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Report on review of interim financial information

To the shareholders of AXA Cooperalive Insurance Company:
(A Saudi Joint Stock Company)

Introduction

We have reviewed the accompanying interim statement of financial position of AXA Cooperative
Insurance Company (a Saudi Joint Stock Company) (the “Company”) as of 30 September 2017 and the
related interim statements of insurance operations’ income and accumulated surplus, insurance
operations’ comprehensive income, shareholders’ operations and shareholders’ comprehensive income
for the three-month and nine-month periods then ended and the interim statements of changes in
shareholders’ equity, insurance operations’ cash flows and shareholders’ cash flows for the nine-month
period ended 30 September 2017 and notes, comprising a summary of significant accounting policies
and other explanatory notes. Management is responsible for the preparation and presentation of this
condensed interim financial information in accordance with International Accounting Standard 34 -
“Interim Financial Reporting" (“IAS 34™) and Saudi Arabian Monetary Authority’s (“SAMA"™) guidance
on accounting for zakat and income tax. Our responsibility is to express a conclusion on this
condensed interim financial information based on our review,

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of interim financial information performed by the independent auditor of the entity”, as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information 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 conducted
in accordance with International Standards on Auditing, as endorsed in the Kingdom of Saudi Arabia,
and consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Aceordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying condensed interim financial information is not prepared, in all material respects, in
accordance with IAS 34 and SAMA’s guidance on accounting for zakat and income tax.

PricewaterhouseCoopers International Accountants
P.O. Box 467 P.O. Box 18025
Dhahran Airport 31932 Riyadh 11415
Kingdom of Saudi Arabia Kingdom of Saudi Arabia

L[]
Bader I. Benmohareb Khalid Ali Ibrahim Otain
License Number 471 2 November 2017 License Number 373
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AXA COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)
INTERIM STATEMENT OF FINANCIAL POSITION

(All amounts expressed In Saudi Riyals thousands unless otherwise slatad)

INSURANCE OPERATIONS' ASSETS

Cash and cash equivalents

Short-term deposits

Premiums and [nsurance balances racsivable - nat
Relnsurers shara of uneamed premiums
Reinsurers' shara of outstanding clalms and reserves
Deferrad palicy acquisiiion costs

Avallable-lor-sale invesimenis

Prepayments and other raceivable

Long-term deposils

Held-to-maturily investments

Fumiture, fidures and equipment

Intangible - computar sofware

TOTAL INSURANCE OPERATIONS’ ASSETS

SHAREHOLDERS' ASSETS

Cash and cash equivalenis
Short-tarm deposils
Available-lor-ssle invesiments
Prapayments and other recaivable
investment return on stalulory deposit
Long-term deposils

Hald-1o-maturity Invesiments

Goodwlil on acquisition of insurance portfolio
Dus from insurance operations
Statutory deposlt

TOTAL SHAREHOLDERS' ASSETS

TOTAL INSURANCE OPERATIONS' AND
SHAREHOLDERS' ASSETS

Note

The sccompanying notes are an integral part of this condensed nlerim financial information.

CFO

As at
30 September 2017 31 December 2016
{Unaudited) {Audited)
123,866 132,662
612,872 380,074
274,789 122,672
55,070 28,078
138,214 105,318
34,627 19,130
218,384 134,810
18,071 18,456
103,380 7,500
78,839 75,000
6,966 8,070
9,013 1.084
1,574,080 1,038,752
10,000 60,000
164,500 160,488
3,278 2,366
2,451 1,858
156,000 116,250
60,000 60,000
§0,000 50,000
68,891 25,448
45,000 45,000
559,160 521 389

2,133,250 __ 1,560,141
{Continued}
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION (Continued)

{All amounls expressed In Saud! Riyals thousands unigss otherwise stated)

A9 at

Note 30 September 2017 31 December 2016
(Unaudited} {Audited)

INSURANCE OPERATIONS' LIABILITIES AND

ACCUMULATED SURPLUS

Reinsurance balances payable 6b 84,394 33,647
Gross unearmed pramiums 511,020 290,295
Gross gutstanding claims and raserves 768,627 587,152
Advance premiums 4,665 7,339
Unearned rainsuranca commission income 8,373 5,424
Accrued and othar liabililles 102,121 88,206
Due lo shereholder's operations 68,891 25,448
3,713 3,534

Due 1o a related party 6b
Employss benefit obligations 24,566 22,402

Total Inaurance operations’ Tlabllitles 1,664,369 1,031,437

Accumulated sumlus from insurance operations 9,717 8,198

Fair vaiue reserve on available-for-sale Investments 4 (883)
Total insurance operations’ accumulated surplus 8,724 7,315
TOTAL INSURANCE OPERATIONS' LIABILITIES AND

ACCUMULATED SURPLUS 1,674,090 1,038,752

SHAREHOLDERS' LIABILITIES AND EQUITY

Shareholders’ {labilities

Zaket and Incoms tex payab e 24,387 18,961
Accrued and other liabllitles 637 1,020
Commission payab'e on statutory deposiis 2,481 1,858
Total shareholders’ llabilities 27,615 21,840
Shareholders’ equity

Share capital 10 450,000 450,000
Statutory raserva 9 17,817 11.150
Falr value reserve 718 830
Perlomance share reserve 11 826 640
Retained earnings 62,524 36.929
Total shareholders' equity 531,645 499,549
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY 569,160 521,389
TOTAL INSURANCE OPERATIONS' LIABILITIES AND

ACCUMULATED SURPLUS, SHAREHOLDERS'
LIABILITIES AND EQUITY 2,133,250 1,560,141
CONTINGENCIES 13
The accompsnying notes are an integral par of this condensed ‘nlerim financial information _b(\uv
N R — o
Paul Adamson Ganyt Babar Al Khan
Chlef Financial Officer

Managing Direclor Chief Exacutive Officer
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)
(NTERIM STATEMENT OF INSURANGCE OPERATIONS' INCOME AND ACCUMUALTED SURPLUS

(ANl amounts expressed in Saudi Rlyals thousands unless otharwise siated)

Thres-month Three-month Nine-month Nine-month
period ended period ended  period ended  perlod ended

30 September 30 September 30 September 30 September

Note 2017 2018 2017 2016
{Unaudlted} {Unaudited) {Unaudited) (Unaudited)

REVENUE
Gross premiyms wnten 8a 369,251 387,053 1,310,426 1.036,348
Less' relnsurance premiums ceded (35,197) {40,726) (184,311) (78,529)
Net premiums written 334,054 348,327 1,126,115 850,819
Changas in uneamed pramiums, net {33,742) (81.717) (194,733} (177,148)
Net premiums eamed 300,312 264,610 931,382 782,671
Relngurance commissions 5,762 4,354 18,820 12,009
Total revanue 306,064 268,884 951,302 794 880
COSTS AND EXPENSES
Gross claims paid and othar
expensss 202,607 205,891 640,489 582,316
Relnsurers’ share of claims paid __ {'s,828) _ (8.034) (49,094) (34,400}
Nat cleims paid 186,679 197,657 §91,385 547,916
Changes in cutstanding claims
and reserves, net 51,162 18,120 186,677 95,708
Net claims incurred 68 237,841 216,777 757,972 643,624
Policy acquisition costs 26,183 18,185 75,104 §3,523
General and adminisirative expenses  6a 37,092 20,756 94,989 77,541
Total costs and expenses 300,118 264,728 928,065 774,888
Operating surplus 5,948 4,236 23,237 19,982
Commigsion Income 4937 5.306 16,249 12,087
Surpilus fram Insurance operations 10,885 9,542 39,486 32,078
Shareholders' appropriation of
surplus (9,796) {6.588) (36,537) (28,871)
Insurance operations' surplus afier
shareholders' appropriation of
surplus 1,089 954 3,949 3208
Accumulated surplus, beglinning of
the pariod 8,628 761 8,198 5,357
Surpius distributed during the paricd . (996) {2,430} (996)
Accumulated surplus, end of the
period 9,717 7 569 9,717 7.568

/‘l»efccampanymg notes are an Inlegral part of this condensed Interim firancial Information

ok Weese .

Babar Al' Khan
Chlef Financial Officer

Gary Lewin
Chief Executive Officer

5

Paul Adamson
Menaging Director
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AXA COOPERATIVE INSURANGE COMPANY

(A Saudt Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' COMPREHENSIVE INCOME
{All amounts expressed In Saudl Riyals thousands uniess otherwise stated)

Three-month  Three-month Nine-month Nine-month
period ended period ended poriod ended perlod ended
30 September 30 Septamber 30 Septembar 30 September

Note 2017 2016 2017

2016

(Unaudited)  (Unaudited)  (Unsudited)  (Unaudited)

Insurance operations’ surplus
after shareholders’
appropristion of surplus 1,088 954 3,949

OTHER COMPREHENSIVE INCOME:

Iltems that may subseguently be
reclassified to statement of
insurance operations' Income
and accumulated surplus

Changes in fair valus raserve for
sva lable-for-sale investmenils, net 7 {834) 873 887

3208

1,011

Total comprehensive income for
the period 26§ 1,827 4,836

4.210

The accompenying notes are an :ntegral part of this condensed interim financial nfarmation.

Pau Adamson Gary Lewin Babar Al Khan

Managing Dwector Chief Exacutive DHicer Chief Financlal Officer



AXA COOPERATIVE INSURANCE COMPANY

{A Saud Jont Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' OPERATIONS
{All amounts expressed In Saud! Riyals thousands uniess otherw:se sialed)

Net surplus transferred from
Insurance operations

Commiss on income

General and admin strative
expenses

Shareholders' net Income for
the period

Weighted average number of
outstanding shares ('000')

Baslc and diluted
eamings per share
{Saudl Riyals)

Three-month  Thres-month Nine-moanth Nine-month

perlod ended  period ended  period ended period ended

30 September 30 September 30 September 30 September

Note 2017 2018 2017 2016
{Unaudited) (Unaudited) (Unaudited) (Unauditad)

9,796 8 588 35,537 28,871

7 3,161 3.041 9,214 6,344
{366) (435) (1.059) (1.251)

12,594 11,194 43,682 33,8684

45,000 45,000 45,000 45,000

15 0.28 025 0.97 075

The accompanying noles are an intagral part of this condansed Interim firancial information

N\ \

Paul Adamson
Manag ng Director

& %% ”
GeryTewin '

Chief Executive Officar

v

N

Babar All Khan
Chie! Financial Officer



AXA COOPERATIVE INSURANCE COMPANY

(A Saud Joint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS’ COMPREHENSIVE INCOME
{All amounts expressed in Saudi Riyals thousands unless olherwise stated)

Threa-month Nine-month
period ended period ended
Three-month 30 September  Nine-manth 30 September

period ended w/ 2016 period ended 2016
30 September (Restated -see 30 September {Restated - ses
Note 2017 Note 2) 2017 Note 2)

(Unaudited)  (Unaudited) (Unaudited)  (Unaudited}

Shareholders’ net income lor period 12,691 11,184 43,692 33.964

Changes In fair value ressrve for
svallable-for-sale invesiments, nat 7 30z {1.853) (112) (438)

Total comprehansive Income for
the period 12,893 9,241 43,580 33,525

The accompanying noles are an Integral pant of this condsnsad inlerim financial Information.

/\ZA\XA% qu

Paul Adamson ~Gary Lewin Babar All Khan
Managing Director Chiel Execulive Officer Chief Financial Officer
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AXA COOPERATIVE INSURANCE COMPANY

(A Saud Joint Stock Company)
INTERIM STATEMENT OF INSURANCE OPERATIONS' CASH FLOWS
(Al amounts expressed n Seudi Riyals thousands un ess otherwise stated)

Nine-month Nine-month
period ended perlod ended
30 Septembar 30 Sepiember
Note 2017 2018
(Unauditad) {Unaudited)
Cash flows from operating activities
Net result from Insuranca operations 3,948 3,208
Adiustments (o reconcile surplus from ingyrance
j h fi i 'vi
Sharsholders’ appropriation of surplus from insurance
Operalions 35,637 28,871
Amoriization of premium on avallable- for-sale Investments 7 59 12
Accretion of the d scount on available-for-sale investments 7 (98} (69)
Depreciation 1,893 1,997
Amortization of intangibles 1,541 1,485
42,881 35,504
in jgbtilies.
Premiums and insurance balances recsivab's, nel {162,117) (163,719)
Reinsurers' share of yneamed prem.ums (25,992) 5,683
Relnsurers' share of outstanding claims and reserves (32,698) 1,551
Defarred policy acquishion costs (15,497} {9,884)
Prepayments and other receivable 386 (9.827)
Recaivable {rom related parties - (2424)
Due from shareholders' operations - 88,088
Relnsurance batances payable 60,847 {13.820)
Dafarred ralnsurance commission 2,949 574
Gross uneamed premiums 220,725 171 456
Gross oulstanding cialms and reserves 199,476 94.174
Advanca premiums (2,674) .
Accruad expanses ang other liabiities 15,8286 30 483
Dus to gshareholder's operations 7,806 26 478
Due to a related party 179 {100)
Employse benefit obligations 2,163 1,278
Surplus contribution pald (2,430} (886)
Net cash Inflow from operating activities 311,727 264,500
Cash flows from Investing activitles
Short-term deposits (132,798} (91.502)
Purchase of furniture fixtures and equipment (2,717) (1.308)
Proceeds from sale of available-for-sale investments 7 19,045 70
Purchase of evallable-far-sale Investments 7 (101,703) (8.756)
Held 1o maturity (3,838} -
Long term deposit (96,880} (20.000)
Purchasa of intangible assels {2,511) (2,144)
Net cash outflow from investing activities (320,523) (123,638)
Net Increase In cash and cash equivalents (8,796) 140,862
Cash and cash equivalents, beginning of the period 132862 _ 44280
Cash and cash aquivalents, end of the period 3 123,866 185,148
le cagh fMow inf: atlon;
Non-cash investing activity:
Unrealzed Iair valus changes on svailable-for-sale Investments 7 887 1011
ndensed inlerim financial information ’p\’\
W y

(-nagsccom anying notes are an inlegral part of thi
SAN \A‘ﬂ <
—

Paul Adamson 3
Managing Diractor Chiel Executive Officer

Babar Al: Khan
Chief F:nancie! Officer
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Jont Stock Company)
INTERIM STATEMENT OF SHAREHOLDERS' CASH FLOWS
{All amounts expressed in Saudi Riyals lhousands unless olherwise stated)

Nine-month Nina-month

perlod ended period ended

30 September 30 September

Note 2017 2016
{Unaudited) (Unaudited)

Cash flows from operating activitles

Shareholdars’ nel income for the penod 43,892 33,984

Adivstments to reconcile net income to pat cash from

gpenaling activiies'

Performance share raserve - charge during tha pariad 320 -
impairmant (oas on availabla for sale Invesimanis 7 az7 2,379
Amortization of premium on available for sale

nvestments 7 122 33
Accretion of the discount on available for sale
investments 7 (48) {132)
Approprialion of surplus fram insurance operations {36,637) (28,871)
9,376 7,373
it

Prepayments and other recaivable {6,895} (1.508)

Zakat and income tax psid {6,131) {887)

invesiment retumn on statutory deposit 4,350 {563)

Commission on statutory deposil payable {4,350} 563

Dua to ingurance operations 35,637 (26,478)

Dua from insurance operations {43,443} (98,088)

Accrued and other | abllifies 4,600 {251)

Net cash outflow from operating activities (6,8686) (118,647)

Cash flows from Investing actlvities

Short-term deposits 50,000 20,000

Long lerm deposit {38,750} (45,000)

Purchase of avallable-for-sale investments 7 (31,108) (5.432)

Proceeds from disposal of avallable-for-sals

invesiments 7 26,058 3,620

Nat cash inflow (outflow) from Investing activitles 6,203 (26,812)

Cash flows from financing activities

Performance share reserva - settlement (247) -

Net change In cash and cash equivalents . (146,459)

Cesh and cash equivalents, beginning of the pancd - 146,458
Cash and cash equivalents, end of the period 3 - -

Supplemental cash flow Information;
Non-cash operating activity:
2Zakat and Income tax charged to shareholders'

comprehensive Income (11,567) (8.879)

Non-cash Investing activity:
Unrealized fair valug changes on available-for-sale
investments, net 7 (112) (438)

\
mco anying notes are an integral part of this sondensed interim financial informaw
e
\ oamw—m <= :
= Babar All Khan

Chief Financial Officer

Paul Adamson

n
Managing Director Chief Exaculiva Officer

11



AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

General information
Legal status and principal activities

AXA Cooperative Insurance Company (the “Company”} is a Saudi joint stock company established in the
Kingdom of Saudi Arabia by the Royal Decree number M/36 dated 27 Jumada || 1429H (1 July 2008) (date of
inception). The Company was incorporated vide Ministerial Order number Q/192, dated 10 Jumada 1l 1430H,
(3 June 2009) (date of incorporation). The Company is registered in the Kingdom of Saudi Arabia under
commercial registration number 1010271203 issued in Riyadh on Rajab 20, 1430H (13 July 2009). The
Company's registered address is P.O. Box 753, Riyadh 11421, Kingdom of Saudi Arabia.

The principal activities of the Company are to engage in cooperative insurance operations and related activities
including reinsurance activities in accordance with the Law on Supervision of Cooperative Insurance (the
“Law"), the Company's by-laws and other regulations promulgated in the Kingdom of Saudi Arabia. The
Company obtained licence from the Saudi Arabian Monetary Authority (“SAMA”) to practice general and heaith
insurance and reinsurance business in the Kingdom of Saudi Arabia vide licence number. TMN/25/20101, dated
Safar 11, 1431H (corresponding to 26 January 2010). The Company has commenced insurance operations on
Rabi' | 4, 1431H (corresponding to 18 February 2010) after obtaining full product approval for certain products
and temporary approval for the remaining products. During 2016, the Company obtained approval for the

remaining products.
Summary of significant accounting policies

Significant accounting policies applied in the preparation of this condensed interim financial information are set
out below. These policies are consistently applied for all periods presented.

2.1 Basis of preparation

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

Applying the above framework, the condensed interim financial information of the Company as at and for the
three-month and nine-month periods ended 30 September 2017 have been prepared using the International
Accounting Standard 34 - Interim Financial Reporting (“IAS 34") and SAMA guidance for the accounting of zakat

and income tax.

Until 20186, the condensed interim financial information of the Company was 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 2.2) to the condensed interim financial information.

As required by the Law, the Company maintains separate accounts for insurance operations and shareholders’
operations and presents the financial statements accordingly. The physical custody and title 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 expenses
from joint operations is determined by management and the Board of Directors of the Company.

In accordance with the requirements of the Implementing Regulations for Co-operative Insurance Companies
(the “Regulations”) issued by SAMA and as per the by-laws of the Company, surplus arising from the insurance
operations is distributed as follows:

Transfer to shareholders’ comprehensive operations 90%
Transfer to insurance operations' accumulated surplus 10%

100%

If the insurance operations result in a deficit, the entire deficit is bome by the shareholders’ operations. The
accompanying condensed Interim financial information include all adjustments comprising mainly of normal
recurring accruals considered necessary by the Company’s management to present a fair statement of the
financial position, results of operations and cash flows.

12




AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017

(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

Summary of significant accounting policies (continued)

2.2 Accounting policies

The accounting policies used in the preparation of this condensed interim financial information are consistent
with those used in the preparation of the annual audited financial statements as at and for the year ended 31

December 2016, except for:

(a) The Company used to charge zakat and income tax to the interim statement of changes in shareholders'
equity through the interim statement of shareholders’ comprehensive income. As a result of the Circular, the
Company has changed its presentation relating to zakat and income tax and 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 retrospectively, which has resulted in an increase in the total shareholders’ comprehensive
income by Saudi Riyals 9.9 million for the period ended 30 September 2016. The above change has not resulted
in any changes in any of the components of the shareholders' equity of prior periods presented earlier; and

(b) The adoption of certain amendments and revisions to existing standards as mentioned below, which have
no significant financial impact on the condensed interim financial information of the Company. This condensed
interim financial information should therefore be read in conjunction with the audited financial statements for
the year ended 31 December 2016. The results of the interim period are not indicative of the results of the full

statutory financial year.

Standard Description

Amendments to IAS 1
Amendments to IFRS 11
IFRS 14

Amendments to IAS 16

Amendments to IFRS 10 and IAS 28

Amendments to |AS 27

Disclosure initiative

Accounting for acquisitions of interests in joint operations
Regulatory deferral accounts

Property, plant and equipment

Investment entities: Applying the consolidation exception
Equity method in separate financial statements

Annual improvements 2014

The adoption of the above standards did not have any impact on the accounting policies, financia! position or
performance of the Company.

The Company’'s management decided not to choose the early adoption of the following new and amended
standards and interpretations issued which will become effective for the period commencing on or after 1

October 2017:

Standard
Amendments to IAS 7
Amendments to IFRS 4
Amendments to IAS 12
Amendments to IFRS 2

IFRS 9

IFRS 15
IFRS 16
IFRS 17
IAS 40

IFRIC 22
IFRIC 23

Annual improvements 2014 - 2016

Description

Statement of cash flows

Introduction of overlay approach and a deferral approach
Deferred tax assets related to debt instruments
Clarification on how to accounts for certain types of share-based
payment transactions

Financial instruments

Revenue from contracts with customers

Leases

Insurance contracts

Investment property, relating to transfer of property
Foreign currency transaction and advance consideration
Uncertainty over income tax treatments

13




AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

Summary of significant accounting policies (continued)

2.3 Use of estimates in the preparation of condensed interim financial information

The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. It also requires management to exercise its judgment in the process of applying the
Company's accounting policies. Changes in assumptions may have a significant impact on the financial
statements in the period the assumptions changed. Management believes that the underlying assumptions are
appropriate and the Company's condensed interim financial information present fairly, in all material respects,

the financial position and results of operations.
2.4 Financial risk management

The Company's activities expose it to a variety of financial risks: market risk (including commission rate risk,
currency risk, fair value interest rate risk and price risk), credit risk and liquidity risk.

The condensed interim financial information does not include all financial risk management information and
disclosures required in the annual financial statements and therefore should be read in conjunction with the
Company’s audited financial statements for the year ended 31 December 2016. There have been no changes
in the risk management department or in any risk management policies since the year end.

2.5 Seasonality of operations

There are no seasonal changes that affect insurance operations.

Cash and cash equivalents

Insurance operations Shareholders’ operations
30
30 September 31 December September 31 December
2017 2016 2017 2016
(Unaudited) (Audited)  (Unaudited) (Audited)
Cash in hand and at bank 61,116 20,269 - -
Time deposits 62,750 112,393 - -
123,866 132,662 - -

Cash at banks are placed with counterparties that have investment grade credit ratings. As of September 30,
2017, deposits were placed with local banks with original maturities of less than three months from the date of
placement and earned financial income at 1.45% to 1.70% (31 December 2016: 0.65% to 1.85%) per annum.

Premiums and insurance balances receivable, net

30 September 31 December

2017 2016

(Unaudited) (Audited)
Receivable from insurance intermediaries 106,458 68,467
Receivable from policyholders 168,656 60,190
Receivable from reinsurance companies 24,485 19,435
299,599 148,092

Less: provision for doubtful debts (24,810) (25,420)
274,789 122,672
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(Al amounts expressed in Saudi Riyals thousands unless otherwise stated)

Zakat and income tax matters

Components of zakat base

Significant components of zakat base of the Company principaily comprise of shareholders' equity at the
beginning of the period, adjusted net income and certain other items.

Provision for zakat and Income tax

Provision for Zakat has been made at 2.5% of approximate zakat base attributable to the Saudi shareholders
of the Company. Local shareholding used for the purpose of zakat base calculation is 66%.

Provision for income tax has been made at 20% of the adjusted net income attributable to the foreign
shareholders of the Company. Foreign shareholding subject to income tax is 34%.

Status of zakat and tax assessment

During 2014, the General Authority of Zakat and Tax (“GAZT") has issued assessments for the years from 2009
to 2012 amounting to Saudi Riyals 11.6 million, which was subsequently reduced to Saudi Riyals 8.5 million.
The Company filed an appeal against the assessment of GAZT for the additional demand arising out of various
disallowances from years 2009 to 2012 with Preliminary Appeal Committee (“PAC"). As per the decision of
PAC, the liability was reduced to Saudi Riyals 4.87 million. The appeal against PAC’s decision is currently

pending for hearing with Higher Appeal Committee.

The GAZT has issued assessments for the years 2013 and 2014 with additional liability amounted of Saudi
Riyals 5.3 million and Saudi Riyals 6.3 million respectively. The Company filed appeal against GAZT'’s initial
assessment and has obtained limited certificates for these years. Zakat and income tax assessments for 2015
and 2016 are currently under review by the GAZT.

Related party matters

Related parties represent major shareholders, directors and key management personnel of the Company and
entities controlled, jointly controlled or significantly influenced by such parties. Pricing policies and terms of

these transactions are approved by the Company’s management.

a) Related party transactions

The following are the details of the major related party transactions during the period:

Three - month Three - month  Nine - month  Nine - month

period ended period ended period ended period ended

30 September 30 September 30 September 30 September

Nature of transactions 2017 2016 2017 2016

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Insurance operations

Gross premiums written 33,859 30,603 53,006 49,912
Net claims paid 6,575 6,534 21,805 23,928
Reinsurance ceded 11,860 15,915 36,227 37,710
Reinsurers' share of outstanding claims 3,023 4,169 8,656 12,977
Reinsurance commissions 953 903 2,834 3,001
Expenses charged by related parties 322 992 1,346 1,597
Remuneration of key management

personnel 1,961 1,972 7,978 5,898
Contribution to provident fund - 706 726 706

Shareholders’ operations
Directors remunerations 290 290 820 850

The transactions with related parties are carried out at commercial terms and conditions. Compensation to key
management personnel is on employment terms and as per the by-laws of the Company.
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

Related party matters (continued)
b) Related party balances

i} Premiums and insurance balances receivable

30 September 31 December

2017 2016

(Unaudited) (Audited)

Premium receivable from related parties 15,978 17,380
Less: provision for doubtful debts (9,263) (2,481)
6,715 14,899

i) Due to a related party
Due to a related party represents amounts payable to AXA Insurance Gulf B.S.C (c.).

ill} Reinsurers' balances payable

Reinsurers' balances payable include Saudi Riyals 30 million (31 December 2016 - Saudi Riyals 16.45 million)

payable to related parties.
Investments
Available-for-sale investments

Available-for-sale investments include the following:

Insurance operations Shareholders’ operations
30 September 31 December 30 September 31 December
2017 2016 2017 2016
(Unaudited) (Audited) (Unaudited) (Audited)
Govemment bonds 124,253 70,990 72,929 72,744
Other bonds 75,967 49,090 68,943 68,815
Mutual funds 18,174 14,730 - -
Equity investments - - 22,628 18,907
218,394 134,810 164,500 160,466

The equity investments include investment in 1,923,078 shares of Najm for Insurance Services (Najm) (2016:

1,923,078 shares) which are stated at nil value (31 December 2016: Nil).
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)
NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017

(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

Investments (continued)

Available-for-sale investments (continued)

The movement in these available-for-sale investments is as follows:
insurance operations

30 September 31 December

Shareholders' operations

30 September 31 December

2017 2016 2017 2016
(Unaudited) (Audited) (Unaudited) (Audited)
Balance, beginning of the
period / year 134,810 85,008 160,466 123,338
Purchases during the
period / year 101,703 50,666 31,106 43,195
Sold during the period / year (19,045) (71) (26,059) (8,620)
Amortization of premium on
available-for-sale investments (59) (92) (122) (176)
Accretion of the discount on
available-for-sale investments 98 27 48 44
impairment - - (827) (3,128)
Unrealised fair value
changes, net 887 (728) (112) 813
Balance, end of the
period / year 218,394 134,810 164,500 160,466

Held-to-maturity investments - Insurance operations

Held-to-maturity investments at 30 September 2017 and 31 December 2016 comprise of the following:

Type of Maturity

security iSsuSE period Profit margin
General Authority

Sukuks of Civil Aviation I 10 years 3.21%
Saudi Electricity

Sukuks Global 10 years 3.47%

Held-to-maturity investments - shareholders’ operations

Type of Maturity

security Issuer period Profit margin
General Authority

Sukuks of Civil Aviation Il 10 years 3.21%
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Book value net of
amortization

30 September 31 December
2017 2016

(Unaudited) (Audited)

60,000 60,000
18,839 15,000
78,839 75,000

Book value net of
amortization

30 September 31 December
2017 2016

(Unaudited) (Audited)
60,000 60,000




10.

11.

12,

13.

AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(All amounts expressed in Saudi Riyals thousands uniess otherwise stated)

Statutory deposit

In accordance with the Regulations, the Company is required to maintain a statutory deposit of not less than
10% of its paid-up capital. The statutory deposit is maintained with a Saudi Arabian bank and can be withdrawn

only with the consent of SAMA.

Statutory reserve

In accordance with the Law on Supervision of Cooperative Insurance Companies, the Company is required to
transfer not less than 20% of its annual profits, after adjusting accumulated losses, to a statutory reserve until
such reserve amounts to 100% of the paid-up share capital of the Company. This reserve is not available for
distribution to the shareholders until the liquidation of the Company.

Share capital

The authorized, issued and paid up share capital of the Company is Saudi Riyals 450 million at 30 September
2017 (31 December 2016: Saudi Riyals 450 million) consisting of 45 million shares (31 December 2016: 45

million shares) of Saudi Riyals 10 each.
Performance share reserve

AXA Group (the “Group”) has introduced a performance share based plan for employees of AXA entities world-
wide which is designed to reward them for their role in achievement of the entities’ long-term objectives. This
scheme incentivizes employees after completion of certain number of years with the Company, with shares of
AXA Societe Anonyme (“AXA SA”) without any cost to employees. These shares are issued outside Saudi
Arabia and employees have the right to receive at the settiement date, a certain number of AXA SA shares
based on the achievement of performance criteria defined by AXA SA and vesting period. The Company
absorbs cost of these shares under a group recharge arrangement, paid directly to AXA SA.

At the balance sheet date, the Company recognised changes in reserve of Saudi Riyals 0.8 million (31
December 2016: Saudi Riyals 0.64 million) in respect of performance shares. During the period, the Company
recognised an expense of SAR 0.3 million (30 September 2016: Nil) in the interim statement of shareholders’

operations in respect of performance shares.
Goodwill on acquisition of insurance portfolio

This represents goodwill recognized on acquisition of insurance portfolio and net assets of AXA Insurance Saudi
Arabia B.S.C (c). The Company received approval from SAMA on 15 Dhul-Qadah 1433H (corresponding to
October 1, 2012} to transfer insurance portfolio from AXA Saudi Arabia Holding W.L.L. (formerly AXA Insurance
Saudi Arabia B.S.C.c) at a total consideration of SR 106.57 million. During 2015, the Company met payment
conditions imposed by SAMA and received approval for payment of SR 50.0 million in respect of initial
consideration to AXA Saudi Arabia Holding W.L.L. which was recognized as goodwill being the excess of
consideration paid and the net assets acquired. The remaining amount of Saudi Riyals 56.57 million which was
recorded as contingent liability was accordingly relinquished.

Contingencies

The Company has provided bank guarantee in favour of the General Authority for Zakat and Tax (“GAZT") of
Saudi Riyals 4.87 million against the settiement of zakat and income tax from 2009 till 2012. The Company has
issued various other bank guarantees for an amount of Saudi Riyals 2.9 million in the normal course of business.

Also see Note 5.
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AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(Al amounts expressed in Saudi Riyals thousands unless otherwise stated)

Segmental information

An operating segment is a component of the Company that is engaged in business activities from which it earns
revenues and incur expenses and about which discrete financial information is available that is evaluated
regularly by the chief operating decision maker in deciding how to allocate resources and in assessing
performance.

° Segment assets do not include cash and cash equivalents, short-term deposits, long-term deposits,
available-for-sale investments, held-to-maturity investments, receivable from related parties, premiums
and insurance balances receivable, prepayments and other receivable, due from shareholders’,
furniture, fixtures and equipment and intangibles;

. Segment liabilities and surplus do not include reinsurers' balances payable, advance premiums,
payable to a related party, accrued and other liabilities, employee end of service benefits and fair value
reserve on available-for-sale investments; and

. Operating segments do not include shareholders’ operations.

For management purposes, the Company is organized into business units based on their products and services
and has the following reportable segments:

Accident and liability;
Motor;

Property;

Marine;

Engineering;

Other general insurance;
Health; and

Protection.

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

No inter-segment transactions occurred during the period. If any transaction were to 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 resuits will then include those transfers between operating segments
which will then be eliminated at the level! of interim condensed financial information of the Company.
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15.

16.

17.

AXA COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE CONDENSED INTERIM FINANCIAL INFORMATION

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(All amounts expressed in Saudi Riyals thousands unless otherwise stated)

Earnings per share

Basic and diluted eamings per share for three-month and nine-month periods ended 30 September 2017 and
2016 have been computed by dividing the shareholders’ net income for the periods by the weighted average
number of ordinary shares outstanding during such periods.

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
between market participants at the measurement date (i.e. an exit price). The Company's financial assets
consist of cash and cash equivalents, deposits, premiums and insurance balances receivable, due from related
parties, reinsurer's share of outstanding claims, available-for-sale investments, prepayments and other
receivable, held-to-maturity investments and its financial liabilities consist of reinsurance balances payable,
gross outstanding claims, accrued expenses and other liabilities, zakat and income tax payable, due to a related
party and employee benefit obligations.

The fair values of financial assets and liabilities are not materially different from their carrying values at the
reporting date.

The Company uses the following hierarchy for determining and disclosing the fair value of financial assets:
Level 1: quoted prices in active markets for the same instrument (i.e., without modification or repackaging);

Level 2: quoted prices in active markets for similar assets and liabilities or other valuation techniques for which
all significant inputs are based on observable market data; and

Level 3: valuation techniques for which any significant input is not based on observable market data.

The table below presents the financial assets at their fair values as at 30 September 2017 and 31 December
2016 based on the fair value hierarchy:

30 September 2017 (Unaudited) Level 1 Level 2 Level 3 Total
Insurance operations

Available-for-sale investments 218,394 - - 218,394
Shareholders’ operations

Available-for-sale investments 164,500 - - 164,500
Total investments 362,894 - - 382,894
31 December 2016 (Audited) Level 1 Level 2 Level 3 Total
Insurance operations

Available-for-sale investments 134,810 - - 134,810
Shareholders’ operations

Available-for-sale investments 160,466 - - 160,466
Total investments 295,276 - - 295,276

For financial instruments that are recognized at fair value on a recurring basis, the Company determines whether
transfers have occurred between levels in the hierarchy by re-assessing categorization (based on the lowest
level input that is significant to the fair value measurement as a whole) at the end of each reporting period.
During the nine-month period ended 30 September 2017, there were no changes in the valuation techniques

from the previous periods.
Approval of the condensed interim financial information

This condensed interim financial information has been approved by the Board of Directors on 31 October 2017.
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