I'lfl“a:"

-
n
N n =" !.r_.
_Ihin_l o
_: . "
P I.l;.-
s in S
- '
=~ - :--
n II.II.L_
[ | u
. ) -_Ja—-:I
=_ m
Iﬂal - ll.
= | |
- = .
I.._:. n
.Il.. —_:
I







KPMG Professional Services
Zahran Business Center
Prince Sultan Street

P. O. Box 55078

Jt_eddah 21534 : ) P. O. Box 15651 Jeddah 21454
Kingdom of Saudi Arabia Kingdom of Saudi Arabia
Commercial Registration No4030290792

Headquarter in Riyadh

Indiependent auditors report onreview of Interim condensed
lInancial statements

To the shareholders of Gulf General Cooperative Insurance Company — A Joint Stock Company

Report on the review of the Interim Condensed Financial Statements

Introduction

We have reviewed the accompanying interim condensed statement of financial position of Gulf General
Cooperative Insurance Company (the “Company”) as at 30 June 2023, the interim condensed statements of
income and comprehensive income for the three-month and six-month periods then ended, and interim
condensed changes in equity and cash flows for the six-months period then ended, and notes to the interim
condensed financial statements. Management is responsible for the preparation and presentation of these
interim condensed financial statements in accordance with IAS 34, ‘Interim Financial Reporting’ that is endorsed
in the Kingdom of Saudi Arabia. Our responsibility is to express a conclusion on these interim condensed financial
statements based on our review.

Scope of review

We conducted ourreview in accordance with the International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity” that is endorsed in the
Kingdom of Saudi Arabia. A review of the interim condensed financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with International
Standards on Auditing that are 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 auditopinion.

Conclusion

Based on our review, nothing has come to ourattention that causes us to believe that the accompanying interim
condensed financial statements as at 30 June 2023 of Gulf General Cooperative Insurance Company are not
prepared, in all material respects, in accordance with IAS 34, ‘Interim Financial Reporting’ thatis endorsed in the
Kingdom of Saudi Arabia.

KPMG Professional Services, a professional closed joint stock company registered in the Kingdom of
Saudi Arabia with a paid-up capital of SAR40,000,000 (previously known as “KPMG Al Fozan &
Partners Certified Public Accountants”) and a non-partner member firm of the KPMG global
organization of independent member firms affiliated with KPMG International Limited, a private
Engiish company limited by guarantee. Al rights reserved



KPMG Professional Services
Zahran Business Center
Prince Sultan Street

P. O. Box 55078

Jgddah 21534 i . P. O. Box 15651 Jeddah 21454
Kingdom of Saudi Arabia Kingdom of Saudi Arabia
Commercial Registration No4030290792

Headquarter in Riyadh

Inciependent auditors report onreview of Interm condensed
financial Statements (Gontnued)

To the shareholders of Gulf General Cooperative Insurance Company — A Joint Stock Company

Emphasis of matter

We draw attention to Note 2(b) of the interim financial statements, which indicates that the Company incurred a
net loss of SR 2.9 million during the six-months period ended 30 June 2023 and, as of that date, the Company’s
accumulated losses amounted to SR 248.5 million which represents 49.7% of the share capital. These conditions
along with other matters as set forth in note 2(b), indicate that a material uncertainty exists that may cast significant
doubt on the Company’s ability to continue as a going concern. Our conclusion is not modified in respect of this
matter.

Other matter

The interim condensed financial statements of the Company for the three-month and six-month period ended 30
June 2022, were reviewed by another auditor who expressed an unmodified conclusion on those interim
condensed financial statements on 24 August 2022 and the financial statements of the Company for the year
ended 31 December 2022 were audited by another auditor who expressed an unmodified opinion on those
financial statements on 2 April 2023.

For KPMG Professional Services For Al Bassam & Co
Certified Public Accountants

Nasser Ahmed Al Shutairy Ahmed Abdulmajeed Mohandis
Certified Public Accountant Certified Public Accountant
License No. 454 License No.477

Jeddah, Kingdom of Saudi Arabia
Date:16 August2023
Corresponding to 28 Muharram 1445H

KPMG Professional Services, a professional closed joint stock company registered in the Kingdom of
Saudi Arabia with a paid-up capital of SAR40,000,000 (previously known as “KPMG Al Fozan &
Partners Certified Public Accountants”) and a non-partner member firm of the KPMG global
organization of independent member firms affiliated with KPMG International Limited, a private
Engiish company limited by guarantee. Al rights reserved
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

1 General

Gulf General Cooperative Insurance Company ("GGCI" or the "Company") is a Saudi Joint Stock Company
incorporated in the Kingdom of Saudi Arabia as per the Ministry of Commerce and Industry's Resolution number
12/Q dated 17 Muharram 1431H (corresponding to 3 January 2010) and registered under Commercial Registration
number 4030196620 dated 9 Safar 1431H (corresponding to 25 January 2010). The registered address of the
Company’s head officeis as follows:

Gulf General Cooperative Insurance Company
Al Gheithy Plaza, Second Floor,

Ameer Al Shoura'a Street

Jeddah, Kingdom of Saudi Arabia

The Company also has the following branches, which are operatingunder separate commercial registrations:

Branch Commercial Registration No. Date of Registration
Riyadh 1010316823 29 Shawwal 1432H (correspondingto 27 September 2011’
Al Khobar 2051046836 19 Dhul Qa’dah 1432H (corresponding to 17 October 2011

The Company is licensed to conduct insurance business in the Kingdom of Saudi Arabia under cooperative
principles in accordance with Royal Decree No. M/85 dated 5 Thul Hujja 1429H (corresponding to 3 December
2008) pursuant to Council of Ministers' Resolution No. 365 dated 3 Thul Hujja 1429H (corresponding to 1
December 2008). The Company obtained a license to conduct insurance operations in the Kingdom of Saudi
Arabia from the Saudi Arabian Monetary Authority ("SAMA") on 20 Rabi-al-Awwal 1431H (corresponding to 6
March 2010). The Company was listed on the Saudi Arabian Stock Exchange (“Tadawul”) on 24 Safar 1431H
(corresponding to 8 February 2010).

The objectives of the Company are to engage in providing insurance and related services, which include
reinsurance, in accordance with its by-laws, and applicable regulations in the Kingdom of Saudi Arabia. lts principal
lines ofbusiness include medical, motor, accident &liability, marine, property and engineering.

In accordance with the by-laws of the Company, the surplus arising from the insurance operations is distributed
as follows:

Transfer to shareholders’ operations 90%
Transfer to insurance operations 10%
100%

In case of deficit arising from the insurance operations, the entire deficitis allocated and transferred to the
shareholders’ operationsin full.

In accordance with Article 70 of SAMA implementing regulations, the Company proposes to distribute, subject to
the approval of SAMA, its annual net policyholders’ surplus directly to policyholders at a time, and according to
criteria, as set by its Board of Directors.

1.2 Portfolio transfer

On 19 May 2012, the Company entered into an agreement with Saudi General Insurance Company E.C. (“SGI’)
and Gulf Cooperation Insurance Company Ltd. E.C. (“GCI”) (the "Sellers") pursuantto whichitacquired the sellers'
insurance operationsin the Kingdom of Saudi Arabia, effective 1 January 2009, at a goodwillamountof SR 36.26
million, as approved by SAMA, along with the related insurance assets and liabilities of an equivalentamount. The
goodwill payments are governed by rules and regulations issued by SAMA in this regard and are also subject to
SAMA approval.

In December 2013, consequentto SAMA approval,a sum of SR 18.13 million payable to the Sellers for gooduwill
was adjusted against amountreceivable from them. Further, SAMA approved additional payment of SR 5.37 million
to the Sellers relating to 2012 profits, which was transferred to amount due to related parties, as at 31 December
2013, and settled in 2014. Further, during the year ended 31 December 2014, consequent to SAMA's approval,
dated 28 Shawwal 1435H (corresponding to 24 August 2014), a payment of SR 2.96 million was made to the
Sellers in respectofgoodwill, out of 2013 profits. During the year ended 31 December 2015, consequentto SAMA's
approval,dated 3 Rajab 1436H (corresponding to 22 April 2015), a final paymentof SR 9.80 million was made to
the Sellers in respect of goodwill, outof2014 profits.
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

2 Basis of preparation

(a) Statement of compliance

Thecondensedinterimfinancial statements ofthe Company have been prepared in accordance with International
Accounting Standard 34 - Interim Financial Reporting ("IAS 34") as endorsed in the Kingdom of Saudi Arabia and
other standards and pronouncement issued by Saudi Organization for Chartered and Professional Accountants
(“SOCPA”). This is the first set of the Company’s condensed interim financial statements in which IFRS 17 -
Insurance Contracts (“IFRS 17”) and IFRS 9 - Financial Instruments (“IFRS 9”) as endorsed in Kingdom of Saudi
Arabia have been applied and the resultantchanges to the significantjudgments, estimates and accounting policies
are described in Note 3. Comparative information was restated due to the adoption of IFRS 17 and IFRS 9.

As required by the Saudi Arabian Insurance Regulations (the Implementation Regulations), the Company
maintains separate books of accounts for “Insurance Operations” and “Shareholders’ Operations”. Accordingly,
assets, liabilities, revenues and expenses clearly attributable to either operation, are recorded in the respective
accounts.

In preparing the Company’s financial statements in compliance with IFRS as endorsed in KSA, the balances and
transactions of the insurance operations are amalgamated and combined with those of the shareholders’
operations. Inter-operation balances, transactions and unrealized gains and losses, if any, are eliminated in full
during amalgamation. The accounting policies adopted for the insurance operations and shareholders’ operations
are uniformfor like transactions and events in similar circumstances.

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

(b) Going Concern

The Company has a net loss of SR 2.9 million during the period ended 30 June 2023 (30 June 2022: net loss of
SR 25.3 million) and, as of that date, the Company’s accumulated losses amounted to SR 248.5 million (31
December 2022: SR 245.6 million) which represents 49.7% ofthe share capital. Since the accumulated losses of
the Company amounted to 48.3 % ofthe share capital, the requirements of Article 4, Part 2 of ‘CMA’'s Procedures
and Instructions Related to Listed Companies with Accumulated Losses Reaching 20% or More of Their Share
Capital’ continued to be triggered. These events and conditions, indicate that a material uncertainty exists that
may cast a significant doubt on the Company'’s ability to continue as a going concern and therefore, it may be
unable to realize its assets and dischargeits liabilities inthe normal course of business.

The management ofthe Company has prepared and implemented a detailed business plan for future prospects
of the Company with approval by the Board of Directors and has undertaken strategic initiatives to address the
material uncertainty. The steps being taken by the management to improve performance include operational
measures to enhance claims management and recoveries from salvage and subrogation; manage cost
rationalization through expense control and reducing discretionary spending, and improve the portfolio mix by
focusing on more profitable lines of business and products. Company is also putting in place measures such as
actuarial pricing tools and periodic business reviews to support better business decisions, focus on digital
marketing to improve market share and increase process efficiencies leveraging core system capabilities

Based on the above measures taken by the management, along with existing cash and cash equivalents and
other liquid assets, the management and those charged with governance remain confident that going concem
assumption is valid. Furthermore, the management does not have any intention to liquidate the Company or to
cease the operations in the near future. Based on the above these financial statements have been prepared on
going concern basis.

(c) Basis of measurement

The condensed interimfinancial statements are prepared under the going concern basis and the historical cost
convention, exceptforthe measurement ofinvestments at their fair value and defined benefits obligations, which
are recognised at the present value of future obligation using Projected Unit Credit Method. The Company’s
condensed statement of financial position is presented in order of liquidity. Except for property and equipment,
intangible assets, investments, statutory deposit and warranty and engineeringrelated insurance and reinsurance
contracts, all other assets and liabilities are of short-term nature, unless, stated otherwise. The currentand non-
currentclassification ofthe assets and liabilities have notchanged since the year ended 31 December 2022.
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

2 Basis of preparation (continued)

(d) Functional and presentation currency

These financial statements have been presented in Saudi Arabian Riyals (SAR), which is also the functional
currency ofthe Company. All financial information presented in SAR has been rounded to the nearest thousands,
exceptwhere otherwiseindicated.

(e) Basis of presentation

The condensed interim financial statements do notinclude all of the information required for complete setof annual
financial statements and should beread in conjunction with the annual financial statements as ofand forthe year
ended 31 December 2022. Comparative information was restated due to the adoption of IFRS 17 - Insurance
Contracts (“IFRS 17”) and IFRS 9 - Financial Instruments (“IFRS 9”). Therefore, comparative information was
restated accordingly to maintain comparability. Refer to Note 3 for more details.

(f) Seasonality of operations

There are no seasonal changes that may affect the insurance operations ofthe Company.
3. Significant accounting policies

341 New IFRS, International Financial Reporting and Interpretations Committee’s interpretations (IFRIC)
and amendments thereof, adopted by the Company

The accounting policies used in the preparation of these condensed interim financial statements are consistent
with those used in the preparation of the annual financial statements for the year ended 31 December 2022 except
as explained below:

A number of new or amended standards became applicable for the currentreporting period and the Company had
to changeits accounting policies as aresult of adopting the following standards:

a) IFRS 17 Insurance contracts (“IFRS 17”), and
b) IFRS 9 Financial Instruments (“IFRS 9”).

The newaccounting policies and theimpactofthe adoption ofthese new standards are disclosed in Note 3.2.
A number of other amendments became applicable for the current reporting period i.e. for reporting periods

beginning on or after January 01, 2023. The Company did not have to change its accounting policies or make
retrospective adjustments as a resultof adopting these amendments which are described below:

Interpretation Description

IAS 1 Classification of Liabilities as Current or Non-current — Amendments to IAS 1
IAS 12 Deferred Tax related to Assets and Liabilities arising from a Single Transaction
Narrow scope amendments The amendments aim to improve accounting policy disclosures and to help users
to IAS 1, IFRS Practice of the financial statements to distinguish between changes in accounting
Statement 2 and IAS 8 estimates and changes in accounting policies.

Certain new interpretations issued but not yet effective up to the date of issuance of the Company’s condensed
interim financial statements are listed below. The listing is of interpretations issued, which the Company reasonably
expects to be applicable at a future date. Management is in the process of assessing the impact of such new
interpretations on its financial statements. The Company intends to adopt these interpretations when they are
effective.

Effective from periods
beginning on or after

Interpretation Description the following date

IFRS 16 Lease liability in a sale and leaseback — Amendments January 01, 2024
to IFRS 16

IFRS 10 and IAS 28 Sale or contribution of assets between investor and its Available for optional
associate or joint venture (amendments to IFRS 10  adoption / effective date
and IAS 28) deferred indefinitely
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

3. Significant accounting policies (continued)
3.2 IFRS 17 Insurance Contracts

IFRS 17 replaces IFRS 4 Insurance Contracts for annual periods on or after January 1, 2023. The Company has
restated comparative information for 2022 applying the full retrospective transition approach prescribed in the
standard. The nature ofthe changes in accounting policies can be summarized as follows:

3.2.1 Changes in accounting policies:

IFRS 17 establishes principles for the recognition, measurement, presentation and disclosure of insurance
contracts, reinsurance contracts andinvestment contracts with direct participation features (“DPF”).

i Classification and summary of measurement models

The Company issues insurance contracts that transfer insurance risk. Insurance contracts are those contracts
where the insurer accepts significant insurance risk from the policyholder by agreeing to compensate the
policyholder if a specified uncertain future event adversely affects the policyholder. As a general guideline, the
Company defines significant insurance risk as the possibility of having to pay benefits on the occurrence of an
insured eventthat are at least 10% more than the benefits payable ifthe insured eventdid notoccur.

The Company issues non-life insurance to individuals and businesses. Non-life insurance prod ucts offered include
marine, property, motor, engineering, accident & liability and term life. These products offer protection of
policyholder’s assets and indemnification of other parties thathave suffered damage as a resultof a policyholders
accident. The Company does notissue any contracts with direct participating features.

In the normal course of business, the Company uses reinsurance to mitigate its risk exposures. A reinsurance
contract transfers significant risk if it transfers substantially all of the insurance risk resulting from the insured
portion of the underlying insurance contracts, even if it does not expose the reinsurer to the possibility of a
significantloss.

Noneof the insurance contracts issued by the Company contain embedded derivatives, investmentcomponents
orany othergoods and services.

ii. Level of aggregation

The Company identifies portfolios of insurance contracts. Each portfolio comprises contracts that are subject to
similar risks and managed together, and is divided into three groups:

- Any contracts thatare onerous on initial recognition;
- Any contracts that, on initial recognition, have no significant possibility of becoming onerous subsequently; and
- Any remaining contracts in the portfolio.

The portfolios are further divided by year of issue.

Portfolios of reinsurance contracts held are assessed for aggregation separately from portfolios of insurance
contracts issued. Applying the grouping requirements to reinsurance contracts held, the Company aggregates
reinsurance contracts held concluded within a calendar year (annual cohorts) into groups of: (i) contracts for which
there is a net gain at initial recognition, ifany; (ii) contracts for which, at initial recognition, there is no significant
possibility of anet gain arising subsequently; and (iii) remaining contracts in the portfolio, if any.

Reinsurance contracts held are assessed for aggregation requirements on an individual contract basis. The
Company tracks internal managementinformation reflecting historical experiences o f such contracts’ performance.
This informationis used for setting pricing ofthese contracts such thatthey resultin reinsurance contracts held in
a net cost position without a significant possibility ofa net gain arising subsequently.

The Company assumes thatno contracts are onerous at initial recognition, unless facts and circumstances indicate
otherwise. If facts and circumstances indicate that some contracts are onerous, an additional assessmentis
performed to distinguish onerous contracts from non-onerous ones. For non-onerous contracts, the Company
assesses the likelihood of changes in the applicable facts and circumstances in the subsequent periods in
determining whether contracts have asignificant possibility of becoming onerous. This assessmentis performed
at a policyholder-pricing-groups level.
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

3. Significant accounting policies (continued)

3.2 IFRS 17 Insurance Contracts (continued)

3.2.1 Changes in accounting policies (continued):

iii. Recognition

The Company recognises agroup ofinsurance contracts issued from the earliest of the following:

- Thebeginningofthe coverage period ofthe group of contracts.

- Thedate when the firstpaymentfrom a policyholder in the group becomes due. If there is no contractual due
date, then it is considered to be the date when the firstpayment is received from the policyholder.

- Foragroup ofonerous contracts, the date when facts and circumstances indicate thatthe group to which an
insurance contractwill belong is onerous.

The Company recognises agroup ofreinsurance contracts heldithas entered into fromthe earlier of the following:

- Forreinsurance contracts that provide proportionate coverage, atthe later of:
(i)the beginning ofthe coverage period ofthe group ofreinsurance contracts and
(ii) theinitial recognition ofany underlying contract.

- All other groups of reinsurance contracts held are recognised from the beginning of the coverage period of
the group ofreinsurance contracts;

However, ifthe Company entered into the reinsurance contract held at or before the date when an onerous group
of underlying contracts is recognised prior to the beginning of the coverage period of the group of reinsurance
contracts held, thereinsurance contractheld, in this case, isrecognised at the same time as the group of underlying
insurance contracts is recognised.

Only contracts thatindividually meet the recognition criteria by the end of the reportingperiod are included in the
groups. When contracts meet the recognition criteriain the groups after the reporting date, they are added to the
groups in thereporting periodin which they meetthe recognition criteria, subject to the annual cohortsrestriction.
Composition ofthe groupsis notreassessed in subsequentperiods.

iv.  Contractboundaries

The measurement ofa group of contractsincludesall ofthe future cash flows within the boundary of each contract
in the group. Cash flows are within the boundary ofa contractifthey arise from substantiverights and obligations
that exist during thereportingperiod under which the Company can compel the policyholder to pay premiums or
has a substantive obligationto provide services.

A substantive obligationto provide services endswhen:

i) The Company has the practical ability to reassess the risks ofthe particular policyholder and can seta price
orlevel of benefits that fully reflects those reassessed risks; or

ii) Both of the following criteria are satisfied:
- TheCompany has the practical ability to reassess therisks ofthe portfolio that con tains the contract and
can set a priceor level of benefits that fully reflects the risks ofthat portfolio; and
- thepricing of the premiums for coverage up to the reassessment date does not take into account risks
that relate to periods after the reassessmentdate.

The contractboundary is reassessed at each reporting date and, therefore, may change over time.
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

3. Significant accounting policies (continued)
3.2 IFRS 17 Insurance Contracts (continued)
3.2.1 Changes in accounting policies (continued):
V. Measurement

The general measurement model (GMM), also known as the building block approach, consists of the fulfilment
cash flows and the contractual service margin. This is the default model under IFRS 17 to measure insurance
contracts. However, the Premium Allocation Approach (PAA), which is a simplified measurement model, is
permitted if, and only if, at the inception ofthe group:

- The entity reasonably expects that such simplification would produce a measurement of the liability for
remaining coverage for the group that would not differ materially from the one that would be produced applying
the general measurement model requirements; or

- The coverage period of each contractin the group (including insurance contract services arising from all
premiums within the contractboundarydetermined atthatdate) is oneyear orless.

The Company uses the PAA to simplify the measurement of groups of contracts on the following bases:

° Insurance contracts:

The coverage period of Medical, Marine, Property, Motor TPL, Motor Comprehensive and accident and liability
contracts in the group ofcontracts is one year orless and are therefore eligible to be measured under the PAA.

Oncetheselected term has ended, theinsurance contractis terminated and a policyholder could potentially obtain
new coverage on the new terms, subject to successful underwriting. All insurance contracts in this segment offer
fixed and guaranteed death benefits over the contractual term.

PAA eligibility testing has been performed for the Engineering and Accident &liability group of contracts since the
coverage periodis more than oneyear. The Company reasonably expects thatthe measurement ofthe liability for
remaining coverage for the group containing those contracts under the PAA would not differ materially from the
measurement that would be produced applying the general measurement model. In assessing materiality, the
Company has also considered qualitative factors such as the nature ofthe risk and types ofits lines of business.

Reinsurance contracts:

The Company reasonably expects that the resulting measurement under the PAA measurement model would not
differ materially from the result of applying the general measurementmodel.

The Company does notapplythe PAA if, at theinception ofthe group of contracts, it expects significant variability
in the fulfilment cash flows thatwould affect the measurement ofthe liability for the remaining coverage during the
period before a claimis incurred.

Measurement on initial recognition under PAA:
On initial recognition of each group ofinsurance contracts that are notonerous, the carrying amountofthe liability
for remaining coverage (“‘LRC”) is measured at the premiums received on initial recognition less any insurance

acquisition cash flows paid.

For reinsurance contracts held, on initial recognition, the Company measures the remaining coverage at the
amount of ceding premiums paid.

On initial recognition of each group of insurance contracts exceptfor engineeringand accident & liability groups,
the Company expects that the time between providing each part of the coverage and the related premium due
date is no more than a year.

Forall other group of contracts, thereis no allowance for time value of money as the premiums are received within
oneyear ofthe coverage period.

Subsequent measurement under PAA:
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

3. Significant accounting policies (continued)

3.2 IFRS 17 Insurance Contracts (continued)

3.2.1 Changes in accounting policies (continued):

V. Measurement (continued)

The carrying amountofagroup ofinsurance contracts issued atthe end of each reporting periodis the sum of:

a. theLRC;and
b. the LIC, comprising the fulfilment cash flows (“FCF”) related to past service allocated to the group at
the reporting date.

The carrying amountofagroup ofreinsurance contracts held atthe end of each reporting period is the sum of:

a. theremaining coverage;and
b. theincurred claims, comprising the FCF related to pastservice allocated to the group at the reporting
date.

Forinsurance contracts issued, at each of the subsequentreporting dates, the LRC is:

a. increased for premiums received in the period, excluding amounts that relate to premium receivables
included in the LIC;
b. decreased forinsurance acquisition cash flows paidin the period;

c. decreased for the amounts of expected premium receipts recognised as insurance revenue for
the services providedin the period;

d. increased forthe amortisation ofinsurance acquisition cash flows in the period recognised as
insurance service expenses; and

e. increased forany adjustmentto the financing component, where applicable.

Forreinsurance contracts held, ateach of the subsequent reporting dates, the remaining coverageiis:

a. increased forceding premiums paid in the period; and
b. decreased for the expected amounts of ceding premiums recognised as reinsurance expenses for the
services received in the period.

The Company estimates the liability for incurred claims as the fulfilment cash flows related to incurred claims.
Fulfilment cash flows comprise estimates of future cash flows, an adjustment to reflect the time value of money
and the financial risks related to future cash flows, to the extent that the financial risks are notincluded in the
estimates of future cash flows, and a risk adjustmentfor non-financial risk.

The Company’s objective in estimating future cash flows is to determine the expected value of arange of scenarios
that reflects the full range of possible outcomes. The cash flows from each scenario are discounted and weighted
by the estimated probability of that outcome to derive an expected present value. If there are significant
interdependencies between cash flows that vary based on changes in market variables and other cash flows, then
the Company uses stochastic modelling techniques to estimate the expected presentvalue. Stochastic modelling
involves projecting future cash flows under a large number of possible economic scenarios for market variables
such as interestrates and equity returns. The determination ofthe discountrate thatreflects the characteristics of
the cash flows and liquidity characteristics of the insurance contracts requires significant judgement and
estimation, which are covered in Note 2(e)(ii).

The fulfilment cash flows are adjusted for the time value of money and the effect of financial risk (using cument
estimates) if the liability forincurred claims is also adjusted for the time value of money and the effect of financial
risk.

Some insurance contracts permitthe Company to sell (usually damaged) assets acquired in settling a claim (for
example, salvage). The Company may also have therightto pursuethird parties for paymentofsome orall costs
(for example, subrogation).
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GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023

(Al amounts in Saudi Riyal thousands unless otherwise stated)

3. Significant accounting policies (continued)
3.2 IFRS 17 Insurance Contracts (continued)
3.2.1 Changes in accounting policies (continued):
V. Measurement (continued)

Estimates of salvage recoveries areincluded as an allowancein the estimates of claims liability. The allowance is
the amountthat can reasonably be recovered fromthe disposal ofthe asset.

Onerous contractassessment:

If at any time during the coverage period, facts and circumstances indicate thata group of contracts is onerous,
then the Company recognises a loss in insurance service expense and increases the liability for remaining
coverage to the extent that the current estimates of the fulfilment cash flows, determined under the GMM, that
relate to remaining coverage (including the risk adjustment for non-financial risk) exceed the carrying amount of
the liability for remaining coverage. A loss component will be established for the amount of the loss recognised.
Subsequently, the loss component will be remeasured at each reporting date as the difference between the
amounts of the fulfilments cash flows determined under the GMM relating to the future service and the carrying
amount ofthe LRC withouttheloss component.

Wherethe Company recognisesaloss oninitial recognition of an onerous group of underlying insurance contracts
or when further onerous underlying insurance contracts are added to a group, the Company establishes a loss-
recovery componentofthe asset for remaining coverage for a group of reinsurance contracts held depicting the
recovery of losses. The Company calculates the loss-recovery componentby multiplyingtheloss recognised on
the underlying insurance contracts and the percentage of claims on the underlying insurance contracts the
Company expects to recover fromthe group of reinsurance contracts held. The loss-recovery component adjusts
the carrying amountofthe asset for remaining coverage.

When underlyinginsurance contracts areincluded in the same group with insurance contracts issued thatare not
reinsured, the Company applies asystematic and rational method ofallocation to determine the portion of losses
that relates to underlyinginsurance contracts.

Vi. De-recognition and contract modification

The Company derecognises acontractwhen it is extinguished i.e. when the specified obligations in the contract
expire or are discharged or cancelled. The Company also derecognises a co ntract if its terms are modified in a
way that would have changed the accounting for the contract significantly had the new terms always existed, in
which case a new contract based on the modified terms is recognised. If a contract modification doesnotresultin
derecognition, then the Company treats the changes in cash flows caused by the modification as changes in the
estimates of fulfilmentcash flows. There were no instances of modification or derecognition identified during the
three-months and six months period ended 30 June 2023.

Vii.  Acquisition & Attributable Cost

Insurance acquisition cash flows are the costs that directly associated with selling and handling acquired
businesses. The company considers underwriting, sales, and regulatory levies as acq uisition costs. Acquisition
costs are notexpensed when incurred and are deferred over the life of the insurance contract. While attributable
costs are the costs that can fully or partially attributed to the insurance operations. The company has in place
allocation technique to allocate the costs based on directto indirectcosts ratio. Both acquisition and attributable
costs fall under the insurance service expense while the non -attributable costs are reported under other operating
expenses.

viii. Risk adjustmentfor non-financial risk

The Company has decided to adoptthe value at risk model for incurred claims for motor business and other lines
of business in the estimation ofrrisk adjustment. The Company has chosen aconfidence level based on the 75th
percentile ofthe distribution ofthe claimreserves, considering this levelis adequate to cover sources of uncertainty
about the amountand timing ofthe cash flows. While for premiumrisk, Solvency llapproachis used to derive the
risk with the same percentile as the claimreserves.
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3. Significant accounting policies (continued)
3.2 IFRS 17 Insurance Contracts (continued)
3.2.1 Changes in accounting policies (continued):
iX.  Presentation

Groups of insurance contracts that are assets and those that are liabilities, and groups of reinsurance contracts
that are assets and those that are liabilities, are presented separately in the statement of financial position. The
Company recognised in the statement of income (a) an insurance service result, comprising insurance revenue
and insurance service expenses, and (b) insurancefinanceincome or expenses.

The Company does notdisaggregate changes in the risk adjustment for non -financial risk between the insurance
serviceresultand insurancefinanceincomeor expenses. All changes in the risk adjustmentfor non -financial risk
are included in theinsurance service result.

Insurancerevenue:

The insurancerevenue for each period is the amount of expected premiumreceipts for providing coveragein the
period. The Company allocates the expected premiumreceipts to each period on the passage oftime.

Insurance service expenses:
Insurance service expenses include the following:

a. incurred claims for the period.

b. otherincurred directly attributable expenses.

c. insurance acquisition cash flows amortization.

d. changes thatrelate to pastservice— changes in the FCF relating to the LIC.

e. changes thatrelate to future service —changesin the FCF that result in onerous contractlosses or reversals of
thoselosses.

For contracts measured under the PAA, amortisation ofinsurance acquisition cash flows is based on the passage
of time.

Net expenses fromreinsurance contracts:

Net expenses from reinsurance contracts comprise reinsurance expenses less amounts recovered from
reinsurers. The Companyrecognises reinsurance expenses as it receives coverage or other services under groups
ofreinsurance contracts. For contracts measured under the PAA, the Company recogn ises reinsurance expenses
based on the passage oftime overthe coverage period ofagroup of contracts.

Income and expenses from reinsurance contracts are presented separately from income and expenses from
insurance contracts. Income and expenses from reinsurance contracts, other than insurance finance income or
expenses, are presented on a net basis as 'net expenses from reinsurance contracts' in the insurance service
result.

Ceding commissionsthatare notcontingenton claims ofthe underlying contracts issued reduce ceding premiums
and are accounted for as partof reinsurance expenses. Ceding commissions thatare contingenton claims of the
underlying contracts issued reduce incurred claims recovery.

Insurancefinanceincome and expenses:

Insurance finance income and expenses comprise changes in the carrying amounts of groups of insurance and
reinsurance contracts arising fromthe effects of the time value of money, financial risk, and changes therein.

The Company includes all insurance finance income or expenses for the periodin profitor loss.
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3.

3.2

3.2.2

Significant accounting policies (continued)
IFRS 17 Insurance Contracts (continued)

Changes to classification, recognition and measurement

The measurement principles of the PAA differ from the ‘earned premium approach’used by the Company under
IFRS 4 in the following key areas:

Deferral of acquisition costs — Under IFRS 17, insurance acquisition cash flows are costs directly
attributable to selling orunderwriting a portfolio ofinsurance contracts. An entity may elect to capitalize and
amortize these costs overthe coverage period based on the expected timing ofincurred insurance service
expense ofthe related group. It is similar to IFRS 4’s deferred acquisition costs.

Discount rate — Under IFRS 17, the liability for incurred claims is discounted at a rate that reflects the
characteristics of the liabilities and the duration of each portfolio. The Company has established discount
yield curves usingrisk-free rates adjusted to reflect the appropriate illiquidity characteristics of the applicable
insurance contracts. Under IFRS 4, claims liabilities were discounted using a rate that reflected the
estimated market yield of the underlying assets backing these claims liabilities at the reporting date. The
changes in discounting methodology did not have a significantimpact on transition. Measurement of the
liability for remaining coverage includes an adjustmentforthe time value of money and the effect of financial
risk where the premium due date and the related period of services are more than 12 months apart.

Risk Adjustment -Under IFRS 17, the liability for incurred claims includes an explicit risk adjustment for
non-financial risk (“risk adjustment”) which replaces therisk margin under IFRS 4. The IFRS 4 risk margin
reflected the inherentuncertainty inthe netdiscounted claim liabilities estimates, whereas the IFRS 17 risk
adjustment is the compensation required for bearing the uncertainty that arises from non -financial risk.
Similar to the risk margin, the risk adjustment includes the benefit of diversification, therefore the two
methodologies are fairly aligned. As a result, the changes in methodology did nothave asignificantimpact

on transition.

Onerous contracts — IFRS 17 requires the identification of groups of onerous contracts ata more
granular level than the liability adequacy test performed under IFRS 4. For onerous contracts, theloss
componentbased on projected profitability is recognized immediately in Netincome, resulting in earlier
recognitioncomparedto IFRS

4. Onerous contracts did nothave asignificantimpacton transitionto IFRS 17.

3.23

Changes to presentation and disclosure

Statement of financial position
Presentation is driven by portfolios which are composed of groups of contracts covering similar risks and which
are managed together. Portfolios ofinsurance and reinsurance contracts are presented separately between:

Portfolios ofinsurance contracts issued that are assets;
Portfolios ofinsurance contracts issued that are liabilities;
Portfolios of reinsurance contracts held that are assets; and
Portfolios ofreinsurance contracts held that are liabilities.

Line items | Line items under IFRS 4, now combined under one line item under IFRS 17
under IFRS 17

Insurance - Premiums receivable

contract - Deferred policy acquisition costs

liabilities - Unearned premiums

- Outstanding claims

- Claims incurred butnotreported

- Premium deficiency reserve

- Due to agents, brokers and third-party administrator

- Policyholders payable

- Salvage recoverable, within prepaid expenses and other assets

- SAMA, Najm and Elm fee payables, within accrued expenses and other liabilities

Reinsurance - Reinsurers’share of unearned premiums
contractassets |- Reinsurers’shareof outstandingclaims

- Reinsurers’share of claims incurred butnotreported
- Payable to reinsurers, within due to reinsurers, agents, brokers and third-partyadministrator
- Due fromreinsurers

- Unearned reinsurance commission
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3. Significant accounting policies (continued)

3.2 IFRS 17 Insurance Contracts (continued)

3.2.3 Changes to presentation and disclosure (continued):
Statement of comprehensive income

The line-itemdescriptions in the statement of income have been changed significantly compared to presentation
in the latest annual financial statements. Insurance revenue under IFRS 17 includes gross written premium, gross
movement in unearned premiums and expected creditlosses on receivables from policy holders.

Insurance service expenseunder IFRS 17 includes gross claims paid, changes in outstanding claims, changes in
incurred but notreported claims, changes in loss component, policy acquisition costs, attributable expenses and
the impactofrelease in the risk adjustment. The changes in premium deficiencyreserveis eliminated and instead
changes in loss component is taken. Net income / (expenses) from reinsurance contracts held under IFRS 17
includes reinsurance premium ceded, changes in reinsurer's share of unearned premiums, reinsurance
commission earned, reinsurance share of paid claims, reinsurance share of outstanding claims, reinsurance share
of changes in claims incurred butnotreported, changein reinsurance accrual reserve, expected creditlosses on
reinsurance receivables and the impact of loss adjustment the risk adjustment for non -financial risk. Insurance
service results are presented without the impact of discount unwinding and changes in discount rates which are
shown separately under netinsurance financial result.

IFRS 17 resulted in presentation changes to IFRS 4’'s underwriting expenses since expenses are classified either
as insurance acquisition cash flows and fulfilment cash flows within insurance service expense or as other
expenses when they are not directly attributable to insurance contracts. As aresult, a portion of expenses classified
as underwriting expenses under IFRS 4 are now presented as other expenses under IFRS 17 in the line other
operating expenses. The following previously reported line items are no longer disclosed: direct premiums written,
net earned premiums, netclaims incurred, and underwriting expenses.

3.2.4 Transition

On transitionto IFRS 17,the Company has applied the full retrospective approach to allinsurance contracts issued
and reinsurance contracts held. Therefore, on transition date, January 1, 2022, the Company:

- has identified, recognised and measured each group of insurance contracts as if IFRS 17 had always
applied;

- derecognised any existing balances that would notexisthad IFRS 17 always applied; and

- recognisedany resultingnetdifferencein equity.

The impactoftransition to IFRS 17 on retained earnings is, as follows:

(Reduction) / increase in the Company’s total equity

1 January 2023

1 January 2022

Changein measurement of reinsurance contract assets 3,203 2,961
Changein measurement of insurance contract liabilities (12,418) (9,402)
Impact of adoption of IFRS 17 before zakat (9,215) (6,441)

Increase / (reduction) in the Company’s total assets

1 January 2023

1 January 2022

Risk adjustment 1,352 924
Discounting (1,007) (1,035)
Lossrecovery 2,858 3,072
Impact of adoption of IFRS 17 on total assets 3,203 2,961

(Increase) / reduction in the Company’s total liabilities

1 January 2023

1 January 2022

Risk adjustment 4,178 1,924
Impairment of premiums receivable 82 (3,539)
Discounting (1,164) (710)
Loss component 9,322 11,727
Impact of adoption of IFRS 17 on total liabilities 12,418 9.402
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3. Significant accounting policies (continued)
3.2 IFRS 17 Insurance Contracts (continued)
3.2.4 Transition (continued):

The impacton the net loss forthe six-month period ended 30 June 2022 attributable to the shareholders, arising
from actuarial risk adjustment, discounting, loss component adjustmentand netimpairmentallowan ce recomputed
for premiums receivable, reinsurers’ receivable, reinsurers’ share of outstanding claims and claims incurred but
notreported, in line with the requirements of IFRS 17, is as follows:

The impact on the net loss for the three-month and six months period ended 30 June 2022 attributable to the
shareholders, arising from risk adjustment, discounting, loss component adjustment and expected premium
receipts, in line with the requirements of IFRS 17, is as follows:

For the three For the six

months period months period

ended ended

30 June 2022 30 June 2022
Net loss after zakat as previously reported (17,764) (36,953)

Estimated (increase) / reduction in the Company’s net loss

Loss component 7,616 12,541
Risk adjustment, net 433 606
Discounting, net (313) 540
Estimates for expected premium receipts 3,038 (3,188)
Adjusted loss after zakat - restated (6,990) (26,454)

3.3 IFRS 9 Financial Instruments

IFRS 9 replaces IAS 39 Financial Instruments: Recognition and Measurement and is effective for annual periods
beginningon or after January 1, 2018. However, the Company has met the relevantcriteriaand has applied the
temporary exemption from IFRS 9 for annual periods before January 1, 2023. For transition to IFRS 9, the
Company applied aretrospective approach to bein line with transitionoption adopted under IFRS 17. The nature
of thechangesin accounting policies can be summarised, as follows:

3.3.1 Changes in accounting policies:
3.3.1.1 Financial assets and liabilities
i. Initial recognition

At initial recognition, the Company measures financial assets at its fair value plus, in the case of a financial asset
notat fair value through profitorloss, transactions costs that are directly attributable to the acquisition offinancial
asset. Transaction costoffinancial assets carried atfair value through profit or loss are expensed in profitor loss.
Immediately after initial recognition, an expected credit loss (“ECL”) allowance is recognised for financial assets
measured at amortised costand investments measured at FVOCI.

When the fair value of financial assets and liabilities differs from the transaction price on initial recognition, the
entity recognises the difference as follows:

a. When thefair value is evidenced by a quoted pricein an active marketforan identical asset or liability (that
is, a Level 1 input) or based on a valuation technique that uses only data from observable markets, the
differenceis recognised as again orloss.

b. In all other cases, the differenceis deferred and the timing ofrecognition of deferred day one profitor loss
is determined individually. Itis either amortised over the life of the instrument, deferred until the instruments
fair value can be determined using market observable inputs, or realised th rough settlement.
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3. Significant accounting policies (continued)
3.3 IFRS 9 Financial Instruments (continued)
3.3.1 Changes in accounting policies (continued):
3.3.1.1 Financial assets and liabilities (continued)
i. Initial recognition (continued)

Amortised cost and effective interest rate

Theamortised costofa financial assetis the amount at which the financial assetis measured at initial recognition
minus the principal repayments, plus the cumulative amortization using the effective profit method of any difference
between that initial amountand the maturity amount, adjusted for any loss allowance.

The effective interest 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 amo unt of a financial asset (i.e. ifs
amortised cost before any impairment allowance) or to the amortised cost of a financial liability. The calculation
does notconsider expected creditlosses and includes transaction costs, contributions or discounts and fees and
points paid orreceivedthat are integral to the effective profitrate, such as origination fees.

Interestincomeis recognised using the effective profit rate to the gross carryingamount of afinancial asset, except
for financial assets that have subsequently become creditimpaired. For financial assets that have subsequenty
become creditimpaired, profitincomeis recognised by applying the effective interestrate to the net carrying value
ofthe financial asset. If, in subsequentreporting periods, the creditrisk on the credit-impaired financialinstrument
improves so that the financial assetis no longer credit-impaired, interest income is recognised by applying the
effective interest rate to the gross carrying amountofthefinancial asset.

iii. Classification and subsequent measurement of financial assets

The Company classifies its financial assets in the following measurement categories:
- Fair value through profitorloss (FVTPL);

- Fair value through Other Comprehensive Income (FVOCI)

- Held at amortised cost.

The classification requirements for debt and equity instruments are described below:
Debt instruments

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

Business model:

The business model reflects how the Company manages the assets in order to generate cash flows. That is,
whetherthe Company'’s objective is solely to collectthe 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 (eg.
financial assets are held fortrading purposes), then the financial assets are classified as part of ‘other’ business
model and measured at FVTPL.Factors considered by the Companyin 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
performanceis evaluated and reported to key management personnel, how risks are assessed and manag ed and
howmanagers are compensated. For example, the liquidity portfolio of assets, which is held by the Company as
partofliquidity managementandis generally classified withinthe hold to collect and sellbusiness model. Securities
held for trading are held principally for the purpose ofselling in the near term orare partof a portfolio of financial
instruments that are managed together and for which there is evidence of a recent actual pattern of short-tem
profit-taking. These securities are classified in the ‘other’ business model and measured at FVTPL.
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3. Significant accounting policies (continued)

3.3 IFRS 9 Financial Instruments (continued)

3.3.1 Changes in accounting policies (continued):

3.3.1.1 Financial assets and liabilities (continued)

iii. Classification and subsequent measurement of financial assets (continued)
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
consistentwith the financing agreementi.e. profitincludes only consideration for the time value ofresources, credit
risk, other basic lending risks and a profit margin thatis consistentwith a basic lending arrangement. Where the
contractual terms introduce exposure to riskor volatility that are inconsistent with a basic lending arrangement, the
related financial assetis classified and measured at FVTPL.

The Company exercises judgmentin determining whether the contractual terms offinancial assets it originates or
acquires give rise on specific dates to cash flows that are solely payments of principal and profitincome on the
principal outstanding and so may qualify for amortised cost measurement. In making the assessment the Company
considersall contractual terms, including any prepaymentterms or provisionsto extend the maturity of the assets,
terms thatchange the amountand timing of cash flows and whether the contractual terms contain leverage. Based
on these factors, the Company classifies its debt instruments into one of the following three measurement
categories:

Amortised cost:

Assets that are held for collection of contractual cash flows where those cash flows representsolely payments of
principal and profit,and thatare notdesignated at FVTPL, are measured at amortised cost. The carrying amount
of these assets is adjusted by any expected creditloss allowance recognised. Profitincome from these financial
assets isincluded in ‘Interestincome’ using the effective profitmethod.

Fair value through other comprehensive income (“FVOCI”):

Financial assets thatare held for collection of contractual cash flows and for selling the assets, where the assets’
cash flows representsolely paymentsof principal and profit, and thatare not designated at FVTPL, are designated
as FVOCI. Movements in the carrying amount are taken through OCI, except for the recognition of impairment
gains orlosses, special interestincome and foreign exchange gainsand losses on the instrument's amortised cost
which are recognised in profit or loss. When the financial asset is derecognised, the cumulative gain or loss
previously recognisedin OClis reclassified from equity to profitorloss. Profitincome fromthese financial assets
is included in ‘Interest income’ using the effective profit method. Currently no debt instrumentis classified as
FVOCI.

Fair value through profitorloss (FVTPL):

Assets that do notmeet the criteriafor amortised costor FVOCI are measured at FVTPL. A gain orlosson adebt
investment that is subsequently measured at FVTPL presented in profit or lossin the period in which it arises.
Currently investmentin Sukuk which failed SPPI assessmentare classified as FVTPL.

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 notexpected to be frequentand no such instances have occurred during the six-month period ended
30 June 2023.

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

instruments thatdo not contain a contractual obligation to pay and thatevidence aresidual interestin theissuer’s
net assets. Examples of equity instruments include basic ordinary shares.
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3. Significant accounting policies (continued)

3.3 IFRS 9 Financial Instruments (continued)

3.3.1 Changes in accounting policies (continued):

3.3.1.1 Financial assets and liabilities (continued)

i Classification and subsequent measurement of financial assets (continued)

The Company classifies all equity investments at FVTPL, except where the Company’s managementhas elected,
at initial recognition, to irrevocably designate an equity investmentat FVOCI. The Company’s policy is to designate
equity investments as FVOCI when those investments are held for purposes other than to generate investment
returns. When this electionis used, transaction costs are made partofthe costatinitial recognition and subsequent
fair value gains and losses (unrealized) are recognized in OCI and are not subsequently reclassified to profit or
loss, including on disposal. Impairment losses (and reversal of impairment losses) are not reported separately
from other changes in fair value. The Company has designated its investment in Najm for Insurance Services
Company, a Saudi Closed Joint Stock Company, as FVOCI.

Dividends, when representing a return on such investments, continue to be recognized in the statementof income
as ‘Dividend income’when the Company’s rightto receive payments is established. Currently all equity securities
are designated as FVOCI.

Any gain or loss on the disposal of equity classified as FVOCI will be non- recycling i.e. on disposal, fair value
movement residing in OCI will be moved directly from OCl to retained earnings.

3.3.1.2 Impairment of financial assets

The Company assesses on a forward -looking basis the ECL associated with its financial assets. The impairment
methodology applied depends on whetherthere has been a significantincreasein creditrisk. The measurement
of ECL reflects:

- An unbiased and probability-weighted amountthatis determined by evaluating a range of possible
outcomes;

- The time value of money; and

- Reasonable and supportable information that is available without undue cost or effort at the reporting
date about past events, currentconditions and forecasts of future economic conditions.

Premiums receivable balances have been classified under insurance contract liabilities and the reinsurers’
receivable balances and reinsurers’share of outstanding claims and claims incurred butnot reported have been
classified under reinsurance contract assets, as rights and obligations under insurance contracts are accounted
forunder IFRS 17 because the policyholder transfers significantinsurance risk to the insurer rather than financial
risk, which arein the scope of IFRS 17 forimpairment.

Liability for remaining coverage (LFRC) adjustment:

LFRC adjustment represents impairment on insurance premium receivable balances. The Company has
developed impairment calculations based on provision matrix approach. LFRC adjustment is recorded as an
adjustmentto LFRC with corresponding impact recorded in Insurance Revenue.

Non-performance risk (NPR) adjustment:

The Company measures the estimates of the present value of future cash flows using assumptions that are
consistentwith those used to measure the estimates of the presentvalue of future cash flows for the underlying
insurance contracts, with an adjustment for any risk of non-performance by the reinsurer. The effect of the non-
performance risk of the reinsurer is assessed at each reporting date and the effect of changes in the non-
performanceriskis recognisedin profitorloss.

The Company applies the three-stage model for impairment of financial assets measured at amortised cost and
FVOCI, based on changes in credit quality since initial recognition.
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3. Significant accounting policies (continued)
3.3 IFRS 9 Financial Instruments (continued)
3.3.1 Changes in accounting policies (continued):
3.3.1.2 Impairment of financial assets (continued)

Stage 1 (“Performing”) includes financial assets that have nothad a significantincreasein creditrisk sinceinitial
recognitionorthathavelow creditrisk at thereporting date. For these financial assets, 12-month expected credit
losses (“ECL”) are recognised and financial income is calculated on the gross carrying amountofthe asset (that
is, without deduction for credit allowance). A 12-month ECL is the ECL that results from default events that are
possible within 12-months after the reporting date. It is not the expected cash shortfalls over the 12-month period
but the entire creditloss on an asset, weighted by the probability thattheloss will occurin the next 12-months.

Stage 2 (“Under-performing”) includes financial assets thathave had asignificantincrease in creditrisk since initial
recognition, butdo nothave objective evidence ofimpairment. Asignificantincreasein creditrisk is presumed ifa
receivable is more than 30 days past due. For these financial assets, lifetime ECL are recognised, but financial
incomeis still calculated on the gross carrying amount of the asset. Lifetime ECL is the ECL that results from all
possible default events over the maximum contractual period during which the Companyis exposedto creditrisk.
ECL is the weighted average creditlosses, with the respectiverisks of adefault occurring as the weights.

Stage 3 (“Non-performing”) includes financial assets that have objective evidence of impairment at the reporting
date. A default on a financial assetis when the counterparty fails to make contractual payments within 90 days of
when they fall due. For these financial assets, lifetime ECL are recognised and financial income s calculated on
the net carrying amount (thatis, netof creditallowance).

The Company, when determining whether the creditriskon afinancial asset has increased significantly, considers
reasonable and supportable information available (e.g. days past due, customer credit scoring etc.), in order to
compare therisk ofa default occurring atthe reporting date with the risk of adefault occurring atinitial recognition
of thefinancial asset.

Financial assets are written-offonly when thereis no reasonable expectation ofrecovery.

Where financial assets are written-off, the Company continues to engage enforcement activities to attempt to
recover the receivable due. Recoveries made, after write-off, are recognized in profitorloss.

Impairmentlosses on financial assets are presented separately on the statement ofincome.
3.3.1.3 Derecognition of financial assets

Financial assets, or aportion 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 substan tially 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 notretained control.

The Company enters into transactions where itretains the contractual rightsto receive cash flows from assets but
assumes a contractual obligation to paythose cash flowsto 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 ofthe considerationreceived and receivable is recognised in statementofincome.

3.3.1.4 Classification and subsequent measurement of financial liabilities
All financial liabilities are recognised at the time when the Company becomes a party to the contractual provisions

of the instrument. Financial liabilities are recognized initially atfair value less any directly attributable transaction
cost. Subsequent to initial recognition, these are measured at amortized costusing the effective profit method.
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3. Significant accounting policies (continued)
3.3 IFRS 9 Financial Instruments (continued)
3.3.1 Changes in accounting policies (continued):
3.3.1.5 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). Where an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially modified, such an
exchangeor modificationis treated as a derecognition ofthe original liability and the recognition of anew liability,
and the differencein respective carrying amounts is recognisedin the statement of income.

3.3.2 Changes to classification and measurement

To determine their classification and measurement category, IFRS 9 requires all financial assets to be assessed
based on a combination of the Company’s business model for managing the assets and the instruments’
contractual cash flow characteristics.

ThelAS 39 measurement categories for financial assets (fair value through profitorloss (FVPL), available for sale
(AFS), held-to-maturity (HTM) and loans and receivables (L&R) at amortised cost) have been replaced by:

- Financial assets atfair value through profitorloss, including equity instruments and derivatives;

- Debt instruments atfair value through other comprehensive income, with gains orlosses recycled to profit
orloss on derecognition;

- Equity instruments at fair value through other comprehen sive income, with no recycling of gains orlosses
to profitorloss on derecognition (not used by the Company); and

- Debt instruments at amortised cost.

IFRS 9 largely retains the requirements in IAS 39 for the classification and measurement of financial liabilities.
However, under IAS 39 all fair value changes offinancial liabilities designated as at FVTPL are recognisedin the
statement ofincome, whereas under IFRS 9 these fair value changes will generally be presented as follows:

- The amount of the changein thefair value that is attributable to changes in the creditrisk of the liability
will be presented in Other Comprehensive Income (OCl);
- Theremaining amountofthe changein thefair value is presented in the statement of income.

The Company has applied IFRS 9 retrospectively and restated comparative information for 2022 for financial
instruments in the scope of IFRS 9. Differences arising fromthe adoption of IFRS 9 were recognised in retained
earnings as of 1 January 2022. Thereis no impactexpected on financial liabilities as a result of transition to IFRS
9.

3.3.3 Changes to the impairment calculation

UnderIFRS 9, the Expected creditloss (“ECL”) allowance is based on the creditlosses expected to arise over the
life of the asset (the lifetime expected creditloss); unless there has been no significantincrease in credit risk since
origination, in which case, the allowanceis based on the 12months’ expected creditloss. Lifetime expected credit
losses represent ECL that would result from all possible defaultevents over the expected life ofthe financial asset
whereas 12 month expected creditlosses are those life expected creditlosses expected to occur within 12 months
of statement offinancial positiondate. Both lifetime ECLs and 12-month ECLs will be calculated on an individual
basis dependingon the nature of the underlying portfolio of financial instruments. ECL is computed based on the
parameters namely Probability of Default (PD), Loss Given Default (LGD) and Exposure at Default (EAD) values.
ECL is discounted to present value. Probability of Default (‘PD’): The probability of default is an estimate of the
likelihood of defaultover agiven time horizon. Loss Given Default (‘LGD’): Loss given defaultinputs are determined
by class of financial instrument based on historical experience of loss and recovery rates for similar financial
instruments and other relevantindustry data. Exposure at Default (‘(EAD’): The exposure at default is an estimate
of the exposure at a future default date.
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3. Significant accounting policies (continued)
3.3 IFRS 9 Financial Instruments (continued)
3.3.3 Changes to the impairment calculation (continued)

Forward looking estimate: While estimating the ECL, the Company will review macro-economic developments
occurringin the economy and marketit operates in. On a periodic basis, the Company will analyze the relationship
between key economic trendswith the estimate of PD. IFRS 9 impairmentapplies to financial instruments thatare
not measured at Fair value through profit or loss (FVTPL). Equity instruments measured at FVOCI are also
excluded fromthe purview ofimpairment.

Financial assets that are subject to impairment consist of investment portfolio (debt instruments)and cash and
cash equivalents.

3.3.4 Transition disclosures

Changes in accounting policies resulting from the adoption of IFRS 9 have been applied retrospectively. The
following assessments have been made on the basis of the facts and circumstances that existed at the date of
initial application:

- the determination ofthe business model within which afinancial assetis held;

- the designation and revocation of previous designated financial assets and liabilities as measured at
FVTPL. This category includes financial assets that were previously designated as held for trading or
thosethat were classified as available for sale; and

- thedesignation of certain investments in equity instruments not held for trading as FVOCI.

A reconciliation between the carrying amounts under IAS 39 and the balances reported under IFRS 9 as of the
date of applicationi.e. January 1, 2023 is, as follows:

31 December 2022 Re- Re-measurement January 1, 2023
Financial assets IAS 39 classification IFRS 9
Category Amount ECL Others Category Amount
Cash and cash Loans & Held a.t
equivalents receivables amortised
5,152 - - cost 5,152
Held at
. Loans & )
Term deposits receivables amortised
139,449 - - cost 139,449
Fair value through
statement of Held for
income trading FVTPL
investments (HFT)
(FVSI) 39,867 - - 39,867
Held to
Alrajhi Sukuks maturity FVTPL
(HTM) 3,000 - - 3,000
. . Held to
gz‘ESLSFra”S' Bank @ aturity FVTPL
(HTM) 2,000 - - 2000
Available-for-sale  Available
investment forsale FVOCI
(Refer Note 6.3) (AFS) 1,923 - - 37,780 39,703
Held at
. Loans & )
Statutory deposit receivables amortised
75,000 - - cost 75,000
Accrued income Held at
Loans & .
on statutory receivables amortised
deposit 3,634 - - cost 3,634
Other assets Loans & Not
receivables 20,235 (499) applicable 19,736
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3. Significant accounting policies (continued)

3.3 IFRS 9 Financial Instruments (continued)

3.3.4 Transition disclosures (continued)

A reconciliation between the carrying amounts under IAS 39 and the balances reported under IFRS 9 as of the
date of transitioni.e. January 1, 2022 is, as follows:

Furthermore, the classification offinancial liabilities has changed from ‘Other financial liabilities atamortised cost
as per IAS 39 to ‘amortised cost’ as per IFRS 9, with no corresponding change in carrying value of such financial

liabilities.

Financial assets

Cash and cash
equivalents

Term deposits

Fair value through
statement of
income
investments
(FvSI)

Alrajhi Sukuks

Saudi Fransi Bank
Sukuks

Available-for-sale
investment
(Refer Note 6.3)

Statutory deposit

Accrued income
on statutory
deposit

Other assets

31 December 2021
IAS 39

Category

Loans &
receivables

Loans &
receivables

Held for
trading
(HFT)

Held to
maturity
(HTM)
Held to
maturity
(HTM)
Available
forsale
(AFS)

Loans &
receivables

Loans &
receivables

Loans &
receivables

Amount

256,110

44,832

3,000

2,000

1,923

75,000

2,495

1,547

Re-

classification

Re-measurement

ECL Others

(440) -

The impactoftransition to IFRS9 on retained earningsis, as follows:

Increase / (reduction) in the Company’s total equity
Impairment of financial assets
Fair valuation of Najm shares (Refer Note 6.3)
Impact of adoption of IFRS 9 before zakat

1 January 2023

1 January 2022

IFRS 9
Category Amount
Held at
amortised
cost 256,064
Held at
amortised
cost -
FVTPL 44,832
FVTPL
3,000
FVTPL
2000
FVOCI
37,032
Held at
amortised
cost 74,986
Held at
amortised
cost 2,495
Not
applicable 1,107

1 January 2022

(499) (440)
37,780 35,109
37,281 34,669

The impacton the net loss and other comprehensiveincome for the six-month period ended 30 June 2022 upon

adoptionofIFRS 9, is not material.
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3. Significant accounting policies (continued)
3.4  Critical accounting judgments, estimates and assumptions

The preparation of condensed interim financial statements requires management to make judgments, estimates
and assumptions that affect the application of accounting policies and the reported amounts of assets and
liabilities, income and expenses, and the accompanying disclosures, and the disclosure of contingent liabilities.
Actual results may differ fromthese estimates. Estimates and underlying assumptions are reviewed on an ongoing
basis. Revisionsto estimates are recognized prospectively.

In preparing these condensed interim financial statements, the significant judgments made by management in
applying the Company’s accounting policies and the key sources of estimation uncertainty including the risk
managementpolicies werethe same as those thatapplied to the annual financial statements as atand forthe year
ended 31 December 2022 except for points (i) to (vi) below, which changed upon adoptionof IFRS 17 and IFRS
9.

Following are the accounting judgments and estimates that are critical in preparation ofthese condensed interim
financial statements:

i. Estimates of future cash flows to fulfil insurance contracts

In estimating future cash flows, the Company incorporates, in an unbiased way, all reasonable and supportable
information thatis available without undue cost or effort at the reporting date. This information includesboth intemal
and external historical data about claims and other experiences, updated to reflect current expectations of future
events. The estimates offuture cash flows reflect the Company's view of current conditions atthe reporting date,
as long as the estimates of any relevant market variables are consistentwith observable market prices.

The estimates of these future cash flows are based on probability-weighted expected future cash flows. The
Company estimates which cash flows are expected and the probability that they will occur as at the measurement
date. In making these expectations, the Company uses information about past events, current conditions and
forecasts of future conditions. The Company'’s estimate of future cash flows is the mean of a range of scenarios
that reflect the full range of possible outcomes. Each scenario specifies the amount, timing and probability of cash
flows. The probability-weighted average of the future cash flows is calculated using a deterministic scenario
representing the probability-weighted mean ofa range of scenarios.

When estimating future cash flows, the Company takes into account current expectations of future events that
might affect those cash flows. However, expectations of future changes in legislation that would change or
dischargeapresentobligation or create new obligations under existing contracts are nottaken into account unti
the change in legislation is substantively enacted. The Company derives cost inflation assumptions from the
difference between the yields on nominal and inflation-linked governmentbonds. Cash flows within the boundary
of a contractrelate directly to the fulfilment of the contract, including those for which the Company has discretion
over the amount or timing. Theseinclude payments to (or on behalf of) policyholders, insurance acquisition cash
flows and other costs thatare incurred in fulfilling contracts.

Where estimates of expenses-related cash flows are determined atthe portfoliolevel or higher, they are allocated
to groups of contractson a systematic basis. The Company has determined thatthis method resultsin a sy stematic
and rational allocation. Similar methods are consistently applied to allocate expenses of a similar nature. Expenses
of an administrative policy maintenance nature are allocated to groups of contracts based on the number of
contracts in force within groups. The Company performs regular expense studies to determine the extentto which
fixed and variable overheads are directly attributable to fulfill the insurance contracts.

Insurance acquisition cash flows arise fromthe activities of selling, underwriting and starting agroup of contracts
that are directly attributable to the portfolio of contracts to which the group belongs. Other costs that are incurred
in fulfilling the contracts include claims handling, maintenance and administration costs, and recurring
commissions payable on instalment premiums receivable within the contract boundary. Insurance acquisition cash
flows and other costs that are incurred in fulfilling contracts comprise both direct costs and an allocation of fixed
and variable overheads. Cash flows are attributed to acquisition activities, other fulfilment activities and other
activities at local entity level using activity-based costing techniques. Cash flows attributable to acquisition and
other fulfilment activities are allocated to groups of contracts using methods that are systematic and rational and
are consistently applied to all costs thathave similar characteristics. Other costs are recognised in profitorlossas
they are incurred.
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3. Significant accounting policies (continued)
34 Critical accounting judgments, estimates and assumptions (continued)
iii. Discounting methodology

Discountrates are primarily used to adjustthe estimates of future cash flows to reflect the time value of money
and other financial risks to accrete intereston the liability for incurred claims.The bottom-up approach was used
to derivethediscountrate. Under this approach, the USD based risk free discount rates by European Insurance
and Occupational Pensions Authority (EIOPA) were used as a starting pointfor preparingtheyield curve. The
Company then further added a KSA country risk premium from the source to make the yield curve appropriate
forapplication. The Company has used the USD volatility adjustmentreported for Solvency Il as a proxy for
illiquidity premium. The Company is currently discounting liability forincurred claims for all groups ofinsurance
contracts.

iiii. Risk adjustment for non-financial risks

The Company shall adjust the estimate of the present value of the future cashflows to reflect the compensation
that the entity requires for bearing the uncertainty about the amount and timing of the cashflows that arises from
non-financial risk. So, the purpose of the risk adjustment for non-financial riskis to measure the effect of uncertainty
in the cashflows that arise from insurance contracts, other than uncertainty arising from financial risk. The risks
covered by the risk adjustmentfor non-financial risk are insurance risk and other non-financialrisks such as lapse
risk and expense risk. The Company does not consider the effect of reinsurance in the risk adjustment for non-
financial riskof the underlying insurance contracts. The Company ad opted the PAA simplification forthe calculation
of liability for remaining coverage. Therefore, risk adjustment for liability for remaining coverage will only be
estimated in case a group of contracts is recognized as onerous.

Applying aconfidence level technique, the Company estimates the probability distribution of the expected present
value of the future cash flows frominsurance contracts ateach reporting date and calculates the risk adjustment
fornon-financial risk as the excess of the value at risk at the 70" percentile (the target confidence level) over the
expected present value of the future cash flows.

iv. Onerosity determination

Under the PAA, the Company shall assume no contracts in the portfolio are onerous at initial recognition unless
“facts and circumstances” indicate otherwise. The Company performs the assessmentofonerous contracts on an
annual and underwriting year basis, in conjunction with updated information on product profitability. Furthermore,
the assessmentshall be repeated if “facts and circumstances”indicate thatthere are significant changes in product
pricing, productdesign, plans and forecasts. This level of granularity determines sets of contracts. The Company
uses significantjudgementto determine at what level of granularity the Company has reasonable and supportable
information that is sufficient to conclude that all contracts within a set are sufficiently homogeneous and will be
allocated to the same group without performing an individual contract assessment. The Company has established
a process forthe underwritingteamto capture onerous, potentially onerous and profitable contracts by assessing
the profitability of the different portfolios at the start ofthe underwriting year. The profitability of each portfolio shall
be assessed separately. Refer Note 3.2.1 for further details in this regard.

\'A Impairment of premiums receivable accounted for under IFRS 17

The Company has developed impairment methodology for premiums receivable balances based on provision
matrix approach. The premiums receivable balances have been reclassified to insurance contract liabilities in line
with the requirements of IFRS 17. To measure the impairment, premiums receivable have been grouped based
on shared creditriskcharacteristics for respective policyholder base portfolio and the days pastdue. The historical
loss rates are adjusted to reflect currentand forward - looking information on macroeconomic factors affecting the
ability of the customers to settle the receivables. The Company has identified the Gross domestic product and the
inflation rate of the countries inwhich it sells its goods and services to be the mostrelevantfactors, and accordingly
adjusts the historical loss rates based on expected changes in these factors. Management considers trade
receivables as being in default when they are past due for over 365 days and are accordingly completely provided
for.

vi. Fair value of financial instruments
The fair value of financial instruments that are not traded in an active market is determined using valuation

techniques. The Company uses its judgement to select a variety of methods and to make assumptions that are
mainly based on market conditionsexisting atthe end ofeach reporting period. Also see Note 15.
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4 Cash and cash equivalents
30 June 2023 31 December

SR 000 2022

SR 000
(Unaudited) (Unaudited)

Insurance operations

Cashin hand 11 9
Cash in banks 16,155 5,143
Expected creditloss (3) --
16,163 5,152

Thebank balances and deposits are with banks, registered in Saudi Arabia and are denominated in Saudi Riyals.

The gross carrying amountoffinancial assets measured at amortised cost represents the Company’s maximum
exposure to credit risk on these financial assets which are categorised under investment grade and Stage 1.
Investmentgradeincludes those financial assets having credit exposure equivalentto Standard and Poor's rating
of AAA to BBB, whereas non-investment grade represents un-rated exposures. The Company’s exposures to
creditrisk are notcollateralized.

5 Murabaha Deposit

Murabaha deposits comprises the following:

Note 30 June 31 December
2023 2022
SR 000 SR 000
(Unaudited) (Unaudited)
. 51 &
Murabaha deposits 59 119,449 139,449
Expected creditloss (22) --
119,427 134,449

5.1 Murabaha deposits earn commission at an average rate of 5.4% per annum as at 31 December 2022 (31
December 2022: 2.49% per annum).

5.2 Murabaha deposits represent deposits with local banks that have an original maturity of more than three
months from the date of acquisition.

5.3 The gross carrying amount of financial assets measured at amortised cost represents the Company’s
maximum exposure to creditrisk onthese financial assets which are categorised under investment grade and
Stage 1. Investmentgradeincludes those financial assets having credit exposure equivalentto Standard and
Poor's rating of AAA to BBB, whereas non-investmentgrade representsun-rated exposures. The Company’s
exposures to creditrisk are not collateralized.

6 Investments
30 June 31 December
2023 2022
SR 000 SR 000
Note (Unaudited) (Unaudited)
Measured at fair value through profitorloss 49,669 44,867
Measured at fair value through other comprehensiveincome 39,703 39,703
89,372 84,570
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6 Investments (continued)

6.1 Investments held at fair value through profit or loss (continued)
Movement in investments classified as Investments held at fair value through profit or loss is as follows:

30 June 31 December

2023 2022

SR 000 SR 000

(Unaudited) (Unaudited)

Balance at beginningofthe period /year 84,570 44,832
Reclassification -- 5,000
Unrealised gain during the period / year 4,802 34,738
Balance at end of the period /year 89,372 84,570

a) The investments held at fair value through income statement of shareholders’ operations comprise of portfolio
amounting to SR 41.89 million (2022: SR 39.86 million) whichis invested in mutual funds and equity shares and
SR 5 million (2022: SR 5 million) which is invested in Sukuks in the Kingdom of Saudi Arabia. The investments
are denominated in Saudi Arabian Riyals and US Dollars. All investments held at fair value through income
statement are quoted. The portfolio is invested in securities, mutual funds and Sukuks issued by corporates and
financial institutions in the Kingdom of Saudi Arabia.

b) Investmentin Tier-1 sukuks:
30 June 31 December

2023 2022

SR 000 SR 000

(Unaudited) (Unaudited)

Saudi Fransi Bank Sukuks 2,000 2,000
Bank Al Rajhi 3,000 3,000
5,000 5,000

This represents the Company’s investment in Saudi Fransi and Bank AlRajhi Tier 1 Sukuks. These represent 2
Sukuks at a face value of SAR 5 million with acouponrate 0f4.50% and 5.5% perannum. These Sukuks havea
maturity duration of 5 years commencing from November 3, 2020. The Company has earned commissionincome
of SAR 0.161 million during the period (30 June 2022: SAR 0.045 million). These sukuks have failed SPPI
assessmentand are therefore classified as FVTPL.

6.2 Investments held at FVOCI

This represents the Company’s 3.45% (31 December 2022: 3.45%) holdingin Najm for Insurance Services
Company, a Saudi Closed JointStock Company. These shares are un-quoted and are carried at fair value. The
Company has determined the fair value of its investment in Najm, which was previously carried at initial cost of
Saudi Riyals 1.9 million until 31 December 2022, to be SAR 37.02 million at as 31 December 2021 and SAR 39.70
million as at 31 December 2022. Accordingly, the required adjustments to bring the carrying value of such
investment to its fair value, in accordance with the requirements of IFRS 9, have been recorded in the opening
equity as of 1 January 2022, 31 December 2022. Also see Note 3.3.3.

7 Prepaid expenses and other assets

30 June 31 December

Note 2023 2022

SR 000 SR 000

(Unaudited) (Unaudited)

Prepayment 32,985 32,103
Otherassets (note 7.1 & 7.2) 28,396 31,140
Expected creditloss (233) (499)
Total of prepayments and other assets 61,148 62,744

71 Other prepaymentinclude payment made by the Company in relation to VAT assessment raised by Zakat,
Tax and consultant Authority ("ZATCA") for 2018 and 2019 financial years amounting to SR 7.3 million. The
payments were made to ZATCA to avoid penalties. However, the Companyhas submitted objectionsto the ZATCA
assessment. The Company's managementbelieves that there is strong basis that the assessmentraised by the
ZATCA will be reversed and the full amount will be returned in due course.
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7 Prepaid expenses and other assets (Continued)

7.2 Prepayments include paymentmade by the Company in relation to VAT assessment raised by Zakat, Tax
and consultant Authority ("ZATCA") for 2018, 2019 and 2020 financial years amounting to SR 2.5 million. On 6
January 2023, the Company filed an objection to ZATCA with regards to the aforementioned final assessment.
On 4 May 2023 ZATCA issued his decision and accepted the amountof SR 2.46 million the remaining amount
was rejected.

8 Statutory Deposit

As required by SAMA Insurance Regulations, the Company deposited an amountequivalentto 10% ofits paid up
share capital, amounting to SR 20 million, in a bank designated by SAMA. During 2021, the company has
increased its share capital, by SR 300 million and the legal formalities have been finalized, however the company
deposited an additional amount of statutory depositequivalentto 15% of its new paid -up share capital amounting
to SR 45 million. The Statutory balance as at 30 June 2022 amounting to SR 75 million (31 December 2021: SR
75 million). Accrued income on this depositis payable to SAMA and this deposit cannot be withdrawn without
approval from SAMA.

9 Insurance and reinsurance contracts
9.1 Composition of statement of financial position

An analysis of theamounts presented on the balance sheet forinsurance contracts and reinsurance contracts
has been included in the table below along with the presentation of currentand non-current portion of balances:

Motor- Motor- Accident &
Medical TPL Comp Property Engineering Marine liability = Total
As at 30 June 2023
(Unaudited)
Insurance Contracts
Insurance contract
assets - - - - - - - -

Insurance contract
liabilities 42,841 12,264 51,247 23,964 4,008 5,839 17,938 158,101

42,841 12,264 51,247 23,964 4,008 5,839 17,938 158,101

Reinsurance
contracts
Reinsurance contract
assets 1,201 4179 6,000 20,748 3,479 4,040 7,909 47,556
Reinsurance contract
liabilities -- - - - - - - -
1,201 4,179 6,000 20,748 3,479 4,040 7,909 47,556

As at 31 December
2022 (Unaudited)
Insurance Contracts
Insurance contract
assets -- - - - - - - -
Insurance contract
liabilities 34,481 12,086 71,906 10,524 3,332 4,941 12,776 150,046

34,481 12,086 71,906 10,524 3,332 4,941 12,776 150,046

Reinsurance

contracts
Reinsurance contract

assets 5,298 1,359 13,351 17,808 3,556 6,826 8,595 56,793
Reinsurance contract

liabilities - - - - - - - -

5,298 1,359 13,351 17,808 3,556 6,826 8,595 56,793
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9 Insurance and reinsurance contracts (continued)
9.2 Analysis by remaining coverage and incurred claims
9.2.1 Insurance contracts:

Insurance contracts

Insurance contractliabilities - opening
Insurance contractassets — opening
Opening balance = net (Unaudited)

Insurance revenue

Insurance service expenses

Incurred claims and other directly
attributable expenses

Onerous contracts recognized

Changes thatrelate to pastservice -
adjustments to the LIC

Reversal oflosses on onerous contracts

Insurance acquisition cashflows
amortisation

Insurance service expenses

Finance expensefrominsurance
contracts

Total changes in the statement of
income

Cashflows

Premiums received

Othercharges

Claims and other directly attributable
expenses paid

Insurance acquisition cashflows paid

Total cash inflows / (outflows)

Insurance contracts

Insurance contractliabilities —closing
Insurance contract assets — closing
Closing balance — net (Unaudited)

As at 30 June 2023 (Unaudited) (SR 000)

Liability for remaining Liability for incurred

coverage claims Total
Risk
Estimates adjustment
Excluding of present for non-
loss Loss value of financial
component component FCF risk
32,874 22,408 90,587 4177 150,046
32,874 22,408 90,587 4177 150,046
(165,279) -- -- -- (165,279)
-- -- 117,420 1,134 118,554
-- -- 21,864 (1,242) 20,622
-- (12,529) -- -- (12,529)
23,043 -- -- -- 23,043
23,043 (12,529) 139,284 (108) 149,690
-- -- 6,896 -- 6,896
(142,236) (12,529) 146,180 (108) (8,693)
170,019 -- -- -- 170,019
-- -- (129,621) -- (129,621)
(23,650) -- -- -- (23,650)
146,369 -- (129,621) -- 16,748
37,007 9,879 107,146 4,069 158,101
37,007 9,879 107,146 4,069 158,101
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9 Insurance and reinsurance contracts (continued)
9.2 Analysis by remaining coverage and incurred claims (continued)
9.2.1 Insurance contracts (continued):

Insurance contracts

Insurance contractliabilities —opening
Insurance contract assets — opening
Opening balance—net (Unaudited)

Insurancerevenue

Insurance service expenses

Incurred claims and other directly
attributable expenses

Onerous contracts recognized

Changes thatrelate to pastservice -
adjustments to the LIC

Reversal oflosses on onerous contracts

Insurance acquisition cashflows
amortisation

Insurance service expenses

Finance expensefrominsurance
contracts
Total changes in the statement ofincome

Cashflows

Premiums received

Othercharges

Claims and other directly attributable
expenses paid

Insurance acquisition cashflows paid

Total cash inflows / (outflows)

Insurance contracts

Insurance contract liabilities —closing
Insurance contract assets — closing
Closing balance —net (Unaudited)

As at 31 December 2022 (Unaudited) (SR 000)

Liability for remaining

coverage Liability forincurred claims Total
Estimates of Risk
Excluding present adjustment
loss Loss value of fornon-
component component FCF financial risk

37,769 24,000 95,546 1,924 159,239
37,769 24,000 95,546 1,924 159,239
(319,472) -- -- -- (319,472)
-- -- 309,064 3,805 312,869

-- -- (4,906) (1,552) (6,458)

-- (1,592) -- -- (1,592)
49,634 -- -- -- 49,634
49,634 (1,592) 304,158 2,253 354,453

-- -- 1,291 -- 1,291
(269,838) (1,592) 305,449 2,253 36,272
312,009 -- -- -- 312,009

-- -- (310,408) -- (310,408)
(47,066) -- -- -- (47,066)
264,943 -- (310,408) -- (45,465)
32,874 22,408 90,587 4177 150,046
32,874 22,408 90,587 4177 150,046
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9 Insurance and reinsurance contracts (continued)

9.2 Analysis by remaining coverage and incurred claims (continued)

9.2.2 Reinsurance contracts held:

Reinsurance contracts
Reinsurance contractassets —opening

Reinsurance contractliabilities —opening
Opening balance = net (Unaudited)

Reinsurance premium earned

Reinsurance service expenses

Claims recovered and other directly
attributable expenses

Changes thatrelate to pastservice -
adjustments to the LIC

Effect of changes in therisk of reinsurers
non-performance

Reinsurance acquisition cashflows
amortisation

Reinsurance service expenses - net

Financeincome fromreinsurance
contracts

Total changes in the statement of
income

Cashflows

Premiums ceded and acquisition
cashflows paid

Recoveries fromreinsurance

Total cash (outflows)/ inflows

Reinsurance contracts

Reinsurance contractassets —closing
Reinsurance contractliabilities - closing
Closing balance — net (Unaudited)

As at 30 June 2023 (Unaudited) (SR 000)

Asset for remaining

Asset for incurred claims

coverage Total
Risk
Estimates  adjustment
Excluding of present for non-
recovery Recovery value of financial
component component FCF risk
(19,560) (2,858) (33,023) (1,352) (56,793)
(19,560) (2,858) (33,023) (1,352) (56,793)
32,870 -- -- -- 32,870
-- -- (15,663) (308) (15,971)
-- -- (1,670) 163 (1,507)
-- 1,609 -- -- 1,609
-- 1,609 (17,333) (145) (15,869)
-- -- (3,024) -- (3,024)
32,870 1,609 (20,357) (145) 13,977
(31,749) -- -- -- (31,749)
-- -- 27,009 -- 27,009
(31,749) -- 27,009 -- (4,740)
(18,439) (1,249) (26,371) (1,497) (47,556)
(18,439) (1,249) (26,371) (1,497) (47,556)
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9 Insurance and reinsurance contracts (continued)

9.2 Analysis by remaining coverage and incurred claims (continued)

9.2.2 Reinsurance contracts held (continued):

As at 31 December 2022 (Unaudited) SR 000

Asset for remaining Asset for incurred
coverage Claims Total
Estimates of Risk
Excluding present adjustment
loss Loss value of fornon-
component component FCF financial risk
Reinsurance contracts
Reinsurance contract assets -opening (20,235) (3.072) (56.113) (924) (80,344)
Reinsurance contractliabilities - opening - - - - --
Opening balance—net (Unaudited) (20,235) (3,072) (56,113) (924) (80,344)
Reinsurance premium earned 68,873 - - - 68,873
Reinsurance service expenses
Claims recovered and other directly
attributable expenses - - (48,430) (182) (48,612)
Changes thatrelate to pastservice - .
adjustments to the LIC 214 28,761 (246) 28,729
Effect of changesin therisk ofreinsurers _ _ _ _ _
non-performance
Reinsurance acquisition cashflows _ _ _ _ _
amortisation
Reinsurance service expenses - net - 214 (19,669) (428) (19,883)
Financeincomefromreinsurance _ _ (1,018) ) (1,018)
contracts
T:)otglschanges in the statement of profitor 68,873 214 (20,687) (428) 47.972
Cashflows
Premiums ceded and acquisition
cashflows paid (68,198) - - - (68,198)
Recoveries from reinsurance -- -- 43,777 -- 43,777
Total cash (outflows) /inflows (68,198) - 43,777 - (24,421)
Reinsurance contracts
Reinsurance contractassets —closing (19,560) (2,858) (33,023) (1,352) (56,793)
Reinsurance contractliabilities - closing - - - - --
Closing balance —net (Unaudited) (19,560) (2,858) (33,023) (1,352) (56,793)

10 Fair values of financial instruments

Fairvalue is the price thatwould be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants atthe measurement date. The fair value measurement is based on the presumption

that the transaction takes place either:

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

- inthe absenceof a principal market, in the most advantages accessible marketfor the asset or liability

Thefair values of on-balance sheetfinancial instruments are not significantly differentfromtheir carrying amounts

included in these financial statements.
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10 Fair values of financial instruments (continued)
Determination of fair value and fair value hierarchy

The Company uses the following hierarchy for determining and disclosing the fair value of financial instruments:

Level 1: quoted prices in active markets for the same or identical instrument that an entity can access at the
measurement date;

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

Level 3: valuation techniques for which any significantinputis notbased on observable market data. The Company
ascertains the Level 3 fair values based on a valuation technique whichis primarily derived by net assets value of
the respectiveinvestee at the year end. There are no transfers between Level 1, Level 2 and Level 3 during the
year.

The following table shows the carrying value and fair value of financial assets measured at fair value at 30 June
2023 and 2022:

Fair value
Fair value Fair value
through through other
profit or comprehensi
loss ve income
30 June 2023 (Unaudited) (FVTPL) (FVOCI) Level 1 Level 2 Level 3
Financial assets measured at fair value
Equity 15,423 39,703 15,423 -- 39,703
Mutual funds 29,246 - -- 29,246 -
Sukuks 5,000 - - - 5,000
49,669 39,703 15,423 29,246 44,703
Fair value
Fair value
through
Fair value other
through profit comprehens
orloss ive income
31 December 2022 (Unaudited) (FVTPL) (FVOCI) Level 1 Level 2 Level 3
Financial assets measured at fair value
Equity 14,569 39,703 14,569 -- 39,703
Mutual funds 25,298 -- -- 25,298 --
Sukuks 5,000 -- -- 5,000 --
44 867 39,703 14,569 30,298 39,703

The fair value ofinvestments in mutual funds and sukuks at level 2 is based on the net asset values and value of
similar quoted sukuks communicated by the fund manager. The fair value of investments in equity securities at
level 1 is based on quoted prices that are available on Tadawul.

There were no transfers between levels during the three-months period ended 30 June 2023 and the year ended
31 December 2022. Further, there were no changes in the valuation techniques during the period from previous
periods.
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10 Fair values of financial instruments (continued)
10.1 Credit risk

Creditrisk is therisk thatone party to a financial instrumentwill 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 condensed statement offinancial position.

10.1.1 Concentration of credit risk

Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of
counterparties whose aggregate creditexposureis significantin relation to the Company'’s total creditexposure.
All of the Company’s underwriting activities are carried out in Saudi Arabia. The Company’s portfolio offinancial
instruments is broadly diversified, and transactions are entered into with diverse credit-worthy counterpartes
thereby mitigating any significant concentrations of creditrisk.

10.2 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet o bligations and
commitments associated with financial liabilities. The Company has a proper cash management system, where
daily cash collectionsand payments are strictly monitored and reconciled on regular basis. The Company manages
liquidity risk by maintaining maturities of financial assets and financial liabilities and investing in liquid financial
assets. The risks under insurance contracts and the risk management policies are consistent with those as
disclosed in the annual financial statements for the year ended 31 December 2022.
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12 Zakat
12.1 Zakat Provision

Movements in the Zakat provisionduring the period ended 30 June 2023 and year ended 31 December 2022 are
as follows:

30 June 31 December
2023 2022
(Unaudited) (Unaudited)

Balance as at beginningofthe period /year 4,236 2,287
Provided duringthe period/year 1,800 4,018
Paid during the period/year (4,050) (2,069)
Balance as at end of the period / year 1,986 4236

12.3 Status of assessments

The Company filed its Zakat returns for years 31 December 2016 ,2017 ,2018, 2019, 2020 and 2021 obtained the
related Zakat certificates.

The Company has finalized its Zakat and withholding status for the period/years from 31 December 2010 to 2015,
after reaching afinal settlement for Zakat and withholding tax of SR 2,846,754, at the Dispute Resolution
Committee.

ZATCA issued the Zakat and WHT assessment for the years ended 31 December 2016 to 2018 and claimed
additional Zakat and withholding liabilities, and delay fine of SR 19,934,125. The Company settled Zakatand WHT
and its related delay fine for a total of SR 1,994,738 and objected againstthe remaining differences. The ZATCA
rejected the Company’s objection. The Company escalated the said objection to the Committee for Resolution of
Tax Violations and Disputes “CRTVD’, to assign a hearing session . Accordingly, the hearing session was held on
August 29, 2022. However, the committee rejected the objection in full. The company is under the appealing
process

ZATCA issued the Zakat assessment for the years ended 31 December 2019 and 2020 and claimed additional
Zakat liability of SR 1,386,080 The Company objected against the full assessment. ZATCA issued the revised
assessment claiming the same Zakat differences. The Company escalated the said objection to the Committee
for Resolution of Tax Violations and Disputes “CRTVD”. Accordingly, the hearing session was held on October 3,
2022. the committee based on the appeal has accepted only the Deferred policy acquisition costand the revised
zakat liability is SR 923,112. This decision does not apply to the year 2020. The Company escalated the said
objection for the year 2019 and 2020 to the Appellate Committee for Tax Violations and Disputes Resolution
("“ACTVDR").

13 Share capital and earnings per share

The share capital of the Company is SR 500 million divided into 50 million shares of SR 10 each (31 December
2022: 50 million shares of SR 10 each). The shareholding structure ofthe Company is as below.

30 June 2023 (Unaudited) 31 December 2022 (Unaudited)
Percentage of Amount Percentage of Amount
holding SR ‘000 holding SR ‘000
Founding 12% 60,000 15% 75,000
shareholders
General public 88% 440,000 85% 425,000
100% 500,000 100% 500,000
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14  Insurance revenue and expenses

An analysis of insurance revenue, insurance expenses and net expenses from reinsurance contracts held by
productline for 2023 isincluded in following tables. Additional information on amounts recognized in statement
of incomeisincludedin theinsurance contractbalances reconciliation .

for the six months Motor- Motor- Accident
period ended Medical Comp TPL Property Engineering Marine & liability

Total

30 June 2023
(Unaudited)
Insurance revenue
from contracts
measured under PAA 21,550 104,533 12,788 11,305 2,539 7,314 5,250

165,279

Insurance revenue =
total 21,550 104,533 12,788 11,305 2,539 7,314 5,250

165,279

Incurred claims and

other directly

attributable expenses (29,306) (58,686) (15,357) (11,058) (873) (1,300) (1,974)
Changes that relate to

past service -

adjustments to the LIC 14,212 (48,938) 1,175 4,221 (250) (526) 9,484
Losses on onerous

contracts and reversal

of thelosses 2,540 9,937 52 - - - -
Insurance acquisition

cash flows

amortisation (1,352) (16,168) (2,251)  (1,594) (326) (658) (694)

(118,554)

(20,622)

12,529

(23,043)

Insurance service
expenses — total (13,906) (113,855) (16,381) (8,431) (1,449) (2,484) 6,816

(149,690)

Reinsurance income

(expenses) -

contracts measured

under the PAA (1,827) (11,759) (1,494) (8,523) (2,067) (5,110) (2,092)
Claims recovered 3,041 5,406 (1,050) 2,481 212 2,210 3,671
Reinsurance

acquisition cash flows

amortisation -- -- -- -- -- -- --
Reinsurance premium

ceded -- -- -- -- -- -- --
Movement in Loss

Recovery Component

adjustment to

reinsurance (241) (1,366) - - - - -
Changes that relate to

past service -

adjustments to

incurred claims (3,824) 4,306 5,206 1,311 116 (2,073) (3,535)

(32,872)
15,971

(1,607)

1,507

Net income /
(expenses) from
reinsurance
contracts held - total (2,851) (3,413) 2,662 (4,731) (1,739) (4,973) (1,956)

(17,001)

Insurance service
result — total 4,793 (12,160) (1,506) (1,857) (649) (143) 10,110

(1,412)
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14  Insurance revenue and expenses (continued)

forthe sixmonths
period ended 30
June 2022

(Unaudited)

Insurancerevenue
from contracts
measured under
PAA

Insurancerevenue —
total

Incurred claims and
otherdirectly
attributable
expenses

Changes thatrelate to
pastservice -
adjustments to the
LIC

(Losses)on onerous
contracts and
reversal of the
losses

Insurance acquisition
cash flows
amortisation

Insurance service
expenses — total

Reinsuranceincome
(expenses) -
contracts measured
underthe PAA

Claims recovered

Reinsurance
acquisitioncash
flows amortisation

Reinsurance premium
ceded

Movementin Loss
Recovery
Component
adjustmentto
reinsurance

Changes thatrelate to
pastservice -
adjustments to
incurred claims

Net income/
(expenses) from
reinsurance
contracts held —total

Insurance service
result — total

Motor- Motor- Accident Total

Medical Comp TPL Property Engineering Marine & liability ota
24,493 71,534 26,436 14,389 (188) 6,851 5,060 148,575
24,493 71,534 26,436 14,389 (188) 6,851 5,060 148,575
(28,100) (77,083) (16,239) (3,425) (1,226) (2,978) 2,322 (126,729)
1,228 (20,021) 8,610 (176) 1,099 4,364  (2,039) (6,935)
327 7,291 6,817 -- -- - -- 14,435
(1,362) (15,686) (1,661) (2,070) (117) (853) (778) (22,527)
(27,907) (105,499) (2,473) (5,671) (244) 533 (495) (141,756)
- 13,891 5,677 2,610 1,677 10,009 4,033 37,897
(1,290) (7,749) (3,060) (9,287) 707  (2,887) (1,369)  (24,935)
(409) (1,045) (1,237) -- - -- - (2,691)
1,783 (5,361) (5,254)  (1,928) (2,121) (11,855) (4,662)  (29,398)
84 (264) (3,874) (8,605) 263  (4,733) (1,998)  (19,127)
(3,330) (34,229) 20,089 113 (169) 2,651 2,567 (12,308)
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14 Insurance revenue and expenses (continued)

for the three months
period ended
30 June 2023
(Unaudited)
Insurance revenue
from contracts
measured under PAA
Insurance revenue —
total

Incurred claims and
other directly
attributable expenses

Changes that relate to
past service -
adjustments to the LIC

Losses on onerous
contracts and reversal
of thelosses

Insurance acquisition

cash flows
amortisation
Insurance service

expenses - total

Reinsurance income
(expenses) -
contracts measured
under the PAA

Claims recovered

Reinsurance
acquisition cash flows
amortisation

Reinsurance premium
ceded

Movement in Loss
Recovery Component
adjustment to
reinsurance

Changes that relate to
past service -
adjustments to
incurred claims

Net income /
(expenses) from
reinsurance
contracts held - total

Insurance service
result — total

Motor- Motor- Accident

Medical Comp TPL Property Engineering Marine & liability Total
9,865 99,064 (43,593) 5,518 (120) 3,529 2,345 76,608
9,865 99,064 (43,593) 5,518 (120) 3,529 2,345 76,608
(21,361) (27,062) 18,017 (4,053) (2,496) (1,073) (1,525) (39,553)
16,301 (78,659) 21,338 3,115 865 (328) 7,589 (29,779)
1,267 7,370 (7,553) - - - - 1,084
(704) (15,057) 6,593 (752) (42) (487) (299) (10,748)
(4,497) (113,408) 38,395  (1,690) (1,673) (1,888) 5,765 (78,996)
(913) (11,052) 4,587 (4,176) 590 (2,898) (951) (14,813)
1,433 5,989 (2,626) (242) (2,710) 1,840 1,126 4,810
(63) (1,035) 988 - - - - (110)
(2,173) 2,963 2,083 687 4,056 (1,752) (1,124) 4,740
(1,716) (3,135) 5,032 (3,731) 1,936  (2,810) (949) (5,373)
3,652 (17,479) (166) 97 143  (1,169) 7,161 (7,761)
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14 Insurance revenue and expenses (continued)

forthe three months
period ended
30 June 2022
(Unaudited)
Insurance revenue
from contracts
measured under PAA
Insurance revenue =
total

Incurred claims and
other directly
attributable expenses

Changes that relate to
past service -
adjustments to the LIC

Losses on onerous
contracts and reversal
of thelosses

Insurance acquisition

cash flows
amortisation
Insurance service

expenses - total

Reinsurance income
(expenses) -
contracts measured
under the PAA

Claims recovered

Reinsurance
acquisition cash flows
amortisation

Reinsurance premium
ceded

Movement in Loss
Recovery Component
adjustment to
reinsurance

Changes that relate to
past service -
adjustments to
incurred claims

Net income /
(expenses) from
reinsurance
contracts held - total

Insurance service
result — total

Motor- Motor- Accident &

Medical Comp TPL Property Engineering Marine liability Total
11,770 45,326 10,237 7,392 (1,257) 4,057 2,358 79,882
11,770 45,326 10,237 7,392 (1,257) 4,057 2,358 79,882

(15,486) (37,584) (14,063) (1,366) (300) (3,442) 1,748 (70,493)
5,315 (17,871) 10,262 59 1,224 5,185 2,282 6,456
(1,966) 9,779 (181) - 7,632
(685) (8,977) (1,036) (1,037) 72 (474) (362) (12,499)
(12,822) (54,653) (5,018) (2,344) 996 1,269 3,668 (68,904)
607 (4,113) (942) (3,982) 1,509 (1,132) (259) (8,312)

- 576 645 1,278 1,718 6,897 (489) 10,625

(163) (1,712) 23 -- - - -- (1,852)
1,443 5,522 (759) (1,194) (2,758)  (8,195) (1,127) (7,068)
1,887 273 (1,033) (3,898) 469  (2,430) (1,875) (6,607)
835 (9,054) 4,186 1,150 208 2,896 4,151 4,371
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15 Insurance finance expense - net

An analysis ofthe net insurance finance expenses by productlineis presented below:

For the six-month
period ended 30 June
2023 (Unaudited)

Finance income /
(expense) from
insurance contracts
issued

Interest accreted

Effects of changes in
interest rates and other
financial assumptions

Foreign exchange
differences

Finance expense from
insurance contracts
issued

Finance income from
reinsurance contracts
held

Interest accreted

Effects of changes in
interest rates and other
financial assumptions

Foreign exchange
differences

Finance income from
reinsurance contracts
held

Insurance finance
expense - net

Motor-  Motor- Accident
Medical Comp TPL __ Property Engineering Marine & liability Total
(2,290) 859 (1,621) (2,047) (167) (435) (1,195) (6,896)
(2,290) 859 (1,621) (2,047) (167) (435) (1,195) (6,896)
220 15 204 1,635 113 325 512 3,024
220 15 204 1,635 113 325 512 3,024
(2,070) 874 (1.417) (412) (54) (110) (683) (3.872)
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15 Insurance finance expense = net (continued)

For the six months period
ended 30 June 2022

Finance income / (expense)

frominsurance contracts issued
Interest accreted

Effects of changes in interest
rates and other financial
assumptions

Finance income / (expense)
from insurance contracts
issued

Finance income / (expense)
from reinsurance contracts
held

Interest accreted

Effects of changes in interest
rates and other financia
assumptions

Financeincome/ (expense)
from reinsurance contracts
held

Insurancefinance expense -
net

(SR 000)

For the three months period
ended 30 June 2023
Finance income / (expense)

from insurance contracts
issued

Interest accreted

Effects of changes in interest
rates and other financial
assumptions

Finance income / (expense)
from insurance contracts
issued

Finance income / (expense)
from reinsurance contracts
held

Interest accreted

Effects of changes in interest
rates and other financial
assumptions

Finance income/ (expense)
from reinsurance contracts
held

Insurance finance expense -
net

Motor- Motor- Accident &

Medical Comp TPL _Property Engineering Marine liability Total
(143) (360) (11) (10) (18) (47) (74) (663)
(143) (360) (11) (10) (18) (47) (74) (663)

28 39 2 (9) 20 100 122 302

28 39 2 (9) 20 100 122 302

49 (19) 2 (115) (321) (9) 53 (361)
Motor-  Motor- Accident &

Medical Comp TPL __ Property Engineering Marine liability Total
(2,378) 752 (1,608) (2,392) (188)  (591) (1,394) (7,799)
(2,378) 752  (1,608) (2,392) (188)  (591) (1,394) (7,799)

955 822 230 1,930 137 465 759 5,298
955 822 230 1,930 137 465 759 5,298
(1,423) 1,574 (1,378) (462) (51) (126) (635) (2,501)
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15 Insurance finance expense = net (continued)

Motor-  Motor- Accident &

(SR 000) Medical Comp TPL Property Engineering Marine liability Total

For the three months period
ended 30 June 2022

Finance income / (expense)

frominsurance contracts issued

Interest accreted (120) (23) (25) (11) (20) (132) (267) (598)
Effects of changes in interest

rates and other financia

assumptions -- -- -- -- -- -- -- --
Finance income / (expense)

from insurance contracts

issued (120) (23) (25) 11 (20) (132) (267) (598)
Finance income / (expense)

from reinsurance contracts

held

Interest accreted 24 89 41 (12) 23 152 146 463
Effects of changes in interest

rates and other financial

assumptions -- -- -- -- -- -- -- --
Financeincome/ (expense)

from reinsurance contracts

held 24 89 41 (12) 23 152 146 463
Insurancefinance expense -

net (96) 66 16 (23) 3 20 (121) (135)

16 Capital management

Objectives are set by the Company to maintain healthy capital ratios in order to support its business objectives
and maximize shareholders’value.

The Company manages its capital requirements by assessing shortfalls between reported and required capital
levels on a regular basis. Adjustments to current capital levels are made in lightofchanges in market conditions
and risk characteristics of the Company’s activities. In order to maintain or adjust the capital structure, the
Company may adjustthe amountof dividendspaid to shareholdersorissue shares.

The Company manages its capital to ensure that it is able to continue as going concern and comply with the
regulators’ capital requirements of the markets in which the Company operates while maximizing the return to
stakeholders through the optimization of the debt and equity balance. The capital structure of the Company
consists of equity attributable to equity holders comprising paid share capital, reserves and retained earnings.

The Company manages its capital requirements by assessing shortfalls between reported and required capital
levels on a regular basis. Adjustments to current capital levels are made in lightof changes in market conditions
and risk characteristics of the Company’s activities. In order to maintain or adjust the capital structure, the
Company may adjustthe amountof dividendspaid to shareholdersorissue shares.

The Company has fully complied with the externally imposed capital requirements during the reported financial
period.

17 Loss per share

Basic and diluted earnings per share have been calculated by dividing the loss for the period by weighted average
number of shares outstandingduring the period.

18 Operating segments

Operating segments are identified on the basis of internal reports about components of the Company that are
regularly reviewed by the Chief Operating Decision Maker (CODM) in order to allocate resources to the segments
and to assess its performance.
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18 Operating segments (continued)

Transactions between the operating segments are on normal commercialterms and conditions. The revenue from
external parties reported to the CODM is measured in a manner consistent with that in the statement of income.
Segment assets and liabilities comprise operating assets and liabilities. There have been no changes to the basis
of segmentation or the measurement basis for the segment profitorloss since 31 December 2022.

Segment assets do not include cash and cash equivalents, short-term deposits, premiums receivables,
investments, due fromreinsurers, prepaid expenses and other assets, propertyand equipment, intangible asses,
statutory depositand accrued income on statutory deposit. Accordingly, they are included in unallocated assets.
Segment liabilities do notinclude policyholders payable, accrued expenses and other liabilities, due to reinsurers,
agents, brokers and third-party administrators, surplus distribution payable, zakat and income tax payable, and
accrued income on statutory depositpayable to SAMA. Accordingly, they areincluded in unallocated liabilities.

Theseunallocated assets and liabilities are notreported to CODM under related segments and are monitored on
a centralized basis. For management reporting purposes, the Company is organised into business units on the
basis of products and services offered by the Company.

The segmentinformation provided to the CODM for the reportable segments for the Company'’s total assets and
liabilities at June 30, 2023 and 31 December 2022, its total revenues, expenses, and netincome forthe period
ended 30 June 2023 and 30 June 2022, are as follows:

(SR 000) Motor- Motor- Accident
Medical Comp TPL __ Property Engineering Marine & liability Total

For the six
months period
ended 30 June
2023
(Unaudited)
Insurance
revenue 21,550 104,533 12,788 11,305 2,539 7,314 5,250 165,279
Insurance service

expense (13,906) (113,855) (16,381) (8,431) (1,449) (2,484) 6,816 (149,690)
Net expensefrom

reinsurance

contracts held (2,851) (3,413) 2,662 (4,731) (1,739) (4,973) (1,956) (17,001)
Insurance

service result 4,793 (12,160) (1,506) (1,857) (649) (143) 10,110 (1,412)
Commission

incomeon

investment 3,981
Unrealized loss

oninvestments 4,802
Net investment

income 8,783
Financeincome

from insurance

contracts issued (2,290) 859 (1,621) (2,047) (167) (435) (1,195) (6,896)
Finance

expenses from

reinsurance

contracts held 220 15 204 1,635 113 325 512 3,024
Net insurance

finance

expense (2,070) 874 (1,417) (412) (54) (110) (683) (3,872)
Otheroperating

expenses (4,616)

Net loss attributable to shareholder before Zakat (1,117)
Zakat (1,800)

Net loss attributable to shareholder (2,917)
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18 Operating segments (continued)

(SR 000) _ Motor- Motor- _ _ _ Acci_dep_t&

Medical Comp TPL Property Engineering Marine liability Total

Forthe sixmonths

period ended 30

June 2022

(Unaudited)
Insurance revenue 24,493 71,534 26,436 14,389 (188) 6,851 5,060 148,575
'”:’X“pr:;‘]gz SeMVICE  (27.907)  (105,499) (2,473)  (5,671) (244) 533 (495)  (141,756)
Net expense from

reinsurance (1,998) (8,605) 263 84 (264) (3,872) (4,735) (19,127)

contracts held
Insurance service

result (5,412) (42,570) 24,226 8,802 (696) 3,512 (170) (12,308)
Commission

income on

investment 1,259
Unrealized gain

oninvestments (4,164)
Net investment

income (2,905)
Finance expense

from insurance

contracts issued (74) (10) (18) (143) (360) (11) (47) (663)
Finance expenses

from reinsurance

contracts held 123 (9) 20 28 39 2 99 302
Net insurance

finance expense 49 (19) 2 (115) (321) (9) 52 (361)
Otheroperating

expenses (8,530)

Net loss attributable to shareholder before Zakat (24,104)
Zakat (2,350)

Net loss attributable to shareholder (26,454)
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18 Operating segments (continued)

(SR 000)

For the three
months period
ended 30 June
2023
(Unaudited)
Insurance
revenue
Insurance service
expense

Net expensefrom
reinsurance
contracts held
Insurance
service result

Commission
incomeon
investment

Unrealized loss
oninvestments

Net investment
income

Financeincome
from insurance
contracts issued

Finance
expenses from
reinsurance
contracts held

Net insurance
finance
expense

Otheroperating
expenses

Net loss for the period attributable to shareholders before Zakat

Zakat

Medical

Motor-
Comp

Motor-

TPL Property Engineering Marine

Accident
&

liability Total

9,865

(4,497)

(1,716)

99,064

(113,408)

(3,135)

(43,593)

5,518

38,395  (1,690)

5032  (3,731)

(120)

(1,673)

1,936

3,529 2,345 76,608

(1,888) 5765  (78,996)

(2,810) (949) (5,373)

3,652

(17,479)

(166) 97

143

(1,169) 7,161 (7,761)

(2,378)

955

752

822

(1,608)  (2,392)

230 1,930

(188)

137

2,199

2,787

4,986

(591)  (1,394) (7,799)

465 759 5,298

(1,423)

1,574

(1,378) (462)

(51)

(126) (635) (2,501)

Net loss for the period attributable to shareholders

(814)

(6,090)
(900)

(6,990)
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18 Operating segments (continued)

(SR 000) _ Motor- Motor- _ _ _ Ac_cid_e_nt

Medical Comp TPL  Property Engineering Marine & liability Total

For the three
months period
ended 30 June
2022 (Unaudited)
Insurance
revenue 11,770 45,326 10,237 7,392 (1,257) 4,057 2,357 79,882
Insurance service

expense (12,822)  (54,653) (5,018) (2,344) 996 1,269 3,668 (68,904)
Net expense from

reinsurance

contracts held (195) (8,068) 3,104 4,791 (58) (1,569) (4,612) (6,607)
Insurance service

result (1,247)  (17,395) 8,323 9,839 (319) 3,757 1,413 4,371
Commission

incomeon

investment 943
Unrealized loss

on investments (7,552)
Net investment

income (6,609)
Financeincome

from insurance

contracts issued (51) 327 (32) (144) (362) (96) (240) (598)
Finance

expenses from

reinsurance

contracts held 119 41 59 25 42 54 123 463
Net insurance

finance expense 68 368 27 (119 (320) (42) (17 (135)
Otheroperating

expenses (3,527)

Net loss for the period attributable to shareholders before Zakat (5,900)
Zakat (1,231)

Net loss for the period attributable to shareholders (7,131)

Motor- Motor- Accident
Medical TPL Comp Property Engineering Marine & liability Total

As at 30 June 2023
Assets (SR 000)
Reinsurance contract

assets 1,201 4,179 6,000 20,748 3,479 4,040 7,909 47,556
Unallocated assets 432,150
Total assets 479,706
Liabilities
Insurance contract

liabilities 42,841 12,264 51,247 23,964 4,008 5,839 17,938 158,101
Unallocated liabilities 28,839
Total liabilities 186,940
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18 Operating segments (continued)
Motor- Motor- Accident
Medical TPL Comp Property Engineering Marine & liability Total

As at 31 December 2022
Assets (SR 000)
Reinsurance contract

assets 5,298 1,735 12,974 17,808 6,678 3,703 8,597 56,793
Unallocated assets 436,287
Total assets 493,080
Liabilities
Insurance contract

liabilities 34,481 12,086 71,906 10,524 3,332 4,942 12,775 150,046
Unallocated liabilities 47,351

Total liabilities

Gross Written Premium

197,397

Details relating to gross written premium are disclosed below to comply with the requirements of SAMA and are

notcalculated as perthe requirements of IFRS 17.

For the six months ended
30 June 2023 (Unaudited)

SR 000
Protection & Savings
Breakdown of Property & Group
GWP Medical Motor casualty Individual (Term life) Total
Retail -- 67,649 639 -- -- 68,288
Small 638 3,710 2,263 -- -- 6,611
Medium 1,894 6,166 4,575 -- -- 12,635
Corporate 8,957 20,051 23,789 -- -- 52,797
Total 11,489 97,577 31,267 -- -- 140,333
Forthe sixmonths ended
30 June 2022 (Unaudited)
SR 000
Protection & Savings
Breakdown of Property & Group (Term
GWP Medical Motor casualty Individual life) Total
Retail -- 26,268 679 -- -- 26,947
Small 1,336 7,489 3,013 -- -- 11,838
Medium 2,670 38,830 2,237 -- -- 43,737
Corporate 29,372 88,000 31,591 -- -- 148,963
Total 33,378 160,587 37,520 -- -- 231,485
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19 Gross Written Premium (continued)

For the three months ended
30 June 2023 (Unaudited)

SR 000
Protection & Savings
Breakdown of Property & Group
GWP Medical Motor casualty Individual (Term life) Total
Retail -- 20,233 625 -- -- 20,858
Small -- 902 1,393 -- -- 2,295
Medium 34 1,491 1,527 -- -- 3,052
Corporate 2,002 4,586 8,172 -- -- 14,761
Total 2,036 27,212 11,718 -- -- 40,966
Forthe three months ended
30 June 2022 (Unaudited)
SR 000
Protection & Savings
Breakdown of Property & Group (Term
GWP Medical Motor casualty Individual life) Total
Retail -- 16,840 627 -- -- 17,467
Small 434 6,267 2,187 -- -- 8,888
Medium 1,373 35,602 951 -- -- 37,926
Corporate 7,359 2,623 9,306 -- -- 19,288
Total 9,166 61,332 13,070 -- -- 83,569
20 Net Written Premium

Details relating to netwritten premium are disclosed below to comply with the requirements of SAMA and are not

calculated as perthe requirements of IFRS 17.

For the six months period ended
30 June 2023 (Unaudited)

SR 000
Protection & Savings _
Property Group
& (Term
Item Medical Motor casualty Individual life) Total
Gross written premium 11,489 97,577 31,267 - - 140,333
Reinsurance premium ceded -
globally (including excess of loss) (832) (3,464) (8,931) - - (13,227)
Reinsurance premium ceded -
locally (including excess of loss) (82) (164) (1,369) - -- (1,615)
Net written premium - total 10,575 93,949 20,967 - -- 125,491
Forthe sixmonths periodended
30 June 2022 (Unaudited)
SR 000
Protection & Savings
Group
Property (Term
Item Medical Motor & casualty Individual life) Total
Gross written premium 33,378 160,587 37,520 - - 231,485
Reinsurance premium ceded -
globally (including excess ofloss) (4,522) (17,507) (27,524) - -- (49,553)
Reinsurance premium ceded — locally
(including excess ofloss) (120) (2,692) (2,727) -- -- (5,539)
Net written premium - total 28,736 140,388 7,269 - -- 176,393 |

55



GULF GENERAL COOPERATIVE INSURANCE COMPANY

(A Saudi Joint Stock Company)

INTERIM CONDENSED NOTES TO THE FINANCIAL STATEMENTS (UNAUDITED)
Forthe three-months and six months period ended 30 June 2023
(Al amounts in Saudi Riyal thousands unless otherwise stated)

20 Net Written Premium (continued)

For the three months period ended
30 June 2023 (Unaudited)

SR 000
Protection & Savings _
Property Group
& (Term
Item Medical Motor casualty Individual life) Total
Gross written premium 2,036 27,212 11,718 - - 40,966
Reinsurance premium ceded -
globally (including excess of loss) (832) (3,464) (8,931) - - (13,227)
Reinsurance premium ceded -
locally (including excess of loss) (82) (164) (1,369) - -- (1,615)
Net written premium - total 1,122 23,584 1,418 - -- 26,124
Forthe three months period ended
30 June 2022 (Unaudited)
SR 000
Protection & Savings
Group
Property (Term
ltem Medical Motor & casualty Individual life) Total
Gross written premium 9,166 61,332 13,071 - - 83,569
Reinsurance premium ceded -
globally (including excess ofloss) (2,685) (7,117) (10,352) - -- (20,154)
Reinsurance premium ceded — locally
(including excess ofloss) (60) (932) (932) -- -- (1,924)
Net written premium - total 6,421 53,283 1,787 -- -- 61,491

21 SUBSEQUENT EVENTS

There have been no significant subsequent events since the period-end, that would

adjustments in these condensed interimfinancial statements.

require disclosures or

22 COMMITMENT AND CONTINGENCIES
a) The Company commitment and contingencies are as follows:
30 June 31 December
2023 2022
(Unaudited) (Unaudited)
SR 000 SR 000
Letter of guarantee 300 300
b) Zakat and withholding tax have been disclosedin Note 12
c) The Companyisnotsubjectto any significantlegal proceedings in an ordinary course of business.
23 APPROVAL OF INTERIM CONDENSED FINANCIAL STATEMENTS

Thesefinancial statements have been approved by the Board of Directors on 7 August 2023 corresponding to 20

Muharram 1445H.
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