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Deloitte & Touche =
Bakr Abulkhair & Co. UH Al Bassam

Deloitte. Gertified Public Accountants & Consuitants

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF SAUDI REINSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

SCOPE OF AUDIT:

We have audited the accompanying statement of financial position of Saudi Reinsurance Company
(the “Company™) — A Saudi Joint Stock Company as at 31 December 2009, and the related statements of
reinsurance operations, shareholders’ operations and shareholders’ comprehensive operations, changes in
shareholders’ equity, reinsurance operations and shareholders’ cash flows for the year then ended and the
notes which form part of these financial statements. These financial statements are the responsibility of the
Company’s management and have been prepared by them in accordance with International Financial
Reporting Standards and the provisions of Article 123 of the Saudi Regulations for Companies and
submitted to us together with all the information and explanations which we required. Our responsibility is
to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with aunditing standards generally accepted in the Kingdom of Saudi Arabia. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable degree of assurance to
enable us to express an opinion on the financial statements.

UNQUALIFTED OPINION:
In our opinion, the financial statements taken as a whole:

. Present fairly, in all material respects, the financial position of the Company as at 31 December
2009 and the results of its operations and its cash flows for the year then ended in accordance with
International Financial Reporting Standards.

. Comply with the requirements of the Regulations for Companies and the Company’s by-law with
respect to the preparation and presentation of the financial statements,

EMPHASIS OF A MATTER:

We draw attention to the fact that management has prepared these financial statements in accordance with
Internaticnal Financial Reporting Standards and not in accordance with the accounting standards generally
accepted in the Kingdom of Saudi Arabia as presented in note (2).

Deloiite & Touche Al Bassam CPAs & Consultants
Bakr Abulkhair & Co. P. 0. Box 69658
P. 0. Box 213 Riyadh 11557

Riyadh 11411 Kingdom of Sapgdi Axat
Kingdom of Sandi Arabia
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF FINANCIAL POSITION
As At 31 December 2009

REINSURANCE OPERATIONS’ ASSETS

Cash and cash squivalenis

Premiums receivable

Accrued insurance premiums
Refroceded share of uneamed premiums
Retroceded share of outstanding claims
Deferred acquisition costs

Prepaid expenses and ofher assets

Due from shareholders’ operations
Praperly and equipment, net

TOTAL REINSURANCE OPERATIONS' ASSETS
SHAREHOLDERS’ ASSETS

Cash and cash equivalents

Time deposits

Accrued speciat commission income from time deposits
Accrued special commission income from bonds
Investments held at fair value through income statement
Held to maturity investments

Slatutory deposit

(Other assets

TOTAL SHAREHOLDERS® ASSETS
TOTAL ASSETS

REINSURANCE OPERATIONS' LIABILITIES

Retrocession balances payable
Accrued retroceded premiums

Gross uneamed premiums

Gross outstanding claims

Unearned commissien income
Acciued expenses and other liabilities
Employees’ end of service benefits

TOTAL REINSURANCE OPERATIONS’ LIABILITIES
SHAREHOLDERS' LIABILITIES AND EQUITY

SHAREHQLDERS’ LIABILITIES
Provision for zakat and income tax
Due to reinsurance operations
Other liabilities

TOTAL SHAREHOLDERS’ LIABILITIES

SHAREHOLDERS' EQUITY
Share capital

Statutory reserve
{DeficityRetained earnings

TOTAL SHAREHOLDERS' EQUITY
TOTAL SHAREHOLDERS' LIABILITIES AND EQUITY
TOTAL REINSURANCE OPERAT

~LIABILITIES AND

31 December 2009 31 December 2008
Mofes SR SR

5 2,718,710 33,604
6 13,112,294 2,257 167
12,256,370 -
1 19,968,168 2,357,805
8 15,260,001 158,616
] 7,486,779 612,007
10 1,298,409 426,427
11,756,134 196,048
11 3,1 70,931 3,689,719
87,025,797 9,731,393
5 1,045,304 412,330,351
12 243,263,605 600,800,000
5,857,623 13,720,726
1,185,207 -
13 573,632,717 -
14 115,706,278 -
25 100,000,000 -
680,834 -
1,042,271,568 1,026,051,077
1,129,297,365 1,035,782 470
17,243,405 1,813,175
8,041,644 -
7 28,447,374 2,801,122
8 22,055,663 202,623
15 6,123,576 612,814
16 4,499,186 31745127
603,949 366,532
87,025,797 9,731,393
17 24,202,000 329,606
11,756,134 196,048
680,834 -
36,633,968 525,654
18 1,000,006,000 1,000,000,000
19 6,070,924 5,105,085
{438,324) 20,420,338
1,005,632,600 1,025,525,423

1,042,271,568

1,025,051,077

1,129,297,365

1,035,782 470




Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF REINSURANCE OPERATIONS
For The Year Ended 31 December 2009

For The Year Ended For The Pericd from
31 December 1 May 2008 to

2009 31 December 2008
Notes SR SR

Gross premiums written 7 51,063,121 3,217,946
Retraceded premiums 7 (34,765,056) (2,613,851)
Net premiums written 16,288,065 604,005
Change in net uneamed premiums 7 (7,945,887) (533,317)
Net premiums earned 8,242,178 70,778
Net claims paid 27 1,675,140 -

Change in net cutstanding claims 8 (6,751,654) (44,007)
Gross acquisition costs 9 (5,948,618) {90,604)
Commissions on retroceded business 15 4,808,194 87,862
Excess of loss expenses (1,976,162) {293,506)
Net underwriting results 549,078 (269,477)
General and administrative expenses 20 (20,484,984} (10,520,851)
Board of directors’ remunerations and expenses 22 (609,727) {1,135,363)
Net deficit from reinsurance operations’ results 26 (20,545,633) (11,925,481)

Net deficit transferred to the statement of shareholders' operations 20,545,633 11,925,491

Net result for the Year/ period

5 iy ==

e

The accompanying notes 1to 32 form an integral part of these financial stalements.
3



Saudi Reinsurance Company {A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' OPERATIONS
For The Year Ended 31 December 2009

For The Year Ended For The Period from
31 December 1 May 2008 to

2009 31 December 2008
Notes SR SR

Special commission income from time deposits 17,947,068 29,538,749
Special commission income from bonds 808,877 -
Realized gains from investments held at fair 797 568 i

value through income statement !
Unrealized gains on investments held at fair value

through income statement 3,891,316 )
Net deficit transferred from reinsurance operations (20,545,633} (11,925491)
Met income for the year/ period befora

income from pre-incorporation 4,829,196 17,813,258
Net income from pre-incorporation 21 - 8241771
Net income for the year/period 4,829,196 25,855,029
Earnings per share 24 0.048 0.259

The accompanying notes 1 to 32 form an integral part of these financial statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' COMPREHENSIVE OPERATIONS
For The Year Ended 31 December 2009

For The Year Ended For The Pericd from
31 December 1 May to
2009 31 December 2008
Note SR SR
Net income for the year/ period 4,829,196 25,855,029
Other comprehensive expenses
Zakat and income tax 17 (24,722,019} (329,606)
Total comprehensive (deficit) f income for the year/ peried 25525423

) (19,392,823)

The accompanying notes 1 fo 32 form an integral part of these financial statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF REINSURANCE OPERATIONS' CASH FLOWS
For The Year Ended 31 December 2009

For The Year Ended  For The Period from

31 December 1 May 2008 to
2009 31 December 2008
Note SR SR
OPERATING ACTIVITIES
Net result for the year/ period - -
Adjustments for:
Employees’ end of service benefits 243,417 366,532
Depreciation _ 928,624 818,044
Operaling profit before changes in operating assets and liabilities: 1,172,041 1,184,576
Premiums receivable {10,855,127} (2,257,167}
Accrued insurance premiums {12,256,370) -
Retraceded share of uneamed premiums (17,610,364) {2,357,805)
Retroceded share of outstanding claims (15,101,385) {158,616)
Deferred acquisition costs (6,874,772} {612,007}
Prepaid expenses and other assets {871,982) {426,427}
Due from shareholders’ operations {11,560,086) (196,048)
Retrocession balances payable 15,330,230 1,913,175
Accrued retroceded premiums 8,041,644 -
Gross unearmed premiums 25,556,252 2,891,122
Gross outstanding claims 21,853,040 202,623
Unearned commission income 5,515,762 612,814
Accrued expenses and other liabilities 754,059 3,745,127
Net cash from operating activities 3,092,842 4,541,367
INVESTING ACTIVITIES
Purchase of property and equipment {408,836) {4,507,763)
Net cash used in investing activities (409,836) (4,507,763)
NET INCREASE IN CASH AND CASH EQUIVALENTS 2,683,106 33,604
Cash and cash equivalents at the beginning of the year/period 33,604 -
CASH AND CASH EQUIVALENTS AT THE END OF THE
YEARIPERIOD 2,716,710

The accompanying notes 1 to 32 form an integral part of these financiat statements.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

STATEMENT OF SHAREHOLDERS' CASH FLOWS
For The Year Ended 31 December 2009

For The Year Ended For The Period from
31 December 1 May 2008 to

2009 31 December 2008
Note SR SR
OPERATING ACTIVITIES
Net income for the year/period 4,829,196 25,855,029
Adjustments for:
Realized gains from investments held at fair
value through income statement {727,568} -
Unrealized gains on investments held at fair value through income
Statement {5,891,316) ' -
Operating (Deficit) / profit before changes in operating assets and liahilities: {1,789,688) 25,855,029
Changes in operating assets and liabilities:
Statutory deposit (100,000,000} -
Due to reinsurance operations 11,560,086 196,048
Other assefs {680,834} -
Cther Liabilities 680,834 -
Zakat and income tax paid (349,625) -
Net cash (used in}/ from operating aciviies (91,079,227) 26,051,077
INVESTING AGTIVITIES
Proceeds from investments held at fair value through income statement 360,000,000 -
Accrued special commission income from time deposits 7,863,103 {13,720,726)
Accrued special commission income from bonds (1,185,207) -
investments held at fair value through income statement {927,013,833) -
Time deposits, net 356,736,395 {600,000,000)
Held fo maturity investments {115,706,278) -
Net cash used in investing activities (319,305,820) (613,720,726)
FINANCING ACTIVITIES
Issug of share capital - 1,000,000,000
Net cash from financing activities - 1,000,000,000
NET (DECREASE)/ INCREASE IN CASH AND CASH (410,385,047} 412,330,351
EQUIVALENTS
Cash and cash equivalents at the beginning of the year/ period 412,330,351 -
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR/
PERICD 1,845,304 412,330,351

The accompanying notes 1 to 32 form an integral part of these financial staterents.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 December 2009

1. ORGANIZATION AND PRINGIPAL ACTIVITIES

Saudi Reinsurance Company (the “Company”) is a Saudi joint stock company registered in the Kingdom of Saudi Arabia under
commercial registration number 1010250125 dated 12 Jumad Awal 1429H (corresponding to 17 May 2008). The address of the
Company's registered office is at P.0. Box 30025, Riyadh 11372, 6 Floor, Arch Towers, King Fahd Road, Riyadh, Kingdom of Saudi
Arabia.

The objective of the Company is to transact cooperative reinsurance and related activities inside and outside the Kingdom of Saudi
Arabia.

As per the Company's by-laws, the Company's first fiscal year commenced on the issuance dale of the Ministerial Resolution
declaring the incorporation of the Company, dated 24 Rabi Al Thani 1429H (corresponding to 1 May 2008 ), and ended on 31
December 2008.

2. BASIS OF PREPARATION

The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS) and not In
accordance with the accounting standards generally accepted in the Kingdom of Saudi Arabia.

Basis of measurement
The financial statements have been prepared on a historical cost basis, modified to include the measurement at fair value of
investments held at fair value through income statement.

Functional and presentational currency
The financial statements are presenied in Saudi Arabian Riyals being the functional currency of the Company.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

New standards and inferpretations issued

The following standards and inferpretafions have been issued by the International Accounting Standards Board (JASB) which the
Company has implemented during the current year;

. IFRS 7 Financial Instruments Disclosures (Revised)
. IFRS 8 Operating Segments
. IAS 1 - Presentation of financial statements (Revised)

The application of the above standards has resulted in amendments te the presentation of the financial statements.
The significant accounting policies adopted in the preparation of these financial statements are set out below:

Basis of presentation

The Company maintains separate books of account for the reinsurance and shareholders’ operations. Income and expenses clearly
attributable fo either activity are recorded in the respeclive accounts. The basis of allocation of expenses from joint operations is
determined by Management and the Board of Directors.

Cash and cash equivalents

Cash and cash equivalenis comprise cash in hand, bank current accounts and fime deposits with an original maturity of three months
or less at the date of original acquisition.

Reinsurance
The Company uses retrocession agreements to increase its aggregate underwriling capacity, and to reduce its exposure to

catastrophic losses on reinsurance assumed. The ceding of risk fo retrocessionaires does not relieve the Company from of its
obligations to its ceding companies.

An impairment review is performed at each reporting date or more frequently when an indication of impairment arises during the
reporting year. Impairment occurs when objective evidence exists that the Company may not recover outstanding amounts under the
terms of the contract and when the impact on the amounts that the Company will receive from the retrocessionaire can be measured
reliably. The impairment loss is recorded in the statement of reinsurance operations.



Saudi Reinsurance Gompany (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS
For The Year Ended 31 December 2009

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Premiums and claims are presented on a gross basis for both assumed reinsurance and retroceded business.

Reinsurance assets and liabilities are derecognized when the contractual rights are extinguished or expire or when the contract is
fransferred to another party.

Deferrad acquisition costs (DAC)
Those direct and indirect costs incurred during the financial period arising from the writing or renewing of reinsurance contracts are

deferred fo the extent that these costs are recoverable gut of fuiure premiums. Al other acquisition costs are recognized as an
expense when incurred.

Subsequent o initial recognition, these costs are amortized using the same basis for uneamed premiums. Amortization is recorded in
the statement of reinsurance operations.

Changes in the expected useful life or the expected patten of consumption of future economic benefits embodied in the asset are
accounted for by ¢changing the amortization peried and are treated as a change in accounting estimate.

An impairment review is performed at each reporting date or more frequently when an indication of impairment arises. When the
recoverable amounts are less than the carrying value an impairment loss is recognized in the statement of reinsurance operations.
DAC is also considered in the liability adequacy test for each reporting periad.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation less any impairment in value.

Depreciation is charged fo the statement of reinsurance cperations on a straight line basis over the eslimated useful lives of the
asseis as follows:

Computer and equipment 3-5 Years
Furniture and fixtures 5 Years
Motor vehicles 4 Years
Leasehold improvements 10 Years

Impairment and uncollectibility of financial assets
An assessment is made at each halance sheet date fo delermine whethar there is objective evidence that a specific financial asset or
a group of financial assets may be impaired. If such evidence exists, any impairment loss is recognized in the statement of
reinsurance operations or the statement of sharehalders’ operations,

Impairment is determined as follows:

° For assets carried at fair value, impairment is the difference between cost and fair value, fess any impairment loss
previously recognized in the statement of reinsurance operations or the siatement of shareholders’ operations;

. For assets carried at cost, impairment is the difference between carrying value and the present value of future cash
flows discounted at the current market rate of return for & similar financial asset;

® For assefs carried at amortized cost, impairment is the difference batween carrying amount and the present value of
future cash flows discounted at the criginal effective special commission rate.

Written Premiums
Gross premiums written comprise the total premiums in relaticn to contracts incepting during the financial year. It includes an estimate

of pipeline premiums, being those premiums written but not reported to the company at the balance sheet date. Pipeline premiums are
reporied as accrued insurance premiums.

Premiums earned and commission income

Premiums and commission income are taken info income over the periods to which they relate to cover the reinsurance risk.
Unearned premiums and comimission income represent the porfion of premiums written and commission income relating to the
unexpired period of coverage and is deferred based on the following methods:

10



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

3 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Gontinued
Premiums earned and commission income (Continued) _
. For proportional reinsurance freaties under consideration of the underlying exposure in relation to the line of
business as follows:

Line of business Years
Engineering 4
Marine cargo 1.5
Others 7

. Actual number of days for facultative reinsurance and nan proportional reinsurance treaties and portfalio transferred
from insurance companies.

The change in the provision for uneamed premiums and commissicn incame is taken to the statement of reinsurance operations in
order that revenue is recognized over the period to cover the reinsurance risks.

Claims

Claims, comprising amounts payable te ceding companies under reinsurance contracts and related loss adjustment expenses, net of
recoveries and are charged to income as incurrad.

Gross outstanding claims comprise the gross estimated cost of claims incurrad but not setfied at the balance sheet date whether
reported or not. Provisions for reported claims not paid as at the balance sheet date are made on the basis of individual case
estimates. In addition, a provision based on management's judgement and the Company’s pricr experience is maintained for the cost
of seffling claims incurred but not reported at the balance sheet date.

Any difference between the provisions at the balance sheef date and settlements and provisions for the following year is included in
the underwriting account for that year.

Liability adequacy test

At each balance sheet date, a liability adequacy test is performed to ensure the adequacy of the reinsurance contracts liahilities net of
related deferred acquisition costs. In performing these tests, management uses current hast estimates of future contractual cash flaws
and ¢laims handling and administration expenses. Any deficiency in the carrying ameunis is immediately charged fo the statement of

reinsurance operations initially by writing off related deferrad acquisition costs and by subsequently establishing a provision for losses
arising from liability adequacy tests.

Premiums receivable
Premiums receivable are recognized when due and measured on initial recognition at the fair value of the considerations received or
receivable. The carrying value of premiums receivable is reviewed for impairment whenever events or circumstances indicate that the

carrying amount may not be recoverable, with the impairment loss recorded in the statement of reinsuranca operations. Premiums
receivable are derecognized when the derecognition criteria for financial assets have been met.

Accounts payable and accruals
Liabilities are recognized for amounts to be paid in the future for goeds or services received, whether billed by the supplier or not.

Special commission income from time deposits

Special commission income from time depasits is recegnized on an effective yield basis taking account of the principal outstanding
and the special commission rate applicable.

Investments held at fair value through income statement
Investments held at fair value through income statement are investments designated at fair value through income statement at
inception. For investments designated as fair value through income statement, the following criteria must be met;

® This designation eliminates or significantly reduces the inconsistent freatment that would ctherwise arise from
measuring the assets and liabilities or recegnising gains or lesses on a differant basis, or
s The assets and liabilities are part of a group of financial assets, financial liabiliies or both, such assets and liabilifies

are managed and their perfermance is evaluated or a fair value hasis, in accordance with a documented risk
management or investment strategy.

These investments are initially recorded at fair value. Subsequent to initial recognifion, thase investments are measured at fair value.
Fair value adjustments and realised gains and losses are recognized in the statement of shareholders' operations.

1



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Held to Maturity Envestments .

Investments with fixed or determinable payments whereby the Company has the positive intention and ability to held till maturity are
measured, after acquisition, at amortized cost less impairment in its value. The amortized cost is computed taken into consideration
the discount or the premium at the acquisition date. Income or loss resulting from these investments Is recognized in the statement of
shareholders’ operations upon derecognizing these investments or impairment in its value.

Employee end of service benefits

Employees’ end of service benefits are accrued currently and are payable as a lump sum to all employees under the terms and
conditions of Saudi Labour Regulations on termination of their employment ¢oniracts. The liability is calculated as the current value of
the vested benefits to which the employee is entitled, should the employee Ieave at the balance sheet date. End-of-service payments
are based on employess’ final salaries and allowances and their cumulative years of service, as defined by the conditions stated in the
laws of Saudi Arabia.

Leases

Operating lease payments are recognized as an expense in the statement of reinsurance operations on a straight-line basis over the
lease term.

Foreign currencies

Transactions in foreign currencies are recorded in Saudi riyals at the exchange rate in effect at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance sheet date. Al
differences are laken to the statements of reinsurance operations or shareholders' operations.

Zakat and income tax

Zakat and income tax are provided for in accordance with Saudi Arabian Fiscal Regulations. As per the Company's by-law, Zakat and
income Tax are considered as dividends to the sharehalders. Accordingly income tax is debited to Non-Saudi Founding shareholders’
equity account while the Zakat is debited to the Saudi Founding shareholders and general public equity account.

Provisions
Provisions are recognized when the Company has an obligation (legal or constructive) as a result of past events, and it is more likely
than not that an cutflow of resources will be required to settle the obligation and the amount has heen reliably estimated.

Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet anly when there is a legally enforceable
right fo offset the recognized amounts and there is an inteniion to settle on a net basis, or to realise the assets and settle the liability
simultaneously. Income and expense is not offset in the statements of reinsurance operations and shareholders gperations unless
required or permitted by any accounting standard or interpretation.

Segmental reporting

A segment is a distinguishable component of the Company that is engaged either in providing services (a business segment) or in
providing services within a particular economic environment (a geographic segment), which is subject to risks and rewards that are
different from those of ather segments. For management purposes, the Company is organized info business units based on their
products and services and has four main reportable segments as follows:

- Engineering provides coverage for builder's risks, construction, electrical, electronic, and machinery breakdown, and
any other insurance included under this class of insurance.

@ Fire provides coverage against fire, and any other insurance inciuded under this class of insurance.

s Marine Insurance provides coverage for goods in fransit and the vehicles of transportation on waterways, and any
offier insurance included under this class of insurance,

® Motor Insurance provides coverage against losses and liability related to motor vehicles, excluding transport
insurance.

° Shareholders’ Funds is a non-operating segment. Investment incame is the only revenue generating activity. Certain
direct operaling expenses and other overhead expenses are allocated to this segment on an appropriate hasis. The
losses or surplus from the reinsurance operations are allocated to this segment on an appropriate basis.

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

No inter-segment transactions occurred during the period. If any transaction were to ocour, transfer prices between business
segments are set on an arm's length basis in a manner similar to transactions with third parties. Segment income, expense and resuits
will then include those transfers between business segments which will then ba sliminated at the level of financial statements of the
Company.
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

4. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

The preparation of the Company's financial statements requires management to make estimates and assumptions that affect the
reported amounts of revenues, expenses, assets and liabilities and the disclosure of contingent liabilities, at the reporting date.
However, uncertainty about these eslimates and assumptions could result in an cutcome that could require a material adjustment to
the carrying amount of the asset or liability affected in the future.

The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet date, that have a
significant risk of causing a material adjustment to the carrying amounts of the assets and liabilities within the next financial year are
discussed below.

The uliimate liability arising from claims made under reinsurance contracts

The estimation of the ultimate liabilily arising from claims made under reinsurance contracts is the Company's most critical accounting
estimate. There are several sources of uncertainty that needed to be considered in estimating the liability that the Company will
ultimakely pay for such claims. The provision for claimsa incurred but not reported (IBNR) is an estimation of claims which are expected
to be reported subsequent to the balance sheet date, for which the insured event has occurred prior to the balance sheet date. The
primary technigue adopted by management in estimating the cost of nofified and IBNR claims, is that of using the past claims
seftlement trends to predict future claims settlement trends.

Claims requiring court or arbifration decisions are estimated individually. Independent loss adjusters normally estimate property
claims. Management reviews its provisions far claims incurred, and claims incurred but not reported, on a quarterty basis.

Impairment losses on receivables

The Company assesses receivables that are individually significant and receivables included in a group of financial assets with similar
eredit risk characteristics for impairment. Receivables that are individually assessed for impairment and for which an impairment loss
i5 or continues to be recognized are not included in a collective assessment of impairment. This assessment of impairment requires
judgment. In making this judgment, the Company evaluates credit risk characteristics that consider past-due status being indicative of
the ability to pay all amounts due as per contractual terms.

Deferred acquisition costs
Certain acquisition costs related to the incoming reinsurance confracts are recorded as deferred acquisition costs (DAC) and are
amortized in the statement of reinsurance operations aver the related period of the contracts.
Fair values of financial instruments
Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing parties in an
arm’s length transaction. The Company's financial assets consist of cash and cash equivalents, fime deposits, statutory deposit,
investments held at fair value through income statement, held to maturity investments, premiums receivables, acerued insurance
premiums, other assets and its financial liabilities cansist of reinsurance balances payable, accrued retrocedad premiums, and other
liabilities.
The fair values of financial assels and labiliiies are not matedally different from their carrying values at the batance sheet date.
The Company uses ihe following hierarchy for determining and disclosing the fair value of financial instruments:

Level 1: quoted prices in active markets for the same instrument (i.e., without modification or repackaging);

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

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

As at 31 December 2009, all financial instruments which are fair valued are Level 1 instruments,
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

5. CASH AND CASH EQUIVALENTS

31 December 2008 31 December 2008

Reinsurance Shareholders Reinsurance Shareholders
SR 5R SR SR
Cash in hand - 20,000 - 28,045
Cash at banks 2,716,710 1,925,304 33,604 302,308
Time deposils - - - 412,000,000
2,716,710 1,945,304 33,604 412,330,351

Cash at banks and time deposits are placed with counterparties who have good credit ratings.

Time deposits are made for varying periods between one day and three months depending on the cash requirements of the Campany.
All deposits resuitin an average commission rate of 2.16% per annum (31 December 2008: 4.75% per annum).

The carrying amounts disclosed above reasonably approximate fair value at the statsment of financial position date.

6. PREMIUMS RECEIVABLE

As at 31 December 2009, the ageing of unimpaired policyholders balances is as follows:

. Neither past due nor Past due but not
impaired impaired Total
SR SR SR
31 December 2009 12,797,123 5171 13,112,294
31 December 2008

2,257,167 - 2,257,167

The company does not have balances which are past dus. The Company classifies balances as 'past due and impaired’ on a case to
case basis. It is not the practice of the Company to obtain collateral over receivables, Amounts which are neither past due ror
impaired, in respect of premiums receivable are from unrated companies.

During the year the company has made provisions for doubtful premium receivabie in accordance with the guidelines of Saudi Arabian

Monetary Agency, amounting to SR 46,488 as at 31 Dacember 2009 (31 December 2008: Nil).

7. UNEARNED PREMIUMS

31 DECEMBER 2009

Opening halance for the year

Premiums writfen during the year
Premiums earned

Change in uneamed premiums

Gross Retroceded shara Net
SR SR SR
2,891,122 (2,357,805} 533,317
51,053,121 (34,765,056} 16,288,065
(25,496,369) 17,154,692 (8,342,178}
25,556,252 (17,610,364) 7,945,887
28,447 374 (19,965,169} 8,479,204
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued

For The Year Ended 31 December 2009

7. UNEARNED PREMIUMS - Continued

Opening balance for the period

Premiums written during the period
Premiums earned
Change in unearned premiums

8. GROSS OUTSTANDING CLAIMS

Opening balance for the year

Quistanding claims provided during the year

Claims incurred but not reported provided during the
year

Change in outstanding claims

Opening balance for the period

Qutstanding claims provided during the period

Claims incurred but not reported provided during the
period

Change in outstanding claims

9. DEFERRED ACQUISITION COSTS

Opening balance for the year/ period
Incurred during the year/ period
Amortized during the yearf period

31 DECEMBER 2008

Gross Retroceded share Net
SR SR SR
3,217,946 (2,613,881) 604,095
(326,824} 256,046 {70,778)
2,891,122 (2,357,805) 533,317
2,891,122 (2,357,805) 533,317
31 DECEMBER 2009
Gross Retroceded share Nat
SR SR SR
202,623 (158,616) 44007
15,513,678 {10,695,394) 4,818,284
8,339,362 {4,405,891) 1,933,371
21,853,040 {15,101,385) 6,751,654
22,055,663 (15,260,001} 6,795,662
31 DECEMBER 2008
Gross Retroceded share Net
SR SR SR
6,529 {4,988) 1,541
196,034 (153,628} 42 466
202,623 (158,616) 44,007
202,623 {158,616) 44 007
2009 2008
SR SR
612,007 -
12,823,390 702,611
{5,948,618) (90,604)
7,486,779 612,007
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued

For The Year Ended 31 December 2009

10. PREPAYMENTS AND OTHER ASSETS

2009 2008
SR SR

Deferred excess of loss premiums 706,239 164,823
Prepaid rent 248,283 228,506
Advances to employees 169,282 -
Prepaid insurance 2,022 24,758
Other 172,583 8,250

1,298,409 426 427

11. PROPERTY AND EQUIPMENT, NET
Furniture
Computers and And Motor Leasehold
31 December 2008 Equipment Fixtures Vehicles Impravements Total
SR SR SR 8R SR

Cost:
Additions during the period 1,712,484 109,756 493,000 2,192,523 4,507,763
At 31 December 2008 1,712,484 108,756 493,000 2,192,523 4,507,763
Additions during the year 409,836 - - - 409,836
At 31 December 2009 2,122,320 108,756 493,000 2,192,523 4,917,599
Accumulated depreciation:
Charged for the period 320,407 8,195 267,690 221,752 818,044
At 31 December 2008 320,407 8,195 267,690 221,752 818,044
Charged for the year 555430 29,880 118,869 224 435 928,624
At 31 December 2008 875,837 38,085 386,559 446,187 1,746,668
Net book value
31 December 2008 1,392,077 101,561 225,310 1,970,771 3,689,719
31 December 2009 1,246,483 71,671 106,441 1,746,336 3,170,931
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NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

12. TIME DEPOSITS

The time deposifs represent deposits with foreign banks with maturity period of more than three menths from the date of original

acquisition. Such deposits earn average special commission income at a rate of 5.9% per annum (31 December 2008: 6.16% per
annumy).

The ime deposits are placed with counterparties that have a good credit rating.

The carrying amounts of the time deposits reasonably appreximate the fair value at the statemant of financial position date.

13. INVESTMENTS HELD AT FAIR VALUE THROUGH INCOME STATEMENT

Investments held at fair value through income statement represent unifs in money market and commadity trading funds at local
banks.

14. HELD TO MATURITY INVESTMENTS

The held to maturity investments represent debt instruments with a 4 to 10 year time horizon vielding an average special

commission income of 4.44% on an annual basis. The fair value of held to maturity investments amounted fo SR 114,486,444
as at the financial position date.

15. UNEARNED COMMISSION INCOME

2009 2008
SR SR
Opening balance for the year! period 612,814 -
Commission received on retroceded business during the year/ period 10,323,956 700,676
Commission eamed on refroceded business during the year/ period {4,808,194) (87,862)
6,128,576 612,814
16. ACCRUED EXPENSES AND OTHER LIABILITIES
2009 2008
SR SR
Employees bonus 2,580,000 900,000
Professional fees payable 901,443 852,000
Withholding tax payable 300,663 142,588
Board of directors’ remuneration 254,168 900,000
Meeting fees and expenses 114,000 140,000
Payable to suppliers - 712,677
Other 348,912 97,862
4,499,186 3,745,127
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued

For The Year Ended 31 December 2009

17. ZAKAT AND INCOBME TAX

A) Zakat

The Zakat base is compased of the following:

SR

Share Capital 1,000,000,000
Statutory reserve - beginning of the year 5,105,085
Retained earnings — beginning of the year 20,420,338
Net income for the year 4,829,196
Provisions 609,949
Deduct:
Property and eguipment, net (3,170,931)
Zakat base 1.027,793,637
Zakat for the year
The Zakat for the year includes the following:
Year ended 31
December 200%
SR
Portion of the Saudi shareholders' Zakat base (94.1%) 967,153,812
Zakat for the year (2.5%} 24,672,018
B) income tax
Income tax for the year includes the following:
Year ended 31
December 2009
SR
Portion of net income for non-Saudi shareholders (5.9%) 284,923
Income tax for the year (20%) 50,000
Zakat and income tax charge for the year 24,722,019
The movement of the provision for Zakat and income tax is as follows:
ror The Period
from 1 May 2008 to
2009 31 December 2008
SR SR
Opening balance for the year / period 329,606 -
Charged for the year / period 24,722,019 326,606
Paid during the year / period {849,625) -
24,202,000 329,606

The Company did not make any zakat provision for the period fram 1 May 2008 to 31 December 2008, because the company had not
completed one year of its operations.

18. SHARE CAPITAL

The authorized, issued and paid up share capital of the Company is SR 1 hillion divided intc 100 million shares of 8R 10 each. The
founding sharshelders of the Company have subscribed and paid SR 600 million for 60 million shares with a nominal value of SR 10
each, which represents 60% of the shares of the Company and the remaining SR 400 million for 40 million shares with a nominal value
of SR 10 each have been subscribed for by the public. The following summarizes the share capital as at 31 December 2009,
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Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

18. SHARE CAPITAL - Confinued

Amount
Share SR
Share capital — founding shareholders 60,000,000 600,000,000
Share capital - general public 44,000,000 400,000,000
100,000,000 1,008,000,000

19. STATUTORY RESERVE

In accordance with its by - laws, the Company fransferred 20% of its nat income for the year/ period to the statutory reserve, The

company may resclve to discontinue such transfers when the reserve totals 100% of the capital. This reserve is not available for
distribution to shareholders.

20. GENERAL AND ADMINISTRATIVE EXPENSES

For the year ended For the period from
31 December 1 May 2008 to 31
2009 December 2008
SR SR

Salaries and related benefits 12,129,562 5409,073
Consulting fees 1,531,217 1,264,858
Professional fees 1,277,619 1,181,342
Depreciation 928,624 818,044
Travelling expenses 200,140 482,272
Rent and premises expenses 677,369 408,833
Withholding tax 498,038 142,588
Advertising 298,667 224,053
Licensing Fees - 216,102
Other 2,343,748 403,486
20,484,984 10,520,651

21. NET INCOME FROM PRE-INCORPORATION

From 16 April 2005
To 30 April 2008

SR
Income
Special commission income from time deposits 40,749,444
Expenses
Salaries and related benefits 10,885,977
Issue costs 10,657,763
Professional and consulfing fees 4,756,195
Bank guarantee charges 2,906,250
Travel expenses 1,583,598
Rent and premises 1,191,300
Other 516,590
Total Expenses 32,507,673
8,241,771
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NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

22. BOARD OF DIRECTORS’ REMUNERATIONS AND EXPENSES
_For the year ended 31 Far the period from

December 1 May 2008 to 31
2009 December 2008
SR SR
Board of directors’ remunerations 254,168 900,000
Meeting fees and expenses 355,559 235,363
609,727 1,135,363

23, RELATED PARTY TRANSACTIONS AND BALANCES
Following are details of major related party transactions during the year and its balances at the end of the year/peried:

Amount of

Balance as at
transactions for the year ended Balance as at 31 December
31 December 2009 31 December 2009 2008
Related party Nature of transactions SR SR SR
Board of directors Cansulting fees 1,469,441 269,441 244,000
Remunerations 254,163 254,168 900,000
Expenses 359,559 114,000 140,000
Key management  Short term benefits 5,543,706 1,500,000 700,000
Personnel End of service benefits 208,468 448,551 235,348
Others Consulting fees 92,000 92,000 150,000

Balances with related parfies are presented in statement of financiai position and note 16.

24, EARNINGS PER SHARE

Earmings per share for the year / period ended 31 December has been catculated by dividing net income for the year / period by the
ordinary issued and outsianding shares at the end of the year / period.

25, STATUTORY DEPOSIT

The Company has deposited an amount of SR 100 million with a local bank representing the statutory deposit of 10% of its paid-up
capital as required by the Implementing Regulations of the "Law On Supervision of Cooperative Insurance Companies” issted by the

Saudi Arabian Monetary Agency. This statutory deposit cannot be withdrawn without the consent of the Saudi Arabian Monetary
Agency.

26. NET DEFICIT FROM REINSURANCE OPERATIONS’ RESULTS

Net deficit from reinsurance operations’ results has been charged to siatement of shareholders' operafions. The total net deficit from
date of incorporation of the company to 31 December 2009 is as follows:

SR
For the pericd from 1 May 2008 to 31 December 2008 11,825,491
Far the year ended 31 December 2009 20,545,633
32,471,124

27. NET CLAIMS PAID

Net claims paid include all amounts paid and amounts received through claim portiolio transfers from insurance companies.
A respective provision is provided for such claim portfolio transfers in the outstanding claims.
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NOTES TO THE FINANCIAL STATEMENTS - Continued
For The Year Ended 31 December 2009

28, SEGMENTAL INFORMATION

The company has adopted [FRS 8 Operating Segments with effact from January 1, 2009. IFRS 8 requires cperating segments to be
identified on the basis of interal reports about components of the Company that are regularly reviewed by the chief decision maker in
order to allocate resources to the segments and to assess its performance in contrast, the predecessor standard 1AS 14, Segment
Reporting required an entity to identify two sets of segments (business and geographical), using a risks and reward approach, with the
entity's system of interal financial reporting to key management personal serving only as a starting point for the identification of such
segments. Following the adoption of IFRS 8 the identification of the Company's reportable segments has not changed.

Consistent with the Company’s intemal reporting process, business and geographical segments have been approved by Management in
respect of the Company's activities, assets and liabilities as stated below.

Segment results do not include: general and administrative expenses, and board of directors’ remuneration and expenses.

Segment assets do not include reinsurance operations cash and cash equivalents, prepaid expenses and other assefs, due from
shareholders’ operations, property and equipment, net.

Segment fiabilities do not include accrued expenses and ofher fiabilities, due to sharehciders operations, employees’ end of service
benefits and due to reinsurance operations.

281 Business segments
Engineering Fire Marine Motor Others Total
SR SR SR SR SR SR

For the year ended 31 December

2009
Reinsurance operations
Gross premiums written 14,535,833 21,528,634 9,291,060 3,016,685 2,680,909 51,053,121
Retroceded premiums (10,790,192)  (15,736,641) (6.471,647) - {1,766,578} (34,765,058)
Net premiums written 3,745,641 5791,993 2819413 3,016,685 914,333 16,288,065
Change in net unearned premiums (2,208,615) (2,598,936) (1,527,967) (1,131,958)  (478411) {7,945,887)
Net premiums eamed 1,537,026 3,193,067 1,291,446 1884727 435,822 8,342,178
Net claims paid {12,854) 1,767,244 (40,169)  (233,252) 194,211 1,675,140
Change in net outstanding claims (994,473} (4,403,2680)  (402,464)  (545834)  (405823) (6,751,654)
Gross acquisition costs {1,461,395) (2,512,400) (1,360,313)  (353,576)  (260,934) (5,948,618)
Commissions on retroceded business 1,296,580 2,214,448 1,085,270 - 211,896 4,508,194
Excess of loss expenses (459,432) (655,000)  {328,702) (96,056} (36,882) (1,578,162)
Net underwriting results (94,588) (396,001) 245,068 656,200 138,390 548,078
For the period from 1 May 2008

to 31 December 2008
Reinsurance operations
Gross premiums writien 2,469,105 669,491 79,350 - - 3,217,946
Retroceded premiums {2,061,229) (496,710 (85,812) - - {2,613.851)
Met premiums written 407,876 172,781 23438 - - 604,095
Change in net unearned premiums (377,359) (138,727) {17,231) - - {633,317)
Net premiums eamed 30,517 34,054 6,207 - - 70,778
Change in net outstanding claims {18,663} (21,620) (3.724) - - {44,007)
Gross acquisition costs (58,295) {29,313) {2.996) - - (80,604)
Commissions an retroceded husiness 57,914 27,679 2,272 - - 87,662
Excess of loss expenses - {142,813) (36,829)  {113,864) - (293,5086)
Net underwriting resulfs 11,470 {132,013) (35,070)  (113,864) - {269,477)
As at 31 December 2009
Segment assels 19,801,604 32,006,568 11,200,850 1,204,458 3,780,133 68,083,613
Segment liabilities 19,324,535 46,766,835 10,662,618 1,677,592 3,485,082 $1,916,662
As at 31 December 2008
Segment assels 4,306,150 50,900 128,545 - 5,365,685
Segment liabilities A4407,501  1,085425 126,778 5,619,734
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28. SEGMENTAL INFORMATION - Continued

282 Geographical segments

Other Middte
Kingdom of Eastern
Saudi Arahia countries Africa Total
SR SR SR SR

For the year ended 31 December 2009
Reinsurance operations
(ross premiums written 42,774,890 5,139,625 3,138,606 51,083,121
Retroceded premiums (29,465,055) (3,219,178} {2,080,823) {34,765,056)
Net premiums written 13,309,835 1,020,447 1,057,783 16,288,065
Change in net unearned premiums (6,773,504) (803,313 (369,070} (7,945,887)
Net premiums eamed 6,536,331 117134 688,713 8,342,178
Net claims paid 1,696,755 {15,383) (6,232) 1,675,140
Change in net outstanding claims {6,237,550) (339,258) (174,846) (6,751,654}
Gross acquisition costs (4,927.469) (447,592) (573,557) (5,948,618)
Commissions on retroceded business 3,990,743 365,615 451,838 4,808,194
Excess of loss expenses {1,223,882) (205412} (146,868} {1,576,162)
Net underwriting results (165,072) 475104 239,044 549,078
For the period from 1 May 2008

to 31 December 2008
Reinsurance operations
Gross premiums written 2,355,655 392,280 470,01 3,217,946
Retroceded premiums {1,871,994) {274.627) (367,230) {2,613,851)
Net premiums written 383,661 117,653 102,781 604,095
Change in nel uneamed premiums (350,415) (102,228} (80,674) (533,917
Net premiums eamed 33,246 15,425 2107 70,778
Change in net outstanding claims {21,137) (9,608) (13,264) {44,007}
Gross acquisiion costs {53,756) {14,783) (22,065) {90,604)
Commissions in retroceded business 53,396 13,012 21,454 87,862
Excess of loss expenses (293,506} - - (293,506)
Net underwriting results (281,757) 4,048 8,232 {269 477)
As at 31 December 2008
Reinsurance operations
Segment assefs 57,043,897 6,854,121 4,185,595 68,083,613
Segment liabilities 68,633,926 8,246,724 5,036,012 81,916,662
As at 31 December 2008
Reinsurance operations
Segment assets 4,190,064 580,690 614,841 5,385,585
Segment liabilities 4,210,392 634,312 775,030 561974
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29. RISK MANAGEMENT

Risk governance

The Company’s risk governance is manifested in a set of established policies, procedures and controls which uses the existing
organizational structure to meet strategic targats. The Company's philosophy revolves on willing and knowledgeable risk acceptance
commensurate with the risk appelite and a strategic plan approved by the Board of Directors. The Company is exposed to insurance,
retrocession, special commission rate, credit, Hquidity and currency risks.

Risk management structure ,
A cohesive organizational structure is estahlished within the Company in order to identify, assess, monitar and control risks.

Board of directors

The apex of risk governance is the centralized oversight of the Board of Directors providing direction and the necessary approvals of
strategies and policies in order to achieve defined corporate geals.

Senior management

Senior management is responsible for the day to day operations fowards achieving the sfrategic goals within the Company's
pre-defined risk appetite.

The risks faced by the Company and the way these risks are mitigated by management as follows.

29.1 Reinsurance risk

The risk from reinsurance business written is the risk that an insured event wilt occur including the uncertainty of the amount and
timing of any resulting claim. The principal risk the Company faces under such reinsurance contracts is that the actual claims and
benefit payments exceed the carrying amount of insurance liabifities. This is influenced by the frequency of claims, severity of claims,
actual benefits paid being greater than originally estimated and subsequent development of long-term claims.

The variability of risks is improved by the diversification of the risks written and the bulld up of a large portfolic of reinsurance
contracts, {inward business) as a more diversified portfolio is less likely to be affected across the board by change in any subset of the
portfolio. The variability of risks is also improved by a careful selection of inward business, by the underwriting guidelines as well as
the use of retrocession protection. The Company's underwriting strategy includes, but is not fimited tg, the following:

. Diversification in the type of accepted risks, and within each of these categories to achieve sufficiently large
population of risks to reduce the variahility of the expected outcome.

. Diversification of the underwriting risks in terms of type and amaunt of sisk, industry and geographical location.

A significant portion of the accepled reinsurance business is retroceded on a guota share and surplus basis with retention limits
varying by preduct line. Amounts recoverable frem refrocessianaires are estimated in a manner consisient with the assumptions used
for ascertaining the undertlying accepted palicy benefits and are presented in the balance sheet as reinsurance assets.

Although the Company has retrocession agresments, it is not relieved of its direct obligations to its ceding companies and thus a credit
exposure exists with respect to its refrocessionaires, to the extent that any retrocessionaire is unable to meet its obligations assumed
under such retrocession agreements.
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29. RISK MANAGEMENT - Confinued
291 Reinsurance risk - Continued
Geographical concentration of risk

The Company accepts reinsurance business from ceding companies in the Kingdom of Saudi Arabia, the Middle East and Africa. The
written premiums are distributed geographically as follows:

Forthe year ended 31 December 2009

Amount
S8R %
Kingdom of Saudi Arabia 42,774,850 84
Other Middle Eastern Countries 5,139,625 10
Africa 3,138,606 ]
51,053,129 100

Far the period from 1 May 2008
fo 31 December 2008

Amount
SR %
Kingdom of Saudi Arabia 2,355,655 73
Other Middle Eastern Countries 392,280 12
Africa 470,011 15
3,217,946 100

Key assumptions

The key assumptions underlying the liability estimates are the Company's esfimated ultimate loss ratio. The ullimate loss was
determined using actuarial methods.

Sensifivities

The analysis helow is performed for reasonably possible movements in key assumptions such as the ultimate loss ratio with all other
assumptions held constant showing the impact on net liabilities and net incorme as follows:

31 December 2009

Change in Net Impact on Impact on net
assumptions net liabilities income
SR SR
Ultimate loss ratio +10% 834,213 834,218
- 10% (834,218) (834,218}
31 December 2008
Change in Net Impact on tmpact on net
assumptions net liahilities Income
SR SR
. . + 0% 7,097 (7,087
Ultimate loss ratio T10% {7,007} 7007
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29, RISK MANAGEMENT - Continued

29.2 Retrocession risk

In order to minimize its financial exposure arising from iarge ¢laims, the Company, in the normal course of business, enters into
retrocession agreements with other pariies. Such refrocession agreements provide for higher underwriting capacity, and allow
management to contain exposure within the risk appetite of the Company. A significant partion of the retrocession is effected under
proportional treaties such as quata share and surpius and non-propartional treaties such as excess of loss.

To minimize its exposure to significant losses from refrocessionaire insclvencies, the Company evaluates the financial condition of its
retrocessionaires and monitors concentrations of credit risk arising from similar geographic regions, aclivities or ecenamic
characteristics of the retrocessionaire.

Retrocessionaires are selected using the following parameters and guidelines set by the Company's Board of Directors and
Reinsurance Committee. The criterfa may be summarized as follows:

a.  Minimum acceptable credit rating by recognized rating agencies (e.g. Standard & Poor's) that is not lower than BBB.
b. Reputation of particular retrocessionaire companies.
¢. Existing or past business experience with the retrocessionaire.

Furthermore, the financial strength, managerial and technical expertise as well as historical petformance, wherever applicable, are
theroughly reviewed by the Company and matched against a list of requirements pre-set by the Company's Board of Directors and
Reinsurance Committee before approving them as retrocessionaires.

Retrocession contracts do not relieve the Company from its obligations to ceding companies and as a result the Company remains
liable for the porticn of culstanding claims reinsured to the extent that the reirocessionaire fails to meet the obligations under the
retracession agreements.

29.3 Gredit risk

Credit risk is the risk that one parly will fail to discharge an obligation related to a financial instrument and cause the other party to
incur a financial Yoss.

For all classes of financial assets held by the Company, the maximum exposure to credit risk to the Company is the carrying value as
disclosed in the statement of financial position.

78 % of the Company’s receivables are due from four ceding companies as at 31 Decembar 2009.
However, the following policies and procedures are in place fo mitigate the Company's exposure fo credit risk:

. To minimize its exposure to significant losses from retrocessionaires insolvencies, the Company evaluates the
financial condition of its retrocessionaires counterparties. Accordingly, as a pre-requisite, the parties with whom
retrocession is effected are required to have a minimum acceptable security rating [evel affirming their financial
strength.

. The Company enters into inward insurance contracts with recognized, creditworthy third parties. In addition,
receivables from ceding companies are monitered on an ongoing basis in order to reduce the Company’s exposure
to bad debts.

. The Company seeks to limit credit risk with respect to ceding companies through moniforing cutstanding receivables.

. The Company, with respect fo credit risk arising from other financial assets, only deals with commercial hanks with
strong financial position and cradit ratings.
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293 Credit risk - Contivued

The table below shows the maximum exposure to credit risk for the components of the bafance sheef.

Cash and cash equivalents

Time deposit

Premiums receivable

Prepayments and other assets

Due from shareholders' operations

Retroceded share of cutstanding claims

Accrued special commission income from
time deposits

Accrued special commission income from
bonds

Investments held at fair value through
income statement

Held to maturity investments

Statutory deposit

31 December 2009

31 December 2008

The credit quality for held to maturity investments is as follows:

Standard and Poor's "AA-" fo "AA"
Standard and Poor's "A-" to "A+"
Moody's “Aa2®

SR SR
Reinsurance Reinsurance
Operations Sharegholders Onperations Shareholders
2,716,710 1,945,304 33,604 412,330,351
- 243,263,605 - 600,000,000
13,112,294 - 2,257,167 -
1,298,409 - 426,427 -
11,756,134 - 196,048 -
15,260,001 - 158,616
- 5,857,623 - 13,720,726
- 1,185,207 - -
- 573,632,717 -
- 115,706,278 - -
- 100,000,C0C - -
44,143,548 1,041,580,734 3,071,862 1,026,051,077

31 December
2609
SR

31 December
2008
SR

57,663,658
47,977,026
10,065,594

115,706,278

The used rating grades for investments are being adopted by Standard & Poar's and Moody's agencies.

28.4 Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments associated with financial

liabilities.

Liquidity requirements are monitored on a monthly basis and management ensures that sufficient liquid funds are available to meat

any commitments as they arise.

All time deposits held by the Company at the balance sheet date had criginal maturity periods between ona day and five years.
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29.4 Liquidity risk - Continued

Maturity profiles

The table below summarizes the maturity profile of the financial liabilities of the Company based on remaining expected undiscounted
contractual obfigations:

31 December 2009

Reinsurance operations Shareholders
Upto More than Upto More than .
one year one year Total one year one year Total
SR SR SR SR SR SR

LIABILITIES
Retrocession balances payable 17,243,405 - 17,243,405 - - -
Accrued retoceded premiums 8,041,644 - 8,041,644
Gross outstanding claims 22,055,663 - 22,055,663 - - -
Accrued expenses and other liabilities 4,499,186 - 4,499,186 - - -
Employees' end of service henefits - 609,949 609,949 - - -
Provision for zakat and income tax - - - 24,202,000 - 24,202,000
Due to reinsurance operations - - - 11,560,086 196,048 11,756,134

51,839,898 609,949 52,449,847 35,762,086 196,048 35,958,134

31 December 2008
Reinsurance operations Sharehclders
Upto More than Upto More than
one year one year Total one year one year Total
SR SR SR SR SR SR

LIABILITIES
Refrocession balances payable 1,913,175 1,913,175 - - -
Gross outstanding claims 202,623 202,623 - - -

Accrued expenses and other liabiliies 3,745,127 3,745,127 - - -
Employees’ end of service benefits - 366,532 366,532

Provision for income tax - - 329,606 - 329,606
Due to reinsurance operations - - - 196,048 - 196,048

5,860,925 366,532 6,227,457 525,654 525,654

Liquidity profile

None of the liabiliies in the balance sheets are hased on discounted cash flows and are all payable on a basis as set out above.

28.5 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates. The Company’s
fransactions are carried out in local and foreign currencies. Management belisves that there is no significant foreign currency
exposure since most of its transactions were performed in foreign currencies which are pegged to Saudi Riyal.

27



Saudi Reinsurance Company (A Saudi Joint Stock Company)

NOTES TO THE FINANCIAL STATEMENTS - Continued

For The Year Ended 31 December 2009
29, RISK MANAGEMENT - Continued

28.5 Gurrency risk - Continued

The table below represents the Company's assets and liabilities denominated in major currencies as follows:

31 Dacember 2009 SAR UsDh QAR AED EUR Other Total
SR SR SR SR SR SR SR

ASSETS
Reinsurance operations _
Cash and cash equivalenis 1,293,950 1,383,052 - 29,708 2,716,710
Premiums receivable 12,133,916 6,869 - - 46,106 925403 13,112,204
Accrued insurance premiums 10,916,810 134,050 32,836 182,971 13,163 976,740 12,256,370
Refroceded share of unearned

Premiums 19,968,169 - - - 19,968,169
Retroceded share of outstanding

Claims 14,298,616 374,300 6,315 96,587 56,807 427,576 15,260,001
Deferred acquisition costs 7.486,779 - - - - - 7.486,779
Prepayments and other assets 592,170 706,239 - - - . 1,298,409
Due from shareholders’ operations 11,756,134 - - - - 11,756,134
Property and equipment, net 3,170,931 - - - - 3,170,831
Shareholders
Cash and cash equivalents 1,945,304 - - - - - 1,945,304
Time deposits - 37,500,000 103,393,605 102,370,000 - - 243,263,505
Accrued special commission income

from time deposits - 100,173 2,699,147 3,058,303 - 5,857,623
Accrued special commission income

from bonds - 1,075,843 - - 108,364 - 1,185,207
Investments held at fair vaiue through

income slatement 573,632,717 - - - - - 573632,717
Held to maturity investments - 88,031,098 - - 7875180 - 115,706,278
Statutory deposit 100,000,000 - - - - - 100,000,000
Other assets 680,834 i i i ) i 630,334

129,321,624 106,131,703 105,707,861 27,930,128 2,329,719 1,129,297,365

757,876,330

31 December 2008

ASSETS

Reinsurance operations

Cash and cash equivalents

Premiums receivable

Refroceded share of unearned premiums
Refroceded share of outstanding claims
Deferred acquisition costs

Prepayments and other assets

Due from shareholders' operations
Property and equipment, net
Shareholders

Cash and cash equivalents

Time deposit

Accrued special commission income from time deposits

SAR UsSD Qther Total
SR SR SR SR

- 33,604 - 33,604
1,746,936 198,664 261,567 2,257,167
2,357,805 - - 2,357,805
158,616 - - 158,616
612,007 - - 612,007
426427 - - 426427
196,048 - - 196,048
2,966,901 722,818 - 3,689,716
412,330,351 - - 412,330,354
600,000,000 - - 600,000,000
13,720,726 - - 13,720,726
1,034,565,317 955,086 261,567 1,035,782,470
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31 December 2009

LIABILITIES

Reinsurance operations

Retrocession balances payable

Accrued retrocession premiums

Gross uneamed premiums

Gross outstanding claims

Unearned commission income

Accrued expenses and other
liabilities

Employees end of service
benefits

Shareholders

Provisicn for zakat and income
tax

Due to reinsurance operalions

Other liabilities

31 December 2008

LIABILITIES

Reinsurance operations
Retrocession balances payable
Gross uneamed pre miums
Gross outstanding claims
Unearned commission income

Accrued expenses and other liabilities
Employees end of service benefiis

Shareholders
Provision for income fax
Due to reinsurance operations

SAR Ush QAR AED EUR Other Total
SR SR SR SR SR SR SR
16,265,018 978,387 - - - - 17,243,405
7,164,968 92,495 24,753 129,373 9,416 620,634 8,041,644
28,447,374 - - - - - 28,447 374
20,557,303 583,881 9,522 143,677 74,472 686,808 22,055,663
6,128,576 - - - - - 6,128,576
4147711 82,033 - - 269,442 4,409,186
609,949 - - - - - 609,949
24,202,000 - - - - - 24,202,000
11,756,134 - - - - - 11,756,134
680,834 - - - - - 680,834
119,959,867 1,736,796 34,215 273,055 353,330 1,307,442 123,664,765
SAR Ush Other Total
SR SR SR SR
- 1,913,175 - 1,913,175
2,881,122 - - 2881122
202,623 - - 202,623
612,814 - - 612,814
3745127 - - 3,745,127
366,532 - - 366,532
329,606 - - 329,606
196,048 - - 196,048
8,343,872 1,913,175 - 10,257,047

298 Special commission rate risk

Special commission rate risk arises from the possibility that changes in special commission rates will affect future profitability or the fair
values of financial instruments. The company's management believes that there is no significant commissicn rate risk exposure since
all its commission bearing investments have fixed cormmission rate and are carried at amortized cost.
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29.7  Fund Price Risk

Fund price risk is the risk that the fair value of future cash flows of a fund will fluctuate because of changes in the net asset value (NAV)
being determined by fund managers.

The Company limits fund price risk by maintaining a diversified portfolie by having different types of funds (i.e. Money market fund and
commodity trading fund) and by monitoring of developments in fund markets.

A 5% change in the net asset value of funds, with all other variables held constant, would impact net income by increasef decrease of
SAR 28,681,636 (2008: Nil).

29.8 Capital management risk

Capital requirements are set and regulated by the Saudi Arabian Monetary Agency. These requirements are put in place to ensure
sufficient soivency margins. Further objectives are set by the Company to maintain healthy capital ratics in order to support its
business objectives and maximise sharehoiders’ value.

The Company manages its capital requirements by assessing shorifalls between reporied and required capital levels on a regular
basis. Adjustments to current capital levels are made in light of changes in market conditians and risk characteristics of the Company's
activities. In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders or
issue shares.

The table below summarizes the minimum regulatory capital of the Company and the total capital held:

2009 2008
SR SR
Total Capital held 1,005,632,600 1,025,525,423
Minimum regulatory capital 200,000,000 200,000,000

In the opinion of the Board of Directors, the Company has fully compliad with the externally imposed capitad requirements during the
reported financial period.

299 Regutatory framework risk
The operations of the Company are subject to local regulatory requirements in the Kingdom of Saudi Arabia. Such regulations nat only
prescribe approval and monitoring of activities but also impose certain restrictive provisiens e.q. capital adequacy to minimize the risk

of default and insolvency on the part of the reinsurance companies and to enable them to meet unforeseen liabilities as these arise.

30. CONTINGENT LIABILITY

The Company may be liable for contingent liabilities in respect of the period prior to incorporation. The Company belisves it is unlikely
that any such liability will arise.

3L COMPARATIVE FIGURES

Certain figures for the period from 1 May 2008 to 31 December 2008 have been reclassified to conform with the
presentation of the current year.

32. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements have been approved by the Board of Directers on 03 February 2010 comesponding to 19 Safar 1431 H.
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