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INDEPENDENT AUDITORS’ REPORT ON REVIEW OF INTERIM CONDENSED
FINANCIAL INFORMATION |
TO THE SHAREHOLDERS OF AL RAJHI COMPANY FOR COOPERATIVE INS
(A SAUDI JOINT STOCK COMPANY)

INTRODUCTION

We have reviewed the accompanying interim statement of financial position of Al Rajhi Company for
Cooperative Insurance (A Saudi Joint Stock Company) (the “Company™) as at 31 December 2017 and
the related interim statements of income - takaful operations and shareholders operations, interim
statements of comprehensive income for takaful operations and shareholders operations for the three-
month and year then ended and interim statement of changes in shareholders’ equity and interim
statements of cash flows for takaful operations and shareholders operations for the year then ended and
other explanatory notes. Management is responsible for the preparation and presentation of these
interim condensed financial information in accordance with International Accounting Standard 34 -
“Interim Financial Reporting” (IAS 34) as modified by Saudi Arabian Monetary Authority (SAMA) for
the accounting of zakat and income tax. Our responsibility is to express a conclusion on these interim
condensed financial information based on our review.

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on Review Engagements 2410,
“Review of interim financial information performed by the independent auditor of the entity” as
endorsed in the Kingdom of Saudi Arabia. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting maiters, and applying analytical
and other review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing as endorsed in the Kingdom of Saudi Arabia and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

CONCLUSION
Based on our review, nothing has come to our attention that causes us to believe that the accompanying

interim condensed financial information is not prepared, in all material respects, in accordance with
TAS 34 as modified by SAMA for accounting of zakat and income tax.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF FINANCIAL POSITION

TAKAFTUL QPERATIONS' ASSETS

Bank balances and cash

Contributions and te-takafil balances receivable
Finangial assets atfalr viilue through profitior loss
Avaifable-for-sale financial nssets

Prepayrients

Re-takaful shate of outstanding claims
Re:takaful share of uneatned contributions
Reé-takaful shaie of mathematical reserve
Deferred policy acquisition costs

Financial assets at amortised cost
Held-to-maturity investments

Due from shareholdets' operations

Other asséts

TOTAL TAKAFUL OPERATIONS® ASSETS.

SHAREHOLDERS* OPERATIONS® ASSETS
Bank balances and cash

Financial assets at fair value. through profit-or loss
Finaneial assets at.fair value through other. comprehensive income
Available-for-sale financial asgets

Maiiagément fees receivable - frofiy takaful operations
Advances.paid. to supplier

Finangial assets at-amortised cost

Held-to-niaturity iivestments

Propetty and equipmerit, net

Statutory depesits

Accrued incorie ~ statatory deposit

TOTAL SHAREHOLDERS' OPERATIONS® ASSETS

TOTAL ASSETS

Notes

7

8
10{i)b)
fa{i)h)

1)
H(liéa)

7
166ii)(5)
10fii)(e)
Hfii}{e)

10(ii)(a}
Iofu)a)

9

 A1-Dec-17  3l-Dec-l6
(Unaundited)  (Audited)
§Rr000 $R*000
579,282 388,772
263,285 310,802
124,829 £3,101

. 15,096

15,905 13,797
142,473 95,709
91,709 69,666
114 58
35,789 30,366
1,284,094 -
. 705,000

204,322 196,822
18,171 9,195
2,759.973 1,848,384
251,159 85,248
33,481 82,047
84,766 .

. 86,303

343,709 169,553
15,805 13,333
85,016 -

. 180,000

18,936 20,005
39,968 40,000
2,565 1,659
B74,405 78,144
3,634,378 2,526,528

i

Ahmed Suiaiman Al Rajhi

Abdulaziz Mohamimed Al Sedeas
Metnber-Board Chicf Executive Officer

The accompanying notes | to. 19 form.an integral part of these interim ¢ondensed financial information,

Robert Pereira
Chief Finaneial Officer
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AL RAJTHI COMPANY FOR COOPERATIVE INSURANCE

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF FINANCIAL POSITION (CONTINUED)

_ 31-Dec-17  3[-Dec-16
{(Unandited)  (Audited)
. Notes SR*000 SR'000
TAKAFUL OPERATIONS’ LIABILITIES AND SURPLUS
TAKAFUL OPERATIONS” LIABILITIES
Gross outstariding claims 893,231 542,610
Gross unearnied contributions 1,304,109 996,386
Unearned re-takaful gonunission incosie 71,072 6,778
Payables, aceruals and other lisbilities 80,497 51,891
Management fees payable — to shareholders™ operations 343,709 169,553
Re-takaful balances payable 66,318 50,679
Financial labilities at fair value through profit or losy 12 30,595 14,196
Other reserves - 134
2,728,531  LB32,177
TAKAFUL OPERATIONS' SURPLUS _
Surplus distributable to policyholders 4c) 34,442 16,111
Fair value resenve . 96
TOTAL TAKAFUL OPERATIONS! LYABILITIES AND SURPLUS 2,759,973 1,848,384
SHAREHOLDERS® OPERATIONS’ LIABILITIES AND EQUITY
Payables (0 SAMA 3,473 2,564
Provision for Zakat &tax i 26,490 18,391
Payables, accruals and other Liabilitics Wik 21,133
Diue-to tkaful operations 204,322 196,822
Employees' end of service benefits 10,283 9,871
TOTAL SHAREHOLDERS' OPERATIONS' LIABILITIES 276,345 248,781
SHAREHOLDERS' EQUITY
Share capital 400,000 400,000
Statutory reserve 54,297 17,725
Fdir value resérye 10¢Eix¢e) 1,552 502
Retainied ¢arnings 142,211 11,136
TOTAL SHAREHOLDERS' EQUITY 598,060 429,363
TOTAL SHAREHOLDERS"OPERATIONS’ LIABILITIES AND
EQUITY §74,405 678,144
TOTAL TAKAFUL OPERATIONS® LIABILITIES AND SURPLUS .
AND SHAREHOLDERS’ CPERATIONS® LIABILETIES AND:
EQUITY 3,634,378 2,526,528
A ™
Ahmed Sulaiman Al Rajhi Abdulaziz Mohammed Al Sedeqs Roben Peréirg
Member-Boardl Chief Executive Officer Chief Finaniciel Officer

The accompanying notes 1 1o 19 form an integral part of these interin: condensed financial information.
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AL RATHI COMPANY FOR COOPERATIVE INSURANCE

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF INCOME — TAKAFUL OPERATIONS

Eor thé three month period

> For the year ended
ended _
Noti 31-Dec-17 3-Dec-16 31-Dec-17 31-Dec-16
i SR’000 SR'000 SR'060 SR'000
(Unandited)  (Unaudited) (Unaudited) (Audited)

Grosy contributions writteh 463,833 475,715 3,193,474 1,948,650
Re-takaful contributions ceded (23,464) (8,187 (105,981) (77,752}
Excess of loss (2,823 (3,222 {14,475) (14,545}
NET CONTRIBUTIONS WRITTEN 637,366 450,306 3,073,018 1,856,353
Change in unearned conttibuttons, net: 117,512 (17.076) (285.680) {320,170
NET CONTRIBUTIONS EARNED 755,078 442,230 2,787,338 1,536,182
Policy fees and other incorne 3,023 1,756. 10,193 6,589
Re-takaful commission incoms 3,445 2,69% 12,243 12,573
TOTAL UNDERWRITING

REVENUE 61,546 446,685 2,809,774 1,555,344
{Gross claims paid (617,800} (342,884) £2,073,776) (1,128,452)
Re-takafuyl share of claims paid 18,048 9,130 31,920 40,555
NET CLAIMS PAID (589,753 (333,754) (2,041,856) (1,088,297
Movement in outstaniding ¢lairas, net (30,828) (47,358) (303,857 (196,588}
NET CLAIMS INCURRED {630,580} (381,112) (2,345,713 1,284,885}
Inspection and supervision fees (4,549) 2,862) (20,181) (11,634)
Policy acquisition costs (29,070) (13,979). (94,456} (45,136}
Other cxpenses {3,394) {1,113y (10,249) (8,333
Change in mathematical reserve (5,139 3.514) (15,382) (8,604)
Other income 2761 1,293 5,809 3,913
TOTAL CLAIMS ANDOTHER )
EXPENSES (669,971} (40L,347) (2,480,172) (1,354,679
NET UNDERWRITING SURPLYS 91,5758 45,338 329,602 200,665
Special commisgion incore 12,260 9,159 28,053 21,786
Net gains on investments mangdatorily

measiifed at fair value through profit of

loss 1,591 . 5,370 «
Impairment loss éh) (258) - {416)

Mariagement fee for administration of

takaful operations (53,374) (36,170) {173,601 {135,297)
Net surplus for the perigd / year 51,794 18,327 189,008 87,154
Management fee attributable to

shareholders’ operations {46,615) {16,494y (170,108) {78.439)
NET SURPLUS DISTRIBUTABLE _

TO POLICYHOLDERS {\>\ 5,179 1,833 18,900 8,715

- ),
A ( NN/ 1% S

Ahmed Sulaiman Al Rajhi “ABduldziz Mohammed Al Sedeas Robert Pereira

Membet-Board

The accompanying notes 1 (o 19 form an integral part of these intetim condensed finangial information,.

Chief Bxecutive: Officér

Chief Financial Officer
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)
INTERIM STATEMENT OF COMPREHENSIVE INCOME ~ TAKAFUL OPERATIONS

For the three vionth period ended For the year eniled
3t-Dec-17 2 -Dec-16 31-Dec-17 31-Dec-16
SR000 SR'000 SR'000 SR00G

{(Unaudited) (Unaudited): {Unandited) {Audited)
Net surplus distributabsle to policyholders 5179 1,833 18,900 8,715
Other comprehensive income fo be
reclassified subsequerttly to the statement of
fncome: ' '
Net change i fair value of available-for-sale
investrients . (237) - 74
TOTAL COMPREHENSIVE INCOME,

FOR THE PERIOD / YEAR 5,179 1,596 18,900 8,789

Ahmed Sulaiman Al Rujhi ‘Abiulaziz Mohammed Al Sedeas Robert Pereita
Membet-Board Chief Executive Officer Chief Financial Officer

The accompanying notes | to 19 form an integral part of these interim condensed financial information,




AL RATHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY) o
INTERIM STATEMENT OF INCOME - SHAREHOLDERS' OPERATIONS

For the three month: period For the year ended
ended
31-Dec-2017  31-Dec-2016  31-Dec-2017 31-ilec-2016
Nofe  SR000 SR000 SR'000
(Unaudited) (Unaudited)  (Unaudited)
(Restated) (Resmted)

REVENUE
Management fee for rdministeation of takaful operations 53,374 36,170 173,601 135,297
Management tee atiributable to- shareholders’ operations 46,615 16,494 170,108 78,439
Dividend income (138) 266 3,407 3,699
Net gains ont investrients mawdagortly measured at fair
value through profit or loss 637 - 2,585
Net change in fair value of investments held as Fair value
through-income statement - 14,988 - 4,733
Spectal commission income on held to maturity
investments 1,180 2,590 4,576 9,614
Reversal of {ipairment loss 6(h) 47 - 67
Realiséd gain or sale of available for sale investments " 144 - 758
Other income 613 1,784 2,127 1,784
TOTAL REVENUE 142,328 72,436 " 356,471 234,324
Gerieral and adntifiistrative expenses (53,374) {36,170) (173,601) {135,297)
INCOME FROM OPERATIONS 48,954 36,266 182,870 99,027
BASIC AND DILUTED EARNINGS PER SHARE

(SAUDI RIYALS) 13 1.22 (.91 4.57 248

T £ /£

Ahmed Sulaiman Al Rajhi Abdulaziz Mohammed Al Sedeas Robert Pereira
Meémber-Board Chief Executive Officer Chief Financial Officer

The accompanying netes | to 19 forman integral part.of these interim condensed financial i_nformation.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF COMPREHENSIVE INCOME -

OPERATIONS

Income from operations

ftems that will not be recycled to: statement of
income in subsequent periods:

Net gains on gquity invesiments designated at
fair value through other comprehensive income

Items that may be recycled to statement of
incoiné in subsequent periods;

Net chiange'in fair value of availabla-foe-gale
investments

TOTAL COMPREHENSIVE INCOME
FORTHE PERIOD / YEAR

T

SHAREHOLDERS”

For the three month period

Note For the year ended
ended

31-Dec-17  3E-Dec-I§ 3-Dec-l?7  3F-Dec- it

SR000 SRFo00 SR'000 SRgou

(Unaudited)  (Unaudited)  (Unawdited)  (Auditedd

{Restated) {Restared)
48,954 36,266 182,870 99,027

10t} ey 670 1,852

- 206 - 241
48,283 36,562 184,422 69,268

Abhmed Sulaiman Al Rajhi
Member-Board

Abdulaziz Mohammed Al Sedeas
Chief Bxecutive Officer

Robert Pereira
Chief Financial Officer

The dccompanying notes 1 te 19 form an integral part of these interim eondetised finaneial information.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the year ended

Retaineil
Share  Statutory Falt value earings./ _
capital reserve reserve (deficit) Total
SR*000 SR'000 SR000 SR'000 SR*000
Balanee ag-at | January 2016 (Audited) 400,000 - 261 (59,766} 340,495
Total comprehensive income:
Income from operations - . - 99,027 99,027
Chariges in fair value of aviilable-for-
sale investmients N . 241 - 241
Zakat - - - (10,400} {10,400}
Transfei tg statutory reserve - 17,125 . (17,723) -
Balance as at 31 Dec 2016 (Audited) 400,000 11,725 502 11,1386 429,363
Balanee as-at | January 2017 (Audited) 400,000 17,728 502 11,136 429,363
Chariges on initial adoption of ITFRS 9
(Note d(c) . - (502) 277 (225)
Restated balance as at [ Januacy 2017 400,000 17,725 - 11,413 429,138

Total comprehensive income:
Income from operaticins . . - 182,870 182,870
Net gains on equity investments
designated at Tair value throtgh other
comptehensive incote - note

10di)c) - - 1,552 - 1,552
Zokat . . . (15500)  (15,500)
Transfer to statutory reserve - 36,572 . (36,572) -
Balance as at 31 Dec 2017 (Unaudited) 400,000 54,297 1,552 142,211 598,060
Ahmed Sufaiman Al Rajhi Abdulaziz Mohamimed Al Sedeas Robert Pereira

Member-Board Chief Executive Officer Chief Financial Officer

The accompanying notes | to 19 form an integral part of these interim condensed financial information,




AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)
INTERIM STATEMENT OF CASH FLOWS - TAKAFUL OPERATIONS

For the year ended
31.Dec-2017 31-Dee-2016
Note SR’000 SREO00
{Unaudited) (Audited)
OPERATING ACTIVITIES
Nét surplus distributable to policyholders 18,900 8,7t5
Adjustment for:
Management fee for administration of takaful operations 173,601 135,257
Munagement fee attributable to shaceholders” opetations 170,108 78,439
Unrealiséd gain on financial assets measured at FVPL (961} -
Impairment loss 416 -
Altowance for doubtful receivables 4,576 4,837
Net surplus before changes in operating assets and liabilities 366,640 227,288
Chariges in.operating sssets ajid labiiities:
Duie from shiarcholelers* operations (7,500 6,437
Coriteibutiofns and re-takaful bélances receivable, net 42,941 {53.896)
Prepayments (2,108) (8,223)
Re-takaful share of ouitstanding elaims (46,764) 14,705
Re-takaful shave of upedined contributions (22,043 2,107
Re-takaful shate of miathematical reserve: (56) 119
Deferred policy acquisition costs (8,423) {13,286)
Gross outstanding claims 350,621 181,883
Payables, sceruals and other liabilitics 28,606 6,626
Finangial liabilities at fair value through profitor logs 16,399 8484
Other reserves (134) (667)
Re-takaful balances payable 15,639 (6:274)
‘Gross unearned -contributions 307,73 318,064
‘Other assets (8,976) -
Unearned re-takaful commission fnsome: 344 (107
Deposit against letters of guaraniee (1,150} 2,700
1,034,759 458,072
Management fee paid. {169,553} (9:923)
Net cash from operating activities: 865,206 594,437
INVESTING ACTIVITIES
Purchase of financial assets at amortised cost (held to maturity
vestments) Xi(a) (1,335,000) (1,180,000}
Redemption of findncial assets at anfortised cost (héld to
maturity investments) 10fita) 955,000 803,000
Piltctizise of available for sale investients - (566,000)
Sale of available for sale investnignts . 557,556
Purchase of financial assets measured at FVPL 10£1)(b) (2,377,044) =
Sale of finaneial assets measured at FVPL T10(iNb) 2,297,000 “
Purchase of unit linked investments 10(i)(b} (15,627) (8,123)
Net cash used in investhig activities (675,671) (391,567
CBANGEIN CASH AND CASH EQUIVALENTS 189,535 202,870
Cash and cash equivalents at the beginning of the year 376,925 174,055

CASH AND CASHE EQUIVALENTS AT THE END OF
THE YEAR 7 566,460 376,925

.

T,

The accompanying notes | 1o 19 form an integ

terim condensed financial information. -

O AL

Ahmed Sulaiman Al Rajhi Abdulaziz Mohammed Al Sedeas " Robert Pereira
Member-Board Chief Executive Dfficer Chief Financial Officer



AL RATHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF CASH FLOWS - SHAREHOLDERS’ OPERATIONS

For the year ended
31-Dec-2017 31-Dec-266:
Notes BR*000 SR'000
{Unandited) (Audited)
OPERATING: ACTIVITIES:
Net profit-for the: year 182,870 - 99,027
Adjustments for:
Depreciation and aimortisation 8,037 9,179
Management fee for administration of takaful operations (173,601) (135,297)
Management fee atiributable {o shareholders® operations (170,108) (78,439)
Emiployees’ end of service benefits 2,003 3,260
Reversal of impairnient Joss 67 -
Unrealized loss on investments at FVPL ‘ £ {4,733)
Net deficit before changeés in operating assets and liahilities (150,955) (107,003)
Changes in operating assets-and liabilities:
Advances pald to supplieis (2472) (3,882)
Other assets (910) {894)
Payables, accruals and others labilities 10,644 3,205
Dug to takaful sperations: 7,500 (6,437)
Payable to SAMA 909 895
(135,284) (114,116)
Management fee received. 169,553 90,923
Zakat paid 11 (7,401) £1,377)
Employees’ end of service beriefits paid (1,591) £2,000)
Net cash from /[ (used in) operating activities 25,217 £26,570)
INVESTING ACTIVITIES
Purchase of property and equipment (6,968) (5.169)
Purchase of fitiancial assets 4t amiortised cost (held-to-matority
~ investmenisy 10N a) {330,109) (700,000)
Redeniption of financial assets at amortised cost theld-to-
niatutity investinents} 10liE) ) 425,035 740,000
Purchase of financial assets measured af FYPL 10(5i)(b) {552,486) (130,000)
Sale of financial assets measiiréd at FVPL 4 1o6it) by 604,474 122,242
Purchase of equity investments designated at FVOCT 10fit)e) {62,139) {99,550)
Sale of equily investments designated at FYQCL 10(ii)e) 60,472 99.590
Mavement in ¢ash balance in.cquity shave portfolio 10fii)(c) 2,423 .
Matured Murabaha deposit receivable - 39,038
Net:cish from investing activitics 140,702 36,111
INCREASE IN CASH AND CASH EQUIVALENTS 165,979 9,541
Cash and cashequivalents at beginning of the. year 84,340 74,793
CASH AND CASHEQUIVALENTS AT END OF THE
YEAR 7 250,319 84,340
Ahmed Sulaiman Al Rajhi Abdulaziz Mohammed Al Sedeas Rabert Petelra
Member-Board Chief Executive Officer Chicf Financial Offiger

The actompanying notes I to 19 form an integral patt of these interim condensed financia! information,
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AL RAJHI COMPANY FFOR COOPERATIVE INSURANCE
(A SAUDIJOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)
1 ORGANISATION AND PRINCIPAL ACTIVITIES

Al Rajhi Company for Cooperative Insurance (the “Company”) is a Saudi Joint Stock Company registerad in the
Kingdom of Saudi Arabia under commercial registration number 1010270371 dated 5 Rajab 1430 corresponding
t0 28 June 2009. The address of the registered office of the Company is as follows:

Al Rajhi Company for Cooperative Insurance
P.O. Box 67791

Riyadh 11517

Kingdom of Saudi Arabia.

The objective of the Company is to transact cooperative insurance business and carry out related activities in
accordance with the Law on Supervision of Cooperative Insurance Companies and its implementing regulations
in the Kingdom of Saudi Arabia. On 29 Dhul-Qi’dah 1430H (corresponding to 17 November 2009), the Company
received its license from the Saudi Arabian Monetary Agency (SAMA) to transact cooperative insurance business
in the Kingdom of Saudi Arabia. The Company was listed on the Saudi Arabian Stock Exchange ("Tadawul") on
13 July 2009. The Company received product approvals from SAMA on 17 January 2010.

BASIS OF PREPARATION
a) Basis of measurement

These interim condensed financial statements have been prepared on the historical cost basis except for the
following material items

i. Financial assets measured at FYPL

ii. Financial assets measured at FYOCI

iii. Financial liabilitics measured at FVPL

b} Statement of compliance

The accompanying interim condensed financial information (interim condensed financial information) of the
Company (the Company} for the three-month and year ended 31 December 2017 has been prepared in
accordance with International Accounting Standard 34 - Interim Financial Reporting ("IAS 34") as modified
by SAMA for the accounting of zakat and income tax’, which requires, adoption of all IFRSs as issued by
the International Accounting Standards Board (“IASB™) except for the application of International
Accounting Standard (JAS) 12 - “Income Taxes” and IFRIC 21 - “Levies” so far as these relate to zakat and
income tax. As per the SAMA Circular no. 381000074519 dated April 11, 2017 and subsequent amendments
through certain clarifications relating to the accounting for zakat and income tax (“SAMA Circular™), the
Zakat and Income tax are to be accrued on a quarterly basis through shareholders equity under retained
earnings.

Until 20186, the financial information of the Company was prepared in accordance with IFRSs. This change in
framework resulted in a change in accounting policy for zakat and income tax and the effect of this change are
disclosed in note 4.4 to the interim condensed financial information.

As required by Saudi Arabian insurance regulations, the Cormnpany maintains separate books of accounts for
Takaful Operations and Shareholders’ Operations and present the financial statements accordingly. The physical
custody of all assets related to the Takaful Operations and Shareholders’ Operations are held by the Company.
Assets, liabilities, revenues and expenses clearly attributable to each operation are recorded in their respective
books. As per the Company’s policy, all general and administrative expenses of Takaful operations are charged
to Shareholders’ operations. The basis of allocation of other revenue and expenses from joint operations is as
determined by the management and Board of Directors.

This interim condensed financial information does not include all the information and disclosures required in
the annuval financial statements, and should be read in conjunction with the Company’s audited financial
statements for the year ended 31 December 2016.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)
2 BASIS OF PREPARATION (continued)

¢} Functional and presentation currency

The functional and presentational currency of the Company is Saudi Riyals. The financial statements values
are presented in Saudi Arabian Rivals rounded off to the nearest thousand (SR’000), unless otherwise
indicated.

3 BASIS OF PRESENTATION

The Company’s by-laws require separate books to be maintained for Takaful and Shareholders’ operations. As pet the
Company’s policy, all general and administrative expenses of Takaful operations are charged to Shareholders’
operations. The Company in accordance with the Islamic Shariah provisions managing the co-operative insurance
operations and calculates the management fee in the below manner and pays it in full shortly after at the end of the fiscal
year.

+ The first component of the management fee is calculated based on the net contributions written for the period after
adjusting commission income and cost of production for motor and general at 40% and for health at 30% and is
limited to the extent of general and administrative expenses charged in the interim statement of income —
shareholders’ operations; and

s The other component of the management fee is determined up to 90% of the net surplus, if any, for the period from
takaful operatiens remaining after computing the first component of management fee. The Company is required to
distribute the remaining 10% of the net surplus from Takaful operations to policyholders in accordance with the
Insurance Law and Implementation Regulations issued by the Saudi Arabian Monetary Agency (“SAMA”).

¢ The Company’s statement of financial position is not presented using a current/non-current classification. However,
the following balances would generally be classified as current: cash and bank balances, contributions and re-takaful
receivables, financial assets at fair value through profit or loss, financial assets at amortised cost, advances
prepayments and other assets, gross outstanding claims, gross unearned contributions, unearned re-takaful
commission income, payables, accruals and other liabilities, management fees payable, re-takaful balances payable,
financial liabilities at fair value through profit or loss and other reserves and other payables and accruals, The
following balances would generally be classified as non-current : financial assets at fair value through other
comprehensive income and employees' end of service benefits.

SIGNIFICANT ACCOUNTING POLICIES
4.1 Interim Reporting

The accounting policies adopted in the preparation of this interim condensed financial information are consistent with
those followed in the preparation of the Company’s annual financial statements for the year ended December 31, 2016
except for the new and amended standards and interpretations which are effective for annual periods beginning on or
after 1 January 2017, early adoption of IFRS 9 “Financial Instruments” effective from 1 January 2017 (tefer Note 4.3)
and change in the accounting policy in relation to accounting for Zakat and income tax as a result of SAMA circular
(refer Note 4.4).

i) Amendments to IAS 7, Statement of cash flows on disclosure initiative: Applicable for annual pericds beginning on
or after 1 January 2017

These amendments introduce an additional disclosure that will enable users of financial statzments to evaluate
changes in liabilities arising from financing activities. This amendment is part of the IASB’s Disclosure Initiative,
which continues to explore how financial statement disclosure can be improved.

The new and revised relevant IFRSs effective for the first time for periods beginning on (or after) 1 January 2017 had
no significant impact on the amounts reported and disclosures in this interim condensed financial information except
for the early adoption of IFRS 9, which is narrated below.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4

SIGNIFICANT ACCOUNTING POLICIES (continued)
4.2 Change in accounting policy

The Company has early adopted IFRS 9 as issued by the International Accounting Standards Board in July 2014
with a date of initial application of 1 January 2017, which resulted in changes in accounting policies and
adjustments to the amounts previously recognised in the financial statements.

As permitted by the transitional provisions of IFRS 9, the Company elected not to restate comparative figures.
Any adjustments to the carrying amounts of financial assets and liabilities at the date of initial application were
recognised in the opening retained earnings and fair value reserve of the current period.

Consequently, for notes disclosures, the consequential amendments to IFRS 7 disclosures have also only been
applied to the current period. The comparative period notes disclosures repeat those disclosures made in the prior
year.

The adoption of IFRS 9 has resulted in changes in accounting policies for recognition, classification and
measurement of financial assets and financial liabilities and impairment of financial assets. IFRS 9 also
significantly amends other standards dealing with financial instruments such as IFRS 7 “Financial Instruments:
Disclosures”.

Set out below are disclosures relating to the impact of the adoption of JFRS 9 on the Company. Further details of
the specific IFRS 9 accounting policies applied in the current period are described in more detail in section 4.3
below.

Classification and measurement of financial instruments

The measurement category and the carrying amount of financial assets and liabilities in accordance with previous
(under IAS 39) and new (under IFRS 9) accounting policies as at 1 January 2017 are compared as follows:

1AS 39 IFRS 9
Carrying Carrying
Measurement category amount Measurement category amount
SR’000 SR’000
Financial assets - Takaful operations
Cash and cash equivalents Amortised cost (Loans
and receivables) 388,772 Amortised cost 388,691
Contributions and re-takaful balances  Amortised cost (Loans
receivable and receivables) 310,802 Amortised cost 310,802
Unit linked investments FVPL (Held for trading) 13,101 FVPL (Mandatory) 13,101
Available for sale investments FVOCI (Available-for-
sale) 15,096 FVPL (Mandatory) 15,096
Held to maturity investments Amortised cost (Held to
maturity} 705,000 Amortised cost 704,415
Due from shareholders’ operations Amortised cost (Loans
and receivables) 196,822 Amortised cost 196,822
Other Assets Amortised cost (Loans
and receivables) 9,195 Amortised cost 9,195
Fotal 1,638,788 1,638,122
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
4.2 Change in accounting policy(continued)

a) Classification and measurement of financial instruments (continued)

1AS 39 IFRS 9
Carrying Carrying
Measurement category amount Measurement category amount
SR’000 SR’000
Financial assets - Shareholders’ operations
Cash and cash equivalents Amortised cost (Loans
and receivables) 85,248 Amortised cost 85,179
Investments at fair value through ~ FVPL (Held for
income statement trading) 82,047 FVOCI (Designated) 83,970
Available-for-sale investments FVOCI {Available-for-
sale) 86,303 FVPL (Mandatory) 84,380
Management fee receivable Amortised cost (1.oans
and receivables) 169,533  Amortised cost 169,533
Held-to-maturity investments Amortised cost (Held-
to-maturity) 180,000 Amortised cost 179,854
Statutory deposit Amortised cost (Held-
to-maturity) 40,000 Amortised cost 39,990
Other assets Amortised cost (Loans
and receivables) 1,655 Amortised cost 1,655
Total financial assets 644,786 644,561

There were no changes to the classification and measurement of financial liabilities, other than changes in the fair
value of financial liabilities designated at fair value through profit or loss that are attributable to changes in the
instrument’s credit risk, which are presented in other comprehensive income, if any.

b) Reconciliation of statement of financial position balances from IAS 39 to IFRS 9
The Company performed a detailed analysis of its business models for managing financial assets particularly
considering the cash flow characteristics of its debt instruments. Please refer to Note 4.3 for more detailed

information regarding the new classification requirements of IFRS 9.

The following table reconciles the carrying amounts of financial assets which have been impacted from
classification and measurement requirements of IFRS 9 on 1 January 2017,

IFRS 9
IAS 39 carrying
Notes carrying amount 1
amount 31  Reclassifi- Remeasure- January
December 2016 cations ments 2017
Takaful operations SR’000 SR’000 SR'000 SR*000
Available-for-sale investments A
Opening balance 15,096 - -
To: Investments measured at FVPL - (15,096) -
Closing balance 15,096 (15,096) -
Investments measured at FVPL A
Opening balance 13,101 - -
From: Available-for-sale investments - 15,096 -
Closing balance 13,101 15,096 - 28,197
Financial assets at amortised cost
Cash and cash equivalents
Opening balance 388,772 - -
Remeasurement: ECL allowance - - (81)
Closing balance 388,772 - (81) 388,691
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)

(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
4.2 Change in accounting policy(continued)

b) Reconciliation of statement of financial position balances from IAS 39 to IFRS % (continued)
IAS 39 IFRS 9
carrying carrying
amount 31 amount L
December Reclassifi- Remeasure- Jammary
2016 cations ments 2017
Takaful operations SR’000 SR’000 SR’000 SR’*000
Amortised cost
Opening balance - - -
From: Held to maturity - 705,000 -
Remeasurement: ECL allowance - - (585)
Closing balance - 705,000 (585) 704,415
IAS 39
carrying IFRS 9
amount 31 carrying
December Reclassifi- Remeasure- amount 1
Notes 2016 cations ments  Januoary 2017
Shareholders’ operations SR’000 SR*000 SR’000 SR’000
Available-for-sale investments B
Opening balance 86,303 - -
To: Investments measured at FVPL - (84,380) -
To: Investments measured at FVOCI - (1,923) -
Closing balance 86,303 (86,303) - -
Investments measured at FVPL C
Opening balance 82,047 - -
To: Investments measured at FVOCI - (82,047) -
From: Available-for-sale investments - 84,380 -
Closing balance 82,047 2,333 - 84,380
Investments measured at FVOCT C
Opening balance - - -
From: Available-for-sale investments - 1,923 -
From: Investments measured at FVPL - 82,047 -
Closing balance - 83,790 - $3,970
Financial assets at amortised cost
Cash and cash equivalents
Opening balance 85,248 . -
Remeasurement: ECL allowance - - (69)
Closing balance 85,248 - (69) 85,179
Financial assets at amortised cost
Financial assets at amortised cost
Opening balance - - -
From: Held to maturity - 180,000 -
Remeasurement: ECL allowance - - (146)
Closing balance - 180,000 (146) 179,854
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)
4.2 Change in accounting policy(continued)

b)  Reconciliafion of statement of financial position balances from IAS 39 to IFRS 9 (continued)

IAS 39
carrying IFRS 9
amount 31 carrying
December  Reclassifi- Remeasure- amount 1
2016 cations ments January 2017

Statutory deposits - Financial assets at
amortised cost SR’000 SR’000 SR’000 SR’000

Financial assets at amortised cost

Opening balance -

From: Held to maturity - 40,000 -
Remeasurement: ECL allowance - - {10)
Closing balance - 40,000 (10 39,990

The following notes explain how applying the new classification requirements of IFRS 9 led to changes in
classification of certain financial assets held by the Company as shown in the tables above.

A Reclassification from available-for-sale to FVPL
{(Takaful operations)

Investments in redeemable units were reclassified from available-for-sale to financial assets mandatorily measured
at fair value through profit or loss. In accordance with the requirements of IFRS 9, investments in redeemable
units are required to be measured at FVPL. Available-for-sale investments related fair value reserve of SR 95,821
was transferred from fair value reserve to “Surplus distributable to policyholders” on 1 January 2017.

B Reclassification from available-for-sale to FVPL
{Shareholders’ operations)

Investments in redeemable units were reclassified from available-for-sale to financial assets at fair value through
profit or loss. In accordance with the requirements of IFRS 9, investments in redeemable units are required to be
measured at FVPL. Available-for-sale investments related fair value reserve of SR 502,488 was transferred from
fair value reserve to “Retained earnings” on 1 January 2017.

C Reclassification from available-for-sale to FVOCT
(Shareholders’ operations)

In accordance with IFRS 9, an investment in equity instrument that does not have a quoted price in an active
market for an identical instrument shall be measured at fair value. Accordingly, unlisted equity investments of the
Company for the amount of SR 1.9 million previously classified as available-for-sale investments were
reclassified to financial assets measured at FVOCL These investments in unlisted equity instruments are not held
for trading. Instead, they are held for medium to long-term strategic purposes.

D Egquity investments in listed shares previously classified as available-for-sale
(Shareholders’ operations)

The Company irrevocably elected to present changes in the fair value of all its listed equity investments previously
classified as investment at FVPL in other comprehensive income. These investments in listed equity instruments
are not held for trading. Instead, they are held for medium to long-term steategic purposes.

E Financial assests measured at amortised cost
At 1 January 2017, there were no instruments reclassified from amortised cost measurement to fair value

measurement or vice versa. Previously classified held-to-maturity investments have been reclassified to “Financial
assets at amortised cost” category.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)

(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continned)

4.2 Change in accounting policy(continued)

¢) Reconciliation of impairment allowance balance from IAS 39 to IFRS 9

The following table reconciles the prior period’s closing impairment allowance measured in accordance with
previous IAS 39 incutred loss model to the new impairment allowance measured in accordance with the IFRS 9
expected loss model as at 1 January 2017,

Takaful operations

Cash and cash equivalents

Held-to-maturity
investments/financial assets at
amortised cost

Shareholders’ operations

Cash and cash equivalents

Held-to-maturity
investments/financial assets at
amortised cost

Statutory deposits

IAS 39 IFRS 9
Impairment Reclassifi- Remeasure- Impairment
allowance cations ments allowance
SR’000 SR’000 SR’000 SR'000

- - Ly @D

- - (585) (58%)

- - (666) (666}
1AS 39 IFRS 9
Impairment Reclassifi- Remeasure- Impairment
allowance cations ments allowance
SR’000 SR’000 SR’000 SR’000

- - (€9 (69)

- - (146) (146)

- - 10y (10

- - (225 (225)

As a result of adopting the requirements of IFRS 9 by the Company effective from 1 January 2017, the opening
balance of “surplus distributable to policyholders™ has been adjusted by SR 0.66 million. The adjustment
represents the expected credit losses recognised on the financial assets of the Company which were subject to
expected credit losses on 31 December 2016. The fair value reserve of previously classified available-for-sale
investments has been reclassified to “surplus distributable to policyholders” due to reclassification of available-
for-sale investsments to investments measured at FVPL category from the date of initial application of the

requirements of IFRS 9.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4.3 Accounting policies on financial assets and liabilities adopted in the preparation of these financial
statements effective from 1 January 2017

4.3.1 Financial assets and liabilities
Measurement methods

Amortised cost and effective profit rate

The amortised cost is the amount at which the financial asset or financial liability is measured at initial
recognition minus the principal repayments, plus or minus the cumulative amortisation using the effective
profit method of any difference between that initial amount and the maturity amount and, for financial assets,
adjusted for any loss allowance.

The effective profit rate is the rate that exactly discounts estimated future cash payments or receipts through
the expected life of the financial asset or financial liability to the gross carrying amount of a financial asset
(i.e. its amortised cost before any impairment allowance) or to the amortised cost of a financial liability. The
calculation does not consider expected credit losses and includes transaction costs, premiums or discounts and
fees and points paid or received that are integral to the effective profit rate, such as origination fees.

Profit income

Profit income is recognised using the effective profit rate to the gross carrying amount of a financial asset,
except for financial assets that have subsequently become credit-impaired. For financial assets that have
subsequently become credit-impaired, profit income is recognised by applying the effective profit rate to the
amortised cost of the financial asset. If, in subsequent reporting periods, the credit risk on the credit-impaired
financial instrument improves so that the financial asset is no longer credit-impaired, profit income is
recognised by applying the effective profit rate to the gross carrying amount of the financial asset.

Initial recognition and measurement

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial
recognition minus the principal repayments, plus the cumulative amortisation using the effective profit method
of any difference between that initial amount and the maturity amount, adjusted for any loss allowance. On
the other hand, the gross carrying amount of a financial asset is the amortised cost of a financial asset before
adjusting for any loss allowance.

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 amortised cost measurement. In making the assessment the
Company considers all contractual terms, including 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.

4.3.2 Classification and subsequent measurement of financial assets

From 1 January 2017, the Company has applied IFRS 9 and classifies its financial assets in the following
measurement categories:

¢ Fair value through profit or loss (FVPL);
® Fair value through other comprehensive income (FVOCI); or
* Amortised cost.

The classification requirements for debt and equity instruments are described below:
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4.3 Accounting policies on financial assets and liabilities adopted in the preparation of these
financial statements effective from 1 January 2017 (continued)

4.3.2 Classification and subsequent measurement of financial assets (continued)

Debt instruments

Debt instruments are those instruments that meet the definition of a financial liability from the issuer’s
perspective, such as loans, government and corporate Sukuks and premiums payable.

Classification and subsequent measurement of debt instruments depend on:
(i) the Company’s business model for managing the asset; and
(ii) the cash flow characteristics of the asset.

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

e Amortised 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 FVPL, are measured at
amortised cost. The carrying amount of these assets is adjusted by any expected credit loss allowance
recognised and measured as described in Note 6.1. Profit income from these financial assets is included in
‘Special commission income’ using the effective profit method.

e 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 FVPL, are measured at fair value through other
comprehensive income (FVOCT). Movements in the carrying amount are taken through OCI, except for
the recognition of impairment gains or losses, special commission income and foreign exchange gains and
losses on the instrument’s amortised cost which are recognised in the statement of income, When the
financial asset is derecognised, the cumulative gain or loss previously recognised in OCI is reclassified
from equity to statement of income. Profit income from these financial assets is included in ‘Special
commission income’ using the effective profit rate method,

e Fair value through profit or loss (FVPL): Assets that do not meet the criteria for amortised cost or FVOCI
are measured at fair value through profit or loss. A gain or loss on a debt investment that is subsequently
measured at fair value through profit or loss presented in the statement of income in the period in which it
arises. Profit income from these financial assets is included in ‘Special commission income” using the
effective profit rate method.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4.3 Accounting policies on financial assets and liabilities adopted in the preparation of these financial
statements effective from 1 January 2017 (continued)

Business model:

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
(e.g. financial assets are held for trading purposes), then the financial assets are classified as part of ‘other’
business model and measured at FVPL. Factors considered by the Company in determining the business model
for a group of assets include past experience on how the cash flows for these assets were collected, how the
asset’s performance is evalvated and reported to key management personnel, how risks are assessed and
managed and how managers are compensated. For example, the liquidity portfolio of assets, which is held by
the Company as part of liquidity management and is generally classified within the hold to collect and sell
business model. Securities held for trading are held principally for the purpose of selling in the near term or
are part of a portfolio of financial instruments that are managed together and for which there is evidence of a
recent actual pattern of short-term profit-taking. These securities are classified in the ‘other’ business model
and measured at FVPL.,

Solely payments of principal and profit:

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 lending 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 fair value through profit or loss.

The Company reclassifies debt investments when and only when its business model for managing those assets
changes. The reclassification takes place from the start of the first reporting period following the change. Such
changes are expected to be very infrequent and none occurred during the period.

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. Examples of equity instruments include basic ordinary shares.

The Company subsequently measures all equity investments at fair value through profit or loss, except where
the Comparny’s management has elected, at initial recognition, to irrevocably designate an equity investment
at fair value through other comprehensive income. The Company’s pelicy is to designate equity investments
as FYOCI when those investments are held for purposes other than to generate investment returns. When this
election is used, fair value gains and losses are recognised in OCI and are not subsequently reclassified to the
statement of income, inciuding 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 recognised in the statement of income as ‘Dividend income’ when the Company’s
tight to receive payments is established.

Gains and losses on equity investments at FVPL are included in the ‘Net gains on investments mandatorily
measured at fair value through profit or loss’ line in the statement of income.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4,3,3 Impairment

In relation to the impairment of financial assets, IFRS 9 requires an expected credit loss mode! as opposed to
an incurred credit loss model under TAS 39. The Company applies the expected credit losses ("ECL’) on its
debt instruments measured at amortised cost and FYOCI, which are in the scope of IFRS 9 for impairment.
The Company recognises a loss allowance for such losses at each reporting date. The measurement of ECL
reflects:
* An unbiased and probability-weighted amount that is determined by evaluating a range of possible
outcomes;
¢ The time value of resources; and
Reasonable and supportable information that is available without undue cost or effort at the reporting date
about past events, current conditions and forecasts of future economic conditions.

Note 6.1 provides more detail of how the expected credit loss allowance is measured.
4.3.4 Derecognition of financial assets

Financial assets, or a portion thereof, are derecognised when the contractual rights to receive the cash flows
from the assets have expired, or when they have been transferred and either (i) the Company transfers
substantially all the risks and rewards of ownership, or (ii) the Company neither transfers nor retains
substantially all the risks and rewards of ownership and the Company has not retained control.

The Company enters into transactions where it retains the contractual rights to receive cash flows from assets
but assumes a contractual obligation to pay those cash flows to other entities and transfers substantially all of
the risks and rewards.

On derecognition of a financial asset measured at amortised cost, the difference between the asset’s carrying
amount and the sum of the consideration received and receivable is recognised in statement of income.

4.3.5 Classification and subsequent measurement of financial liabilities

In both the current and prior period, financial liabilities are classified as subsequently measured at amortised
cost, except for financial liabilities at fair value through profit or loss: this classification is applied to financial
liabilities designated as fair value through profit or loss at initial recognition. Gains or losses on financial
liabilities designated at fair value through profit or loss are presented partially in other comprehensive income
(the amount of change in the fair value of the financial liability that is attributable to changes in the credit risk
of that liability, which is determined as the amount that is not attributable to changes in market conditions that
give rise to market risk) and partially profit or loss (the remaining amount of change in the fair value of the
liability). This is unless such a presentation would create, or enlarge, an accounting mismatch, in which case
the gains and losses attributable to changes in the credit risk of the liability are also presented in the statement
of income;

4.3.6 Derecognition of financial liabilities

Financial liabilities are derecognised when they are extinguished (i.e. when the obligation specified in the
contract is discharged, cancelled or expires).
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AL RATHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4.4 Zakat and income tax

As a result of the Circular, the Company amended its accounting policy relating to zakat and income tax and
have started to charge zakat and income tax directly to the interim statement of shareholders’ equity.
Previously, zakat and income tax was charged in the interim statement of income. The Company has accounted
for this change in accounting policy relating to zakat and income tax retrospectively.

The change in the accounting policy has the following impacts:

For the year ended 31 December 2016: :
Balance as Effect of

previously restatement Balance as
reported at 31 relating to restated at 31
Dec 2016 zakat Dec 2016
SR’000 SR’000 SR’000

Income from operations within interim statement of

comprehensive income - shareholders operations 88,627 10,400 99,027
Total comprehensive income within interim

staternent of comprehensive income - shareholders

operations 88,808 10,400 99,268

The above change in accounting policy did not have an impact on interim statements of financial position and
cash flows for any of the year presented. The basic and diluted earnings per share have been restated as at 31
December 2016 for the effects of the above change in accounting policy as follows;

EPS as . Effect of

previously restatement EPS as

reporied at 31 relating to restated at 31

Dec 2016 zakat Dec 2016

Basis and diluted earnings per share 222 0.26 248

For the three-month ended 31 December 2016:

Balance as Effect of

previously restatement Balance as

reported at 31 relating to restated at 31

Dec 2016 zakat Dec 2016

SR’000 SR*000 SR’000

Income from operations within interim statement of

comprehensive income - sharcholders operations 32,266 4,000 36,266
Total comprehensive income within interim

statement of comprehensive income - shareholders

operations 32,562 4,000 36,562

The above change in accounting policy did not have an impact on interim statements of financial position and
cash flows for any of the year / period presented. The basic and diluted earnings per share have been restated
as at 31 December 2016 for the effecis of the above change in accounting policy as follows;

EPS as Effect of
previously restatement EPS as
reported at 31 relating to restated at 31
Dec 2016 zakat Dec 2016
Basis and diluted earnings per share 0.81 0.10 091
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

4 SIGNIFICANT ACCOUNTING POLICIES (continued)

4,5 Segmental reporting

A segment is a distinguishable component of the Company that is engaged in providing products or services
{a business segment), which is subject to risk and rewards that are different from those of other segments. For
management purposes, the Company is organized into business units based on their products and services and
has four reportable segments as follows:

General

Motor

Health

Protection and savings

Operating segments do not include shareholders operations of the Company. Income earned from investments
is the only revenue generating activity. Certain direct operating expenses and other overhead expenses are
allocated to this segment on an appropriate basis. The surplus or loss from the insurance operations is allocated
to this segment on an appropriate basis.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and
assessing performance of the operating segments, has been identified as the chief executive officer that makes
strategic decisions. No inter-segment transactions oceurred during the period.

4.6 Seasonality of operations

There are no seasonal changes that may affect insurance operations of the Company.

CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of the interim condensed financial information 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 interim condensed financial information and the reported amounts of revenues and expenses during the
reporting period. Although these estimates and judgments are based on management’s best knowledge of current
events and actions, actual results may ultimately differ from those estimates.

The Company makes estimates and assumptions that affect the reported amounts of assets and liabilities within
the next financial reporting period. Estimates and judgments are continually evaluated and based on historical
experience and other factors, including expectations of future events that are believed to be reasonable under the
circumstances.

Following are the accounting judgments and estimates that were critical in preparation of these interim condensed
financial information:

a} Estimation of incurred but not reported claims

The provision for claims incurred but not reported (IBNR) is an estimation of claims which are expected to be
reported subsequent to the date of statement of financial position, for which the insured event has occurred prior
to the date of statement of financial position. The primary technique adopted by management in estimating the
cost of notified and IBNR claims, is that of using the past claims settlement trends to predict future claims
settlement trends.

b) Measurement of the expected credit loss allowance

The measurement of the expected credit loss allowance for financial assets measured at amortised cost and FVQCI
is an area that requires the use of complex models and significant assumptions about future economic conditions.
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AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
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5 CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS (continued)

Explanation of the inputs, assumptions and estimation techniques used in measuring ECL is further detailed in
Note 6.1, which also sets out key sensitivities of the ECL to changes in these elements.

A number of significant judgements are also required in applying the accounting requirements for measuring ECL,
such as:

a. Determining criteria for significant increase in credit risk;

b. Choosing appropriate models and assumptions for the measurement of ECL;

c. Establishing groups of similar financial assets for the purposes of measuring ECL.

¢} Fairvalue of unlisted equity investments

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 of such securities not quoted in an active market may be determined by the Company using latest
available audited net assets value of the investee. The Company would exercise judgement and estimates on the
quantity and quality of pricing sources used. Where no market data is available, the Company may value positions
using its own models, which are usually based on valuation methods and techniques generally recognised as
standard within the market practice. As of 31 December 2017, the Company has unlisted equity investments of
SR 6.05 million, '




AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

6 FINANCIAL RISK MANAGEMENT

The following section discusses the Company’s updated credit risk measurement under ECL model in order to
comply with the requirements of IFRS 9. The other risk management policies are consistent with those followed
in the preparation of the Company’s annual financial statements for the year ended December 31, 2016,

Credit risk

Credit risk is the risk that one party to a financial instroment will fail to discharge an obligation and cause the
other party to incur a financial loss. For all classes of financial instruments held by the Company, the maximum
credit risk exposure to the Company is the carrying value as disclosed in the statement of financial position.

6.1 Credit risk measurement

IFRS 9 outlines a ‘three-stage’ model for impairment based on changes in credit quality since initial recognition
as summarised below:
a. A financial instrument that is not credit-impaired on initial recognition is classified in ‘Stage 1’ and has
its credit risk continuously monitored by the Company.
b. If a significant increase in credit risk since initial recognition is identified, the financial instrument is
moved to ‘Stage 2” but is not yet deemed to be credit-impaired.
c. If the financial instrument is credit-impaired, the financial instrument is then moved to ‘Stage 3°.
d. Financial instruments in Stage 1 have their BCL measured at an amount equal to the portion of lifetime
expected credit [osses that result from default events possible within the next 12 months. Instruments in
Stages 2 or 3 have their ECL measured based on expected credit losses on a lifetime basis.
e. A pervasive concept in measuring ECL in accordance with IFRS 9 is that it should consider forward
looking information. -

- The key judgements and assurnptions adopted by the Company in addressing the requirements of IFRS 9 are
discussed below:

Significant increase in credit risk

The Company considers a financial instrument to have experienced a significant increase in credit risk when one
or more of the following quantitative and qualitative criteria have been met.

Quantitative criteria:
=  Downward movement in the external credit rating by two notches;
= Downward movement in the external credit rating by one notch if the revised external credit rating becomes
below “investment grade”;
=  Contractual payments are more than 7 days past due;

Qualitative criteria:
=  Anactual or expected significant adverse change in the regulatory, economic, or technological environment
of the counterparty that results in a significant decrease in the counterparty’s ability to meet its obligations
to the Company,
= A group company of the counterparty has defaulted and in the Company’s opinion repayment capacity of
the counterparty would also be significantly impacted.
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6 FINANCIAL RISK MANAGEMENT (continued)
6.1 Credit risk measurement {continued)
Defenition of default and credit-impaired assets

The Company defines a financial instruments as in default, which is fully aligned with the definition of credit-
impaired, when it meets one or more of the following criteria:

Quantitative criteria:
»  Contractual payments are more than 90 days past due;
= Counterparty’s refusal to pay the amounts due.

Qualitative criteria:
* Information about the bankruptcy of the counterparty;
= Legal case on recovery procecdings;

The criteria above have been applied to all financial instruments held by the Company and are consistent with the
definition of default used for internal risk management purposes. An instrument is considered to no longer be in
default (i.e. to have cured) when it no longer meets any of the default criteria for a consecutive period of six month.
This period of six months has been determined based on an analysis which considers the likelihood of a financial
instrument returning to default status after cure using different possible cure definitions,

Based on the detailed analysis of the Companies exposures to the credit risk, the management of the Company
have opted to benefit from the practical expedient in calculating the expected credit losses provided by IFRS 9 for
financial assets with low credit risk. The management of the Company measures impairment using 12-month
expected credit losses for its financial assets subject to impairment. The low credit risk financial assets of the
Company meet the following requirements of IFRS 9 to measure impairment using 12-month expected credit
losses:

*  Low credit risk of default;

*  The counterparties have a strong capacity to meet their obligations in the near term;

= Adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce
the ability of the counterparties to fulfil their contractual cash flow obligations.

The Company uses external credit risk ratings of well known and reputable rating agencies to assess the probability
of default of individual counterparties.

The Company does not recognise lifetime expected credit losses on a financial instrument simply because it was
considered to have low credit risk in the previous reperting peried and is not considered to have low credit risk at
the reporting date. In such a case, the Company will determine whether there has been a significant increase in
credit risk since initial recognition and thus whether lifetime expected credit losses are required to be recognised.
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6 FINANCIAL RISK MANAGEMENT (continued)
6.1 Credit risk measurement (continue)
Measuring expected credit losses

The Expected Credit Loss (ECL) is measured on either a 12-month or lifetime basis depending on whether a
significant increase in credit risk has occurred since initial recognition or whether an asset is considered to be
credit-impaired. Expected credit losses are the discounted product of the Probability of Default (PD), Exposure at
Default (EAD), and Loss Given Default (1.GD), defined as follows:

*  The PD represents the likelihood of a borrower defaulting on its financial obligation, either over the next 12
months (12-month PD), or over the remaining lifetime (Lifetime PD) of the obligation,

* EBAD is based on the amounts the Company expects to be owed at the time of default, over the next 12 months
(12M EAD) or over the remaining lifetime (Lifetime EAD).

* Loss Given Default (LGD) represents the Company’s expectation of the extent of loss on a defaulted
exposure. LGD is expressed as a percentage loss per unit of exposure at the time of default (EAD). LG is
calculated on a [2-month or lifetime basis, where 12-month L.GD is the percentage of loss expected to be
made if the default occurs in the next 12 months and Lifetime LGD is the percentage of loss expected to be
made if the default occurs over the remaining expected lifetime of the exposure.

The BCL is determined by projecting the PD, LGD and EAD for each future month and for each individual
exposure. These three components are multiplied together and adjusted for the likelihood of survival (i.e. the
exposure has not prepaid or defaulted in an earlier month). This effectively calculates an ECL for each future
month, which is then discounted back to the reporting date and summed. The discount rate used in the ECL
calculation is the original effective profit rate.

The Lifetime PD is developed by applying a maturity profile to the current 12-month PD. The maturity profile
looks at how defaults develop on a portfolio from the point of initial recognition throughout the lifetime of the
exposures. The maturity profile is based on historical observed data and is assumed to be the same across all assets
within a portfolic and credit grade band. This is supported by historical analysis.
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6 FINANCIAL RISK MANAGEMENT (continued)
6.1 Credit risk measurement (continzed)
a) Maximum exposure to credit risk — financial instruments subject to ECL
The following tables contains an analysis of the credit risk exposure of financial instruments for which an ECL

allowance is recognised. The gross carrying amount of financial assets measured at amortised cost below also
represents the Company’s maximum exposure to credit risk on these assets.

i} TAKAFUL QPERATIONS
31 December 2017 31 December
2016
Financial statement line item Stage 1 Stage 2 Stage 3 Total Total
12-month Lifetime Lifetime
ECL ECL ) ECL
SR000 SR’000 SR’000 SR’000 SR’000
Cash and cash equivalents 579,282 - - 579,282 388,772
Held-to-maturity
investments/financial
assets at amortised cost 1,285,000 - - 1,285,000 705,000
Due from shareholders’
opcrations 204,322 - - 204,322 196,822
Gross carrying amount 2,068,604 - - 2,068,604 1,290,594
Loss allowance (1,082 - - (1,082) -
Carrying amount 2,067,522 - - 2,067,522 1,290,594
31 December 2017 31 D“""""Z‘(‘]’;‘;
Credit grade Stage 1 Stage 2 Stage 3 Total Total
12-month Lifetime Lifetime
ECL ECL ECL
SR’000 SR’000 SR’000 SR’000 SR'000
Investment grade 1,864,282 - - 1,864,282 1,093,772
Standard monitoring 204,322 - - 204,322 196,822
Special monitoring R ; -
Default - _ R . -
Gross carrying amount 2,068,604 - . 2,068,604 1,290,594
Loss allowance (1,082) - - (1,082) -
Carrying amount 2,067,522 - - 2,067,522 1,290,594
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6 FINANCIAL RISK MANAGEMENT (continued)

6.1 Credit risk measurement (continued)

a} Maximum exposure to credit risk — financial instruments subject to ECL (continued)

iiy SHAREHOLDERS” OPERATIONS

31 December 2017 31 December
2016
Financial statement line item Stage 1 Stage 2 Stage 3 Total Total

12-month Lifetime Lifetime

ECL ECL ECL
SR’000 SR’000 SR'000 SR’000 SR’000
Bank balances and cash 251,159 - - 251,159 85,248

Held-to-maturity
investments/financial assets at

amortised cost 85,074 - - 85,074 180,000
Statutory deposits 40,000 - - 40,000 40,000
Gross carrying amount 376,233 - - 376,233 305,248
Loss allowance (158) - - (158) -
Carrying amount 376,075 - - 376,075 305,248
31 December 2017 31 December
Credit grade 2016
Stage 1 Stage 2 Stage 3 Total Total

12-month Lifetime Lifetime

ECL ECL ECL
SR’000 SR’000 SR’000 SR’000 SR’000
Investment grade 376,233 - - 376,233 305,248
Standard monitoring - - - - -
Special monitoring . - - - -
Default - - - - -
Gross carrying amount 376,233 - - 376,233 305,248
Loss allowance (158) - - (158) -
Carrying amount 376,075 - - 376,075 305,248

The Company’s exposures to credit risk are not collateralised.

b) Loss allowance

The loss allowance recognised in the period may be impacted by a variety of factors, as described below:

Transfers between Stage 1 and Stages 2 or 3 due to financial instruments experiencing significant increases
(or decreases) of credit risk or becoming credit-impaired in the period, and the consequent “step up™ (or “step
down”) between 12-month and Lifetime ECL;

Additional allowances for new financial instruments recognised during the period, as well as releases for
financial instruments de-recognised in the period;

Impact on the measurement of ECL due to changes in PDs, EADs and LGDs in the period, arising from
regular refreshing of inputs to models;

Impacts on the measurement of ECL due to changes made to models and assumptions;
Discount unwind within ECL. due to the passage of time, as ECL is measured on a present value basis;

Financial assets derecognised during the period and write-offs of allowances related to assets that were
written off during the period. The following tables explain the change in the loss allowance between the
beginning and the end of the annual period due to these factors,
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6 FINANCIAL RISK MANAGEMENT (continued}
6.1 Credit risk measurement (continued)

b) Loss allowance (continued)

a) Takaful operations:

Stage 1 Stage 2 Stage 3
12-month ~ Lifetime  Lifetime
ECL ECL ECL Total

SR’000 SR’000 SR’000 SR’000

Loss allowance as at 1 January 2017 666 - - 666

Movements with the statement of income impact
Transfers:
Transfer from stage 1 to stage 2 . . . .

Transfer from stage 1 to stage 3
Transfer from stage 2 to stage 1

- - 2,137

- - (2,387)

New financial assets originated or purchased 2,137
Net remeasurement of loss allowance

Financial assets derecognised during the year (2,387)
Write-offs . .

Total loss atlowance for the year 416 - - 416

Loss allowance as at 31 December 2017 1,082 - - 1,082

b) Sharecholders’ operations:

Stage 1 Stage 2 Stage 3
12-month  Lifetime  Lifetime
ECL ECL ECL Total

SR’000 SR’000 SR’000 SR’000

Loss allowance as at 1 January 2017 225 - . 225

Movements with the statement of income impact
Transfers:

Transfer from stage 1 to stage 2

Transfer from stage 1 to stage 3

Transfer from stage 2 to stage 1
New financial assets originated or purchased 479

- - 479
Net remeasurement of loss allowance oy ; - 22
Financial assets derecognised during the year (659) . - (659)
Write-offs - - - -
Total reversal of loss allowance for the year (67) _ R (67)
Loss allowance as at 31 December 2017 158 - - 158
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7 BANK BALANCES AND CASH
31 December 2017 (Unaudited) 31 December 2016 (Audited)
Takaful Shareholders’ Takaful Shareholders’

operations operations operations operations
(SR’000) (SR’000) (SR’000) (SR’000)
Cash in hand and at banks 316,460 319 226,925 (660)
Murabaha deposits 250,000 250,000 150,000 85,000
Cash and cash equivalents in the statements
of cash flows 566,460 250,319 376,925 84,340
Less: Impairment loss (176) (68) - -
Cash and cash equivalents, net 566,284 250,251 376,925 84,340
Deposits against letters of guarantee (7.2) 12,998 - 11,847 -
Cash at banks (statutory deposit
income)} (7.3) - 908 - 908
579,282 251,159 388,772 85,248

7.1 Murabaha deposits are made for varying periods of between one day and three months depending on the
tmmediate cash requirements of the Company. The average variable commission rate on Murabaha deposits
at 31 December 2017 is 2.29% per annum (31 December 2016: 3.14% per annum). Bank balances and
Murabaha deposits are placed with counterparties with investment grade credit ratings, as rated by
international rating agencies. The carrying values of Murabaha deposits and bank balances approximate their
fair value at the reporting date.

7.2 Deposits against letters of guarantee comprises amounts placed with a local bank against issuance of payment
guarantees in favour of the Company’s service providers (Note 16). As these cannot be withdrawn before the
end of the guarantee period, these are restricted in nature,

7.3 Cash at banks (statutory deposit income) is the realised amount from the statutory deposits relating to the
previous years. The amount cannot be withdrawn without the prior approval of SAMA.

8§ CONTRIBUTIONS AND RE-TAKAFUL BALANCES RECEIVABLE, NET

Summary of contributions and re-takaful balances receivable is shown below.

31- December 31-December

2017 2016
(Unaudited) (Audited)
SR’000 SR’000

Due from pelicyholders
- External policyholders 153,081 99,868
- Related parties (note 13 (a)) 142,927 235,942
Gross contributions receivable 296,008 335,810
Re-takaful balances receivable 5,022 8,161
301,030 343,971
Allowance for doubtful receivables (37,745) (33,169)
263,285 310,802

Allowance for doubtful receivables includes provision of SR 2,490 thousands (2016: SR 3,996 thousands) against
receivables from related parties.
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§ CONTRIBUTIONS AND RE-TAKAFUL BALANCES RECEIVABLE, NET (continued)

The loss allowance provision for receivables as at 31 December 2017 recorciles to the opening loss allowance
and the movement for that provision is as follows:

31- December 31-December

2017 2016

(Unaudited) (Audited)

SR000 SR’000

Closing loss allowance as at 31 December 2016 33,169 28,332
[ncrease in loss allowance recognised in profit or loss during the year 4,576 4,837
Bad debts written off during the year - -
Recoveries / reversals of amounts previously provided - -
Balance loss allewance as at 31 December 2017 37,745 33,169

During the period, the Company made no write-offs of contributions receivables, it does not expect to receive
future cash flows from and no recoveries from collection of cash flows previously written off,

STATUTORY DEPOSIT

Statutory deposit amounting to SR 40 million (31 December 2016: SR 40 million) represents 10% of the paid up
share capital of the Company which is maintained in accordance with the Cooperative Insurance Companies
Control Law issued by the Saudi Arabian Monetary Agency (“SAMA”), This statutory deposit cannot be
withdrawn without the consent of SAMA. Under ECL method the Company charged an impairment loss
amounting to SR 0.03 million.

10 INVESTMENTS

i) TAKAFUL OPERATIONS

a) Financial assets measured at amortised cost

Investments in Murabaha deposits and Sukuks are classified as financial assets measured at amortised cost. The
Company’s business model for these investments is to hold to collect the contractual cash flows. The cash flows
of Murabaha deposits and Sukuks represent solely payments of principal and profit on the principal outstanding.
The investments amounting to SR 1,284 million (31 December 2016: SR 705 million) comprise Murabaha
deposits and investment in Sukuks with origina! maturities of more than three months. The fair value of these

investments are not materially different from their carrying values.

The movement during the period/year is set out below:

31-Dec-17 31-Dec-16
(Unaudited) (Audited)
SR’000 SR*000

At the beginning of the year:
Murabaha deposits 655,000 280,000
Sukuk 50,000 50,000
Purchased during the year 1,535,000 1,180,000
Maturities during the year (955,000) (805,000}
At the end of the year, gross 1,285,000 703,000
Less: Impairment loss (906) -
At the end of the year, net 1,284,094 705,000
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10 INVESTMENTS (continued)}
i) TAKAFUL OPERATIONS
b) Financial assets mandatorily measured at FVPL

The movement during the year is set out below:

31-Dec-17 31-Dec-16

(Unaudited) (Audited)

SR’000 SR’000

At the beginning of the year 13,101 4,978
Reclassification of investment from AFS to FYPL 15,096 -
Purchased during the year 2,392,671 7,695
Sold during the year (2,297,600) -
Net change in fair values during the year 961 428
At the end of the year 124,829 13,101

The closing balance as at 31 December 2017 contains SR 28.73 million representing unit linked investments,

ii) SHAREHOLDERS’ OPERATIONS

a) Financial assets measured at amortised cost

Financial assets of Shareholders’ operations measured at amortised cost comprise of investments in Murabaha deposits
amounting to SR 85 million (31 December 2016: SR 180 million)} with. original maturities of more than three months.

The fair value of these investments are not materially different from their carrying values.

The movement during the year is set out below:

31-Dec-17 31-Dec-16

(Unaudited) {Audited)

SR’000 SR’000

At the beginning of the year 180,000 190,000

Purchased during the year 330,109 700,000

Maturities during the year (425,035) (710,000)

At the end of the year, gross 85,074 180,000

Less: IImpairment loss (58) -

At the end of the year, net 85,016 180,000
b) Financial assets mandatorily measured at FVPL

The movement during the year is set out below:

31-Dec-17 31-Dec-16

(Unaudited) (Audited)

SR’00¢ SR’000

At the beginning of the year 82,047 77,314

Reclassification of equity investments from FVPL to FVOCI (82,047) -

Reclassification of investment from AFS to FVPL 84,380 -

Purchased during the year 552,486 99,500

Sold during the year (604,474) - (99,590)

Net change in fair values during the year 89 4,733

At the end of the year 32,481 82,047
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10 INVESTMENTS (continued)
i) SHAREHOLDERS’ OPERATIONS (continued)
¢) Financial assets designated at FVOCI

The movement during the year is set out below:

At the beginning of the year
Re-classified from FVPL

Balance of equity shares portfolio with Al Rajhi Capital (Affiliate)
Cash balance with Al Rajhi Capital
Re-classified from Available-for-sale investments

Total at the beginning of the year
Movement during the year
Purchased during the year
Sold during the year
Net change in fair values during the year
Net change in cash balance with Al Rajhi Capital

Closing balance of equity shares portfolio

Portfolio balance with Al Rajhi Capital at the end of the year
Cash balance with Al Rajhi Capital

Equity - unlisted shares

At the end of the year

Analysis of available-for-sale investments at 31 December 2016:

Equity - listed shares
Fund with Al Rajhi Capital

Sub total
Equity - unlisted shares

At the end of the year

31.-Dec-17
(Unaudited)
SR’000

82,047

79,648
2,399
1,923

83,970

62,139
(60,472)
1,552
(2,423)

84,766

31-Dec-2016
(Audited)
SR’000
84,380

84,380
1,923

86,303

Equity investments under listed shares comprise a portfolio of equities listed on the Saudi Arabian Stock Exchange
(“Tadawul”). Unlisted equity investments includes an investment amounting to SR 6.05 million (31 December

2016: SR 1.9 million) in an unlisted company, registered in the Kingdom of Saudi Arabia.
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11 ZAKAT AND INCOME TAX
Restatement of changes in Shareholders’ Equity
Effective January 1, 2017, based on the Circular issued by SAMA in relation to the 'Accounting of income tax
and zakat”, the Company amended its accounting policy to charge zakat into retained earnings instead of income
from operations within interim statement of comprehensive income - shareholders operations.

The impact of change in the accounting policy has been disclosed in note 4.4

The Zakat and income tax payable by the Company has been calculated based on the best estimate of the
management.

Movements in the Zakat and income tax accrued for the year ended 31 December 2017 and 2016 are as follows:

Zakat payable

31-Dec-17 31-Dec-16

{Unaudited) (Audited)

SR "000 SR '000

Balance at beginning of the year 18,391 9,368

Provided during the year 15,500 10,400

Payments during the year (7,401) (1,377)

Balance at end of the year 26,490 18,391

Shareholdings

Following are the shareholding structure of the Company as on:

31-Dec-17 31-Dec-16

Shareholding subject to Zakat 100.00% 100.00%

Status of assessments
The Company has filed Zakat and income tax returns for the financial years up to and including the year 2016
with the General Authority of Zakat and Tax (the “GAZT”). The assessments for the years 2010 to 2015 are under
review by GAZT.

12 FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

The movement during the year in financial liabilities at fair value through profit or loss is set out below:

31-Dec-17 31-Dec-16

(Unaudited) {Audited)

SR'000 SR’000
At the beginning of the year 14,196 5,712
Net changes in reserve during the year 15,438 8,056
Net change in fair values during the year 961 428
At the end of the year 30,595 14,196
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13 RELATED PARTY TRANSACTIONS AND BALANCES
a} Transactions and balances with related parties:
Related parties represent major shareholders, directors and key management personnel of the Company, and
companies which are principally owned by the shareholders and any other entities controlled or significantly

influenced by them. Pricing policies and terms of these transactions are approved by the Company’s management.

Following are the details of significant related party transactions during the years ended 31 December 2017' and
2016 and for the year end balances as at 31 December 2017 and 2016:

Amount of transactions for

Related party Nature of transaction the year ended Balance as at
31-Dec-17 31-Dec-16 31-Dec-17 31-Dec-16
{Unaudited) (Audited) (Unaudited) (Audited)
SR000 SR000 SR’000 SR*000
Al Rajhi
Insurance
Company
B.S.C..c) Reimbursement from / (expenses

(shareholder)  paid) on behalf of related party

a) takaful operations 239 748 353 591
b} shareholders’ operations - - 13 (13
Al Rajhi Bank
(shareholder)  Contribution - policies written 1,339,545 1,017,324 121,017 201,912
Affiliates Contribution - policies written 21,591 55,949 21,910 34,030
Contributions receivable (note 8) 142,927 235,942
Al Rajhi Bank
{shareholder) Claims Paid 1,023,048 731,670 3,743 3,738
Affiliates Claims Paid 14,548 82,311 1,148 2,517

Al Rajhi Bank  Claims incurred and notified
{shareholder) during the period 1,139,983 876,195 146,500 122,416

Al Rajhi Bank Bank balance (Takaful operations)

{shareholder) 289,043 218,587
Bank balance
(Shareholders’ operations) 193 (785)
Bank balances 289,236 217,802
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14 RELATED PARTY TRANSACTIONS AND BALANCES (continued)

a) Transactions and balances with related parties:
Amount of fransactions for the

Related party  Nature of transaction year ended Balance as at
31-Dec-17 31-Dec-16 31-Dec-17 31-Dec-16
(Unaudited) (Audited) (Unaudited} (Audited)
SR’000 SR’000 SR’000 SR*000
Al Rajhi Capital Investments managed by the
{Affiliate) affiliate
a) Takaful operations — purchase/
(sold) 95,671 7.695 56,376 28,197
b} Shareholders’ operations —
purchased/ {sold) (94,926) (10 32,481 34,380
745 7,685 88,857 112,577
Al Rajhi Capital Income received from sale of
(Affiliate) investment in Al Rajhi Capital
commodity fund
a) Takaful operations 5,370 2,444 - -
b) Shareholders’ operations 2,585 758 -
7,955 3,202 - -
Al Rajhi Capital Investment management fee paid
(Affiliate) to Al Rajhi Capital
a) Takaful operaticns 1,331 1,623 -
b) Shareholders’ operations 926 1,484 -
2,257 3,107 - -
Al Rajhi Bank  Investment in shares of Al Rajhi
(shareholder) Bank 444 551 13,679 13,011
Al Rajhi Takaful
Agency
(Subsidiary of
shareholders) Commissions 2,778 4,806 2,855 1,039

The investment portfolio designated as fair value through other comprehensive income is managed by Al Rajhi
Capital {Affiliate). The total value of the portfolio as at 31 December 2017 is SR 78,716 million (2016 SR 82.047
million).

b) Compensation of key management personnel:
Key management personnel of the Company include all directors, executive and non-executive, and senior
management. The surnmary of compensation of key management persornel for the period is as follows:

For the year ended
31-Dec-17 31-Dec-16
(Unaundited) (Audited)
SR’000 SR*000
Salaries and benefits of key management personnel 5,960 5,392
Shariah committee remuneration 200 243
6,160 5,635
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14 SEGMENTAL INFORMATION

Consistent with the Company’s internal reporting process, operating segments have been approved by management
in respect of the Company’s activities, assets and liabilities. Information disclosed below is based on current reporting
to the Chief Operating Decision Maker, the CEQ. Operating segments do not include shareholders” operations of the
Company.

Segment assets do not include takaful operations’ bank balances and cash, due from shareholders’ operations, net
contributions receivable and available for sale investments, Accordingly, they are included in unallocated assets.

Segment liabilities do not include takaful operations’ payables accruals and other liabilitics, amounts due to related
parties, management fee payable and re-takaful balances payable. Accordingly, they are included in unallocated
liabilities.

These unallocated assets and liabilities are not reported to the CEQ under the related segments and are monitored on
a centralized basis.

For the three month period ended 31 December 2017

(Unaudited)
Protection
Operating segments General Motor Health & Saving Total
SR’000

Gross contributions written 27,690 489,791 129,394 16,978 663,853
Net contributions written 7,223 486,542 129,394 14,407 637,566
Net contributions earned 5,807 624,348 110,553 14,370 755,078
Policy fee and other income 31 2,749 10) 253 3,023
Re-takaful commission income 2,481 182 - 782 3,445
Total underwriting revenue 8.319 627,279 110,543 15,405 761,546
Net claims incurred (2,432) (544,539) (83,194) (415)  (630,580)
Inspection and supervision fees (85) (2,438) (1,941} (85) (4,549)
Policy acquisition costs (2,051) (16,891) (8,183) (1,945) (29,070)
Other expenses (115) (2,170) (479) (630) (3,394)
Change in mathematical reserve - - - (5,139) (5,139)
Other income - 2,761 - - 2,761
Total claims and other expenses (4,683) (563,277) (93,797) (8,214) {669,971)
Net underwriting surplus 3,636 64,002 16,746 7,191 91,575
Special commission income 12,260

Net gains on investments mandatorily

measured at fair value through profit or loss 1,591
Impairment loss (258)

Management fee for administration of

takaful operations (53,374)
Net surplus for the period 51,794
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14 SEGMENTAL INFORMATION (continued)

For the three month period ended 31 December 2016

(Audited)
Protection
Operating segments General Motor Health & Saving Total
SR’000

Gross contributions written 17,134 394,932 54,685 8,964 475,715
Net contributions written 10,413 389,749 51,888 7,256 459,306
Net contributions earned 5,601 380,335 49,051 7,243 442,230
Policy fee and other income 22 1,693 - 41 1,756
Re-takaful commission income 2,439 260 - - 2,699
Total underwriting revenue 8,062 382,288 49,051 7,284 446,685
Net claims incurred 1,655  (351,785) (30,228) (754)  (381,112)
Inspection and supervision fees (31 (1,966) (820) {45) (2,862)
Policy acquisition costs {1,500) (7,458} (3,913) (1,108) (13,979)
Other expenses 675 (1,264} 307 Q217 (1,113)
Change in mathematical reserve - - - (3.574) (3,574)
Other income N 1,293 - - 1,293
Total claims and other expenses 799 (361,180} (35,268) (5,698) (401,347
Net underwriting surplus 8,861 21,108 13,783 1,586 45,338
Invesment Income 9,159

Management fee for administration of takaful

operations (36,170)
Net surplus for the period 18,327
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14 SEGMENTAL INFORMATION (continued)

SR'000 For the year ended 31 December 2017
{Unaudited)
Protection
Operating segments General Moror Health & Saving Total

Gross contributions written 127,305 2,562,800 449,560 53,809 3,193,474
Net contributions written 31,774 2,547,388 449,309 44,547 3,073,018
Net contributions earned 15,783 2,396,903 330,529 44,123 2,787,338
Policy fee and other income 131 9,317 (1 755 10,193
Re-takaful commission income 10,807 654 - 782 12,243
Total underwriting revenue 26,721 2,406,874 330,519 45,660 2,809,774
Net claims incurred (5,694) (2,079,045 (259,320) (1,654) (2,345,713)
Inspection and supervision fees (433) (12,736) (6,743) (269) (20,181)
Policy acquisition costs (7,094) (61,381) (20,426) (5,555) (94,456)
Other expenses (341) (6,877) (1,204) (1,827) (10,249)
Change in mathematical reserve - - - (15,382) (15,382)
Other income - 5,809 - - 5,809
Total claims and other expenses (13,562) (2,154,230) (287,693) (24,687} (2,480,172)
Net underwriting surplus 13,159 252,644 42,826 20,973 329,602
Special commission income 28,053

Net gains on investments mandatorily

measured at fair value through profit or loss 5370
Impairment loss (416)

Management fee for administration of

takaful operations (173,601)
Net surplus for the year 189,008

40



AL RAJHI COMPANY FOR COOPERATIVE INSURANCE
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)
(CONTINUED)

14 SEGMENTAL INFORMATION (continued)

For the year ended 31 December 2016

(Audited)
Protection
Operating segments General Motor Health & Saving Total
SR°000

Gross contributions written 120,140 1,583,626 216,936 27,948 1,948,650
Net contributions written 52,192 1,567,402 215,073 21,686 1,856,353
Net contributions earned 16,515 1,290,897 206,454 22,316 1,536,182
Policy fee and other income 103 6,279 - 207 6,389
Re-takaful commission income 10,501 2,072 - - 12,573
Total underwriting revenue 27.119 1,299,248 206,454 22,523 1,555,344
Net claims incurred (1,503)  (1,126,796) (155,853) (733) (1,284,885)
Inspection and supervision fees (402) (7,838) (3,253) (139) (11,634)
Policy acquisition costs (6,637) (22,775) (12,205) (3,519) (45,136)
Other expenses (479) (5,959) (864) (1,031) (8,333)
Change in mathematical reserve - - - - (8,604) (8,604)
Other income - 3,913 - - 3,913
Total claims and other expenses (9,021 (1,159,455) (172,177) (14,026) (1,354,679)
Net underwriting surplus 18,008 139,793 34,277 8,497 200,665
Investment income 21,786

Management fee for administration of takaful

operations (135,297)
Net result for the year 87,154
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15 SEGMENTAL INFORMATION (continned)

As at 31 December 2017 (Unaudited)

Protection &
Takaful operations’ assets General Motor Health Saving Total
SR’000

Re-takaful share of outstanding claims 110,829 22,612 - 9,032 142,473
Re-takaful share of unearned contributions 87,883 1,178 - 2,648 91,709
Deferred policy acquisition costs 10,777 11,992 12,662 358 35,789
Deposit against letters of guarantee (note 7) 51 10,793 2,148 6 12,998

209,540 46,575 14,810 12,044 282,969
Unallocated assets 2,477,004
Total takaful operations’ assets 2,759,973
Total shareholders’ operations’ assets 874,405
Total assets 3,634,378
Takaful operations’ liahilities
Gross outstanding claims 118,962 661,300 10L,416 11,553 893,231
Gross unearned contributions 164,005 931,898 204,818 3,388 1,304,109
Unearned re-takaful commission income 7,072 - - - 7,072

290,039 1,593,198 306,234 14,941 2,204,412

Unallocated liabilities and surplus 555,561
Total takaful operations’ liabilities and

surplus 2,759,973
Total shareholders’ operations’ liabilities and

equity 874,405
Total liabilities and equity 3,634,378
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16 SEGMENTAL INFORMATION (continued)

As at 31 December 2016 (Audited)
Protection &

Takaful operations’ assets General Motor Health Saving Total
SR’000
Re-takaful share of outstanding claims 82,606 7,411 - 5,692 95,709
Re-takaful share of unearned contributions 66,287 2,000 - 1,379 69,666
Deferred policy acquisition costs 9,415 15,433 5,296 222 30,366
Deposit against letters of guarantee (note 7) 18 10,692 1,133 4 11,847
158,326 35,536 6,429 7,297 207,588
Unallocated assets 1,640,796
Total takaful operations’ assets 1,848,384
Total sharcholders’ operations’ assets 678,144
Total assets 2,526,528
Takaful operations’ [iabilities
Gross outstanding claims 87,7534 409,854 37,550 7,452 542,610
Gross unearned contributions 126,417 782,236 86,038 1,685 996,386
Unearned re-takaful commission income 6,728 - - - 6,728
220,899 1,192,090 123,588 9,147 1,545,724
Unallocated liabilities and surplus 302,660
Total takaful operations’ liabilities and surplus 1,848,384
Total sharcholders’” operations’ liabilities and
equity 678,144
Total liabilities 2,526,528
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15 BASIC AND DILUTED EARNINGS PER SHARE
Basic and diluted earnings per share for the year ended 31 December 2017 and 2016 has been calculated by
dividing the net profit for the year by the weighted average number of issued shares (40 million shares) for the
year ended 31 December 2017 and 2016 respectively.

16 CONTINGENT LIABILITIES
As at 31 December 2017, the Company’s bankers have issued letters of guarantee of SR 13.0 million (2016: SR
11.9 million) to various motor agencies, workshops and health service providers as per the terms of the agreements
with them (note 7.2).

17 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 principal or the most advantageous market must be accessible to by the Company. The fair value of an asset
or a liability is measured using the assumptions that market participants would use when pricing the asset or
liability, assuming that market participants act in their best economic interest.

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 (unadjusted) market prices in active markets for identical assets or liabilities.

Level 2: Valuation techniques for which the lowest level input that is significant to the fair value measurement is
directly or indirectly observable,

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

unobservable.
TAKAFUL OPERATIONS
Level 1 Level 2 Level 3 Total
As at 31 December 2017 SR’ 060 SR’ 000 SR’ 006G SR’ 600
Financial assets measured at fair value through
profit or loss - 124,829 - 124,829
Total - 124,829 - 124,829
Level 1 Level 2 Level 3 Total
As at 31 December 2016 SR’ 000 SR’ 000 SR’ 000 SR’ 000
Available for sale financial assets - 15,096 - 15,096
Financial assets measured at fair value through
profit or loss - 13,101 - 13,101
Total - 28,197 - 28,197
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NOTES TO THE INTERIM CONDENSED FINANCIAL INFORMATION (UNAUDITED)

(CONTINUED)
17 FAIR YALUE OF FINANCIAL INSTRUMENTS (continued)

SHAREHOLDERS’ OPERATIONS

Level 1 Level 2 Level 3 Total
As atf 31 December 2017 SR’ 000 SR’ 000 SR’ 000 SR’ 000
Financial assets measured at fair value through
profit or loss - 32,481 - 32,481
Financial assets at fair value through other
comprehensive income 78,716 - 6,050 84,766
Total 78,716 32,481 6,050 117,247
Level | Level 2 Level 3 Total
As at 31 December 2016 SR’ 000 SR’ 000 SR’ 000 SR’ 000
Available for sale financial assets - 84,380 1,923 86,303
Financial assets measured at fair value through
profit or loss 22,047 - - 82,047
Total 82,047 84,380 1,923 168,350

For financial instruments that are recognised at fair value on a recurring basis, the Company determines whether
transfers have occurred between Levels in the hierarchy by re-assessing categorisation (based on the lowest level

input that is significant to the fair value measurement as a whole) at the end of each reporting period.

During the year ended 31 December 2017, there were no transfers between the levels of fair value hierarchies

during the year.

The fair value increase of SR 1,552 thousand (31 December 2016: SR 2,176 thousand decrease) in respect of
FVOCI equity investments was recorded in interim statement of other comprehensive income — shareholders’

operations
18 COMPARATIVE FIGURES
Certain of the prior period figures have been reclassified to conform to the current period presentation.

19 APPROVAL OF THE FINANCIAL STATEMENTS

The interim condensed financial information has been approved by the Board of Directors on 8-Jumada al-awwal-

1439, corresponding to 25 January 2018.
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