1 January 2016, subject to European Union
endorsement.

In addition to the above, the Company has chosen not to early adopt the following standards:
* |FRS 9 - Financial instruments (effective on or after January 1, 2018)
* IFRS 15 - Revenue from contracts with customers (effective on or after January 1, 2018)
= IFRS 16 - Leases (effective on or after January 1, 2019)

CASH AND CASH EQUIVALENTS

For the purpose of the interim statements of insurance operations’ cash flows and shareholders' cash flows,
cash and cash equivalents comprise of the following:

31 December 2016
{Unaudited)

31 December 2015
{Audited)

Insurance  Shareholders'
operations operations

Insurance  Sharsholders'
operations operations

Cash in banks 70,217,401 1,374,609 45,921,325 359,687
Cash on hand 21,450 - 32,136 -
Short-term deposits - - 30,198,138 -

70,238,851 1,374,609 76,151,589 359,687

Cash in banks and shori-term deposits are placed with counterparties who have investment grade credit
ratings. The short-term deposits, which are denominated in Saudi Riyals, are made for varying periods of
between one day and three months depending on the immediate cash requirements of the Company.

As at 31 December 2016, the Company holds an amount of Saudi Riyals 110,787 (31 December 2015: Saudi
Riyals 60,518) in a fiduciary capacity, in respect of claims to be settled for a third party insurer. Accordingly,
such amount is not accounted for in these condensed Interim financial statements.

TIME DEPOSITS

Time deposits represent deposits with local banks that have investment grade credit ratings and have an
originai maturity of more than three months from date of acquisition. The deposits earn commission at an
effective commission rate of 3.58% per annum (31 December 2015: 0.80% to 1.10% per annum),

Investment income earned upon maturity of the short-term placements under insurance operations’ assets
recognized during the twelve-month period ended 31 December 2016 amounted to Saudi Riyals 0.3 million
{Twelve-month period ended 31 December 2015: Saudi Riyals 0.6 million).

FREMIUMS AND REINSURANCE BALANCES RECEIVABLE
Insurance operations receivables are comprised of net amounts due from the following:

31 December 31 December

2016 2015
{Unauditad) {Audited)
Premiums receivable 173,413,991 150,542,916
Reinsurers and others 9,480,370 4,552,606
Total premiums and reinsusance balances receiveble 182,894,361 155,085,522
Less: Provision for doubfful recelvables (28,055,817) (22,919,742)

154,838,544 132,175,780

11



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

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)

FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016

(All amounts in Saudi Riyals unless otherwise stated)
PREMIUMS AND REINSURANCE BALANCES RECEIVABLE (continued)

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

31 December 31 December
2016 2015
{Unaudited) (Audited)
Beginning balance 22,919,742 17,400,807
Provision made during the period / year 5,136,075 5,518,935
Ending balance 28,055,817 22,919,742

INVESTMENTS

a. Held-to-maturity investment

As at 31 December 2018 and 2015, the Company's investment in Islamic bonds ("Sukuk®), issued by a local
bank, amounted to Saudi Riyals 10 million comprising 10 Sukuk denominated at Saudi Riyals 1 million each

and a margin equivalent to 6 month SIBOR plus 130 basis points.

b. Available-for-sale investment

31 December 31 Dacember
2016 2015

{Unaudited) {Audited)
Beginning balance 14,162,233 1,923,080
Additions - 13,082,028
Unrealized gain / {loss) from change in fair value 1,206,540 (842,875)
Impairment loss (2,424,831) -
Ending balance 12,943,942 14,162,233

Available-for-sale investment includes investment of Saudi Riyals 1.9 million in respect of the Company’s
share in the capital of Najm for Insurance Services Company (“Najm") which represents a 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 rates. As at 31 December 2016 and 2015, management believes
that the carrying amount of the availahle-for-sale investment is a reasonable estimate of its fair value

{Note 12).

During the twelve-month period ended 31 December 2016, the Company recognized an impaiment loss
amounting to Saudi Riyals 2.4 million, charged to insurance operations’ surplus, due to significant decline in

the value of available-for-sale investment below cost under insurance operations' assets,

12



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

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
{All amounis in Saudi Riyals unless otherwise stated)

RELATED PARTY TRANSACTIONS AND BALANCES

Relatad parties represent major shareholders, key management personne! 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 three-month and twelve-month
periods ended 31 December:

Three months ended Twelve months ended
Related parties Nature of transactions 31 December 31 December
2016 2015 2016 2015
(Unaudited) (Unaudited) {Unaudited} {Audited)
Amounts received / (paid)
Saudi Arabian on behalf of SAICO BSC,
Insurance Company ~ Net {2,028,145) 10,050 (1,607,158}  (1,205135)
B.S.C. (C){"SAICO  Premiums received 21,999 (2,843) 3,717,338 3,530,304
BSC”) (Shareholder) Commission expense 7,866 (640) 830,585 788,615
Premiums received through
ACE Insurance Agents Agents 3416,154 12,157,231 2221 8,948 46,722,458
Limited ("ACE Agents")Claims paid through Agent - {1,642) 9,191 3,150
(Affiliate) Commissicn expense 497,776 1,228,686 3,220,840 5,040,724
ACE Limited (Affiliate) Premiums and claims, net - - (1,443) -
Premiums received through
Brokers, net 26,291,889 24,162 478 203,448,098 204,013,168
ACE Insurance and Commission expense 3,845,426 3,449,009 27,152,453 17,195,903
Reinsurance Brokers Premiums ceded through
Limited (“ACE Brokers 2,980,325 1,022,203 102,171,798 99,692,396
Brokers"} (Affiliate) Commission received 413,221 226,117 13,377,587 3,659,768

b. Balances with related parties

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

31 December 31 December

2016 2015
Due from / (to) related parties Nature of transactions (Unaudited) {Audited)
ACE Brokers Insurance operations 57,186,835 63,394,202
ACE Agents Insurance operations 11,672,591 15,412,992
SAICO BSC Insurance operations 887,968 2,495,126
ACE Limited Insurance operations 310,135 -

70,057,529 71,302,320

¢. Compensation of key management personnel

Key management personnel of the Company include all directors (executives and non-executives) and senior
management. The summary of compensation of key management personnel for the three-month and twelve-
month periods ended 31 December is as follows:

Three months ended Twelve months ended
31 December 31 December
2016 2015 2016 2015
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Shorttem benefits 1,523,862 2,040,032 7,401,514 6,857,915
Bonuses - - 1,375,920 479,250
Employees' end-cf-service benefits 84,135 59,616 336,538 238,464

1,607,997 2,090,648 9,113,972 7,575,629
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
{All amounts in Saudi Riyals unless otherwise stated)

SEGMENT INFORMATION

Consistent with the Company's internal reporting process, operating segments have been approved by
management in respect of the Company's activiies, assets and liabillties as stated below. Segment results
do not include general and administration expenses, provision for doubtful receivabies, inspection and
supervision fees and other income.

Segment assets do not include insurance operafions’ property and equipment, prepayments and other
assets, due from related parties, premiums and reinsurance balances receivabie, time deposits and cash and
cash equivalents. Accaordingly, they are included in unallocated assets.

Segment liabilities do not include Insurance cperations’ due to shareholders’ operations, due to related
parties, employees’ end-of-service benefits, reinsurance balances payable and accrued expense and other
liabilities. Accordingly, they are included in unallocated liabilities.

Shareholders' Funds is a non-operating segment. Income eamed from time deposits is its only revenue
generating activity. Certain direct operating expenses and other overhead expenses are allocated to this
segment on an appropriate basis. The deficit or surplus from the insurance income' is allocated to this
segment on an appropriate basis.

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

No inter-segment transactions occurred during the year. If any transaction were o occur, transfer prices
between operating segments are set on an arm's length basis in a manner similar to transactions with third
parties. Segment income, expense and results will then include those transfers between operating segments
which will then be eliminated at the level of financial statements of the Company. As the Company carries out
its activities entirely in the Kingdom of Saudi Arabia, reporting is provided by operating segments only.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
{A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
(All amounts in Saudi Riyals unless otherwise stated)

SHARE CAPITAL

The Company held an extraordinary general assembly meeting of its sharsholders on 31 May 2015
{corresponding to 13 Shaban 1436H) at which the shareholders approved an increase in the authorized share
capital of the Company from Saudi Riyals 100 million to Saudi Riyals 250 million through a rights issue of
Saudi Riyals 150 million via a three stage process between 9 June 2015 {corresponding to 22 Shaban 1436H)
and 29 June 2015 (corresponding to 12 Ramadan 1436H), which included bidding for shares left unsubscribed
by rights' holders (the ‘Rump Shares”) by certain Institutional Investors through a process outlined in the
rights issue prospectus as approved by the Capital Market Authority. All legal formalities were completed
during the twelve-month period ended 31 December 2015.

As at 31 December 2016 and 2015, the authorized, issued and paid up share capital of the Company
amounted to Saudi Riyals 250 million divided into 25 million shares of Saudi Riyals 10 each. The related rights
issue expenses amounting to Saudi Riyals 4.9 million were charged to accumulated losses account in the
shareholders' equity during the three-month peried ended 31 December 2015.

See also Note 11 for the weighted average number of shares, as adjusted after taking into effect the rights
issued during the year, used in the calculation of basic and diluted earnings per share.

BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted earnings per share for the period have been calculated by dividing the total comprehensive
income for the pericd by the weighted average number of shares in issue throughout the period.

The weighted average number of crdinary shares have been retrospectively adjusted due to the rights issue of
15 million shares during 2015 and has been calculated using an adjustment factor of 1.565. The adjustment
factor was determined using the following:

a, Theoretical ex-right price of Saudi Riyals 15.73 per share; and,
b. The closing price per share of Saudi Riyals 24.33 per share at 28 June, 2015, which is the last trading
date befere the rights issue,

The weighted average number of shares is calculated as follows:
Three months ended Twelve months ended

Note 31 December 31 December
2016 2015 2016 2015

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Weighted average number of shares
outstanding before rights issue (in

thousands) 10,000 10,000 10,000 10,000
Effects of rights issued (in
thousands) 15,000 15,000 15,000 10,324

Weighted average number of shares
outsianding after rights issue (in
thousands) 10 25,000 25,000 25,000 20,324

FAIR VALUES 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 advantagecus) market between market pariicipants at the measurement
date, under current market conditions regardless of whether that price is directly observable or estimated using
another valuation technique.’

The fair values of the Company's recognized financial instruments are nat significantly different from the
carrying values included in the condensed interim financial statements.

Determination of fair value and fair value hierarchy

The Company uses the following hierarchy 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,

« Level 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 leve! input that is significant to the fair value
measurement is unobservable).
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FOR THE THREE-MONTH AND TWELVE-MONTH PERIODS ENDED 31 DECEMBER 2016
(All amounts in Saudi Riyals unless otherwise stated)

FAIR VALUES OF FINANCIAL INSTRUMENTS (continued)
During the thrae-month and tweive-month periods ended 31 December 2018 and twelve-month period ended
31 December 2015, there were no transfers between Level 1 and Leve! 2 fair value measurements, and no
transfers into or out of Leve! 3 fair value measurements.
The following table summarizes the financial assets recorded at fair value by level of the fair value hierarchy.
As at 31 December 2016 (Unaudited) . Insurance operations’ assets
Level 1 level 2 Level 3 Total
Financial assets
Available-for-sale invesiment 11,020,862 - 1,923,080 12,943,942
As at 31 December 2015 (Audited) Insurance operations’ assets
Level 1 Level 2 Level 3 Total
Financial assets
Held-to-maturity investment - 10,000,000 - 10,000,000
Available-for-sale investment 12,239,153 - 1,923,080 14,162,233
12,239,153 10,000,000 1,923,080 24,162,233
The fair values of other financial assets and liabllities, not included in the table above, are not materially
different from the carrying values included in the condensed interim financial statements.
CONTINGENCIES AND COMMITMENTS
a. Legal proceedings and regulations
The Company operates in the insurance industry and is subject to legal proceedings in the normal course of
business. While it is not practicable to forecast or determine the final results of all pending or threatened legal
proceedings, management does not befieve that such proceedings (including litigations) will have a material
effect on its results and financial position.
b. Operating lease commitments
Rental expenses under opsrating leases pertained to leases of office spaces in various locatians for the three-
month and twelve-month periods ended 31 December 2016, amounted to Saudi Riyals 0.7 million and Saudi
Riyals 2.5 million, respectively, (Three-month and twelve-month periods ended 31 December 2015: Saudi
Riyals nil and Saudi Riyals 1.8 million, respectively) are recognized in the interim statement of insurance
operations' surplus. Fulure minimum lease payments under the operating lease arrangements as at the
financial reporting date are as follows:
Years 31 December 31 December
2016 2015
(Unaudited) {Audited)
2016 - 2,411,547
2017 845,738 619,150
845,738 3,030,697
NET UNDERWRITING SURPLUS
Net underwriting surplus as defined by the management of the Company for the pericd is as follows:
Three months ended Twelve months ended
31 December 31 December
2018 2015 2016 2015
(Unaudited) (Unaudited) (Unaudited) (Audited)
Net earned premiums 129,619,201 131,686,012 515,353,726 602,449,219
Commission income 10,916,717 10,590,006 50,939,911 44,584,545
Other underwriting income 1,293,616 745,885 3,913,388 1,362,385
Net claims incurred (85,822,585)  (85,023234) (343,032,385) (459,708,777)
Policy acquisition costs (17,982,858)  (16,174,304)  (71,628,956) (65,429,108}
Net underwriting surplus 38,024,091 31,824,365 155,545,684 123,267,264
RECLASSIFICATIONS
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The following reclassifications have been made to the comparative figures to confirm with the current period
presentation:

a. Accrued income from statutory deposit, previously included in prepayments and other asset under
shareholders’ assets, amounling to Saudi Riyals 848,893, has been presented as a separate line item in
the shareholders' assets; and,

b. Return payable on statuiory deposit, previously included in accounts payable under shareholders’ liabilities,
amounting to Saudi Riyals 848,893, has been presented as a separate line item in the shareholders’
liabilities.

16. STATUTORY RESERVE

In accordance with its by-laws, the Company shall allocate 20% of its net income each year, after absorption of
accumulated losses, to a statutory reserve until it has built up a reserve equal to the share capital.

During the twelve-month period ended 31 December 2016, the Company transferred Saudi Riyals 9.6 million.
This reserve is currently not available for distribution to the sharsholders of the Company.

17. 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 an 15 January 2017 (corresponding to 17 Rabi Al-Thani 1438H), as authorized for issue
by SAMA,
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