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INDEPENDENT AUDITORS REPORT ON REVIEW OF INTERIM CONDENSED
FINANCIAL INFORMATION

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

Introduction

We have reviewed the accompanying interim siatemnent of financial positon of Saudi Ambian Cooperative
Insurance Company (A Saudi Joint Stock Company) (the “Company'™) as at 30 Seprember 2017 and the
related intedm statement of insurance operations’ surplus, interim statements of comprehensive income -
insurance operatdons and sharcholders” operatons for the three and nine month periods then ended, the
interim statement of changes in sharcholders’ cquity and Intenim statements of cash flows - insurance
operations and sharcholders” operations for the nine month period then ended and the related notes 1 to 17
which form an integral part of this interim condensed financial informaden. The Company’s management is
responsible for the preparaton and presentation of this interim condensed financial mformadon in
accordance with Internanonal Accounung Standard 34 “Interdm Financial Reporting” and Saudi Arabian
Monetary Authority’s (SAMAY) guidance for the aceounung of zakat and tax. Our responsibility is to express
2 conclusion on this interim condensed financial informadon based on our review.

Scope of Review

\We conducted our review in accordance with Intemanonal Standard on Review Engagements 2410, “Review
of Interim Financial Informaton Performed by the Independent Auditor of the Entty” as endorsed in the
Kingdom of Saudi Arabia. A review of mnierim financial informanon consists of making inquiries, pamarily
of persons responsible for financial and accounting matters, and applying analyncal and other review
procedures. A review is substandally less in scope than an audit conducted in accordance with International
Standards on Audiung that are endorsed m the Kingdom of Saudi Arabia, and consequendy does not enable
us to obuain assurance that we would become awase of all significant matters that might be identified in an
audit. Accordingly, we do not espress an audit opinion.

Conclusion

Based on our review, nothing has come (o our attenuon that causes us to believe that the accompanying
interim condensed financial information as at 30 September 2017 is not prepared, in all matedal respects, in
accordance with International Accounting Standard 34 “Interim Financial Reporting™ and SAMA guidance
far the accounung of zakat and tax.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Corapaay)

INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2017

(Al amounts in Saudi Riyals unless otherwise stated)

30 September 31 December

2017 2016
Note (Unaudited) (Audited)

Insuraace operations' assets
Cash and cash cquivalents 4 76,135,891 70,238,851
Tume deposits 5 133,000,000 149,800,000
Reinsurers' share of outstanding claims and reserves 336,610,211 379,753,132
Reinsurers' shace of unearned premiums 71,050,386 44,019,014
Deferred policy acquisiuon costs 25,222,169 19,644 444
Premiums and reinsurance balances receivable 6 253,055,267 154,838,544
Held-to-maturity investment 7 10,000,000 10,000,000
Available for sale investment 7 12,701,618 12,943,942
Peepayments and other assets 33,538,351 30,397,387
Due from related parties 8 89,755,475 70,057,529
Property and equipment, net 8,563,300 7,027,868
Total insurance operations’ assets 1,049,632,668 948,720,711
Shareholdess’ assets
Cash aad cash equivalents 4 47,980,536 1,374,609
Time deposits S 237,500,000 264,000,000
Due from insurance operauons 24,768,768 15,514,891
Prepayments and other assets 1,111,574 1,643,112
Seatutory deposit 25,000,000 25,000,000
Accrued income from sratutocy deposic 1,198,958 974,660
Total shaceholdess’ assets 337,559,836 308,507,272
Total insurance operations' and shareholders' assets 1,387,192,504 1,257,227,983

Continned 1o p-3

The nores on pages 10 to 22 are an integral part of these interim condensed Gnancial statements.
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SAUDI ARABTAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

INTERIM STATEMENT OF FINANCIAL POSITION

AS AT 30 SEPTEMBER 2017

(Al amounts in Saudi Riyals unless otherwise stated)

Insurance operations’ liabilities

Due to sharcholders' nperatoas

Gross outstanding claims and reserves
Gross unearned premivms

Unearned commission mcome
Reinsurance balances payable

Acerued expenses and other liabilives
Employees' end-of-service benefies
Total insurance operations' liabilities

Insurance operations' surplus

Insurance operanons' susplus distabution payable
Fair value reserve for available-for-sale investment
Total insurance operations' habilities and surplus

Shareholders' liahilities
Provision for zakat

Accounts payable

Return payable on statucory deposic
Total shareholders' Liabilities

Shareholders' equity
Share capiral

Stanutory reserve

Reratned earnings

Total shareholders' equiry

Total shareholders' Labilities and equity

Total insucance operations' labilities and surplus
and shareholders' liabilities and equity

30 September

31 December

2017 2016
Note (Unaudited) (Audited)

24,768,768 15,514,891
524,616,063 554,802,588
305,396,274 230,953,341
14,883,826 11,359,320
75,020,954 49,062,978
77,651,206 59,474,255
14,836,753 14,555,491
1,037,173,844 935,722,864
12,337,484 12,634,182
121,340 363,665
1,049,632,668 948,720,711
5,512,534 7,685,943
691,003 1,729,500
1,198,958 974,660
7,402,495 10,390,103
10 250,000,000 250,000,000
9,623,434 9,623,434
70,533,907 38,493,735
330,157,341 298,117,169
337,559,836 308,507,272

1,387,192,504

1,257,227 983

The notes on pages 10 to 22 are an integral part of these mterim condensed financia) statements.
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SAUDI ARABTAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stack Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' SURPLUS

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 36 SEPTEMBER 2017

(Al amounts in Sauds Riyals unless otherurse stated)

Revenuces

Cross watten promivmas

Reinsurance premiums ceded

Fixcess ofloss/ stop loss premiums
Net written premiums

Movement in unearned premsnms, acc

Net carned premiums

Comnussion mcome
Income from investments
Special commissfon income
Other underwniting income
Othec income

Total insurance revenues

Cosis and cxpenses

Gross clums pad

Reinsuren' share of claims pad

Net claims paid

Movement in outstanding claimg, ncc
Net claims incurred

Policy acquisition costs

Geneeal and adnunistraton expensces
Provisiun for doubiful receivables
Inspeetion and supervision fees

Jmpaiment of avaslable-for-sale investunent

Total costs and expenses

Net surplus for (be period (rom insurance operadons
Sharcholders’ appropriation from surplus

Netsurplus lor the period from insurance operauons

alter shareholders' appropriation

Three months period ended

Nine months period ended

30 Scpiember 30 September
2017 2016 2017 2016
Note  (Unaudited) (Unaudited) (Unaudited) {Unaudited)

157,113,905 160,436,000 680,965,362 681,938,046
(17,231,02) (28,929,481}  (210,392,023) (210,770,088)
2,511,778 (23,323.937) _ (18,841,649) (37,070,408)
142,394,631 108,183,482 451,731,690 434,098,450
(775,621) 15,352,996 (47,411,613) (48,363,925)
141,619,010 123,536,478 404,320,077 385,734,525
13,685,413 14,435,857 40,113,118 40,023,194
297,108 297,881 812,153 1,142,976
945,701 1,507,572 2,382,532 3,929,037
912,231 1,098,196 3,036,192 2,619,772
163,694 916,968 960,452 3,669,456
157,623,157 141,792,052 451,624,524 437,118,960
109,719,903 92,542,787 341,510,331 344,847,119
(25,486,360)  (19,056,062)  (80,826,952) (69,424,673)
84,233,543 73,486,725 260,683,379 275,422,446
11,254,600 2,263.996 12,956,395 (14,612,225)
95,488,143 75.750,721 273,639,774 260,810,221
17,336,713 18,181,719 51,445,994 53,646,098
24,423,807 23,412,347 78,410,908 69,121,554
6 1,186,659 2,735,368 3,920,351 3,786,303
1,900,075 1,675,329 6,133,472 5922,155

- 2,424,851 - 2,424,831
140,335,397 124,180,3)5 413,550,499 395.711,162
17,287,760 17,612,637 38,074,025 41,407,798
(15,558,984)  (15,851,373)  (34,266,623) (37,267,018)
1,728,776 1,761,264 3,807,402 4,140,780

e notes on pages 10 10 22 are an integea) part of thexe nteam condensed financia) statements,
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Sauds Joint Stock Company)

INTERIM STATEMENT OF INSURANCE OPERATIONS' COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(Adl amounts ig Saudi Riyals unless otherwise stated)

Three months period ended  Nine months period ended
30 September 30 September
2017 2016 2017 2016
Not¢ (Unaudited) (Unaudited)  (Unaudited) (Unaudited)

Net surplus for the period from insurance operations
after shareholders® appropriation 1,728,776 1,761,264 3,807,402 4,140,780

Other comprehensive income / (loss) :
Items thar may be reclassified 10 statement of insurance
opcratony’ surplux in xubsequent periad:

Change in fair value of available-for-sale investments 7 (177,839) (629,335) (242,324) (629,335)

Total insurance operations' comprehensive
income for the period 1,550,937 1,131,929 3,565,078 3,511,445

The notes on pages 10 10 22 are an integral part of chese interim condensed hnanonl satemens
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SAUDJI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Jaint Stock Company)

INTERIM STATEMENT OF SHAREHOLDERS' COMPREHENSIVE INCOME
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017

(Al amounts in Saudr Rivals unless otherwise starcd)

Nute

Appropaauon of suplus from insurance operations
Special commsssion income
General and admimsteauon expenses
Netincome for the pedod
Other comprehensive income
Change in fair value of avaable for sale invesiment
Total comprehensive income for the period
Earnings per share
Basic and diluted carvings per shace (10 Saudi Riyals) I
Weighted average number of shares in issue dheoughout
the perod (in thousands) i

Three months period ended Niae months penod ended

30 September 30 September
2016 2016
(Unaudired (Unaudired and
2017 and restated - 2017 restated - Note
(Unaudited) Now: 16) (Unaudited) 16)
15,558,984 15,851,373 34,266,623 37,267,018
1,215,451 1,745,817 4,294,546 4,331,628
(383,363) (225007)  (1,253,307) {958,820)
16,391,072 17,372,183 37,307,862 40,639,826
16,391,072 17,372,183 37,307,862 40,639,826
0.66 0.69 1.49 1.63
25,000 25,000 25,000 25,000

The notes on pages 10 1o 22 are an integral part of these nwcam condensed finanaal statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Scock Company)

[INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
POR THE NINE-MONTH PERIOD ENDED 30 SEPTEMBER 2017

(All amounts in Saudri Riyals unless otherwise stated)

Retained eamnings
Statutory /(accumulated

Note  Sharc capital rescrve losses) Total
Balance as at 1 January 2017 (Audited) 250,000,000 9,623,434 38,493,735 298,117,169
Totl comprehensive income for the period - - 37,307,862 37,307,862
Peovision for zaka 16 . - (5,267,690) (5,267,690)
Balance as at 30 Seprember 2017 (Unaudited) 250,000,000 9,623,434 70,533,907 330,157,341
Balance as at 1 January 2016 250,000,000 - (2,722,493) 247,277,507
Total comprchensive income for the penod - restated 16 - - 40,639,826 40,639,826
Provision for zakac 16 . . (4,962,019 (4,962,019)
Balance as a1 30 Seprember 2016 {Unaudited) 250,000,000 - 32,955,314 282,955,314

The notes on pages 10 to 22 are an integral part of these intenim condensed financial statements.
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SAUDI ARABJAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joia1 Stock Compaoy)

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

(All amounts /o Saudi Riyals noless othenvise stared)

Nine moaths period ended
30 September
Note 2017 2016

(Unaudi(ed) (Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES

Ner sueplus from insurance operations after sharcholders' appropnation 3,807,402 4,140,780
Adjusvments for:

Deprecianon 2,754,435 2,660,605
Provision for doubrful reccivables 6 3,920,351 3,786,303
Provision for Lmployees’ end-of-service benefies 2,193,908 3,903,696
Sharcholders’ appropriation from surplus 34,266,623 37,267,018
lmpairmenc of available-for-sale investment - 2,424,831

Changes in operating assets and liabilities:

Reinsurees' share of outstanding claims and rexceoves 43,142,921 39,266,832
Remsusers' share of unearned premsums (27,031,372) (28,686.,405)
Deferred policy acquisition cosrs (5,577,725) (3,304,832)
Premiums and reinsurance balances receivable (102,137,074)  (70,068,931)
Prepayments and other assets (3,140,964) (6,617,418)
Duc from celated paenies (19,697,946)  (14,510,207)
Gross outstanding caims and reserves (30,186,525) (53,879,059)
Gross uacarned premiums 74,442,933 77,050,330
Uneamed commission income 3,524,506 3,582,899
Reinsurance balances payable 25,957,976 14,165,679
Accrued expenses and other babilivies 18,176,951 9.058,480
Cash (rom operaling activities 24,416,400 20,240,601
Pobseyholders surplus paid (4,104,100) -
Lmployees' end-of-service benefits paid (1,912,647) (231.321)
Net cash (rom operating acuvities 18,399,653 20,009,280
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment (4,289,867) (2,337,780)
Increase/(deceease) m ome deposits 16,800,000 (35,600,000}
Net cash from/(used (n) invesung activities 12,510,133 (37,937.780)
CASH FLOWS FROM FINANCING ACTIVITY

Due to shareholders’ opcrations, net (25,012,746) (14,912,934)
Net cash used in financing acuviry (25,012,746) _ (14,912,934)
Netincrease/(decrease) in cash and cash equivalents 5,897,040 (32,841,434)
Cash ang cash equivalents a1 the beginning of the period 4 70,238,851 76,151,599
Cash and cash equivalents at the end of the period 4 76,135,891 43,310,165

Supplemental non-cash information:
Change in far value of avalable-for-sale investments 7 (242,324) {629,335)

The notes on pages 10 1o 22 are an sategeal pact of these inteam condensed ﬁnlni?l«jmm:
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)
INTERIM STATEMENT OF SHAREHOLDERS' CASH FLOWS

FOR THE NINE-MONTH PERIOD ENDED 30 SEPTEMBER 2017
(AN amounts in Sauds Riyals unless otherwise stated)

Nine months period ended
30 September

Note 2017 2016
(Unaudited) (Unaudited)
CASH FLOWS FROM OPERATING ACTIVITIES

Income before zakat 37,307,862 40,639,826
Adjustments for:

Appropnation of surplus from insurance operations income (34,266,623) (37,267,018)
Changes in operating assets and liabilities:

Prepayments and other assets 531,538 (808,286)
Accounts payable (1,038,497) (25,500)
Cash generated from operations 2,534,280 2,539,022
Zakat paid (7,441,099) (2,904,890}
Ner cash used in operating activities (4,906,819) (365,868)
CASH FLOWS FROM INVESTING ACTIVITIES

Decrease/ (increase) in time deposits 26,500,000 (13,600,000)
Net cash from/ (used in) investing activity 26,500,000 (13,600,000)

CASH FLOWS FROM FINANCING ACTIVITIES

Due from insurance operations, net 25,012,746 14,912,934
Net cash from financing activities 25,012,746 14,912,934
Net increase in cash and cash equivalents 46,605,927 947,066
Cash and cash equivalents at beginning of the perod 4 1,374,609 359,687
Cash and cash equivalent at the end of the period 4 47,980,536 1,306,753

The notes on pages 10 to 22 are an integral part of these interim condensed financial statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

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

(Al amounts in Saudi Riyals unless otherwise srated)
1 ORGANIZATION AND PRINCIPAL ACTIVITIES
Saudi Arabian Cooperative [nsurance Company (the “Company™) is a Saudi Joint Stock Company registesed in the
Kingdom of Saudi Arabia under commercial registration No. 1010237214 dated 7 Shaban 1428H, (corresponding to 20
August 2007). The registered office address of the Company is P.O. Box 58073, Riyadh 11594, Kingdom of Saudi
Arabia. The objectve of the Company is to wansact cooperative insurance operations and relared activites in the
Kingdom of Saudi Arabia. Its principal Unes of business include all classes of general insurance. The Company was lisced
on the Saudi Stock Exchange (“Tadawul™) on 3 Septermber 2007.

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

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

On 29 Shaban 1428H (corresponding to 11 Seprember 2007), the Saudi Arabian Monetary Authority (“SAMA”) issued a
formal approval to transact insurance business, thus autbonzing the Company to comnence operations as soon as
product approval and related formalities are completed.

2 BASIS OF PREPARATION
Statement of compliance
During 2017, SAMA issued a circular number 381000074519 dated 11 Apcil 2017 (corresponding to 14 Rajab 1438H)
(the “Circular”) and subsequent amendments through certain clanfications relating to the accounting for zakat and
incorue taxes. The impact of these amendments is that zakat and tax will be recognized in the interun statement of
changes in shareholdess’ equity with a corresponding liability in the ntedm statement of financial posinon.

Applying the above framework, the intedm condensed financial statements (interim condensed financial informaton) of
the Company as at and for the threc-monrh and aine-month pedods ended 30 September 2017 have been prepaced
using the Inrernadonal Accounting Standard 34 - Tnterim Financial Reporung (“TAS 347) and SAMA guidance for rhe
accounting of zakat and income raxes.

Until 2016, the integm condensed financial statements of the Company were prepared in accordance with the IAS 34.
This change in framework resulred in a change in the presentation of zakar and income tax as disclosed in Note 16 to the
inteam condensed financial statements.

Basis of measurement

The interim condensed financial statements are prepared under the going concern basis and the historical cost
convention, except for the measurement at fair value of available-for-sale nvestment. The Company presents iis
statement of financial position in the order of liquidity.

As required by the Saudi Arabian Insurance Regulatons, the Company mainrains separate books of accounts for
Insurance Opecations and Shareholders® Operations and presents the financial starements accordingly. Assets, liabilities,
reverues and expenses clearly attriburable o either activiry are recorded in rthe respective accounts. The basis of
allocation of expenses from joint operations §s determined and approved by the management and the Board of Direcrors.

These intedm condensed financial statements have been presented in Saudi Rigals being the functional and presentation
currency of the Company.

These inteam condensed financial statements do not include all the information and disclosures required in the annual
Anancial srarements, aad should be read in conjuncijon with the Company’s audited Gnancial statements for the year
ended December 31, 2016.

In management’s opinion, these intenm condensed financial statements reflect all adjustments (which include normal
recorning adjusuments) necessary to present fairly the resvlts of operanons for the mterm penod presented. The
Company's intenm sesults may not be indicative of its annual resulrs.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (UNAUDITED)
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED 30 SEPTEMBER 2017
(Al amounrts in Saudi Riyals unless otherwise stared)

3 NEW STANDARDS, AMENDMENTS AND INTERPRETATIONS

Accounring and risk management pobcies

The accovnting and dsk management policies adopted sn the preparation of these interim condensed financia)
statements ace consistent with the Company’s audited (inancsal statements for the year ended 31 December 2016, except
for the change in the accountng policy in eelation to accounting for zakat and income tax as per SAMA guidance
effectve 1 January 2017 (see Note 16) and adoption of the amendments to exisung standards mentoned below which
has bad no matenal impact o the financial statements of the Company:

Amendments to [AS 7 - “Starement of Cash Flows”, applicable for the annual perods begianing on or after 1 January
2017. The amendments tequire disclosures that enable users of Bnancial statements to evaluate changes in liabilities
ansing from financing actvites, including both changes ansing from cash flow and nion-cash changes

The Company has chosen not to early adopt the following new standards which have been issued but not yer effective
foc the Company's accounting vears beginning on or aftec 1 January 2017 and is cuorrently assessing their impact.
Following is a brief on the new IFRS and amendments o IFRS, effecive for anaual periods beginning on or afrer
Janvary 1, 2018:

a. IFRS 9 - "Financial instruments”, applicable for the annual penods beginning on or afterl January 2018, aad will be
applied retrospectively with some exempuons. The new standard presents revised guidance on the classification and
measurement of financial assets, including a new expected credit loss model for calewlatng impairment. TASB had
allowed temporary exempuon for companes issuing insurance contracts unul 2021 nc unal the new insurance
contracts standard is applied, if that is earlier.

b. IFRS 17 - “Insusance Contracts”, applicable for the penod beginning on or aftec 1 Janvacy 2021. The new standagd
inoduces revised jnsurance contract measurements principles and will replace existing [FRS 4 "Insvrance
Contracts.

c. IFRS 16 - “Leases”, applicable for the penod beginning on or after 1 January 2019. The new standacd eliminates
the current dual accounting model for lessees under TAS 17, which disunguwshes between on-balance sheet finance
leases and off-balance sheet operatng leases. Instead, IFRS 16 proposes on-balance sheet accounting model.

4 CASH AND CASH EQUIVALENTS

Foc the purpose of the interim statements of insurance operatons’ cash flows and sharcholderss™ cash flows, cash and
cash equjvalents comprise the following:

30 September 2017 31 December 2016
(Unaudited) (Audited)
Insurance Shareholders’ Insurance Shareholders'
opecarions opersations operatons operatons
Cash 1n banks 76,107,895 47,980,536 70,217,401 1,374,609
Cash on hand 27,996 - 21,450 -
76,135,891 47,980,536 70,238,851 1,374,609

Cash in banks are placed with counterpardes who have invesement grade credic ranngs. Ax at 30 September 2017, the
Company holds an amount of Sandi Riyals 334,287 (31 December 2016: Saudi Riyals 110,787), in a fiduciary capaciry, in
tespect of claims 0 be settled for a thicd party insuger. Accordingly, such amount is not accounted for in these mrerum
condensed financial sracements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY
(A Saudi Joint Stock Company)

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

5 TIME DEPOSITS
Time deposits represent deposits with local banks that have investment grade credir ratings and have an onginal
maturity of more than three months from date of acquisiton. The deposits earn commission at rate ranging from
1.35% t0 3.10% per annumm (31 December 2016: 2.7% to 3.95% per annum).

[nvesrment income earned upon matugity of the short-term placermnencts under insurance operations’ and
shareholdess’ assets recognized during the three-month period ended 30 Seprember 2017 amounted o Saudi Riyals
0.3 mullion (chree-month period ended 30 September 2016: Sauds Riyals 0.3 million).

6 PREMIUMS AND REINSURANCE BALANCES RECEIVABLE

[nsurance operations receivables are comprised of net amounts due from the following:

30 Seprember

31 Decemnber

2017 2016
(Unaudited) (Audited)

Premiums ceceivable 275,221,880 173,413,991
Retnsurance receivable balances 9,809,555 9,480,370
Toral premgums and reinsurance balances receivable 285,031,435 182,894,361
Less: Provision for doubiful receivables (Pecemimim receivable) (31,334,177) (26,603,278)
Less: Provision for doubtfu) receivables (Resurance balances) (641,991) (1,452,539)

(31,976,168) (28,055,817)

253,055,267 154,838,544

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

30 September

31 December

2017 2016
(Unaudited) (Audited)
Beginning balance 28,055,817 22.919,742
Provision made during the period / year 3,920,351 5,136,075
Ending balance 31,976,168 28,055,817
INVESTMENTS

Insuraunce operations

a. Held-to-maruriry investment

As at 30 Seprember 2017 and 31 December 2016, the Company’s investment in Islamic bonds (“Sukuk™), jssued by
a local bank, amounted o Saudi Riyals 10 million comprising of 10 Sukuk denomunated at Saudi Riyals 1 million
each and a margin equivalent to 6 month SIBOR plus 130 basis points, having marurity dace of 27 May 2025. See

also note 12

b. Available-for-sale investment

Beginning balance

Unrealized (loss) / gain from change in fair value
Impairment oss

Ending balance

30 September

31 December

2017 2016
(Unaudited) (Audited)
12,943,942 14,162,233
(242,324) 1,206,540
- (2,424,831)
12,701,618 12,943,942

Available-for-sale investment included Saudi Riyals 1.9 million m respect of the Company’s share in the capital of
Najm for Insurance Services Company (“Najm’) which represents a 3.85% equity holding in Najm. As ar 30
September 2017 and 31 December 2016, managemenr believes that the cacrying amount of the available-for-sale
investment is a reasonable estimate of its fair value (Note 12).
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RELATED PARTY TRANSACTIONS AND BALANCES

Related pacties represent major shareholders, key management personnel of the Company and companics wheee they are peancipal
owners and other enties significantly influenced by them. Pricing policies and terms of these transactuons are approved by the
Company’s management.

a. Transactions with relared panies

‘The following ate the detatls of major related pactes’ transactions during the nine-month perod ended 30 September:

30 Seprember 30 September

2017 2016
(Unaudiced) (Unaudited)

Related parties Nature of transactions
Sauds Acabian [nsurance Company Amounts received / (pnid) on behalf of
B.S.C (C) (Sharcholder) SAICO B.S.C (C), net (2,543,304) 420,987
Premiums ceded 4,263,230 3,685,700
Commission recetved 948,699 820,550
ACE Insurance Agents Liouted ("Agent”) (Affiliate) Premiums received through Agent 14,462,810 18,802,794
Claims paid through Agent 24,003 9,191
Commission expense 1,986,581 2,723,064
ACE Limited (Affiliate) Premiums and claims, net - (1,443)
ACE Insurance and Reinsurance Brokers Limiced Premiums received through Broker, net 172,629,704 177,156,210
("Broker") {\ffiliate) Commixsion expense 22,452,455 23,307,027
Peemiums ceded through Broker 112,443,740 99,191,473
Commission received 14,553,386 12,964,366

b. Balances with related parues
The above teansactions with the rclated partes resulied in the following balances as at the financial reporting dase:

30 September 31 Dccember

2017 2016
Due from / (10) related parties Nawure of transacrions (Unaudited) (Audired)
ACY Inxurance and Rewnsurance Brokers Limsted
("Broker”) affihate Insurance operatons 77,675,909 57,186,835
ACE Insurance Agents Limited ("Agent™) (Affiliate) tnsurance operations 13,424,767 11,672,591
Saudi Arabia sueance Compa S . -
‘_‘Ud‘ Arabian [nsueance Company BS.C (C) Insurance operauons (1,655,336) 887,968
(Sharcholders)
ACLE Limited (Affiliate) [nsurance operatons 310,135 310,135
89,755,475 70,057,529
Due (o related parties
Employces’ end-of-service benefirs Insurance operatons 3,549,558 3,459,986

c. Compensation of key management personnel

Key management pecsonnel of the Company include all dircetors (execunves and non-exccutives) and semor management. The
summary of compensation of key management personnel (or the ninc-month period ended 30 Scprember ix as follows:

30 September 30 Scptember

2017 2016
(Unaudited) {Unaudited)
Short-term benefits 10,477,299 5,877,652
Bonus 2,000,160 1,375,920
Employees’ end-of-scrviee benefits 268,717 252,403
12,746,176 7,505,975
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

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

(AU amounts in Sauds Riyals unless otherwise stated)

10

11

SHARE CAPITAL

As at 30 Seprember 2017 and 31 December 2016, the authorized, issued and pad up shace capual of the Company
amounted to Saudi Riyals 250 million divided into 25 million shares of Saudi Riyals 10 each.

BASIC AND DILUTED EARNINGS PER SHARE

Basic and diluted eamings per share for the pedod have been calenlated by dividing the ner income for the period by the
weighted average numbec of shares in issue throughout the penod. Also refer note 16.

FAIR VALUE OF FINANCIAL INSTRUMENTS

Fax vaue is the price that wounld be received to sell an asset or pad 1o transfer a bability in an orderly teansaction in the
principal (or the most advantageous) market benween market participants at the measurement date, under current market
conditons regardless of whether that price is directly observable or estimated using another valuation technique.

The fair values of the Company's cecogmzed financial instcuments are not significandy different (tom the carrying values
included in the interim condensed financial statements.

detenmiaation of fair value and fair value bhieracchy
The Company uses the following hiesacchy for determining and disclosing the faic value of financial instroments:
Level I Quoted market prices in an actve marcket (thar are upadjusied) for identical assets or liabilities,

Level 20 Valuauon techniques (for which the lowest level inpur that is significant to the faic value measugement is
directy or indirectly observable); and,

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

Dunng the nine-month penod ended 30 September 2017 and for the year ended 31 December, 2016, there were no
transfers becween Level 1 and Level 2 fair value measurements, and no transfecs 1iato ocr out of Level 3 fair value
measurements.

The folowing table summarizes the financial assets recorded at faic value by level of the fair value hieracchy.

As at 30 September 2017 (Unaudited) Insurance operations' assets
Level 1 Level 2 Level 3 Tocal
Financial assets
Held-to-matunty investments - 10,000,000 - 10,000,000
Avagable-for-sale investrments 10,778,538 - 1,923,080 12,701,618
10,778,538 10,000,000 1,923,080 22,701,618
As at 31 December 2016 (Audited) Insurance operations’ assets
Level 1 Level 2 Level 3 Total
Financial assets
Held-to-marurity investments - 10,000,000 - 10,000,000
Available-for-sale nvestments 11,020,862 - 1,923,080 12,943,942
11,020,862 10,000,000 1,923,080 22,043,042

The fair value of the orher financial assets and babilities, not included in the mble above, were not materally diffecent
feom theic carrying values included in the financial statements.
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SAUDI ARABIAN COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)
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14

CONTINGENCIES AND COMMITMENTS

a. Legal proceedings and regulations

The Company operates in the insurance indusuy and is subject to Jegal proceedings in the normal course of business.
While 1t 15 not practicable to forecast or determine the final results of all pending or threatened legal proceedings,
management does not believe that such proceedings (including litigations) will have a matera) effect on irs results and
financial position.

b. Operating lease commitments

Rental expenses under operating leases pertained to leases of office spaces in varous locations amounted to SR 0.6
mulion for the three months pedod ended 30 September 2017 (30 September 2016: SR 0.6 million) and SR 1.9 million
for the mne months period ended 30 Seprember 2017 (30 September 2016 SR 1.9 million) are recognized in the inteam
statement of income - insurance operatons.

Future minimum lease payments under the operating lease acrangements as ar the financial reporting date ace as follows:

30 September 31 December

2017 2016
Years (Unaudited) (Audited)

2017 695,210 845,738
2018 1,875,991 ;
2019 1,796,200 :
2020 1,796,209 -
2021 1,326,480
2022 732,576 -

8,222,674 845,738

NET UNDERWRITING SURPLUS

Ner underwriting surplus as defined by the management of the Company for the pedod is as follows:

Three months period ended Nine months period ended
30 September 30 Seprember
2017 2016 2017 2016

(Unaudited) (Unaudited) (Unaudited) (Unaudifed)
Net earned premiums 141,619,010 123,536,478 404,320,077 385,734,525
Commission income 13,685,413 14,435,857 40,113,118 40,023,194
Other underwriting tncome 912,231 1,098,196 3,036,192 2,619,772
Policy acquisition costs (17,336,713) (18,181,719) (51,445,994) (53,646,098)
Net claims incurged (95,488,143) (75,750,721)  (273,639,774) (260,810,221)
Net underwriting surplus 43,391,798 45,138,091 122,383,619 113,921,172

STATUTORY RESERVE

In accordance with the Company’s By-Laws and sn compliance with Ardcle 702)(g) of the Insurance Implementing
Reguladons issued by SAMA, the Company is requited to allocate 20% of its net income for che year o the stamcory
reserve until it equals the value of share capiral and such transfer is only made ac year end. The statutory reserve is not
available for distnbudon to shareholders undl liquidation of the Company.
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17

CHANGE YN ACCOUNTING POLICY

Effective 1 January 2017 following the Circular tssued by SAMA in relation to the accountng of 2akat and income rax,
the Company amended its accounting policy to charge zakar into retained earaings instead of income from operations
within interim statement of comprehensive income - shareholders' operations.

The Company used to charge zakac and income tx through the interim statement of sharcholder's comprehensive
income. As a result of the Circular, the Company has changed its presentation relating to zakat and income tax and now
has started to charge zakat and income tax directly to the interim statement of changes in shareholders' equity. The
Company has accounted for this change retrospectvely which resulted in the increase in total compreheasive income by
Saudi Riyals 1.9 million and 4.9 milion for the three-month and nine month periods ended 30 September 2016.

The effect of change 1n accounung policy on the comparaave for three monch and rine month periods ended on 30
Seprember 2016 financial stratements is summarized 1n the table below:

Toral comprehensive income for the period from shareholders'
operauons within inrerim staterments of comprehensive income -
shareholders’ operatons; and, changes in sharcholders' equity

Provision for zakar presented within inteam statement of
changes 1n sharcholders’ equity

Basic and diuted earnings per share in the statement of
comprehensive income -shareholders' operatons(in Sauds Riyals)

Total comprehensive income for the penod from sharcholders'
opceratons within interim statements of comprehensive income -
shaceholders’ operanons; and, changes in shareholders’ equicy

Prowision for zakat presented within interim statement of
changes in shareholders' equity

Basic and diluted earnings per share in the statemenc of
comprehensive income -shareholders' operauons(in Saudi Ruyals)

Theee month period ended September 30, 2016

Balances, as Effect of Balances, as
previously restatement restated
reported
15,460,874 1,911,309 17,372,183
- (1,911,309) (1,679,672)
0.62 0.07 0.69

Nine monrth period ended September 30, 2016

Balances, as Effect of Balaaces, as
previously restateraent restated
reported
35,677,807 4,962,019 40,639,826
(4.962,019) (4,962,019)
1.43 0.20 1.63

The above change in accounting policy did not have an smpact on inrerim statements of financial position and cash

flows for any of the year/period presented.

APPROVAL OF INTERIM CONDENSED FINANCIAL STATEMENTS

These inteom condensed financial statements were authorized for issue in accordance with a resolution of the Board of

Directors on 6_Safar 1439 H (corresponding to 26 October 2017).
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