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1 ORGANISATION AND PRINCIPAL ACTIVITIES 
          

            
 

Buruj Cooperative Insurance Company (the “Company”) is a Saudi Joint Stock Company registered in the Kingdom 

of Saudi Arabia under Commercial Registration No. 1010280606 dated 10 Safar 1431H, corresponding to 26 January 

2010. The registered office address of the Company is P.O. Box 51855, Riyadh 11553, Kingdom of Saudi Arabia. 

The objective of the Company is to transact cooperative insurance business 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 

Tadawul (the Saudi Arabian Stock Market) on 15 February 2010. 

 

The Company was licensed to conduct insurance business in the Kingdom of Saudi Arabia under cooperative 

principles in accordance with Royal Decree numbered 72/M dated 28 Shawal 1429H (corresponding to 29 October 

2008), pursuant to Council of Ministers resolution numbered 313 dated 27 Shawal 1429H (corresponding to 28 

October 2008). On 10 Muharram 1431H (corresponding to 27 December 2009), the Ministry of Commerce and 

Industry issued a resolution declaring the incorporation of the Company. 

 

On 15 Jumada Thani 1431H (corresponding to 29 May 2010), the Saudi Central Bank (“SAMA”) issued a formal 

approval to transact insurance business. 

 

The Company launched its insurance operations on 1 July 2010 after receipt of an authorisation from SAMA to 

commence insurance operations as product approval and related formalities were completed. 

 

The Company is required to distribute 10% of the net surplus from insurance operations to policyholders and the 

remaining 90% to the shareholders of the Company in accordance with the Insurance Law and Implementation 

Regulations issued by SAMA. Any deficit arising on insurance operations is transferred to the shareholders’ 

operations in full. 

 

 

 

 
 

 

 
 

 
 

 

 

 

 

 

2 BASIS OF PREPARATION 
          

            

(a) Basis of presentation 

 

          

 
The interim condensed financial statements of the Company as at and for the period ended 31 March 2023 have been 

prepared in accordance with International Accounting Standard 34 ‘Interim Financial Reporting (IAS 34)’ as endorsed 

in the Kingdom of Saudi Arabia and other standards and pronouncements issued by the Saudi Organization for 

Chartered and Professional Accountants (SOCPA). This is the first set of the Company’s interim condensed financial 

statements in which IFRS 17 “Insurance Contracts” and IFRS 9 “Financial Instruments” as endorsed in Kingdom of 

Saudi Arabia have been applied and the resultant changes to the significant accounting policies are described in Note 

4. 

 

The interim condensed financial statements are prepared under the going concern basis and the historical cost 

convention, except for the measurement of investments at their fair value through other comprehensive income 

(FVOCI) and liabilities for defined benefit obligations i.e., Employees’ end of service benefits (“EOSBs”) recorded 

at the present value. The Company’s interim condensed statement of financial position is presented in order of 

liquidity.  

 

The interim condensed financial statements do not include all of the information required for full annual financial 

statements and should be read in conjunction with the annual financial statements as of and for the year ended 31 

December 2022. The risk management policies are consistent with those as disclosed in the annual financial 

statements for the year ended 31 December 2022 except as mentioned in Note 4. 
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2 BASIS OF PREPARATION (CONTINUED)  

 

The interim condensed consolidated financial statements may not be considered indicative of the expected results for the full 

year. 

 

These interim condensed consolidated financial statements are expressed in Saudi Arabian Riyals (SAR), unless otherwise 

indicated. 
 
(b) Critical accounting judgments, estimates and assumptions 

 
The preparation of interim condensed financial statements requires management to make judgments, estimates and assumptions 

that affect the application of accounting policies and the reported amounts of assets and liabilities, income and expenses and 

the accompanying notes disclosures including disclosure of contingent liabilities. Actual results may differ from these 

estimates. 

 

Insurance Contracts 

The Company issues insurance contracts that transfer insurance risk. Insurance contracts are those contracts where the insurer 

accepts significant insurance risk from the policyholder by agreeing to compensate the policyholder if a specified uncertain 

future event adversely affects the policyholder. The Company uses judgement to assess whether a contract transfers insurance 

risk (that is, if there is a scenario with commercial substance in which the Company has the possibility of a loss on a present 

value basis) and whether the accepted insurance risk is significant. In making this assessment, all substantive rights and 

obligations, including those arising from law or regulation, are considered on a contract-by-contract basis. 

 

The measurement of these insurance contracts also requires significant judgement and estimates. These significant judgement 

and estimates include loss component (LC), risk adjustment (“RA”) and liability for incurred claims – estimate of future cash 

flows. Refer to Note 3 for further details. 

 

3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES 

 

The Company has applied IFRS 17 and IFRS 9, including any consequential amendments to other standards, from 1 January 

2023. These standards have brought significant changes to the accounting for insurance and reinsurance contracts and financial 

instruments. As a result, the Company has restated certain comparative amounts for the prior year / period. 

 

Except for the changes below and accounting policies explained in Note 4, the Company has consistently applied the accounting 

policies used in the preparation of the annual financial statements for the year ended 31 December 2022. 

 

The nature and effects of the key changes in the Company’s accounting policies resulting from its adoption of IFRS 17 and 

IFRS 9 are summarised below. 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

i) Recognition, measurement, and presentation of reinsurance contracts (continued) 

 

IFRS 17 - Insurance Contracts 

 

IFRS 17 establishes principles for the recognition, measurement, presentation and disclosure of insurance contracts, reinsurance 

contracts and investment contracts with discretionary participation features. It introduces a model that measures groups of 

contracts based on the Company’s estimates of the present value of future cash flows that are expected to arise as the Company 

fulfils the contracts, an explicit risk adjustment for non-financial risk and a CSM. 

 

Under IFRS 17, insurance revenue in each reporting period represents the changes in the liabilities for remaining coverage that 

relate to services for which the Company expects to receive consideration and an allocation of premiums that relate to 

recovering insurance acquisition cash flows. In addition, investment components are no longer included in reinsurance revenue 

and reinsurance service expenses. 
 

The Company no longer applies shadow accounting to insurance-related assets and liabilities. Reinsurance finance income and 

expenses are presented separately from reinsurance revenue and reinsurance service expenses. 
 

The Company applies the Premium Allocation Approach (PAA) to simplify the measurement of contracts for both insurance 

contracts issued, and reinsurance contracts held for all the segments. When measuring liabilities for remaining coverage, the 

PAA is similar to the Company’s previous accounting treatment. However, when measuring liabilities for incurred claims, the 

Company now discounts the future cashflows (unless they are expected to occur in one year or less from the date on which the 

claims are incurred) and includes an explicit risk adjustment for non – financial risk. 
 

Previously, all acquisition costs were recognised and presented as separate assets from the related insurance contracts (‘deferred 

acquisition costs’) until those costs were included in profit or loss. Under IFRS 17, only insurance acquisition cash flows that 

arise before the recognition of the related insurance contracts are recognised as separate assets and are tested for recoverability. 

These assets are presented in the carrying amount of the related portfolio of contracts and are derecognised once the related 

contracts have been recognised. 
 

Income and expenses from insurance contracts other than insurance finance income and expenses are now presented as a single 

net amount in profit or loss. Previously, amounts recovered from insurance and reinsurance expenses were presented separately. 

 

ii) Presentation and disclosures 
 

For presentation in the statement of financial position, the line items for insurance contracts issued and reinsurance contracts 

held have been changed significantly compared with last year. Previously balance sheet items related to insurance and 

reinsurance contracts were split into the following line items: 
 

• Assets 

- Premiums and reinsurers’ receivable, net 

- Reinsurers’ share of unearned premiums 

- Reinsurers’ share of outstanding claims 

- Reinsurers’ share of claims incurred but not reported 

- Deferred policy acquisition costs 
 

• Liabilities 

- Accrued expenses and other liabilities (Part of the accounts payable has been reclassified into insurance contract asset 

/ liability) 

- Outstanding claims reserve 

- Claims incurred but not reported 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

ii) Presentation and disclosures (continued) 

 

- Unearned premiums 

- Other technical reserves 

- Reinsurers' balances payable 

- Unearned reinsurance commission 
 

Under IFRS 17, the Company aggregates insurance contracts issued, and reinsurance contracts held, respectively and presents 

separately on the balance sheet: 

 

- Portfolios of insurance contracts issued that are assets; 

- Portfolios of insurance contracts issued that are liabilities; 

- Portfolios of reinsurance contracts held that are assets; and 

- Portfolios of reinsurance contracts held that are liabilities. 
 

The portfolios referred to above are those established at initial recognition in accordance with the IFRS 17 requirements. 
 

The line-item descriptions in the statement of income and other comprehensive income have been changed significantly 

compared with last year. Previously, the Company reported the following line items: 
 

• Gross written premiums 

• Reinsurance premiums ceded 

• Changes in unearned premiums, net 

• Reinsurance commissions 

• Policy fees and other underwriting Income 

• Gross claims paid 

• Reinsurers’ share of claims paid 

• Changes in outstanding claims, net 

• Changes in incurred but not reported claims, net 

• Change in premium deficiency reserve 

• Change in other technical reserve 

• Policy acquisition costs 

• Policy acquisition costs 

• Inspection and supervision fees 

• Other underwriting expenses 
 

Instead, IFRS 17 requires separate presentation of: 
• Insurance revenue 

• Insurance service expenses 

• Net expenses from reinsurance contracts held 

• Finance income/(expenses) from insurance contracts issued 

• Finance income/(expenses) from reinsurance contracts held 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

ii) Presentation and disclosures (continued) 

 

The Company provides disaggregated qualitative and quantitative information about: 
• Amounts recognized in its financial statements from insurance contracts and reinsurance contracts; and 

• Significant judgements, and changes in those judgements, when applying the standard. 
 

iii) Transition 
 

Changes in accounting policies resulting from the adoption of IFRS 17 for the contracts issued on or after 1 January 2022 have 

been applied using a retrospective approach to the extent practicable. Under the retrospective approach, at 1 January 2022 the 

Company: 
 

- identified, recognised and measured each group of insurance and reinsurance contracts as if IFRS – 17 had always been 

applied: 

- derecognised previously reported balances that would not have existed if IFRS – 17 had always been applied. 

- These included some deferred acquisition costs for insurance contracts and insurance receivables and payables. 

- Under IFRS – 17, they are included in the measurement of insurance contracts: 

- recognised any resulting net difference in equity 

 

The Company has applied the transition provisions in IFRS 17 and has not disclosed the impact of the adoption of IFRS 17 on 

each financial statement line item and EPS. The effects of adopting IFRS 17 on the interim condensed financial statements at 

1 January 2022 are presented in the statement of changes in equity. 

 

For contracts issued before 1 January 2022, the Company has applied a retrospective approach as prior to transition, it grouped 

its contracts from multiple cohorts and years into a single unit for accounting purposes. The application of the retrospective 

approach on transition for these portfolios was determined to be impracticable for the Company, as obtaining all required 

historical data for its existing products was not possible. Therefore, the Company has used reasonable and supportable 

information from its existing reporting systems, which resulted in the closest outcome to the retrospective approach. 

 

The Company has aggregated contracts issued more than one year apart for groups of contracts applying the retrospective 

approach at transition, as it did not have supportable information to aggregate contracts into groups including only contracts 

issued within one year. Consequently, any resulting net difference is recognised in equity. 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

iv) Transition impact 

 

Changes in accounting policies resulting from the adoption of IFRS 17 have been applied retrospectively. As a result, the 

Company has restated certain comparative amounts for the prior year. 

 

The impact of adopting IFRS – 17 on the Company’s equity as at 1 January 2022 is as follows:" 

 

On adoption of IFRS 17, the impact of these changes is decrease in the Company’s total equity of SAR 27.5m at 1 January 

2022.  

 

Impact on Equity 
 

Drivers of Changes in Equity 

Impact on equity on 

transition to IFRS 17 on Jan 

1, 2022 

ECL Impact on Premium Receivables under LRFC 2,456,697 

Loss Component, net of contribution deficiency reserve (32,264,081) 

Additional DAC related to Insurance Contract Liability 1,431,481 

Discounting Impact on LIC 2,210,334 

Risk adjustments, net  (4,141,766)  

NPR Impact on Claims Reinsurance Receivables under AIC 3,236,433 

Discounting Impact on AIC (388,162) 

Other Differences 104 

Total Impact (27,458,960) 

 

 

IFRS 9 – Financial instruments 

 

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement and is effective for annual periods beginning on 

or after 1 January 2018, with early adoption permitted. 

 

Classification of financial assets and financial liabilities 

 

IFRS 9 includes three principal classification categories for financial assets: measured at amortised cost, fair value through 

other comprehensive income (FVOCI) and fair value through income statement (FVTPL). The classification of financial assets 

under IFRS 9 is generally based on the business model in which a financial asset is managed and its contractual cash flow 

characteristics. IFRS 9 eliminates the previous IAS 39 categories of held-to-maturity investments, held-for-trading, loans and 

receivables, and available-for-sale financial assets. Under IFRS 9, derivatives  

embedded in contracts where the host is a financial asset in the scope of IFRS 9 are not separated. Instead, the hybrid financial 

instrument as a whole is assessed for classification. IFRS 9 has not had a significant effect on the Company’s accounting 

policies for financial liabilities. 

 

Impairment of financial assets 

 

IFRS 9 replaces the ‘incurred loss’ model in IAS 39 with a forward-looking ‘expected credit loss’ model. The new impairment 

model applies to financial assets measured at amortised cost, debt investments at FVOCI and lease receivables. Under IFRS 9, 

credit losses are recognised earlier than under IAS 39. 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Transition 
 

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively, except as described 

below: 
 

• Comparative periods have been restated. A difference in the carrying amounts of financial assets and financial liabilities 

resulting from the adoption of IFRS 9 are recognized in retained earnings and reserves as at 1 January 2022. 

Accordingly, the information presented for 2022 does not reflect the requirements of IFRS 9 and therefore is not 

comparable to the information presented for 2022 under IFRS 9. 

 The following assessments have been made on the basis of the facts and circumstances that existed at the date of initial 

application: 

i. The determination of the business model within which a financial asset is held. 

ii. The designation of certain investments in equity instruments not held for trading as FVOCI. 

 

Details of the changes and implications resulting from the adoption of IFRS 9 are presented below. 

 

Effect of initial application 

 

Classification of financial assets and financial liabilities on the date of initial application of IFRS 9 

 

The following table below explain the original measurement categories under IAS 39 and the new measurement categories 

under IFRS 9 for each class of the Company's financial assets and financial liabilities as at 1 January 2022. 

 

The Company adopted IFRS 9, the impact of these changes is an increase in the Company’s total equity of SAR 32.7m at 1 

January 2022. The impact on equity at 1 January 2023 and disclosed in the financial reporting for the period 1 January 2023 

to 31 March 2023.  

Adjustments due to adoption of IFRS 9 

Impact on equity on transition to 

IFRS 17 on Jan 1, 2022 

 

Classification of financial assets 
3,702,737 

Fair value reserves transferred to P&L (PH & SH) 

ECL Impairment effect on Cash & Cash Equivalent – Retained Earnings 

Impact 
(680,662) 

ECL Impairment effect on Time Deposit – Retained Earnings Impact (1,744,628) 

ECL Impairment effect on Sukuk – Retained Earnings Impact (19,839) 

ECL Impairment effect on Statutory Deposit – Retained Earnings Impact (3,133) 

Total Impact on Retained Earnings as 1/1/2022 1,254,475 

Najm Valuation Impact on Fair Value Reserve Through OCI 35,109,482 

Reversal of Opening through OCI (3,702,737) 

Total Impact on Equity as 1/1/2022 due to adoption of IFRS 9  32,661,220 
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3 CHANGES IN SIGNIFICANT ACCOUNTING POLICIES (Continued) 

 

Transition 

 

S.

no 
Particulars IAS 39 IFRS 9 

    
Measurement 

category 

Carrying 

amount 
Measurement category 

Carrying 

amount 

  Financial Assets   SAR   SAR 

1 Cash and cash equivalents Amortised cost 237,886,895 Amortised cost 237,206,233 

2 Time Deposits Amortised cost 333,742,623 Amortised cost 331,997,996 

3 Mutual Funds 
Available for 

sale (AFS) 
65,827,812 

Fair Value through profit and 

loss (FVTPL) (Mandatory) 
65,827,812 

4 Quoted equity shares AFS 12,702,270 
Fair Value through profit and 

loss (FVTPL) (Mandatory) 
12,702,270 

5 
Un-Quoted Local equity 

shares 
AFS 1,923,078 FVTPL 1,923,078 

6 
Quoted Fixed Income 

Securities 
AFS 71,226,988 

Fair Value through profit and 

loss (FVTPL) (Mandatory) 
71,226,988 

7 Sukuks 

Held to 

Maturity 

(HTM) 

5,000,000 Amortized cost 4,980,161 

8 Statutory Deposit Amortised cost 30,000,000 Amortised cost 29,996,869 

  Total financial assets   758,309,666   755,861,407 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES 

 

The accounting policies applied by the Company in these interim condensed financial statements are the same as those 

applied by the Company in its financial statements as at and for the year ended 31 December 2022, except for the policies 

provided below.           

 

IFRS 17 – Insurance Contracts 

 

i) Definition and classification 

 

Insurance contracts are contracts under which the Company accepts significant insurance risk from a policyholder by agreeing 

to compensate the policyholder if a specified uncertain future event adversely affects the policyholder. In making this 

assessment, all substantive rights and obligations, including those arising from law or regulation, are considered on a contract-

by-contract basis. The Company uses judgement to assess whether a contract transfers insurance risk (i.e. if there is a scenario 

with commercial substance in which the Company has the possibility of a loss on a present value basis) and whether the 

accepted insurance risk is significant. 

 

In the normal course of business, the Company uses reinsurance to mitigate its risk exposures. A reinsurance contract transfers 

significant risk if it transfers substantially all the insurance risk resulting from the insured portion of the underlying insurance 

contracts, even if it does not expose the reinsurer to the possibility of a significant loss. 

 

ii) Separating contracts from insurance and reinsurance contracts 

 

An insurance contract may contain one or more components that would be within the scope of another Standard if they were 

separate contracts. For example, an insurance contract may include an investment component or a service component (or both). 

The non-insurance components may need to be separated for the purposes of reporting under IFRS 17 if they are deemed to be 

distinct. 

 

The Company carried out an assessment   in order to identify whether it underwrites insurance contracts that may contain one 

or more components that would be within the scope of another Standard if they were separate contracts. The Company does 

not underwrite any insurance contracts that contain embedded derivatives.  

 

Separation of non-insurance service components 

 

The Company offers roadside assistance as an optional cover on its motor policies. This service relates to insurance services 

because it would only be required by the policyholders upon the occurrence of insured events. As a result, it is not considered 

distinct and hence no unbundling is required. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

Aggregation and recognition of insurance and reinsurance contracts 

 

Insurance contracts are aggregated into groups for measurement purposes. Groups of insurance contracts are determined by 

identifying portfolios of insurance contracts, each comprising contracts subject to similar risks and managed together, and 

dividing each portfolio into annual cohorts (i.e., by year of issue) and each annual cohort into three groups based on the 

profitability of contracts: 

 

- any contracts that are onerous on initial recognition; 

- any contracts that, on initial recognition, have no significant possibility of becoming onerous subsequently; and 

- any remaining contracts in the annual cohort. 

 

Contracts within a portfolio that would fall into different groups only because law or regulation specifically constrains the 

Company’s practical ability to set a different price or level of benefits for policyholders with different characteristics are 

included in the same group.  

 

An insurance contract issued by the Company is recognised from the earliest of: 

 

- the beginning of its coverage period (i.e., the period during which the Company provides services in respect of any 

premiums within the boundary of the contract); 

- when the first payment from the policyholder becomes due or, if there is no contractual due date, when it is received 

from the policyholder; and 

- when facts and circumstances indicate that the contract is onerous. 

 

Reinsurance contracts 

 

The Company distinguishes between different types of reinsurance arrangements when defining the terms ‘similar risks’ and 

‘managed together'. 

 

Treaty reinsurance 

 

By the nature and definition of a reinsurance program similar risks are often already grouped in reinsurance contracts. Where 

reinsurance treaties cover different type of risks arising from multiple underlying contracts, the lowest level of aggregation for 

a portfolio aligns to the reinsurance structure at a treaty level. For the definition of ‘portfolio’ the reinsurance program has been 

split to be aligned with corresponding gross insurance contract, to establish one to one mapping between gross group of 

contracts. 

 

Non treaty reinsurance 

 

This covers a single underlying insurance contract or related insurance contracts and mirrors its coverage period and contract 

boundary. As with the underlying individual insurance contracts they cover, such reinsurance contracts can be grouped together 

with other reinsurance contracts (that are managed together and cover broadly similar risks) to form groups and portfolios. 

These reinsurance portfolios and groups would naturally align with the portfolios and groups of the underlying gross contracts. 

 

Groups of reinsurance contracts held should not contain reinsurance contracts issued more than one year apart. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

The reinsurance contracts held within a portfolio to be allocated into a minimum of three groups of contracts: 

- a group of contracts on which there is a net gain at initial recognition, if any; 

- a group of contracts on which at initial recognition there is no significant possibility of a net gain arising subsequently, 

if any; and 

- a group of remaining contracts in the portfolio, if any.  

 

Insurance acquisition cashflows 

 

Insurance acquisition cash flows are allocated to groups of insurance contracts using a systematic and rational method and 

considering, in an unbiased way, all reasonable and supportable information that is available without undue cost or effort. 

 

If insurance acquisition cash flows are directly attributable to a group of contracts (e.g., nonrefundable commissions paid on 

issuance of a contract), then they are allocated to that group and to the cohort. 

 

If insurance acquisition cash flows are directly attributable to a portfolio but not to a group of contracts, then they are allocated 

to groups in the portfolio using a systematic and rational method. 

 

Insurance acquisition cash flows arising before the recognition of the related group of contracts are recognised as an asset. 

Insurance acquisition cash flows arise when they are paid or when a liability is required to be recognised under a standard other 

than IFRS 17. Such an asset is recognised for each group of contracts to which the insurance acquisition cash flows are 

allocated. The asset is derecognised, fully or partially, when the insurance acquisition cash flows are included in the 

measurement of the group of contracts.  

 

 

Contract boundaries 

 

Insurance contracts 

 

Cash flows are within the contract boundary if they arise from substantive rights and obligations that exist during the reporting 

period in which the Company can compel the policyholder to pay premiums or has a substantive obligation to provide services 

(including insurance coverage and any investment services). 

 

A substantive obligation to provide services ends when: 

 

- the Company has the practical ability to reassess the risk of the particular policyholder and can set a price or level of 

benefits that fully reflects those reassessed risks; or 

- the Company has the practical ability to reassess the risks of the portfolio that contains the contact and can set a price 

or level of benefits that fully reflect the risks of that portfolio, and the pricing of the premiums up to the reassessment date does 

not take into account risks that relate to periods after assessment date. 

The reassessment of risks considers only risks transferred from policyholders to the Company, which may include both 

insurance and financial risks, but exclude lapse and expense risks. 

 

 

 

 

 

 

 

 

 

 

 



BURUJ COOPERATIVE INSURANCE COMPANY  

(A SAUDI JOINT STOCK COMPANY) 

NOTES TO THE FINANCIAL STATEMENTS 

For the three-months period ended 31 March 2023 

(All amounts in Saudi Riyals unless otherwise stated) 

 

18 
 

4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

Reinsurance contracts 

 

Cash flows are within the contract boundary if they arise from substantive rights and obligations that exist during the reporting 

period in which the Company is compelled to pay amounts to the reinsurer or has a substantive right to receive services from 

the reinsurer. A substantive right to receive services from the reinsurer ends when the re insurer: 

 

- has the practical ability to reassess the risks transferred to it and can set a price or level of benefits that fully reflects 

those reassessed risks; or 

- has a substantive right to terminate the coverage. 

The contract boundary is reassessed at each reporting date to include the effect of changes in circumstances on the Company's 

substantive rights and obligations and, therefore, may change over time. 

 

Measurement 

 

The Company applies PAA to all its insurance contracts issued and reinsurance contracts held (RCH) to simplify the 

measurement of insurance contracts issued and RCH. The coverage period of most of the contracts issued and RCH by the 

Company is one year or less and hence are automatically eligible for the simplified measurement model. For contracts with a 

coverage period of more than a year, the Company has performed the PAA eligibility assessment based on which it reasonably 

expects that such simplification would produce a measurement of the liability for remaining coverage for the group that would 

not differ materially from the one that would be produced applying the General Measurement Model (GMM). 

 

Initial recognition 

 

On initial recognition of each group of contracts, the carrying amount of the liability for remaining coverage is measured at the 

premiums received on initial recognition minus any insurance acquisition cash flows allocated to the group at that date, and 

adjusted for any amount arising from the derecognition of any assets or liabilities previously recognised for cash flows related 

to the group (including assets for insurance acquisition cash flows). The Company has chosen not to expense insurance 

acquisition cash flows when they are incurred. 

 

Subsequently, the carrying amount of the liability for remaining coverage is increased by any premiums received and the 

amortisation of insurance acquisition cash flows recognised as expenses, and decreased by the amount recognised as insurance 

revenue for services provided and any additional insurance acquisition cash flows allocated after initial recognition. On initial 

recognition of each group of contracts, the Company expects that the time between providing each part of the services and the 

related premium due date is no more than a year. Accordingly, the Company has chosen not to adjust the liability for remaining 

coverage to reflect the time value of money and the effect of financial risk. 

 

If at any time during the coverage period, facts and circumstances indicate that a group of contracts is onerous, then the 

Company recognises a loss in profit or loss and increases the liability for remaining coverage to the extent that the current 

estimates of the fulfilment cash flows that relate to remaining coverage exceed the carrying amount of the liability for remaining 

coverage. 

 

The Company estimates the liability for incurred claims and expenses as the fulfillment cash flows related to incurred claims 

and expenses. The fulfillment cash flows are an explicit, unbiased, and probability-weighted estimate of the present value of 

the future cash flows, within the contract boundary of a group of contracts, that will arise as the entity fulfill its obligation 

under the insurance contracts, including a risk adjustment for non-financial risk. The Company has disaggregated the change 

in risk adjustment for non – financial risk between the insurance service result and insurance finance income or expense. 

 

The Company establishes insurance claims liabilities to cover the estimated liability for the cash flows associated with incurred 

losses as at the balance sheet date, including claims not yet reported (“IBNR”) and loss adjustment expenses incurred with 

respect to insurance contracts underwritten and reinsurance contracts placed by the Company. The ultimate cost of claims 

liabilities is estimated by using generally accepted standard actuarial techniques. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

The main assumption underlying these techniques is that the Company’s past claims development experience can be used to 

project future claims development and hence ultimate claims costs. As such, these methods extrapolate the development of 

paid and incurred losses, average costs per claim (severity) and average number of claims (frequency) based on the observed 

development of earlier years and expected loss ratios. Historical claims development is analyzed by accident year, as well as 

claim type. 

 

Additional qualitative judgment is used to assess the extent to which past trends may not apply in the future (e.g., to reflect 

one-off occurrences, changes in external or market factors such as public attitudes to claiming, economic conditions, levels of 

claims inflation and legislation, as well as internal factors such as portfolio mix, policy features and claims handling procedures) 

to arrive at the estimated ultimate cost of claims that present the probability-weighted expected value outcome from the range 

of possible outcomes, taking into account all the uncertainties involved. 

The Company discounts its liability for incurred claims using a bottom – up approach. The Company has used risk free EIOPA 

USD rates and have adjusted the same for volatility and country risk premium. 

 

The risk adjustment for non-financial risk is applied to the present value of the estimated future cash flows, and it reflects the 

compensation that the Company requires for bearing the uncertainty about the amount and timing of the cash flows from non-

financial risk as the Company fulfils insurance contracts. The Company has chosen a confidence level based on the 75th 

percentile of the distribution of the claim reserves, considering the confidence level is adequate to cover sources of uncertainty 

about the amount and timing of the cash flows. 

 

Insurance acquisition costs and directly attributable expenses 

 

Insurance acquisition cash flows are the costs that are directly associated with selling, underwriting and starting a group of 

insurance contracts (issued or expected to be issued) and that are directly attributable to a portfolio of insurance contracts. 

 

Directly attributable expenses are the costs that can be fully or partially attributed to the fulfillment of the groups of insurance 

contracts. The Company allocates the attributable costs based on a number of drivers. 

 

Both acquisition and attributable costs fall under the insurance service expense. While the non-attributable costs are reported 

under other operating expenses. The Company amortises the insurance accquistion costs over the contract period.  

 

Other operating expenses 

 

Other operating expenses include non-attributable expenses which are administrative expenses and are not linked to insurance 

contracts. 

 

Insurance revenue 

 

The insurance revenue for the period is the amount of expected premium receipts allocated to the period. The Company 

allocates the expected premium receipts to each period of insurance contract services on the basis of the passage of time. The 

impact of seasonality is not considered material in relation to recording the insurance revenue. 

 

Insurance revenue is adjusted to allow for policyholders’ default on future premiums. The default probability is derived from 

the expected loss model prescribed under IFRS 9. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

Insurance service expenses 

 

Insurance service expense includes the following: 

 

a) incurred claims for the period. 

b) other incurred directly attributable expenses. 

c) insurance acquisition cash flows amortization. 

d) changes that relate to past service – changes in the FCF relating to the LIC. 

e) changes that relate to future service – changes in the FCF that result in onerous contract losses or reversals of those 

losses. 

 

Onerous contracts 

 

The Company assumes that some contracts are onerous at initial recognition, unless facts and circumstances indicate otherwise. 

If facts and circumstances indicate that some contracts are onerous, an additional assessment is performed to distinguish 

onerous contracts from non-onerous ones. A group of contracts is onerous at initial recognition if there is a net outflow of 

fulfilment cash flows. As a result, a liability for the net outflow is recognized as a loss component within the liability for 

remaining coverage and a loss is recognized immediately in the interim condensed consolidated statement of income in 

insurance service expense. The loss component is measured on a gross basis but may be mitigated by a loss recovery component 

if the contracts are covered by reinsurance. 

 

IFRS 9 – Financial Instruments 

 

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement and is effective for annual periods beginning on 

or after 1 January 2018. However, the Company had met the relevant criteria and applied the temporary exemption from IFRS 

9 for annual periods before 1 January 2023. Consequently, the Company has applied IFRS 9 for the first time on 1 January 

2023. 

 

i) Classification 

 

IFRS 9 contains three principal classification categories for financial assets: measured at amortized cost (“AC”), fair value 

through other comprehensive income (“FVOCI”) and fair value through statement of income (“FVSI”). On initial recognition, 

a financial asset is either classified as measured at amortised cost, FVOCI or FVSI. 

 

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business model for 

managing financial assets, in which case all affected financial assets are reclassified on the first day of the first reporting period 

following the change in the business model. 

 

A financial asset is measured at amortised cost if it meets both of the following conditions and is not designated as at FVSI: 

 

- it is held within a business model whose objective is to hold assets to collect contractual cash flows; and 

- its contractual terms give rise on specified dates to cash flows that are SPPI." 

 

A financial asset is measured at FVOCI if it meets both of the following conditions and is not designated as at FVSI: 

 

- it is held within a business model whose objective is achieved by both collecting contractual cash flows and selling 

financial assets; and 

- its contractual terms give rise on specified dates to cash flows that are SPPI. 

 

The Company exercises judgment in determining whether the contractual terms of financial assets it originates or acquires give 

rise on specific dates to cash flows that are solely payments of principal and profit income on the principal outstanding and so 

may qualify for amortized cost measurement. In making the assessment the Company considers all contractual terms, including  
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

any prepayment terms or provisions to extend the maturity of the assets, terms that change the amount and timing of cash flows 

and whether the contractual terms contain leverage. 

 

i) Classification (continued) 

 

Debt instruments 

 

Classification and subsequent measurement of debt instruments depend on: 

 

- the Company’s business model for managing the financial assets; and 

- the contractual cash flow characteristics of the financial assets. 

 

The business model reflects how the Company manages the assets in order to generate cash flows. That is, whether the 

Company’s objective is solely to collect the contractual cash flows from the assets or is to collect both the contractual cash 

flows and cash flows arising from the sale of assets. If neither of these is applicable, then the financial assets are classified 

measured at FVSI. 

 

Where the business model is to hold assets to collect contractual cash flows or to collect contractual cash flows and sell, the 

Company assesses whether the financial instruments’ cash flows represent solely payments of principal and profit. In making 

this assessment, the Company considers whether the contractual cash flows are consistent with the financing agreement i.e. 

profit includes only consideration for the time value of resources, credit risk, other basic lending risks and a profit margin that 

is consistent with a basic lending arrangement. Where the contractual terms introduce exposure to risk or volatility that are 

inconsistent with a basic lending arrangement, the related financial asset is classified and measured at FVSI. 

 

Based on these factors, the Company classifies its debt instruments into one of the following three measurement categories: 

 

- Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows represent solely 

payments of principal and profit, and that are not designated at FVSI, are measured at amortised cost. The carrying amount of 

these assets is adjusted by any expected credit loss allowance. Profit income from these financial assets is included in ‘Interest 

income’ using the effective profit method. 

 

- Fair value through other comprehensive income (FVOCI): Financial assets that are held for collection of contractual 

cash flows and for selling the assets, where the assets’ cash flows represent solely payments of principal and profit, and that 

are not designated at FVSI, are designated as fair value through other comprehensive income (FVOCI). Movements in the 

carrying amount are taken through OCI, except for the recognition of impairment gains or losses, interest income and foreign 

exchange gains and losses on the instrument’s amortized cost which are recognized in the statement of income. When the 

financial asset is derecognized, the cumulative gain or loss previously recognized in OCI is reclassified from equity to statement 

of income. Profit income from these financial assets is included in ‘interest income’ using the effective profit rate method.  

 

- Fair value through statement of income (FVSI): Financial assets that are held for trading purpose or assets that do not 

meet the criteria for amortized cost or FVOCI are measured at FVSI. A gain or loss on a debt instrument that is subsequently 

measured at FVSI is presented in the statement of income in the period in which it arises. As at 31 March 2023, the Company 

have all debt instruments classified under this category. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

i) Classification (continued) 

 

Equity instruments 

 

Equity instruments are instruments that meet the definition of equity from the issuer’s perspective; that is, instruments that do 

not contain a contractual obligation to pay and that evidence a residual interest in the issuer’s net assets. 

 

The Company classifies all equity investments at FVSI, except where the Company’s management has elected, at initial 

recognition, to irrevocably designate an equity investment at FVOCI. The Company’s policy is to designate equity investments 

as FVOCI when those investments are held for purposes other than to generate investment returns. When this election is used, 

transaction costs are made part of the cost at initial recognition and subsequent fair value gains and losses (unrealized) are 

recognized in OCI and are not subsequently reclassified to the statement of income, including on disposal. Impairment losses 

(and reversal of impairment losses) are not reported separately from other changes in fair value. Dividends, when representing 

a return on such investments, continue to be recognized in the statement of income as ‘Dividend income’ when the Company’s 

right to receive payments is established. 

 

As at 31 March 2023, all the equity investments of the Company are classified at FVSI, except for Najm, which is classified 

as FVOCI. 

 

ii) Impairment 

 

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss model as opposed to an incurred credit 

loss model under IAS 39. The Company applies the expected credit losses (‘ECL’) on its financial assets measured at amortized 

cost, and FVOCI, which are in the scope of IFRS 9 for impairment. The Company recognizes a loss allowance for such losses 

at each reporting date. The loss allowance is based on the Expected Credit Losses (“ECLs”) associated with the Probability of 

Default (“PD”) in the next twelve months unless there has been a Significant Increase in Credit Risk (“SICR”) since origination. 

ECLs are only recognised or released to the extent that there is a subsequent change in the expected credit losses. 

 

The Company measures loss allowances at an amount equal to lifetime ECL, except for the following, for which they are 

measured as 12-month ECL: 

 

- debt investment securities that are determined to have low credit risk at the reporting date; and 

- other financial instruments on which credit risk has not increased significantly since their initial recognition. 

 

12-month ECL is the portion of ECL that result from default events on a financial instrument that are possible within the 12 

months after the reporting date. Financial assets, for which 12-month ECLs are recognized, are referred to as “Stage 1” financial 

instruments. Financial instruments allocated to Stage 1 have not undergone a significant increase in credit risk since initial 

recognition and are not credit impaired. 

 

Lifetime ECL is the ECL that result from all possible default events over the expected life of the financial instrument or the 

maximum contractual period of exposure. Financial instruments for which lifetime ECL are recognized but that are not credit-

impaired are referred to as “Stage 2” financial instruments. Financial instruments allocated to stage 2 are those that have 

experienced a significant increase in credit risk since initial recognition but are not credit impaired. 
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4 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, INCLUDING KEY JUDGEMENTS AND 

ESTIMATES (CONTINUED) 

 

ii) Impairment (continued) 

 

Financial assets for which the lifetime ECLs are recognized and that are credit-impaired are referred to as “Stage 3” financial 

instruments.  

 

The preparation of these interim condensed financial statements requires the use of estimates and judgments that affect the 

reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the condensed interim 

financial statements and the reported amounts of revenues and expenses during the reporting year. Although these estimates 

and judgments are based on management’s best knowledge of current events and actions, actual results ultimately may differ 

from those estimates. 

 

Estimates and judgments are continuously being evaluated and based on historical experience and other factors, including 

expectations of future events that are believed to be reasonable under the circumstances. 

 

The accounting judgments and estimates applied by the Company in these interim condensed financial statements are the same 

as those applied by the Company in its financial statements as at and for the year ended 31 December 2022.
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5 INSURANCE AND REINSURANCE CONTRACTS 

   

5.1 Analysis by remaining coverage and incurred claims for insurance contracts 

 
              
     As at 31 March 2023 (unaudited) 

     Liability for remaining 

coverage (LRC) 

 
Liability for incurred claims (LIC) 

  

     
Excluding loss 

component 

 
Loss 

componen

t 

 
Estimate of present 

value of cash flows 

 
RA for non-

financial 

risk 

 
Total 

      
 Insurance contracts issued:           

  Opening Insurance Contract Liabilities  73,415,221  43,628,954  155,725,385  4,751,269  277,520,829 
  Insurance revenue  81,704,259  -  -  -  81,704,259 
              
 Insurance service expenses           

  Incurred claims and other directly attributable 

expenses 
 -  -  90,687,680  1,799,135  92,486,815 

  Losses on onerous contracts and reversal of those 

losses 
 -  (3,930,815)  -  -  (3,930,815) 

  Changes that relate to past service - adjustments to 

the LIC 
 -  -  (4,892,751)  (1,827,450)  (6,720,201) 

  Insurance acquisition cash flows amortization  15,722,971  -  -  -  15,722,971 
 Insurance service expenses  15,722,971  (3,930,815)  85,794,929  (28,315)  97,558,770 

 Insurance service result before reinsurance 

contracts held 
 65,981,288  3,930,815  (85,794,929)  28,315  (15,854,511) 

 Net finance expense from insurance contracts  -  -  (1,784,668)  -  (1,784,668) 

  

 
            

 Cash flows           
 Premiums received  112,582,189  -  -  -  112,582,189 
 Claims and other directly attributable expenses paid  -  -  (82,257,411)  -  (82,257,411) 
 Insurance acquisition cash flows paid  (18,600,450)  -  -  -  (18,600,450) 
 Total cash flows  93,981,739  -  (82,257,411)  -  11,724,328 
 Closing Net insurance contract liabilities  101,415,672  39,698,139  161,047,571  4,722,954  306,884,336 
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5 INSURANCE AND REINSURANCE CONTRACTS (CONTINUED) 

 
              
     As at 31 December 2022 (unaudited) 

     Liability for remaining coverage 

(LRC) 

 
Liability for incurred claims 

(LIC) 

  

     

Excluding loss 

component 

 
Loss 

component 

 
Estimate of 

present value 

of cash flows 

 
RA for 

non-

financial 

risk 

 
Total 

      
 Insurance contracts issued:           

  Opening Insurance Contract Liabilities  149,199,500  58,576,871  141,375,925  4,583,803  353,736,099 
  Insurance revenue  417,020,295  -  -  -  417,020,295 
              
 Insurance service expenses           

  Incurred claims and other directly attributable 

expenses 
   -  453,346,791  3,646,263  456,993,054 

  Losses on onerous contracts and reversal of those 

losses 
 -  (14,947,917)  -  -  (14,947,917) 

  Changes that relate to past service - adjustments to 

the LIC 
 -  -  (69,413,659)  (3,478,797)  -72,892,456 

  Insurance acquisition cash flows amortization  73,664,917  -  -  -  73,664,917 
 Insurance service expenses  73,664,917  (14,947,917)  383,933,132  167,466  442,817,598 
 Insurance service result  343,355,378  14,947,917  (383,933,132)  (167,466)  (25,797,303) 
 Net finance expense from insurance contracts  -  -  4,869,421  -  4,869,421 
              
 Cash flows           
 Premiums received  338,301,713  -  -  -  338,301,713 
 Claims and other directly attributable expenses paid  -  -  (364,714,252)  -  (364,714,252) 
 Insurance acquisition cash flows paid  (70,730,613)  -  -  -  (70,730,613) 
 Total cash flows  267,571,100  -  (364,714,252)  -  (97,143,152) 

            
 Closing Net insurance contract liabilities  73,415,222  43,628,954  155,725,384  4,751,269  277,520,829 
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5 INSURANCE AND REINSURANCE CONTRACTS (CONTINUED) 

 
5.2 Analysis by remaining coverage and incurred claims for reinsurance contracts 

 
      As at 31 March 2023 (unaudited) 

      Asset for remaining 

coverage (ARC) 

 
Asset for incurred claims 

(AIC) 

  

      

Excluding 

loss 

component 

 
Loss 

recovery 

component 

 
Estimate 

of present 

value of 

cash flows 

 
RA for 

non-

financial 

risk 

 
Total 

       
 Reinsurance contracts held:            

  Opening Reinsurance Contract Assets   (4,084,646)  -  32,804,001  483,101  29,202,456 
  Opening Reinsurance Contract Liabilities   -  -  -  -  - 
  Net opening balance   (4,084,646)  -  32,804,001  483,101  29,202,456 
               
               
  Reinsurance expense            
  Claims recovered and other directly attributable expenses   -  -  3,363,215  92,836  3,456,051 

  Changes that relate to past service - adjustments to the asset for incurred 

claims 
 -  -   (1,495,397)  (13,789)  (1,509,186) 

  Losses and reversals of losses on onerous contracts  -  -  456,512  -  456,512 
 Net expense from reinsurance contracts held   (8,011,382)  -   2,324,330  79,047  (5,608,005) 

 Finance expense from insurance contracts    -  -  (37,918)  -  (37,918) 

 Total changes in the statement of income and OCI    (8,011,382)  -  2,286,412  79,047  (5,645,923) 

             
               
    -  -  -  -  - 
               
 Cash flows            
 Premiums paid   2,543,129  -  -  -  2,543,129 
 Recoveries from reinsurance   285,268  -  (144,507)  -  140,761 
 Total cash flows   2,828,397  -  (144,507)  -  2,683,890 
 Closing reinsurance contract assets   1,420,087  -  34,945,910  562,144  36,928,141 
 Closing reinsurance contract liabilities   (10,687,718)  -  -  -  (10,687,718) 
 Net closing balance   (9,267,631)  -  34,945,906  562,148  26,240,423 
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5 INSURANCE AND REINSURANCE CONTRACTS (CONTINUED) 

 
5.2 Analysis by remaining coverage and incurred claims for reinsurance contracts 

 

     As at 31 December 2022 (unaudited) 

     Asset for remaining coverage 

(ARC) 

 
Asset for incurred claims 

(AIC) 

  

     

Excluding 

loss 

component 

 
Loss 

recovery 

component 

 
Estimate of 

present 

value of cash 

flows 

 
RA for 

non-

financial 

risk 

 
Total 

      
 Reinsurance contracts held:           

  Opening Reinsurance Contract Assets  368,454  -  27,014,238  442,037  27,824,729 
  Opening Reinsurance Contract Liabilities  -  -  -  -  - 
  Net opening balance  368,454  -  27,014,238  442,037  27,824,729 
              
              
  Reinsurance expense           
  Claims recovered and other directly attributable expenses  -  -  16,487,269  401,235  16,888,504 
  Changes that relate to past service - adjustments to the asset for incurred claims -  -   (7,750,181)  (360,170)  (8,110,351) 
 Losses and reversals of losses on onerous contracts  -  -  456,512  -  456,512 

 Net finance income from reinsurance contracts  (40,033,569)  -   9,193,600  41,065  (30,798,904) 
 Finance expense from insurance contracts   -  -  (325,251)  -  (325,251) 

 Total changes in the statement of income and OCI   (40,033,569)  -  8,868,349  41,065  (31,124,155) 
              
 Cash flows           
 Premiums paid  40,330,266  -  (2,410,739)  -  37,919,527 
 Recoveries from reinsurance  (4,749,798)  -  (667,847)  -  (5,417,645) 
 Total cash inflows / (outflows)   35,580,468  -  (3,078,586)  -  32,501,882 
 Closing reinsurance contract assets  (4,084,647)  -  32,804,001  483,102  29,202,456 
 Closing reinsurance contract liabilities  -  -  -  -  - 
 Net closing balance  (4,084,647)  -  32,804,001  483,102  29,202,456 
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6 CASH AND BANK BALANCES      
           

 Bank balances and cash comprise the following:    

        (Unaudited)  

   

31 March 

2023 

31 December 

2022 

1 January 

2022 
 

 
    

 Bank balances and cash – Insurance operations 295,071,772 199,115,005 171,654,855 

 Bank balances and cash – Shareholders’ operations 75,122,645 55,795,047 66,232,040 

 Cash and cash equivalents in statement of cashflows 370,194,417 254,910,052 237,886,895 

 Less: Impairment allowance 
 

(305,429) (341,611) (680,662) 

 

 

 369,888,988 254,568,441 237,206,233 
 

 
 
 

7 TERM DEPOSITS     
   

 
              

Term deposits are placed with counterparties which have credit ratings of A- to A+ ratings under Standards and Poor’s 

and Fitch ratings methodology. Term deposits are placed with local banks with a maturity of more than three months 

from the date of original placement and earn investment income at weighted average of 7.06% per annum (2022: 

5.65%per annum). 

 
 

 

 

      

  (Unaudited)  

 

      

 

31 March 

2023 

31 December 

2022 

1 January 

2022 

 Term deposits 90,000,000 185,000,000 333,742,623 

 Less: Impairment allowance  (17,850) (36,345) (1,744,628) 

 

      

 89,982,150 184,963,655 331,997,995 

 
 
 

8 INVESTMENTS   
        

Investments are classified as follows: 
  

        (Unaudited)   

       

31 March 

2023 

31 December 

2022 

31 December 

2021  
Investments in Quoted fixed income securities through FVTPL 63,661,942 65,459,680 76,226,988  
Investments in Unquoted Equity carried at Fair value through OCI 39,703,127 39,703,127 37,012,721  
Investments in associate  951,255 1,134,571 597,960  
Investments in Equity carried thought FVTPL - Available for sale 12,606,464 12,528,405 12,702,270 

 Investments in Funds carried through FVTPL- Available for sale 68,855,781 68,791,116 65,827,812  
Total investments 185,778,569 187,616,899 192,367,751  
Less: Impairment allowance  - - -        

 185,778,569 187,616,899 192,367,751 
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8 INVESTMENTS (CONTINUED) 
 

Movement in investments are as follows:  
      (Unaudited)   

     31 March 

2023 

31 December 

2022 

31 December 

2021  
Opening balance  186,482,328 191,749,952 252,441,453  
Purchases   - 73,412,418 70,305,124  
Disposals  

   (1,871,850) (74,006,921) (175,915,645)  
Impairment  

   - (1,031,278) (1,218,783)  
   184,610,478 190,124,171 145,612,149  
Changes in fair value FVTPL   125,741 (5,819,770) 11,095,295 

 Change in fair value FVTOCI   - 2,690,406 35,089,643 

 Foreign currency translation adjustments   91,097 (532,318) (27,296)  
Movement in allowance for expected credit losses - 19,839 - 

 Closing balance 184,827,316 186,482,328 191,769,791 

     

     

 Movement in investments in associate is as follows: 

 
31 March 

2023 

31 December 

2022 

31 December 

2021 

 Balance, January 1 1,134,571 597,960 700,618 

 Share of profit /(loss) (183,316) 536,611 (102,658)  
Balance, December 31     951,255 1,134,571 597,960 

         

 

9 FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

 Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction 

between market participants at the measurement date. The fair value measurement is based on the presumption that the 

transaction takes place either: 
 

- In the accessible principal market for the asset or liability, or 

- In the absence of a principal market, in the most advantageous accessible market for the asset or liability 

 
 
 

 
              

a) 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 prices in active markets for the same or identical instrument that an entity can access at the 

measurement date; 

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. 

 
 
 

 
 

 31 March 2023 (unaudited)  Carrying Value  Level 1 Level 2 Level 3 
           

 Financial assets measured at fair value:      

 - Equities 50,509,591  12,606,464 - 39,703,127 

 - Fixed income securities  63,661,942  63,661,942 - - 

 - Units in investment and real estate funds  68,855,781  - 68,855,781 - 
           

      183,027,314  76,268,406 68,855,781 39,703,127 
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10 OPERATING SEGMENTS 

 
Operating segments are identified based on internal reports about components of the Company that are regularly reviewed 

by the Company’s Board of Directors in their function as chief operating decision maker to allocate resources to the 

segments and to assess their performance.  

 

Transactions between the operating segments are on normal commercial terms and conditions. The revenue from external 

parties reported to the Board is measured in a manner consistent with that in the interim condensed statement of income.  

 

Segment assets and liabilities comprise operating assets and liabilities. 

 

There have been no changes to the basis of segmentation or the measurement basis for the segment profit or loss since 31 

December, 2022. 

 

Segment assets do not include (in respect of insurance operations) property and equipment, term deposits, investments, due 

from shareholders’ operations, bank balances and cash, prepaid expenses and other assets, premiums and reinsurance 

balances receivable, net. Accordingly, these are included in unallocated assets and are managed and reported to the chief 

operating decision maker on a centralized basis. 

 

Segment liabilities do not include (in respect of insurance operations) employees’ end of service benefits, Reinsurers 

balances payable, accrued expenses and other liabilities, due to related parties, zakat and income tax, accrued commission 

income payable to SAMA and due from insurance operations. Accordingly, these are included in unallocated liabilities and 

are managed and reported to the chief operating decision maker on a centralized basis. These unallocated assets and 

liabilities are not reported to chief operating decision maker under related segments and are monitored on a centralized basis. 
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10 OPERATING SEGMENTS 

 

 

As at March 31, 2023 

 

Motor 

 

Health 

Property & 

Casualty Total  

     

ASSETS     

Insurance contract assets 32,753,967 1,753,947 8,508,509 43,016,423 

Reinsurance contract assets 3,823,959 2,910,394 30,193,788 36,928,141 

Unallocated assets - - - 748,048,443 

Total Segment assets 36,577,926 4,664,341 38,702,297 827,993,007 

     

LIABILITIES     

Insurance contract assets 270,035,825 40,816,577 39,048,357 349,900,759 

Reinsurance contract assets - - 10,687,718 10,687,718 

Unallocated assets - - - 467,404,530 

Total Segment liabilities 270,035,825 40,816,577 49,736,075 827,993,007 

     

 

 

 

As at December 31, 2022 

 

Motor 

 

Health 

Property & 

Casualty Total  

     

ASSETS     

Insurance contract assets - - - - 

Reinsurance contract assets 2,650,666 4,098,058 22,453,732  29,202,456  

Unallocated assets - - -  720,721,658  

Total Segment assets 2,650,666 4,098,058 22,453,732 749,924,114 

     

LIABILITIES     

Insurance contract assets 204,174,311 50,404,185 22,942,333  277,520,829  

Reinsurance contract assets - - -  -  

Unallocated assets - - - 472,403,285 

Total Segment liabilities 204,174,311 50,404,185 22,942,333 749,924,114 

     

     

As at December 31, 2021 

 

Motor 

 

Health 

Property & 

Casualty Total  

     

ASSETS     

Insurance contract assets - - - - 

Reinsurance contract assets 5,750,626 1,248,401 20,825,702 27,824,729 

Unallocated assets - - - 832,532,928 

Total Segment assets 5,750,626 1,248,401 20,825,702 860,357,657 

     

LIABILITIES     

Insurance contract assets 233,161,229 94,376,676 26,198,194 353,736,099 

Reinsurance contract assets - - - - 

Unallocated assets - - - 506,621,558 

Total Segment liabilities 233,161,229 94,376,676 26,198,194 860,357,657 
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10 OPERATING SEGMENTS (CONTINUED) 

 

As at March 31, 2023 

 

Motor 

 

Health 

Property & 

Casualty 

Total Insurance 

Operations 

     

     

Insurance revenue 53,960,820 16,718,576 11,024,863 81,704,259 

Insurance service expense (74,787,940) (14,416,381) (8,354,449) (97,558,770) 

Net expenses from reinsurance contracts held (822,371) (2,009,559) (2,776,075) (5,608,005) 

Insurance service result (21,649,491) 292,636 (105,661) (21,462,516) 

     

Finance income/(expenses) from insurance contracts issued (1,123,939) (306,102) (354,627) (1,784,668) 

Finance income/(expenses) from reinsurance contracts held 29,583 38,333 (105,834) (37,918) 

Net insurance finance income/(expenses) (1,094,356) (267,769) (460,461) (1,822,586) 

     

Investment income on financial assets at amortised cost - - - 889,407 

Investment income on financial assets measured at FVTPL cost - - - 2,836,596 

Net impairment reversal / (loss) on financial assets - - - 54,662 

Net investment results - - - 3,780,665 

     

Net insurance and investment results    (19,504,437) 

     

Other operating expenses    (2,653,413) 

Other income    6,720,111 

Income attributed to the shareholders before zakat and income tax    (15,437,739) 

Provision for zakat & tax    (2,500,000) 

NET LOSS ATTRIBUTED TO THE SHAREHOLDERS AFTER 

ZAKAT AND INCOME TAX   

 

(17,937,739) 

 

 

 

As at Mar 31, 2022 

 

Motor 

 

Health 

Property & 

Casualty 

Total Insurance 

Operations 

     

     

Insurance revenue  58,126,005   26,459,172   2,258,006   86,843,183  

Insurance service expense  (79,118,849)  (46,282,362)  (44,932)  (125,446,143) 

Net expenses from reinsurance contracts held  (782,960)  (698,790)  (6,656,198)  (8,137,948) 

Insurance service result  (21,775,804)  (20,521,980)  (4,443,124)  (46,740,908) 

     

Finance income/(expenses) from insurance contracts issued  757,649   316,934   142,772   1,217,355  

Finance income/(expenses) from reinsurance contracts held  (33,403)  (17,153)  (30,757)  (81,313) 

Net insurance finance income/(expenses)  724,246   299,781   112,015   1,136,042  

     

Investment income on financial assets at amortised cost - - - 1,038,105 

Investment income on financial assets measured at FVTPL cost - - - 5,887,999 

Net impairment reversal / (loss) on financial assets - - - 1,202,397 

Net investment results    8,128,501 

     

Net insurance and investment results    (37,476,365) 

     

Other operating expenses    (3,558,426) 

Other income    1,511,706 

Loss attributed to the shareholders before zakat and income tax    (39,523,085) 

Provision for zakat & tax    (2,678,019) 

NET LOSS ATTRIBUTED TO THE SHAREHOLDERS AFTER 

ZAKAT AND INCOME TAX   

 

(42,201,104) 
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10  OPERATING SEGMENTS (CONTINUED) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

For the three-month period  

ended 31 March 2023 

Motor 

SAR 

Medical 

SAR 

Property 

& 

Casualty 

SAR 

Total 

SAR 
     

Gross Written Premiums      

Individuals 75,896,331 14,303,735 75,953 90,276,019 

Very small enterprises 2,366,143 13,970,274 291,045 16,627,462 

Small enterprises 5,267,289 563,594 998,700 6,829,583 

Medium sized enterprises 4,725,464 - 1,423,701 6,149,165 

Large enterprises 15,269,906 577 4,939,829 20,210,312 

Total gross written premiums 103,525,133 28,838,180 7,729,228 140,092,541 

 

For the three-month period  

ended 31 March 2022 

Motor 

SAR 

Medical 

SAR 

Property & 

Casualty 

SAR 

Total 

SAR 
     

Gross Written Premiums      

Individuals 78,504,913 79,131 - 78,584,044 

Very small enterprises 593,188 29,905,525 238,062 30,736,775 

Small enterprises 4,301,398 116,429 1,098,587 5,516,414 

Medium sized enterprises 2,542,733 - 1,491,173 4,033,906 

Large enterprises 22,426,749 14,252 3,867,149 26,308,150 

Total gross written premiums 108,368,981 30,115,337 6,694,971 145,179,289 

 

For the three-month period  

ended 31 March 2023 (Unaudited) 

Motor 

SAR 

Medical 

SAR 

Property & 

Casualty 

SAR 

Total 

SAR 

     

Gross written premiums 103,525,133 28,838,180 7,729,228 140,092,541 

Reinsurance premiums ceded      

- Foreign (778,372) (313,426) (4,936,580) (6,028,378) 

- Local  (194,593) (78,356) (770,684) (1,043,633) 

Net premiums written 102,552,168 28,446,398 2,021,964 133,020,530 

     
 

 

 

For the three-month period  

ended 31 March 2022 (Unaudited) 

Motor 

SAR 

Medical 

SAR 

Property & 

Casualty 

SAR 

Total 

SAR 

     

     

Gross written premiums 108,368,981 30,115,337 6,694,971 145,179,289 

Reinsurance premiums ceded      

- Foreign (635,078) (270,840) (4,826,691) (5,732,609) 

- Local  (158,769) (67,710) (891,064) (1,117,543) 

Net premiums written 107,575,134 29,776,787 977,216 138,329,137 
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11 BASIC AND DILUTED EARNINGS/(LOSS) PER SHARE 

 

Basic and diluted earnings per share for the three months period ended 31 March 2023 and 31 March 2022 have been calculated 

by dividing the net (loss)/ income for the period attributable to shareholders’ by the weighted average number of ordinary shares 

issued and outstanding shares (30 million shares) at the period end. 

 

12  RELATED PARTY TRANSACTIONS AND BALANCES 
 

Related parties represent major shareholders, directors and key management personnel of the Company, and companies of which 

they are principal owners and any other entities controlled, jointly controlled or significantly influenced by them. Pricing policies 

and terms of these transactions are approved by the Company’s management and Board of Directors. The following are the details 

of the major related party transactions during the period and the related balances:        
                                                                                                           

  Transactions for the period ended  Balance as at 

 

Related party Nature of transactions 

31 March 2023 

(Unaudited)  

SAR 

31 March 2022  

(Unaudited) 

SAR 

31 March 

 2023 

(Unaudited) 

SAR 

31 December 

 2022 

(Unaudited) 

SAR 

 

Major 

Shareholders Insurance premium written 1,301,474 2,209,667 9,141,081 9,259,420 
      

 Claims paid (225,854) (153,898) - - 
      

 Reinsurance premium ceded (144,619) (148,607) (1,555,917) (1,330,678) 
      

      

Board of 

Directors and 

committees’ 

members 

Remuneration fees, allowances 

and other expense (565,500) (549,911) (2,243,567) (1,757,690) 
      

 Insurance premium written 9,742,725 8,041,809 12,871,377 5,527,970 
      

 Claims paid (672,669) (1,147,329) - - 
      

 Insurance brokerage contracts (1,229,433) (1,112,336) (3,090,178) (2,219,320) 

      

Associate 

General and administrative 

expenses paid on behalf of the 

associate - - - - 
 

Balances in respect of the above transactions with related parties are included in the relevant accounts in the interim condensed 

statements of financial position and statement of income. 

 

Compensation of key management personnel  
 

Key management personnel of the Company include three top executives including the General Manager. The summary of 

compensation of key management personnel for the period is as follows: 

 

 31 March 2023 

(Unaudited) 

SAR  

31 March 2022 

(Unaudited) 

 SAR 
    

Short term benefits 1,063,920  370,750 

End of service benefits 44,272  43,100 

 1,108,192  413,850 
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13 ZAKAT AND INCOME TAX          
              

 Status of assessments           
              
  

Status of assessments 

The Company has filed zakat returns with the General Authority of Zakat and Tax (“ZATCA”) for the years from 2010 

to 2022.   

  

On review of the zakat return by ZATCA for the long period ended 31 December 2010, a demand of SAR 2,256,659 

was raised by the ZATCA. The Company paid this demand and filed an appeal with ZATCA. During 2014, ZATCA 

revised its assessment of the zakat return for the long period ended 31 December 2010 after taking into consideration the 

effect of portfolio transfer and raised an additional demand of SAR 64,738. The Company paid this demand. The final 

assessment has not yet been carried out by the ZATCA.  

  

On review of the zakat return by the ZATCA for the year 2011, a demand of SAR 2,378,604 has been raised by the 

ZATCA. The Company paid this demand and filed an appeal with ZATCA. On February 2019 ZATCA revised its 

assessment of the zakat return to SAR 2,053,604 after taken into consideration the deduction of statutory deposit based 

on the decision of the Appeal Committee.  

  

On review of the zakat return by the ZATCA for the year 2012, a demand of SAR 1,979,521 has been raised by the 

ZATCA. The Company paid this demand and filed an appeal with ZATCA. The final assessments have been carried out 

by the ZATCA, 

ZATCA rejected the objection and company appealed the cases in front of GSTC (High Tax Committee), the cases are 

still in discussion with GSTC 

 

On review of the zakat return by the ZATCA for the years 2013 and 2014 a demand of SAR 2,885,577 and SAR 

2,885,577 respectively as initial assessments, have been raised by the ZATCA. However, the Company has filed appeals 

with the ZATCA. As the final assessments for 2013 and 2014 have been issued (in 2020) the 2013/2014 initial 

assessments have been cancelled automatically.   

  

In 2020 the company received VAT assessments from ZATCA for the FY 2018 and 2019 amounted 3,924,845 VAT 

plus [1],089,003 VAT delay penalties. Company objected against the assessment and still in procedure. Company paid 

the VAT assessment and cancelled the penalties as per ZATCA initiatives and continue with the objection. ZATCA 

rejected the objection and company appealed the cases in front of GSTC (High Tax Committee), the cases are still in 

discussion with GSTC.  

 

   

In 2020, 2021 the company received zakat and WHT assessments from ZATCA for the FY 2014 to 2020, Company 

objected against the assessment and still in procedure. ZATCA rejected the objection and company appealed the cases in 

front of GSTC (High Tax Committee), the cases are still in discussion with GSTC.  

  

The summary for the appeals in GSTC:  

• From 2014 to 2018 zakat and withholding tax appeal  

• For year 2012 zakat appeal  

• From February to December 2018 VAT appeal  

• From January to December 2019 VAT appeal  

• From 2019 to 2020 zakat appeal. 

 
 
 
 
 
 
 
 
 
  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



BURUJ COOPERATIVE INSURANCE COMPANY 

(A SAUDI JOINT STOCK COMPANY) 

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS 

For the three-months period ended 31 March 2023 

 (All amounts in Saudi Riyals unless otherwise stated) 

 

36 
 

13 ZAKAT AND INCOME TAX (CONTINUED) 

 

 

The zakat and income tax charge for the period / year ended are as follows: 

  

 

         

       (Audited)  

      

31 March 

2023 

31 December 

2022 

31 March 

2022 
         

 Charge for zakat for the period / year    

         

 Charge for income tax for the period / year 2,500,000 6,650,274 2,678,019 

 Reversal for income tax charge for prior year / period  -  

 Reversal of deferred tax for the period / year    

         

         

 Zakat and tax charge for the period / year  2,500,000 6,650,274 2,678,019 

 

 

 

13 ZAKAT AND INCOME TAX (CONTINUED)  

 

      (Unaudited) 

      

31 March 

2023 

31 December 

2022 

31 March 

2022 

 Deferred Tax    
   

         

 Opening deferred tax asset   1,512,543   

 Deferred tax income    - 1,512,543  

 Closing deferred tax asset  1,512,543 1,512,543 - 

 

      

Three-month 

period ended Year ended Year ended 

      

31 March 

2023 

31 December 

2022 

31 December 2021 

         

 Opening zakat, income tax liability and deferred tax asset 28,072,830 32,841,217 30,147,838 

 Current charge for zakat tax for the period / year 2,500,000 9,672,767 11,456,333 

 Reversal for Zakat tax charge for prior year  (3,022,493) - 

 Deferred tax (income) expense for the period /year - - - 

 Settled during the period / year  (2,615,977) (11,418,661) (8,762,954) 

 

Closing zakat, income tax liability and deferred tax 

asset 
27,956,853 28,072,830 32,841,217 

 
 
14 SHARE CAPITAL           

              
 The authorized, issued and paid-up share capital of the Company is SAR 300 million divided into 30 million shares of 

SAR 10 each (31 December 2022: SAR 300 million divided into 30 million shares of SAR 10 each). 

 

The shareholders of the Company are subject 100% to Zakat. 
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15 CAPITAL MANAGEMENT        

              

 The Company manages its capital to ensure that it is able to continue as going concern and comply with the regulator’s 

capital requirements of the market in which the Company operates while maximizing the return to stakeholders through the 

optimization of equity balance. The capital structure of the Company consists of equity attributable to equity holders 

comprising paid share capital and reserves. The operations of the Company are subject to local regulatory requirements in 

the Kingdom of Saudi Arabia. Such regulations not only prescribe approval and monitoring of activities but also impose 

certain restrictive provisions e.g., capital adequacy to minimize the risk of default and insolvency on the part of the insurance 

companies and to enable them to meet unforeseen liabilities as these arise. In order to maintain or adjust the capital structure, 

the Company may issue right shares. As per guidelines laid out by SAMA in Article 66 table 3 and 4 of the Implementing 

Insurance Regulations detailing the solvency margin required to be maintained, the Company maintains solvency margin 

equivalent to the highest of the three methods as per SAMA Implementing Regulations. 

 

In the opinion of the Board of Directors, the Company has fully complied with the externally imposed capital requirements 

during the reported financial year. 

 

 

 

 

 

 

 

          
 

  
16 STATUTORY DEPOSIT       

   

           
   

 Statutory deposit represents 10% of the paid-up capital of the Company which is maintained with local bank designated 

by SAMA in accordance with the Cooperative Insurance Companies Control Law for insurance companies. This statutory 

deposit cannot be withdrawn without the consent of SAMA. 

Accrued interest on the statutory deposit amounting to SR 2,912,412 (31 December 2022: SR 2,582,066) has been 

presented in the statement of financial position. 

 

 

 

      

  (Unaudited)  

 

      

 

31 March 

2023 

31 December 

2022 

1 January 

2022 

 Term deposits 30,000,000 30,000,000 30,000,000 

 Less: Impairment allowance  (1,198) (1,183) (3,133) 

 

      

 29,998,802 29,998,817 29,996,867 

 

  
 

17 APPROVAL OF THE INTERIM CONDENSED FINANCIAL STATEMENTS 

          
The interim condensed financial statements have been approved by the board on 29 Dhuʻl-Qiʻdah 1444H, corresponding to 

18th June 2023. 


