
This Circular is developed by Walaa Insurance Company (hereinafter is referred to as “Walaa Insurance Company” or “Merging Company”) to its shareholders on 
increasing the capital of Walaa Insurance Company in order to merge SABB Takaful Company into Walaa Insurance Company and transferring all assets and liabilities 
of SABB Takaful Company to Walaa Insurance Company through a securities exchange offer (“Merger Transaction”).

Walaa Cooperative Insurance Co. (hereinafter is referred to as “Walaa Insurance Company” or “Merging Company”) has 
entered into a merger agreement with SABB Takaful Company (hereinafter is referred to as “SABB Takaful” or “Merged 
Company”) on 23/07/1443H (Corresponding to 24/02/2022G) (hereinafter is referred to as “Merger Agreement”) to 
merge SABB Takaful into Walaa Insurance Company by offering securities exchange without paying cash. The Merger 
Transaction is affected by increasing the capital of Walaa Insurance Company through issuing new ordinary shares 
(hereinafter is referred to as “New Shares” or “Consideration Shares”) in favor of SABB Takaful shareholders in accordance 
with this Circular (hereinafter is referred to as the “Circular” or “Shareholders’ Circular”), for merging SABB Takaful in 
Walaa Insurance Company (hereinafter is referred to as “Merger Transaction”). 

To increase the capital and close the Merger Transaction, the Extraordinary General Assembly of Walaa Insurance 
Company shall approve the Merger Transaction. The Extraordinary General Assembly of SABB Takaful shareholders shall 
also obtain the approval for the Merger Transaction during the Extraordinary General Assembly meeting that will be 
held for the purpose of the Merger Transaction. Noting that the Merger Transaction shall be subjected to the specified 
conditions in the Merger Agreement and shall be summarized in Section No. (6) of this Circular. Walaa Insurance Company 
announced on 26/07/1443H (corresponding to 27/02/2022G) that the company had signed a binding Merger Agreement 
with SABB Takaful and its firm intention to submit a securities exchange offer to transfer the assets and liabilities of SABB 
Takaful to Walaa Insurance Company

In the event that the Extraordinary General Assembly of both companies approved the Merger Transaction, Walaa 
Insurance Company shall issue (20,418,619) new fully paid ordinary shares representing (31.59%) of Walaa Insurance 
Company’s current capital (hereinafter is referred to as “New Shares” or “Consideration Shares”) in favor of SABB Takaful 
shareholders for merging SABB Takaful into Walaa Insurance Company with a nominal value of 10 Saudi Riyals per share 
for SABB Takaful shareholders by issuing (0.6005476176470590) shares in Walaa Insurance Company for each owned 
share in SABB Takaful (hereinafter is referred to as “exchange ratio”). This will require an increase in Walaa Insurance 
Company capital from (SAR 646,397,060) to (SAR 850,583,250) and an increase in the shares number from (64,639,706) 
ordinary shares to (85,058,325) ordinary shares. The owned percentage of SABB Takaful shareholders shall be 24.01% of 
Walaa Insurance Company capital after the capital increase. All the issued shares of Walaa Insurance Company has only 
one class and no shareholder benefits from any preferential voting rights. The Consideration Shares shall be issued from 
the same class of the issued shares in Walaa Insurance Company The total nominal value of the consideration shares 
is (SAR 204,186,190). The total market value of the consideration shares based on the exchange ratio and the closing 
price of Walaa Insurance Company’s share of (SAR 17.90) as on 22/07/1443H (corresponding to 23/02/2022G) (which is 
the last trading day prior to the Merger Agreement), is (SAR 365,493,280). The total market value of the consideration 
shares based on the exchange ratio and the closing price of Walaa Insurance Company’s share of (SAR 15.72) as on 
16/01/1444H (corresponding to 14/08/2022G) (according to the nearest trading day before publishing the circular), is 
(SAR 320,980,691). The total value of issuing new shares (as will be shown in the financial statements of Walaa Insurance 
Company) will be determined based on the closing price of Walaa Insurance Company shares on the last trading day prior 
to the completion date of the Merger Transaction. The SABB Takaful shareholders will not receive any cash consideration 
because of the Merger Transaction.

The Merger Transaction does not involve a Related Party transaction. All assets and liabilities of SABB Takaful will be 
transferred to Walaa Insurance Company in consideration for Walaa Insurance Company issuing new shares to SABB 
Takaful shareholders. After Effectiveness of the Merger Transaction Decision, SABB Takaful Shareholders will receive 
(0.6005476176470590) shares in Walaa Insurance Company for each owned share in SABB Takaful. Upon completion, 
new shares will be issued to SABB Takaful shareholders in Walaa Insurance Company All assets and liabilities of SABB 
Takaful will be transferred to Walaa Insurance Company, which will continue to exist. As for SABB Takaful, its shares will 
be canceled and expired after the end of the creditors’ objection period or the settlement of all creditors’ objections to 
the Merger Transaction (whichever comes later) in accordance with the provisions of Article No. (193) of Companies Law 
and after completing the cancellation procedures of the commercial register with the Ministry of Commerce. For further 
information on the Merger Transaction stages, see Section (“Important Dates and Milestones of Merger Transaction”).

Walaa Insurance Company was established as a Saudi Public Joint Stock Company by Council of Ministers Resolution 
No. (233), dated on 16/09/1427H (corresponding to 09/10/2006G) and Royal Decree No. (M/60), dated on 18/09/1427H 
(corresponding to 11/10/2006G). The Company has Commercial Register No. (2051034982) issued in Al-Khobar City on 
19/06/1428H (corresponding to 04/07/2007G) and holds a Service Investment License from the Ministry of Investment 
No. (12031026535), dated on 26/01/1426H (corresponding to 07/03/2005G). Its shares were listed on 03/07/1428H 
(corresponding to 17/07/2007G). Its Headquarter is in Adel Khashoggi Building, Custodian of the Two Holy Mosques Street, 
P.O. Box 31616 Khobar 31952 Kingdom of Saudi Arabia. The Company’s Current Capital is (SAR 646,397,060) six hundred 
and forty-six million, three hundred and ninety-seven thousand and sixty Saudi Riyals divided into (64,639,706) sixty-four 
million, six hundred and thirty-nine thousand, seven hundred and six shares with a nominal value of (SAR 10) ten Saudi 
Riyals per share (hereinafter is referred to each as “Current Share” and to all of them as “Current Shares”). All these shares 
are fully paid and are listed in the Saudi Stock Exchange Company (hereinafter is referred to as “Saudi Stock Exchange” 
or “Saudi Stock Exchange”). The shareholders number in Walaa Insurance Company on 06/11/1443H (corresponding to 
05/06/2022G) reached (37,130) shareholders. The Substantial Shareholders of Walaa Insurance Company are represented 
by American Life Insurance Company, which directly owns (3,551,911) shares of Walaa Insurance Company, representing 
(5.49%) of Walaa Insurance Company’s capital before increasing the capital (and does not own any indirect ownership 
ratio in Walaa Insurance Company). American Life Insurance Company’s direct ownership ratio will decrease from (5.49%) 
to (4.18%) in Walaa Insurance Company’s capital after increasing the capital. Therefore, American Life Insurance Company 
will not become a substantial shareholder in Walaa Insurance Company after increasing the capital of Walaa Insurance 
Company Its ownership ratio will be within the public ownership. In addition to the Arab National Bank, it directly owns 
(3,545,146) shares of Walaa Insurance Company, representing (5.48%) of Walaa Insurance Company’s capital before 
increasing the capital (and does not own any indirect ownership ratio in Walaa Insurance Company). ANB’s direct 
ownership ratio will decrease from (5.48%) to (4.17%) in Walaa Insurance Company’s capital after increasing the capital. 
Therefore, ANB will not become a substantial shareholder in Walaa Insurance Company after increasing the capital of 
Walaa Insurance Company Its ownership ratio will be within the public ownership. The direct ownership ratio of the 
Board of Directors Members and Senior Executives of Walaa Insurance Company is (4.69%) of Walaa Insurance Company’s 
capital before increasing the capital. The direct ownership ratio of the Board of Directors Members and Senior Executives 
of Walaa Insurance Company will decrease from (4.69%) to (3.56%) in Walaa Insurance Company’s capital after increasing 
the capital. The direct ownership ratio of Walaa Insurance Company’s non-public shareholders (not including Substantial 
Shareholders, Board of Directors Members and Senior Executives) is 1.32% of Walaa Insurance Company’s capital before 
the increasing capital. The direct ownership ratio of Walaa Insurance Company’s non-public shareholders (not including 
Substantial Shareholders, Board of Directors Members and Senior Executives) will decrease from (1.23%) to (0.93%) in 
Walaa Insurance Company’s capital after increasing the capital. The Public Ownership Ratio of Walaa Insurance Company 
is (83.11%) of Walaa Insurance Company’s capital before increasing the capital. The Public Ownership Ratio will decrease 
from (83.11%) to (79.90%) in the Walaa Insurance Company’s capital after increasing the capital. 

SABB Takaful was established as a Saudi Public Joint Stock Company under Royal Decree No. (M/60) dated on 18/09/1427H 
(corresponding to 11/10/2006G) and Ministerial Resolution No. (108), dated on 27/04/1428H (corresponding to 
15/05/2007G). The Company was established in Riyadh City under Commercial Register No. (1010234032) issued in 
Riyadh City on 20/05/1428H (corresponding to 06/06/2007G) and Insurance Business License from the Saudi Central 

Bank No. (V.M.N/5/20079), dated on 29/08/1428H (corresponding to 11/09/2007G). Its shares were listed on 01/06/1428H 
(corresponding to 16/06/2007G). Its Headquarter is in Riyadh City. The Company’s Current Capital is (SAR 340,000,000) 
divided into (34,000,000) shares with a nominal value of (SAR 10) Ten Saudi Riyals per share. All these shares are fully 
paid and are listed in the Saudi Stock Exchange Company (Saudi Stock Exchange). The Substantial Shareholders in 
SABB Takaful is represented by the Saudi British Bank (SABB), which directly owns (22,100,000) shares of SABB Takaful, 
representing (65%) of SABB Takaful capital (and does not own any indirect ownership ratio in SABB Takaful). The Saudi 
British Bank (SABB) does not own any shares in Walaa Insurance Company prior to the Merger Transaction (and will obtain 
(13,272,102) shares of Walaa Insurance Company, representing (15.60%) of Walaa Insurance Company’s capital after the 
Merger Transaction). The Saudi British Bank (SABB) will become a substantial shareholder in Walaa Insurance Company 
after increasing the capital. The public ownership represents 35% of SABB Takaful capital.

Implementation of the Merger Transaction is conditional upon, amongst other things, obtaining the approval of the 
Extraordinary General Assembly of Walaa Insurance Company and the approval of the Extraordinary General Assembly 
of SABB Takaful regarding the Merger Transaction. For further information about Merger Transaction Conditions and the 
necessary procedures for implementing the transaction, See Section No. (6) (“Legal Information”) of this Circular. If the 
Merger Resolution is approved by the requisite number of Walaa Insurance Company and SABB Takaful shareholders (at 
least three-fourths of the shares represented at the extraordinary general assembly meeting) and met all the stipulated 
and set out conditions in the Merger Agreement in Section No. (6) (“Legal Information”) of this Circular including the 
end of the creditors’ objection period or the settlement of all creditors’ objections to the Merger Transaction (whichever 
comes later) in accordance with the provisions of Article No. (193) of the Companies Law. Upon completion of Merger 
Transaction, the ownership ratio of all existing Walaa Insurance Company shareholders will be reduced to (75.99%), SABB 
Takaful will dissolve, all its shares will be canceled and all its assets and liabilities will be transferred to the merging 
company. For further information about the associated risks with this, See Section No. (2) (“Risks”) of this Circular. Upon 
completion of the Merger Transaction, all SABB Takaful shareholders (including those who voted or did not vote) will 
receive the new shares of the merging company in accordance with the exchange ratio. The owners of the new shares 
will have the same rights as the owners of the existing shares. 

Upon approving the Merger Transaction by the required requisite number of Walaa Insurance Company and SABB 
Takaful shareholders, the Merger Transaction decision will become effective after ending the creditors’ objection period 
or the settlement of all creditors’ objections to the Merger Transaction (whichever comes later) in accordance with the 
provisions of Article No. (193) (“Effectiveness of the Merger Transaction Decision” or “Effectiveness of the Merger 
Transaction”) of the Companies Law. The creditors’ objection period will start on the following day of the meeting of the 
Extraordinary General Assembly of SABB Takaful that approved the Merger Transaction. SABB Takaful creditors will be 
able to submit their objection to the Merger Transaction by registered letters sent to SABB Takaful. In this case, the Merger 
Transaction shall be suspended until the objecting creditor waives its objection to the Merger Transaction or until SABB 
Takaful has paid the debt if such debt was payable or submit adequate collateral for the repayment of such debt if such 
debt has not yet matured. Following the expiry of Creditor Objection Period and Effectiveness of the Merger Transaction 
Decision, the listing of SABB Takaful shares shall be canceled and the new shares shall be issued as marketable securities 
in favor of SABB Takaful shareholders in accordance with the shareholders’ register on the date of the Effectiveness of 
the Merger Transaction Decision and considering the settlement procedures (T+2) at the end of the second trading day 
following the last day of the Effectiveness of the Merger Transaction Decision. The new shares shall be deposited within 
a period not less than the third trading period after implementing the Merger Transaction Decision and not more than 
the sixth trading period after implementing the Merger Transaction Decision. Those shares shall be deposited in SABB 
Takaful shareholders’ portfolios with a number of (0.6005476176470590) shares in Walaa Insurance Company for each 
owned share in SABB Takaful. 

Walaa Insurance Company submitted a request to the Capital Market Authority to register and offer the issued new 
shares in favor of SABB Takaful shareholders and also submitted a request to Saudi Stock Exchange to list the new shares 
on Saudi Stock Exchange. All the requirements of the Capital Market Authority have been met in accordance with the 
provisions of offering securities law and continuing liabilities, considering the issuance of the necessary approvals for the 
Merger Transaction from the extraordinary general assembly of Walaa Insurance Company and the extraordinary general 
assembly of SABB Takaful after obtaining non-objection from the General Authority for Competition and approval of 
the Saudi Central Bank for the Merger Transaction, in addition to the approval of the Saudi Stock Exchange, the Capital 
Market Authority upon increasing the capital and approval of publishing the offer document. All requirements have been 
met to obtain the Authority’s approval to publish this circular, which was announced on the Capital Market Authority 
website on 12/01/1444H (corresponding to 10/08/2022G).  

All the Board of Directors members of Walaa Insurance Company, after taking the due diligence, believe that the Merger 
Transaction shall be for the interest of Walaa Insurance Company and the shareholders. This will contribute to enhancing 
its position in the insurance market in the Kingdom of Saudi Arabia, improving its financial position and achieving 
its strategy of increasing business and reducing the expenses ratio and increasing profits. Accordingly, the Board of 
Directors of Walaa Insurance Company recommends the shareholders to vote on the decision to increase the capital of 
Walaa Insurance Company for merging Walaa Insurance Company with SABB Takaful during the Extraordinary General 
Assembly meeting of Walaa Insurance Company 

With the exception of the below acknowledgment regarding the responsibility of the Board of Directors members of 
Walaa Insurance Company’s for the accuracy of the contained information in this circular, the Board of Directors members 
of Walaa Insurance Company shall not bear any responsibility for the accuracy and precision of the information relating to 
SABB Takaful contained in this circular. Noting that all the contained information in this circular relating to SABB Takaful 
is based on the provided information by SABB Takaful in addition to obtained information from SABB Takaful during 
the stage of Walaa Insurance Company with the help of its advisors studying the necessary professional care on SABB 
Takaful. SABB Takaful, in accordance with the Merger Agreement, shall guarantee to Walaa Insurance Company regarding 
the correctness and completeness of the provided information to Walaa Insurance Company upon conducting a study 
with the necessary professional care and until the approval date of the Merger Transaction. SABB Takaful shall guarantee 
that the provided information is non-misleading in all respects. SABB Takaful shall also guarantee under the Merger 
Agreement that SABB Takaful has not concealed any material information from Walaa Insurance Company

Shareholders shall read this circular fully and carefully and shall review all its sections, particularly Section (“Important 
Notice”) and Section No. (2) (“Risk Factors”) before voting at the Extraordinary General Assembly meeting of Walaa 
Insurance Company regarding the Merger Transaction. This circular is extremely important and requires the attention 
of shareholders. If any of the shareholders has any doubt regarding the content of this circular or regarding the taken 
actions and procedures, the concerned shareholder shall obtain special financial advice from an independent financial 
advisor licensed by the Capital Market Authority.

Walaa Insurance Company has appointed ALJAZIRA CAPITAL Company (hereinafter is referred to as “ALJAZIRA CAPITAL”) 
as a financial advisor in connection with the Merger Transaction.

المستشار المالي

Shareholders’ Circular

“This Circular includes information provided as part of the application for registration and offer of securities in compliance with the Rules on the Offer of Securities and Continuing Obligations issued by the Capital 
Market Authority in the Kingdom of Saudi Arabia (hereinafter is referred to as “the Authority”) and the application for listing of securities in compliance with the Listing Rules of the Capital Market. The Board of 
Directors Members of Walaa Insurance Company, collectively and individually, shall bear full responsibility for the accuracy of the contained information in this Circular. The Board of Directors Members of Walaa 
Insurance Company shall also confirm, after conducting all possible studies and having made all reasonable enquiries, there are no other facts the omission of which may make any statement herein misleading. 
The Authority and Saudi Stock Exchange shall not bear any responsibility for the contents of this Circular, shall not make any representation as to its accuracy or completeness, and shall expressly disclaim any 
liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this Circular”.

“This unofficial English language translation of the official Arabic language of the Circular. No reliance should be placed on this English translation, Which may not entirely reflect the official Arabic language 
Circular. In case of any differences between the two, the Arabic version shall prevail”.

This Circular was published on 17/01/1444H ,(Corresponding to 15/08/2022G).

Financial Advisor
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Important Notice
Walaa Insurance Company has prepared this circular in accordance with the requirements of Article No. (57) of the Rules 
on the Offer of Securities and Continuing Obligations to provide information to shareholders in connection with the 
submitted to SABB Takaful shareholders for merging the company in Walaa Insurance Company in return for issuing new 
shares to them in Walaa Insurance Company in accordance with the provisions of Articles No. (191), (192) and (193) of the 
Companies Law and the provisions of Article No. (49) (1) (a) of the Merger and Acquisition Regulations. 

This Circular contains detailed information relating to the Merger Transaction and relevant information thereto. This circular 
aims to provide information to Walaa Insurance Company shareholders about the Merger Transaction to enable them 
taking an informed decision when voting on the recommendation of the Board of Directors of Walaa Insurance Company 
to approve the Merger Transaction by increasing the capital for merging SABB Takaful into Walaa Insurance. Obtaining the 
approval of Walaa Insurance Company and SABB Takaful shareholders during the extraordinary general assembly meeting 
held for each company for voting on the transaction, which is a necessary step to complete the Merger. The vote of Walaa 
Insurance Company Shareholders on decisions of the Extraordinary General Assembly regarding the Merger will be made 
solely based on the contained information in this Circular. Shareholders can obtain copies of this circular from the Walaa 
Insurance Company headquarters or by visiting the Walaa Insurance Company website (www.walaa.com), Financial Advisor 
website (www.aljaziracapital.com.sa) or Capital Market Authority website (www.cma.org.sa).

The Capital Market Authority (CMA) and Saudi Stock Exchange shall not bear any responsibility for the contents of this 
Circular, shall not make any representation as to its accuracy or completeness, and shall expressly disclaim any liability 
whatsoever for any loss arising from, or incurred in reliance upon, any part of this Circular. 

The contained statements and information in this Circular are made as at the date of publishing this Circular, unless some 
other time is specified in relation to them. These statements and information may subject to change after its publication. 
This circular does not contain any text that can be considered as a prediction, planning or estimation of the current or 
future financial performance of Walaa Insurance Company No statements in this circular may be interpreted to mean that 
the earnings per share in the current or future financial periods will necessarily be in line with or exceed the published 
information in the previous financial statements of Walaa Insurance Company The appearing information and data in 
this Circular reflects the current point of view of the Walaa Insurance Company Board of Directors about the expected 
effects and its impact thereon following Completion. It is however not a guarantee of the financial performance of the 
Merging Company following Completion of the Merger Transaction. Noting that there are various factors could affect the 
performance of the Merging Company or the achieved results either positively or negatively. For further information, see 
Section No. (2) (“Risk Factors”) of this Circular.

According to the requirements of the Rules on the Offer of Securities and Continuing Obligations, Walaa Insurance 
Company will issue a supplementary shareholders circular at any time after this circular has been published and before 
the Extraordinary General Assembly of Walaa Insurance Company for the Merger Transaction, if Walaa Insurance Company 
becomes aware that there has been a significant change in material information contained in this Circular or additional 
significant matters have become known which would have been required to be included in this Circular. 

Walaa Insurance Company has not authorized any person to provide any information or statements or make any 
statements or explanations on behalf of Walaa Insurance Company’s Board of Directors, except as disclosed in this circular. 
Such information or statements issued by any third party shall not be relied on as having been authorized by Walaa 
Insurance Company, Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) or any of Walaa Insurance Company’s advisors 
in connection with the Merger. 

Walaa Insurance Company has appointed Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) as a financial advisor in 
connection with the Merger Transaction. Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) shall be subject to the laws 
and regulations in force in the Kingdom of Saudi Arabia. This company is licensed by the Capital Market Authority to do 
so, and is acting as an exclusive financial advisor to Walaa Insurance Company in the Merger Transaction. The company 
shall not work for any other party in the same transaction. Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) shall not 
be responsible for the correctness and accuracy of the contained information and data in this circular. Accordingly, Al 
ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) or any of its subsidiaries shall not bear any responsibility that may arise 
from the incorrectness, accuracy or completeness of any of the contained data or information in this circular. 

http://www.walaa.com
http://www.aljaziracapital.com.sa
http://www.cma.org.sa
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Forward-looking Expectations and Statements
This Circular contains certain forward-looking statements with respect to Walaa Insurance Company These forward-looking 
expectations and statements are not related to any historical or current facts. These future statements often use words such 
as “will”, “may”, “must”, “continue”, “believe”, “expect”, “intend”, “anticipate”, “intend”, “estimate”, “aim”, “plan”, “target”, “goal”, 
“should”, “would”, “could”, or other words of similar meaning or the negative thereof. Forward-looking statements involve 
risks and uncertainties that may cause actual results to differ materially from forward-looking statements and expectations. 
Many of these risks and uncertainties relate to factors and circumstances outside of Walaa Insurance Company’s control or 
ability to make accurate estimates such as future market conditions and the behavior of other market participants. Forward-
looking statements in this Circular include, without limitation, statements relating to the following: (1) preliminary synergy 
estimates, future capital expenditures, expenses, revenues, economic performance, financial conditions, dividend policy, 
losses and future prospects, (2) business and management strategies and the expansion and growth of the operations 
of Walaa Insurance Company following the Merger Transaction, and (3) the main stages and procedures relating to the 
Merger Transaction and the dates on which these events are expected to occur. Neither the forward-looking statements 
nor the objectives referred to in this Circular can be ascertained. The Company may not depend mainly on the forward-
looking statements and expectations set out in this circular. The advisors, whose names appear in Section “Walaa Insurance 
Company’s Directory” of this Circular, or any of their managers or employees shall not be liable for any direct or indirect 
loss or damage that any person may incur due to their reliance on any information included in the Circular, or the omission 
of any information not included in this Circular. None of the above-mentioned intends to update these forward-looking 
expectations and statements set out in this circular, except as required by law. 

These forward-looking statements involve known and unknown risks, uncertainties and other factors, which may 
cause the actual results, performance or achievements of any such person, industry results, strategies or events, to be 
materially different from any results, performance, and achievements or other events or factors expressed or implied by 
such forward-looking statements. Many of the risks and uncertainties relating to forward-looking statements are beyond 
Walaa Insurance Company’s abilities to control or estimate precisely, such as future market conditions and the behaviors 
of other market participants, and therefore undue reliance should not be placed on such statements. Forward-looking 
statements are not guarantees of future performance. They have not, unless otherwise indicated, been reviewed by the 
auditors of Walaa Insurance Company except in the referred cases. Forward-looking statements are based on numerous 
assumptions, including assumptions regarding the present and future business strategies of Walaa Insurance Company 
and the environment in which it will operate in the future. The contained information in this circular may subject to change, 
especially Walaa Insurance Company’s financial position and Walaa Insurance Company’s share price so that it could be 
negatively affected the future developments from economic factors such as inflation factors, other political factors or 
other factors outside the control of Walaa Insurance Company The publication of this Circular or any other oral or written 
information relating to Walaa Insurance Company’s shares shall not be considered as a guarantee, promise or obligation as 
to achieve any particular revenues or results. For further information about these risks, see Section No. (2) (“Risk Factors”) 
of this circular.

All forward-looking statements made by Walaa Insurance Company or any of the advisors whose names appear in Section 
(“Walaa Insurance Company’s Directory”) acting on behalf of Walaa Insurance Company in this Merger Transaction, 
whether written or oral, shall be restricted by the important notice contained in this Section of the circular. 

Publication and Distribution Restrictions 
This circular is addressed to Walaa Insurance Company Shareholders. This circular may not be published or distributed in 
any jurisdiction other than the Kingdom of Saudi Arabia or any other jurisdiction in which this circular is in violation of its 
laws. Walaa Insurance Company will not take any action allowing the issuance of the new shares in a jurisdiction other than 
the Kingdom of Saudi Arabia. Walaa Insurance Company Shareholders, who reside in a jurisdiction other than the Kingdom 
of Saudi Arabia, shall attend the Extraordinary General Assembly of Walaa Insurance Company in the Kingdom of Saudi 
Arabia or vote remotely, or appoint a representative to attend the Extraordinary General Assembly meeting and vote on 
their behalf. 
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Presentation of Financial and Other Information
The financial statements of Walaa Insurance Company for the financial years ending on December 31, 2018G, 2019G and 
2020G, and the unaudited financial statements for a period of 9 months of 2021G, have been prepared in accordance with 
the approved International Financial Reporting Standards (IFRS) in the Kingdom of Saudi Arabia. The contained financial 
statements in this circular are shall be based on the estimates of Walaa Insurance Company’s management. These financial 
statements have not been independently audited by accountants or others, except as expressly provided otherwise, and 
with the exception the stated matters to the contrary in this circular. All financial statements included in this circular are in 
Saudi Riyals (SAR). 

This circular has been prepared in accordance with the laws and regulations in force in the Kingdom of Saudi Arabia. The 
size, type and nature of the contained information therein may differ if this circular was prepared in accordance with the 
laws or regulations of jurisdictions other than the Kingdom of Saudi Arabia. Walaa Insurance Company does not intend 
to take any action to publish this circular or to register the proposed shares to be issued in any country other than the 
Kingdom of Saudi Arabia. This Merger Transaction relates to securities of Saudi joint stock companies listed on the Saudi 
Stock Exchange. Accordingly, this circular and any other documents or announcements relating to the Merger Transaction 
will be or have been prepared in accordance with the information disclosure requirements applicable in the Kingdom of 
Saudi Arabia only, which may differ from those applicable in other jurisdictions. 

No person may interpret or consider the contents of this circular as legal, financial, or tax advice, but in the event of any 
doubt, anyone who reads this circular shall refer to its own advisor regarding its content in the event of any doubt. We 
recommend that an independent financial advice shall be obtained from any independent financial advisor licensed by the 
Capital Market Authority and shall rely on its own review of the Merger Transaction to ensure the suitability of the Merger 
Transaction and the contained information in this circular to investment objectives and financial conditions. 

The contents of the Walaa Insurance Company’s website or the contents of any other website on which this circular is 
published, shall not form part of or complement the circular. Walaa Insurance Company’s advisors shall not bear any 
responsibility for the contents of these websites. 
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Walaa Insurance Company Directory
Walaa Insurance Company

Headquarters: Al Khobar, Adel Khashoggi Building,

Custodian of the Two Holy Mosques Street,

P. O. Box 31616 Khobar 31952

Kingdom of Saudi Arabia

Phone: +966138299380

Fax: +966138252255

Email: investors@walaa.com 

Website: www.walaa.com 

Walaa Insurance Company Representatives 

Name: Suleiman Abdul Aziz Al Tuwaijri 

Member of the Board of Directors

Building, Custodian of the Two Holy Mosques Street,

P. O. Box 31616 Khobar 31952

Kingdom of Saudi Arabia

Tel: +966112027770 (Ext.: 17770)

Fax: N/F

Email: dddsulaiman@gmail.com 

Name: Muhannad Mahmoud Al-Desouki

Chief Financial Officer

Building, Custodian of the Two Holy Mosques Street,

P. O. Box 31616 Khobar 31952 

Kingdom of Saudi Arabia

Tel: +966138299333 (ext.: 333) 

Fax: +966138652255 

Email: mohannad.d@walaa.com 

Financial Advisor to Walaa Insurance Company 

Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”)

Riyadh, King Fahd Road, P. O. Box 20438 Riyadh 11455

Kingdom of Saudi Arabia

Tel: +966112256000

Fax: +966112256182

Website: www.aljaziracapital.com.sa 

Email: contactus@aljaziracapital.com.sa 

Legal Advisor to Walaa Insurance Company 

Khalif Al-Enezee Law Office

Al Maather Street, Futuro Tower, 3rd Floor,

P. O. Box 69171 Riyadh 11547

Kingdom of Saudi Arabia

Tel: +966112767372

Fax: +966112766960

Website: www.ekplegal.com 

Email: info@ekplegal.com 

mailto:investors@walaa.com
http://www.walaa.com
mailto:dddsulaiman@gmail.com
mailto:mohannad.d@walaa.com
http://www.aljaziracapital.com.sa
mailto:contactus@aljaziracapital.com.sa
http://www.ekplegal.com
mailto:info@ekplegal.com
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Financial and Tax Due Diligence Advisor to Walaa Insurance Company

PricewaterhouseCoopers

Kingdom Tower, 21th Floor

P. O. Box 13934, Riyadh 11414

Kingdom of Saudi Arabia

Phone: +966112110400

Fax: +966112110250

Website: www.pwc.com/me 

Email: khalid.mahdhar@pwc.com 

Actuarial Due Diligence Advisor to Walaa Insurance Company

BADRI Management Consultancy FZCO

Dubai, P. O. Box 341486 United Arab Emirates (UAE)

Phone: +966562284707

Fax: +97143207260

Email: Hasham.piperdy@badriconsultancy.com

Website: www.badriconsultancy.com 

Auditors to Walaa Insurance Company

El Sayed El Ayouty & Co. –Certified Public Auditors

P. O. Box (780), Jeddah (21421) Kingdom of Saudi Arabia

Phone: (+966126693478) 

Fax: (+966126602432) 

Email: jeddah@elayouty.com

Website: www.elayouty.com

Crowe Global / AlAzem, AlSudairy, AlShaikh & Partners -Certified 
Public Auditors

P. O. Box (10504), Riyadh (11443) Kingdom of Saudi Arabia

Phone: +966 11 2175000

Fax: +966 11 2176000

Email: info@crowe.sa 

Website: http://www.crowe.com/sa

Pro-forma Financial Statements Accountant to Walaa Insurance Company

Baker Tilly MKM & Co. Chartered Auditors

King Faisal Street, Diwan Building -Office 310

P. O. Box 34422 Khobar

Kingdom of Saudi Arabia

Phone: +966138300906

Fax: +96613834582

Website: www.bakertillyjfc.com

Email: info@bakertillyjfc.com 

All the advisors and chartered accountants named above have given their written consent to publish their names, logos 
and statements in accordance with the contained context in this circular. None of them has withdrawn this consent until 
the date of this circular. They do not have any shares or interest of any kind in Walaa Insurance Company as on the date of 
this circular.

http://www.pwc.com/me
mailto:khalid.mahdhar@pwc.com
mailto:Hasham.piperdy@badriconsultancy.com
http://www.badriconsultancy.com
mailto:jeddah@elayouty.com
http://www.elayouty.com
mailto:info@crowe.sa
http://www.crowe.com/sa
http://www.bakertillyjfc.com
mailto:info@bakertillyjfc.com
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Industry and Market Data
The contained information and data in this circular about the insurance sector in the Kingdom were obtained as a result 
of research on the insurance market derived from publicly available information. The Walaa Insurance Company Board of 
Directors believes that the contained information in this circular was obtained from reliable sources. Although there is no 
reason to believe that this information lacks accuracy in its essence, the members of the Walaa Insurance Company’s Board 
of Directors and the advisors whose names appear above have not verified the validity and accuracy of this information 
and data. Therefore, its accuracy or completeness cannot be guaranteed. In addition, the studies, reports and market 
research that Walaa Insurance Company’s management are considered reliable and used in this circular, have not been 
verified. Walaa Insurance Company’s management does not provide any assurance or guarantees about the accuracy 
of this information. The information derived from the Central Bank report and the reports of the General Authority for 
Statistics that were used in this circular are publicly available, and therefore no approval is required to use this information. 

The Industry and Market Data of third parties that were used in this circular include all of the following:

Saudi Central Bank (“SAMA”)

P. O. Box 2922 Riyadh 11169

Kingdom of Saudi Arabia

Phone: 00966114633000

Fax: 00966114662966

Email: info@sama.gov.sa 

Website: www.sama.gov.sa 

The Saudi Central Bank (“SAMA”) is the central bank of the Kingdom of Saudi Arabia. It 
was established in 1372H (1952G) to carry out a number of tasks, the most important 
of which are:

 x Issuing the national currency (Saudi Riyal) (SAR) and consolidating its value inside 
and outside the Kingdom.

 x Supervising cooperative insurance companies and insurance-related liberal 
professions companies.

 x Acting as the government bank and supervising commercial banks.

 x Managing the country’s foreign exchange reserves.

 x Managing monetary policy to maintain price and exchange rate stability.

 x Encouraging the growth of the financial and banking system and ensuring its 
integrity.

The derived information from the Saudi Central Bank report that was used in this 
circular is publicly available information. Therefore, no approval is required to use this 
information.

General Authority for Statistics

Prince Abdul Rahman Abdul Aziz Al Saud 
Street –Riyadh - Al-Murabba District

P. O. Box 3735, Postal Code 11481

Kingsom of Saudi Arabia

Phone: 00966114014138

Fax: 00966114059493

Email: info@stats.gov.sa

Website: www.stats.gov.sa

The General Authority for Statistics was established in 1379H, corresponding to 1960G in 
the name of the “Department of General Statistics and Information” before changing its 
name in 1436H corresponding to 2015G to become the “General Authority for Statistics”.

The General Authority for Statistics is the only official statistical reference for obtaining 
statistical data and information in the Kingdom of Saudi Arabia. The General Authority 
for Statistics implements all statistical work and technical supervision of the statistical 
sector. It also supervises the implementation of the national strategy for statistical work. 
The following are some of the entrusted tasks to the General Authority for Statistics:

 x Implementing the statistical work as the sole and official reference for supervising 
and regulating the statistical sector.

 x Preparing the national strategy for the statistical work in the Kingdom of Saudi Arabia 
in coordination with the relevant authorities. Following up on its implementation 
after its approval and proposing to update it periodically.

 x Applying internationally recognized standards that include statistical work 
methodology, conducting studies and research, analyze data and information, and 
document and preserving all such information and data.

 x Collecting data and statistical information covering all aspects of life in the Kingdom 
of Saudi Arabia from its multiple sources. 

The derived information from the General Authority for Statistics report that was used 
in this circular is publicly available information. Therefore, no approval is required to use 
this information.

mailto:info@sama.gov.sa
mailto:info@stats.gov.sa
http://www.stats.gov.sa
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Saudi Stock Exchange 

King Fahd Road - Olaya 6897

Unit No. (15)

Riyadh 12211 -3388

Kingdom of Saudi Arabia

Phone: 00966920001919

Email: csc@Saudi Stock Exchange.com.sa

Website: Tadawul.com.sa 

The Saudi Stock Exchange was established in 1428H (corresponding to 2007G). Saudi 
Stock Exchange is the only authorized entity to operate as a securities exchange in the 
Kingdom of Saudi Arabia, where it lists and trades securities. Saudi Stock Exchange is 
the official source of all information related to the Saudi stock market. 

mailto:csc@tadawul.com.sa
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Summary of the Merger 
The Merger Transaction Summary set out below shall provide Walaa Insurance Company’s shareholders with an overview 
of the Merger Transaction. This summary does not include all the information that may be important for shareholders to 
be able to vote during the extraordinary general assembly meeting of Walaa Insurance Company regarding the Merger 
Transaction. All shareholders shall consider this summary as just an overview showing information related to the Merger 
Transaction. Shareholders shall read this circular in its entirety and carefully review all the information and data mentioned 
therein, to be able to take any decision related to voting on the items of the Extraordinary General Assembly of Walaa 
Insurance Company regarding the Merger Transaction.

Summary and Details of the Merger Transaction 

Name, 
Description and 
Incorporation 
Information of 
the Merging 
Company:

Walaa Cooperative Insurance Company was established as a Saudi Public Joint Stock Company by Council of 
Ministers Resolution No. (233), dated on 16/09/1427H (corresponding to 09/10/2006G) and Royal Decree No. 
(M/60), dated on 18/09/1427H (corresponding to 11/10/2006G).

The Company has Commercial Register No. (2051034982) issued in Al-Khobar City on 19/06/1428H 
(corresponding to 04/07/2007G). Walaa Insurance Company has obtained a license to practice insurance activity 
from the Saudi Central Bank No. (V.M.N/16/20087), dated on 28/06/1429H (corresponding to 02/07/2008G). It’s 
Headquarter located in Adel Khashoggi Building, Custodian of the Two Holy Mosques Street, P.O. Box 31616 
Khobar 31952 Kingdom of Saudi Arabia.

Activity of 
Walaa Insurance 
Company

The activities of Walaa Insurance Company, according to its commercial register, are as follows:

1. Protection Insurance with Savings

2. Health Insurance

3. General Insurance 

4. Reinsurance 

Substantial 
Shareholders in 
Walaa Insurance 
Company, the 
number of their 
shares and their 
ownership ratio 
before and 
after the Capital 
Increase

The following table shows the details of the ownership of the substantial shareholders in Walaa Insurance 
Company before and after the capital increase, as on 06/11/1443H (corresponding to 05/06/2022G):

Shareholder

Before Capital Increase –Walaa Insurance 
Company

After Capital Increase –Walaa Insurance 
Company

N
um

be
r o

f S
ha

re
s 

(D
ir

ec
tl

y 
O

w
ne

d)

D
ir

ec
t O

w
ne

rs
hi

p 
Ra

ti
o

In
di

re
ct

 O
w

ne
rs

hi
p 

Ra
ti

o

To
ta

l O
w

ne
rs

hi
p 

Ra
ti

o 
(D

ir
ec

t a
nd

 In
di

re
ct

)

N
um

be
r o

f S
ha

re
s 

(In
di

re
ct

ly
 O

w
ne

d)

D
ir

ec
t O

w
ne

rs
hi

p 
Ra

ti
o

In
di

re
ct

 O
w

ne
rs

hi
p 

Ra
ti

o

To
ta

l O
w

ne
rs

hi
p 

Ra
ti

o 
(D

ir
ec

t a
nd

 In
di

re
ct

)

American Life 
Insurance 
Company*

3,551,911 5.49% N/F 5.49% 3,551,911 4.18% N/F 4.18%

Arab National 
Bank (ANB) **

3,545,146 5.48% 4.17% 5.48% 3,545,146 4.17% N/F 4.17%

Saudi British 
Bank (SAAB) N/F 13,272,102 15.60% 15.60% 15.60%

Total 7,097,057 10.98% N/A 13,272,102 15.60% N/A
Source: Walaa Insurance Company 

* American Life Insurance Company’s direct ownership ratio will decrease from (5.49%) to (4.18%) of the Walaa Insurance Company’s 
capital after the capital increase. Therefore, the company will not become a substantial shareholder in Walaa Insurance Company 
after the capital increase. Its ownership ratio will be calculated within the ownership of the public.

** Arab National Bank (ANB) direct ownership ratio will decrease from (5.48%) to (4.17%) of the Walaa Insurance Company’s capital 
after the capital increase. Therefore, the company will not become a substantial shareholder in Walaa Insurance Company after the 
capital increase. Its ownership ratio will be calculated within the ownership of the public.

Walaa Insurance 
Company Capital 

(SAR 646,397,060) Only six hundred and forty-six million, three hundred and ninety-seven thousand and sixty 
Saudi Riyals. 

Total Number of 
Walaa Insurance 
Company Shares

(64,639,706) Only sixty-four million, six hundred and thirty-nine thousand, seven hundred and six shares
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Summary and Details of the Merger Transaction 

Class of the 
outstanding 
shares in Walaa 
Insurance 
Company

Ordinary Shares.

Shares Nominal 
Value in Walaa 
Insurance 
Company

(SAR 10) Ten Saudi Riyals per share fully paid.

Total Number of 
New Shares to 
be Issued to the 
Shareholders of 
SABB Takaful

20,418,619

New Shares 
Ratio of Walaa 
Insurance 
Company 
Existing Share 

The new shares will represent 31.59% of the existing capital of Walaa Insurance Company

Issuance Price of 
the New Shares (SAR 10) Ten Saudi Riyals per share

Total Value of the 
Issuance of the 
New Shares

The nominal value of each New Share is SAR (10) per share. The issuance value of each New Share (as will be 
recorded on the financial statements of Walaa Insurance Company) will be determined at a later stage based on 
the closing price of Walaa Insurance Company share on the last trading day prior to Completion. The total market 
value of the New Shares based on the exchange ratio and the closing price of Walaa Insurance Company’s 
share of (SAR 17.90) as on 22/07/1443H (corresponding to 23/02/2022G) (which is the last trading day prior to 
Completion Merger Agreement) is (SAR 365,493,280). The total market value of the New Shares based on the 
exchange ratio and the closing price of Walaa Insurance Company’s share of (SAR 15.72) as on 16/01/1444H 
(corresponding to 14/08/2022G) (in accordance with the nearest trading day before publishing the circular) is 
(SAR 320,980,691). 

Description 
of the Merger 
Transaction

Walaa Insurance Company will make an offer to SABB Takaful shareholders for merging SABB Takaful into Walaa 
Insurance Company and transferring all its assets and liabilities to Walaa Insurance Company, in return for Walaa 
Insurance Company issuing New Shares for the benefit of SABB Takaful shareholders by increasing the capital of 
Walaa Insurance Company from six hundred and forty six million, three hundred and ninety seven thousand and 
sixty Saudi Riyals (SAR 646,397,060) to eight hundred and fifty million, five hundred and eighty three thousand, 
two hundred and fifty Saudi Riyals (SAR 850,583,250) by issuing (20,418,619) new shares, thus, the number of its 
shares increased to (85,058,325) shares, an increase of (31.59%) of the capital before issuing the new shares.

After completion of the Merger Transaction, Walaa Insurance Company will continue to exist and will become 
the merging company. As for SABB Takaful, it will cease, its shares and commercial registration will be cancelled, 
and all the issued licenses will be cancelled.

Name, 
Description and 
Incorporation 
Information 
of the Merged 
Company:

SABB Takaful was established as a Saudi Public Joint Stock Company under Royal Decree No. (M/60) dated on 
18/09/1427H (corresponding to 11/10/2006G) and Ministerial Resolution No. (108), dated on 27/04/1428H 
(corresponding to 15/05/2007G). The Company was established in Riyadh City under Commercial Register 
No. (1010234032) issued in Riyadh City on 20/05/1428H (corresponding to 06/06/2007G) and Insurance 
Business License from the Saudi Central Bank No. (V.M.N/5/20079), dated on 29/08/1428H (corresponding to 
11/09/2007G). Its shares were listed on 01/06/1428H (corresponding to 16/06/2007G). Its Headquarter is in 
Riyadh City. The Company’s Current Capital is (SAR 340,000,000) divided into (34,000,000) shares with a nominal 
value of (SAR 10) Ten Saudi Riyals per share. All these shares are fully paid and are listed in Saudi Stock Exchange.

Activity of SABB 
Takaful (Merged 
Company)

The activities of SABB Takaful, according to its commercial register, are as follows:

1. Protection Insurance with Savings

2. General Insurance 
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Summary and Details of the Merger Transaction 

Substantial 
Shareholders in 
SABB Takaful, 
the number of 
their shares and 
their ownership 
ratio before and 
after the Capital 
Increase

The following table shows the ownership details of the substantial shareholders in SABB Takaful before and after 
the capital increase:

Shareholder

Before Capital Increase – SABB Takaful After Capital Increase – SABB Takaful
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Saudi British 
Bank (SAAB) 22,100,000 65% N/F 65% Not Applied, as the commercial register of 

SABB Takaful will be expired and be canceled 
and its shares will be cancelled. Total 22,100,000 65% N/A

Source: SABB Takaful 

Capital of SABB 
Takaful (Merged 
Company) 

(SAR 340,000,000) three hundred and forty million Saudi Riyals.

SABB Takaful 
(Merged 
Company) 
Number of 
Shares 

(34,000,000) thirty-four million Ordinary Shares, with a nominal value of (SAR 10), fully paid.

Related Parties The Merger Transaction does not involve the presence of any related parties.

Total and 
Detailed 
Value of the 
Consideration

The only consideration for the Merger Transaction is that Walaa Insurance Company will issue new shares 
on the effective date exclusively for all SABB Takaful shareholders in exchange for transferring the assets 
and liabilities of SABB Takaful to Walaa Insurance Company at the share exchange ratio specified as follows, 
(0.6005476176470590) shares of Walaa Insurance Company for each share of SABB Takaful. The nominal value 
of each Consideration Share is (SAR 204,186,190). The total market value of the Consideration Shares based on 
the exchange ratio and the closing price of Walaa Insurance Company’s share of (SAR 17.90) as on 23/02/2022G 
(which is the last trading day prior to Completion Merger Agreement) is (SAR 365,493,280). The total market 
value of the Consideration Shares based on the exchange ratio and the closing price of Walaa Insurance 
Company’s share of (SAR 15.72) as on 16/01/1444H (corresponding to 14/08/2022G) (in accordance with the 
nearest trading day before publishing the circular) is (SAR 320,980,691). The issuance total value of consideration 
shares (as will be recorded in the financial statements of Walaa Insurance Company) will be determined later 
and based on the closing price of Walaa Insurance Company shares on the last trading day prior the date of 
completion of the Merger Transaction. SABB Takaful Shareholders will not receive any cash consideration arising 
from the Merger Transaction.

Merger 
Transaction 
Structure

Walaa Insurance Company will increase its capital for the Merger Transaction with SABB Takaful by transferring 
all the assets and liabilities of SABB Takaful to Walaa Insurance Company in return for Walaa Insurance Company 
issuing (20,418,619) new ordinary shares to SABB Takaful shareholders as consideration, after obtaining the 
necessary approvals to complete the Merger Transaction. After the Merger Transaction, the direct ownership 
ratio of Walaa Insurance Company shareholders in the merging company will be (75.99%). While the direct 
ownership ratio of SABB Takaful shareholders in the merging company is (24.01%).
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Summary and Details of the Merger Transaction 

Ownership 
Structure in 
Walaa Insurance 
Company before 
and after the 
capital increase

The following table shows the details of ownership in Walaa Insurance Company before and after the capital 
increase, as on 06/11/1443H (corresponding to 05/06/2022G):

Shareholder

Before Capital Increase –Walaa Insurance 
Company

After Capital Increase –Walaa Insurance 
Company
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American Life 
Insurance 
Company*

3,551,911 5.49% N/F 5.49% 3,551,911 4.18% N/F 4.18%

Arab National 
Bank (ANB) **

3,545,146 5.48% N/F 5.48% 3,545,146 4.17% N/F 4.17%

Board Members 
and Senior 
Executives of 
Walaa Insurance 
Company ***

3,030,421 4.69% 1.23% 5.91% 3,030,421 3.56% 0.93% 4.49%

Non-public 
shareholders of 
Walaa Insurance 
Company 
(not including 
substantial 
shareholders, 
board members 
and senior 
executives)

792,340 1.23% N/A 1.23% 792,340 0.93% N/A 0.93%

Saudi British Bank 
(SAAB) N/F 13,272,102 15.60% N/F 15.60%

Board Members 
and Senior 
Executives of 
SABB Takaful ***

N/F

Public 53,719,888 83.11% N/A 67,963,462 79.90% N/A

Total 64,639,706 100% N/A 85,058,325 100% N/A
Source: Walaa Insurance Company

* American Life Insurance Company’s direct ownership ratio will decrease from (5.49%) to (4.18%) of the Walaa Insurance Company’s 
capital after the capital increase. Therefore, the company will not become a substantial shareholder in Walaa Insurance Company 
after the capital increase. Its ownership ratio will be calculated within the ownership of the public.

** Arab National Bank (ANB) direct ownership ratio will decrease from (5.48%) to (4.17%) of the Walaa Insurance Company’s capital 
after the capital increase. Therefore, the company will not become a substantial shareholder in Walaa Insurance Company after the 
capital increase. Its ownership ratio will be calculated within the ownership of the public. 

*** The indirect ownership of the members of the Board of Directors arises from the indirect ownership of Khalifa Abdul Latif Al 
Melhem - a member of the Board of Directors – arising from his direct and indirect ownership in Khalifa Abdul Latif Al Melhem 
Company Ltd., the direct ownership of Mohammad Khalifa Al Melhem and Abdul Aziz Khalifa Al Melhem (sons of Khalifa Abdullatif 
Al Melhem), the direct ownership of Fahd Suleiman Mohammad Balghunaim (father of Hatem Fahd Balghunaim - a member of 
the board of directors), the direct ownership of Abdul Elah Al-Juaid (wife of Hatem Fahd Balghunaim), and the direct ownership of 
Abdul Latif Hamad Al-Jabr (the father of Hisham Abdel Latif Al-Jabr - a member of the Board of Directors).
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Summary and Details of the Merger Transaction 

Ownership 
Structure in 
SABB Takaful 
before and 
after the capital 
increase

The following table shows the details of ownership in SABB Takaful before and after the capital increase:

Shareholder

Before Capital Increase – SABB Takaful After Capital Increase – SABB Takaful
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Saudi British 
Bank (SAAB) 22,100,000 65% N/F 65%

Not Applied, as the commercial register of 
SABB Takaful will be expired and be canceled 
and its shares listing will be cancelled.

Board Members 
and Senior 
Executives of 
SABB Takaful

N/F

Public 11,900,00 45% N/A

Total 34,000,000 100% N/A
Source: SAAB Takaful Company

Decrease in the 
Ownership Ratio 
of the Current 
Shareholders in 
Walaa Insurance 
Company 
because of the 
Capital Increase

After completing the Merger Transaction, the ownership ratio of the existing shareholders in Walaa Insurance 
Company will decrease from (100%) to (75.99%), i.e. a decrease of (24.01%). 

Statement of 
the Increase 
or Decrease in 
Earnings per 
Share

If the desired benefits from the mentioned Merger Transaction in Section No. (4.2.2) of this circular are realized, 
and if the business merger is successful, it is expected that the Merger Transaction will lead to an increase in 
earnings per share in the end. The main reasons that may contribute to increasing profitability on the fact that 
the merging company may be able to obtain a higher volume of business at more rational costs when the 
business merger is completed. Shareholders shall not rely on expectations related to an increase in earnings 
per share for realizing the desired benefits from the Merger Transaction when making their decision to vote on 
Merger Transaction decisions and shall not rely entirely on the forward-looking expectations and statements. 
These statements shall not be considered as confirmation that the earing per share of the merging company 
will be equal to or greater than the earnings per share of Walaa Insurance Company for the previous financial 
periods.

The following table shows the earnings per share for Walaa Insurance Company and SABB Takaful before the 
Merger Transaction and the pro-forma earnings per share after the merger (based on the Pro-forma Financial 
Statements as if the Merger Transaction took place on January 1, 2020G):

Walaa Insurance 2020G SABB Takaful 2020G Unified Pro-forma 
2020G

Earnings per Share (SAR) 0.82 (0.92) 0.24

For further information about the increase and decrease in earnings per share, see Section No. (4.9) (Increase or 
Decrease in Earnings per Share because of Merger Transaction).
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Summary and Details of the Merger Transaction 

Reasons for 
Merger

The main drivers of the merger revolve around competitive market share in the insurance sector, which is 
currently divided among 28 insurance companies. According to the Saudi Insurance Market Report for 2021G 
issued by the Saudi Central Bank, the 8 largest insurance companies accounted for 77.2% of the total insurance 
premiums written in 2021G, amounting to 42.03 billion Saudi Riyals. The market share of Walaa Insurance 
Company accounted for (5.6%) of the total written premiums in 2021G, the market share of SABB Takaful 
amounted to (0.5%) in the same year, and the combined market share of Walaa Insurance Company and SABB 
Takaful amounted to (6.1%). The insurance sector in the Kingdom of Saudi Arabia witnessed in 2020G, 2021G 
and the current year 2022G, several completed mergers between insurance companies, in addition to the 
announcement of two mergers that are still ongoing. The insurance sector is expected to witness more mergers, 
and given that one of the initiatives of the Financial Sector Development Program included encouraging and 
facilitating mergers in the insurance sector, which aims to sustain the sector’s growth, stability and durability, 
increase its contribution to the Gross Domestic Product (GDP), diversify and digitize its products, and enhance 
innovation and competition. The proposed Merger Transaction of Walaa Insurance Company with SABB Takaful 
is expected to contribute to acquiring a larger market share, thus enhancing the competitive position of the 
merging company upon completion of the Merger Transaction. The members of the Board of Directors of Walaa 
Insurance Company believe that the experience possessed by the SABB Takaful team in terms of protection and 
savings insurance will add a positive point to improving the market share of the merging company with regard 
to the protection and savings insurance market in particular.

The motives of the Merger Transaction are summarized, for example, but not limited to the following:

 x Increasing and diversifying the customer base,

 x Improving the ability of the merging company to invest its fund,

 x Reducing the ratio of operating expenses to gross written premiums,

 x Improving the merging company’s ability to negotiate rates with reinsurers,

 x The ability of the merging company to provide insurance products covering all insurance sectors, especially 
the protection and savings insurance sector for individuals,

 x Enhancing the geographical spread of the merging company’s business, specifically in the Central District,

 x Improving the capital of the merging company,

 x Providing insurance products at more competitive prices in the long term,

 x The ability of the merging company to maintain the current assessment in the short term and obtain a 
better assessment in the long term, by international financial rating agencies,

 x Benefiting from the integration of administrative and technical expertise that may arise from the business 
merger, and

 x Strengthening banking insurance sales channels and expanding the scope of marketing and selling 
insurance products through banks.

For further information about the reasons and motives for the Merger Transaction, see Section No. (4.2) “The 
Motives of the Merger Transaction and the Implications for the Walaa Insurance Company” of this circular.

Summary of the 
Required Actions 
and Procedures

The main steps for completing the Merger Transaction are as follows:

 x Publishing the invitation to hold the extraordinary general assembly of Walaa Insurance Company and SABB 
Takaful for the Merger Transaction.

 x Approval of Walaa Insurance Company shareholders during the extraordinary general assembly meeting of 
the Merger Transaction to increase the capital for merging SABB Takaful into Walaa Insurance Company

 x Approval of SABB Takaful shareholders during the extraordinary general assembly meeting of the merger on 
the submitted offer by the Board of Directors of Walaa Insurance Company for merging SABB Takaful with 
Walaa Insurance Company in return for issuing new shares by Walaa Insurance Company for SABB Takaful 
shareholders.

 x Publishing the decisions of the extraordinary general assembly of Walaa Insurance Company and SABB 
Takaful.

 x Beginning of the creditors’ objection period to the Merger Transaction, which will continue for a period of 
(30) days from the date of publishing the decisions of the extraordinary general assembly.

 x The end of the creditors’ objection period or the settlement of all creditors’ objections to the Merger 
Transaction (whichever comes later) in accordance with the provisions of Article No. (193) of the Companies 
Law.

 x Effectiveness of Merger Transaction.

 x Issuing and registering the new shares in Walaa Insurance Company for SABB Takaful shareholders and its 
listing in the Saudi Stock Exchange .

 x Cancellation of the listing of SABB Takaful’s shares, transferring of all its assets and liabilities to Walaa 
Insurance Company, canceling the commercial register of SABB Takaful and all other licenses.
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Summary and Details of the Merger Transaction 

Entitlement to 
Profits / Dividend 
for New Shares

After the completion of the Merger Transaction, the owners of the new shares (The eligible shareholders in 
SABB Takaful, i.e. the shareholders owning the issued shares in SABB Takaful on the effective date of the Merger 
Transaction) shall have all the rights related to the currently issued shares in the Walaa Insurance Company, in 
particular the right to receive any dividends that the merging company announces after completing the Merger 
Transaction.

Required 
Approvals in 
connection 
with the Capital 
Increase

The Merger Transaction and the Capital Increase are conditional upon obtaining a number of approvals as 
follows:

 x The General Authority for Competition non-objection to the economic concentration arising from the 
Merger Transaction.

 x Approval of the Saudi Central Bank on the Merger Transaction and the capital increase of Walaa Insurance 
Company

 x The approval of the Saudi Stock Exchange on the request of the Walaa Insurance Company to list the new 
shares issued for the shareholders of SABB Takaful.

 x Approval of the Capital Market Authority (CMA) on the request of Walaa Insurance Company to increase 
the capital for merging SABB Takaful with Walaa Insurance Company and on publishing the offer document 
submitted by Walaa Insurance Company to the shareholders of SABB Takaful.

 x Approval of the Capital Market Authority (CMA) to hold the Extraordinary General Assembly of Walaa 
Insurance Company related to the Merger Transaction and the Extraordinary General Assembly of SABB 
Takaful related to the Merger Transaction. 

 x Approval of the shareholders of Walaa Insurance Company and the shareholders of SABB Takaful to approve 
the Merger Transaction and the additional decisions. 

For further information on other conditions of the Merger and on the conditions that have been satisfied, see 
Section No. (6) (“Legal Information”) of this Circular.

Voting Rights of 
the New Shares

After completion of the Merger Transaction, the owners of the new shares (the shareholders of SABB Takaful) 
shall have all the rights related to the currently issued shares in Walaa Insurance Company, especially the voting 
rights on the decisions of the ordinary and extraordinary general assemblies in accordance with the provisions of 
the Companies Law and the bylaws of the merging company.

Restrictions on 
the New Shares

Except for obtaining the approval of the Saudi Central Bank and other relevant regulatory authorities regarding 
the dispositions of the founding shareholders and major shareholders of SABB Takaful, there are no restrictions 
or obligations imposed on the New Shares.

Important Notice: The proposed capital increase of Walaa Insurance Company is conditional on the approval of Walaa 
Insurance Company shareholders during the Walaa Insurance Company’s extraordinary general assembly meeting of 
the Merger Transaction, in addition to the approval of the SABB Takaful shareholders during the Extraordinary General 
Assembly meeting of the Merger Transaction. 

All shareholders of Walaa Insurance Company shall read this circular carefully (not only the shown above summary), before 
voting to approve or disapprove the Merger Transaction and the capital increase during the Walaa Insurance Company’s 
Extraordinary General Assembly meeting of the Merger Transaction. The Shareholders shall carefully read and review 
both (“Important Notice”) and Section No. (2) (“Risk Factors”) before taking any decision in connection with the Merger 
Transaction. 
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Important Dates and Milestones of Merger Transaction
The stated dates in the below tables are the final dates. The dates may change as they are based on several things, including 
the completion of the required quorum to hold the first extraordinary general meeting of the Walaa Insurance Company 
Section No. (6) “Legal Information” of this circular clarifies all the Merger Transaction Terms and Conditions. Walaa Insurance 
Company will announce on its website and/or on the Saudi Stock Exchange website any changes in the mentioned dates 
in the below timelines. 

Event Timeline / Date

1- The Required Procedures in connection with the Extraordinary General Assembly

Submitting the final offer document to the Capital 
Market Authority (CMA) for approval of its publication. 02/01/1444H  (Corresponding to 31/07/2022G)

Approval of the Capital Market Authority (CMA) of the 
capital increase request and the publication of the offer 
document.

12/01/1444H  (Corresponding to 10/08/2022G)

Publishing the Shareholder Circular of Walaa Insurance 
Company and the addressed offer document to SABB 
Takaful shareholders.

17/01/1444H  (Corresponding to 15/08/2022G)

Providing Walaa Insurance Company’s available 
documents for inspection.

These documents shall be available from the date of publishing the 
shareholders’ circular and the offer document until the end of the offer 
period (from Sunday to Thursday from nine am until five pm, excluding 
official holidays in the Kingdom).

Publishing the Circular of SABB Takaful Board of 
Directors. 19/01/1444H (Corresponding to 17/08/2022G)

Providing SABB Takaful’s available documents for 
inspection.

These documents shall be available from the date of publishing SABB 
Takaful shareholders’ circular until the end of the offer period (from 
Sunday to Thursday from nine am until five pm, excluding official holidays 
in the Kingdom).

Approval of the Capital Market Authority (CMA) to hold 
the Extraordinary General Assembly of Walaa Insurance 
Company and the Extraordinary General Assembly of the 
SABB Takaful for the Merger Transaction. 

24/01/1444H (Corresponding to 22/08/2022G)

Announcing on the website of the Saudi Stock Exchange 
meeting invitation for the Extraordinary General 
Assembly of Walaa Insurance Company for the Merger 
Transaction (with an indication of the possibility of 
holding a second meeting one hour after the end of the 
specified period for convening the first meeting, in case 
the quorum required for holding the first meeting is not 
complete). 

27/01/1444H (Corresponding to 25/08/2022G)

Announcing on the website of the Saudi Stock Exchange 
meeting invitation for the Extraordinary General 
Assembly of SABB Takaful for the Merger Transaction 
(with an indication of the possibility of holding a second 
meeting one hour after the end of the specified period 
for convening the first meeting, in case the quorum 
required for holding the first meeting is not complete).

27/01/1444H (Corresponding to 25/08/2022G)

Starting the electronic voting period for the shareholders 
in the Extraordinary General Assembly of Walaa 
Insurance Company

Starting from 16/02/1444H  (Corresponding to 12/09/2022G) until the end 
of the Extraordinary General Assembly time

Starting the electronic voting period for the shareholders 
in the Extraordinary General Assembly of SABB Takaful.

Starting from 16/02/1444H  (Corresponding to 12/09/2022G) until the end 
of the Extraordinary General Assembly time

The Extraordinary General Assembly of Walaa Insurance 
Company for the Merger Transaction (first meeting). The 
quorum of the assembly is complete in the presence of a 
number of shareholders representing at least half of the 
capital of Walaa Insurance Company

19/02/1444H (Corresponding to 15/09/2022G)
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Event Timeline / Date

Holding the Extraordinary General Assembly of Walaa 
Insurance Company for the Merger Transaction (the 
second meeting) in the event that the quorum required 
for the first meeting is not complete. The quorum for the 
second meeting will be complete in the presence of a 
number of shareholders representing at least a quarter 
of the capital of Walaa Insurance Company

One hour after the end of the specified period for convening the first 
extraordinary general assembly meeting in which the quorum required 
for its convening has not been reached. 

The Extraordinary General Assembly of SABB Takaful for 
the Merger Transaction (first meeting). The quorum of 
the assembly is complete in the presence of a number of 
shareholders representing at least half of the capital of 
SABB Takaful

19/02/1444H (Corresponding to 15/09/2022G)

Holding the Extraordinary General Assembly of SABB 
Takaful for the Merger Transaction (the second meeting) 
in the event that the quorum required for the first 
meeting is not complete. The quorum for the second 
meeting will be complete in the presence of a number of 
shareholders representing at least a quarter of the capital 
of SABB Takaful

One hour after the end of the specified period for convening the first 
extraordinary general assembly meeting in which the quorum required 
for its convening has not been reached.

Publishing the Merger Transaction decision and other 
decisions taken at the first meeting or the second 
meeting of the extraordinary general assembly of 
Walaa Insurance Company regarding the merger on the 
website of the Saudi Stock Exchange (or announcing that 
the extraordinary general assembly will not be held in 
case the quorum is not achieved).

22/02/1444H (Corresponding to 18/09/2022G)

Publishing the Merger Transaction decision and other 
decisions taken at the first meeting or the second 
meeting of the extraordinary general assembly of SABB 
Takaful regarding the merger on the website of the Saudi 
Stock Exchange (or announcing that the extraordinary 
general assembly will not be held in case the quorum is 
not achieved).

22/02/1444H (Corresponding to 18/09/2022G)

3- Procedures in case the quorum is not achieved for the first and second meetings of the extraordinary general assembly of 
both companies

Approval of the Capital Market (CMA) to hold the third 
Extraordinary General Meeting of Walaa Insurance 
Company for the Merger Transaction, and/or Approval of 
the Capital Market (CMA) to hold the third Extraordinary 
General Meeting of SABB Takaful for the Merger 
Transaction.

25/02/1444H (Corresponding to 21/09/2022G)

Announcing on Saudi Stock Exchange website 
the invitation for the third extraordinary general 
meeting of the Walaa Insurance Company for the 
Merger Transaction, and/or Announcing on Saudi 
Stock Exchange website the invitation for the third 
extraordinary general meeting of the SABB Takaful for 
the Merger Transaction

26/02/1444H (Corresponding to 22/09/2022G)

Starting the electronic voting period for the shareholders 
at the third extraordinary general meeting of Walaa 
Insurance Company, and/or starting the electronic voting 
period for the shareholders at the third extraordinary 
general meeting of SABB Takaful.

Starting from 14/03/1444H (Corresponding to 10/10/2022G) until the end 
of the Extraordinary General Assembly time.
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Event Timeline / Date

Holding the third Extraordinary General Assembly 
of Walaa Insurance Company related to the Merger 
Transaction, and/or the third extraordinary general 
meeting of SABB Takaful relating to the Merger 
Transaction. The quorum is achieved for the third 
meeting of the Extraordinary General Assembly, 
regardless of the number of shares represented therein.

17/03/1444H (Corresponding to 13/10/2022G)

The Merger Transaction decision and other decisions 
taken at the third extraordinary general assembly 
meeting of Walaa Insurance Company and/or SABB 
Takaful (as the case may be) shall be published on the 
Saudi Stock Exchange website.

20/03/1444H (Corresponding to 16/10/2022G)

4- Creditor’s Objection Period 

Starting the Creditor’s Objection Period 

 x 22/02/1444H (Corresponding to 18/09/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 20/03/1444H (Corresponding to 16/10/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

The Creditors’ Objection Period lasts for a period of (30) days.

Reminder announcement from SABB Takaful about the 
end of the Creditors’ Objection Period

 x 20/03/1444H (Corresponding to 16/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 19/04/1444H (Corresponding to 13/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

The End of the Creditors’ Objection Period.

 x 22/03/1444H (Corresponding to 18/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 21/04/1444H (Corresponding to 15/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

SABB Takaful announces the presence or absence of 
creditors’ objections.

 x 23/03/1444H (Corresponding to 19/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 22/04/1444H (Corresponding to 16/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

2- Completion of Merger Transaction 

Effectiveness of Merger Transaction Decision

After the end of the Creditor’s Objection Period or the date on which all 
Creditor’s Objection to the Merger Transaction are settled (whichever 
comes later). It is expected the Merger Transaction decision will be 
effective on the Merger date:

 x 23/03/1444H (Corresponding to 19/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 22/04/1444H (Corresponding to 16/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.
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Event Timeline / Date

Suspension of trading the shares of SABB Takaful

The first trading period after the entry into force of the Merger Transaction 
decision, and it is expected that this will take place on:

 x 23/03/1444H (Corresponding to 19/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 22/04/1444H (Corresponding to 16/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

Walaa Insurance Company and SABB Takaful announce 
the implementation of the Merger Transaction decision.

 x 23/03/1444H (Corresponding to 19/10/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 22/04/1444H (Corresponding to 16/11/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

Delisting the shares of SABB Takaful from the Saudi Stock 
Exchange.

During a period, not less than the third trading period after the Merger 
Transaction decision becomes effective and not more than the sixth 
trading period after the Merger Transaction decision becomes effective.

Listing the new shares in the Saudi Stock Exchange and 
allocating them to the shareholders of SABB Takaful who 
are registered in the SABB Takaful shareholders register 
at the end of the second trading period after the merger 
decision became effective.

During a period, not less than the third trading period after the Merger 
Transaction decision becomes effective and not more than the sixth 
trading period after the Merger Transaction decision becomes effective.

Amending the commercial register and foreign 
investment license for Walaa Insurance Company

After completing the Merger Transaction, Walaa Insurance Company will 
submit a request to the Ministry of Commerce to amend its commercial 
registration, and it will submit a request to the Ministry of Investment to 
amend the foreign investment license for Walaa Insurance Company.

Cancellation of the commercial register of SABB Takaful.
After completing the Merger Transaction, Walaa Insurance Company will 
submit a request to the Ministry of Commerce to cancel and nullify the 
commercial registration of SABB Takaful.

Deadline for distributing the proceeds of the sale of the 
fractional shares that have been sold

Within a period not exceeding (30) days from the effective date of the 
merger decision. It is expected that this will take place on the date of the 
merger:

 x 23/04/1444H (Corresponding to 17/11/2022G) If a decision approving 
the Merger Transaction during the first or second extraordinary 
general assembly meeting of Walaa Insurance Company and SABB 
Takaful.

 x 21/05/1444H (Corresponding to 15/12/2022G) If a decision approving 
the Merger Transaction during the third extraordinary general 
assembly meeting of Walaa Insurance Company and SABB Takaful.

* Note: Any changes in these dates will be announced on the Saudi Stock Exchange website (www.tadawul.com.sa). 

http://www.tadawul.com.sa
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1 
Terms and Definitions

Term Definition

Circular or Shareholders’ 
Circular

This shareholder circular relating to the capital increase of Walaa Insurance Company by issuing new 
shares for merging SABB Takaful into Walaa Insurance Company, prepared by Walaa Insurance Company 
in accordance with Article No. (57) of the Rules on the Offer of Securities and Continuing Obligations.

Walaa Insurance Company, 
Merging Company Walaa Insurance Company

SABB Takaful or Merged 
Company SABB Takaful

SABB Takaful Board of 
Directors’ Circular

The Issued Circular by SABB Takaful Board of Directors to SABB Takaful shareholders regarding the 
submitted offer by Walaa Insurance Company for merger, in which SABB Takaful Board of Directors 
expresses its opinion to SABB Takaful shareholders regarding that offer and Walaa Insurance Company’s 
plans regarding SABB Takaful.

Both Companies Walaa Insurance Company and SABB Takaful together. 

Memorandum of 
Understanding

The non-binding memorandum of understanding entered into between Walaa Insurance Company and 
SABB Takaful on 04/12/1442H (corresponding to 14/07/2021G), and its appendix signed on 06/06/1443H 
(corresponding to 09/01/2022G).

Merger Agreement 
The signed contract between Walaa Insurance Company and SABB Takaful on 23/07/1443H 
(corresponding to 24/02/2022G), which includes the terms and conditions related to the implementation 
of the Merger Transaction. 

Exchange ratio
Number of the Issued Shares in the Walaa Insurance Company in favour of SABB Takaful shareholders 
for each one share of SABB Takaful, as specified as follows, (0.6005476176470590) of Walaa Insurance 
Company’s shares for each one of SABB Takaful shares.

Merger Transaction 

The proposed Merger Transaction between Walaa Insurance Company and SABB Takaful in accordance 
with the provisions of Article No. (191), (192) and (193) of the Companies Law and Article No. (49) (1) (a) of 
the Merger and Acquisition Regulations, through which all the assets and liabilities of SABB Takaful will 
be transferred to Walaa Insurance Company in return for Walaa Insurance Company issuing new shares 
for the benefit of SABB Takaful shareholders by increasing the capital of Walaa Insurance Company from 
(SAR 646,397,060) to (SAR 850,583,250).

Offer Document 

The Prepared Offer Document by Walaa Insurance Company in accordance with Article No. (38) of 
the Merger and Acquisition Regulations regarding the offer made by Walaa Insurance Company to 
SABB Takaful shareholders for merging SABB Takaful with Walaa Insurance Company in exchange for 
transferring the assets and liabilities of SABB Takaful to Walaa Insurance Company

Offer or Merger Offer The Offer related to the securities exchange as provided by Walaa Insurance Company to the SABB 
Takaful shareholders, including the Offer Document

Offer Period

The extending period from the date of announcing the firm intention of Walaa Insurance Company to 
make an offer to SABB Takaful shareholders until the issuing date of the extraordinary general assembly’s 
decision regarding the Merger Transaction for each of the two companies, or the termination of the 
Merger Agreement in accordance with its provisions.

Extraordinary General 
Assembly Meeting 

The Extraordinary General Assembly meeting of the shareholders of the relevant company, which is held 
in accordance with its Article of Association.
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The Extraordinary General 
Assembly of Walaa 
Insurance Company for 
the Merger Transaction

The Extraordinary General Assembly meeting of Walaa Insurance Company, which will be held to vote 
on the Merger Transaction and a number of other related decisions will be according to the following:

1. Voting on the terms and conditions of Merger Agreement.

2. Voting on the capital increase of Walaa Insurance Company from six hundred and forty-six million, 
three hundred and ninety-seven thousand and sixty Saudi Riyals (SAR 646,397,060) to eight hundred 
and fifty million, five hundred and eighty-three thousand, two hundred and fifty Saudi Riyals (SAR 
850,583,250), in accordance with the terms and conditions of the Merger Agreement (as detailed in 
Section No. (6.4) of this circular). 

3. Voting on the proposed amendments of the Bylaws for Walaa Insurance Company related to the 
Merger Transaction (which is contained in Appendix No. (5) “Proposed Amendments to the Bylaws 
of the Walaa Insurance Company related to the Merger Transaction” of this circular).

4. Voting on authorizing Walaa Insurance Company Board of Directors or any authorized person by 
Walaa Insurance Company Board of Directors to issue any decision or take any action that may be 
necessary to implement any of the decisions related to the Merger Transaction.  

The Extraordinary General 
Assembly of SABB Takaful 
for the Merger Transaction

The Extraordinary General Assembly meeting of SABB Takaful, which will be held to vote on the 
submitted offer by Walaa Insurance Company and a number of other related decisions according to the 
following:

1. Voting on the provisions of the Merger Agreement (as detailed in Section No. (6.4) of this circular).

2. Voting on authorizing SABB Takaful Board of Directors or any authorized person by SABB Takaful 
Board of Directors to issue any decision or take any action that may be necessary to implement any 
of the decisions related to the Merger Transaction. 

Capital Increase 
The proposed increase in the capital of Walaa Insurance Company by issuing (20,418,619) Twenty 
Million, Four Hundred and Eighteen Thousand, Six Hundred and Nineteen shares for the benefit of SABB 
Takaful shareholders. 

Shares The issued ordinary shares of Walaa Insurance Company or SABB Takaful, which are fully paid in value, 
with a nominal value of (SAR 10) ten Saudi Riyals per share.

New Shares or 
Consideration Shares 

The shares that will be issued in Walaa Insurance Company to SABB Takaful shareholders arising from the 
Merger Transaction amounting to (20,418,619) Twenty Million, Four Hundred and Eighteen Thousand, 
Six Hundred and Nineteen ordinary shares with a nominal value of (SAR 10) ten Saudi Riyals per share.

Creditors’ Objection 
Period 

The period in which the creditors of SABB Takaful shall submit their objections to the Merger Transaction 
in accordance with the provisions of Article No. (193) of the Companies Law. This period starts from the 
date of publishing the approval of the Merger Transaction decisions of both Walaa Insurance Company 
and SABB Takaful and continues for a period of (30) days.

Effectiveness of Merger 
Transaction Decision or 
Effectiveness of Merger 
Transaction 

After the end of the creditors’ objection period or the settlement of all the creditors’ objections to the 
Merger Transaction (whichever comes later) in accordance with the provisions of Article No. (193) of the 
Companies Law.

Completion of Merger 
Transaction

The day on which the new shares are listed on the Saudi Stock Exchange in accordance with the terms 
and conditions of the Merger Agreement.

Board or Board of 
Directors The Related Board of Directors 

Business Merger 
The businesses merger of Walaa Insurance Company and SABB Takaful (including the integration of 
administrative functions, organizational structure, information systems, etc.) to achieve the business of 
the merging company after the completion of the Merger Transaction. 

Senior Executives Any natural person who manages and is responsible for setting and implementing the strategic 
decisions of the company, including the CEO, its deputies and the chief financial officer.

Substantial Shareholders A person who owns (5%) or more of the shares in a Walaa Insurance Company or in a SABB Takaful.

Person Any natural or legal person.

Financial Statements The audited financial statements of Walaa Insurance Company for the financial years ending on 
December 31, 2018G, 2019G and 2020G.

Financial Year The Ended year ending December 31 of each Gregorian year.

Shareholders Shareholders of Walaa Insurance Company or SABB Takaful, as the context requires.

Al ALJAZIRA CAPITAL 
Company or ALJAZIRA 
CAPITAL

Al ALJAZIRA CAPITAL Company (“ALJAZIRA CAPITAL”) is the independent financial advisor to Walaa 
Insurance Company

Financial and Tax Due 
Diligence Advisor 

PricewaterhouseCoopers is the independent Financial and Tax Due Diligence Advisor to Walaa Insurance 
Company
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Actuarial Due Diligence 
Advisor

BADRI Management Consultancy Co. FZCO is the independent Actuarial Due Diligence Advisor to Walaa 
Insurance Company

Auditor of the Pro-forma 
Financial Statements Baker Tilly MKM & Co. Chartered Auditors

Legal Advisor Khalif Al-Enezee Law Office is the independent legal advisor to Walaa Insurance Company

Walaa Insurance Company 
Auditor 

El Sayed El Ayouty & Co. –Certified Public Auditors and Crowe Global / AlAzem, AlSudairy, AlShaikh & 
Partners -Certified Public Auditors.

Advisors Each of the financial advisor, legal advisor, financial professional due diligence advisor, actuarial advisor, 
pro-forma financial statement accountant and auditor together.

Bylaws Bylaws of the related company.

Saudi Riyals (SAR) Saudi Riyals (SAR) is the official currency in the Kingdom of Saudi Arabia

Closing Price The last price of the share, that was traded at on the relevant trading day according to the specified 
mechanism by the Saudi Stock Exchange .

Listing Listing securities in the Saudi Stock Exchange .

Listed Shares or securities that have been accepted to be listed in the Saudi Stock Exchange .

Related Parties

In the Rules on the Offer of Securities and Continuing Obligations, it means the following:

1. Affiliates of the Issuer,

2. Substantial Shareholders of the Issuer,

3. Board of Directors and Senior Executives of the Issuer,

4. Board of Directors and Senior Executives of affiliates of the issuer,

5. Board of Directors and Senior Executives of Substantial Shareholders of the issuer, and

6. Any relatives of persons described at (1), (2), (3), (4) or (5) above

7. Any company controlled by any person described at (1), (2), (3), (4), (5), (6) or (7) above.

In the Merger and Acquisition Regulations, it means a person (whether acting in agreement with the 
offeror or the offeree company or any of their subsidiaries, or not acting in agreement with them) who 
owns or deals, directly or indirectly, in the shares of the offeror or the offeree company, whether through 
a private sale and purchase transaction, offer, or any person (in addition to its ordinary interests as a 
shareholder) who has an interest or potential interest -whether personal, financial or commercial- in 
what will arise from the acquisition, merger, or a related party with both the offeror and the offeree 
company, in a manner that does not conflict with the general application of this definition. The definition 
includes, but is not limited to, the following:

1. Any person(s) who has provided financial assistance (other than the ordinary course of business of 
a bank) to Walaa Insurance Company or SABB Takaful.

2. The board members of Walaa Insurance Company or SABB Takaful (or any of their subsidiaries).

3. Any person owning 20% of Walaa Insurance Company or SABB Takaful (whether individually or by 
acting in concert with other(s)). 

Relatives In the Merger and Acquisition Regulations, it means the following: husband, wife, children and parents.

Insurance Policy A contract under which the insurance company undertakes to compensate the insured if the damage or 
loss covered by the policy, in return for the paid membership by the insured to the insurance company.

Insurance Transferring the burden of risk from the insured to the insurer (or insurance company) and compensating 
those who suffered damage or loss by the insurer (or insurance company).

Intermediaries Insurance Intermediaries who negotiate with insurance companies to complete the insurance process 
for the insured in return for a fee.

Bank Insurance 
Agreement

A business arrangement whereby insurance products are marketed and distributed through a bank to 
its customers based on the agreement between the bank and the insurance company.

Legal Deposit A ratio of the paid-up capital of the insurance company that shall be deducted as a deposit based on the 
executive regulations of the Cooperative Insurance Companies Control Law. 

Kingdom Kingdom of Saudi Arabia 

Central Bank or Saudi 
Central Bank Saudi Central Bank 

Ministry of Investment Ministry of Investment in the Kingdom of Saudi Arabia.

Authority, Capital Market 
Authority or CMA The Capital Market Authority in the Kingdom of Saudi Arabia 
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General Authority for 
Competition The General Authority for Competition in the Kingdom of Saudi Arabia

Saudi Stock Exchange or 
Saudi Stock Exchange 

The Saudi Stock Exchange Company is a Saudi Closed Joint Stock Company and the only entity 
authorized to engage in the listing and trading of securities in the Kingdom.

Capital Market Law The Issued Capital Market Law in accordance with Royal Decree No. (M/30) dated on 02/06/1424H 
(corresponding to 31/07/2003G)

Companies Law Companies Law issued by Royal Decree No. (M/3) dated on 28/01/1437H (corresponding to 11/11/2015G) 
and amended by Royal Decree No. (M/79) dated on 25/07/1439H (corresponding to 11/04/2018G)

Cooperative Insurance 
Companies Control Law

Cooperative Insurance Companies Control Law in the Kingdom of Saudi Arabia issued by Royal Decree 
No. (M/32) dated on 02/06/1424H (corresponding to 31/07/2003G), amended by Royal Decree No. 
(M/30) dated on 27/5/1434H (corresponding to 08/04/2013G), and amended by Royal Decree No. (M/12) 
dated on 23/01/1443H (corresponding to 01/09/2021G).

Executive Regulations of 
Cooperative Insurance 
Companies Control Law

The Executive Regulations of the Cooperative Insurance Companies Control Law in the Kingdom of 
Saudi Arabia issued by the Saudi Central Bank on 01/03/1425H (corresponding to 20/04/2004G).

Corporate Governance 
Regulations

Corporate Governance Regulations issued by the Board of the Capital Market Authority pursuant 
to Resolution No. (8-16-2017), dated on 16/05/1438H (corresponding to 13/02/2017G) based on 
the Companies Law issued by Royal Decree No. (M/3) dated on 28/01/1437H (corresponding to 
11/11/2015G), and amended by Resolution Board of the Capital Market Authority No. (1-7-2021) dated 
on 01/06/1442H (corresponding to 14/01/2021G).

Rules on the Offer of 
Securities and Continuing 
Obligations

Rules on the Offer of Securities and Continuing Obligations issued by the Board of the Capital 
Market Authority pursuant to Resolution No. (3-123-2017), dated on 09/04/1439H (corresponding to 
27/12/2017G) based on the Capital Market Law issued by Royal Decree No. (M/30) dated on 02/06/1424H 
(corresponding to 31/07/2003G), as amended by the decision of the Board of the Capital Market 
Authority No. (5-5-2022), dated on 02/06/1443H (corresponding to 05/01/2022G).

Listing Rules

Listing Rules with the Saudi Stock Exchange approved by the Capital Market Authority Board Resolution 
No. (3-123-2017), dated on 09/04/1439H (corresponding to 27/12/2017G), amended by Resolution No. 
(1-104-2019), dated on 01/02/1441H (corresponding to 30/09/2019G), amended by its Resolution No. 
(1-22-2021), dated on 12/07/1442H (corresponding to 24/02/2021G), amended by its Resolution No. 
(1-19-2022), dated on 12/07/1443H (corresponding to 13/02/2022G) and amended by its Resolution No. 
(1-52-2022), dated on 12/09/1443H (corresponding to 13/04/2022G).

Merger and Acquisition 
Regulations

Merger and Acquisition Regulations issued by the Board of the Capital Market Authority pursuant to 
Resolution No. (1-50-2007), dated on 21/09/1428H (corresponding to 02/10/2007G) and amended by 
Resolution No. (3-45-2018), dated on 07/08/1439H (Corresponding to 23/04/2018G).

Social Insurance Law
The Social Insurance Law issued by Royal Decree No. (M/22), dated on 06/09/1389H (corresponding 
to 15/11/1969G) and amended by Royal Decree No. (M/33), dated on 03/09/1421H (corresponding to 
29/11/2000G), applicable as on 01/01/1422H (corresponding to 01/04/2001G).

Reinsurance Transferring the burdens of insured risks from the insurer to the reinsurer, and compensating the insured 
by the reinsurer for the paid funds to the insured if they suffer damage or loss.

Gross Insurance Premiums 
/ Written Premiums

The Gross Written Insurance Premiums during a specified period without deducting the insurance 
premiums assigned to the reinsurance companies.

Insurance Premiums / 
Ceded Premiums The Ceded Insurance Premiums to reinsurance companies in the context of reinsurance operations.

Net Insurance Premiums / 
Written Premiums

The net insurance premiums for each branch are calculated after deducting what is related to it from 
reinsurance.

Unearned Premiums Part of the written insurance premiums that covers risks related to subsequent financial periods.

Outstanding Claims
Claims and accidents that the insured has notified the insurance company about and that are still under 
investigation and have not been settled or paid, and they are equivalent to the value of the claimed 
losses by the insured based on the insurance amounts in the policy.

Insurance Policy 
Acquisition Costs

Gross of Insurance Policy Acquisition Costs, including commissions, administrative expenses and other 
costs attributable to insurance operations.

Total Paid Claims The value of what the insurance company pays to the insured as compensation for the risks or damages 
according to the terms and conditions of the insurance policy.

Net Paid Claims Total claims after deducting the share of reinsurers from those claims.

Claims Settlement Procedures carried out by insurance companies, whether technical or legal, may delay the payment of 
claims to their beneficiaries from the policyholders in the same due period.
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Changes in Outstanding 
Claims

Provision for compensation claims under settlement represents the value of the compensations that 
have accrued during the period. Those claims are owed by the insurance company, but their value has 
not been paid until the date of preparing the financial statements.

Incurred Claims but not 
reported

The incurred amount on the insurer in favor of the insured arising from the claims that occurred and 
were not reported on the date of preparing the financial statements.

Net Incurred Claims The paid claims during the period after making settlements for outstanding claims.

Surplus of Takaful 
Operations

The insurance company’s net business outcomes from insurance, and represents the difference between 
total revenues and total costs and expenses.

Allocation percentage Ceded Retakaful Premiums on written premiums.

Insured The natural or legal person who concludes the insurance contract.

Insurer The insurance company that accepts insurance contracts from the insured and undertakes compensation 
for the risks directly exposed to the insured.

Claim A written notice given by the insured to the insurer requesting compensation for a covered accident 
under the terms of the insurance policy. 

Protection Insurance with 
Savings

Insurance operations in which the insured pays an amount or sums, including the proceeds of savings, 
at a future date in return for the paid premiums by the insured.

Health Insurance Insurance for medical costs, medicines, all medical and treatment services and supplies, and management 
of medical programs.

General Insurance 
It includes marine insurance, which includes insurance on cargo and ship hulls, and engineering 
insurance, which covers contractors’ risks, installation risks, constructions, electrical and electronic 
devices, machinery breakage, and other types of insurance.

Vehicles Insurance Insurance against losses and liabilities related to vehicles, with the exception of transport risks.

Statutory Reserves The amounts that the company shall deduct and allocate to cover its financial obligations.

Technical Provisions Insurance responsibilities, which means the value placed to cover the expected risks arising from a set of 
policies and their financial obligations.

Retention Rate A measure of the written premiums held by an insurance company, which may be obtained by dividing 
the net written premiums by the total written premiums.

Loss Rate The ratio of net claims incurred to net premiums earned.

Surplus Distribution The method by which the profit of an insurance or reinsurance company is distributed to policyholders. 

Insurance Power of 
Attorney 

A legal person who represents the insurer for a fee to attract and negotiate insurance contracts for the 
insurer.

Group Portfolio or Group 
Insurance

It is one of the insurance products divisions offered by SABB Takaful. It includes the following products: 
credit cards, group life insurance, personal finance, and home finance. These products are offered to 
institutional customers. 

Individual Portfolio or 
Individual Insurance

It is one of the insurance products divisions offered by SABB Takaful. It includes the following products: 
Family Takaful for individuals (protection and savings), Education Takaful program, Investment Takaful 
program, Care Takaful program, Retirement Takaful program, Savings Takaful program, General Saving 
Takaful Program (Property and Accident), Houses Takaful Program, Personal Accident Takaful Program, 
Travel Takaful Program, Commercial Takaful, Cargo Takaful Program, Fire and All Risks Property Protection 
Takaful Program, Personal Accident Takaful Program for Groups, Group Takaful and Group Care Takaful 
Program. 

Investment Portfolio A company’s investment portfolio is a complicated tool of investment that contains two or more assets.

Marsh A global company that practices insurance brokerage.

Stable Rating will not change.

A.M. Best A.M. Best is an American credit rating agency specializing in the insurance sector worldwide.

Standard & Poor’s 
Corporation (S&P) Standard & Poor’s Corporation (S&P) is an American agency specializing in the field of credit ratings.

Moody’s Moody’s is an American credit rating agency.

H (Hijri) Hijri calendar

G (Gregorian) Gregorian calendar
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2  

Risk Factors

Each shareholder in Walaa Insurance Company shall read this section related to the risk factors and carefully study all the 
stated information therein, before taking any decision of approval or rejection during the extraordinary general assembly 
meeting to vote on the Merger Transaction. Each shareholder in Walaa Insurance Company shall read and study all other 
information contained in this circular, not only the risk factors shown below. The mentioned risk factors in this circular may 
not include all the risks that Walaa Insurance Company may face currently or that were monitored before or on the date of 
the issuance of this circular. There may be additional risk factors other than the mentioned risks in this section. These risks 
may negatively affect the merging company, but they are either not known to the Board of Directors of Walaa Insurance 
Company at the date of this circular, or they are not considered among the factors that may affect the Merger Transaction 
on the date of this circular.

Any of the contained risks in this section will adversely affect the activity of Walaa Insurance Company, its financial position, 
operations outcomes, future financial flows and profitability of its shares. The realization of any other risks (other than the 
mentioned below risks) either because the board of directors of Walaa Insurance Company is not aware of them at present. 
Those risks may not be considered to be material at the issuing date of this circular will also adversely affect the merging 
company’s activity, financial position, financial flows, operations outcomes and profitability of its shares.

The realization of any of the mentioned risks in this section will adversely affect the merging company’s activity, its financial 
position, its operations outcomes, its financial flows, its future expectations and its share profitability. The arrangement 
presentation of the contained risks in this section does not reflect the order of importance of these risks. 

2.1 Risks related to the Merger Transaction and Issuance of New 
Shares

2.1.1 Risks associated with not achieving the Desired Value Added from the 
Merger Transaction

The main motives for completing the Merger Transaction represented in the expected benefits to be achieved from the 
Merger Transaction of SABB Takaful with Walaa Insurance Company, as explained in Section No. 4.2.2 “Merger Transaction 
Motives and Implications for Walaa Insurance Company” of this circular, with future expectations that cannot be given 
assurances of their realization or achieve any of the desired results. One of the risks related to the Merger Transaction is 
the failure of the merging company to achieve the targeted growth opportunities and other benefits within the expected 
period or according to the currently expected mechanism (or the merging company’s failure to achieve them in any way). 
In addition, the benefits and advantages of the Merger Transaction as set out in this circular are based on forward-looking 
expectations that cannot be guaranteed to be achieved or achieve any of the desired results and outcomes. Failure to 
achieve the desired positive results from the Merger Transaction, in whole or in part, will have negative repercussions 
on the financial performance of the merging company, the outcomes of its operations and the value of its shares after 
completing the Merger Transaction. This circular contains future data and information related to SABB Takaful and the 
expectations of the Board of Directors of Walaa Insurance Company regarding the Merger Transaction. Knowing that these 
data and information are based on expectations, estimates, perceptions and information currently available to the Board 
of Directors of Walaa Insurance Company This data includes, but not limited to, information about the strategies, plans, 
objectives, expenditures, expectations and assumptions relating to SABB Takaful. These statements reflect the current 
vision regarding the future events of the merging company. These statements and information shall not be considered 
as a guarantee of future performance or consistency with the future strategic plans of the merging company. This data 
may include certain risks and situations that cannot be foreseen. Some forward-looking statements are also based on 
assumptions regarding future events. Accordingly, it may prove incorrect or inaccurate any of the assumptions that 
were used. Several factors may cause the merging company’s expectations to differ materially from any future results, 
performance and/or achievements referred to expressly and/or impliedly in the forward-looking statements. These factors 
include, but not limited to, the following: changes in the current conditions in light of the spread of the Corona pandemic 
and its health consequences, changes in the general commercial, economic and political conditions in the Kingdom of 
Saudi Arabia, modification of government regulations and policies or any other governmental or semi-governmental 
activities in the Kingdom, existence of an environment with unpredictable competitive prices, changes in the currency 
exchange rate, interest rate and inflation rate, the merging company failure to acquire a larger market share or to provide 
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a new insurance product for the merging company or the occurrence of modifications in the commercial strategy of the 
merging company and many other factors. Many of these factors are related to the macro economy. Accordingly, these 
factors are outside the merging company’s control. Actual results may differ materially from results based on expectations, 
projections, estimates or future plans. If any of these risks materializes, it will have a negative impact on the merging 
company, its financial position, its operations outcomes and future prospects after completing the Merger Transaction.

2.1.2 Risks Related to Evaluation Process of the exchange ratio of the Merger 
Transaction

The number of the issued shares by Walaa Insurance Company in accordance with the capital increase in favor of the 
shareholders of SABB Takaful was determined based on a financial evaluation made on the two companies. According to 
this evaluation, the share exchange ratio between the merging company and the merged company was also determined, 
i.e. (0.6005476176470590) shares in Walaa Insurance Company for each share owned in SABB Takaful. The exchange ratio 
and the final evaluation value for each of the Walaa Insurance Company and SABB Takaful were determined based on a 
financial evaluation conducted on each of the two mentioned companies. The evaluation process was conducted based on 
the book value of the two companies after making the necessary professional due diligence adjustments and the fair value 
of the assets as in the published financial statements for the third quarter of 2021G. Noting that the process of necessary 
professional due diligence and supporting documents for the assets fair value that were used in evaluating both Walaa 
Insurance and SABB Takaful companies in its light, were based on what each company provided to the relevant advisors. 
Any concealment or obscuration of any of the disclosed information materially affects the evaluation process and related 
amendments. In addition, it has been assumed that the published financial statements are correct and fair and reflect the 
correct financial position of the two companies without checking their validity. Any difference or error in the financial 
statements may not reflect the true value of the two companies. There is an ongoing risk arising due to the possibility 
of changing the factors and assumptions on which the evaluation and the determination of the exchange ratio agreed 
in the Merger Agreement may change. This is due to the fact that since 23/07/1443H (corresponding to 24/02/2022G) 
(which is the date of signing the Merger Agreement), each of the two companies has carried out their usual operations. The 
normal operating practices of both companies will continue until the completion of the Merger Transaction, which makes 
the financial position of both companies subject to change. In addition, any changes in political, economic and/or other 
conditions that may affect the financial position of any of the two companies, which will affect the evaluation of each of the 
two companies. The agreed exchange ratio may not reflect the fair value at the completion date of the Merger Transaction. 
For further information, see Section No. (4.5) “Evaluation of Walaa Insurance Company and SABB Takaful” of this circular. 

2.1.3 Risks Related to Integration Process after Completing the Merger 
Transaction 

The Merger Transaction requires preparing a clear mechanism and a dedicated work team to ensure the proper integration 
of all human and material elements for both Walaa Insurance Company and SABB Takaful. Walaa Insurance Company 
and SABB Takaful formed a team of executives to develop a plan for organizing the business merger. After the Merger 
Transaction completion, the integration process will generate many coordinated procedures and steps to be implemented 
successfully. This matter may not be available due to the possibility of different mechanisms and methods of work applied 
by each of the two companies. If Walaa Insurance Company is unable to deal with and effectively manage the business 
merger mechanisms, the business and productivity of the merging company will be affected upon completion of the 
Merger Transaction. This will lead to the failure to realize the expected benefits from the Merger Transaction, and thus 
adversely affect the merging company’s business, profits, costs, net income, assets, obligations and future expectations, 
and the consolidated financial results and operations outcomes after completing the Merger Transaction.

In the same context, SABB Takaful was established as a branch of Saudi British Bank, until the date of its separation and 
registration as an independent company under the Main Commercial Register No. (1010234032), issued on 20/05/1428H 
(corresponding to 06/06/2007G). Accordingly, SABB Takaful, as at the date of this circular, is still largely dependent in terms 
of its operations on the support services provided to it by Saudi British Bank, especially under the following agreements:

 x The signed lease agreement between SABB Takaful and Saudi British Bank according to which Saudi British 
Bank leases one of its offices to SABB Takaful to use it as its headquarter. 

 x Services Assignment Agreement related to Information Security that the Saudi British Bank will provide 
cyber security services to SABB Takaful,

 x Technical Services Agreement whereby the Saudi British Bank will provide a number of technical support 
services to SABB Takaful,

 x Bank Insurance Agreement,

 x Joint Customer Information Exchange Agreement for the Saudi British Bank and SABB Takaful.
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The merging company shall ensure the transfer of these services by maintaining the above-mentioned agreements or by 
replacing them with a form that secures business integration and merger. The merging company failure to replace the 
services provided to SABB Takaful by Saudi British Bank under the aforementioned agreements may adversely affect the 
transferred operations and businesses to the company from SABB Takaful after completing the Merger Transaction, which 
may be considered as an obstacle to the integration, merger and unification of the business of the merging company 
with the business of the merged company. In this context, the existing transactions between the two parties under the 
bank insurance agreement are not exclusive. SABB Takaful may enter into a bank insurance agreement with one or more 
banks. The Saudi British Bank shall have the right to sign a similar agreement with one or more insurance companies. The 
bank insurance agreement shall not obligate the Saudi British Bank to have a minimum number of sales or results that it 
is obligated to achieve. If a decrease in sales related to the bank insurance agreement, it will adversely affect the merging 
company’s business, profits, costs, net income, assets, liabilities and future prospects.

2.1.4 Risks Related to the Announcement Impact of the Merger Transaction on 
the Business of the Two Companies

The announcement of the Merger Transaction may lead to all of the following: (a) shifting the focus of the management 
of Walaa Insurance Company and SABB Takaful to work on completing the Merger Transaction. This matter may affect the 
level of service provided to existing or potential customers of the two companies, which may lead them not to deal with the 
two companies, (b) the emergence of fear and instability among the main employees and managers of the two companies 
in terms of the possibility of losing their jobs after the completion of the Merger Transaction. The two companies’ failure to 
deal with and effectively manage these potential repercussions will have a negative impact on the businesses of the two 
companies, their productivity and their financial results. 

2.1.5 Risks Related to Merger Transaction or its Delay Due to Procedures 
related to the Creditor Objection Period 

To complete the Merger Transaction, the creditors’ objection period referred to in Article No. (193) of the Companies Law 
has expired. Any submitted objections during shall be settled in accordance with the provisions of the Companies Law. The 
creditors of SABB Takaful shall have the right to object to the Merger Transaction within a period of 30 days from the date 
of publishing the approval of the Merger Transaction decisions for each of the two companies. If the creditors submit an 
objection, the Merger Transaction will be suspended until the creditor waives its objection or SABB Takaful pays the debt 
if it is immediate or provides sufficient guarantee to pay off the debt if the debt is deferred. For further information on the 
creditors’ objection period, see Section No. (6.3.3) of this circular.

If the Merger Transaction completion is delayed due to the creditors’ objection period and the procedures for dealing 
with potential debts, this will lead to the non-realization of the desired benefits from the Merger Transaction, delay in 
their realization or lead to an increase in the costs associated with the Merger Transaction. This may adversely affect the 
business of Walaa Insurance Company, its profits, costs, net income, assets and liabilities and its future expectations and the 
consolidated financial results and operations outcomes after completing the Merger Transaction.

2.1.6 Risks Related the Merging Company’s Different Will to be exposed to 
Risks

The merging company’s desire to be exposed to risks may differ from that of Walaa Insurance Company or the current 
SABB Takaful. The risk management department for each company shall evaluate these risks independently. The Merger 
Transaction may lead to a different orientation of the merging company with regard to exposure to risks (decreased or 
increased risk expose desire) with regard to targeting certain categories of customers or the general policy in dealing with 
customers as in managing investment portfolios and the policy of investments in a category of categories, which leads to 
reducing the services and products provided to them. Accordingly, if the merging company’s low desire to be exposed 
to risks, the merging company may not renew insurance policies with some customers in some categories who do not 
comply with the appropriate risk exposure ratio for the merging company at the time, or reduce interest in them. If the 
merging company’s desire to be exposed to risks increases, the merging company may renew or provide insurance policies 
with some high-risk customers, which adversely affects the merging company’s business, profits, costs, net income, assets, 
liabilities and future expectations.
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2.1.7 Risks Related to Walaa Insurance Company’s Share Price and its Rise in 
the Market compared to the Agreed Evaluation

According to the Merger Agreement, Walaa Insurance Company and SABB Takaful have agreed upon the exchange ratio, 
which determines the shares number that SABB Takaful shareholders will obtain in the merging company upon the 
implementation of the Merger Transaction. The share exchange ratio was determined as follows: (0.6005476176470590) 
shares in Walaa Insurance Company for each owned share in SABB Takaful. The total value of the consideration shares was 
determined according to the closing price of the Walaa Insurance Company share, which is (SAR 17.90) as on (22/07/1443H) 
(corresponding to 23/02/2022G) (which is the last trading day preceding the date of completing the Merger Agreement, is 
(SAR 365,493,280). (For further information about the evaluation process, see Section (4.5) “Evaluation of Walaa Insurance 
Company and SABB Takaful” of this circular). After determining the closing price for Walaa Insurance Company’s share 
(which is the closing price for the last trading day prior to the date of concluding the Merger Agreement) described above, 
the other Merger Transaction procedures have been completed (such as completing the procedures for preparing the 
required documents by government authorities to obtain the necessary approvals, and starting to review documents 
by the relevant government authorities, and other normal requirements for all mergers and acquisitions that take place 
through the issuance of new shares). During that period between the closing price of the share to the last trading day 
prior to the date of concluding the Merger Agreement and completing the required procedures to complete the Merger 
Transaction, the share price of Walaa Insurance Company witnessed a decline in the Saudi Stock Market. Whereas, the share 
price of Walaa Insurance Company, as on 16/01/1444H (corresponding to 14/08/2022G) (which is the lasting trading day 
prior to publishing the circular), amounted to (SAR 15.72) (a decrease of 12.2% from the share price of Walaa Insurance 
Company on the last trading day prior to concluding the Merger Agreement).

Walaa Insurance Company’s share price may increase or decrease until the date of the completion of the Merger Transaction 
(that is, the date on which new shares are issued to the shareholders of SABB Takaful in the merging company upon the 
effectiveness of the Merger Transaction). The Merger Agreement did not stipulate that the number of new shares will be 
changed based on the change in the share price of Walaa Insurance Company, as the evaluation of Walaa Insurance Company 
and the evaluation of SABB Takaful was approved as in the Merger Agreement signed on 23/07/1443H (corresponding to 
24/02/2022G). (Final Agreement for Completing the Merger Transaction). The of Walaa Insurance Company’s share price 
and SABB Takaful’s share price were not used during the evaluation process. Failure to use the Walaa Insurance Company’s 
share price during the evaluation process and setting the exchange ratio, this will lead to dividing the profits of the merging 
company over a larger number of shares. The profitability of each share for Walaa Insurance Company shareholders will 
decrease due to the division of profits by more shares after completing the Merger Transaction; thus, adversely affecting 
the price of the Merging Company’s price.

2.1.8 Risks Related to the Provided Opinion of the Financial Advisor to Walaa 
Insurance Company

The Board of Directors of Walaa Insurance Company received on 23/07/1443H (corresponding to 24/02/2022G) an opinion 
from the financial advisor of Walaa Insurance Company (“ALJAZIRA CAPITAL”) stating that the financial advisor to Walaa 
Insurance Company (“ALJAZIRA CAPITAL”) believes that the exchange ratio is fair for Walaa Insurance Company from a 
financial point of view as on the date of submitting the opinion, in accordance with the described factors and assumptions 
in the opinion. The financial advisor of Walaa Insurance Company (“ALJAZIRA CAPITAL”) has not verified the accuracy 
and validity of this information and data. Therefore, its validity or accuracy cannot be guaranteed, on which the financial 
advisor’s opinion of Walaa Insurance Company (“ALJAZIRA CAPITAL”) was based regarding the evaluation of the Merger 
Transaction. (For further information about the opinion, see Appendix No. (3) of this circular). The opinion submitted by 
the financial advisor of Walaa Insurance Company (“ALJAZIRA CAPITAL”) will not be updated. There is no guarantee that the 
financial advisor of Walaa Insurance Company (“ALJAZIRA CAPITAL”) will have the same opinion about the fairness of the 
exchange ratio on the date of the Extraordinary General Assembly meeting of Walaa Insurance Company for the Merger 
Transaction. This is due to the possibility of changing the factors and assumptions on which the opinion was based on 
the date of its submission, or for the incorrectness of the provided information and data to the financial advisor to Walaa 
Insurance Company (“ALJAZIRA CAPITAL”). The financial advisor opinion of Walaa Insurance Company may not reflect the 
fair value of the exchange ratio for Walaa Insurance Company, which will lead to the issuance of more shares for SABB Takaful 
shareholders. This may lead to the division of the merging company’s profits over a larger number of shares. Noting that the 
profitability of each share for the shareholders of Walaa Insurance Company will decrease due to the division of profits by 
more shares after completing the Merger Transaction; thus, adversely affecting the price of the Merging Company’s share.
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2.2 Risks Related to Change in the Existing Shareholders Ownership 
and Decrease in the Shares Voting Rights 

2.2.1 Risks Related to Change in the Existing Shareholders Ownership and 
Decrease in the Accompanying Voting Rights

The Merger Transaction will take place through a securities exchange offer. Walaa Insurance Company will issue new shares 
to the shareholders of SABB Takaful in exchange for transferring all SABB Takaful’s assets and liabilities to Walaa Insurance 
Company According to the completion of the Merger Transaction, the ownership ratio of SABB Takaful shareholders 
in Walaa Insurance Company will become (24.01%), and in conjunction with that, the ownership ratio of the current 
shareholders in Walaa Insurance Company will decrease to (75.99%), while their ownership represented 100% before the 
Merger Transaction. Their ability to influence decisions that require the approval of the merging company shareholders, 
including selection the members of the merging company board of directors and other important strategic decisions of 
the acquiring company will be reduced. In addition, their share of the net profit of the merging company will decrease. 

2.2.2 Risks Related to Change of Substantial Shareholders in Walaa Insurance 
Company 

Upon completion of the Merger Transaction, SABB Takaful shareholders will own (24.01%) of Walaa Insurance Company 
capital, while, the Saudi British Bank will own (15.60%) of the merging company. American Life Insurance Company will 
not become a substantial shareholder of Walaa Insurance Company upon the completion of the Merger Transaction. Its 
ownership ratio will decrease less than (5%). Specifically, its ownership ratio will become (4.18%) of the merging company. 
Therefore, the Company will no longer be a substantial shareholder of Walaa Insurance Company Arab National Bank will not 
become a substantial shareholder of Walaa Insurance Company upon completion of the Merger Transaction. Its ownership 
ratio will decrease less than (5%). Its ownership ratio will become (4.17%) from the merging company. Therefore, the Bank 
will not be a substantial shareholder of Walaa Insurance Company Upon completion of the Merger Transaction, the Saudi 
British Bank will become the only substantial shareholder in the merging company as on the date of this circular, which 
means that not all existing substantial shareholders in Walaa Insurance Company will become substantial shareholders 
of the merging company. Therefore, the Merger Transaction will lead to a decrease in the ownership ratio of the current 
shareholders in Walaa Insurance Company The Saudi British Bank will become the only substantial shareholder representing 
the largest number of votes. This will allow the bank to influence the decisions of the Ordinary General Assembly and the 
Extraordinary General Assembly of the Walaa Insurance Company, including decisions to increase, reduce and merge the 
capital with another company, appoint auditors for the merging company, approve its financial statements, and appoint 
members of the board of directors of the merging company.

2.2.3 Risks Related to Possible Fluctuations in the Share Price of Walaa 
Insurance Company until Completing the Merger Transaction

The Walaa Insurance Company’s share price may be subject to a large degree of fluctuation until the completion of 
the Merger Transaction, as a result of the announcement of the Merger Transaction, or the completion of other Merger 
Transaction procedures, for example, but not limited to, such as the creditors’ objection period. During that period between 
the approval of the Extraordinary General Assembly of Walaa Insurance Company and SABB Takaful, each separately, on 
the Merger Transaction and the completion of the remaining required procedures to complete the Merger Transaction, 
the share price of Walaa Insurance Company may be exposed to a large degree of fluctuation. Walaa Insurance Company’s 
share price may subject to increase or decrease until the date of the completion of the Merger Transaction. Accordingly, 
Walaa Insurance Company’s share price at the time of completing the Merger Transaction may differ significantly from its 
price at the time of publishing this circular, which will affect the market value of Walaa Insurance Company’s shares. 

2.2.4 Risks Related to Sell a Large Number of Shares
Selling a large number of shares in the merging company after the capital increase, especially by the substantial 
shareholders of SABB Takaful (in particular, the shares that will be issued in favor of the Saudi British Bank at a rate of 
(15.60%) of the merging company’s capital) in the Saudi stock market after completing the Merger Transaction or the 
expectation of such a transaction, will adversely affect the share price of the merging company in the Saudi financial 
market. There is no guarantee that these shareholders will retain their shares in the merging company. It is notable that 
SABB (Saudi British Bank) must obtain the approval of the Saudi Central Bank and other relevant regulatory authorities 
regarding the disposition of shares that will be issued in its favour. 
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2.2.5 Risks Related to the Current and Past Trading Patterns of Walaa Insurance 
Company’s Shares and Trading Based on the Past Performance of Walaa 
Insurance Company’s Shares

Noting that the previous performance of the Walaa Insurance Company’s share is independent and differs from the 
performance of the Walaa Insurance Company’s share after completing the Merger Transaction (and may not be similar in 
any way). The shareholder base of Walaa Insurance Company after completing the Merger Transaction will differ from the 
base of its shareholders before completing the Merger Transaction, which will result in a difference in the patterns of share 
trading compared to the patterns of trading before completing the Merger Transaction, which will affect the share price of 
Walaa Insurance Company 

2.2.6 Risks Relate to Decrease in Earnings per Share Arising from the Merger 
Transaction

The future earnings per share in the Walaa Insurance Company depend on several factors, including the profitability of 
the Walaa Insurance Company and its ability to maintain its good financial position, capital needs, distributable reserves, 
credit strength, and general economic conditions. The Pro-forma Financial Statements have shown that increasing the 
capital of Walaa Insurance Company for merging SABB Takaful into Walaa Insurance Company and transferring the assets 
and liabilities of SABB Takaful to Walaa Insurance Company, leads to a decrease in earnings per share once the merger. The 
earnings per share of Walaa Insurance Company amounted to 0.82 Saudi Riyals on 2020G. The earnings per share of the 
merging company after completing the Merger Transaction amounted to 0.24 Saudi Riyals, as in the pro-forma-consolidated 
financial statement for 2020G. In addition, the intended value of the Merger Transaction (described in Section No. 4.2.2 
“Merger Transaction Motives and Implications for Walaa Insurance Company” of this circular) may not be realized, which 
may result in lower earnings per share in the future. The merging company profits will be distributed to a larger number of 
outstanding shares, arising from the capital increase of Walaa Insurance Company by issuing consideration shares for the 
shareholders of SABB Takaful.

2.3 Legal Risks Related to SABB Takaful

2.3.1 Risks related to dealing with relevant Parties and the Governance 
Requirements for such dealings

The due diligence inspection report has indicated that SABB Takaful has signed a number of agreements with relevant 
parties, namely with SABB (which is regarded as one of the relevant parties by virtue of provisions of the two Articles 42 
and 43 of the Corporate governance regulations regarded as one of the major stakeholders of the relevant parties). This is 
besides HSBC Saudi Arabia which is regarded as one of the relevant parties due to being entitled to the authority to affect 
the decisions issued by SABB Takaful indirectly due to being a subsidiary of SABB. Therefore, all agreements signed by 
SABB and HSBC Saudi Arabia are subject to the disclosure conditions for conflict of interests besides the previous licensing 
condition issued by the Stakeholders General Assembly along with refraining the party relevant for conflict of interests (Any 
Board Member or the Stakeholder) from voting on the decisions related to the contracts signed between him/ her and SABB 
Takaful. Dealings between SABB Takaful and SABB have included Bank Insurance Agreement (Automatically renewable if it 
not rescinded by one of its parties and which is still effective as of the date of such Circular), besides a Lease Agreement of 
SABB Takaful Center located in Riyadh, Al Malaz, Setteen street (Effective as of 07/06/1444H (corresponding to 31/12/2022G) 
provided that it will be automatically renewable if not rescinded by one of the parties), Services Assignment Agreements 
related to Information Technology (Automatically renewable if they are not rescinded by one of the parties and which are 
still effective as from the date of such Circular). In addition to a number of insurance policies included among the standard 
insurance services frame provided by SABB Takaful. Regarding dealings between SABB Takaful and HSBC Saudi Arabia 
that allow the legal consultant of Walaa Insurance Company to access and review it, they are regarded as Investments 
Management Agreement and an Insurance policy that falls within the insurance services frame provided by SABB Takaful. 
In the light of the statement of SABB Takaful and in accordance with the minutes of General Assembly meetings reviewed 
by the latter, it is indicated to the legal consultant working for Walaa Insurance Company that the General Assembly of 
SABB Takaful certified all dealings of SABB Takaful with relevant parties referred to in the General Assembly’s meetings held 
on 13/05/2019G, 15/10/2020G, and 24/06/2021G except the Lease Agreement and Bank Insurance Agreement referred 
to above. Besides, the Lease Agreement and Bank Insurance Agreement mentioned above are continuous obligations 
transferred to the merging company after completing the Merger Transaction unless rescinded explicitly. 

If the Administration of SABB Takaful violated the disclosure of all current dealings with the relevant parties and violated 
obtaining the ratification of the General Assembly, this will be regarded as a violation of terms of Companies’ systems and 
Governance lawof the companies included besides terms of the governance lawof insurance companies; namely, terms 
related to Conflict of interests. This will force SABB Takaful to take one or more of the following procedures: Appointing 
one or more consultants to advise SABB Takaful regarding how to manage its businesses and/ or suspending any member 
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of SABB Takaful’s Board of Directors or any employee in case it was proven that he/ she was liable for the violation and/ or 
prohibiting SABB Takaful from accepting new subscribers, investors, or participants in any of its insurance activities or to 
limit this in case it is indicated to the Saudi Central Bank that any insurance company or any of the reinsurance companies 
has violated the terms related to the cooperative insurance companies surveillance system or its executive regulation or 
that it has followed a policy that will gravely affect its capability to fulfill its obligations.

In case the Merger Transaction has been completed, the merging company will be liable, before all regulatory entities and/ 
or any other party, for any violation committed by SABB Takaful before the Merger Transaction which includes dealings 
with relevant parties without obtaining the consent of Stakeholders Ordinary General Assembly and/ or ratification of 
the Board of Directors. The Merging Company shall abide by systems and regulations of the Corporate Governance. It is 
noteworthy that if the dealings and agreements are not entered with relevant parties in the future on a mere commercial 
basis considering the interests of the Merging Company, or some or all of such dealings and agreements were not accepted 
by the Stakeholders Ordinary General Assembly in the Merging Company, the Merging company will be liable for paying 
any penalties and/ or compensations emerging out of the violations committed from SABB Takaful side before the Merger 
Transaction and/ or violations committed after the Merger Transaction. In case this takes place, this will affect the businesses 
of the merging company and its financial status negatively after the completion of the Merger Transaction.

2.3.2 Risks Related to Compliance with the Laws of the Saudi Central Bank
Outsourcing Regulation related to the insurance companies, the reinsurance companies, and the self-employed issued 
by the General Administration for Control over the insurance companies in the Saudi Central Bank, requires obtaining no 
objection of the Saudi Central Bank before the insurance companies sign the contracts assigning the core tasks. In this 
regard and in the light of the subsequent inspection visit conducted by the representatives of the Saudi Central Bank 
towards SABB Takaful, a letter was sent to SABB Takaful on 30/11/1441H (corresponding to 21/07/2020G) from the Saudi 
Central Bank including the enumeration of a number of violations for instance: SABB Takaful Administration failure to abide 
by determining a strategy and a mechanism for attracting and hiring the leader and executive employees. In addition, 
SABB Takaful depends on SABB, an agreement shall be concluded between SABB Takaful and SABB including a number 
of technical and non-technical services for SABB Takaful. This stipulates the assignment of a number of core tasks to SABB 
without receiving a prior no objection from the Saudi Central Bank

SABB Takaful has signed a number of agreements with services providers including a Services Assignment Agreement 
related to the information technology risks with SABB without obtaining no objection from the Saudi Central Bank. During 
the due diligence inspection phase, SABB Takaful has mentioned that the aforementioned agreement does not contain 
the assignment of core tasks. Therefore, it is not necessary to obtain no objection from the Saudi Central Bank. However, 
nothing proves the legal validity hereof due to the fact that services related to information technology systems are core 
services (according to clause (45-G) from the annex attached to the Outsourcing Regulation of the insurance companies, 
reinsurance companies, and the self-employed) whereas the insurance companies are not allowed to assign them to third 
parties except after obtaining no objection from Saudi Central Bank by virtue of provisions of clause 35 of section (C) of the 
aforementioned Outsourcing Regulation.

In addition to the Agreements signed with SABB, SABB Takaful has signed agreements for implementing training programs 
with both Al Jonah Training Center, Al-Mujaz Education & Training, and CSTC for Training without obtaining no objection 
from the Saudi Central Bank concerning any of those agreements. SABB Takaful has already stated that the abovementioned 
agreements are not regarded as core tasks. In this regard, it is noteworthy that Employees Training services are examples 
of arrangements concerning the assignment of notable core tasks in the annex of the Outsourcing Regulation (especially 
in paragraph (C) hereof ). It is also noteworthy that the abovementioned agreements do not include a number of 
clauses for which the Outsourcing Regulations have stated the necessity to be added in the agreements including core 
assignment arrangements including confidentiality, privacy, and security of information, third party obligations in case of 
subcontracting, the obligation of the third party to returning or corrupting all data when the arrangement ends and other 
clauses. This will form a violation of the Outsourcing Regulation and leads to refusal of penalties and/ or taking procedures 
against SABB Takaful.

It is indicated from the due diligence inspection report that all of the abovementioned agreements are still effective and 
will be transferred to the Merging Company after the completion of the Merger Transaction unless the Board of Directors 
of the Merging Company has decided to terminate them. This will impose the abovementioned penalties on the Merging 
Company in case the violations were not corrected. Therefore, this will lead to a negative substantial effect on the businesses 
related to the Merging Company and its financial status, operations outcomes, its share profits, and future prospect.

Hence, in case the Saudi Central Bank has deemed that all or any of the abovementioned agreements are actually subject 
to the Outsourcing Regulation and that signature and renewal hereof are subject to no objection of the Saudi Central Bank. 
Penalties may be imposed on the Merging Company and/ or procedures may be taken against it by the Saudi Central Bank 
including the suspension of any member of the Board of Directors and/ or employees of the Merging Company whose 
liability for violation is proven and/or prohibition of the Merging Company from accepting new subscribers, investors or 
participants in any of its insurance activities and/ or putting limit hereto. Moreover, the Merging Company shall be obliged 
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to take any other necessary steps and/ or dissolve the Merging Company if the violations were not corrected and financial 
penalties will be imposed hereon whose value does not exceed one million Saudi Riyals.

In addition to the above, the Saudi Central Bank, in the light of the inspection visit conducted by its representatives, 
has sent a letter to SABB Takaful on 15/06/1441H (corresponding to 09/02/2020G), including several notes related to 
violating SABB Takaful the compliance rules put in place by virtue of systems and regulations of the Saudi Central Bank 
considering the procedure. In the light of the subsequent inspection visit conducted by the representatives of the Saudi 
Central Bank towards SABB Takaful, a letter was sent to SABB Takaful on 30/11/1441H (corresponding to 21/07/2020G) 
including the enumeration of the additional violations mentioning for instance: if no evidence was submitted proving that 
effective procedures are provided to control, follow up, and manage the investigating activities and assets and to verify 
the investigative borders inside and outside the kingdom; if there are no sufficient number of employees to perform the 
following tasks: Financial tasks, information technology, obligation, Risk Management, Internal Review, Investment, surge 
of labour turnover in SABB Takaful; if SABB Takaful did not submit something proving the development of an emergency 
plan for the tasks assigned to the third party whereas the plan clarifies the procedures to be followed by SABB Takaful in 
case any assignment arrangement is suddenly terminated or if the third party is not capable to fulfill their obligations for 
any reason whatsoever in accordance with the Tasks Assignment Agreement.

Moreover, the abovementioned letter of the Saudi Central Bank sent to SABB Takaful on 30/11/1441H (corresponding 
to 21/07/2020G) has included the number of additional violations including the non-existence of substitution and the 
succession of updated and approved plans and the non-existence of a plan maintaining the human resources to face the 
increase in the number of resignations in the leading and technical positions; there are vacancies in the leading positions 
based on the regulatory structure of SABB Takaful for the non-existence of an approved and updated statement of risks 
susceptibility made by SABB Takaful; no connection with strategic risks were made by SABB Takaful in 2020G, the Risk 
Administration did not abide by the timetable to address the earmarked risks as it was noted there are some risks that are 
still pending since 2017G.

In addition to all the above, it was indicated in the light of the letter received from the external financial auditor of SABB 
Takaful that SABB Takaful is not complied with the provisions of Article (40) of the executive regulation related to the 
insurance company surveillance system which obliges the insurance companies to abide by reinsurance a percentage 
of 30% of total insurance installments at least inside the kingdom while reinsuring. If this was impossible, SABB Takaful 
shall obtain approval from the Saudi Central Bank to which such amount will be returned. In such case, it will be entitled 
to the right to oblige SABB Takaful to return the insurance to a certain part of the direct insurance processes which will be 
subscribed in the Kingdom for a domestic company or domestic companies of reinsurance located inside or outside the 
Kingdom in accordance with the insurance market status.

On the other hand, SABB Takaful is obliged by virtue of Article 14 of the Cooperative Insurance Companies Control Law and 
Article 58 of the executive regulation of the Cooperative Insurance Companies Control Law to form a regulatory depositary. 
The legal consultant of Walaa Insurance Company asked SABB Takaful to provide him with a copy of the regulatory 
depositary certificate, however, it stated that the certificate is not available. Noting that it was indicated through the financial 
statement of SABB Takaful of 2020G that there is a regulatory depositary with an amount of 34,000,000 covering 10% of 
SABB Takaful’s capital. In case SABB Takaful fails to form a regulatory depositary, it will be violating provisions of Article 
14 of the Cooperative Insurance Companies Control Law and Article 58 of the executive regulation of the Cooperative 
Insurance Companies Control Law. Hence, the Merging Company’s Board of Directors shall make sure of the reason for the 
non-availability of the regulatory depositary formation certificate although it was found in the financial statements of SABB 
Takaful in 2020G.

Any default taking place while correcting the deficiencies mentioned above will lead to charging the Merging Company 
with any violations and/ or penalties imposed by the Saudi Central Bank. Such violations and/ or penalties are summarized 
in accordance with the Cooperative Insurance Companies Control Law provisions in Article (19). Whereas if it is indicated 
to the Saudi Central Bank that any of the insurance companies or reinsurance companies have violated the Cooperative 
Insurance Companies Surveillance provisions or its executive regulation or has followed a policy that will gravely affect 
its capability to fulfill its obligations shall take one or more of the following procedures: (1) Appointing one or more 
consultants to advise the insurance company regarding how to manage its businesses, (2) suspending any member of the 
Insurance Companies’ Board of Directors or any of its employee in case it was proven that/ she was liable for the violation, 
(3) Prohibiting the Insurance Company from accepting new subscribers, investors, or participants in any of its insurance 
activities or to limit this, (4) Obliging the Insurance Company to take any other steps if deemed necessary. 
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2.3.3 Risks Related Related to not obtaining the No Objection from the Saudi 
Central Bank for a Number of Agreements 

SABB Takaful has signed a number of agreements with services providers including a Services Assignment Agreement 
related to the information technology risks with SABB without obtaining no objection from the Saudi Central Bank. 
During the due diligence inspection phase, SABB Takaful has mentioned that the aforementioned agreement does not 
contain the assignment of core tasks. Therefore, it is not necessary to obtain no objection from the Saudi Central Bank. 
However, nothing proves the legal validity hereof due to the fact that services related to information technology systems 
are core services (according to clause (45-G) from the annex attached to the Outsourcing Regulation of the insurance 
companies, reinsurance companies, and the self-employed) whereas the insurance companies are not allowed to assign 
them to third parties except after obtaining no objection from Saudi Central Bank by virtue of provisions of clause 35 
of section (C) of the aforementioned Outsourcing Regulation. Furthermore, the letter sent from Saudi Central Bank to 
SABB Takaful on 30/11/1441 (corresponding to 21/07/2020G) stated that SABB Takaful has signed the Technical Services 
Provision Agreement with SABB. This Agreement includes the provision of core services with the meaning identified in 
the Outsourcing Regulation mentioned above. Thus, such agreement requires obtaining the no objection from the Saudi 
Central Bank however, SABB Takaful did not take any step forward to obtain it till the date of the Circular herein.

In addition to the Agreements signed with SABB, SABB Takaful has signed agreements for implementing training programs 
with both Al Jonah Training Center, Al-Mujaz Education & Training, and CSTC for Training without obtaining no objection 
from the Saudi Central Bank concerning any of those agreements. SABB Takaful has already stated that the abovementioned 
agreements are not regarded as core tasks. In this regard, it is noteworthy that Employees Training services are examples 
of arrangements concerning the assignment of notable core tasks in the annex of the Outsourcing Regulation (especially 
in paragraph (C) hereof ). It is also noteworthy that the abovementioned agreements do not include a number of 
clauses for which the Outsourcing Regulations have stated the necessity to be added in the agreements including core 
assignment arrangements including confidentiality, privacy, and security of information, third party obligations in case of 
subcontracting, the obligation of the third party to returning or corrupting all data when the arrangement ends and other 
clauses. This will form a violation of the Outsourcing Regulation and leads to refusal of penalties and/ or taking procedures 
against SABB Takaful.

Based on the foregoing, it is noticed through the due diligence legal inspection report that any violation committed by 
SABB Takaful regarding the requirements of Outsourcing Regulation concerning the insurance companies, reinsurance 
companies, and the self-employed, will impose penalties on SABB Takaful represented in financial penalties. Through 
such a frame, it is noteworthy that all of the abovementioned agreements herein are still effective. Therefore, they will 
be transferred to the Merging company after the completion of the Merger Transaction. This in turn will impose the 
abovementioned penalties on the Merging Company in case the violations were not corrected. Therefore, this will lead 
to a negative substantial effect on the businesses related to the Merging Company and its financial status, operations 
outcomes, its share profits, and future prospects.

2.3.4 Risks Related to Governance
The Corporate Governance Regulation issued by the Board of Capital Markets Authority and the Insurance Corporate 
Governance Regulation issued by the Saudi Central Bank includes compulsory clauses concerning the formation of the 
board of directors, its committees, competencies, responsibilities, meetings, rights and duties of its members, and terms 
dealing with conflict of interests cases between its members and the Company; to ensure the clarity of the relationship 
between the Stakeholders from one side and Companies’ Board of Directors from another side; and between Board 
of Directors and Executive Administration team. It also pays great attention to the rights of the Stakeholders in those 
companies; such as the right to perform ordinary dealing without discrimination and obtaining the information with 
transparency so that they will be able to practice their statutory rights to the fullest extent.

Failure to comply withthe Corporate Governance Lawwill lead to imposing penalties on SABB Takaful. Whereas Article (19) 
of the Insurance Company Surveillance System has allowed the Saudi Central Bank to take one or more of the following 
procedures against the violating insurance companies and reinsurance companies: (1) Appointing one or more consultants 
to advise the insurance company regarding how to manage its businesses, (2) suspending any member of the Insurance 
Companies’ Board of Directors or any of its employee in case it is proven that/ she is liable for the violation, (3) Prohibiting 
the Insurance Company from accepting new subscribers, investors, or participants in any of its insurance activities or to 
limit this, (4) Obliging the Insurance Company to take any other steps if deemed necessary. In case it is indicated to the 
Saudi Central Bank that the Company continues to violate provisions of such Lawor its executive regulation and did not 
respond to any of the procedures taken by the Saudi Central Bank according to this Article. In spite of imposing the penalties 
mentioned in such system, the Central Bank may request the dissolution of the company as indicated in Article (21) of the 
Cooperative Insurance Companies’ Surveillance System. Without prejudice to a more severe penalty stipulated in another 
system, anyone violating any provision of the Cooperative Insurance Companies’ Surveillance System will be penalized 
with an amount not exceeding one million Saudi Riyal and will be imprisoned for a period not exceeding four years or 
by imposing one of those penalties in addition to all of the above. Violating the provisions of the Corporate Governance 
Regulation issued by the Capital Markets Authority will impose penalties on the companies besides the procedures taken 
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against them by the Committee for Resolution of Securities Disputes based on a claim filed against them by the Capital 
Markets Authority for violating the regulations and rules issued by the Authority by virtue of the provisions of Article fifty-
nine of the Capital Market Law. Penalties stipulated in Article fifty-nine of the Capital Market Law include the following: 
Obliging the Company to take the necessary steps to correct the violation or to avoid the occurrence of a violation; obliging 
the Company to pay an amount not exceeding triple the amount of the profit achieved or triple the loss avoided as a result 
from such violation; compensating people affected from such violation; suspending securities brokerage of the Company; 
confiscating and executing properties and imposing the suspension. Moreover, the Authority may – in addition to taking 
the previous procedures – request the Committee for Resolution of Securities Disputes to impose a financial penalty not 
exceeding twenty-five Million Saudi Riyals (25,000,000) for each violation. It is noteworthy that the Merging Company will 
pay financial penalties and/ or will impose penalties emerging out of any obligations assigned to it from SABB Takaful and/
or its current obligations. This in turn will gravely affect the businesses of the Merging Company, its financial status, and 
results after the completion of the Merger Transaction.

The legal due diligence investigation conducted on the SABB Takaful showed that SABB Takaful signed with the Saudi 
British Bank (SAAB) a lease agreement for its centers located in Riyadh and a bank insurance agreement, noting that the 
Saudi British Bank (SAAB) is one of the related parties (according to the provisions of Articles no. 42 and 43 from the 
Corporate Governance Regulations that considered major shareholders to be related parties). The two agreements referred 
to have not been approved by the General Assembly of SABB Takaful, which may constitute a violation of the provisions 
of the Companies Law, the Listed Companies Governance Regulations and the provisions of the Insurance Companies 
Governance Regulations, especially the provisions on conflict of interest, and that the two agreements referred to are 
part of the transactions that will be transferred to the merging company after the completion of the Merger Transaction, 
and therefore the failure of the General Assembly of SABB Takaful to approve it for any reason may lead, as a result of 
the completion of the Merger Transaction, to the transfer of responsibility resulting from violating the provisions of the 
governance regulations of listed companies and insurance companies to the merging company.

In this regard, it is noted that the Bank Insurance Agreement and the Lease Agreement mentioned herein are continuous 
obligations to be transferred to the Merging Company after the completion of the Merger Transaction if not rescinded. 
Therefore, the merging company will be liable for the provisions of the Compulsory Governance especially provisions 
related to conflicts of interests. Thus, the merging company will be liable for any violation to the Governance Lawprovisions 
mentioned above if not settled. This will result in paying any penalties and/or compensations resulting from the violations 
mentioned above. If this takes place, this will negatively affect the merging company’s business, financial position, results 
of operations, and profitability of its shares.

2.3.5 Risks Related to Non-Compliance with the Laws of the General 
Organization for Social Insurance 

The presence of employees working for SABB Takaful without declaring them to the General Organization for Social 
Insurance constitutes a violation of the Insurance Companies Control Law and the Social Insurance Law. Violation of the 
Social Insurance Law may result in SABB Takaful being subject to the penalties stipulated in Article no. 62 of the Social 
Insurance Law, which are financial penalties. Therefore, if the employees of Saudi British Bank (SAAB) continue to work for 
the merging company after completing the Merger Transaction without declaring them to the General Organization for 
Social Insurance, the latter may be subject to financial penalties as a result of the aforementioned violations, and therefore 
a material negative impact will appear on the merging company’s business, financial position, results of operations and 
profitability of its shares.

2.3.6 Risks Relating to SABB Takaful Claims and Legal Disputes 
The financial due diligence report indicated the existence of long-term insurance claims against SABB Takaful, with a total 
value of (25.27) million Saudi riyals (as on the date of this circular). In addition, SABB Takaful may be subject to claims or 
complaints by holders of insurance policies issued by it (including insurance policies issued to SABB Takaful clients prior 
to the Merger Transaction) or by persons with whom it deals in the ordinary course of its business. The merging company 
cannot ensure that such lawsuits do not occur and that they cannot foresee their results or cost, especially in terms of 
compensation and/or violations that may be awarded against the merging company. The aforementioned insurance claims 
may, in the event of a dispute, turn into insurance disputes that expose the merging company to legal claims, noting that 
SABB Takaful has set 100% of the reserves necessary to meet all its claims, according to the SABB Takaful’s management 
statement. It should also be noted that previous claims and legal disputes that have not been disclosed by SABB Takaful 
may appear for the purposes of legal due diligence, and the merging company cannot guarantee the absence of such 
undisclosed lawsuits or judicial claims, and if they exist, the merging company may be subject to prosecution according to 
the completion of the Merger Transaction. In the event that any or all of the above-mentioned risks are realized, a material 
negative impact will appear on the merging company’s business, financial position, results of operations and profitability 
of its shares.
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2.4 Commercial Risks Related to SABB Takaful 

2.4.1 Risks Related to Development of SABB Takaful Current Business
The current business and activities of SABB Takaful may not grow according to the levels that the members of the Board of 
Directors of Walaa Insurance Company want to reach after the completion of the Merger Transaction. The objectives of the 
Merger Transaction may not be achieved (described in Section No. 4.2.2 “Merger Transaction Motives and Implications for 
Walaa Insurance Company” of this Circular), including its ability after completion of the Merger Transaction to retain the 
existing key employees of SABB Takaful Co. (such as the CEO, CFO, and CIO) and its major clients (such as the Saudi British 
Bank) after the completion of the Merger Transaction. Therefore, the merging company failure to maintain employees and 
key customers and/or to face unsuitable conditions for the development of its business, may adversely affect the merging 
company’s business, financial position and outcomes.

2.4.2 Risks Related to the Transferring Process of the Used Information System 
in SABB Takaful

The financial due diligence indicated that the SABB Takaful information system calculates the technical precautions 
manually (not automatically). If the technical precautions are not automatically calculated in the future, this may affect 
the accuracy of calculating technical precautions, which will adversely affect the requirements of the financial report, if the 
merging company is unable to reform the calculation process, and if the merging company’s management depends on 
incorrect inputs regarding technical precautions. If it is necessary for the merging company to reverse technical reserves 
that were not correctly calculated in the financial statements, a negative impact will appear on the merging company’s 
business, financial position and outcomes after the completion of the Merger Transaction. If the manual calculation of 
technical precautions leads to material errors in the financial statements of SABB Takaful as declared by the Saudi Central 
Bank and/or the Zakat, Tax and Customs Authority, or If there is material misstatements in the financial statements of SABB 
Takaful, the merging company may be subject to penalties and/or taken measures, including suspending any member of 
the board of directors or any of the employees of the merging company from being held liable for the violation, preventing 
the merging company from accepting new subscribers, investors or participants in any of its insurance activities or limiting 
it, obligating the merging company to take any other necessary steps, or dissolving the merging company, if the company 
did not correct the violations and imposing financial penalties on it whose value does not exceed one million Saudi Riyals. 
Based on the foregoing, the realization of any of the above-mentioned risks may cause a material negative impact on the 
merging company’s business, financial condition, operations outcomes and profitability of its shares.

2.4.3 Risks Related to Collecting Receivables from Debtors
Below are details of SABB Takaful accounts receivable (includes the net balance of accounts receivable, in addition to the 
total balance of accounts receivables from related parties):

Table: Details of Accounts Receivable for SABB Takaful (includes the total balance of accounts receivable, in addition to the 
total balance of the required account receivable from related parties for SABB Takaful). 

Customer(s)

Concentration 
Amount of 
Accounts 

Receivable 
for 2019G 

(Thousands of 
Saudi Riyals)

Concentration 
Ratio of 

Accounts 
Receivable for 

2019G

Concentration 
Amount of 
Accounts 

Receivable 
for 2020G 

(Thousands of 
Saudi Riyals)

Concentration 
Ratio of 

Accounts 
Receivable for 

2020G

Concentration 
Amount of 
Accounts 

Receivable 
for the Third 

Quarter 
of 2021G 

(Thousands of 
Saudi Riyals)

Concentration 
Ratio of 

Accounts 
Receivable 

for the Third 
Quarter of 

2021G

Takaful Policy 
Holders 1,823 6.77% 19,196 41.15% 10,101 18.61%

Re-Takaful / 
Reinsurance 
Companies

3,304 12.27% 1,422 3.05% 29,366 54.10%

Saudi British 
Bank (Related 
Party)

21,800 80.96% 26,028 55.80% 14,810 27.29%

Total 26,927 100% 46,646 100% 54,277 100%

Source: Financial Due Diligence Report
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In accordance with the financial statements for the third quarter of the financial year 2021G, the receivables amount 
provision is (1.5) million Saudi Riyals. The provision amount for doubtful debts is (1.4) million Saudi Riyals as on 2020G. 
The provision amount for doubtful debts is (521) thousands Saudi Riyals as on 2019G. Provisions for doubtful debts shall 
be calculated, at a minimum, in accordance with Article No. (69) (2) (d) of the Executive Regulations of the Cooperative 
Insurance Companies Control Law, as follows: 

1. 10% of the total amounts owed by reinsurers whose terms exceeded One Hundred and Eighty (180) days

2. 15% of the total amounts owed by the insured, whose terms exceeded ninety (90) days

3. 25% of the total amounts owed by the insured, whose terms exceeded one hundred and eighty (180) days

4. 75% of the total amounts owed over three hundred and sixty (360) days

5. 100% of outstanding and disputed amounts

The following table shows the total receivables, the taken provisions against those receivables and their ratio of the total 
receivables, the average collection period and written off debts:

Table: Total receivables, taken provisions against those receivables, their ratio of total receivables, and average 
collection period. 

2019G 2020G Third Quarter of 2021G

Total Receivables (Thousands of Saudi Riyals) 26,927 46,646 54,277

Receivable Provision (Thousands of Saudi Riyals) (521) (1,386) (1,526)

Net Receivables (Thousands of Saudi Riyals) 26,406 45,260 52,751

Net of Written Insurance Premiums (Thousands of Saudi Riyals) 112,650 126,991 103,717

Provision Ratio to Total Receivables 1.93% 2.97% 2.81%

Average Collection Period (Day)* 85.6 130.1 185.6

Source: The financial statements of SABB Takaful for the third quarter of the financial year 2021G, the financial statements of the SABB Takaful for the financial 
2020G, the financial due diligence report, and ALJAZIRA CAPITAL analysis.

* The average collection period is the amount of time (day) that the company takes to receive the due payments from its customers in terms of accounts 
receivable. It is used to ensure that the company has sufficient liquidity to meet its financial obligations. The method of calculating this period is as follows: 
Average collection period = (net accounts receivable/net written premiums).

* Number of Year Days. 

If SABB Takaful is unable to collect the receivables from the debtors, a negative impact will appear on the merging 
company’s business, financial position, outcomes, share profitability and forward-looking expectations, and on achieving 
the desired benefits from the Merger Transaction.

2.4.4 Risks Related to Dealing with Reinsurance Alliances
Previously, SABB Takaful dealt with international and regional reinsurance companies, due to the increasing cost of 
reinsurance by international companies. SABB Takaful has contracted with a local reinsurance company (the Walaa 
Insurance Company), in addition to continuing to deal with international reinsurers. Noting that the reinsurance agreement 
between SABB Takaful and Walaa Insurance Company, so that the reinsurance premiums are distributed by Walaa Insurance 
Company among other reinsurance companies to reduce the risks of reinsurance premiums concentration on Walaa 
Insurance Company

Noting that the current arrangement shall take into account the reinsurance with SABB Takaful, especially when starting 
the business merger process, and if the reinsurance agreement is not restructured in line with the requirements of the 
merging company, a negative impact will appear on the merging company’s business and prospects, and on achieving the 
desired benefits from the Merger Transaction. 
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2.4.5 Risks Related to Concentration of Written Premiums on Products
The written premiums for the Group’s insurance portfolio are concentrated on two products as shown in the table below. 
The written insurance premiums for the group’s insurance portfolio were concentrated in the product of the Takaful 
program to protect the group’s debts. These premiums represented approximately (92.8%), (96.7%) and (86.8%) of the 
total written insurance premiums for the group’s portfolio of SABB Takaful for the financial years ended on December 31, 
2018G, 2019G and 2020G. 

The following table shows the written insurance premiums for the group insurance portfolio by product for the financial 
years ended on December 31, 2018G, 2019G and 2020G. 

Table of written premiums for the Group’s portfolio by product for the financial years ended on December 31, 2018G, 
2019G and 2020G. 

Product

Volume of 
Written 

Premiums for 
the Group’s 

Portfolio 
for 2018G 

(Thousands 
Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Group’s 
Portfolio for 

2018G

Volume of 
Written 

Premiums for 
the Group’s 

Portfolio 
for 2019G 

(Thousands 
Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Group’s 
Portfolio for 

2019G

Volume of 
Written 

Premiums for 
the Group’s 

Portfolio 
for 2020G 

(Thousands 
Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Group’s 
Portfolio for 

2020G

Group Debt 
Protection Takaful 
Program

38,573 92.8% 49,731 96.7% 59,959 86.8%

Group Care Takaful 
Program 3,000 7.2% 1,692 3.3% 9,124 13.2%

Total 41,573 100% 51,422 100% 69,083 100%

Source: Financial Due Diligence Report

The written insurance premiums for the individual portfolio were concentrated in the Savings Takaful Program Product. 
These premiums represented approximately (96.3%), (89.9%) and (82.8%) of the total written premiums for the individual 
portfolio of the SABB Takaful for the financial years ended on December 31, 2018G, 2019G and 2020G. 

The following table shows the written insurance premiums for the individual insurance portfolio by product for the financial 
years ended on December 31, 2018G, 2019G and 2020G.

Table of written premiums for the individual insurance portfolio by product for the financial years ended on December 
31, 2018G, 2019G and 2020G

Product

Volume of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio 

for 2018G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio for 

2018G

Volume of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio 

for 2019G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio for 

2019G

Volume of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio 

for 2020G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the Individual 

Insurance 
Portfolio for 

2020G

Savings Takaful 
Program 75,056 96.3% 69,316 89.9% 69,183 82.8%

Investment Takaful 
Program 2,673 3.4% 7,415 9.6% 13,888 16.6%

Care Takaful 
Program 243 0.3% 348 0.5% 447 0.5%

Total 77,971 100% 77,080 100% 83,518 100%

Source: Financial Due Diligence Report
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The written insurance premiums for the general insurance portfolio were concentrated in the Property Protection Takaful 
Program product. These premiums represented approximately (65.6%), (43.4%) and (47.9%) of the total written insurance 
premiums for the general portfolio of SABB Takaful for the financial years ended on December 31, 2018G, 2019G and 2020G.

The following table shows the written insurance premiums for the general insurance portfolio by product for the financial 
years ended on December 31, 2018G, 2019G and 2020G. 

Table of written premiums for the general insurance portfolio by product for the financial years ended on December 31, 
2018G, 2019G and 2020G

Product

Volume of 
Written 

Premiums for 
the General 

Insurance 
Portfolio 

for 2018G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the General 

Insurance 
Portfolio for 

2018G

Volume of 
Written 

Premiums for 
the General 

Insurance 
Portfolio 

for 2019G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the General 

Insurance 
Portfolio for 

2019G

Volume of 
Written 

Premiums for 
the General 

Insurance 
Portfolio 

for 2020G 
(Thousands 

Saudi Riyals)

Concentration 
Ratio of 
Written 

Premiums for 
the General 

Insurance 
Portfolio for 

2020G

Property Protection 
Takaful Program 13,395 65.6% 11,563 43.4% 23,499 47.9%

Cargo Takaful 
Program 3,420 16.7% 4,474 16.8% 6,707 13.7%

Fund Takaful 
Program 314 1.5% 567 2.1% 7,695 15.7%

Other 3,294 16.1% 10,048 37.7% 11,179 22.8%

Total 20,422 100% 26,651 100% 49,080 100%

Source: Financial Due Diligence Report

If one of the written insurance premiums decreases, a negative impact will appear on the merging company’s business, 
financial position, outcomes, share profitability, forward-looking expectations, and on achieving the desired benefits from 
the Merger Transaction.

2.4.6 Risks Related to Concentration of Underwritten Premiums on Customers
The written insurance premiums for SABB Takaful are concentrated on related parties, namely, the Saudi British Bank (which 
is one of the substantial owners of SABB Takaful (65.00%)) and the SABB Insurance Agency Company (in which the Saudi 
British Bank owns (100%) of the capital) and HSBC Saudi Arabia in which the Saudi British Bank owns (49%) of the capital). 
The written insurance premiums by related parties represented approximately (36.7%) and (36.6%) of the total written 
insurance premiums for SABB Takaful for the financial years ending on December 31, 2019G and 2020G, respectively. It 
represented approximately (30.3%) of the total written insurance premiums for SABB Takaful for the nine-month period 
ending on September 30, 2021G. 

The continues presence of the substantial shareholders (the Saudi British Bank) may not be guaranteed in the merging 
company upon the completion of the Merger Transaction, as, the Saudi British Bank will own (15.6%) of the merging 
company’s capital (while it owns (65.00%) in SABB Takaful). The Saudi British Bank can sell the shares that will be issued 
to it immediately after obtaining the approval of the Saudi Central Bank and other relevant regulatory authorities. The 
continuity of the desire of the substantial shareholders of SABB Takaful shall not guarantee to continue working with 
the merging company, either due to economic conditions, conditions related to the insurance market, the lack of the 
desired benefit from this business and/or because of their low ownership ratio in the merging company (compared to their 
previous ownership ratio in SABB Takaful), which in turn will affect the business of the merging company. In the event that 
the above-mentioned advantages relating to the presence of substantial shareholders of SABB Takaful (The Saudi British 
Bank) do not continue after the completion of the Merger Transaction, a negative impact will appear on the merging 
company’s business and prospects, and on achieving the desired benefits from the Merger Transaction.
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2.4.7 Risks related to Disputes and Tax and Zakat Obligations for SABB Takaful
The following tables show the Zakat and Tax Status of SABB Takaful, as it appears in the tax due diligence report. 

Summary of SABB Takaful Zakat Status

2019 -2020G2018G2017G2015 -2016G2011 -2014G2009 -2010GFinancial Years

SubmittedSubmittedSubmittedSubmittedSubmittedSubmitted
The status of submitting the 
Zakat declaration by SABB 
Takaful

Final 
Certificate 
obtained

Registered 
Certificate 
obtained

ObtainedObtainedObtainedObtainedZakat Certificate Status

Initial 
assessment 

was received 
ObtainedObtainedObtainedObtainedObtainedFinal Assessment Status

N/AThere are 
differences

There are 
differences

There are 
differences

There are 
differences

There are 
differencesDifferences Status 

N/A1.11.80.138Not Available1.1Differences Amounts (Million 
Saudi Riyals)

N/A0.0240.2600.138Not AvailableNot Available
The Paid Amount from the 
Differences (Million Saudi 
Riyals)

N/A1.0761.54-Not Available1.1Challenged Amount by SABB 
Takaful (Million Saudi Riyals)

N/AThe objection 
still stands

Objection 
terminated

Objection 
terminated

The objection 
still stands

Objection 
terminated

Objections Status by SABB 
Takaful

Source: Tax Due Diligence

Summary of Withholding Tax for SABB Takaful

2019 -2020G2018G2011 -2014GFinancial Years

SubmittedSubmitted

The status of filing a tax return 
was not supplied by SABB 
Takaful to the financial due 
diligence advisor during the 
submission of tax due diligence

The status of filing a tax return by SABB Takaful

Initial assessment was 
receivedObtainedObtainedStatus of final review by the Zakat, Tax and 

Customs Authority

N/AThere are differencesNot AvailableDifferences Status 

N/A0.277Not AvailableDifferences Amounts (Million Saudi Riyals)

N/ANot AvailableNot AvailableThe Paid Amount from the Differences (Million 
Saudi Riyals)

N/A0.277Not AvailableChallenged Amount by SABB Takaful (Million 
Saudi Riyals)

N/A

The objection has 
been closed and there 
are no outstanding 
amounts

The objection still standsObjections Status by SABB Takaful

Source: Tax Due Diligence
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It is possible that tax or zakat obligations of (SAR 1.1 million) may arise on Walaa Insurance Company shareholders and 
SABB Takaful in or outside the Kingdom because of the Merger Transaction or due to the disposition of the shareholders’ 
ownership of Walaa Insurance Company, SABB Takaful or for any other reason, taking into account any tax or zakat 
exemptions (including the obligation to disclose the Merger Transaction to the relevant tax and zakat authorities inside or 
outside the Kingdom, or to pay any tax or zakat obligations that may arise of the Merger Transaction). However, the issue 
of consideration shares for the Merger Transaction is not expected to result in a commitment to revenue fees or the like in 
the Kingdom (which are fees collected from the relevant government authorities in some countries in exchange for issuing 
new shares). The Kingdom’s zakat and tax regulations do not provide for what allows for the deferral of payment of zakat 
and taxes on mergers. The merging company cannot confirm that the Zakat, Tax and Customs Authority shall not impose 
any tax obligations arising from the Merger Transaction. The Zakat, Tax and Customs Authority may deal with the Merger 
Transaction as a transfer of SABB Takaful’s assets and obligations to Walaa Insurance Company at the prevailing market 
price for those assets and obligations as on the completion date of the Merger Transaction. The Authority may impose tax or 
zakat obligations on SABB Takaful or the merging company for any reason that may arising from such transfer. The merging 
company shall pay those obligations that may arise. Due to the flexibility of zakat and tax laws and their change from time 
to time, the merging company shareholders may be exposed to an increase in the imposed taxes due to the issuance of new 
tax laws, the amendment of the applicable tax laws and regulations or tax practices, declared or unstated interpretations 
by the relevant tax authorities of applicable local tax regimes, bilateral agreements or international agreements, or due to 
case law in relevant courts. If any of the above-mentioned risks materializes, it will have a materially negative impact on the 
merging company’s business, financial condition, operations outcomes and profitability of its shares. The shareholders of 
Walaa Insurance Company and SABB Takaful to discuss their zakat and tax conditions with their financial and tax advisors.

2.4.8 Risks related to the Accumulated Losses of SABB Takaful
Based on the financial statements for the third quarter of the financial year 2021G, the amount of the accumulated losses 
is (54.8) million Saudi Riyals. The number of accumulated losses is (56.8) million Saudi Riyals as on 2020G. The number of 
accumulated losses is (25.5) million Saudi Riyals as on 2019G. These accumulated losses represented 16.1% of the capital 
of SABB Takaful for the third quarter of the financial year 2021G. These accumulated losses represented (16.7%) and (7.5%) 
of the capital of SABB Takaful for the financial years ending on December 31, 2020G and 2019G, respectively. Noting that 
the assets and liabilities of SABB Takaful will be transferred to the merging company after the completion of the Merger 
Transaction. The merging company shall take corrective actions with regard to stopping the accumulated losses from the 
business of the SABB Takaful transferred to it, during the business merger process. If the merging company is not able to stop 
the losses arising from the transferred business of the SABB Takaful to it after the completion of the Merger Transaction, a 
negative impact will appear on the merging company’s business, financial position, results, share profitability and forward-
looking expectations and achieving the desired benefits from the Merger Transaction. 

2.4.9 Risks Relating to the Remeasurement of Goodwill
Goodwill is defined as an intangible fixed asset, and represents the price paid in excess of the book value of the net 
acquired assets in mergers and acquisitions. Goodwill is treated in accounting by recording the amounts paid in excess 
of the book value of the net assets purchased under the name “goodwill”, and it is shown in the consolidated financial 
statements at the book value. Walaa Insurance Company has prepared the hypothetical and condensed consolidated 
financial statements that transaction with the impact of the Merger Transaction on the consolidated historical statement of 
financial position and the consolidated historical income statement on December 31, 2020G for Walaa Insurance Company, 
assuming that the merger has already taken place as on January 1, 2020G. The hypothetical financial statements showed 
that it is expected that the Merger Transaction will result in a goodwill value of (57.5) million Saudi riyals. It is worth noting 
that the expected goodwill resulting from the Merger Transaction is not final, and to calculate the amount of goodwill, the 
share price of Walaa Insurance Company, which is hypothetically modified in the hypothetical financial statements as on 
February 24, 2022G, was based on (17) Saudi riyals. The total market value of the consideration shares is determined and 
reflected in the consolidated financial statements at a later time, based on the closing price of Walaa Insurance Company’s 
share price on the last trading day preceding the completion of the Merger Transaction, thus determining the accounting 
goodwill on the last trading day preceding the completion of the Merger Transaction. It is worth noting that goodwill is 
re-measured at the end of each financial year, and the re-measurement of goodwill may result in a decrease in its value and 
thus amortization of part and/or all of the goodwill value at the discretion of the auditor appointed by Walaa Insurance 
Company In the event that the re-measurement of the goodwill results in a decrease in its value and consequently the 
amortization of part and/or all of the goodwill value, this will negatively affect the income statement and the financial 
position of Walaa Insurance Company after the completion of the Merger Transaction. For more information related to 
goodwill, please review the hypothetical financial statements in Section No. 4.8 of this circular “The hypothetical financial 
statements of Walaa Insurance Company for the purpose of the Merger Transaction” and Appendix (2) of this circular 
“The hypothetical financial statements of Walaa Insurance Company for the fiscal year ending on December 31, 2020G 
for the purpose of the Merger Transaction”. 
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2.4.10 Risks Relating to unexploited investment returns
SABB Takaful maintains short-term deposits amounting to 95.5 million SAR as of September 30, 2021G, which generate 
relatively low rates of return (between 0.65% and 0.90%). Whereas, the financial due diligence indicated that SABB Takaful 
has a large excess of special solvency requirements (an increase of 182.2 million SAR as on September 30, 2021G). If 
excess liquidity is utilized, higher rates of return may be achieved while maintaining sound working capital requirements. 
Therefore, the failure of SABB Takaful to exploit the excess liquidity from the special adequacy requirements will have a 
negative impact on the profitability of the merging company’s share and its future expectations, and on achieving the 
desired benefits from the Merger Transaction. 

2.4.11 Risks Relating to Insurance Claims
The Financial due diligence investigation indicated the entitlement of (117) insurance claims owed by SABB Takaful related 
to accidents or incidents that occurred more than two years ago, including what dates back to 2012G. The total value of the 
aforementioned claims is (25.27) million Saudi riyals as on September 30, 2021G.

In this regard, it should be noted that the unpaid claims will be transferred to the Walaa Insurance Company after the 
completion of the Merger Transaction and that the latter will become obligated to pay these amounts. The transfer of 
debts represented by the amounts of due and unpaid insurance claims may negatively affect the merging company’s 
finances and increase its burdens, and the merging company’s failure to pay the outstanding claims may lead to legal and 
judicial prosecutions against the merging company. Consequently, a material negative impact will appear on the merging 
company’s business, financial position, results of operations and profitability of its shares. 

2.4.12 Risks Relating to Internal Regulations Non-Compliance
The financial due diligence investigation indicated that the reports issued by the Internal Audit Department of SABB 
Takaful during the years 2020G and 2021G indicated that many elements that require action by the management of the 
SABB Takaful, including, but not limited to, compliance with anti-money laundering and fraud regulations and regulatory 
legislation. In the event that the merging company does not comply with the internal regulations and take corrective 
actions, the merging company will be held accountable and legal penalty. Consequently, a substantial and negative impact 
will appear on the merging company’s business, financial position, results of operations and share profitability. 

2.4.13 Risks Relating to Individual Family Takaful Written Premium Fee Costs
SABB Takaful generates most of its profits from the Family Takaful line for individuals through policy fees that are deducted 
from the values   of the investment funds linked to the units of the policyholders. From 2018G until the third quarter of 2021G, 
these fees amounted to about 20% of the total written premiums for individuals and included annual recurring fees such as 
acquisition, management, service fees and others. Further, it should be noted that these fees are charged to policyholders 
on an annual basis indefinitely until the expiry of the policy. Whereas SABB Takaful bears the commission expenses payable 
to SABB Insurance Agency Company (a wholly owned subsidiary of the Saudi British Bank) only on new business (0% 
discount on renewal works). Whereas the above-mentioned fees should be reviewed from a business perspective and 
compared to the best practices in the market especially with regard to the various fees charged to customers in addition 
to unlimited redundancy as well as clear communications with policyholders in order to ensure customer transparency. 
Furthermore, it should be considered whether there could be any requirement for SABB Insurance Agency to account for 
a portion of the fees charged to customers (which would be considered common practice) if it not been a related party, 
as well as the total commission expense charged by SABB Insurance Agency Company on the SABB Takaful, against the 
prevailing similar market rates, which will be charged by the SABB Insurance Agency Company to the merging company 
after the completion of the Merger Transaction. In the event that pricing is not based on a commercial perspective, it will 
have a fundamentally negative impact on the merging company’s business, financial position, results of operations and 
profitability of its shares. 

2.4.14 Risks Relating to SABB Takaful’s dealings with Walaa Insurance Company
It is worth noting that SABB Takaful deals with Walaa Insurance Company within the normal course of business as a 
broker and reinsurer for reinsurance in general insurance policies. As on September 30, 2021G, SABB Takaful recorded 
receivables from Walaa Insurance Company amounting to 206 thousand Saudi riyals. Such instruments will be transferred 
to Walaa Insurance Company after the completion of the Merger Transaction. In the event that no technical evaluation was 
carried out to determine the extent to which the risks of retaining insurance policies after the completion of the Merger 
Transaction, it will have a fundamentally negative impact on the merging company’s business and financial position, results 
of its operations and profitability of its shares. 
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2.4.15 Risks Relating to the Management of SABB Takaful Investments
SABB Takaful investments linked to units and held for Family Takaful policyholders are managed exclusively by HSBC Saudi 
Arabia (a related party to SABB Takaful), through an investment service provision agreement between the two parties. 
Whereas HSBC Saudi Arabia is entitled to collect management fees imposed on family takaful insurance policyholders for 
individuals in accordance with the terms of Islamic investment funds and SABB Takaful is entitled to receive distribution 
fees (named as discount income in the income statement). While it cannot be ascertained whether the discount income 
received is assumed to be a preferential rate or is made on commercial grounds. Therefore, the investment strategy and 
agreement shall be evaluated by the merging company in order to determine the most economically beneficial investment 
fund that can be offered to unit-linked policyholders. In the event that the investment agreement is not evaluated and the 
search for the most economically beneficial investment fund is not conducted, it will have a fundamentally negative impact 
on the merging company’s business, financial position, results of operations and profitability of its shares. 

2.4.16 Risks Relating to the Loss Rate of the Group Care Takaful Plan
With respect to the Group Care Takaful business line, which consists of more than 90% of group insurance policies from 
related parties in SABB Takaful, the technical performance and loss rate (underwriting costs of insurance policies net claims 
incurred to net premiums earned) were on the increased trend from 18.1% in fiscal year 2018G to 65.3% in fiscal year 2019G 
and 115.4% in fiscal year 2020G on the back of an increase in policy acquisition costs (after the related party documents 
were transferred to a third party broker), i.e. an increase in net claims (i.e. paid claims, change in outstanding debt and 
unreported losses) size and severity, in addition to the increase in the unexpired risk reserve as the calculated final net 
loss ratio assumed to the unexpired risk reserve is on an increasing trend (according to the actuarial calculation of SABB 
Takaful). Group Care Takaful Insurance increased from 103.5% in 2020G to 94.6% in the third quarter of 2021G, driven by 
lower insurance policy acquisition costs (-16.4%) mainly due to the non-renewal of credit card portfolio with the Saudi 
British Bank and a decrease in the initial insurance terms (-18.6%) based on the actuary’s recommendation to reduce the 
reserve based on a reduction in the inflation rate assumption from 6.0% to 4.0% per annum, along with the effect of the 
28.4% reduction in general and administrative expenses during the same period, as well as the decrease in the level of 
unearned reserve. In the event that there is a shortage of technical reserves, it will fundamentally and negatively affect the 
merging company’s business, financial position, results of operations and share profitability.

2.4.17 Risks Relating to Insurance Policy Acquisition Costs
Before the fiscal year 2019G, the SABB Takaful insures the group’s portfolio through the direct channel without the costs 
of acquisition insurance policies, but it was transferred as of the second half of the fiscal year 2019G to a third-part broker 
(Marsh) that charges 15.0% of commission expenses, which negatively affected the profitability of SABB Takaful by 8 million 
Saudi riyals in the fiscal year 2019G, 9.4 million Saudi riyals in the fiscal year 2020G and 6.3 million Saudi riyals at the 
beginning of the year 2015G. 

2.4.18 Risks Relating to Employee Turnover and Dropout
In light of the subsequent inspection visit conducted by representatives of the Saudi Central Bank to the SABB Takaful, a 
letter was sent to SABB Takaful on 01/04/1441H (corresponding to 28/11/2019G), noting that there was not a sufficient 
number of employees to perform the following tasks: financial, technical information, compliance, risk management, 
internal audit, investment, and the high rate of job dropout in SABB Takaful. 

SABB Takaful relies heavily on its employees to carry out the business requirements and employee leakage is a negative 
factor, which requires SABB Takaful to find other employees and then train them and ensure their full knowledge of the 
work. The recruitment process is a cumbersome and costly process, as it may require SABB Takaful to submit job offers 
with high financial benefits to attract the necessary competencies and/or SABB Takaful may have to deal with recruitment 
companies to bring in employees, which in turn constitutes an additional financial burden in the recruitment process. In 
the event that SABB Takaful is not able to maintain its employees, prevent job leakage and maintain a moderate employee 
turnover rate, a material negative impact will appear on the merging company’s business, financial position, results of 
operations and profitability of its shares. 

In addition to the above, it should be noted that, according to the Financial Due Diligence Report, the following positions 
were vacant as of September 30, 2021G: 

 x Senior Claims Manager

 x Chief Financial Officer

 x Chief Technology Officer 
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It is worth noting that during the fourth quarter of 2021G, two main positions became vacant:

 x Compliance Manager.

 x Corporate Governance Manager

The vacancy of the above-mentioned positions and jobs may affect the continuity of SABB Takaful’s work, and compliance 
with the relevant legislation, and therefore in the event of the occurrence of one or all of these risks, a material negative 
impact will appear on the merging company’s business, financial position, results of operations, share profitability and 
future prospects. 

2.5 Operational Risks in the Merging Company

2.5.1 Risks Relating to SABB Takaful not disclosing all material information 
during the due diligence process

The Merger Transaction will be executed in accordance with Articles No. (191), (192) and (193) of the Companies Law and 
subparagraph no. (1) of Paragraph no. (a) of Article no. (49) of the Merger and Acquisition Regulations, by merging SABB 
Takaful into Walaa Insurance Company and transferring all SABB Takaful’s assets and liabilities to Walaa Insurance Company 
For this purpose, Walaa Insurance Company, in cooperation with its advisors, conducted a due diligence investigation of 
the business of SABB Takaful. It was also agreed between the two companies on the coefficient and value of the exchange 
of shares based on several matters, including the documents and information that were provided by SABB Takaful to 
investigation within the framework of due diligence procedures, noting that some of the required documents were not 
submitted by SABB Takaful, due to its secrecy, or neglected to provide some of the required documents, either due to its 
loss or unavailability. In the event of the emergence of any material operational, legal or financial risks related to SABB 
Takaful’s business, assets or liabilities, they were not disclosed or reached during Walaa Insurance Company and its advisors 
conducting due diligence procedures on SABB Takaful, its business and assets, or if the expected, calculated or disclosed by 
SABB Takaful or any of its advisors, these risks (or information that was not disclosed to Walaa Insurance Company) will have 
a negative and material impact on the merging company’s business, financial position and results after the completion 
of the Merger Transaction, especially that it will be write-off of SABB Takaful as a result of the Merger Transaction, which 
entails the impossibility of pursuing it.

2.5.2 Risks Relating to Business Merger
The Merger Transaction requires the merger of Walaa Insurance Company business and the business of SABB Takaful, 
including the integration of administrative functions, organizational structure, information systems, and others. Due 
to the complex nature of the business combination process, the merging company will be exposed to operational risks 
resulting from difficulties, which it might face during the business merger of SABB Takaful into Walaa Insurance Company, 
thus leading to losses, particularly due to the inadequacy or failure of preventive and corrective measures and its internal 
systems or due to other external factors. The merging company may also be exposed to fraud by some of its employees or 
by any other party, and if the merging company transactions with unauthorized transactions, errors in operation, clerical 
errors, or errors in record keeping resulting from a defect in computer hardware or communication systems. A negative 
impact will appear on the acquiring company’s business and the acquiring company cannot guarantee that it will not 
incur any losses due to the failure of any of these controls or detection systems or the containment of operational risks 
in the future. In the event that any of the internal procedures or systems of the merging company fail to contain, disclose 
or address these risks quickly and effectively, if one or all of these risks are realized, a negative impact will appear on the 
merging company’s business, financial position, results of operations and future prospects. 

2.5.3 Risks Relating to the Merging of the Financial Report
The Merger Transaction requires the implementation of a mechanism to ensure the effective merging of the financial report, 
in order to ensure the conduct of the merging company’s business and its ability to issue its financial reports effectively 
after the completion of the Merger Transaction. The process of merging the financial report of Walaa Insurance Company 
with the SABB Takaful shall be managed in line with the expectations and requirements of the Walaa Insurance Company 
Accordingly, there are risks represented in the inability of the merging company to manage the process of merging of the 
financial report in a manner consistent with its expectations. It may require a period of time and additional costs in order for 
the merging company to be able to include the financial report in the required manner and to impose financial penalties 
on the merging company in the event of a violation of the regulations related to the merging of the financial report. The 
thing which will affect its business and profitability. In the event that the process of merging the financial report is not 
managed effectively, or if the necessary technical and operational support services are not provided, or if they are not of 
high quality, and thus negatively affect the merging company’s business, profits, costs, net income, assets, obligations and 
future expectations, and the consolidated financial results and results of operations after the completion of the Merger 
Transaction. 
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2.5.4 Risks Relating to the Merging Company’s Revenues and its ability to 
distribute profits to shareholders

The revenues of Walaa Insurance Company amounted to 848.9 million riyals in the year 2020G, and Walaa Insurance 
Company did not distribute cash dividends during the two years, and there are currently no restrictions imposed on Walaa 
Insurance Company with regard to distributing profits to its shareholders. The revenues of the SABB Takaful amounted to 
130.5 million riyals in the year 2020G, and the SABB Takaful did not distribute any profits. It must be taken into account that 
after the completion of the Merger Transaction, the business and revenues of Walaa Insurance Company may be affected 
by a number of risks of operational, financial and economic factors and factors related to insurance market conditions, 
which the merging company may not expect or that may be out of its control, which will affect its business and profitability. 
In addition, the merging company’s ability to distribute profits to shareholders may be affected by the restrictions that may 
be imposed on it in the future by the Saudi Central Bank. As, the distribution of profits to shareholders requires the approval 
of the Saudi Central Bank, and the Saudi Central Bank may consider at that time - and according to the circumstances - that 
the merging company must strengthen its capital by keeping the profits in the merging company’s financial position and 
not distributing them in order to support the merging company’s business. The merging company cannot confirm that 
its revenues and/or its distributable reserves and/or its earnings per share and/or its dividend distribution will be equal or 
greater than the earnings per share of Walaa Insurance Company prior to the completion of the Merger Transaction.

2.5.5 Risks of non-compliance with existing regulations and/or issuance of 
new regulations

Walaa Insurance Company and SABB Takaful are subject to a number of laws and regulations, including, for example, the 
regulations of the Ministry of Commerce, the Ministry of Investment, the Capital Market Authority, the Saudi Central Bank, 
the Council of Cooperative Health Insurance, the Zakat, Tax and Customs Authority, and the Ministry of Human Resources 
and Social Development. It is worth noting that the legal due diligence investigation of the SABB Takaful revealed some 
violations with regard to compliance with the current regulations, including but not limited to: 1) Not obtaining a civil 
defense license for the head office on SABB Takaful 2) Violating the regulations of the Saudi Central Bank related to money 
laundering. It should be noted that the merging company shall comply with all laws and regulations referred to above 
and/or other regulations applicable to it at all times and after the completion of the Merger Transaction, and the merging 
company shall correct the violations according to the requirements of the Saudi Central Bank. The merging company’s 
violation or non-compliance with the terms and conditions of these regulations may lead to the cancellation or suspension 
of the licenses issued to it or the imposition of penalties or financial fines on it, as the list of fines and penalties for municipal 
violations issued by Cabinet Resolution No. (218) on 6/8/1422H and its executive instructions stipulated the imposition of 
fines of no less than (200) Saudi riyals and not more than (500) Saudi riyals in the event that the municipal license and the 
civil defense license were not renewed. In addition, these laws and regulations may change in the future or be updated by 
the supervisory authorities and the competent authorities - and thus - the issuance of new laws and regulations from time 
to time. The merging company cannot assure that future changes in the regulations will not negatively affect its business, 
its financial position or the results of its operations, and the merging company cannot provide any guarantee that it will 
be able to adapt to all these changes in a timely manner. In the event that one or all of these risks are realized, a negative 
impact will appear on the merging company’s business, its financial position, results of operations, share profitability and 
future prospects. 

2.5.6 Risks Relating Not Issuing or Maintaining Licenses
Walaa Insurance Company currently owns valid insurance licenses (as on the date of this circular) issued to it by the Saudi 
Central Bank to practice insurance activity in the branches of general insurance, health insurance, protection insurance, 
savings and reinsurance. These licenses are considered an essential factor for Walaa Insurance Company ability to continue 
providing its business in the insurance activity. Walaa Insurance Company owns a valid foreign investment license (as on 
the date of this circular) issued by the Ministry of Investment.

SABB Takaful currently owns a valid insurance license (as on the date of this circular) issued to it by the Saudi Central 
Bank to practice protection, savings and general insurance activity. The merging company shall also maintain the licenses 
previously issued to it, which are the license to practice general insurance, health insurance, protection insurance, savings 
and reinsurance. The issuance and maintaining of the above-mentioned licenses is an essential factor for the continuity 
of the merging company’s business and/or its expansion. It is worth noting that obtaining these permits and approvals 
may take a long and unpredictable time, and that the merging company may not be able to obtain these approvals and 
permits, and therefore this will affect the merging company’s ability to conduct its business and achieve its objectives. It 
is worth noting that the merging company shall comply at all times with the instructions of the Saudi Central Bank and 
its implementing regulations to maintain the licenses issued to it. The Saudi Central Bank has the right to withdraw the 
licenses issued to the merging company in the following cases: If the licensed activity has not been carried out within six 
months, and/or if the merging company does not meet the requirements of the law or the executive regulations of the 
Saudi Central Bank, and/or if the Saudi Central Bank finds that the merging company has intentionally provided it with 
incorrect information or data, if the Saudi Central Bank finds that the rights of the insured, beneficiaries or shareholders 
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are at risk of being lost as a result of the way in which the activity is conducted, and/or if the merging company goes 
bankrupt, making it unable to meet its obligations, and/or If the merging company practices the activity in a deliberate 
manner of fraud and deception, and/or if the capital falls below the prescribed minimum, and/or if the insurance activity in 
the insurance branches has decreased to the level that the Saudi Central Bank deems ineffective in its performance, and/
or if the merging company refuses to pay the claims owed to the beneficiaries unjustly, and/or if the merging company 
prevents the inspection team assigned by the Saudi Central Bank from performing its tasks in examining the records, and/
or if the merging company refrains from implementing a final judgment issued to any insurance disputes and other cases. 
The withdrawal or non-issuance of any of the licenses and permits for the merging company will have a material negative 
impact on the merging company’s business, financial condition, results of operations, share profit and future prospects. 

2.5.7 Risks Relating to Anti-Money Laundering and Combating the Financing 
of Terrorism Regulations 

Walaa Insurance Company and SABB Takaful are currently compliant with the Anti-Money Laundering and Combating 
the Financing of Terrorism Regulations issued by the Saudi Central Bank (Anti-Money Laundering and Terrorist Financing 
Rules for Insurance Companies, Anti-Money Laundering Law and its Implementing Regulations, Anti-Terrorism Crimes 
and Financing Law and its Implementing Rules) and these regulations clarify the necessary procedures to be taken when 
accepting any client (whether an individual or a company), and it also explains the due diligence procedures to be followed, 
in addition to the procedures for reporting suspicious operations and other procedures. Walaa Insurance Company and 
SABB Takaful are currently storing information about their clients through their computer systems. It is worth noting 
that the merging company shall, upon completion of the Merger Transaction, continue to comply with the provisions 
of the anti-money laundering and combating the financing of terrorism regulations. The merging company will review 
the information of the clients whose valid insurance policies will be transferred to it after the completion of the Merger 
Transaction and will also save their information within the computer systems of the merging company. Since the review 
of these files and ensure their compliance with the regulations of anti-money laundering and combating the financing of 
terrorism and keeping them within the computer systems of the merging company is considered a process that requires 
time, this may result in the merging company not complying with the anti-money laundering and combating the financing 
of terrorism regulations at some time. Nor can the merging company guarantee its full and permanent compliance with 
these procedures and requirements. Failure to comply with anti-money laundering and combating terrorist financing 
regulations makes the merging company liable to legal accountability and thus leads to the imposition of fines and/or 
penalties that will be borne by the merging company. In the event that the merging company does not comply with the 
regulations of anti-money laundering and combating the financing of terrorism, this will result in a violation of them by 
the regulatory authorities, and thus a material negative impact will appear on the merging company’s business, financial 
condition, results of operations, share profitability and future prospects.

The Saudi Central Bank banned SABB Takaful, on 12/01/1439H (corresponding to 02/10/2017G) and by letter No. 
39100003911, from issuing or renewing any protection and/or savings insurance policies due to SABB Takaful’s non-
compliance with anti-money laundering and terrorist financing procedures, while obligating it to appoint an independent 
advisor at its expense to correct the violations. Then, the Saudi Central Bank reversed the ban decision under letter No. 
391000074014 dated 27/06/1439 H (corresponding to 15/03/2018G), which states that SABB Takaful was allowed to resume 
protection and savings insurance activity after it became clear to the Saudi Central Bank that SABB Takaful had processed 
the observations leading to suspension. The Saudi Central Bank’s recent decision to lift the suspension is conditional on the 
SABB Takaful continuing to abide by the rules and requirements of the Saudi Central Bank related to combating financial 
crimes and money laundering. Nevertheless, SABB Takaful received on 19/09/1441H (corresponding to 12/05/2020G) an 
email from the Saudi Central Bank regarding the inspection visit, which included a number of observations made by the 
Saudi Central Bank regarding the existence of shortcomings in the procedures taken by the SABB Takaful regarding the 
combating money laundering and terrorism financing, which exposes SABB Takaful to penalties in the event of its failure 
at any time and/or to stop its business in the event that it does not take the necessary measures to correct the deficiencies 
and/or in the event of repeating previous violations and/or committing new ones. It is worth noting that in the event of 
the completion of the Merger Transaction, the merging company will be responsible to all statutory authorities and/or 
any other party in relation to any violations committed by SABB Takaful prior to the completion of the Merger Transaction, 
especially with regard to the requirements of combating financial crimes and money laundering, which may lead to the 
merging company being charged with any violations and/or penalties imposed by the Saudi Central Bank. These violations 
and/or penalties are summarized according to the provisions of the Cooperative Insurance Companies Control Law, in 
Article no. (19), where the Saudi Central Bank has the right if it finds that any of the insurance companies or reinsurance 
companies have violated the provisions of the supervision of cooperative insurance companies law or its implementing 
regulations or have followed a policy that seriously affects their ability to meet their obligations, to take one or more of the 
following actions: (1) appointing one or more consultants to advise the insurance company in the conduct of its business; 
(2) Suspend any member of the board of directors or any of the insurance company’s employees who is proven responsible 
for the violation, (3) prevent the insurance company from accepting new subscribers or investors in any of its insurance 
activities, or (4) obligate the insurance company to take any other steps it deems necessary. 
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2.5.8 Risks relating to the impact of declining customer confidence
The merging company cannot guarantee that the confidence of customers will remain at the same level, especially 
customers of SABB Takaful, whose insurance policies will be transferred to it upon completion of the Merger Transaction. 
Also, the merging company cannot guarantee that the confidence of its current customers will remain at the same level 
upon completion of the Merger Transaction, due to the possibility of shifting the interest and/or focus of some departments 
in the merging company to the business merger process, thus reducing interest and/or focusing on customer service, 
which in turn will lead to the decreased customer confidence in the merging company. Any decline in the degree of 
customer confidence in the merging company will lead to an increase in the number of cases of cancellation and/or non-
renewal of insurance policies in the merging company, which will negatively affect the sales of the merging company after 
the completion of the Merger Transaction, and consequently a negative impact will appear on the merging company’s 
business, financial position and results. And its share profitability and future expectations and to achieve the desired 
benefits from the Merger Transaction. 

2.5.9 Risks Relating to Reputation of the Merging Company
The merging company’s reputation is critical to attracting and retaining new clients and establishing a strong relationship 
with counterparties. The merging company’s reputation may be damaged in the future as a result of several factors, 
including, but not limited to: a decline in its financial results or modification, or legal or regulatory actions against the 
merging company, or the behavior of one of its employees that may cause the merging company to breach the applicable 
regulatory requirements. The damage to the merging company’s reputation will negatively affect its business, financial 
position, results of operations, share profitability and future expectations, and negatively affect its market value and share 
price. 

2.5.10 Risks Relating Not Controlling Prices
Walaa Insurance Company is obligated to follow the instructions of the Saudi Central Bank and the recommendations of 
the actuarial consultant with regard to setting quotations for insurance policies and in relation to insurance policies in the 
health and vehicle insurance branches (comprehensive and third-party insurance). SABB Takaful is also obligated to follow 
these instructions. Whereas, Walaa Insurance Company and SABB Takaful annually (and based on the pricing adequacy 
report issued by the actuarial consultant for each company) submit quotations to the Saudi Central Bank as a statutory 
requirement. Actuarial consultants issue pricing adequacy reports by studying the insurance portfolio owned by Walaa 
Insurance Company and owned by SABB Takaful, and based on actuarial data that takes into account the performance 
of these insurance policies (in view of the performance of the insurance portfolio in general). It is worth noting that all 
insurance policies owned by SABB Takaful will be transferred to the merging company upon completion of the Merger 
Transaction, and upon the expiry of the term of these insurance policies and other insurance policies in the insurance 
portfolio of the merging company, the actuarial consultant will re-examine the adequacy of pricing to comply with the 
statutory requirements, in view of the merging company’s insurance portfolio (which will include the insurance policies 
transferred to it from SABB Takaful). The recommendations of the actuarial consultant at that time may require changing the 
prices of the insurance policies for the merging company’s portfolio, due to the possibility of changing the performance of 
the insurance portfolio at that time. The rise in the prices of some or all of these insurance policies will lead to the merging 
company’s inability to attract new clients and the loss of its current clients, which will affect the merging company’s 
market share and thus negatively affect the merging company’s business, financial position, results of operations, share 
profitability and future prospects. 

2.5.11 Risks Relating to Future Statements
The members of the Walaa Insurance Company Board of Directors believe that the Merger Transaction is in the interest 
of the shareholders of Walaa Insurance Company, and the justifications for the Merger Transaction are included in this 
shareholders circular (explained in Section No. 4.2.2 “The Rationale of the Merger Transaction and the Implications 
for Walaa Insurance Company” of this circular). It is worth noting that the future results and performance data of the 
merging company cannot be accurately and definitively expected. In fact, they may differ from what is found in the current 
shareholders circular, and the actual results of the merging company’s performance may differ from those studies on which 
the Merger Transaction decision was based by members of the Walaa Insurance Company board of directors. As these studies 
were built on foundations, including the assumption of the success of the business integration process and the assurance 
of business integration upon completion of the Merger Transaction. The merging company may face complications in 
terms of business integration, and this will not contribute to achieving the desired benefits from the Merger Transaction. 
Therefore, the merging company’s ability to achieve positive results is linked to the successful achievement of the Merger 
Transaction goals. The merging company cannot be certain that the Merger Transaction objectives will be successfully 
achieved at the present time. Shareholders should not rely entirely on future expectations and representations. Accordingly, 
these statements should not be considered as confirmation that the profit per share of the merging company will be equal 
to or greater than the profit per share of the Walaa Insurance Company for the previous financial periods. In the event that 
some or all of the expected financial statements are not achieved in the future, a material negative impact will appear on 
the merging company’s business, financial position, results of operations and profitability of its shares. 
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2.5.12 Risks Relating to Reliance on Key Personnel and Talent Acquisition 
Walaa Insurance Company relies on key employees to ensure the success and continuity of its business, such as its CEO, 
CFO, and Technical Director. It is worth noting that the merging company will need to move and maintain the technical 
team responsible for the current protection and savings insurance with SABB Takaful, due to their experience in the current 
portfolio owned by SABB Takaful and in the operating systems of these insurance policies. The success of the merging 
company will also depend largely on the extent to which the aforementioned employees will continue to work for it 
upon completion of the Merger Transaction. It is possible that one of the employees referred to receives job offers from 
other companies and/or one or all of the employees referred to want to leave the merging company for other reasons 
related to the business merger or for personal reasons, and therefore the merging company cannot guarantee that the 
referred employees will remain in the business or find alternatives for them in the event they leave the merging company. 
Consequently, the loss of key employees, or the inability to find replacements for them, will have a fundamentally negative 
impact on the merging company’s business, financial condition, results of operations and profitability of its shares. 

2.5.13 Risks Relating to Employee Behavior and Misconduct
Walaa Insurance Company and SABB Takaful apply internal policies for employees that include work procedures, professional 
conduct and tasks assigned to each department. The application of such policies is very important, as it helps in avoiding 
employees’ mistakes and regulating their behavior to avoid imposing any fines and/or penalties and/or the emergence of 
any legal issues as a result of any mistakes made by them. Walaa Insurance Company has developed a program to ensure 
the smooth transition of SABB Takaful employees. The program includes familiarizing the moving employees with the 
work environment, culture and structure in addition to the work procedures, activities and internal policies applicable 
in the merging company. The merging company cannot guarantee the success of the employee transition programme. 
Therefore, it should be noted that the merging company cannot guarantee the compliance of all its employees with the 
regulations governing the rules of work procedures, the professional conduct of employees and the tasks assigned to each 
department. The merging company cannot guarantee that errors and/or misconduct of its employees will be avoided 
upon completion of the Merger Transaction, during and/or after the completion of the business combination. The merging 
company cannot guarantee that its employees will not commit fraud, willful error, omission, fraud, misappropriation, 
theft, forgery, misuse of property of the merging company or act on its behalf without obtaining the internally required 
administrative authorizations. Therefore, these actions may entail consequences and responsibilities towards the clients of 
the merging company and/or towards the regulatory and supervisory authorities, and therefore the merging company will 
bear the payment of fines and/or bear the penalties and/or incur compensation for legal cases. In the event that one or all 
of these risks are realized, a material negative impact will appear on the merging company’s business, financial condition, 
results of operations and profitability of its shares. 

2.5.14 Risks Relating to Insufficient Provisions (Reserves)
Pursuant to the provisions of Article no. (69) of the Executive Regulations of the Cooperative Insurance Companies Control 
Law, Walaa Insurance Company and SABB Takaful shall maintain financial provisions to meet and cover financial obligations, 
and these provisions include (1) Provisions for unearned premiums, (2) Provisions for outstanding claims, (3) Provisions for 
claims settlement expenses, (4) Provisions for risks occurring but not yet claimed, (5) Provisions for risks not waived, (6) 
Provisions for Disaster, and (7) Provisions for General Expenses. The reserve ratio will be reviewed and evaluated after the 
completion of the Merger Transaction to take the appropriate action in the event of any need to make any amendments 
to ensure compliance with the instructions of the executive regulations of the Cooperative Insurance Companies Control 
Law issued by the Saudi Central Bank. The size of these provisions shall be estimated upon completion of the Merger 
Transaction, based on the expected trends in the volume of claims and their frequency according to the data available 
at that time. Establishing an adequate level of claims reserves is an inherently uncertain process due to the difficulty and 
complexity of making the necessary assumptions. Since the size of the reserves depends on future estimates, it is possible 
that an insufficiency in the merging company’s reserves may occur in any of the periods. It is worth noting that it is not 
possible to guarantee the commitment of the merging company to maintain the necessary financial provisions and/or 
reserves at all times, especially since the Merger Transaction will result in the transfer of the obligations of the SABB Takaful 
to the merging company. In the event that the actual obligations exceed the value of the calculated reserves, the merging 
company will have to increase the necessary reserves, and this will have a negative impact on the income statement and 
financial position of the merging company, its financial position and the results of its operations. 

2.5.15 Risks Relating to Operating Systems and Information Technology
During the business merger process, the merging company may use the operating systems of SABB Takaful, evaluate and 
maintain what suits its operational requirements and exclude systems that are not in line with its operational requirements. 
The process of transferring and integrating operational systems for SABB Takaful will represent additional risks and costs for 
the merging company due to the multiplicity of operating systems used. It is worth noting that the information technology 
systems are very important and essential for the merging company in terms of its ability to carry out its work, especially the 
preservation of its customers’ information and the conduct of the review and management of the claims submitted to it. It 
is worth noting that complications may occur that may contribute to human errors in dealing with technical information 



29

systems upon completion of the Merger Transaction. This is due to the fact that the merging company will have a large 
number of technical operating systems, which will distract the information technology team and the employees who use 
these systems to perform their daily tasks alike, by virtue of their dealing with different technical systems from those they 
dealt with in the past. In addition, despite the technical progress in the field of protection of electronic systems and the 
preservation of information stored electronically, the information technology systems of the merging company may be 
exposed at any time to technical risks, including the collapse of its electronic system, failure in its protection systems, 
penetration of its systems and information, or receipt of electronic viruses, or the occurrence of human errors, natural 
disasters, fires, faults in the communication network, or the lack of skilled labor necessary to operate or repair these systems. 
In the event of such risks and technical problems with the merging company, its business will be greatly affected, its service 
to its customers, its claims handling and the issuance of its periodic financial reports in a timely manner, which will expose 
the merging company to accountability and legal penalty. Consequently, a material negative impact will appear on the 
merging company’s business, financial position, results of operations and profitability of its shares. 

2.5.16 Risks Relating to the Credit Rating of Reinsurers
Pursuant to the provisions of the Executive Regulations of the Cooperative Insurance Companies Control Law in relation 
to reinsurance credit rating requirements, the selection of reinsurers is subject to the terms of the minimum credit rating 
limit, which indicate that reinsurers with a credit rating lower than BBB according to S&P agency or equivalent rating from 
other rating agencies shall not be dealt with. Walaa Insurance Company currently deals with (90) reinsurance companies, 
all of which are rated. SABB Takaful deals with (45) reinsurance companies, all of which are rated. Walaa Insurance Company 
and SABB Takaful are committed to the requirements of the reinsurance credit rating as on the date of this circular. It 
is worth noting that, after the completion of the Merger Transaction, the merging company shall continue to comply 
with the requirements of the reinsurance credit rating set by the Saudi Central Bank. It should be noted that there is no 
guarantee that the merging company will comply at all times with these requirements due to the possibility of reducing 
the credit rating of reinsurers during their dealings with the merging company. If this is done, the merging company shall 
stop reinsurance arrangements with those companies and find alternatives. It is worth noting that if the merging company 
wants to deal with reinsurers not approved by the Saudi Central Bank and /or reinsurers with a rating lower than the 
regulatory requirements, the merging company shall obtain a written approval from the Saudi Central Bank. Failure to 
comply with the requirements of the credit rating of reinsurers exposes the merging company to penalties and/or fines 
from the Saudi Central Bank. It should also be noted that in the event of a downgrading of the credit rating of a reinsurer 
dealing with the merging company, it will be costly to find an alternative reinsurer and the terms and conditions of the new 
agreements may differ from the previous ones, which are not commensurate with the operations of the merging company 
at that time. In the event that one or all of these risks are realized, a negative impact will appear on the merging company’s 
business, its financial position, results of operations, share profitability and future prospects.

2.5.17 Risks Relating to Miscalculation of Risks and Risk Assessment Policies
Walaa Insurance Company conducts detailed studies of potential risks before issuing insurance policies for submitted 
applications. These studies are carried out by experts in the underwriting process, and they use specific programs in order 
to estimate potential losses and risks with the help of the independent actuary, who in turn studies the patterns of risk 
development and future expectations based on historical performance, and if the risks are not accurately assessed, Walaa 
Insurance Company may incur financial losses that negatively affect its future performance. It is worth noting that the 
merging company may incur additional costs and financial losses in the event that SABB Takaful does not follow accurate 
and correct studies in the process of evaluating the potential risks of the existing insurance policies of SABB Takaful and 
the new insurance policies issued - if issued before the completion of the Merger Transaction-, therefore, If it is found 
that SABB Takaful miscalculated the risks when issuing these documents and when these documents were transferred to 
the merging company, and the occurrence of high insurance claims as a result, it would have a fundamentally negative 
impact on the merging company’s business, its financial position, the results of its operations and the profitability of its 
shares. In addition, the risk management policies of Walaa Insurance Company and SABB Takaful are based on observing 
the historical behavior of the market, and therefore, these policies may not be able to accurately predict potential future 
risks, which may be greater than those that have been inferred through historical means, and in the presence of a lack of 
data available about the Saudi insurance market, this information may not be accurate, complete, up-to-date or they have 
not been properly evaluated in all cases. The merging company’s risk management policies, procedures and controls may 
not be fully effective in all cases and circumstances, which will lead to Walaa Insurance Company obtaining unrealistic 
information in order to assess its exposure to risks on a correct basis. As a result, the high level of risks to which the merging 
company is exposed as a result will negatively affect the business of the merging company, its financial position and the 
results of its operations, and that the merging company, after the completion of the Merger Transaction, may face the 
risks that the previous management of SABB Takaful did not accurately predict and estimate potential risks in its current 
operations, which will fundamentally and negatively affect the merging company’s business, financial position, results of 
operations and profitability of its shares. 
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2.5.18 Risks Relating to Maintaining Solvency Margin Requirements
According to the requirements of the Saudi Central Bank with regard to maintaining the solvency margin, which 
requires maintaining a 100% solvency margin. The solvency margin of Walaa Insurance Company amounted to (185%) 
as on 22/10/1442H (corresponding to 30/06/2021G). The solvency margin of SABB Takaful amounted to (185%) as on 
30/06/2021G. Because the two companies have practiced their usual business since that date, which makes their financial 
position subject to change, it is necessary to verify the continuity of compliance with the requirements of the solvency 
margin of the merging company upon completion of the Merger Transaction. It is worth noting that in the event of non-
compliance with the solvency margin according to the requirements of the Saudi Central Bank, the merging company is 
obliged to take corrective measures according to Article no. (68) of the executive regulations of the Cooperative Insurance 
Companies Control Law. In the event of non-compliance with the provisions of this article, the Saudi Central Bank has the 
right to take measures, including imposing the suspension of subscription to any new insurance policy, liquidating some 
assets, adjusting prices, withdrawing the license and other penalties that fundamentally affect the business of the merging 
company.

2.5.19 Risks Relating to Saudization and Labour Law
The merging company shall obligate to maintain a Saudization percentage according to the requirements of the executive 
regulations of the Cooperative Insurance Companies Control Law and according to the regulations of the Ministry of Human 
Resources and Social Development, and it will require that some positions be filled with Saudi employees only. Note that 
the Saudization rates imposed by the Ministry of Human Resources and Social Development for insurance companies 
whose employees range from (200) to (499) employees are as follows: from zero to 34% for the green range, from 35% to 
45% for the low green range, from 46% to 56% for the medium green range, from 57% to 66% for the high green range, and 
from 67% to 100% for the platinum range. Based on the foregoing, the merging company will implement a replacement 
plan that includes qualifying Saudis for positions limited to Saudi employees only. It is worth noting, that it cannot be 
certain that all Saudi employees in SABB Takaful have the desire to work in the merging company upon completion of the 
merger, nor can it be certain that all current employees of the merging company wish to continue working in their current 
jobs upon completion of the Merger Transaction, which presents the Saudization rate to decline and the merging company 
may not be able to compensate for the decrease in the Saudization rate, as the merging company will have difficulties 
from time to time in hiring and retaining Saudi employees, due to the competition in hiring and training Saudi employees 
within the insurance market. The merging company’s failure to comply or its inability to achieve the required Saudization 
ratios may lead to a lowering of its classification in the Nitaqat program, as well as it may expose the merging company to 
penalties and/or to take measures against it by the Saudi Central Bank, including suspending any member of the board 
of directors or any of the employees of the merging company who has responsibility for the violation, or preventing the 
merging company from accepting new subscribers, investors or participants in any of its insurance activities, or limiting 
that, or obliging the merging company to take any other steps necessary, or dissolve the merging company if it does not 
correct the violations and imposing financial penalties on it, the value of which does not exceed one million Saudi riyals. 
It is also worth noting that if the plan to replace Saudi employees in positions that are restricted to Saudi employees does 
not succeed, this will lead to the imposition of penalties and/or fines by the Saudi Central Bank. The failure to employ the 
required number of Saudi employees, or the failure to transfer a sufficient number of Saudi employees from SABB Takaful 
to the Walaa Insurance Company, and/or the failure of the current employees of the Walaa Insurance Company to remain in 
their jobs, will lead to a decrease in the Saudization rate of the merging company after the implementation of the Merger 
Transaction decision. Consequently, the merging company will be accountable to the Ministry of Human Resources and 
Social Development and/or the Saudi Central Bank. In the event that the merging company does not comply with the 
requirements of Saudization, this will result in its violation by the regulatory authorities, and thus a material negative 
impact will appear on the merging company’s business, financial position, results of operations, share profitability and 
future prospects. 

It should be noted in this context that the inspection visit conducted by the representatives of the Saudi Central Bank to 
SABB Takaful revealed that the SABB Takaful’s Board of Directors was not committed to defining the strategy and mechanism 
for attracting and appointing leading and executive employees and the presence of a number of vacancies in leadership 
positions, instead of the SABB Takaful’s reliance on the Saudi British Bank in this regard, the SABB Takaful does not have an 
updated and approved succession and replacement plan, and the SABB Takaful does not have a plan to maintain its human 
resources, especially Saudi employees, in the required proportions, in order to face the high number of resignations in 
leadership and technical positions. Accordingly, the merging company will face obstacles such as the inability to obtain 
additional visas or the inability to replace Saudi employees with non-Saudi employees, and consequently the company 
may be forced to employ non-Saudi employees; thus the merging company may be imposed to accountability by the 
Ministry of Human Resource and Social Development and/ or the Saudi Central Bank. In case of the mergine company did 
not comply with Saudization requirements, it will be violated by the regulatory entities. Thus this will be creating a negative 
impact on the merging company’s business, financial position, results of operations, share profit and future prospects. 
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2.6 Risks Relating to the Insurance Market in the Kingdom of Saudi 
Arabia

2.6.1 Risks Relating to the Economic Performance of the Kingdom
The expected future performance of the merging company depends on a number of factors that are related to the economic 
conditions in the Kingdom in general, including, but not limited to, inflation factors, GDP growth, average per capita 
income, and the like. The Kingdom’s economy depends mainly on oil and oil industries, which still control a large share 
of the gross domestic product. Accordingly, any unfavorable fluctuations in oil prices will have a direct and fundamental 
impact on the growth plans of the Saudi economy in general and on government spending rates, which will negatively 
affect the insurance sector as a whole, which would also negatively affect the performance of the merging company in 
the post-merger stage due to its work within the Saudi economic system and its impact on government spending rates. In 
addition, the continuation of the growth of the Saudi economy depends on several other factors, including the continuation 
of population growth and investments of the public and private sectors in infrastructure, so any change in any of these 
factors will have a significant impact on the economy. Consequently, a material negative impact will appear on the merging 
company’s business at the stage after the completion of the Merger Transaction, especially the results of its operations, its 
financial position and its future prospects.

2.6.2 Risks Relating to Increased Competition and the Ability to Expand in the 
Insurance Market in the Kingdom

The number of current insurance companies authorized to operate in the Kingdom is (28) insurance companies. According 
to the Saudi insurance market report for the year 2021G issued by the Saudi Central Bank, the largest 8 insurance companies 
accounted for (77.2%) of the total insurance premiums written in 2021G, amounting to (42.03) billion Saudi riyals. The 
insurance sector in the Kingdom of Saudi Arabia faced in the year 2020G, the year 2021G and the current year 2022G, 
several completed mergers between insurance companies, in addition to the announcement of two mergers that are still 
in progress. The insurance sector is expected to witness more mergers, given that one of the initiatives of the Financial 
Sector Development Program included encouraging and facilitating mergers in the insurance sector. It is worth noting that 
if the market share in the insurance sector is concentrated on a limited number of companies, small companies will lose 
their ability to control the pricing of their products, as they must take into account the prices applied by large companies 
when determining the prices of their products. The market share of Walaa Insurance Company amounted to (5.6%) of 
the total written premiums in the year 2021G, and the market share of the SABB Takaful amounted to (0.5%) of the total 
written premiums in the year 2021G, and the combined market share of Walaa Insurance Company and SABB Takaful 
accounted for (6.1%) of the total written premiums in 2021G. It is worth noting that upon the completion of the Merger 
Transaction, the merging company will continue to operate within a large competitive market, as competition arises when 
there are other companies operating in the same business sector and these other insurance companies offer similar and 
competitive products and services to the merging company’s products and services in all branches of (general insurance, 
health insurance, protection insurance and savings). Therefore, there are no guarantees that the merging company will be 
able to compete in the market with high efficiency after the completion of the Merger Transaction, and it is worth noting 
that any change in the competitive environment leads to either an increase in the number of companies operating in the 
sector and/or to the development of new insurance products and/or to an increase in price competitiveness in the sector 
or other factors, a decrease in the market share of the merging company and/or prices of insurance products and/or a 
decrease in profit margins, in the event that one or all of these risks are realized, this will have a material negative impact on 
the merging company’s business, financial position, results of operations and profitability of its shares. 

2.6.3 Risks Relating to Investment
Walaa Insurance Company is committed to the instructions contained in the Executive Regulations of the Cooperative 
Insurance Companies Control Law, the Investment Regulations issued by the Saudi Central Bank, and the investment policy 
of Walaa Insurance Company. The value of the investments for Walaa Insurance Company as on 30/09/2021G amounted to 
(746.2) million Saudi riyals. The value of the investment portfolio of SABB Takaful as on 30/09/2021G amounted to (607.8) 
million Saudi riyals. It is worth noting that the investment portfolio of SABB Takaful will be transferred to the merging 
company upon completion of the Merger Transaction. The merging company will review the investment portfolio that has 
been transferred to it to verify its compliance with its investment regulations and to ensure that it is consistent with the 
merging company’s investment strategy. It is worth noting that in the event that the portfolio of SABB Takaful does not 
comply with the investment regulations of the merging company, a restructuring will be carried out for the investment 
portfolio transferred from SABB Takaful. Restructuring the portfolio may result in the sale of securities at inappropriate 
prices, which negatively affects the performance of the merging company’s investment portfolio. It is worth noting that the 
operational results of the merging company depend on the performance of its investment portfolio and are also subject at 
all times to several risks such as the relationship with the general economic conditions, the level of volatility in the market, 
the volatility of market prices, liquidity and credit risks, in addition to the political and security conditions. In addition, 
the inability of the merging company to balance its investment portfolio and match it with its liabilities will force it to 
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liquidate its investments at certain times at prices that may not be appropriate at the time, which will negatively affect the 
performance of the investment portfolio. Also, the merging company shall comply at all times with the requirements of the 
Investment Regulations and the Cooperative Insurance Companies Control Law and its Executive Regulations. In the event 
that the merging company does not comply with these requirements, it will face fines and/or penalties and/or impose 
a restructuring of the portfolio, which will have a material negative impact on the performance of the portfolio and the 
merging company’s business. 

2.6.4 Risks relating to the insurance business cycle and the effect of economic 
factors

The insurance sector at the global level has witnessed periodic changes with significant fluctuations in the results of 
operations, due to competition, catastrophic events, economic and social conditions experienced by all countries from 
time to time in general, and other factors beyond the control of companies operating in the insurance sector. Consequently, 
this may result in periods characterized by competition in prices resulting from excess supply, as well as periods in which 
companies are allowed to obtain better insurance premium prices, and it is expected that the business cycle of insurance 
companies will be affected from time to time, which will negatively and fundamentally affect the merging company’s 
business at some point after the completion of the Merger Transaction, especially the results of its operations, its financial 
position and its future prospects. 

2.6.5 Risks Relating to VAT
The Kingdom issued the value-added tax law, which became effective on 14/4/1439 H (corresponding to 01/01/2018G). 
This law imposes a value-added tax of 5% on a number of products and services, including those of the SABB Takaful. On 
17/10/1441H (corresponding to 09/06/2020G), and in response to the economic impact of the new Corona virus, the Board 
of Directors of the Zakat, Tax and Customs Authority issued Resolution No. (20-3-2) to amend the executive regulations of 
the value-added tax law to increase the value-added tax rate to (15%), starting from the date of 10/11/1441H (corresponding 
to 01/07/2020G). This increase or any future increase may affect customer spending and competition in the market, in 
addition to the possibility that SABB Takaful may make mistakes while implementing the regulatory requirements for VAT, 
which may lead to the imposition of penalties by the Zakat, Tax and Customs Authority in accordance with the VAT law, 
which will negatively and materially affect the business of the merging company in the post-merger stage, especially the 
results of its operations, its financial position and future prospects.

2.6.6 Risks relating to coronavirus pandemic
In view of the current conditions and the rapid spread of the new Corona virus in the world, and the decisions issued by the 
competent authorities in the Kingdom regarding precautionary and preventive measures to address and limit the spread 
of the emerging Corona virus until the date of this circular, it is worth noting that there were and still a negative effect on 
the economy and business in general. The pandemic negatively affected many businesses in the Kingdom and abroad. 
There is no guarantee that this pandemic will not continue for the foreseeable future. 

In this regard, it should be noted that in the absence of an infrastructure to sell the products of SABB Takaful from a distance, 
the merging company may face some difficulties in selling these products, especially the low percentage of sales, due to 
the low levels of traditional buying and selling deals through the presence of customers personally to the SABB Takaful 
centers, especially in the event that preventive measures are imposed by the competent authorities that may limit mobility 
and/or working hours and/or the number of customers that can be accommodated in SABB Takaful centers. 

In this regard, we note that it was found from the financial and actuarial audit that SABB Takaful did not adopt an emergency 
response policy that would allow it to reduce the negative repercussions on its business as a result of the pandemic or the 
official measures imposed in this regard. In fact, the actuary suggested during the fiscal year 2020G that SABB Takaful form 
a contingency reserve with a total value of 1,500,000 million SAR (One million five hundred thousand Saudi riyals). 

In addition to the above, the negative effects on the business of SABB Takaful, according to the management of SABB 
Takaful, are as follows:

 x Decrease in interest income equal to (2,000,000) two million Saudi riyals.

 x Decrease in the rate of sales of family takaful insurance policies products to individuals, as the average 
monthly sales decreased from 160 policies - before the pandemic - to 25 policies - during the pandemic -.

 x Facing difficulties in collecting receivables from debtors.

 x Increase in the rates of insurance claims related to deaths caused by infections with the Corona virus, which 
according to the management of the SABB Takaful amounted to (111) one hundred and eleven claims, 
amounting to (2,200,000) two million and two hundred thousand Saudi riyals of the total value of the 
claims, while the value of the unpaid claims amounted to a total value of (500,000) five hundred thousand 
Saudi riyals.
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 x Decline in the value of investment funds, especially during the month of March of the fiscal year 2020G, 
where the value of net assets decreased by the equivalent of (400,000) four hundred thousand Saudi riyals.

 x Increase in IT expenses to secure the possibility of working remotely and working from home. 

In the event that the negative effects of the pandemic continue on the economy and business, which will negatively and 
fundamentally affect the business of the merging company in the post-merger stage, especially the results of its operations, 
financial position and future prospects. 
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3 
Economic and Market Information About the 
Insurance Sector and its Trends

3.1 Economy of the Kingdom of Saudi Arabia

3.1.1 Overview of the Kingdom of Saudi Arabia Economy
The Kingdom has made an effort in out-of-the-ordinary thinking to develop strategies necessary to achieve sustainable 
long-term growth of the economy, while at the same time addressing the short-term impact through reforms aimed at 
diversifying sources of income. 

According to the Financial Stability Report in 2022G issued by the Saudi Central Bank, real GDP data showed an increase 
of about 3.2% in 2021G, compared to a decrease of 4.1% in 2020G, in light of the increase in activities in both the oil and 
non-oil sectors throughout 2021G. The oil sector increased by 0.2% in 2021G, compared to a decrease of 6.6% in 2020G. 
The non-oil sector recorded a growth of 4.9% in 2021G, compared to a decrease of 2.2% in 2020G, due to the return of life 
to normal after lifting the restrictions of the Corona virus pandemic and the resumption of economic activities. 

3.1.2 Exports and Imports of Kingdom of Saudi Arabia
According to the foreign trade report for the year 2021G issued by the General Authority for Statistics, the value of the 
Kingdom’s merchandise exports for the year 2021G amounted to approximately (1,035.7) billion riyals, compared to about 
(652.0) billion riyals in 2020G, with an increase of 58.9%. The value of petroleum exports for the year 2021G reached (758.2) 
billion riyals, with an increase of 69.4% compared to its value in 2020G amounting to (447.6) billion riyals. The value of non-
oil merchandise exports in 2021G amounted to (277.5) billion riyals, with an increase of 35.8% compared to their value in 
2020G amounting (204.4) billion riyals. While the value of merchandise imports for the year 2021G amounted to (573.2) 
billion riyals, with an increase of 10.8% compared to its value in 2020G, which amounted to (517.5) billion riyals.

3.1.3 Diversification of the economy and lower unemployment
The diversification of the economy is expected to create job opportunities in sectors other than the oil sector. The 
unemployment rate for Saudis reached 11.0% in the fourth quarter of 2021G, compared to 12.6% in the fourth quarter 
of 2020G. The government sector is the main source of jobs for Saudi citizens, while the private sector depends on the 
employment of expatriate workers. 

Population Indicators Table

Compound population growth
2016G – 2020G2020G2019G2018G2017GUnit Category

2.4%35,01334,21833,41432,613ThousandTotal Population

2.6%20,23119,73919,24118,746ThousandMale

2.2%14,78214,47914,17313,866ThousandFemale

Source: General Authority for Statistics
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3.2 Insurance Sector

3.2.1 Insurance Sector Overview
The insurance sector is one of the most important financial services sectors in any economy, and it keeps pace with all other 
economic activities and contributes to supporting them and maintaining their stability. The large and growing population 
base in the Kingdom of Saudi Arabia, the increased awareness of the importance of insurance and the increasing number 
of vehicles have supported the growth of the gross insurance premiums. Motor and health insurance has been one of 
the main lines of insurance over the previous years. The competition in the insurance market is growing, so companies 
must provide insurance solutions based on technology, consumer-centric strategies and diversify their products, which 
would achieve greater growth for the sector in addition to taking advantage of the opportunities available to insurance 
lines, such as protection and savings insurance, which is almost absent in the individuals sector and we find it primarily 
for protection against groups in international companies or personal and real estate loans in some banks. While general 
insurance penetration has increased over the years in line with the rise in the motor and health insurance business, there is 
still ample space for growth. The insurance sector is affected by risk factors that differ from the rest of the sectors according 
to its nature. As compulsory insurance products are considered one of the market drivers for growth, such as health 
insurance and motor insurance, and accordingly, the factor of great competition in the market and the growth of the 
number of competitors is one of the most important risks facing insurance companies. The Council of Health Insurance is 
considered one of the main drivers of health insurance growth and demand, as the regulations issued by it are mandatory, 
such as insurance coverage for various segments of non-Saudi workers in the private sector, which in turn drives the growth 
of demand in the market. It is also worth noting that the rise in interest rates on the dollar supports the returns on the 
investments of insurance companies, as it may contribute to an additional rise in interest, which leads to additional profits 
and thus the growth of the sector in conjunction with that rise. The Saudi Central Bank is the regulatory authority in the 
Kingdom of Saudi Arabia with regard to insurance business. 

Total Written Insurance Premiums Table

2021G2020G2019G2018G2017G

Total 
%

Million 
Saudi 
Riyals

Total 
%

Million 
Saudi 
Riyals

Total 
%

Million 
Saudi 
Riyals

Total 
%

Million 
Saudi 
Riyals

Total 
%

Million 
Saudi 
Riyals

59.7%25,10958.9%22,83759.3%22,47556.8%19,88352.1%19,036Health 
Insurance

36.2%15,21437.9%14,67837.7%14,28140.1%14,02844.7%16,327General 
Insurance

4.1%1,7073.3%1,2643.0%1,1353.1%1,1033.1%1,140
Protection 
and Savings 
Insurance

100%42,031100%38,779100%37,891100%35,015100%36,503Total

Source: Saudi Insurance Market Report 2021G - Saudi Central Bank

Total written premiums increased to 42.0 billion riyals in 2021G, compared to 38.8 billion riyals in 2020G, with an increase of 
8.4%. Health insurance maintained its position as the largest insurance activity in 2021G, and the share of health insurance 
in the total written insurance premiums to reached 59.7% in 2021G, compared to 58.9% in 2020G, while the share of 
general insurance in the insurance sector decreased to 36.2% in 2021G compared to 37.9% in 2020G. The protection and 
savings insurance activity also maintained its rank in terms of being the least sized insurance activity, as its share in the total 
written insurance premiums amounted to 4.1% in 2021G compared to 3.3% in 2020G. 

3.2.2 Insurance Market Depth
Insurance depth is defined as the ratio of total written insurance premiums to GDP, as the compound annual growth rate 
reached (1.4%) during the period between 2017G and 2021G. In 2021G, the insurance depth of GDP witnessed a decrease 
to 1.34%, compared to 1.48% in 2020G. The general insurance and health insurance for the year 2021G, compared to the 
year 2020G, decreased from 0.56% to 0.49% of the GDP for general insurance, and from 0.87% to 0.80% for the GDP for 
health insurance, while there was no change in the protection and savings insurance in the same period. Depth of non-oil 
insurance is defined as the ratio of total written insurance premiums to non-oil GDP. The insurance depth of non-oil GDP 
decreased to 1.91% in 2021G, compared to 1.92% in 2020G. The compound annual growth rate of insurance depth from 
non-oil GDP reached (1.0%) during the period between 2017G and 2021G. The depth of general insurance in non-oil GDP 
decreased from 0.73% to 0.69% in 2021G compared to the same period in 2020G, and the depth of health insurance in 
non-oil GDP increased from 1.13% to 1.14% of the same period, and protection and savings insurance also increased from 
0.06% to 0.08% at the same period.
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Table of depth of the insurance sector in GDP

Compound 
Annual 

Growth Rate 
(2017G-2021G)

2021G2020G2019G2018G2017GInsurance Type

(6.5%)0.49%0.56%0.48%0.48%0.64%General Insurance

2.0%0.80%0.87%0.76%0.68%0.74%Health Insurance

5.7%0.05%0.05%0.04%0.04%0.04%Protection and Savings 
Insurance

(1.4%)1.34%1.48%1.27%1.19%1.42%Total

Source: Saudi insurance market report for the year 2021G - the Saudi Central Bank, and AlJazira Capital analysis

Table of depth of the insurance sector in non-oil GDP

Compound 
Annual 

Growth Rate 
(2017G-2021G)

2021G2020G2019G2018G2017GInsurance Type

(6.2%)0.69%0.73%0.70%0.73%0.89%General Insurance

2.3%1.14%1.11%1.10%1.03%1.04%Health Insurance

7.5%0.08%0.06%0.06%0.06%0.06%Protection and Savings 
Insurance

(1.0%)1.91%1.92%1.87%1.82%1.99%Total

Source: Saudi insurance market report for the year 2021G - the Saudi Central Bank, and AlJazira Capital analysis

3.2.3 Insurance Market Density
Insurance density is defined as the per capita spending on insurance (total written insurance premiums divided by 
population). The insurance density increased from 1,095 riyals per person in the year 2020G to 1,200 riyals per person in 
the year 2021G, with an increase of 9.6%. The compound annual growth rate of the insurance market density reached 1.7% 
during the period from 2017G to 2021G. 

Insurance Sector Density Table

Compound 
Annual 

Growth Rate 
(2017G-2021G)

2021G
(SAR)

2020G
(SAR)

2019G
(SAR)

2018G
(SAR)

2017G
(SAR)Insurance Type

(3.5%)435414417420502General Insurance

5.2%717645657595585Health Insurance

8.8%4936333335Protection and Savings 
Insurance

1.7%1,2001,0951,1071,0481,121Total

Source: Saudi insurance market report for the year 2021G - the Saudi Central Bank, and AlJazira Capital analysis
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3.2.4 The workforce in the insurance sector in the Kingdom of Saudi Arabia
The total number of employees working in insurance companies in the Kingdom of Saudi Arabia reached 10,092 in 2021G, 
compared to 11,015 in 2020G, and the percentage of Saudi employees working in insurance companies increased from 75% 
in 2020G to 77% in 2021G. The annual growth rate of the percentage of Saudi employees working in insurance companies 
reached 2.8% during the period between 2017G and 2021G.

Detailed table of the workforce in the insurance sector in the Kingdom of Saudi Arabia

Compound 
Annual 

Growth Rate 
(2017G-2021G)

2021G2020G2019G2018G2017GNumber of Employees

(8.6%)2,4552,7032,8793,2433,523Non-Saudi

2.2%8,4478,3218,3348,4837,749Saudi

(0.8%)10,90211,01511,21311,72611,272Total

2.8%77%75%74%72%69%Saudization Rate

Source: Saudi insurance market reports for the years 2017G, 2019G and 2021G - Saudi Central Bank 

3.2.5 Insurance Market Trends in Kingdom of Saudi Arabia 
The insurance sector is one of the most important sectors of financial services that keep pace with all other economic 
activities and contribute to their support and maintaining their stability, as there is a direct link and a reciprocal influence 
between the development of insurance on the one hand and the development of the economy in general on the other 
hand. The contribution of the insurance sector in emerging economies is considered effective in the growth of GDP, and 
according to the document of the Financial Sector Development Program (one of the programs for Vision 2030), the total 
written premiums as a proportion of non-oil GDP are targeted to reach 2.4% by 2025G and 4.3% by 2030G (compared to 
1.9% recorded in 2019G), and it is targeted that the percentage of health insurance coverage from the cost of medical care 
will reach 45% by 2025G (compared to 33% recorded in 2019G), and it is targeted that the percentage of insured vehicles 
will reach 77% by 2025G (compared to 39.6% recorded in 2019G).

As the fourth pivotal initiative of the Financial Sector Development Program focuses on ensuring the imposition of 
compulsory insurance on health insurance to reduce fraudulent practices, and to continue developing the existing 
insurance sector; For example: increasing total written premiums, increasing volume, and decreasing cost-to-income ratio.

According to the financial report in 2022G issued by the Saudi Central Bank, the insurance sector launched many new 
products in 2021G, and it is expected that product diversification will help insurance companies expand market coverage 
and improve financial performance. It is expected that mergers in the insurance sector will help the insurance sector 
become more competitive and robust, due to the formation of major insurance companies with a larger capital base and 
a broader capacity for development and innovation. The insurance sector has also been able to better preserve the rights 
of the insured parties, in addition to improving the quality of services and reduce expenses through economies of scale, 
which will reflect positively on the financial sector, its clients and insurance beneficiaries. 
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4 
Merger Transaction

4.1 Merger Transaction Overview
On 05/12/1442H (corresponding to 15/07/2021G), Walaa Cooperative Insurance Company announced the signing of a 
non-binding Memorandum of Understanding with SABB Takaful, with the aim of evaluating the feasibility of merging the 
two companies, in addition to conducting verification studies and due diligence in financial, legal and actuarial terms. 
The signing of the non-binding memorandum of understanding came according to the preliminary results of studies and 
discussions on the proposed Merger Transaction. The two companies have agreed under this non-binding memorandum 
that the proposed Merger Transaction will take place through a securities exchange offer through which the assets and 
liabilities of SABB Takaful will be transferred to Walaa Cooperative Insurance Company in return for issuing new shares 
for the benefit of SABB Takaful shareholders in Walaa Cooperative Insurance Company. Accordingly, the two companies 
formed a working group consisting of members of the executive management of each company to study and review the 
commercial, financial and legal aspects of the proposed structure of the Merger Transaction.

Accordingly, in Walaa Cooperative Insurance Company and SABB Takaful signed a binding Merger Agreement on 
23/07/1443H (corresponding to 24/02/2022G), according to which it was agreed to take the necessary steps to implement 
the Merger Transaction in accordance with the provisions of Articles no. (191) and (192) and (193) of the Companies Law 
and subparagraph no. (1) of paragraph (a) of Article no. (49) of the Merger and Acquisition Regulations. The two parties 
agreed that the only compensation for the merger would be for the Walaa Cooperative Insurance Company to issue 
new shares on the effective date of the Merger Transaction decision (taking into account the settlement procedures) 
exclusively for the benefit of the eligible shareholders of SABB Takaful in exchange for the merger of SABB Takaful into 
Walaa Cooperative Insurance Company, where Walaa Cooperative Insurance Company will issue ( 0.6005476176470590) 
share in Walaa Cooperative Insurance Company for each share owned in SABB Takaful. 

Walaa Cooperative Insurance Company will increase its capital by issuing (20,418,619) new ordinary shares with a total 
nominal value of (10) Saudi riyals in exchange for merging SABB Takaful into Walaa Cooperative Insurance Company. It has 
been agreed that there will be no cash consideration for SABB Takaful shareholders, and the total number of consideration 
shares is (20,418,619) shares fully paid and with a nominal value per share of (10) ten Saudi riyals, so that the total nominal 
value of the consideration shares is an amount of (204,186,190) Saudi riyals. 

The total value of the Merger Transaction was determined based on the nominal value of the consideration shares. The 
total nominal value of the consideration shares is (204,186,190) Saudi riyals, and the total market value of the consideration 
shares is based on the exchange ratio and the closing price of Walaa Cooperative Insurance Company’s share of (17.90) 
Saudi riyals as on the date of (22/07/1443H) (corresponding to 23/02/2022G) (which is the last trading day preceding 
the date of concluding the Merger Agreement) an amount of (365,493,280) Saudi riyals. The total market value of the 
consideration shares, based on the exchange ratio and the closing price of Walaa Cooperative Insurance Company’s share, 
is (15.72) Saudi riyals as on 16/01/1444H (corresponding to 14/08/2022G) (according to the nearest trading day before 
publishing the circular) amounting to (320,980,691) Saudi riyals. Determining the total value of the consideration shares 
that will be reflected in the financial statements of Walaa Cooperative Insurance Company at a later time based on the 
closing price of Walaa Cooperative Insurance Company shares on the last trading day preceding the effective date of the 
Merger Transaction decision. 

On the date of the completion of the Merger Transaction, the shareholders of Walaa Cooperative Insurance Company will 
own (75.99%) of the shares of the merging company, and the shareholders of SABB Takaful will own (24.01%) of the shares 
of the merging company. 

In the event that the process of calculating the number of shares due to any of the shareholders of SABB Takaful based 
on the exchange ratio results in fractional shares, the resulting number will be rounded to the lowest whole number. 
For example, if a shareholder of SABB Takaful owns (22) shares in SABB Takaful, he will be allocated (13) shares of the 
consideration shares and not (14) shares. The fractional shares will be collected and sold in the Saudi financial market at 
the market price at that time on behalf of the eligible shareholders of SABB Takaful, and then the proceeds resulting from 
the process of selling the fractional shares will be distributed to the beneficiaries, each according to what he is entitled to, 
within a maximum period of thirty (30) days from the date of completion of the Merger Transaction. The costs related to the 
sale of the fractional shares will be deducted from the total proceeds from the sale of the fractional shares. 
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The following table shows the details of ownership in Walaa Cooperative Insurance Company before and after the capital 
increase, as on 06/11/1443H (corresponding to 05/06/2022G):

Shareholder

Before the capital increase -
Walaa Insurance Company

After the capital increase -
Walaa Insurance Company

Number 
of Shares 
(Directly 
Owned)

Direct 
Ownership 

Ratio

Indirect 
Ownership 

Ratio

Total 
Ownership 

Ratio 
(Direct and 

Indirect)

Number 
of Shares 
(Directly 
Owned)

Direct 
Ownership 

Ratio

Indirect 
Ownership 

Ratio

Total 
Ownership 

Ratio 
(Direct and 

Indirect)

American Life 
Insurance* 3,551,911 5.49% None 5.49% 3,551,911 4.18% None 4.18%

Arab National 
Bank **

3,545,146 5.48% None 5.48% 3,545,146 4.17% None 4.17%

Board Members 
and Senior 
Executives of 
Walaa Insurance 
Company***

3,030,421 4.69% 1.23% 5.91% 3,030,421 3.56% 0.93% 4.49%

Non-public 
shareholders of 
Walaa Insurance 
Company (not 
including major 
shareholders, 
board members 
and senior 
executives)

792,340 1.23% Not 
applicable 1.23% 792,340 0.93% Not 

applicable 0.93%

Saudi British Bank

None

13,272,102 15.60% None 15.60%

Members of 
the Board of 
Directors and 
Senior Executives 
of SABB Takaful

None

The Public 53,719,888 83.11% Not applicable 67,963,462 79.90% Not applicable

Total 64,639,706 100% Not applicable 85,058,325 100% Not applicable

Source: Walaa Cooperative Insurance Company

*It is worth noting that American Life Insurance Company’s direct ownership percentage will decrease from (5.49%) to (4.18%) of the Walaa Cooperative 
Insurance Company’s capital after the capital increase, and therefore it will not become a major shareholder in Walaa Cooperative Insurance Company after 
the capital increase. The percentage of its ownership is calculated within the ownership of the public.

**It is worth noting that ANB’s direct ownership percentage will decrease from (5.48%) to (4.17%) of the Walaa Cooperative Insurance Company’s capital after 
the capital increase, and therefore it will not become a major shareholder in Walaa Cooperative Insurance Company after the capital increase. The percentage 
of its ownership is calculated within the ownership of the public.

*** The indirect ownership of the members of the Board of Directors results from the indirect ownership of Khalifa Abdul Latif Al Melhem - a member of 
the Board of Directors - resulting from his direct and indirect ownership in Khalifa Abdul Latif Al Melhem Company Limited, and the direct ownership 
of Mohammed Khalifa Al Melhem and Abdulaziz Khalifa Al Melhem (sons of Khalifa Abdul Latif Al Melhem) and the direct ownership of Fahd Suleiman 
Muhammad Balghoneim (father of Hatem Fahd Balghoneim - a member of the Board of Directors -), the direct ownership of Dina Abdul Ilah Al-Juaid (the 
wife of Hatem Fahd Balghoneim), and the direct ownership of Abdul Latif Hamad Al Jabr (the father of Hisham Abdul Latif Al Jabr - a member of the Board of 
Directors -). 
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Walaa Cooperative Insurance Company has appointed Al-Jazira Capital Company as a financial advisor in relation to the 
Merger Transaction, and the following is a simplified model of the structure of the Merger Transaction:

Prior to Completion of the Merger Transaction

SABB Takaful
Company shareholders

100%100%

Walaa Insurance
Company shareholders

After Completion of the Merger Transaction

Shall cease to exist*

*After deregistering SABB Takaful Company

(Merging Company)

75.99% 24.01%

SABB Takaful
Company shareholders

Walaa Insurance 
Company shareholders

4.2 Rationale of the Merger Transaction and the Implications for 
Walaa Insurance Company

4.2.1 Important Notice
The information contained in this section reflects the current opinion of Walaa Cooperative Insurance Company, represented 
by the opinion of its board members regarding the benefits and advantages currently expected to be achieved from the 
Merger Transaction. We would like to point out that the information contained in this section includes expectations and 
future statements and is therefore subject to risks and fluctuations and should not be relied upon completely. For more 
information on these risks, please refer to Section No. (2) of this circular (“Risk Factors”). It should also be noted that the 
information in this section has been included based on preliminary assessments conducted by Walaa Cooperative Insurance 
Company and is therefore subject to change after completion studies and analyzes of how to merge the business of Walaa 
Cooperative Insurance Company and SABB Takaful, bearing in mind that there is no intention to update or revise any of the 
information, expectations and future statements contained in this section unless such update or revision is required by the 
relevant regulations. Any information in this section shall be deemed to be projections or predictions about the current or 
future financial performance of Walaa Cooperative Insurance Company. 

4.2.2 Rationale of the Merger Transaction and the Implications for Walaa 
Insurance Company

The rationale of the Merger Transaction revolves around the competitive market share in the insurance sector, which is 
currently divided among 28 insurance companies. According to the Saudi Insurance Market Report for 2021G issued by 
the Saudi Central Bank, the 8 largest insurance companies accounted for 77.2% of the total written insurance premiums in 
2021G, amounting to 42.03 billion Saudi riyals. The insurance sector in the Kingdom of Saudi Arabia faced in 2020G, 2021G 
and this year 2022G, several completed mergers between insurance companies, in addition to the announcement of two 
mergers that are still in progress. The insurance sector is expected to witness more mergers and given that one of the 
initiatives of the Financial Sector Development Program included encouraging and facilitating mergers in the insurance 
sector, which aims to sustain the sector’s growth, stability and durability, increase its contribution to the GDP, diversify and 
digitize its products, and enhance innovation and competition. It is worth noting that if the market share in the insurance 
sector is concentrated on a limited number of companies, small companies will lose their ability to control the pricing of 
their products, as they must take into account the prices applied by large companies when determining the prices of their 
products. The market share of Walaa Cooperative Insurance Company amounted to (5.6%) of the total written premiums 
for the year 2021G, and the market share of the SABB Takaful amounted to (0.5%) of the total written premiums for the year 
2021G, and the combined market share of Walaa Cooperative Insurance Company and SABB Takaful amounted to (6.1%) of 
the total written insurance premiums for the year 2021G. 

The proposed Merger Transaction of Walaa Cooperative Insurance Company with SABB Takaful is expected to contribute 
to acquiring a larger market share, thus enhancing the competitive position of the merging company upon completion 



41

of the Merger Transaction. The members of the Board of Directors of Walaa Cooperative Insurance Company believe that 
the experience possessed by the SABB Takaful team and the technical infrastructure owned by SABB Takaful with regard to 
insurance of protection and long-term savings will be a positive point with a comparative advantage to improve the market 
share of the merging company with regard to the protection and savings insurance market in particular. It is worth noting 
that the merging company currently has a valid license to provide protection and savings products. The desired benefits 
of the merger are summarized in enhancing competitiveness in the sector, improving operational efficiency, reducing 
expenditures, attracting and maintaining qualified human competencies, and other effects that are positively reflected on 
the Kingdom’s economy, the financial sector, the insurance sector, the insured and the beneficiaries of insurance coverage. 
In addition, since the merging company will have a stronger capital, it will be more able to bear risks, absorb more 
insurance underwritings, and provide better insurance services to its clients. It is also expected that the new capital of the 
merging company will contribute to improving the ability of the merging company to invest its money and thus increase 
the investment returns resulting from those investments. On the other hand, it is expected that the new capital of the 
merging company will contribute to obtaining a better evaluation by international financial rating agencies. In addition, 
due to the expected increase in the volume of business, the merging company will have a better ability to negotiate the 
rates of reinsurance operations with the reinsurance companies. 

The Board of Directors of Walaa Cooperative Insurance Company believes that the merging company will be able to reduce 
the ratio of operating expenses to the total written insurance premiums, in proportion to the size of its new business, which 
will include the business of SABB Takaful. In addition, the Board of Directors of Walaa Cooperative Insurance Company 
believes that the merging company will be able in the long term to offer more competitive rates to its customers in the 
insurance market in the individual and corporate sectors, when the business merger is completed. 

The rationale of the Merger Transaction is summarized, for example, but not limited to the following:

 x Increasing and diversifying the customer base; and 

 x Improving the ability of the merging company to invest its money; and 

 x Reducing the ratio of operating expenses to total written premiums; and

 x Improving the merging company’s ability to negotiate rates with reinsurers; and 

 x The ability of the merging company to provide insurance products covering all insurance sectors, especially 
the protection and savings insurance sector for individuals; and 

 x Enhancing the geographical spread of the merging company’s business, specifically in the central region; 
and 

 x Improving the capital of the merging company; and 

 x The ability to offer insurance products at more competitive prices in the long term; and

 x The ability of the merging company to maintain the current assessment in the short term and obtain a 
better assessment in the long term, by international financial rating agencies; and 

 x Benefiting from the integration of administrative and technical expertise that may result from the business 
merger; and 

 x Strengthening banking insurance sales channels and expanding the scope of marketing and selling 
insurance products through banks. 

It is worth noting that the Merger Transaction is endorsed and recommended by the Boards of Directors of Walaa 
Cooperative Insurance Company and SABB Takaful. 

4.3 The planned change in the board of directors of the merging 
company

Walaa Cooperative Insurance Company is currently managed by a board of directors consisting of 11 members and they 
are as follows:

1. Mr. Suleiman bin Abdullah Al-Qadi, Chairman of the Board of Directors and a non-executive member.

2. Mr. Khalifa bin Abdullatif Al-Mulhim, Vice Chairman of the Board of Directors and a non-executive member.

3. Mr. Sulaiman bin Abdulaziz Al-Tuwaijri, Non-Executive Member.

4. Mr. Wassef Salem Al-Jabshah, Non-Executive Member.

5. Mr. Waleed bin Muhammad Al-Jaafari, Non-Executive Member.

6. Mr. Jamil bin Abdullah Al-Mulhim, Independent Member.

7. Mr. Hisham bin Abdullatif Al-Jabr, Non-Executive Member.
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8. Mr. Abdullatif bin Khalifa Al-Mulhim, Non-Executive Member.

9. Mr. Osama bin Mirza Al-Khunaizi, Independent Member.

10. Mr. Hatem bin Fahd Balghoneim, Independent Member.

11. Mr. Abdulaziz bin Saud Al Shabibi, Independent Member.

Current senior executives of Walaa Cooperative Insurance Company are:

1. Mr. Johnson Varghese, Chief Executive Officer.

2. Mr. Muhannad Mahmoud El-Desouky, Chief Financial Officer.

3. Mr. Wassef Farouk Manhas, Chief Technical Officer for General Insurance and Motor Vehicles.

4. Mr. Ghayas Hassan Khan, Chief Technical Officer for Medical Insurance, Protection and Savings.

5. Mr. Fahad Khaled Abalkhail, Executive Vice President of Sales and Marketing.

6. Mr. Turki Abdulaziz Al-Buraik, Executive Vice President of Human Resources and Public and Government 
Relations. 

After the completion of the Merger Transaction, Mr. (Sulaiman bin Abdullah Al-Qadi) will remain as Chairman of the Board 
of Directors and Mr. / (Khalifa bin Abdullatif Al-Mulhim) as Vice Chairman of the Board of Directors. 

The following table shows the executive management of the merging company

Name Position in the merging company Current Position

Johnson Varghese Chief Executive Officer Chief Executive Officer - Walaa Cooperative 
Insurance Company

Muhannad Mahmoud El-Desouky Chief Financial Officer Chief Financial Officer - Walaa Cooperative 
Insurance Company

Wassef Farouk Manhas Chief Technical Officer for General Insurance 
and Motor Vehicles

Chief Technical Officer for General Insurance and 
Motor Vehicles - Walaa Cooperative Insurance 
Company

Ghayas Hassan Khan Chief Technical Officer for Medical 
Insurance, Protection and Savings

Chief Technical Officer for Medical Insurance, 
Protection and Savings - Walaa Cooperative 
Insurance Company

Fahad Khaled Abalkhail Executive Vice President of Sales and 
Marketing

Executive Vice President of Sales and Marketing - 
Walaa Cooperative Insurance Company

Turki Abdulaziz Al-Buraik
Executive Vice President of Human 
Resources and Public and Government 
Relations

Executive Vice President of Human Resources 
and Public and Government Relations - Walaa 
Cooperative Insurance Company

As on the date of this circular, the executive management of the merging company is represented by the executive 
management of Walaa Cooperative Insurance Company only, and the executive management structure of the above 
merging company may be expanded during the integration process and after the completion of the Merger Transaction, 
and this requires obtaining the approval of the Nominations and Remunerations Committee and the approval of the Walaa 
Board of Directors.

It is also worth noting that the merging company will absorb all employees of the SABB Takaful, without imposing any 
mandatory layoff, and the capabilities and expertise of SABB Takaful employees will be utilized in the merging company 
according to the needs of the business merger process and the integration plan. 
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4.4 About SABB Takaful Operations

A. Establishment
The establishment of SABB Takaful as a Saudi public joint stock company was approved by Royal Decree No. (M/60) dated 
18/09/1427H (corresponding to 11/10/2006G) and Cabinet Resolution No. (108) dated 27/04/1428H (corresponding to 
15/05/2007G), and the company was established in the city of Riyadh under Commercial Registration No. 1010234032 
issued in Riyadh on 20/05/1428H (corresponding to 06/06/2007G), and insurance business license from the Saudi Central 
Bank No. (V.M.N/E/20079) dated 29/08/1428H (corresponding to 11/09/2007G), and listed its shares dated 01/06/1428H 
(corresponding to 16/06/2007G), and the capital of SABB Takaful upon incorporation amounted to (100,000,000) one 
hundred million Saudi riyals divided into (2,000,000) two million shares with a nominal value of (50) fifty Saudi riyals per 
share. SABB Takaful increased its capital in 2009 from (100,000,000) one hundred million Saudi riyals to (340,000,000) three 
hundred and forty million Saudi riyals, divided into (34,000,000) thirty-four million shares with a nominal value of (10) ten 
Saudi riyals per share. 

The current capital of SABB Takaful is (340,000,000) three hundred and forty million Saudi riyals, divided into (34,000,000) 
thirty-four million shares, with a nominal value of (10) ten Saudi riyals per share, and all of those shares are fully paid-up and 
listed in the Saudi Stock Exchange since 01/06/1428H (corresponding to 16/06/2007G). SABB Takaful works in the field of 
general insurance, protection and savings insurance. The current headquarters of SABB Takaful is located in Riyadh. 

The major shareholder in SABB Takaful is represented by the Saudi British Bank, which directly owns (65.00%) of the capital 
of SABB Takaful (and does not own any indirect ownership percentage in SABB Takaful), and the Saudi British Bank does 
not own any shares in Walaa Cooperative Insurance before the Merger Transaction (and it will get a direct ownership 
percentage (15.6%) in Walaa Cooperative Insurance Company after the Merger Transaction). It is worth noting that the 
Saudi British Bank will become a major shareholder in Walaa Cooperative Insurance Company after the Merger Transaction.

B. The fiscal year and the auditors
The fiscal year of SABB Takaful begins on the first of January and ends on December 31 of the same year of each Gregorian 
year. The General Assembly of SABB Takaful has appointed Mr. Ibrahim Ahmed Al-Bassam and Partners and Dr. Muhammad 
Al-Omari and Partners as its auditors. 

C. Capital Structure and Shareholders
The current capital of SABB Takaful is (340,000,000) three hundred and forty million Saudi riyals divided into (34,000.000) 
thirty-four million shares with a nominal value of (10) ten Saudi riyals per share. The following table shows the ownership 
structure of SABB Takaful as at the date of this circular: 

Shareholder Number of Shares Direct Ownership Percentage (%) 

Saudi British Bank 22,100,000 65.00%

Members of the Board of Directors and Senior Executives of SABB 
Takaful None None

The Public 11,900,000 35.00%

Total 34,000,000 100.0%

Source: Saudi Stock Exchange and SABB Takaful 
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D. Overview of SABB Takaful Business
SABB Takaful provides various types of insurance services based on the principles of cooperative insurance and under the 
supervision of the Saudi Central Bank, which is the official regulator responsible for implementing the insurance companies’ 
monitoring law and its implementing regulations in the Kingdom of Saudi Arabia. The insurance services offered by SABB 
Takaful in the Kingdom of Saudi Arabia include protection, savings and general insurance. 

The following table shows the written insurance premiums for the group’s portfolio by product for the financial years 
ending on December 31, 2018G, 2019G and 2020G.

Table: Written insurance premiums for the group’s portfolio by product for the fiscal years ending on December 31, 2018G, 
2019G and 2020G

Compound 
annual 

growth rate 
2018G - 
2020G

Annual 
change 

percentage 
2019G - 
2020G

Annual 
change 

percentage 
2018G - 
2019G

2020G 
(Thousands 

Saudi Riyals)

2019G 
(Thousands 

Saudi Riyals)

2018G 
(Thousands 

Saudi Riyals)
Product

24.7%20.6%28.9%59,95949,73138,573Group Debt Protection 
Takaful Program

74.4%439.2%(43.6%)9,1241,6923,000Group Care Takaful Program

28.9%34.3%23.7%69,08351,42241,573Total

Source: Financial Due Diligence Report

The following table shows the written insurance premiums for the individual portfolio by product for the financial years 
ending on December 31, 2018G, 2019G and 2020G.

Table: Written Premiums for Individuals Portfolio by Product for the Financial Years Ended on December 31, 2018G, 
2019G and 2020G.

Compound 
annual 

growth rate 
2018G - 
2020G

Annual 
change 

percentage 
2019G - 
2020G

Annual 
change 

percentage 
2018G - 
2019G

2020G 
(Thousands 

Saudi Riyals)

2019G 
(Thousands 

Saudi Riyals)

2018G 
(Thousands 

Saudi Riyals)
Product

(4.0%)(0.2%)(7.6%)69,18369,31675,056Savings Takaful Program

127.9%87.3%177.4%13,8887,4152,673Investment Takaful Program

35.6%28.4%43.2%447348243Care Takaful Program

3.5%8.4%(1.1%)83,51877,08077,971Total

Source: Financial Due Diligence Report

The following table shows the written insurance premiums for the individual portfolio by product for the financial years 
ending on December 31, 2018G, 2019G and 2020G.

Table: Written Premiums for Individuals Portfolio by Product for the Financial Years Ended on December 31, 2018G, 
2019G and 2020G.

Compound 
annual 

growth rate 
2018G - 
2020G

Annual 
change 

percentage 
2019G - 
2020G

Annual 
change 

percentage 
2018G - 
2019G

2020G 
(Thousands 

Saudi Riyals)

2019G 
(Thousands 

Saudi Riyals)

2018G 
(Thousands 

Saudi Riyals)
Product

32.5%103.2%(13.7%)23,49911,56313,395Property Protection Takaful 
Program

40.0%49.9%30.8%6,7074,4743,420Cargo Takaful Program

395.0%1257.1%80.6%7,695567314Money Takaful Program

84.2%11.3%205.0%11,17910,0483,294Other

55.0%84.2%30.5%49,08026,65120,422Total

Source: Financial Due Diligence Report



45

E. Reinsurance
For the purpose of reducing the risks of the insurance business and ensuring the stability of operations and capital sources, 
and to reduce the risk of losses and for the purpose of contributing to the stability of profitability, SABB Takaful reinsures 
part of the risks insured under its insurance operations. This is in line with the executive regulations issued by the Saudi 
Central Bank. To reduce the risk of reinsurance concentration, SABB Takaful has established reinsurance programs with 
many well-known international reinsurance companies and a local reinsurance company. Whereas, SABB Takaful deals 
with many reinsurance companies whose classification is not less than the minimum, as stipulated in the regulation for 
reinsurance business issued by the Saudi Central Bank. As follows:

Rating Company Minimum Rating

AM Best B+

Standard & Poor’s Corporation (S&P) BBB

Moody’s Investor Service (Moodys) Baa

The following table provides a definition of the rating types for the AM Best Company:

AM Best Company Rating

Rating Rating Definition

A+ A rating by AM Best means that the rated entity has a superior ability to meet its continuing insurance obligations.

A A rating by AM Best means that the rated entity has an excellent ability to meet its continuing insurance obligations

A- A rating by AM Best means that the rated entity has an excellent ability to meet its continuing insurance obligations.

B++ A rating by AM Best means that the rated entity’s financial strength is subject to adverse changes in underwriting 
and economic conditions.

The following table provides a definition of the rating types for a Standard & Poor’s Corporation (S&P):

Standard & Poor’s Corporation (S&P) Rating

Rating Rating Definition

AA
A credit rating by Standard & Poor’s means that the rated entity has a very high ability to meet its financial 
obligations. It should be noted that no positive sign (+) has been added to the rating score to show the relative 
position within the rating categories, as the positive sign (+) indicates the upper limit in the “AA” group (very low risk).

AA

A credit rating by Standard & Poor’s means that the rated entity has a very high ability to meet its financial 
obligations. It should be noted that no positive sign (+) or negative sign (-) has been added to the rating score to 
show the relative position within the rating categories, as not adding the sign indicates the average limit in the “AA” 
group (very low risk)

AA-

A credit rating by Standard & Poor’s means that the rated entity has a very high ability to meet its financial 
obligations. It should be noted that a negative sign (-) has been added to the rating score to show the relative 
position within the rating categories, where the negative sign (-) indicates the minimum in the “AA” group (very low 
risk)

A+

A credit rating by Standard & Poor’s means that the rated entity has a high ability to meet its financial obligations but 
is somewhat vulnerable to the adverse effects of changes in economic conditions. It should be noted that a positive 
sign (+) has been added to the rating score to show the relative position within the rating categories, where the 
positive sign (+) indicates the upper limit in the “A” group (low risk)

A
A credit rating by Standard & Poor’s means that the rated entity has a high ability to meet its financial obligations. It 
should be noted that no positive sign (+) or negative sign (-) has been added to the rating score to show the relative 
position within the rating categories, as not adding the sign indicates the average limit in the “A” group (low risk)

A-

A credit rating by Standard & Poor’s means that the rated entity has a high ability to meet its financial obligations, 
but is somewhat vulnerable to the adverse effects of changes in economic conditions. It should be noted that the 
negative sign (-) has been added to the rating score to show the relative position within the rating categories, where 
the negative sign (-) indicates the minimum in the “A” group (low risk)

BBB

A credit rating by Standard & Poor’s means that the rated entity has sufficient ability to meet its financial obligations. 
But it is likely to weaken in favorable or changing economic conditions. It should be noted that no positive sign (+) 
or negative sign (-) was added to the rating score to show the relative position within the rating categories, as not 
adding the sign indicates the average limit in the “BBB” group (average quality)
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The following table provides a definition of rating types for Moody’s Investor Service (Moodys):

Moody’s Investor Service (Moodys) Rating

Rating Rating Definition

A3
Rating by Moody’s means that the entity is rated as upper medium and is subject to low credit risk. It should be 
noted that the number (3) has been added to the classification score to show the relative position within the 
classification categories, as the number (3) refers to the minimum in the “A” group.

The ratings mainly indicate the strength of the financial position of the reinsurance company and its efficiency in covering 
claims, in addition to the quality of its service and the strength of its reinsurance programs. SABB Takaful deals with more 
than 40 reinsurance companies rated by international rating agencies. 

The following table shows the reinsurance companies that SABB Takaful deals with and the rating of each reinsurance 
company.

The following table shows the reinsurance companies that SABB Takaful deals with:

No. Reinsurer Country Rating Rating Company

1 Arab Business Community Insurance Company UAE A- AM Best

2 Active Capital Reinsurance Company Limited United States of America A- AM Best

3 Abu Dhabi National Insurance Company (ADNIC) UAE A AM Best

4 IIG Middle East and Africa Company Limited UAE A+ S&P

5 Al Ahlia Insurance Company Kuwait A- AM Best

6 Al Dhafra Insurance Company UAE B++ AM Best

7 Gulf Insurance Company Qatar BBB S&P

8 Allianz International Insurance Company United Kingdom AA S&P

9 Antarah Reinsurance Company UAE A S&P

10 Argo International Insurance Company Limited UAE A- AM Best

11 Arma Insurance Company UAE A+ S&P

12 Aspen Insurance Holding Company Switzerland A S&P

13 Aviva Insurance Company United Kingdom A- S&P

14 AXA Insurance Company UAE A- AM Best

15 Barents Reinsurance Company Lebanon A AM Best

16 Berkshire Hathaway International Insurance Co. UAE AA+ S&P

17 BMI Reinsurance Company United States of America A- AM Best

18 Chaser Insurance Company United Kingdom A AM Best

19 Emerald Insurance Company South Africa AA- S&P

20 Generali Insurance Company United Kingdom AA- S&P

21 Hannover Reinsurance Company Bahrain AA- S&P

22 Houston Casualty Reinsurance Co. United Kingdom A+ AM Best

23 Korean Reinsurance Company UAE A S&P

24 Kuwait Reinsurance Company Kuwait A- AM Best

25 Liberty Insurance Brokers Co. UAE A AM Best

26 Lloyd’s Insurance Company United Kingdom AA+ S&P

27 Markel International Insurance Company UAE A+ AM Best

28 Middle East and North Africa Reinsurance Company UAE A- AM Best
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No. Reinsurer Country Rating Rating Company

29 Misr Insurance Company UAE B++ AM Best

30 Munich Reinsurance Company UAE AA- S&P

31 New India Assurance Company UAE B++ AM Best

32 Ocean Reinsurance Company Panama A- AM Best

33 Oman Insurance Company UAE A- S&P

34 Pinnacle Reinsurance Company Australia A AM Best

35 Probitas Reinsurance Company United Kingdom A+ AM Best

36 Protection Reinsurance Company United Kingdom A S&P

37 QBE Insurance Group Limited UAE A+ S&P

38 Royal & Sun Alliance Insurance Company United Kingdom A S&P

39 Saudi Reinsurance Company KSA A3 MOODY’S

40 Central Reinsurance Corporation Morocco B++ AM Best

41 Swiss Reinsurance Group Switzerland AA- S&P

42 Talbot Insurance Company Limited United Kingdom A AM Best

43 Zurich Insurance Group UAE A+ AM Best

44 Jane Reinsurance Company UAE AA+ S&P

45 Central Reinsurance Fund France A- S&P

Source: SABB Takaful
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F. Organizational Structure of SABB Takaful

CEO

Personal Assistant to CEO

Head of Digitalization Department

CFO

COO

Head of Customer Care Department

Head of Technical A�airs

Head of Sales and
Marketing Department

Head of Actuarial Department

Head of HR Department

Head of Compliance and Money
Laundry Department

Head of Internal Audit

Head of Risk Department

General Secretary, Head of Corporate
Governance and Executive

Committee Secretary

Note: Head of Internal Audit Department and Head of Compliance shall report to the Audit Committee. Both shall only refer administratively to the CEO of 
the Risk Department

Head of Risk Department shall report to the Risk Committee and shall only refer administratively to the CEO

General Secretary, Head of Corporate Governance and Executive Committee Secretary shall report to the Company’s Board of Directors and shall only refer 
administratively to the CEO
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G. Members of the Board of Directors and Executive Management of SABB Takaful
SABB Takaful is managed by a Board of Directors consisting of seven (7) members appointed by the Ordinary General 
Assembly of SABB Takaful. The Board of Directors has sub-committees that include the Executive Committee, the Audit 
Committee, the Nomination and Remuneration Committee, the Risk Management Committee and the Investment 
Committee. These committees support the role of the Board of Directors in following up and reviewing the activities of 
the SABB Takaful and providing the management with the necessary guidance and direction. These committees meet 
periodically to study various issues, carry out the tasks entrusted to them, and submit their reports to the Board of Directors. 

The members of the SABB Takaful’s Board of Directors, as of the date of this circular, consist of seven (7) members 
appointed for the session extending from 14/11/1443H (corresponding to 13/06/2022G) to 16/12/1446H (corresponding 
to 12/06/2025G), as follows:

Name Position Representation
Ownership 

percentage in 
SABB Takaful

Representation as a board member or 
manager in other companies

1 Mr. Mohammed bin 
Abdulaziz Al-Shaya

Chairman of the 
Board - Non-
Executive

Representative of 
the Saudi British 
Bank

None

 x National Transformation Program

 x Alessa Industries Company

 x General Authority for Competition

 x Saudi White Cement Company

 x Amlak International Company

 x HSBC Saudi Arabia Company

 x Al Rabie Saudi Foods Company 

2 Mr. Yasser Al-Barrak Board Member - 
Non-Executive

Representative of 
the Saudi British 
Bank

None  x Saudi British Bank

3 Mr. Firas Abdulaziz 
Aba Al-Khail

Board Member - 
Independent

In his personal 
capacity None

 x Human Resources Development 
Fund (HRDF)

 x Tamkeen Technologies Co.

 x HADAF for Business Services 
Company

4 Mr. Faris Fahid Al-
Sharif

Board Member - 
Non-Executive

Representative of 
the Saudi British 
Bank

None  x Saudi British Bank

5 Mr. Ayman Wajeeh 
Al-Taweel

Board Member - 
Independent

In his personal 
capacity None

 x Saudi Arabian Military Industries

 x Aircraft Accessories and 
Components Company

 x Saaf Housing Development 
Association

6 Mr. Salman Ahmed 
Akbar

Board Member - 
Independent

In his personal 
capacity None

 x Yana Company

 x Saudi Steel Pipe Company

 x Twilight Liberty Company

 x Al Baraka Bank (Pakistan)

7 Mr. Mohamed Abdul 
Ramhan Al Mousa

Board Member - 
Non-Executive

Representative of 
the Saudi British 
Bank

None  x Saudi British Bank

Source: SABB Takaful
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The following table shows the members of the executive management of SABB Takaful and the number of shares they own 
in SABB Takaful:

Name Position Ownership percentage in 
SABB Takaful

Hussam Abdul Rahman Al-Khayal Chief Executive Officer None

Mslivan Lukathan CFO (Acting) None

Hamad Al-Mohammed Head of Sales and Marketing Department None

Faisal Al Arifi Head of human resources department None

Fouad Zafar Head of the actuarial department None

Rola Al-Smail Acting Head of Governance Department and Secretary of the 
Board None

Hussein Al Ahmad Head of the Internal Audit Department None

Raghad Al-Tuwairqi Acting Head of Compliance None

Nawal Al Shammari Head of Risk None

Amal Al Anzi Head of Customer Care Department (Acting) None

Source: SABB Takaful

4.5 Evaluation of Walaa Cooperative Insurance Company and SABB 
Takaful evaluation

It was agreed between Walaa Cooperative Insurance Company and SABB Takaful on the exchange ratio, which determines 
the number of shares that the shareholders of SABB Takaful will obtain in the merging company upon the implementation 
of the Merger Transaction, after negotiation and discussion between the two companies. During this negotiation phase, 
Walaa Cooperative Insurance Company took the advice of its advisors in addition to reviewing the necessary professional 
care statements of SABB Takaful’s business. 

The discussions that took place regarding the exchange ratio were subject to the provisions of the memorandum of 
understanding signed between Walaa Cooperative Insurance Company and SABB Takaful on 04/12/1442H (corresponding 
to 14/07/2021G), so that it was agreed between the two companies that if a final decision is reached regarding the 
Merger Transaction, it will be done by merging SABB Takaful into Walaa Cooperative Insurance Company through Walaa 
Cooperative Insurance Company issuing new shares to the shareholders of SABB Takaful in exchange for transferring the 
assets and liabilities of SABB Takaful to Walaa Cooperative Insurance Company (for more details on the agreed provisions 
for the merger please see section No. 6.5 “The Substantive Terms and Conditions and Preconditions or Undertakings 
in the Merger Agreement”), as it was agreed between the two companies that the evaluation process will be as follows:

 x The book value of the equity after making the adjustments that will be agreed upon according to the results 
of the necessary professional examination and any other adjustments, provided that the book value of 
the equity is based on the financial statements announced of each of the two companies before or on 
the date of signing the Merger Agreement. Accordingly, the book value of equity methodology has been 
used (as published in the financial statements for the third quarter of 2021G), after making the necessary 
adjustments.
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The following shows a table showing the evaluation method and the calculation of the exchange ratio

In Saudi Riyals, except as otherwise noted

Merging CompanySABB TakafulWalaa Cooperative 
Insurance Company

As in the announced financial statements for the third 
quarter of 2021G

Not applicable

300,816,000869,538,000A. Book Value of Equity as on 30/09/2021G*

Adjustments to the book value of equity of Walaa Cooperative Insurance Company

(6,925,000)(-) Shortage of reserves for claims incurred but not 
reported to secure protection and savings

(1,625,000)(-) Additional precautions for existing receivables that are 
more than 360 days old

(1,114,000)(-) Adding precautions for debits from reinsurance

(4,211,000)(-) Write-off of the receivables required from the Saudi 
British Bank and about which there is a dispute

(677,000)(-) Additional precautions for existing receivables that are 
in an incorrect age category

(267,000)(-) Advance Payments

(192,000)(-) Non-refundable value added tax

(245,000)(-) Non-compliance with the requirements of refundable 
tax invoices

(3,091,000)(-) Expenses related to the Merger Transaction

18,030,934
(+) Volume of maximizing the value of Walaa Cooperative 
Insurance company’s investment in Najm Insurance 
Services Company

8,933,957
(+) Re-evaluation of land owned by Walaa Cooperative 
Insurance Company compared to what was recorded in 
the financial statements for the third quarter of 2021G

8,617,891

B. Total adjustments for Walaa Cooperative Insurance 
Company (consisting of due diligence adjustments 
and the inputs of Walaa Cooperative Insurance 
Company and SABB Takaful agreed upon by both 
parties)

Adjustments to the book value of the equity of SABB Takaful

(133,000)(-) Additional precautions for outstanding accounts 
receivable

(1,050,000)(-) Professional expenses related to IFRS17

(5,711,000)(-) Professional expenses related to the Merger 
Transaction

(3,900,000)(-) Obligations towards SABB Takaful employees

(891,000)(-) Differences resulting from the zakat examination for 
the year 2018G

(877,000)(-) Possible zakat liabilities for the years 2019G and 2020G

(970,000)(-) VAT paid and recorded as prepaid

(2,034,000)(-) Shortage of reserves for claims incurred but not 
reported - Technical reserves

(5,655,000)(-) Shortage of insufficient reserve of premiums

(2,200,000)(-) Shortage of life insurance reserves for individuals not 
linked to investment units

(23,421,000)

C. Total adjustments for SABB Takaful (consisting of 
due diligence adjustments and the inputs of Walaa 
Cooperative Insurance Company and SABB Takaful 
agreed upon by both parties)
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In Saudi Riyals, except as otherwise noted

Merging CompanySABB TakafulWalaa Cooperative 
Insurance Company

As in the announced financial statements for the third 
quarter of 2021G

(1,155,550,891)
(A +C)

(277,395,000)

(A + B)

(878,155,891)

Final evaluation after due diligence amendments and 
the inputs of Walaa Cooperative Insurance Company and 
SABB Takaful agreed upon by both parties

100%(24.01%)(75.99%)Ownership in the merging company (%)

64,639,706Number of Walaa Cooperative Insurance Company’s currently issued shares (shares)

34,000,000Number of SABB Takaful’s currently issued shares (shares)

20,418,619Number of shares to be issued to the shareholders of SABB Takaful (Shares)

0.6005476176470590Exchange ratio for every (1) share owned in SABB Takaful (number of shares to be issued in favor of 
SABB Takaful shareholders ÷ number of SABB Takaful shares currently issued)

85,058,325Total number of shares of the merging company (after completing the Merger Transaction) (shares)

*The book value has been adjusted to exclude the actuarial loss of end-of-service benefits, which are part of the operating provisions of the policyholders

Based on the exchange ratio mentioned above, Walaa Cooperative Insurance Company will increase its capital and issue 
(20,418,619) ordinary shares with a nominal value of (10) ten Saudi riyals per share and registered in favor of the shareholders 
of SABB Takaful, with a total nominal value of (204,186,190) Saudi riyals. The total market value of the consideration shares, 
based on the exchange ratio and on the closing price of Walaa Cooperative Insurance Company’s share, is (15.72) Saudi 
riyals as on (16/01/1444H) corresponding to (14/08/2022G) (according to the nearest trading day before publishing the 
circular) amounting to (320,980,691) Saudi riyals. The total value of the consideration shares that will be reflected in the 
financial statements of Walaa Cooperative Insurance Company will be determined at a later time based on the closing 
price of Walaa Cooperative Insurance Company shares on the last trading day preceding the effective date of the Merger 
Transaction decision. 

The following is a table showing the value of the consideration according to the share price of Walaa Cooperative Insurance 
Company and its comparison with the market value of SABB Takaful:

Number of shares that will be issued to the shareholders of 
SABB Takaful (20,418,619) Ordinary Share

The total value of the consideration according to the 
closing price of Walaa Cooperative Insurance Company on 
22/07/1443H (corresponding to 23/02/2022G) (which is 
the last trading day preceding the date of concluding the 
Merger Agreement)

(365,493,280) SAR
 x Closing price for Walaa Cooperative 

Insurance Company: (17.90) Saudi 
riyals.

The total value of the consideration according to the 
closing price of Walaa Cooperative Insurance Company on 
16/01/1444H (corresponding to 14/08/2022G) (according 
to the nearest trading day before publishing the circular)

(320,980,691) SAR
 x Closing price for Walaa Cooperative 

Insurance Company: (15.72) Saudi 
riyals.

The market value of SABB Takaful on the date of 
22/07/1443H (corresponding to 23/02/2022G) (which is 
the last trading day preceding the date of concluding the 
Merger Agreement)

(936,700,000) SAR

 x Closing price for SABB Takaful: (27.55 
SAR).

 x The number of shares currently issued 
in SABB Takaful (34,000,000) ordinary 
shares.

The market value of SABB Takaful on 16/01/1444H 
(corresponding to 14/08/2022G) (according to the nearest 
trading day before publishing the circular)

(580,720,000) SAR

 x Closing price for SABB Takaful: (17.08) 
Saudi riyals.

 x The number of shares currently issued 
in SABB Takaful (34,000,000) ordinary 
shares.

The percentage of the difference between the market value 
of SABB Takaful and the total value of the consideration on 
the date of 22/07/1443H (corresponding to 23/02/2022G) 
(which is the last trading day preceding the date of 
concluding the Merger Agreement)

Decrease about (60.98%)

The percentage of the difference between the market 
value of the SABB Takaful and the total value of the 
consideration on 16/01/1444H (corresponding to 
14/08/2022G) (according to the nearest trading day before 
publishing the circular)

Decrease about (44.73%)
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The following is a detailed table showing the method of calculating the exchange ratio:

NoteItem

Evaluation of Walaa Cooperative Insurance Company + Evaluation of SABB Takaful Evaluation of the merging company (after the 
Merger Transaction)

Walaa Cooperative Insurance Evaluation

Evaluation of the merging company (After the merger)

The percentage of ownership of Walaa 
Cooperative Insurance Company in the 
merging company (after the merger)

Evaluation of SABB Takaful Company

Evaluation of the merging company (After the merger)
The percentage of ownership of SABB Takaful 
in the merging company (after the merger)

As before the capital increase, i.e. (64,639,706) shares
Number of shares held by Walaa Cooperative 
Insurance Company’s current shareholders 
after the Merger Transaction

Number of Walaa Cooperative Insurance Company shares currently issuedNumber of Walaa Cooperative Insurance
Company shares currently issued Walaa Cooperative Insurance Company’s ownership percentage in the merging

company (after the merger transaction)

-Number of new shares for current SABB 
Takaful shareholders

Number of shares that will be issued to the shareholders of SABB Takaful Company
for the purpose of the merger transaction

Number of SABB Takaful Company shares currently issued

Exchange ratio for every (1) share owned in 
SABB Takaful

4.6 Details of related parties who have a direct or indirect interest in 
the Merger Transaction

This Merger Transaction does not involve any related parties.

4.7 Ownership structure before and after the capital increase
Ownership structure before and after the capital increase

The following table shows the details of ownership in Walaa Cooperative Insurance Company before and after the capital 
increase, as on 06/11/1443H (corresponding to 05/06/2022G):

Shareholder

Before the capital increase - Walaa Insurance 
Company

After the capital increase - Walaa Insurance 
Company
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American Life 
Insurance* 3,551,911 5.49% None 5.49% 3,551,911 4.18% None 4.18%

Arab National 
Bank **

3,545,146 5.48% None 5.48% 3,545,146 4.17% None 4.17%

Board Members 
and Senior 
Executives of 
Walaa Insurance 
Company***

3,030,421 4.69% 1.23% 5.91% 3,030,421 3.56% 0.93% 4.49%

Non-public 
shareholders of 
Walaa Insurance 
Company (not 
including major 
shareholders, 
board members 
and senior 
executives)

792,340 1.23% Not 
applicable 1.23% 792,340 0.93% Not 

applicable 0.93%
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Shareholder

Before the capital increase - Walaa Insurance 
Company

After the capital increase - Walaa Insurance 
Company
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Saudi British Bank

None

13,272,102 15.60% None 15.60%

Members of 
the Board of 
Directors and 
Senior Executives 
of SABB Takaful

None

The Public 53,719,888 83.11% Not applicable 67,963,462 79.90% Not applicable

Total 64,639,706 100% Not applicable 85,058,325 100% Not applicable

Source: Walaa Cooperative Insurance Company

*It is worth noting that American Life Insurance Company’s direct ownership percentage will decrease from (5.49%) to (4.18%) of the Walaa Cooperative 
Insurance Company’s capital after the capital increase, and therefore it will not become a major shareholder in Walaa Cooperative Insurance Company after 
the capital increase. The percentage of its ownership is calculated within the ownership of the public.

**It is worth noting that ANB’s direct ownership percentage will decrease from (5.48%) to (4.17%) of the Walaa Cooperative Insurance Company’s capital after 
the capital increase, and therefore it will not become a major shareholder in Walaa Cooperative Insurance Company after the capital increase. The percentage 
of its ownership is calculated within the ownership of the public.

*** The indirect ownership of the members of the Board of Directors results from the indirect ownership of Khalifa Abdul Latif Al Melhem - a member of 
the Board of Directors - resulting from his direct and indirect ownership in Khalifa Abdul Latif Al Melhem Company Limited, and the direct ownership 
of Mohammed Khalifa Al Melhem and Abdulaziz Khalifa Al Melhem (sons of Khalifa Abdul Latif Al Melhem) and the direct ownership of Fahd Suleiman 
Muhammad Balghoneim (father of Hatem Fahd Balghoneim - a member of the Board of Directors -), the direct ownership of Dina Abdul Ilah Al-Juaid (the 
wife of Hatem Fahd Balghoneim), and the direct ownership of Abdul Latif Hamad Al Jabr (the father of Hisham Abdul Latif Al Jabr - a member of the Board of 
Directors -). 
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4.8 Pro-forma Financial Statements of Walaa Cooperative Insurance 
Company for the Purpose of the Merger Transaction

The following pro-forma and condensed consolidated financial information and related notes prepared by the management 
of Walaa Cooperative Insurance Company deal with clarifying the material effects of the Merger Transaction between Walaa 
Cooperative Insurance Company and SABB Takaful on the consolidated historical financial position statement and the 
consolidated historical income statement on December 31, 2020G, assuming that the two companies are merged indeed, 
as on January 1, 2020G, according to the structure that will result in the Merger Transaction, after making the necessary 
adjustments in accordance with the attached clarifications to the pro-forma financial information. The presentation of the 
pro-forma financial information is based on certain conceptual assumptions and has been prepared for illustrative purposes 
only. Because of their nature, the pro-forma statement of financial position and the pro-forma income statement treat a 
default situation and, therefore, do not represent or give a true picture of the financial position and financial performance of 
Walaa Cooperative Insurance Company upon completion of the Merger. Furthermore, the pro-forma financial information 
is only meaningful in conjunction with the historical financial statements of Walaa Cooperative Insurance Company and 
SABB Takaful for the fiscal year ended December 31, 2020G, and the following is a summary of the pro-forma consolidated 
financial statements:

4.8.1 Pro-forma Statement of Financial Position for Walaa Cooperative 
Insurance Company and SABB Takaful as of December 31, 2020G 

Note

Walaa Cooperative 
Insurance Company 

(the Merging 
Company)

SABB Takaful 
(the Merging 

Company) 
(Audited)

Conceptual 
Adjustments

Conceptual 
Adjustments

( Not 
Audited)

(Audited)

(Thousands Saudi riyals)

Assets

Cash and cash equivalents 687,297 68,215 13,582 769,094

Short Term Deposit 217,274 120,345 - 337,619

Insurance premiums and reinsurance 
receivables debit - net 333,020 45,260 - 378,280

Reinsurers’ share of unearned premiums 363,490 25,527 - 389,017

Reinsurers’ share of outstanding claims 162,891 46,757 - 209,648

Reinsurers’ share of incurred but not reported 
claims 57,700 27,237 - 84,937

Reinsurers’ share of the accounting reserves 138,959 - - 138,959

Deferred insurance policy acquisition costs 25,355 3,947 - 29,302

Investments 515,790 559,960 - 1,075,750

Due from insurance operations 86,072 31,656 - 117,728

Prepaid Expenses and Other Assets 90,243 3,762 - 94,005

Long Term Deposits 50,000 - - 50,000

Goodwill 24,415 - 57,513 81,928

Property and equipment, net 14,240 8 - 14,248

Intangible assets 34,720 2,029 - 36,749

Statutory deposit 64,640 34,000 (13,582) 85,058

Receivable statutory deposit income 10,114 4,612 - 14,726

Accrued commission income 3,882 - - 3,882

Total assets 2,880,102 973,315 57,513 3,910,930
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Note

Walaa Cooperative 
Insurance Company 

(the Merging 
Company)

SABB Takaful 
(the Merging 

Company) 
(Audited)

Conceptual 
Adjustments

Conceptual 
Adjustments

(Audited) (Not Audited)

(Thousands Saudi riyals)

Liabilities

Claims payable to insurance policyholders 34,794 - - 34,794

Accrued expenses and other liabilities 152,190 49,435 - 201,625

Reinsurance balances payable 232,814 25,014 - 257,828

Unearned premiums 789,964 34,283 - 824,247

Unearned reinsurance commissions 20,472 4,722 - 25,194

Claims under settlement 233,498 56,628 - 290,126

Claims incurred not reported 170,977 36,383 - 207,360

Total accounting reserves 138,959 - - 138,959

Liabilities to Shareholder Operations 86,072 31,656 - 117,728

End of service indemnity 21,724 6,316 - 28,040

Zakat and income tax 28,864 4,991 - 33,855

Return on commission income accrued to the 
Saudi Central Bank 10,114 4,612 - 14,726

Accumulated surplus payable 9,774 6,593 - 16,367

Reserve for Existing Risks - 8,836 - 8,836

Reserve for items not linked to units - 7,607 - 7,607

Takaful activities reserve - 406,636 - 406,636

Reserve additional insurance premiums 26,010 - - 26,010

Other technical reserves 8,642 - - 8,642

Total Liabilities 1,964,868 683,712 - 2,648,580

Equity Rights

Capital 646,397 340,000 (135,814) 850,583

Issuance bonus 103,277 - 142,930 246,207

Regular reserve 63,327 14,788 (14,788) 63,327

Retained earnings 81,304 (64,566) 64,566 81,304

Fair value reserve on available for sale 
investments 21,989 599 (599) 21,989

Defined benefit remeasurement reserve for 
insurance operations (1,060) (1,218) 1,218 (1,060)

Total Equity 915,234 289,603 57,513 1,262,350

Total Liabilities and Equity 2,880,102 973,315 57,513 3,910,930
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4.8.2 Pro-forma income statement for Walaa Cooperative Insurance Company 
and SABB Takaful as of December 31, 2020G. 

Note 

Walaa Cooperative 
Insurance Company 

(the Merging 
Company)

SABB Takaful 
(the Merging 

Company)
(Audited) 

Conceptual 
Adjustments

Conceptual 
Adjustments

(Audited) (Not Audited)

(Thousands Saudi riyals)

Revenues

Total Written Premiums 1,472,703 201,681 - 1,674,384

Ceded Reinsurance Premiums

- Local (11,866) (13,933) - (25,799)

- Foreign (597,154) (76,578) - (673,732)

Takaful plan holders’ costs - 16,796 - 16,796

(609,020) (73,715) - (682,735)

Excess loss expense (13,747) (975) - (14,722)

Net written premiums 849,936 126,991 - 976,927

Changes in unearned premiums (109,854) (18,580) (128,434)

Changes in reinsurance share of unearned 
premiums 56,530 14,582 - 71,112

Net earned premiums 796,612 122,993 - 919,605

Reinsurance commissions 41,047 5,352 46,399

Other underwriting income 11,218 2,190 - 13,408

Total revenue 848,877 130,535 - 979,412

Subscription costs and expenses

Total Paid Claims 592,437 46,075 - 638,512

Qualifying and eligibility of documents 16,507 67,140 - 83,647

Expenses incurred in connection with claims 33,602 978 - 34,580

Reinsurers’ share of paid claims (66,180) (38,010) - (104,190)

Net claims and other benefits paid 576,366 76,183 - 652,549

Changes in outstanding claims 72,653 22,236 - 94,889

Changes in reinsurers’ share of outstanding 
claims (47,806) (8,298) - (56,104)

Changes in claims incurred but not reported (47,807) 8,748 - (39,059)

Changes in the share of reinsurance claims from 
incurred claims but not reported 4,012 (18,312) - (14,300)

Net incurred claims and other benefits 557,418 80,557 - 637,975
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Note 

Walaa Cooperative 
Insurance Company 

(the Merging 
Company)

SABB Takaful 
(the Merging 

Company)
(Audited)

Conceptual 
Adjustments

Conceptual 
Adjustments

(Audited) ( Not 
Audited)

(Thousands Saudi riyals)

Subscription costs and expenses (continued)

Additional insurance premium reserves 21,040 - - 21,040

Other technical reserves (22,467) - - (22,467)

Insurance policy issuance costs 48,229 14,863 - 63,092

Changes in the reserve of takaful activities - 16,378 - 16,378

Changes in reserve for items not linked to units - 1,137 - 1,137

Changes in the reserve for unexpired risks - 2,947 - 2,947

Other underwriting expenses 32,365 - - 32,365

Total subscription costs and expenses 636,585 115,882 - 752,467

Net underwriting income 212,292 14,653 - 226,945

(Expense)/ Other operating income

(Provision)/ Reversal of doubtful receivable (8,155) (866) - (9,021)

General and administrative expenses (141,849) (48,869) - (190,718)

Commission income from investments - 1,425 - 1,425

Income from deposits 9,624 2,911 - 12,535

Income from Sukuk 5,320 3,983 - 9,303

Realized dividends from investments 3,019 225 - 3,244

Total other operating expenses (132,041) (41,191) - (173,232)

Net income for the year before zakat, income tax 
and attribution of the surplus 80,251 (26,538) - 53,713

zakat (20,380) (4,764) - (25,144)

Income tax (1,122) - - (1,122)

Total income for the year 58,749 (31,302) - 27,447

Net surplus attributable to insurance operations (7,626) - - (7,626)

Net income attributable to shareholders 51,123 (31,302) - 19,821

Earnings per share

Basic and Diluted earnings per share 0.82 (0.92) 0.24

Weighted average number of outstanding 
shares (in thousands) 62,699 34,000 83,118
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4.8.3 Notes to the pro-forma consolidated financial information

1. Basis for preparation and presentation of pro forma financial information
This pro forma financial information and the accompanying notes describe the effects on the statement 
of financial position and income statement of a potential merger (“Merger Transaction”) between Walaa 
Cooperative Insurance Company (“Walaa Cooperative Insurance Company” or the “Merging Company”) 
and SABB Takaful (“SABB Takaful” or “ Merging Company”) as if it had occurred on January 1, 2020G. This 
hypothetical financial information was derived from the audited financial statements of Walaa Cooperative 
Insurance Company and SABB Takaful as on December 31, 2020G, which amended to reflect:

 y Effect of the Merger Transaction
The Merger Transaction will take place by issuing (20,418,619) shares with a nominal value of (10) ten 
Saudi riyals per share by Walaa Cooperative Insurance Company to the shareholders of SABB Takaful, 
in the process of exchanging shares with a exchange ratio of (0.6005476176470590) shares in Walaa 
Cooperative Insurance Company for each share owned by SABB Takaful. After the Merger Transaction, 
the capital of the merging company after the completion of the Merger Transaction will be (850,583,250) 
Saudi riyals consisting of (85,058,325) shares with a nominal value of (10) ten Saudi riyals per share.

The pro forma financial information presentation of the merged entity is based on certain prognostic 
assumptions and has been prepared for illustrative purposes only. Because of their nature, the pro 
forma statement of financial position and pro forma income statement treat a hypothetical situation 
and therefore do not represent or give a true picture of the financial position and financial performance 
upon completion of the Merger Transaction. Furthermore, the pro forma financial information is only 
meaningful in conjunction with the historical financial statements of Walaa Cooperative Insurance 
Company and SABB Takaful for the fiscal year ending on December 31, 2020. The pro forma financial 
information does not take into account the positive effect of the synergies expected as a result of the 
Merger Transaction or the costs incurred to achieve the Merger Transaction. The pro forma financial 
information has been prepared and presented based on the accounting policies of Walaa Cooperative 
Insurance Company as shown in its audited financial statements for the year ended December 31, 
2020G. The accounting policies used by Walaa Cooperative Insurance Company as shown in its audited 
financial statements for the year ended December 31, 2020G, do not differ materially from those used 
by SABB Takaful. 

2. Pro Forma Adjustment 
The pro forma adjustments are based upon initial estimates and changeable assumptions. The pro forma 
adjustments that included in pro forma financial information are as follows:

A. Recording the issuance of shares by Walaa Insurance Company to the 
shareholders of SABB Takaful:
For the purpose of pro forma financial information, the number of new shares that issued against 
Merger Transaction is calculated at the share exchange ratio of (0.6005476176470590 new share in 
Walaa Insurance Company for each single share owned in SABB Takaful as shown below:

Existing shares of SABB Takaful 34,000,000 shares

Exchange ratio 0.6005476176470590

No. of shares to be issued in Walaa Insurance Company for the 
shareholders of SABB Takaful 20,418,619 shares

Nominal value of shares issued by Walaa Insurance Company to the 
shareholders of SABB Takaful SAR 204,186,190

Issued capital of Walaa Insurance Company SAR 646,397,060

Total capital Walaa Insurance Company after completion of the Merger 
Transaction SAR 850,583,250
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B. Recording the share premium of Walaa Insurance Company by the Merger 
Transaction
The shares value to be issued has been calculated on the basis of Walaa Insurance Company’s closing 
price on the day before the signing of this Merger Agreement, i.e., February 24, 2022. This closing price 
was SAR 17 per share published on the Saudi Stock Exchange . The Purchase consideration is based 
upon the indicative price of share.

(In Saudi Riyals)

Total consideration (20,418,619 share of SAR 17 per share) 347,116,523

Less: Par value of shares issued by Walaa Insurance Company to the SABB Takaful (204,186,190)

Share Premium 142,930,333

C. Recording the Goodwill representing increase in the consideration for the 
acquisition of the net assets of SABB Takaful as at December 31, 2020:

(In Saudi Riyals)

Net assets of SABB Takaful as at December 31, 2020 (C1) 289,603,333

Less: total consideration paid for SABB’s Equity (C2) 347,116,523

Goodwill (C2-C1) 57,513,190

D. Exchange ratio under this Merger Agreement
Walaa Insurance 

Company SABB Takaful

Total shareholders’ equity consideration as at September 30, 2021 
(unaudited) (in ‘000 SAR) 869,538 300,106

Agreed Adjustments Amount 8,618 (22,711)

Total Adjusted Shareholders’ Equity (unaudited) (in ‘000 SAR) (D1) 878,156 277,395

No. of outstanding shares (share) (D2) 64,639,706 34,000,000

Adjusted carrying value of share (In Saudi Riyals) (D1/ D2) 13.59 8.16

Exchange ratio (No. ordinary share in Walaa to one share in SABB) 
(D3) 0.60054761764706

4.8.4 Comparison between KPIs of Walaa Insurance Company under 
Consolidated Pro-Forma Statements and Financial Statements of Walaa 
Insurance Company

The following key performance indicators (KPIs) were calculated as at December 31, 2020G as per Walaa Insurance Company 
and in accordance with the pro forma financial statements as follows:

KPI Walaa Insurance Company 
(December 31, 2020)

Pro forma consolidated 
statements 

(December 31, 2020)

Growth rate of gross premiums written (calculated based on the 
gross premiums written of Walaa Insurance Company in 2019) 21.17% 37.76%

Gross premiums written (in ‘000 SAR) 1,472,703 1,674,384

Net premiums written (in ‘000 SAR) 849,936 976,927

Net income attributable to shareholders (in ‘000 SAR) 51,123 19,821

Total assets (in ‘000 SAR) 2,880,102 3,910,930

Total equity (in ‘000 SAR) 915,234 1,262,350
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KPI Walaa Insurance Company 
(December 31, 2020)

Pro forma consolidated 
statements 

(December 31, 2020)

Retention rate

(Net premiums written / gross premiums written)
57.71% 58.34%

Loss rate

(Net claims incurred/ net premiums written)
69.97% 69.37%

Profit margin (net income attributable to shareholders/ net 
underwriting income) 24.08% 8.73%

Return on equity (net income attributable to shareholders/ total 
equity) 5.58% 1.57%

4.9 Earnings per share increase/ decrease as a result of the Merger 
Transaction

If the intended benefits of the merger (as described in Section 4.2.2 “Reasons of the Merger Transaction and its impact 
on Walaa Insurance Company” of this Circular) are realized, and if the merger is successful, then the Merger Transaction is 
expected to lead to an increase in earnings per share in the long-term. The key reasons that may contribute to increased 
earnings is that the Merging Company may be able to obtain higher turnover at more cost-saving costs upon the successful 
completion of the merger. Shareholders shall not rely on expectations of an increase in earnings per share when deciding 
to vote on merger decisions and not dependence completely on future expectations and reports. These reports should 
not be deemed to confirm that the earnings per share of Merging Company will equal or exceed the earnings per share of 
Walaa Insurance Company for the previous financial period.

The following table shows the earnings per share of both Walaa Insurance Company and SABB Takaful before the Merger 
Transaction and the per forma earnings per share after the Merger Transaction (based on the pro forma financial statements 
as if the Merger Transaction were in financial year 2020).

Walaa Insurance Company 
2020

SABB Takaful Company
2020

Consolidated Pro-Forma 
2020

Earnings per share (SAR) 0.82 (0.92) 0.24

4.10 Price of Walaa Insurance Company Shares
The following table shows the performance of Walaa Insurance Company’s shares at the end of each calendar month 
during the twelve months preceding the date of publishing the shareholders’ circular:

Date Walaa insurance company’s closing price per share (SAR)

31/07/2022G 14.14

30/06/2022G 13.08

31/05/2022G 15.80

28/04/2022G 16.60

31/03/2021G 16.82

28/02/2022G 18.10

31/01/2022G 19.70

30/12/2021G 18.98

30/11/2021G 19.64

31/10/2021G 21.10

30/09/2021G 21.48

31/08/2021G 22.28

29/07/2021G 24.68
Source: Saudi Stock Exchange 
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5 
Financial Information

5.1 Financial information and management’s discussion and analysis

5.1.1 Introduction
The following discussion and analysis of SABB’s financial position and results of its operation are based on the audited 
financial statements for the years ended December 31, 2018, December 31, 2019 and December 31, 2020, as well as the 
unaudited financial statements for the nine-month period ended September 30, 2021 and their accompanying notes 
(which are “period under analysis”, “analysis period” or “historical period”). Those statements were audited by auditors with 
SABB Takaful.

Please note that the figures shown in this section have been rounded to the nearest thousand Saudi Riyals. Unless otherwise 
stated, the figures and ratios are rounded to the nearest decimal place, so the sum of those figures may differ from the 
figures in the tables. It should also be noted that all percentages, margins, annual expenses and compound annual growth 
rates are calculated on the basis of these rounded figures.

5.1.2 Financial Statement Representations by directors of Walaa Insurance 
Company

The Board of Directors of Walaa Insurance Company has discussed and analyzed the financial position of SABB Takaful. The 
directors of Walaa Cooperative Insurance Company shall not be liable for the accuracy and completeness of the Information 
about SABB Takaful information contained in this section which relates only to SABB Takaful. The information in this 
section has been obtained from public sources (including SABB Takaful’s financial statements) as well as the information 
provided by SABB Takaful. Under the Merger Agreement, SABB Takaful is obliged to supply Walaa Insurance Company with 
all the information required to prepare the circular. Moreover, SABB Takaful provided an assurance to Walaa Insurance 
Company under the Merger Agreement (as defined in such agreements) with respect to the accuracy and completeness 
of the information (in all material respects) provided to Walaa Insurance Company during the conducting the necessary 
professional care studies as at the date of its submission and that the information provided is not misleading in all 
material respects. In accordance with the Merger Agreement, SABB Takaful confirmed that it did not deliberately conceal 
any material information from Walaa Insurance Company except for information that was withheld by Walaa Insurance 
Company during the professional care studies. This information was withheld due to its confidentiality and the contractual 
or statutory restrictions preventing its disclosure.

For the purpose of this section, Walaa Insurance Company assumed that the financial information in this section have 
been obtained from the audited financial statements of SABB Takaful without any material amendment to it and that 
the financial statements of SABB Takaful have been prepared in accordance with the International Financial Reporting 
Standards (IFRS) and amended by Saudi Central Bank (“SAMA”) for calculating zakat and taxes. For more details about the 
approved accounting framework of SABB Takaful, please see section 3.1.1 in relation of accounting policies.

Walaa Insurance Company assumed that it does not intend to make any material changes to SABB Takaful activities, and 
that any changes in its business activities will not have or may have a significant impact on the SABB Takaful’s financial 
position within 12 months before the date of this circular.

5.1.3 Accounting Policies
The accounting policies, estimates and assumptions 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 December 31, 2020 
except for the adoption of the new standards and applying amendments to existing standards, which had a non-material 
impact or had no financial impact on the condensed interim financial statements of SABB Takaful in the current period or 
previous periods, and which is expected to have a non-material impact for the future period.
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Standards in issue but not yet effective
SABB Takaful has not early adopted the following new standards that has been issued but is not yet effective for the 
accounting year of SABB Takaful beginning on January 1, 2021 and is currently evaluating their impact:

IFRS 17 “Insurance Contracts”

Overview
This standard has been published on May 2017, it establishes the principles for the recognition, measurement, presentation 
and disclosure of insurance contracts and supersedes IFRS 4 – Insurance contracts.

The new standard applies to insurance contracts issued, to all reinsurance contracts and to investment contracts with 
discretionary participating features provided the entity also issues insurance contracts. It requires to separate the following 
components from insurance contracts:

 x Embedded derivatives, if they meet certain specified criteria;

 x Distinct investment components; and

 x Any promise to transfer distinct goods or non-insurance services.

These components should be accounted for separately in accordance with the related standards (IFRS 9 and IFRS 15).

Measurement 
In contrast to the requirements in IFRS 4, which permitted insurers to continue to use the accounting policies for 
measurement purposes that existed prior to January 2005, IFRS 17 provides the following different measurement models: 

The General Measurement Model (GMM) is based on the following “building blocks”: 

A. The fulfilment cash flows (FCF), which comprises:

 - Probability-weighted estimates of future cash flows; 

 - An adjustment to reflect the time value of money (i.e. discounting) and the financial risks associated 
with those future cash flows; and 

 - A risk adjustment for non-financial risk.

B. The Contractual Service Margin (CSM). The CSM represents the unearned profit for a group of insurance 
contracts and will be recognized as the entity provides services in the future. The CSM cannot be negative at 
inception; any net negative amount of the fulfilment cash flows at inception will be recorded in profit or loss 
immediately. At the end of each subsequent reporting period the carrying amount of a group of insurance 
contracts is remeasured to be the sum of: 

 - The liability for remaining coverage, which comprises the FCF related to future services and the CSM of 
the group at that date; and

 - The liability for incurred claims, which is measured as the FCF related to past services allocated to the 
group at that date.

The CSM is adjusted subsequently for changes in cash flows related to future services but the CSM cannot be negative, so 
changes in future cash flows that are greater than the remaining CSM are recognized in profit or loss.

A report will be prepared on the impact of changes in the discount rate on profit or loss or other comprehensive income, 
depending on the accounting policies.

The Variable Fee Approach (VFA) is a mandatory model for measuring contracts with direct participation features (also 
referred to as ‘direct participating contracts’). This assessment of whether the contract meets these criteria is made at 
inception of the contract and not reassessed subsequently. For these contracts, the CSM is also adjusted for in addition to 
adjustment under general model: 

 x The entity’s share of the fair value of underlying items; and

 x The effect of the time value of money and financial risks not relating to the underlying items. 

In addition, a simplified Premium Allocation Approach (PAA) is permitted for the measurement of the liability for the 
remaining coverage if it provides a measurement that is not materially different from the general model or if the coverage 
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period for each contract in the group is one year or less. With the PAA, the liability for remaining coverage corresponds to 
premiums received at initial recognition less insurance acquisition cash flows. The general model remains applicable for 
the measurement of incurred claims. However, the entity is not required to adjust future cash flows for the time value of 
money and the effect of financial risk if those cash flows are expected to be paid/received in one year or less from the date 
the claims are incurred.

Effective date
The effective date of IFRS 17 and the deferral of the IFRS 9 temporary exemption in IFRS 4, is currently January 1, 2023 and 
It will replace IFRS No. 4 “Insurance Contracts”. Earlier application is permitted if both IFRS 15 – Revenue from Contracts 
with Customers and IFRS 9 – Financial Instruments have also been applied. SABB Takaful expects a material impact on 
measurement, insurance disclosure and reinsurance that will affect the income list and financial position list. SABB Takaful 
decided not to early apply the new standard.

Transition 
Retrospective application is required. However, if full retrospective application for a group of insurance contracts is 
impracticable, then the entity is required to choose either a modified retrospective approach or a fair value approach. 

Presentation and Disclosures 
SABB Takaful expects that the new standard will result in a change to the accounting policies for insurance contracts 
together with amendments to presentation and disclosures. 

Impact 
The Company is currently applying of IFRS 17, which requires the development and design of new business processes and 
procedures, including any system development required by IFRS 17 and detailed business needs assessment. The main 
areas being designed and the progress made by SABB so far are as follows:

Impact Area Summary of impact

Governance and control
SABB Takaful has developed a comprehensive governance programme for IFRS 17 that 
includes the establishment of a control steering committee to monitor progress in the 
implementation and determination of roles and responsibilities of various stakeholders.

Operations area

SABB Takaful is proceeding on operational aspects of the design phase that include the 
development of a comprehensive data policy and dictionary of data. SABB Takaful is also 
finalizing structural designs for various subsystems. SABB Takaful has made progress 
by evaluating business requirements and is currently working to select vendors upon 
completion of the various processes required to transition and assessment the new 
resources required.

Technical and financial area

After making the policy decisions required by IFRS 17, SABB Takaful has completed various 
policy studies involving several technical and financial matters. Policy decisions are taken 
after the necessary discussions among the different stakeholders. Currently, the majority 
of the policy studies have been approved by SABB’s Steering Committee on the IFRS 17”.

Confirmation plan In coordination with other stakeholders, SABB Takaful is working to finalise the 
confirmation plan for the transition and post-implementation period.
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SABB Takaful has undertaken a gap analysis in 2019 and the key areas of gaps are outlined below. However, these gaps 
continue to be turned out later as part of the IFRS 17 applying.

Impact Area Summary of impact

Financial impact

The difference range between the profit model and the overall financial results of SABB 
Takaful depends on several factors, such as:

The current accounting policy allows the loss contract to be offset against the profit 
contract. Separating the costly and non-costly contracts, and then separating the different 
accounting treatment of loss against the contractual service margin may lead to significant 
differences in the profits of SABB compared to the current portfolio.

Decision on a transition approach may result in differences in future profit flows.

Data impact

In terms of hosting capacities, it is necessary to develop or substantially strengthen the 
data storage capacity to store the data input from the source systems and the dedicated 
storage capacity of the results.

The standard requires retroactive application unless this is not feasible. Often, the required 
data for the transition (historical data) to make fully or modified retrospective calculations 
will be available. However, the process of identifying these historical assets is expected to 
be particularly difficult due to the manual nature of historical models and the archiving of 
data that were mainly managed in Excel.

IT systems 

The calculation procedures and data storage capacities required under IFRS 17 (for the 
general model and the variable fee approach in particular) are much more complex than 
current reporting systems. The current models are considered unlikely to be sufficient, 
in the long term, to meet the requirements of IFRS 17 and may not fulfil the governance 
requirements that will be important given the accuracy of the information required.

A contractual service margin solution will be needed as well as new models.

Process impact
New procedures are needed to support IFRS 17. These areas will include consolidation 
decisions, preliminary calculations, subsequent measurement, opening of CSM and risk 
adjustment accounts.

IFRS 9 – Financial instruments 
This standard was published on July 24, 2014G and has replaced IAS 39. The new standard addresses the following items 
related to financial instruments: 

A. Classification and measurement 
IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost, fair value through other 
comprehensive income or fair value through profit or loss. A financial asset is measured at amortized cost if both: 

 x The asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows; 
and 

 x The contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of 
principal and interest on the principal amount outstanding (“SPPI”). 

The financial asset is measured at fair value through other comprehensive income and realized gains or losses would be 
recycled through profit or loss upon sale, if both conditions are met: 

 x The asset is held within a business model whose objective is to hold assets in order to collect contractual cash flows 
and for sale; and 

 x The contractual terms of cash flows are based only on SPPI. 

Assets not meeting either of these categories are measured at fair value through profit or loss. Additionally, at initial 
recognition, an entity can use the option to designate a financial asset at fair value through profit or loss if doing so 
eliminates or significantly reduces an accounting mismatch. 

For equity instruments that are not held for trading, an entity can also make an irrevocable election to present in other 
comprehensive income subsequent changes in the fair value of the instruments (including realized gains and losses), 
dividends being recognized in statement of income. 

Additionally, for financial liabilities that are designated as at fair value through profit or loss, the amount of change in the 
fair value of the financial liability that is attributable to changes in the credit risk of that liability is recognized in other 
comprehensive income, unless the recognition of the effects of changes in the liability’s credit risk in other comprehensive 
income would create or enlarge an accounting mismatch in statement of income.
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B. Impairment 
The impairment model under IFRS 9 reflects expected credit losses, as opposed to incurred credit losses under IAS 39. 
Under the IFRS 9 approach, it is no longer necessary for a credit event to have occurred before credit losses are recognized. 
Instead, an entity always accounts for expected credit losses and changes in those expected credit losses. The amount of 
expected credit losses is updated at each reporting date to reflect changes in credit risk since initial recognition. 

C. Hedge accounting 
IFRS 9 introduces new requirements for hedge accounting that align hedge accounting more closely with Risk Management. 
The requirements establish a more principles-based approach to the general hedge accounting model. The amendments 
apply to all hedge accounting with the exception of portfolio fair value hedges of interest rate risk (commonly referred to 
as “fair value macro hedges”). For these, an entity may continue to apply the hedge accounting requirements currently in 
IAS 39. This exception was granted largely because the IASB is addressing macro hedge accounting as a separate project.

Effective date 
The published effective date of IFRS 9 was January 1, 2018G. However, amendments to IFRS 4 – Insurance Contracts: 
Applying IFRS 9 – Financial Instruments with IFRS 4 – Insurance Contracts, published on September 12, 2016, changes 
the existing IFRS 4 to allow entities issuing insurance contracts within the scope of IFRS 4 to mitigate certain effects of 
applying IFRS 9 before the IASB’s new insurance contract standard (IFRS 17 – Insurance Contracts) becomes effective. The 
amendments introduce two alternative options: 

 x Apply a temporary exemption from implementing IFRS 9 until the earlier of: 

 - The effective date of a new insurance contract standard. 

 - Annual reporting periods beginning on or after January 1, 2023G. On March 17, 2020G, the IASB 
extended the effective date of IFRS 17 and the IFRS 9 temporary exemption in IFRS 4 to January 1, 2023. 
Additional disclosures related to financial assets are required during the deferral period. This option is 
only available to entities whose activities are predominately connected with insurance and have not 
applied IFRS 9 previously

 x Adopt IFRS 9 but, for designated financial assets, remove from profit or loss the effects of some of the 
accounting mismatches that may occur before the new insurance contract standard is implemented. 
During the interim period, additional disclosures are required.

SABB Takaful has performed a detailed assessment beginning January 1, 2017: (1) The carrying amount of the SABB Takaful’s 
liabilities arising from contracts within the scope of IFRS 4 (including deposit components or embedded derivatives 
unbundled from insurance contracts) were compared to the total carrying amount of all its liabilities; and (2) the total 
carrying amount of the company’s liabilities connected with insurance were compared to the total carrying amount of 
all its liabilities. Based on these assessments, SABB Takaful determined that it is eligible for the temporary exemption. 
Consequently, the SABB Takaful has decided to defer the implementation of IFRS 9 until the effective date of the new 
insurance contracts standard. Disclosures related to financial assets required during the deferral period are included in the 
SABB Takaful’s financial statements.

Impact Assessment 
As at December 31, 2020, SABB Takaful has total financial assets and insurance related assets amounting to SAR 833.6 
million and SAR 103.4 million, respectively (as at December 31, 2019: SAR 808.27 million and SAR 60.58 million). Currently, 
the financial assets held at amortized cost consist of financial assets held until maturity, short-term deposits, cash and 
cash equivalents, legal deposit and certain other receivables amounting to SAR 420 million (as at December 31, 2019: 
SAR 424.40 million). The fair value of investments associated with the unit held in fair value through other comprehensive 
income as at December 31, 2020 amounted to SAR 406.6 million (as at December 31, 2019: SAR 376.8 million). For equity 
instruments, SABB Takaful expects to use the FVTOCI method based on the business models and the strategic nature of 
these investments. SABB Takaful also anticipates to use the “amortized cost” method for its investments in debt instruments 
based on nature and business models of SABB Takaful. According to IAS 39, investments related to units currently classified 
as available-for-sale will be carried out through FVTPL in accordance with IFRS 9. However, SABB Takaful has not conducted 
a detailed assessment to determine whether the debt instruments meet the debt principal and interest payment tests as 
required by IFRS 9. Credit risk exposure, concentration of credit risk and credit quality of these financial assets are mentioned 
in the Risk management policies. The SABB Takaful’s financial assets have low credit risk as at December 31, 2020 and 2019.
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D. Functional  and Presentation Currency 
“Saudi Riyals” is the SABB Takaful’s functional and presentation currency. These condensed interim financial statements 
have been presented in Saudi Arabian Riyals (SAR). All amounts in these financial statements have been rounded to the 
nearest Saudi Arabian Riyals thousands, except where otherwise indicated.

The significant accounting policies used in preparing these financial statements are set out below:

Revenue recognition

Recognition of ceded and commission revenue
Ceded are recorded in the statement of income based on straight line method over the insurance policy coverage. Unearned 
ceded represent the portion of ceded written relating to the coverage period applicable in the reporting date. The change 
in the provision for unearned ceded is taken to the statement of income in the same order that revenue is recognised over 
the period of risk.

For unit-linked policies related to the unit, the costs of Takaful plan holder include fees of policy management, investment 
management, termination or other contract service. Fees may be for fixed amounts or may vary depending on the amounts 
managed and will generally be charged as an adjustment to the investment balance of policyholders. The costs of the 
Takaful plan holders are recognized in the same period when the fees are charged to the holders on the income list.

Commission revenue from Re-Takaful contracts related to General Takaful and Family Takaful segments is deferred and 
amortized on the straight-line method over the period of Re-Takaful contracts.

Re-Takaful commissions include sharing profits in Re-Takaful contracts. SABB Takaful recognizes its share of profits on an 
accrual basis when amounts may be determined with reasonable accuracy.

Investment Revenues
According to the actual profit rate, Investment revenues are calculated for held-to-maturity investments and Murabaha 
deposits. 

Investment revenues include quantitative discounts relating to investments associated with the unit, which are calculated 
in accordance with the terms of the agreement with the fund manager and are accounted for on an accrual basis.

Re-Takaful
SABB Takaful assigns the Takaful risk, y, in the normal course of business, for all its departments. The Re-Takaful contracts are 
those entered into by SABB Takaful under which the company is compensated for losses arising from the Takaful contracts 
issued. The Re-Takaful arrangements do not relieve SABB Takaful from its obligations to policyholders.

The benefits to which SABB Takaful is entitled under the issued Re-Takaful contracts are recognized as Re-Takaful assets. 
These assets consist of the Re-Takaful share of paid claims and other receivables such as Re-Takaful commissions and the 
Re-Takaful share of outstanding claims that depend on the expected claims and benefits arising under the related Re-
Takaful contracts.

Recoverable amounts from or due to Re-Takaful companies are recognized in a manner similar to those relating to the 
concerned Takaful contracts and in accordance with the terms of each Re-Takaful contract.

At each reporting date, SABB Takaful conduct an audit to ensure that there is evidence that the value of Re-Takaful assets 
is impaired. If there is such evidence, SABB Takaful will formally evaluate the recoverable amount. If the carrying value of 
the Takaful asset exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable 
amount. The impairment is also recognised in income statement.

Receivables
Contributions receivable are stated at gross written contribution receivable from Takaful contracts, less an allowance for 
any uncollectible amounts. Contributions and Re-Takaful balances receivable are recognised when due and measured on 
initial recognition at the fair value of the consideration received or receivable. The carrying value of receivable is reviewed 
for impairment and whenever events or circumstances indicate that the carrying amount may not be recoverable, the 
impairment loss is recorded in the statement of income. Receivable balances are derecognised when the Company no 
longer controls the contractual rights that comprise the receivable balance, which is normally the case when the receivable 
balance is sold, or all the cash flows attributable to the balance are passed through to an independent third party. 
Receivables disclosed fall under the scope of IFRS 4 “Insurance contracts”.
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Investments
SABB Takaful’s investments are classified as available-for-sale investments and held-to-maturity investments.

The classification is based on purpose of purchasing.

Available-For-Sale Financial Assets
Available-for-sale financial assets are those non-derivative financial assets that are neither classified as held for trading 
or held to maturity or loans and receivables, nor are designated at fair value through profit or loss. Such investments are 
initially recorded at cost, being the fair value of the consideration given including transaction costs directly attributable 
to the acquisition of the investment and subsequently measured at fair value. Cumulative changes in fair value of such 
investments are recognized in other comprehensive income in the statement of comprehensive income. Realized gains 
or losses on sale of these investments are reported in the related statements of income under “Realized gain / (loss) on 
investments available-for-sale investments.”

Dividend, commission income/ deduction of commissions and foreign currency gain/loss on available-for-sale investments 
are recognized in the related statements of income or statement of comprehensive income as part of the net investment 
income / loss.

Any significant or prolonged decline in fair value of available-for-sale investments is adjusted for and reported in the related 
statement of comprehensive income, as impairment charges. 

Fair values of available-for-sale investments are based on quoted prices for marketable securities or estimated fair values. 

Financial assets available-for-sale and held are intended to cover the liabilities associated with contract-linked units of assets 
for which the investment risk is mostly borne by the Takaful policyholders. These financial assets represent investments in 
units of the Mutual Funds which it easy to market it. Changes in the fair value of insurance liabilities are charged to other 
comprehensive income to match changes in the fair value of underlying investments in other comprehensive income.

Held-To-Maturity Investments 
Investments having fixed or determinable payments and fixed maturity are classified as “held-to-maturity investments” 
when the Company has the positive intention and ability to hold to maturity. These held-to-maturity investments are initially 
recognised at fair value including direct and incremental transaction costs and subsequently measured at amortised cost, 
less provision for impairment in value, if any. Amortized cost is calculated by taking into account any discount or premium 
on acquisition using an effective yield basis. Any gain or loss on such investments is recognised in the statement of income 
when the investment is derecognised or impaired. The fair value of commission-bearing items is estimated based on 
discounted cash flows using commission for items with similar terms and risk characteristics.

De-Recognition of Financial Instruments 
The derecognition of a financial instrument takes place when SABB Takaful no longer controls the contractual rights that 
comprise the financial instrument, which is normally the case when the instrument is sold, or all the cash flows attributable 
to the instrument are passed through to an independent third party and SABB Takaful has also transferred substantially all 
risks and rewards of ownership.

Offsetting 
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position only 
when there is a currently enforceable legal right to offset the recognised amounts and when SABB Takaful have an intention 
to settle on a net basis, or to realize the assets and settle the liability simultaneously. Income and expense is not offset in the 
statement of income unless required or permitted by any accounting standard or interpretation.

Trade Date Accounting 
All regular way purchases and sales of financial assets are recognized / derecognized on the trade date (i.e. the date that 
SABB Takaful commits to purchase or sell the assets). Regular way purchases or sales are purchases or sales of financial 
assets that require settlement of assets within the time frame generally established by regulation or convention in the 
marketplace.
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Impairment of Financial Assets 
SABB Takaful assesses, at each reporting date, whether there is objective evidence that a financial asset or a group of 
financial assets is impaired. An impairment exists if one or more events that has occurred since the initial recognition of 
the asset (an incurred ‘loss event’), has an impact on the estimated future cash flows of the financial asset or the group of 
financial assets that can be reliably estimated.

Evidence of impairment may include:

 x Significant financial difficulty of the issuer or debtor; 

 x A breach of contract, such as a default or delinquency in payments; 

 x It is becoming probable that the issuer or debtor will enter bankruptcy or other financial reorganization; 

 x The disappearance of an active market for that financial asset because of financial difficulties; or

Observable data indicating that there is a measurable decrease in the estimated future cash flow from a group of financial 
assets since the initial recognition of those assets, although the decrease cannot yet be identified with the individual 
financial assets in SABB Takaful, including: 

 x Adverse changes in the payment status of issuers or debtors in the Company; or 

 x National or local economic conditions at the country of the issuers that correlate with defaults on the assets.

If there is objective evidence that an impairment loss on a financial asset exists, the impairment is determined as follows: 

 x For assets carried at fair value, impairment is the significant or prolong decline in the fair value of the financial asset. 

 x For assets carried at amortized cost, impairment is based on estimated future cash flows that are discounted at the 
original effective commission rate.

The determination of what is ‘significant’ or ‘prolonged’ requires judgement. A year of 12 months or longer is considered to 
be prolonged and a decline of 30% from original cost is considered significant as per SABB Takaful’s policy. In making this 
judgement, SABB Takaful evaluates, among other factors, the duration or extent to which the fair value of an investment is 
less than its cost.

In making an assessment of whether an investment in debt instrument is impaired, the Company considers the factors such 
as market’s assessment of creditworthiness as reflected in the bond yields, rating agencies’ assessment of creditworthiness, 
country’s ability to access the capital markets for new debt issuance and probability of debt being restructured, resulting 
in holders suffering losses through voluntary or mandatory debt forgiveness. The amount recorded for impairment is the 
cumulative loss measured as the difference between the amortised cost and the current fair value, less any impairment loss 
on that investment previously recognised in the statement of income and statement of comprehensive income.

Fixed Assets - Motor Vehicles
Motor vehicles are stated at cost less accumulated depreciation and any impairment losses, if any. Subsequent costs are 
included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that 
future economic benefits associated with the item will flow to the SABB Takaful and the cost of the item can be measured 
reliably. All other repairs and maintenance are charged to the statement of income during the financial period in which 
they are incurred. The cost is depreciated less the estimated residual value of motor vehicles on the straight-line method 
over useful lives estimated of 4 years.

The assets’ residual values and useful lives are reviewed at each reporting date and adjusted if appropriate. The carrying 
values of these assets are reviewed for impairment when event or changes in circumstances indicate that the carrying 
value may not be recoverable. If any such indication exists and where the carrying values exceed the estimated recoverable 
amount, the assets are written down to their recoverable amount. 

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are included in 
“Other operating revenue- net” in the statement of income.

Earnings Per Share (EPS)
SABB Takaful provides information on earnings per ordinary share of it. Basic earnings per share have been calculated by 
dividing the profits or losses attributable to the normal shareholders of SABB Takaful by the weighted average number of 
outstanding ordinary shares for the year.
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Cash Flow Statement 
The SABB Takaful’s main cash flows are from insurance operations which are classified as cash flow from operating activities. 
Cash flows generated from investing and financing activities are classified accordingly.

Surplus Distribution
SABB Takaful shall distributes 10% of net surplus arising from the Takaful Operations to Takaful policyholders and the 
remaining 90% to SABB Takaful shareholders in conformity with the insurance law and its implementing regulations issued 
by SAMA. Ay deficit arising from Takaful operations is transferred to entire shareholders’ operations.

Intangible Assets 
Intangible assets acquired separately are measured on initial recognition at cost. Following initial recognition, intangible 
assets are carried at cost less accumulated depreciation and any accumulated impairment losses.

Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment whenever there 
is an indication that the intangible asset may be impaired. 

The estimated useful lives for the current year are as follows: 

 x Software - 5 Years 

The amortization period and the amortization method for an intangible asset with a finite useful life are reviewed at least 
at the end of each financial year. Changes in the expected useful life or the expected pattern of consumption of future 
economic benefits embodied in the asset are considered to modify the amortization period or method, as appropriate, 
and are treated as changes in accounting estimates. The amortization expense on intangible assets with finite lives is 
recognized in the statement of income.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between the net 
disposal proceeds and the carrying amount of the asset and are recognized in the statement of income when the asset is 
derecognized.

Leases

Right-of-use assets/ lease liabilities
At initial measurement, SABB Takaful reassess at inception of a contract whether a contract is or contains a lease. A contract 
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period of time in 
exchange for consideration. Control is determined if most of the benefits will flow to SABB Takaful and SABB Takaful can 
direct the use of these assets.

Upon commencement or revaluation of the contract containing a lease element, SABB Takaful allocates the consideration 
in the contract to each lease element on the basis of its independent relative rates. However, for land and building leases 
where SABB Takaful is the lessee, it determines not to separate items not associated with the lease and accounting from 
items not associated with the lease as a single lease item.

Right-Of-Use Assets
SABB Takaful applies cost model and measures right-of-use assets at cost:

 x Less any accumulated depreciation and any accumulated impairment losses,

 x Is adjusted for any re-measurement of the lease liability resulting from lease modifications.

In general, right-of-use assets are equal to rental liabilities. However, if there are additional costs such as site processing, 
non-refundable deposits, application funds, other transaction costs, etc., they must be added to the value of the right-of-
use assets.

Right-of-use assets are subsequently depreciated on a straight-line basis from the date of commencement to the early end 
of the useful lives of the right-of-use assets or the end of the lease term. Estimated useful lives of right-of-use assets are 
determined on the same standard basis as property and equipment.
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Lease Liability
At initial recognition, the lease liability is the present value of remaining lease payments that are not paid to lessor using 
the interest rate included in such lese or incremental borrowing rate to SABB Takaful if it is impossible to determine the 
interest rate. In general, SABB Takaful uses the incremental borrowing rate as discount rate.

After the commencement of the lease, SABB Takaful measures the lease liabilities by:

 x Increasing the carrying amount to reflect interest on the lease liability;

 x Reducing the carrying amount to reflect the lease payments made; and

 x Remeasuring the carrying amount to reflect any reassessment or lease modifications. The lease liabilities are 
measured by the amortized cost using the effective interest rate method and it will be remeasured when there is a 
change in future rentals arising from a change in index or price, if there is a change in SABB Takaful’s estimate of the 
amount to be paid under the residual value guarantee, or if SABB Takaful changes its valuation if it is to exercise the 
option of purchase, addition or termination.

When the lease liability is re-measured in this way, the corresponding adjustment to the carrying value of the right-of-use 
asset is made, or recorded in the profit or loss if the carrying value of the right-of-use asset is reduced to zero.

Short-Term Leases and Leases Of Low-Value Assets
SABB Takaful has resolved not to recognize right-of-use assets and lease liabilities for short-term leases for stores with a 
lease term of 12 months or less and leases of low-value assets, including IT equipment. SABB Takaful makes lease payments 
associated with leases as expense based on straight-line method over the lease term.

Impairment of Non-Financial Assets
Assets that have an indefinite useful life – for example, land – are not subject to depreciation and are tested annually 
for impairment. Assets that are subject to depreciation are reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its recoverable amount. 
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use. For the purpose of assessing 
impairment, assets are grouped at the lowest level for which there are separately identifiable cash flows (cash-generating 
units).

End of Service Benefits (EOSB) 
SABB Takaful operates an end of service benefit plan for its employees based on the prevailing Saudi Labour Laws. Accruals 
are made at the present value of expected future payments in respect of services provided by the employees up to the end 
of the reporting year using the projected unit credit method. Consideration is given to expected future wage and salary 
levels, experience of employee departures and years of service. Expected future payments are discounted using market 
yields at the end of the reporting year of high-quality corporate bonds with terms and currencies that match, as closely 
as possible, the estimated future cash outflows. The benefit payments obligation is discharged as and when it falls due. 
Remeasurements (actuarial gains/ losses) as a result of experience adjustments and changes in actuarial assumptions are 
recognised in statement of comprehensive income.

Provisions, Accrued Expenses and Other Liabilities 
Provisions are recognised when SABB Takaful has an obligation (legal or constructive) arising from past events, and the 
costs to settle the obligation are both probable and may be measured reliably. Provisions are not recognised for future 
operating losses. Liabilities are recognised for amounts to be paid in the future for goods or services received, whether 
billed by the supplier or not.

Dividends
The dividend to SABB Takaful’s shareholders is recognised as a liability in SABB Takaful’s financial statements in the period 
when the dividend is approved by SABB Takaful’s shareholders.
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Zakat and Income Tax
SABB Takaful is governed by the regulations in force in Zakat, Tax and Customs Authority. Zakat is calculated on shares 
of Saudi shareholders in equity or net income in accordance with the grounds set out in the zakat bases. Income tax is 
calculated on the share of foreign shareholders in adjusted net income for the year. Zakat and income tax are payable 
on a quarterly basis through the income statement. Additional due amounts, if any, are accounted for under the final 
assessments when determined.

Deferred tax income
The deferred income tax is shown using the liability approach on provisional differences arising between carrying values 
of assets and liabilities for the purposes of the preparation of the financial report and amounts used for tax purposes. The 
amount of deferred tax provided is based on the anticipated method of achieving or settling carrying values of assets and 
liabilities using tax rates that were applied or shall be applied primarily at the reporting date. The deferred tax asset is only 
recognised to the extent that taxable profits are likely to be available in the future and accounts payables can be used. The 
deferred tax asset is reduced to the extent that the relevant tax benefits are not likely to be realized.

Deferred tax liabilities and assets shall not be recognised for temporary differences between carrying value and tax base for 
investments in foreign operations, as the group is able to control the timing of the reversal of temporary differences and it 
is likely that these differences will not be reversed in the near future.

Deferred tax income liabilities and assets are offset only when there is an enforceable legal right to offset between current 
tax assets and liabilities and where deferred tax balances are linked to the same tax authority. The offset is carried out 
between the current tax assets and liabilities only when the entity has an enforceable legal right to offset and there is an 
intention to settle on a net basis, or to realize the assets and settle the liability simultaneously. 

Deferred and current tax is recognised in profit or loss, except where the tax relates to items included in other comprehensive 
income or directly in equity. In this case, the tax is also recognised.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash at bank and Murabaha deposits that have original maturity of less than three 
months from the date of acquisition. Murabaha deposits are considered deposits with local banks that have original 
maturity of less than three months from the date of acquisition which are listed at amortized cost and special returns are 
calculated on the basis of the actual profit rate.

Short-term deposits
Short-term deposits represent deposits with local banks with original maturities of more than three months from the date 
of acquisition. The carrying value of short-term deposits are rounded off to the fair value at the date of the financial position 
statement.

Foreign currencies 
Transactions denominated in foreign currencies are retranslated to Saudi Riyals at the exchange rate prevailing at the date of 
the transaction. Monetary assets and liabilities balances denominated in foreign currencies are retranslated to Saudi Riyals 
at the rate of exchange prevailing at the statement of financial position date. All differences are taken to the statements of 
income and other comprehensive income. Non-monetary items that are measured in terms of historical cost in a foreign 
currency are translated using the exchange rate as at the date of the initial transaction and are not subsequently restated.

As the SABB Takaful’s foreign currency transactions are primarily in US dollars, foreign exchange gains and losses are not 
significant and have not been separately disclosed.
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Operating segments 
An operating segment is a distinguishable component of the SABB Takaful that is engaged in providing products or 
services (an operating segment), which is subject to risk and rewards that are different from those of other segments. 
The operating results of the segment are regularly reviewed by the e Chief Operating Decision Maker (CODM) in order to 
allocate resources to each segment and to assess its performance and any separate financial information available. For 
management purposes, the SABB Takaful is organized into business units based on their products and services and has the 
following major reportable segments:

1. Family Takaful Products that meet individual consumer needs by protecting financial needs of family members in 
the event of death or disability of the policyholder, as well as child education, retirement savings, family protection 
and similar products. These products meet the needs of many segments of the Saudi market.

2. Group family Takaful that provides coverage for employees and their families in the event of death and permanent 
total disability. As it is presented as a package of Group Takaful solutions, it meets the needs of groups of different 
sizes and nature and is ideal for companies or institutions.

3. General Takaful Products for Business where they provide coverage related to property, personal accidents and 
marine cargo against unexpected events. Individual general Takaful programs provide protection for individuals 
and families against bad events in relation to household property, events while travelling and personal accidents 
for the policyholder.

The performance of the segment is assessed based on profit or loss of the segment which, in some respects, is measured 
differently from profit or loss on the financial statements. Zakat and income tax are managed on the basis of SABB Takaful 
as a whole and are not distributed to individual operating segments and allocated solely to shareholder operations.

No inter-segment transactions occurred during the period. If any transaction were to occur, it shall be occurred according 
to the transfer prices on a commercial basis and under the same terms as dealing with other parties. Segment revenue, 
expense and results will then include those transfers between operating segments which will then be eliminated at the 
level of the financial statements of SABB Takaful.

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating 
decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance 
of the operating segments, has been identified as the Chief Executive Officer that makes strategic decisions.

Operating segments shall not include SABB Takaful’s shareholder operations. Income earned from investment in Murabaha 
deposits and Sukuks is the only revenue-generating activity. Direct operating expenses and indirect expenses shall be 
distributed to this segment on an appropriate basis. Takaful operations Surplus for this sector are distributed appropriately.

Since SABB Takaful conducts all of its business in Kingdom of Saudi Arabia, hence, the reporting is provided only reports in 
the business segments.

Statutory Reserve
In accordance with the SABB Takaful’s articles of association, it shall allocate 20% of its annual net income to the statutory 
reserve until it has a reserve equal to the share capital of SABB Takaful. The statutory reserve is unavailable for distribution 
among SABB Takaful shareholders until the dissolution of SABB Takaful.

Policy Maturity and Return
Return of the Takaful policy refers to that the Family Takaful policyholders for individuals terminate such policies whether 
partially or fully. The return of the Takaful policies registered according to notifications received and added to the income 
statement in the period in which the notification was provided. Benefits refer to the amount provided to the insurer at the 
end of the entitlement period for the Family Takaful contract for individuals. The return and maturity of the Takaful policies 
are calculated based on the terms of the Takaful contracts.

Fair Values
Fair values of financial assets are based on quoted prices for marketable securities or estimated fair values. The fair value 
of commission-bearing items is estimated based on discounted cash flows using commission for items with similar terms 
and risk characteristics.

For financial assets where there is no active market, fair value is determined by reference to the market value of a similar 
financial assets or where the fair values cannot be derived from active market, they are determined using a variety of 
valuation techniques. The inputs of this models are taken from observable market where possible, but where this is not 
feasible, a level of professional judgment is required in establishing fair values.
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Product classification
Takaful contracts are those contracts where SABB Takaful (the insurer) accepts significant Takaful risk from another party 
(the holders of the Takaful plans/ policies) by agreeing to compensate the Takaful policyholder if a specified uncertain 
future event (the insured incident) adversely affects the Takaful policyholder. 

If the contract classified as a Takaful contract, the contract remains so for the remainder of the contract, even if the Takaful 
risks are substantially reduced during the period unless all rights and obligations are used or terminated.

In Family Takaful segment for individual, investment contracts represent those contracts that do not transfer financial risks 
without significant Takaful risks.

Liability Adequacy Test 
At each statement of financial position date, liability adequacy tests are performed to ensure the adequacy of the Takaful 
contracts liabilities net of related deferred policy acquisition costs. In performing these tests, the current best estimates 
of future contractual cash flows, administration expenses and claims handling are used. Any deficiency in the carrying 
amounts is immediately charged to the statement of income by establishing a provision for losses arising from liability 
adequacy tests accordingly.

Deferred Policy Acquisition Costs 
Commissions and other costs directly related to the acquisition and renewal of Takaful contracts are deferred and amortized 
over the terms of the Takaful contracts to which they relate, similar to Takaful premiums earned. All other acquisition costs 
are recognized as an expense when incurred. Amortization is recorded in the “Policy acquisition costs” in the statement of 
income. 

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

The deferred policy acquisition costs are considered in the adequacy test of liabilities at each reporting date following 
the assessment of useful life of deferred policy acquisition costs and whether the impairment is required. Expected useful 
lives are assessed or whether any impairment of policies is needed at each reporting date or more frequently in the event 
of circumstances requiring assessment. If the assumptions relating to future profitability of these policies are not realized, 
the amortization of these costs could be accelerated, and this may also require additional impairment write-offs in the 
statement of income. 

Claims
Claims consist of amounts payable to Takaful policyholders and third parties and related loss adjustment expenses, net 
of other recoveries. Gross outstanding claims comprise the gross estimated cost of claims incurred but not settled at the 
statement of financial position date together with related claims handling costs, whether reported by the insurer or not. 
Provisions for reported claims not paid as of the statement of financial position date are made on the basis of individual 
case estimates. In addition of group family products and general Takaful products, a provision based on management’s 
judgment and the SABB Takaful’s prior experience is maintained for the cost of settling claims incurred but not reported 
including related claims handling costs at the statement of financial position date. 

The outstanding claims are shown on a gross basis and the related share of the re-Takaful is shown separately. Further, the 
SABB Takaful does not discount its liability for unpaid claims as substantially all claims are expected to be paid within one 
year of the statement of financial position date.

Takaful Activities Reserve
Takaful contracts are defined as those involving significant insurance risks in one case only, namely, that an insured incident 
may result in the insurer making substantial additional payments in any scenario except scenarios that lack commercial 
content, at the commencement of the contract. Such contracts remain insurance contracts until all rights and obligations 
are cancelled or terminated. Any contracts that are not considered insurance contracts in accordance with international 
financial report standards are classified as investment contracts.

This reserve is related to family Takaful contracts for individuals, who get human life insurance, such as death over a long 
period of time. Takaful premiums are directly recognized as liabilities. Such liabilities are increased or reduced by the 
change in unit prices as in the case of unit-related contracts and reduced by the costs of the Takaful plan holders or the 
revaluation of the Takaful plan. At the date of each report, this reserve is calculated on the basis of the actuarial valuation 
method by an independent actuarial expert using the Fund’s current rate module.
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For unit-linked insurance policies, the liability is equivalent to key investments. The investment components of these 
insurance contracts are designated as financial assets available for sale held to cover unit-linked liabilities. Changes in 
the fair value of insurance liabilities are charged to other comprehensive income to match changes in the fair value of 
underlying investments in other comprehensive income.

Applicable Risk Reserve
At each statement of financial position date, the applicable risk reserve is calculated when the unearned ceded to all takaful 
contracts is not sufficient (based on actual experience) to meet the projected cost of future claims.

Non-Unit-Linked Items Reserve
A reserve for non-unit-linked items is calculated based on the present value of assumed future expenses and claims less the 
present value of estimated future revenue arising from fees on all family Takaful policies for individual. The present value is 
calculated using prudent assumptions (margins added on the best estimates).

5.2 Outcomes of SABB Takaful’s operations

5.2.1 SABB Takaful’s Income statement
Table No. (5.1): The Comprehensive Income Statement for the fiscal years ended on December 31, 2018G, 2019G and 
2020G and the nine-month period ended on September 30, 2020G and 2021G:
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Revenues

Gross Underwritten Insurance Premiums

Family Takaful 119,544 128,502 152,601 7.5% 18.8% 13.0% 111,167 116,871 5.1%

General Takaful 20,422 26,651 49,080 30.5% 84.2% 55.0% 26,527 28,974 9.2%

Total 139,966 155,153 201,681 10.9% 30.0% 20.0% 137,694 145,845 5.9%

Ceded Retakaful Premiums

Ceded Local 
Retakaful 
Premiums

(9,201) (7,999) (14,122) (13.1%) 76.5% 23.9% (6,123) (19,010) 210.5%

Ceded Foreign 
Retakaful 
Premiums

(33,210) (50,678) (77,364) 52.6% 52.7% 52.6% (52,300) (37,145) (29.0%)

takaful 
policyholders’ 
fees

15,002 16,174 16,796 7.8% 3.8% 5.8% 12,501 14,027 12.2%

Net 
Underwritten 
Insurance 
Premiums

112,558 112,650 126,991 0.1% 12.7% 6.2% 91,772 103,717 13.0%

Change in 
Unearned 
Takaful 
Premiums

4,824 (6,138) (18,580) (227.2%) 202.7% NA (1,512) 12,403 (920.3%)
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Change in 
Retakaful 
(Retrocession) 
ceded of 
unearned 
premiums

(3,833) 3,977 14,582 (203.8%) 266.7% NA 2,471 (9,238) (473.9%)

Net Earned 
Takaful 
Premiums

113,549 110,489 122,993 (2.7%) 11.3% 4.1% 92,731 106,882 15.3%

Fees and 
commissions 
income

5,836 5,088 5,352 (12.8%) 5.2% (4.2%) 3,848 6,751 75.4%

Income 
from other 
underwriting 
types

- - 2,190 NA NA NA 1,999 111 (94.4%)

Total revenues 119,385 115,577 130,535 (3.2%) 12.9% 4.6% 98,578 113,744 15.4%

Underwriting costs and expenses

Total Paid 
Claims (45,338) (39,239) (47,053) (13.5%) 19.9% 1.9% (23,579) (67,024) 184.3%

Retakaful 
(Retrocession) 
ceded of paid 
claims

34,888 31,181 38,010 (10.6%) 21.9% 4.4% 18,502 52,939 186.1%

Reinstatement 
and maturity of 
the policies

(95,954) (81,688) (67,140) (14.9%) (17.8%) (16.4%) (51,775) (57,986) 12.0%

Net paid claims 
and other 
benefits

(106,404) (89,746) (76,183) (15.7%) 15.1% (15.4%) (56,852) (72,071) 26.8%

Changes in net 
outstanding 
claims

2,933 682 (3,924) (76.7%) (675.4%) NA (5,285) 2,905 (155.0%) 

Changes in the 
net unreported 
incurred claims 

1,058 (1,872) (450) (276.9%) (76.0%) NA (1,423) (5,808) 308.2%

Net incurred 
claims and 
other benefits

(102,413) (90,936) (80,557) (11.2%) (11.4%) (11.3%) (63,560) (74,974) 18.0%

Change 
in Takaful 
Activities 
Reserve

17,983 4,610 (16,378) (74.4%) (455.3%) NA (12,291) (11,831) (3.7%)

Changes in 
the non-unit 
reserve 

(1,268) (891) (1,137) (29.7%) 27.6% (5.3%) 15 7,040 46.833.3%

Changes in the 
unexpired risks 
reserve

2,541 (2,898) (2,947) (214.0%) 1.7% NA 1,026 6,086 493.2%
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The costs of 
underwriting 
insurance 
policies

(3,552) (5,630) (14,863) 58.5% 164.0% 104.6% (10,802) (13,128) 21.5%

Total 
Underwriting 
costs and 
expenses

(86,709) (95,745) (115,882) 10.4% 21.0% 15.6% (85,612) (86,807) 1.4%

Net 
underwriting 
income

32,676 19,832 14,653 (39.3%) (26.1%) (33.0%) 12,966 26,937 107.8%

(Expenses)/ Income of other operations 

General and 
administrative 
expenses

(42,767) (50,686) (49,735) 18.5% (1.9%) 7.8% (36,770) (26,319) (28.4%)

Discounts 
income 1,598 1,524 1,425 (4.6%) (6.5%) (5.6%) 990 1,202 21.4%

Deposits 
Income 5,312 6,440 2,911 21.2% 54.8% (26.0%) 2,199 1,958 (11.0%)

Sukuk Income 4,237 3,792 3,983 (10.5%) 5.0% (3.0%) 2,968 3,109 4.8%

Dividends 0 0 225 NA NA NA 155 211 36.1%

Total other 
net operating 
expenses

(31,620) (38,930) (41,191) 23.1% 5.8% 14.1% (30,458) (19,839) (34.9%)

Net income/ 
(loss) during 
the period 
before the 
distribution of 
the dividends 
and before 
the deduction 
of zakat and 
income tax

1,056 (19,098) (26,538) (1908.5%) 39.0% NA (17,492) 7,098 (140.6%)

Net income 
during the 
period of 
Takaful 
operations

0 0 0 NA NA NA - (596) NA

Net income/ 
(loss) during 
the period 
attributable to 
shareholders 
before the 
deduction 
of zakat and 
income tax

1,056 (19,098) (26,538) (1908.5%) 39.0% NA (17,492) 6,502 (137.2%)

Zakat and tax 
during this 
period

(6,034) (5,702) (4,764) (5.5%) (16.5%) (11.1%) (3,804) (4,446) 16.9%
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Net income/ 
(loss) during 
the period 
attributable to 
shareholders 
after the 
deduction 
of zakat and 
income tax

(4,978) (24,800) (31,302) 398% 26% 150.8% (21,296) 2,056 (109.7%)

Items that shall be reclassified in the income statement during subsequent periods

Changes in 
the fair value 
of available-
for-sale 
investments - 
(unrealized)

4,064 45,503 30,220 1019.7% (33.6%) 172.7% 10,019 (49,950) (598.6%)

Changes in the 
fair value of the 
takaful activities 
reserve - 
(unrealized)

(4,064) (45,503) (30,220) 1019.7% (33.6%) 172.7% (10,019) 49,950 (598.6%)

Fair value 
reserve for the 
investments in 
available-for-
sale equity 

- 649 (50) NA (107.7%) NA 130 199 53.1%

Items that shall not be reclassified in the income statement during subsequent periods

Revaluation of 
the retirement 
gratuity 
liabilities

(38) (610) (395) 1505.3% (35.2%) 222.4% (275) 508 (284.7%)

Total 
comprehensive 
loss during the 
year

(5,016) (24,761) (31,747) 393.6% 28.2% 151.6% (21,441) 2,763 (112.9%)

Source: SABB Takaful’s financial statements
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Table No. (5.2): Key Performance Indicators for the fiscal years ended on December 31, 2018G, 2019G and 2020G and 
the nine-month period ended on September 30, 2020G and 2021G:

Thousand 
Saudi riyal

Fiscal 
Year

2018G
(Audited)

Fiscal 
Year

2019G
(Audited)

Fiscal 
Year

2020G
(Audited)

Annual 
Percentage

change 
2018G 
-2019G

Annual
change 

percentage 
during 

2019G - 
2020G

Compound 
annual
growth 

rate
2018G - 
2020G

During the 
nine-month 

period 
ended on 

September 
30, 2020G

(Unaudited)

During the 
nine-month 

period 
ended on 

September 
30, 2021G

(Unaudited)

Change 
Percentage

during 
the period 

2020G 
-2021G

Allocation 
percentage 30.3% 37.8% 45.4% 7.5 7.5 15.1 42.4% 38.5% (3.9)

Insurance 
premium 
fees as a 
percentage 
of Individual 
family takaful

19.2% 21.0% 20.1% 1.7 (0.9) 0.9 19.5% 20.1% 0.6

Net loss rate 72.6% 82.8% 88.8% 10.2 5.9 16.1 86.8% 76.3% (10.5)

Commission 
Cost 
Percentage 

2.5% 3.8% 8.1% 1.3 4.3 5.7 7.9% 8.3% 0.4

Commission 
Income 
Percentage 

12.6% 9.3% 7.0% (3.3) (2.3) (5.7) 6.9% 10.3% 3.4

Net Income 
or (Loss) 
Margin 

(3.6%) (16.0%) (15.5%) (12.4) 0.5 (12.0) (15.5%) 1.4% 16.9

Percentage 
of the takaful 
premiums

Percentage 
point

Percentage 
point

Takaful 
premiums of 
the relevant 
parties 

28.2% 36.7% 36.6% 8.5 (0.1) 4 36.3% 30.3% (6.0)

Takaful 
premiums 
insured 
through SIAL 
(a relevant 
agent)

67.4% 59.6% 51.2% (7.8) (8.4) (16.2) 57,7% 59,6% 1.9

Source: Management information and financial statements of SABB Takaful

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

Family Takaful
Family Takaful provides life insurance to corporate groups that are primarily insured through bank insurance products 
(the protection and credit provided to the corporate group) in partnership with the Saudi British Bank (SABB). In addition, 
family takaful includes protection and savings products offered to individuals, which mainly include long-term investment 
plans within the framework of unit-linked funds managed by HSBC Saudi Arabia “HSBC” (a relevant party). All family takaful 
business offered to individuals, is insured through SIAL (a relevant party’s agent). Family Takaful increased by 7.5% from 
119.5 million Saudi riyals during the fiscal year 2018G to 128.5 million Saudi riyals during the 2019G as a result of the 
growth in the creditors’ premiums of the group (B) amounting to 11.1 million Saudi riyals, of which 10.3 million Saudi 
riyals was related to the Saudi British Bank (SABB) and relevant parties. Family takaful increased by 18.8% until it reached 
152.6 million Saudi riyals during the fiscal year 2020G, due to the investment takaful plan, which is linked to the overall 
performance of the market. This was also coupled with an increase in group takaful premiums with a value of 17.7 million 
Saudi riyals, of which 15.5 million Saudi riyals were related to SABB and relevant parties.

Family Takaful increased by 5.1% from111.2 million Saudi riyals during the nine-month period ended on September 30, 
2020G to 116.9 million Saudi riyals during the nine-month period ended on September 30, 2021G as a result of another 
increase in the single investment takaful plan amounting to 5.7 million Saudi riyals according to the improvement in the 
overall market performance.



80

General Takaful
General Takaful relates to property insurance, marine insurance and other products. General Takaful increased by 30.5% 
from 20.4 million Saudi riyals during the fiscal year 2018G to 26.7 million Saudi riyals during the fiscal year 2019G, due to 
“Comprehensive Banking Coverage Insurance” underwritten to SABB and HSBC Saudi Arabia with a value of 7.3 million 
Saudi riyals. General Takaful increased by 84.2% until it reached 49.1 million Saudi riyals during the fiscal year 2020G, due 
to the insured business through new channel intermediaries (Marsh and Fenchurch Faris).

General Takaful increased by 9.2% from 26.5 million Saudi riyals during the nine-month period ended on September 30, 
2020G to 29.0 million Saudi riyals during the nine-month period ended on September 30, 2021G due to SABB Takaful’s 
increased credit on intermediate channel related to foreign entities and SIAL (a relevant agent).

Ceded Local Retakaful Premiums
The ceded local Retakaful premiums relate to the local companies’ share of the underwritten contributions ceded under 
the voluntary Retakaful arrangements and covenants. The overall cession percentage is due to SABB Takaful’s risk cession 
policy in each of the three business lines. The ceded local Retakaful premiums decreased by 13.1% from 9.2 million Saudi 
riyals during the fiscal year 2018G to 8.0 million Saudi riyals during the fiscal year 2019G due to a decrease in the retention 
rate of marine insurance premiums, which led to an increase in the Retakaful percentage of general takaful, as it was 
coupled with an increase in the allocation of SABB premiums underwritten through “Marsh”.

The ceded Local Retakaful Premiums increased by 76.5% until they reached 14.1 million Saudi riyals during the fiscal year 
2020G driven by growth in new business acquired through third party’s intermediaries related to the general takaful 
business line, in addition to the impact of group family takaful premiums of the Saudi British Bank (SABB) all year round.

The ceded Local Retakaful Premiums increased by 210.5% from 6.1 million Saudi riyals during the nine-month period 
ended on September 30, 2020G to 19.0 million Saudi riyals during the nine-month period ended on September 30, 
2021G pursuant to Retakaful contracts concluded with local insurance companies such as Walaa Insurance Company that 
contributed to an increase of 8.4 million Saudi riyals during the ceded Local Retakaful Premiums.

Ceded Foreign Retakaful Premiums
The ceded foreign Retakaful premiums relate to the foreign companies’ share of the underwritten contributions ceded 
under the voluntary Retakaful arrangements and covenants. The overall cession percentage is due to SABB Takaful’s risk 
cession policy in each of the three business lines. The ceded Retakaful premiums increased by 52.7% from 33.2 million 
Saudi riyals during the fiscal year 2018G to 50.7 million Saudi riyals during the fiscal year 2019G due to a decrease in the 
retention rate of marine insurance premiums, which led to an increase in the Retakaful percentage of general takaful, as it 
was coupled with an increase in the allocation of SABB premiums underwritten through “Marsh”.

The ceded Retakaful Premiums increased by 52.7% until they reached 77.4 million Saudi riyals during the fiscal year 2020G 
driven by growth in new business acquired through third-party’s intermediaries related to the general takaful business line, 
in addition to the impact of group family takaful premiums of the Saudi British Bank (SABB) all year round.

The ceded Retakaful premiums decreased by 29.0% from 52.3 million Saudi riyals during the nine-month period ended on 
September 30, 2020G to 37.1 million Saudi riyals during the nine-month period ended on September 30, 2021G due to SABB 
Takaful’s tendency to expand Retakaful programs with local companies in compliance with the regulatory requirements.

Takaful policyholders’ fees
Takaful policyholders’ fees include various fees (such as acquisition fees, mortality fees, subscription administrative fees, 
etc.) which are deducted from family takaful investment funds offered to individuals in accordance with many various 
fees. The takaful policyholders’ fees are the main factor for the profitability of SABB Takaful on Long-term savings products, 
which constitute 20% of the total underwritten insurance premiums (on Takaful policies) during the period. The takaful 
policyholders’ fees increased by 7.8% from 15.0 million Saudi riyals during the fiscal year 2018G to 16.2 million Saudi riyals 
during the 2019G, driven by the increase in acquisition fees, and continued to increase until they reached 16.8 million Saudi 
riyals during 2020G in line with the increase in acquisition fees.

The takaful policyholders’ fees increased by 12.2% from 12.5 million Saudi riyals during the nine-month period ended on 
September 30, 2020G, to 14.0 million Saudi riyals during the nine-month period ended on September 30, 2021G, in line 
with the growth in Individual family takaful during this period.
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Change in Unearned Takaful Premiums
The change in unearned takaful premiums relates to general takaful and group family takaful products. The change in 
unearned takaful premiums decreased by 227.2% from 4.8 million Saudi riyals during the fiscal year 2018G to a negative 
balance of 6.1 million Saudi riyals during the 2019G and continued to decline to a negative balance of 18.5 million Saudi 
riyals during the 2020G. The change in unearned takaful premiums increased by 920.3% from a negative balance of 1.5 
million Saudi riyals during the nine-month period ended on September 30, 2020G, to 12.4 million Saudi riyals during the 
nine-month period ended on September 30, 2021G. The change between fiscal periods is directly related to the issuance 
of insurance policies.

Change in Retakaful (Retrocession) ceded of unearned premiums
The change in Retakaful (Retrocession) ceded of unearned premiums relates to general takaful and group family takaful 
products. The change in Retakaful (Retrocession) ceded of unearned premiums increased by 203.8% from a negative 
balance of 3.8 million Saudi riyals during the fiscal year 2018G to 4.0 million Saudi riyals during the fiscal year 2019G 
and continued to increase until it reached 14.6 million Saudi riyals during the fiscal year 2020G. The change in Retakaful 
(Retrocession) ceded of unearned premiums decreased by 473.9% from 2.5 million Saudi riyals during the nine-month 
period ended on September 30, 2020G, to negative balance 9.2 million Saudi riyals during the nine-month period ended 
on September 30, 2021G. The change between fiscal periods is directly related to the issuance of insurance policies.

Fees and commissions income
Fees and commissions income relates to commission received from reinsurers. Fees and commissions income decreased 
by 12.8% from 5.8 million Saudi riyals during the fiscal year 2018G to 5.1 million Saudi riyals during the fiscal year 2019G 
due to the change in the Retakaful arrangements to voluntary Retakaful, which led to a decrease in commission income. 
Fees and commissions income increased by 5.2% until they reached 5.4 million Saudi riyals during the fiscal year 2020, in 
line with the growth in the gross underwritten insurance premiums related to general takaful during this period. Fees and 
commissions income increased by 75.4% from 3.8 million Saudi riyals during the nine-month period ended on September 
30, 2020G to 6.8 million Saudi riyals during the nine-month period ended on September 30, 2021G due to the growth in 
gross underwritten insurance premiums related to general takaful, in addition to the shift towards Retakaful covenants.

Income from other underwriting types
Income from other underwriting types relates to SABB Takaful’s share in the agreement of the cooperative insurance 
company that operates the compulsory Umrah product referred to as the “joint Umrah arrangement”. SABB Takaful 
agreement in fiscal year 2020G with 26 other insurance companies. The income from other underwriting types amounted 
to 2.1 million Saudi riyals during the fiscal year 2020G, and decreased by 94.4% from 2.0 million Saudi riyals during the 
nine-month period ended on September 30, 2020G to 111 thousand Saudi riyals during the nine-month period ended on 
September 30, 2021G due to travel restrictions imposed because of the emerging coronavirus pandemic.

Total Paid Claims
Total paid claims decreased by 13.5% from 45.3 million Saudi riyals during the fiscal year 2018G to 39.2 million Saudi riyals 
during the 2019G due to a decrease in family insurance claims (group life insurance) amounting to 10.9 million Saudi riyals, 
related to heart attacks and road accidents. Total paid claims increased by 20.0% until they reached 47.1 million Saudi 
riyals during the fiscal year 2020G as a result of the increase in family takaful claims by 16.0 million Saudi riyals, offset by a 
decrease in general takaful by 8.1 million Saudi riyals. Total paid claims increased by 184.3% from 23.6 million Saudi riyals 
during the nine-month period ended on September 30, 2020G to 67.0 million Saudi riyals during the nine-month period 
ended on September 30, 2021G due to the increase in deaths related to the family takaful sector, with a value of 38.5 million 
Saudi riyals, in addition to an increase of 2.8 million Saudi riyals due to a fire accident that occurred in the fiscal year 2021G 
related to general takaful.

Retakaful (Retrocession) ceded of paid claims
The Retakaful (Retrocession) ceded of paid claims decreased by 10.6% from 34.9 million Saudi riyals during the fiscal year 
2018G to 31.1 million Saudi riyals during the fiscal year 2019G and increased until they reached 38.0 million Saudi riyals 
during the fiscal year 2020G. The Retakaful (Retrocession) ceded of paid claims increased by 186.1% from 18.5 million Saudi 
riyals during the nine-month period ended on September 30, 2020G, to 52.9 million Saudi riyals during the nine-month 
period ended on September 30, 2021G. Changes in the Retakaful (Retrocession) ceded of paid claims conform to the total 
claims paid up to the Retakaful (Retrocession) ceded limit in group family takaful and general takaful.
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Reinstatement and maturity of the policies
The reinstatement and maturity of the policies relate exclusively to family takaful products offered to individuals, and 
primarily paid either by the policyholder’s cession or by completing the subscription maturity cycle. The reinstatement 
and maturity of the policies, in addition to the premiums of Individual family takaful, are offset by the change in the takaful 
activities reserve, and therefore they do not have any impact on profitability. The reinstatement and maturity of the policies 
decreased by 14.9% from 96.0 million Saudi riyals during the fiscal year 2018G to 81.7 million Saudi riyals during the fiscal 
year 2019G. They continued to decline by 17.8% until they reached 67.1 million Saudi riyals during the fiscal year 2020G. 
The reinstatement and maturity of the policies increased by 12.0% from 51.8 million Saudi riyals during the nine-month 
period ended on September 30, 2020G, to 58.0 million Saudi riyals during the nine-month period ended on September 30, 
2021G.

Changes in net outstanding claims
Changes in net outstanding claims decreased by 76.7% from 2.9 million Saudi riyals during the fiscal year 2018G to 682 
thousand Saudi riyals during 2019G due to the decrease in the outstanding general takaful claims. Changes in the net 
outstanding claims, decreased by 675.4% until they reached a negative balance of 4.0 million Saudi riyals during the fiscal 
year 2020G due to the increase in the outstanding claims for Group family takaful. Changes in the net outstanding claims, 
increased by 155.0% from a negative balance of 5.3 million Saudi riyals during the nine-month period ended on September 
30, 2020G, to 2.9 million Saudi riyals during the nine-month period ended on September 30, 2021G and mainly related to 
general takaful due to the fire accident occurred in Olayan Food Services Co.

Changes in the net unreported incurred claims
Changes in the net unreported incurred claims relate to the provision of unreported incurred claims, which is an estimate 
of claims that occurred during the reporting period but are expected to be reported later. Changes in the net unreported 
incurred claims decreased by 276.9% from 1.1 million Saudi riyals during the fiscal year 2018G to a negative balance of 1.9 
million Saudi riyals during the fiscal year 2019G. They continued to decline by 76.0% until they reached a negative balance 
of 450 thousand Saudi riyals during the fiscal year 2020. The changes in the net unreported incurred claims increased by 
308.2% from a negative balance of 1.4 million Saudi riyals during the nine-month period ended on September 30, 2020G, 
to a negative balance of 5.8 million Saudi riyals during the nine-month period ended on September 30, 2021G. Calculations 
shall be made as recommended by SABB Takaful’s actuary.

Change in Takaful Activities Reserve
The changes in the Takaful activities reserve relate to the long-term savings products offered to individuals, and the changes 
emerge from reversing the gross underwritten insurance premiums, and the reinstatement and maturity of the policies as 
these elements has no impact on the profitability of SABB Takaful. The changes in the Takaful activities reserve decreased 
by 74.4% from 18.0 million Saudi riyals during the fiscal year 2018G to 4.6 million Saudi riyals during the fiscal year 2019G. 
They continued to decline by 455.3% until they reached a negative balance of 16.4 million Saudi riyals during the fiscal year 
2020G. The change in the takaful activities reserve decreased by 3.7% from a negative balance of 12.3 million Saudi riyals 
during the nine-month period ended on September 30, 2020, to a negative balance of 11.8 million 

Saudi riyals during the nine-month period ended on September 30, 2021G.

Changes in the non-unit reserves
Changes in the non-unit reserve relate only to the individual family takaful business and is calculated in accordance with 
the present value of assumed future expenditures minus the present value of future income generated by fees on all family 
insurance policies offered to individuals. The changes in the Takaful activities reserve decreased by 29.7% from 1.3 million 
Saudi riyals during the fiscal year 2018G to 891 thousand Saudi riyals during the fiscal year 2019G, and increased by 27.6% 
to 1.1 million Saudi riyals during the financial year 2020G due to the lack of clarity in the current economic environment 
because of the COVID-19 pandemic. Changes in the non-unit reserve increased by 46.8333% from 15,000 Saudi riyals during 
the nine-month period ended on September 30, 2020G to 7.0 million Saudi riyals during the nine-month period ended on 
September 30, 2021G due to the decrease in the inflation rate assumed by the actuary from 6% annually to 4% annually in 
addition to the reversal of the contingency reserve at amount of 1.5 million Saudi riyals because of COVID-19 pandemic.
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Changes in the unexpired risks reserve
Changes in the unexpired risks reserve are calculated when the unearned premiums in all takaful contracts are not sufficient 
to match the expected cost of future claims. Changes in the unexpired risks reserve decreased by 214.0% from 2.5 million 
Saudi riyals during the fiscal year 2018G to 2.9 million Saudi riyals during the fiscal year 2019G due to the increase in 
unearned insurance premiums related to the credit group. Changes in the unexpired risks reserve increased by 1.7 until 
they reached 2.9 million Saudi riyals during the fiscal year 2020G in line with the increase in unearned insurance premiums 
related to Group family takaful. Changes in the unexpired risks reserve increased by 493.2% from 1.0 million Saudi riyals 
during the nine-month period ended on September 30, 2020G to 6.1 million Saudi riyals during the nine-month period 
ended on September 30, 2021G due to the decrease in general and administrative costs and a decrease in the balance of 
unearned takaful premiums on 30 September 2021G compared to December 31, 2020G.

The costs of underwriting insurance policies 
The costs of underwriting insurance policies increased by 58.5% from 3.6 million Saudi riyals during the fiscal year 2018G 
to 5.6 million Saudi riyals during the 2019G due to appointing SABB Takaful as an intermediary for group family takaful 
premiums related to the relevant parties starting from the second half of the fiscal year 2019G. The costs of underwriting 
insurance policies increased by 164.0% until they reached 14.8 million Saudi riyals during the fiscal year 2020G due to 
the impact of appointing SABB Takaful all year round as an intermediary for group family takaful premiums related to the 
relevant party’s policies with a maximum commission of 15.0%. The costs of underwriting insurance policies continued to 
rise by 21.5 % from 10.8 million Saudi riyals during the nine-month period ended on September 30, 2020G, to 13.1 million 
Saudi riyals during the nine-month period ended on September 30, 2021G. It is worth noting that the appointment of 
the intermediary is due to the merger of the Saudi British Bank (SABB) and Alawwal Bank, which owns shares in Wataniya 
Insurance Co. It was agreed to appoint an intermediary to ensure that the policy was granted without any preferential rates.

General and administrative expenses
General and administrative expenses increased by 18.5% from 42.8 million Saudi riyals during the fiscal year 2018G to 
50.7 million Saudi riyals during the fiscal year 2019G, driven by an increase in staff costs, board of directors’ fees and their 
remuneration amounting to 5.6 million Saudi riyals. General and administrative expenses decreased by 1.9% until they 
reached 49.7 million Saudi riyals during the fiscal year 2020, due to the decrease in legal and professional fees as a result of 
the release of the due amounts related to the advisory services of IFRS 17. General and administrative expenses decreased 
by 28.4% from 36.8 million Saudi riyals during the nine-month period ended on September 30, 2020G to 26.3 million Saudi 
riyals during the nine-month period ended on September 30, 2021G due to the decrease in staff costs coupled with the 
continuous decline in legal and professional fees.

Discounts income
The discounts income is paid to SABB Takaful by HSBC Saudi Arabia according to the Investment Services Agreement under 
which SABB Takaful is entitled to receive a monthly fee from HSBC Saudi Arabia on investments made in Islamic mutual 
funds (for the savings of single policyholders’ premium. The discounts income decreased by 14.6% from 1.6 million Saudi 
riyals during the fiscal year 2018G to 1.5 million Saudi riyals during the fiscal year 2019G, and continued to decline by 6.5% 
until it reached 1.4 million Saudi riyals during the fiscal year 2020G. The discounts income increased by 21.4% from 990 
thousand Saudi riyals during the nine-month period ended on September 30, 2020G to 1.2 million Saudi riyals during the 
nine-month period ended on September 30, 2021G. 

The fund Management fees are calculated according to the net asset value of the units held in the fund on each valuation 
day held by the client as follows:

 x HSBC Multi Assets Defensive Fund: 0.35% as fund Management fees

 x HSBC Multi Assets Balanced Fund: 0.42% as fund Management fees

 x HSBC Multi Assets Growth Fund: 0.45% as fund Management fees

 x HSBC Saudi Riyal Trading Fund: 0.10% as fund Management fees
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Deposits Income
The deposits income relates mainly to term deposits and cash. The deposits income increased by 21.2% from 5.3 million 
Saudi riyals during the fiscal year 2018G to 6.4 million Saudi riyals during the fiscal year 2019G in line with the increase in 
the average Murabaha rate from 2.4% to 3.3%. The deposits income decreased by 54.8% until it reached 3.0 million Saudi 
riyals during the fiscal year 2020G due to the reduction in murabaha deposits and murabaha rates to 1.7%. The deposits 
income decreased by 11.0% from 2.2 million Saudi riyals during the nine-month period ended on September 30, 2020G 
to 2.0 million Saudi riyals during the nine-month period ended on September 30, 2021G in line with the reduction in 
Murabaha balances and short-term deposits.

Sukuk Income 
The income from sukuk relates to assets held to maturity (mainly the sukuk issued by General Authority of Civil Aviation, 
Ministry of Finance and Bank Albilad, etc.). The income from sukuk decreased by 10.5% from 4.2 million Saudi riyals during 
the fiscal year 2018G to 3.8 million Saudi riyals during the fiscal year 2019G. The income from Sukuk increased by 5.0% until 
it reached 4.0 million Saudi riyals during the fiscal year 2020G. It increased by 4.8% from 3.0 million Saudi riyals during the 
nine-month period ended on September 30, 2020G, to 3.1 million Saudi riyals during the nine-month period ended on 
September 30, 2021G. The volatility of sukuk income is in line with the amount of deposits and their maturity during the 
year and reinvestment in new sukuk.

Dividends
The dividends are related to SABB Takaful’s investment in Aramco shares. The dividends value reached 255 thousand Saudi 
riyals during the fiscal year 2020G, 155 thousand Saudi riyals during the nine-month period ended on September 30, 
2020G, and 211 thousand Saudi riyals during the nine-month period ended on September 30, 2021G.

Net income during the period of Takaful operations
The net income during the period of takaful operations reached a surplus of 596 thousand Saudi riyals, as well as the 
surplus gained during the nine-month period ended on September 30, 2021G, is also attributed to takaful operations, 
while SABB Takaful did not record any surplus during 2018G, 2019G and 2020G.

Zakat and Tax during this period
Zakat and tax during this period decreased by 6.0% from 6.0 million Saudi riyals during the fiscal year 2018G to 5.7 million 
Saudi riyals during the 2019G and continued to increase by 16.0% until they reached 4.8 million Saudi riyals during the 
2020G mainly due to the increase in costs of underwriting policies, in addition to increasing the unexpired risks reserve. 
Zakat and tax during this period increased by 16.9% from 3.8 million Saudi riyals during the nine-month period ended on 
September 30, 2020G to 4.4 million Saudi riyals during the nine-month period ended on September 30, 2021G due to the 
improvement of the financial outcomes during this period.
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5.2.2 SABB Takaful’s sectoral information

Sectoral information for the fiscal year 2018G

Thousand Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful

General 
Takaful

Fiscal Year
2018G

(Audited)

Total takaful underwritten 
contributions - 77,971 41,573 20,422 139,966

Net takaful underwritten contributions - 91,986 16,333 4,239 112,558

Net Earned Takaful Contributions - 91,986 16,417 5,146 113,549

Fees and commissions revenues - 78 266 5,492 5,836

Total revenue - 92,064 16,683 10,638 119,385

Net incurred claims and other benefits - (95,901) (4,845) (1,667) (102,413)

Changes in Takaful Activities Reserve - 17,983 - - 17,983

Changes in the non-unit reserve - (1,268) - - (1,268)

Changes in the unexpired risks reserve - - 2,302 239 2,541

The costs of underwriting takaful 
policies - (935) (469) (2,148) (3,552)

Net underwriting income during the 
year - 11,943 13,671 7,062 32,676

General and administrative expenses (2,938) (14,689) (12,578) (12,562) (42,767)

Quantity discounts income - 1,598 - - 1,598

Deposits Revenues 4,601 286 220 205 5,312

Sukuk Income 4,237 - - - 4,237

Total income/ (loss) during the year 
before the deduction of zakat and tax 5,900 (862) 1,313 (5,295) 1,056

Zakat and Tax during the year (6,034) - - - (6,034)

Total income/ (loss) during this period 
after the deduction of zakat and tax (134) (862) 1,313 (5,295) (4,978)

Key Performance Indicators

Net loss rate NA 87,0% 18.1% 33.6% 72.6%

Source: SABB Takaful’s financial statements

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

During the fiscal year 2018G, the total takaful underwritten contributions amounted to 140.0 million Saudi riyals and the 
Individual family takaful constituted the largest percentage of the total takaful underwritten contributions, representing 
55.7%. While the Group family takaful, achieved a percentage of 29.7%, and the general takaful, achieved a percentage of 
14.6% during the same period.



86

Sectoral information for the fiscal year 2019G

Thousand Saudi riyal Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful

General 
Takaful

Fiscal Year
2019G

(Audited)

Total takaful underwritten 
contributions - 77,080 51,422 26,651 155,153

Net Takaful Underwritten Contributions - 92,299 16,938 3,413 112,650

Net Earned Takaful Contributions - 92,299 15,061 3,129 110,489

Fees and commissions revenues - 639 - 4,449 5,088

Total revenue - 92,938 15,061 7,578 115,577

Net incurred claims and other benefits - (83,385) (6,354) (1,197) (90,936)

Changes in Takaful Activities Reserve - 4,610 - - 4,610

Changes in the non-unit reserve - (891) - - (891)

Changes in the unexpired risks reserve - - (1,481) (1,417) (2,898)

The costs of underwriting takaful 
policies - (1,569) (2,007) (2,054) (5,630)

Net underwriting income during the 
year - 11,703 5,219 2,910 19,832

General and administrative expenses (4,397) (17,681) (15,749) (12,859) (50,686)

Quantity discounts income - 1,524 - - 1,524

Deposits Revenues 5,546 349 279 266 6,440

Sukuk Income 3,788 2 2 - 3,792

Total income/ (loss) during the year 
before the deduction of zakat and tax 4,937 (4,103) (10,249) (9,683) (19,098)

Zakat and Tax during the year (5,702) - - - (5,702)

Total income/ (loss) during this period 
after the deduction of zakat and tax (765) (4,103) (10,249) (9,683) (24,800)

Key Performance Indicators

Net loss rate NA 87.4% 65.3% 61.6% 82.8%

Source: SABB Takaful’s financial statements

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

During the fiscal year 2019G, the total takaful underwritten contributions reached 155.1 million Saudi riyals, and the 
individual family takaful continued to constitute the largest percentage of the total takaful underwritten contributions, 
representing 49.7%, followed by the Group family takaful at a percentage of 33.1%, then the general takaful, which 
achieved a percentage of 17.2% during same period.
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Sectoral information for the fiscal year 2020G

Thousand Saudi riyals Shareholders’ 
Operations

Individual 
family Takaful

Group family 
takaful

General 
Takaful

Fiscal Year
2020G

(Audited)

Total takaful underwritten 
contributions - 83,518 69,083 49,080 201,681

Net Takaful Underwritten Contributions - 99,358 21,335 6,298 126,991

Net Earned Takaful Contributions - 99,358 18,264 5,371 122,993

Fees and commissions revenues - - - 5,352 5,352

Revenues of other underwriting types - - - 2,190 2,190

Total revenue - 99,358 18,264 12,913 130,535

Net incurred claims and other benefits - (67,998) (7,386) (5,173) (80,557)

Changes in Takaful Activities Reserve - (16,378) - - (16,378)

Changes in the non-unit reserve - (1,137) - - (1,137)

Changes in the unexpired risks reserve - - (3,977) 1,030 (2,947)

The costs of underwriting takaful 
policies - (1,840) (9,714) (3,309) (14,863)

Net underwriting income during the 
year - 12,005 (2,813) 5,461 14,653

General and administrative expenses (8,571) (14,357) (13,432) (13,375) (49,735)

Quantity discounts income - 1,425 - - 1,425

Deposits Revenues 2,616 59 119 117 2,911

Sukuk Income 3,763 110 110 - 3,983

Dividend Revenues 225 - - - 225

Total income/ (loss) during the year 
before the deduction of zakat and tax (1,967) (758) (16,016) (7,797) (26,538)

Zakat and Tax during the year (4,764) - - - (4,764)

Total income/ (loss) during this period 
after the deduction of zakat and tax (6,731) (758) (16,016) (7,797) (31,302)

Key Performance Indicators

Net loss rate NA 87.9% 115.4% 57.7% 88.8%

Source: SABB Takaful’s financial statements

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

During the fiscal year 2020G, the total takaful underwritten contributions reached 201.7 million Saudi riyals, and the 
Individual family takaful continued to constitute the largest percentage of the total takaful underwritten contributions, 
representing 41.4%, followed by the Group family takaful at a percentage of 34.3%, then the general takaful, which 
achieved a percentage of 24.3% during same period.
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Sectoral information during the nine-month period ended on September 30, 
2020G 

Thousand Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful

General 
Takaful

During the 
nine-month 

period ended 
on September 

30, 2020G

Total underwritten Contributions - 64,068 47,099 26,527 137,694

Net underwritten Contributions - 75,847 11,815 4,110 91,772

Net Earned Contributions - 75,847 12,675 4,209 92,731

Fees and commissions revenues - - 3,848 3,848

Revenues of other underwriting types - - - 1,999 1,999

Total revenue - 75,847 12,675 10,056 98,578

Net incurred claims and other benefits - (52,019) (6,105) (5,436) (63,560)

Changes in Takaful Activities Reserve - (12,291) - - (12,291)

Changes in the non-unit reserve - 15 - - 15

Changes in the unexpired risks reserve - - 213 813 1,026

The costs of underwriting takaful 
policies - (1,372) (7,221) (2,209) (10,802)

Net underwriting income during this 
period - 10,180 (438) 3,224 12,966

General and administrative expenses (3,055) (12,601) (11,477) (9,637) (36,770)

Discounts income - 990 - - 990

Deposits Revenues 1,951 50 99 99 2,199

Sukuk Income 2,766 102 100 - 2,968

Dividend Revenues 155 - - - 155

Total income/ (loss) during this period 
before the distribution of the dividends, 
and before the deduction of zakat and 
tax

1,817 (1,279) (11,716) (6,314) (17,492)

Zakat and Tax during the year - - - - (3,804)

Total income/ (loss) during this period 
after the deduction of zakat and tax 1,817 (1,279) (11,716) (6,314) (21,296)

Key Performance Indicators

Net loss rate NA 86,6% 103.5% 67.9% 86.8%

Source: SABB Takaful’s financial statements

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

During the nine-month period ended on September 30, 2020G, the total takaful underwritten contributions reached 137.7 
million Saudi riyals, and the Individual family takaful continued to constitute the largest percentage of the total takaful 
underwritten contributions, representing 46.5%, followed by the Group family takaful at a percentage of 34.2%, then the 
general takaful, which achieved a percentage of 19.3% during the same period.
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Sectoral information during the nine-month period ended on September 30, 
2021G

Thousand Saudi riyals Shareholders’ 
Operations

Individual 
family 
takaful

Group Family 
Takaful

General 
Takaful

During the nine-
month period ended 

on September 30, 
2021G

Gross Underwritten Takaful premiums - 69,817 47,055 28,973 145,845

Net Underwritten Takaful Premiums - 83,147 15,427 5,143 103,717

Net Earned Takaful Premiums - 83,147 18,180 5,555 106,882

Fees and commissions income - - - 6,751 6,751

Other Insurance Revenues - - - 111 111

Total revenues - 83,147 18,180 12,417 113,744

Net incurred claims and other benefits - (57,768) (13,515) (3,691) (74,974)

Changes in Takaful Activities Reserve - (11,831) - - (11,831)

Changes in the non-unit reserve - 7,040 - - 7,040

Changes in the unexpired risks reserve - - 3,697 2,389 6,086

The costs of underwriting insurance 
policies - (1,724) (7,384) (4,020) (13,128)

Net underwriting income during this 
period - 18,864 978 7,095 26,937

General and administrative expenses (3,850) (7,692) (8,076) (6,701) (26,319)

Quantity discounts income - 1,202 - - 1,202

Deposits Income 1,822 27 54 55 1,958

Sukuk Income 2,942 83 84 - 3,109

Dividends 211 - - - 211

Total income/ (loss) during this period 
before the distribution of the dividends, 
and before the deduction of zakat and 
tax

1,125 12,484 (6,960) 449 7,098

Net income during the period of Takaful 
operations - - - - (596)

Zakat and Tax during the year - - - - (4,446)

Total income/ (loss) during this period 
after the deduction of zakat and tax 1,125 12,484 (6,960) 449 2,056

Key Performance Indicators

Net loss rate NA 77.3% 94.6% 42.9% 76.3%

Source: SABB Takaful’s financial statements

The loss rate is calculated as the percentage of the net incurred claims and other benefits, changes in takaful activities 
reserve, changes in the non-unit reserve, Changes in the unexpired risks reserve and the costs of underwriting takaful 
policies out of total revenue.

During the nine-month period ended on September 30, 2021G, the total takaful underwritten contributions reached 145.8 
million Saudi riyals, and the Individual family takaful continued to constitute the largest percentage of the total takaful 
underwritten contributions, representing 47.9%, followed by the Group family takaful at a percentage of 32.3%, then the 
general takaful, which achieved a percentage of 19.9% during the same period.
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5.2.3 Total takaful underwritten contributions according to SABB Takaful’s 
insurance sector

Table No. (5.3): Total takaful underwritten contributions according to insurance channel during the fiscal years ended 
on December 31, 2018G, 2019G and 2020G, and the nine-month period ended on September 30, 2020G and 2021.

Thousand 
Saudi riyals

Fiscal 
Year

2018G
(Audited)

Fiscal 
Year

2019G
(Audited)

Fiscal 
Year

2020G
(Audited)

Annual 
change 

percentage 
during 
2018G 
-2019G

Annual 
percentage 

change 
2019G - 
2020G

Compound 
annual

growth rate
2018G - 
2020G

During the 
nine-month 

period 
ended on 

September 
30, 2020G

(Unaudited)

During the 
nine-month 

period 
ended on 

September 
30, 2021G

(Unaudited)

Change 
Percentage 

during 
the period 

2020G - 
2021G

Individual 
family takaful 77,971 77,080 83,518 (1.1%) 8.4% 3.5% 64,068 69,817 9.0%

Group family 
takaful 41,573 51,422 69,083 23.7% 34.3% 29% 47,099 47,055 (0.1%)

General 
Takaful 20,422 26,651 49,080 30.5% 84.2% 55.0% 26,527 28,973 9.2%

Total 139.966 155.153 201.681 10.9% 30.0% 20.0% 137,694 145,845 5.9%

As a percentage of total underwritten contributions

Individual 
family takaful 55.7% 49.7% 41.4% (6.0) (8.3) (14.3) 46.5% 47.9% 1.4

Group family 
takaful 29.7% 33.1% 34.3% 3.4 1.2 4.6 34.2% 32.3% (2.1)

General 
Takaful 14.6% 17.2% 24.3% 2.6 7.1 9.7 19.3% 19.9% 0.6

Source: Management information and supervision template of Saudi Central Bank (SAMA).

Individual family takaful
Individual family takaful shall be entirely carried out by the agent of the relevant party “SIAL”, and it contains two types of 
products: (1) A regular premium product with a duration of 3 to 25 years, (2) a single premium investment product, which 
has less protection and requires only one premium paid by the client for his desired investment strategy. Both products 
offer a combination of savings and protection. Single commissions are only charged in the first year for all products and 
do not apply upon renewal. The Takaful Plan and unit-linked savings are a regular premium product while the Investment 
Takaful plan is a single premium product. Policyholders’ premiums are invested exclusively in funds managed by HSBC 
Saudi Arabia and recorded as available-for-sale financial assets against a reserve designated for takaful activities.

Individual family takaful decreased by 1.1% from 78.0 million Saudi riyals during the fiscal year 2018G to 77.1 million Saudi 
riyals during the fiscal year 2019G due to the reduction in unit linked savings from 75.1 million Saudi riyals during the fiscal 
year 2018G to 69.3 million Saudi riyals during the fiscal year 2019G due to suspending SABB Takaful from underwriting 
new insurance policies between October 2018 and March 2019. This was offset by an increase in the investment takaful 
plan from 2.7 million Saudi riyals during the fiscal year 2018G to 7.4 million Saudi riyals during 2019G, in line with market 
performance.

Individual family takaful increased by 8.4% from 77.1 million Saudi riyals during the fiscal year 2019G to 83.5 million Saudi 
riyals during the fiscal year 2020G, mainly due to the increase in the investment takaful plan from 7.4 million Saudi riyals 
during the fiscal year 2019G to 13.9 million Saudi riyals during the fiscal year 2020G, in line with market performance.

Individual family takaful increased by 9.0% from 64.1 million Saudi riyals during the nine-month period ended on September 
30, 2020G to 69.8 million Saudi riyals during the fiscal year 2021G due to the increase in the takaful protection plan because 
of new insurance premiums in line with market performance. Since this is a single premium product, most premiums are 
recorded as new business while excess payments are considered renewals.
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Group family takaful
Group family takaful consists of two products: (i) Group protection, a policy that provides death and disability coverage 
primarily to corporate employees, and (ii) Group Credit, a policy that provides death and disability coverage equivalent to 
the loan amount owed to the financial institution. 

Group family takaful increased by 23.7% from 41.6 million Saudi riyals during the fiscal year 2018G to 51.4 million Saudi 
riyals during the fiscal year 2019 due to the increase in group credit premiums related to relevant parties.

Group family takaful continued to increase by 34.3% to 69.1 million Saudi riyals during the fiscal year 2020G, driven by 
the relevant parties’ premiums directly after the merger of the Saudi British Bank (SABB) and Alawwal Bank, with the 
significant increase in the volume of SABB‘s group credit portfolio, in addition to new business with third parties through 
intermediaries such as “Fenchurch Faris” and Golden Broker, with a value of 4.1 million Saudi riyals.

Group Family Takaful remained stable at 47.1 million Saudi riyals during the nine-month period ended on September 30, 
2020G and 2021G, despite the non-renewal of the Saudi British Bank’s credit card portfolio, which was compensated by 
new business by third-party intermediaries. 

General Takaful
General Takaful consists of property insurance products, marine takaful, money takaful, and Combined Bankers Blanket 
Bond etc. 

General Takaful increased by 30.5% from 20.4 million Saudi riyals during the fiscal year 2018G to 26.7 million Saudi riyals 
during the fiscal year 2019G, primarily driven by the premiums of combined Bankers Blanket Bond with a value of 7.3 
million Saudi riyals related to a global coverage by HSBC Saudi Arabia to corporate group entities, it is offered by SABB 
Takaful to the Saudi British Bank and HSBC Saudi Arabia and is 100% backed under a voluntary reinsurance agreement.

General Takaful continued to increase by 84.2% until it reached 49.1 million Saudi riyals during the fiscal year 2020G, due 
to an increase in most products as a result of new premiums insured by intermediaries, which mainly related to “Saudi 
Marsh” “Fenchurch Faris” and “Masarat Insurance”. This was also offset by a reduction in the combined Bankers Blanket Bond 
amounting to 6.1 million Saudi riyals, as SABB stopped purchasing this kind of policies.

General Takaful increased by 9.2% from 26.5 million Saudi riyals during the nine-month period ended on September 30, 
2020G to 29.0 million during the nine-month period ended on September 30, 2021G due to the growth in new insurance 
premiums, especially in marine properties and products that were insured via “Fenchurch Faris” with a value of 2.3 million 
Saudi riyals, “AON” with a value of 1.2 million Saudi riyals, and other intermediaries, this was offset by a reduction in the 
premiums of “Marsh” by 3.6 million Saudi riyals.
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5.2.4 Total takaful underwritten contributions according to SABB Takaful’s 
sales channel

Table No. (5.4): Total takaful underwritten contributions according to sales channel during the fiscal years ended on 
December 31, 2018G, 2019G and 2020G, and the nine-month period ended on September 30, 2020G and 2021G.

Thousand 
Saudi riyals

Fiscal Year
2018G

(Audited)

Fiscal Year
2019G

(Audited)

Fiscal Year
2020G

(Audited)

Annual 
change 

percentage 
during 
2018G 
-2019G

Annual 
change 

percentage 
during 

2019G - 
2020G

Compound 
annual

growth rate
2018G - 
2020G

During the 
nine-month 

period 
ended on 

September 
30, 2020G

(Unaudited)

During the 
nine-month 

period 
ended on 

September 
30, 2021G

(Unaudited)

Change 
Percentage 

during 
the period 

2020G - 
2021G

Direct sales 44,288 40,118 4,355 (9.4%) (89.1%) (68.6%) 2,768 3,273 18.2%

Agents 94,287 92,401 103,212 (2.0%) 11.7% 4.6% 79,394 86,919 9.5%

Intermediaries 1,391 22,634 94,114 1527.2% 315.8% 722.6% 55,532 55,653 0.2%

Total 139,966 155,153 201,681 10.9% 30.0% 20.0% 137,694 145,845 5.9%

As a percentage of total underwritten contributions

Direct sales 31.6% 25.9% 2.2% (5.7) (23.7) (29.4) 2.0% 2.2% 0.2

Agents 67.4% 59.6% 51.2% (7.8) (8.4) (16.2) 57.7% 59.6% 1.9

Intermediaries 1.0% 14.6% 46.7% 13.6 32.1 45.7 40.3% 38.2% (2.2)

Source: Management information and supervision template of Saudi Central Bank (SAMA).

Direct sales
Previously, SABB Takaful bought the group family takaful (SABB and relevant parties represent more than 90% of it) 
through direct sales without commission, but as of the second half of the fiscal year 2019G, an intermediary who charged 
a commission of 15% on the premiums of the relevant dealings, was contracted, in addition to other intermediaries for 
other premiums after the completion of the merger between SABB and Alawwal Bank. The intermediary submitted the 
guarantee of granting policy according to the required competencies without any preferential rates between SABB and 
Alawwal Bank, which has an insurance subsidiary called “Wataniya Insurance Co.” 

Direct sales decreased by 9.4% from 44.3 million Saudi riyals during the fiscal year 2018G to 40.1 million Saudi riyals during 
the fiscal year 2019G due to contracting with an intermediary in the middle of the 2019G.

Direct sales decreased by 89.1% from 40.1 million Saudi riyals during the fiscal year 2019G to 4.4 million Saudi riyals during 
the fiscal year 2020G due to the impact of contracting with an intermediary all year round. Direct sales continued to decline 
by 18.2% from 2.8 million Saudi riyals during the nine-month period ending in September 30, 2020G to 3.3 million Saudi 
riyals during the nine-month period ending September 30, 2021G.

Agents
Premiums insured through agents mainly relate to individual family takaful premiums, which are fully insured through a 
relevant party’s agent (SIAL), while general takaful premiums are insured through a relevant party’s agent (SIAL) and other 
third parties’ agents.

Sales through agents decreased by 2.0% from 94.3 million Saudi riyals during the fiscal year 2018G to 92.4 million Saudi 
riyals during the fiscal year 2019G, in line with increasing reliance on sales through intermediaries and direct sales of 
general takaful premiums.

Sales increased by 11.7% from 92.4 million Saudi riyals during the fiscal year 2019G to 103.2 million Saudi riyals during the 
fiscal year 2020G, and continued to increase by 9.5% from 79.4 million Saudi riyals during the nine-month period ended on 
September 30, 2020G to 87.0 million Saudi riyals as during the nine-month period ended on September 30, 2021G, in line 
with the increase in individual family takaful sales.



93

Intermediaries
As of the second half of the fiscal year 2019G, Intermediaries such as “Marsh”, “Finchurch Faris”, “Masarat Insurance” and 
others were contracted, after the completion of the merger between SABB and Alawwal Bank. The intermediary submitted 
the guarantee of granting policy according to the required competencies without any preferential rates between SABB and 
Alawwal Bank, which has an insurance subsidiary called “Wataniya Insurance Co.”

Sales increased through intermediaries by 1527.2% from 1.4 million Saudi riyals during the fiscal year 2018G to 22.6 
million Saudi riyals during the fiscal year 2019G due to contracting with an intermediary in the middle of the 2019G. Sales 
continued to increase by 315% until they reached 94.1 million Saudi riyals during the fiscal year 2020G due to the impact 
of contracting with an intermediary all year round, and they mainly related to group family takaful premiums and general 
family takaful.

The Sales conducted through the intermediaries remained stable at 55.6 million Saudi riyals during the nine-month period 
ended on September 30, 2020G and 2021G. 

5.2.5 Ceded premiums according to SABB Takaful’s insurance sector
Table No. (5.5): Ceded premiums according to insurance sector during the fiscal years ended on December 31, 2018G, 
2019G and 2020G, and the nine-month period ended on September 30, 2020G and 2021G.

Thousand 
Saudi riyals

Fiscal 
Year

2018G
(Audited)

Fiscal 
Year

2019G
(Audited)

Fiscal 
Year

2020G
(Audited)

Annual 
change 

percentage 
during 
2018G 
-2019G

Annual 
change 

percentage 
during 

2019G - 
2020G

Compound 
annual

growth rate
2018G - 
2020G

During the 
nine-month 

period 
ended on 

September 
30, 2020G

(Unaudited)

During the 
nine-month 

period 
ended on 

September 
30, 2021G

(Unaudited)

Change 
Percentage 

during 
the period 

2020G - 
2021G

Individual 
family takaful 991 2,868 1,957 189.4% (31.7%) 40.6% 722 697 (3.5%)

Group family 
takaful 25,221 33,650 47,392 33.4% 40.8% 37.1% 35,284 31,628 (10.4%)

General 
Takaful 16,199 22,160 42,137 36.8% 90.2% 61.3% 22,417 23,830 6.3%

Total 42,411 58,677 91,486 38.4% 55.9% 46.9% 58,423 56,155 (3.9%)

Outsourcing Percentage as a percentage of total contributions of the written Takaful

Individual 
family takaful 1.3% 3.7% 2.3% 2.4 (1.4) 1.0 1.1% 1.0% (1.0)

Group family 
takaful 60.7% 65.4% 68.6% 4.7 3.2 7.9 74.9% 67.2% (7.7)

General 
Takaful 79.3% 83.1% 85.9% 3.8 2.8 6.6 84.5% 82.2% (2.3)

Total 30.3% 37.8% 45.4% 7.5 7.6 15.1 42.4% 38.5% (3.9)

Source: Management information and supervision template of Saudi Central Bank (SAMA).

Individual family takaful
The ceded Insurance premiums in the individual family takaful increased by 189.3% from 991 thousand Saudi riyals during 
the fiscal year 2018G to 2.9 million Saudi riyals during the fiscal year 2019G in line with the increase in the allocation 
percentage from 1.3% to 3.7%.

The ceded Insurance premiums in the individual family takaful decreased by 31.7% from 2.9 Saudi riyals during the fiscal 
year 2019G to 1.9 million Saudi riyals during the fiscal year 2020G in line with the reduction in the allocation percentage 
to 2.3%.

The ceded Insurance premiums in the individual family takaful decreased by 3.5% from 722 thousand Saudi riyals during 
the nine-month period ended on September 30, 2020G to 697 thousand Saudi riyals as during the nine-month period 
ended on September 30, 2021G, in line with the reduction in the allocation percentage to 1.0%.
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Group family takaful
The ceded Insurance premiums in the group family takaful increased by 33.4% from 25.2 million Saudi riyals during the fiscal 
year 2018G to 33.7 million Saudi riyals during the fiscal year 2019G, in line with the increase in the allocation percentage 
from 60.7% to 65.4%, driven by the increase in the allocation percentage related to the premiums of SABB’s group credit 
underwritten during the second half of the fiscal year 2019G through Marsh. The ceded Insurance premiums in the group 
family takaful continued to increase by 40.8% until they reached 47.4 million Saudi riyals during the fiscal year 2020G due 
to the impact on the policies of the group family takaful (group credit) related to SABB all year round, through which the 
percentage of allocation was increased at the end of the fiscal year 2019G.

The ceded Insurance premiums in the group family takaful decreased by 10.4% from 35.3 million Saudi riyals during the 
nine-month period ended on September 30, 2020G to 31.6 million Saudi riyals as during the nine-month period ended on 
September 30, 2021G due to the reduction in the percentage of allocation related to the premiums of Saudi British Bank 
(group credit).

General Takaful
The ceded insurance premiums in the general takaful increased by 36.8% from 16.2 million Saudi riyals during the fiscal 
year 2018G to 22.2 million Saudi riyals during the fiscal year 2019G due to the reduction in the retention rate of marine 
insurance premiums, which led to an increase in the allocation percentage from 79.3% to 83.1% during the same period. 
The ceded insurance premiums in the general takaful continued to increase by 90.2% until they reached 42.1 million Saudi 
riyals during the fiscal year 2020G due to the growth in new business acquired through the third party’s intermediaries in 
the general takaful business line.

The ceded insurance premiums in the general takaful increased by 6.3% from 22.4 million Saudi riyals during the nine-
month period ended on September 30, 2020G to 23.8 million Saudi riyals during the nine-month period ended on 
September 30, 2021G, in line with the increase in total underwritten insurance premiums.

5.2.6 SABB Takaful’s Net Claims
Table No. (5.6): Net incurred claims and other benefits during the fiscal years ended on December 31, 2018G, 2019G 
and 2020G, and the nine-month period ended on September 30, 2020G and 2021G.
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Individual 
family 
takaful

(95,901) (83,385) (67,998) (13.1%) (18.5%) (15.8%) (52,019) (57,768) 11.1%

Group 
family 
takaful

(4,845) (6,354) (7,386) 31.1% 16.2% 23.5% (6,105) (13,515) 121.4%

General 
Takaful (1,667) (1,197) (5,173) (28.2%) 332.2% 76.2% (5,436) (3,691) (32.1%)

Total (102,413) (90,936) (80,557) (11.2%) (11.4%) (11.3%) (63,560) (74,974) 18.0%

Source: Management information and supervision template of Saudi Central Bank (SAMA).

Individual family takaful
The claims of individual family takaful decreased by 13.1% from 95.9 million Saudi riyals during the fiscal year 2018G to 83.4 
million Saudi riyals during the same fiscal year. The claims of individual family takaful continued to decline by 18.5% until 
they reached 68.0 million Saudi riyals during the fiscal year 2020G, in line with the reduction in re-maturity and subrogation, 
driven either by the policyholder’s cession or by completing the premiums maturity cycle. The claims of individual family 
takaful increased by 11.1% from 52.0 million Saudi riyals during the nine-month period ended on September 30, 2020G 
to 57.8 million Saudi riyals during the nine-month period ended on September 30, 2021G, in line with the increase in re-
maturity and subrogation.
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Group family takaful
The claims of group family takaful increased by 31.1% from 4.8 million Saudi riyals during the fiscal year 2018G to 6.4 million 
Saudi riyals during the fiscal year 2019G, in line with the increase in the changes of the unreported incurred claims. The 
claims of group family takaful continued to increase by 16.2% until they reached 7.4 million Saudi riyals during the fiscal 
year 2020G, in line with the increase in paid claims, as it was coupled with an increase in the changes of outstanding claims.

The claims of group family takaful increased by 121.4% from 6.1 million Saudi riyals during the nine-month period ended 
on September 30, 2020G to 13.5 million Saudi riyals during the nine-month period ended on September 30, 2021G, mainly 
due to an increase in paid claims amounting to 38.5 million Saudi riyals, driven by an increase in deaths. 

General Takaful
The claims of general takaful decreased by 28.2% from 1.7 million Saudi riyals during the fiscal year 2018G to 1.2 million 
Saudi riyals during the fiscal year 2019G, mainly due to a reduction in the changes of the outstanding claims reserve as a 
result of a reduction in fire claims, as well this was also offset by an increase in paid claims.

The claims of general takaful increased by 332.2% from 1.2 million Saudi riyals during the fiscal year 2019G to 5.2 million 
Saudi riyals during the fiscal year 2020G, mainly due to an increase in the changes of outstanding claims reserve due to 
the increase in fire and embezzlement claims, as it was coupled with an increase in the changes of unreported incurred 
claims reserve. General Takaful decreased by 32.1% from 5.4 million Saudi riyals during the nine-month period ended on 
September 30, 2020G, to 3.7 million Saudi riyals during the nine-month period ended on September 30, 2021G, due to a 
reduction in the outstanding claims reserve coupled with an increase in the changes of the unreported incurred claims 
reserve. This was also coupled with an increase in paid claims related to a fire accident that occurred in 2021G.

5.2.7 SABB Takaful’s General and administrative expenses
Table No. (5.7): General and administrative expenses during the fiscal years ended on December 31, 2018G, 2019G and 
2020G
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Staff costs 26,499 31,181 26,631 17.7% (14.6%) 0.2% 23,647 15,479 (34.5%)

IT maintenance 
costs 2,864 3,909 4,515 36.5% 15.5% 25.6% 3,315 2,861 (13.7%)

Legal and 
professional 
fees 

5,172 6,342 3,025 22.6% (52.3%) (23.5%) 1,843 297 (83.9%)

Rental fees 512 610 518 19.1% (15.1%) 0.6% 438 423 (3.6%)

Travel 
expenses 173 - - NA NA NA 350 323 (7.7%)

Marketing and 
advertising - 1,081 1,338 NA 23.8% NA 996 (206) (120.7%)

A Provision for 
bad debts - (2,054) 866 NA (142.2%) NA 218 139 (36.1%)

Others 
expenses 4,609 5,220 4,271 13.3% (18.2%) (3.7%) 2,909 3,152 8.3%

Total Takaful 
Operations 39,829 46,289 41,164 16.2% (11.1%) 1.7% 33,715 22,468 (33.4%)

Staff costs - - 4,335 NA NA NA - 2,251 NA

IT maintenance 
costs 610 - - NA NA NA - - NA

Rental fees - - 84 NA NA NA - 69 NA
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Board and 
committee 
expenses

1,149 2,105 1,874 83.2% (11.0%) 27.7% 1,366 400 (70.7%)

Others 1,179 2,292 2,278 94.4% (0.6%) 39.0% 1,688 861 (49.5%)

Total 
Shareholders’ 
Operations

2,938 4,397 8,571 49.7% 94.9% 70.8% 3,055 3,850 26.0%

Total 42,767 50,686 49,735 18.5% (1.9%) 7.8% 36,770 26,319 (28.4%)

Number of 
employees 59 66 59 11.9% (10.6%) 0.0% 59 57 (3.4%)

Number of 
employees 
from external 
sources

8 7 6 (12.5%) (14.3%) (13.4%) 8 6 (25.0%)

Total 67 73 65 9.0% (11.0%) (1.5%) 67 63 (6.0%)

Average cost 
per employee 18,564 17,654 20,589 (4.9%) 16.6% 5.3% 21,318 19,851 (6.9%)

Average cost 
per employee 
from external 
sources

29,167 53,917 43,903 84.9% (18.6%) 22.7% 31,647 22,360 (29.3%)

Source: SABB Takaful’s financial statements

Staff costs
Staff costs include basic salaries, housing allowance, end-of-service gratuity, and expenses of the General Organization for 
Social Insurance, health insurance, and others. Employees’ salaries costs increased by 17.7% from 26.5 million Saudi riyals 
during the fiscal year 2018G to 31.2 million during the fiscal year 2019G, due to the increase in housing allowance costs and 
basic salaries in line with the increase in the number of employees.

Staff costs decreased by 0.7% from 31.2 million Saudi riyals during the fiscal year 2019G to 31.0 million Saudi riyals during 
the fiscal year 2020G, due to the decrease in the costs of employees’ health insurance and social insurance in line with the 
decrease in the number of employees.

Staff costs decreased by 23.9% from 23.6 million Saudi riyals during the nine-month period ended on September 30, 2020G, 
to 18.0 million Saudi riyals during the nine-month period ended on September 30, 2021G, in line with the reduction in the 
number of employees and the lack of resources to cover employees’ bonuses.

IT maintenance costs
IT maintenance costs relate to programmed monthly service agreements with SABB to provide IT services and related 
security services. 

IT maintenance costs increased by 12.5% from 3.5 million Saudi riyals during the fiscal year 2018G to 3.9 million Saudi 
riyals during the fiscal year 2019G, as SABB Takaful implemented 3 systems in 2018G, upon which IT maintenance costs 
increased. IT maintenance costs continued to increase by 15.5% until they reached 4.5 million Saudi riyals during the fiscal 
year 2020, to meet the needs of working from home against the backdrop of implementing quarantine due to COVID-19.

IT maintenance costs decreased by 13.7% from 3.3 million Saudi riyals during the nine-month period ended on September 
30, 2020G, to 2.9 million Saudi riyals during the nine-month period ended on September 30, 2021G.
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Legal and professional fees 
Legal and professional fees mainly include consultancy, legal and external audit fees. The costs of legal and professional 
fees increased by 22.6% from 5.2 million Saudi riyals during the fiscal year 2018G to 6.3 million Saudi riyals during the fiscal 
year 2019G, as SABB Takaful was calculating expenses based on approved budgets, which were prepared according to the 
business strategy.

Legal and professional fees decreased by 52.3% from 6.3 million Saudi riyals during the fiscal year 2019G to 3.0 million 
Saudi riyals during the fiscal year 2020G, and continued to decline by 83.9% from 1.8 million Saudi riyals during the nine-
month period ended on September 30, 2020G to 297 thousand Saudi riyals during the nine-month period ended on 
September 30, 2021G, due to a change in the method of calculating costs, which are calculated on an actual basis (instead 
of the budget).

Rental fees 
The rental fees relate to the rented offices in the SABB building. Rental fees increased by 19.1% from 512 thousand Saudi 
riyals during the fiscal year 2018G to 610 thousand Saudi riyals during the fiscal year 2019G, as SABB Takaful failed to record 
rental fees and withholding them in the due fees.

Rental fees remained stable at 600,000 Saudi riyals during the fiscal year 2019G and 2020G, as they were not modified in 
the contract. 

Rental fees increased by 12.2% from 438 thousand Saudi riyals during the nine-month period ended on September 30, 
2020G to 492 thousand Saudi riyals during the nine-month period ended on 30 September 2021G, as SABB Takaful failed 
to record rental fees and withholding them in the due fees. It is worth noting that the rental terms were not modified 
according to the management.

The expenses of board and committee
Board and committee expenses relate to directors’ remuneration, bonuses and allowances. Board and committee expenses 
increased by 83.2% from 1.1 million Saudi riyals during the fiscal year 2018G to 2.1 million Saudi riyals during the fiscal 
year 2019G, as SABB Takaful was calculating expenses based on approved budgets, which were prepared according to the 
business strategy.

Board and committee expenses decreased by 11.0% from 2.1 million Saudi riyals during the fiscal year 2019G to 1.9 million 
Saudi riyals during the fiscal year 2020G, and continued to decline by 70.7% from 1.4 million Saudi riyals during the nine-
month period ended on September 30, 2020G, until they reached 400 Thousand Saudi riyals during the nine-month period 
ended on September 30, 2021G, due to a change in the method of calculating costs, which are calculated on an actual basis 
(instead budget).

Travel expenses
Travel expenses are calculated depending on business requirements. Travel expenses reached 173 thousand Saudi riyals 
during the fiscal year 2018G, and decreased by 7.7% from 350 thousand Saudi riyals during the nine-month period ended 
on September 30, 2020G to 323 thousand Saudi riyals during the nine-month period ended on September 30, 2021G.

Marketing and advertising
Marketing and advertising expenses increased by 23.8% from 1.1 million Saudi riyals during the fiscal year 2018G to 1.3 
million Saudi riyals during the fiscal year 2020G. Marketing and advertising expenses decreased by 131.1% from 996 
Thousand Saudi riyals during the nine-month period ended on September 30, 2020G, to a loss of 206 Thousand Saudi 
riyals during the nine-month period ended on September 30, 2021G, as SABB Takaful was calculating the expenses based 
on approved budgets, which were prepared according to the business strategy.

A Provision for doubtful debts 
The provision for bad debts reached an amount of 2.1 million Saudi riyals during the fiscal year 2019G and related to the 
collection of overdue balances. The provision for bad debts decreased by 142.2% to 866 thousand Saudi riyals during the 
fiscal year 2020G, due to the increase in the policyholders’ accounts receivable. The provision for bad debts decreased by 
36.1% from an amount of 218 thousand Saudi riyals during the nine-month period ended on September 30, 2020G to 139 
thousand Saudi riyals during the nine-month period ended on 30 September 2021G, due to the increase in policyholders’ 
accounts receivable.
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Other expenses 
Other expenses include taxes, depreciation and regulatory fees, etc. Other expenses increased by 29.8% from 5.8 million 
Saudi riyals during the fiscal year 2018G to 7.5 million Saudi riyals during the fiscal year 2019G, due to the increase in taxes 
and regulatory fees.

Other expenses decreased by 12.8% from 7.5 million Saudi riyals during the fiscal year 2019G to 6.5 million Saudi riyals 
during the fiscal year 2020G, as SABB Takaful wrote off costs with a value of 1.2 million Saudi riyals. They continued to 
decline by 12.7% from 4.6 million Saudi riyals during the nine-month period ended on September 30, 2020G, until they 
reached 4.0 million Saudi riyals during the nine-month period ended on September 30, 2021G, due to the reduction in 
regulatory fees and office expenses by 1.1 million Saudi riyals, which was offset by an increase in taxes amounting to 672 
thousand Saudi riyals.

5.2.8 SABB Takaful’s financial position statement
Table No. (5.8): The financial position statement for the fiscal years ended on December 31, 2018G, 2019G and 2020G 
and the nine-month period ended on September 30, 2021G

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Assets

Cash and cash equivalents 244,019 146,986 68,215 55,692

Short-term deposits - 66,277 120,345 95,458

Net Retakaful contributions and accounts 
receivable 12,650 26,406 45,260 52,751

Retakaful (Retrocession) ceded of unearned 
takaful contributions 6,969 10,946 25,527 16,289

Retakaful (Retrocession) ceded of outstanding 
claims 57,730 47,644 73,994 109,341

Costs of underwriting deferred insurance 
policies 1,019 1,985 3,947 2,499

Investments

Available-for-sale financial assets 352,115 383,869 413,621 461,575

Held-to-maturity financial assets 120,899 146,372 146,339 146,214

Prepaid expenses and other assets 1,232 1,062 3,762 4,719

Fixed assets 146 75 8 -

Intangible assets 1,859 2,216 2,029 1,478

Statutory deposit 34,000 34,000 34,000 34,000

Outstanding revenues from a statutory deposit 3,509 4,355 4,612 4,707

Total assets 836,147 872,193 941,659 984,723

Liabilities

Receivables and other liabilities 19,378 35,542 41,695 35,470

Provision for zakat and income tax 6,034 5,778 4,991 4,044

Retakaful operators’ credit balances 5,880 15,864 25,014 12,705

Unearned contributions 9,565 15,703 34,283 21,880

Retakaful Operators’ Unearned Commission 2,290 1,910 4,722 3,160

Total outstanding claims 71,186 62,290 93,011 131,260

Unexpired risks reserve 2,991 5,889 8,836 2,750

Non-unit reserve 5,579 6,470 7,607 568
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Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Provision for employees’ end of service gratuity 4,916 5,875 6,316 6,495

Credit Surplus Distribution 6,593 6,593 6,593 7,188

Takaful Activities Reserve 352,115 376,834 406,636 454,390

Outstanding revenues from a statutory deposit 3,509 4,355 4,612 4,707

Total Liabilities and Surplus of Takaful 
Operations 490,036 543,103 644,316 684,617

Capital 340,000 340,000 340,000 340,000

Statutory reserve 14,788 14,788 14,788 14,788

Accumulated losses (8,464) (25,524) (56,826) (54,770)

Revaluation of the retirement gratuity liabilities (213) (823) (1,218) (710)

Fair value reserve of the available-for-sale 
financial assets 0 649 599 798

Net equity 346,111 329,090 297,343 300,106

Total Liabilities, Surplus of Takaful Operations 
and Shareholders’ equity 836,147 872,193 941,659 984,723

Source: SABB Takaful’s financial statements

*SABB Takaful audited the outstanding and other liabilities and determined that there was a surplus of 7.7 million Saudi riyals on December 31, 2019. 
Accordingly, the following audited amounts in the interim and condensed statement of financial position have been amended as on December 31, 2020G and 
January 1, 2020G, through reducing the outstanding liabilities and accumulated losses by 7.7 million Saudi riyals as of January 1, 2020G which is reflected in 
the inverted balance sheet in line with the SABB Takaful’s audited financial statements. No other captions were affected by the restatement of the financial 
position.

Table No. (5.9): Key Performance Indicators for the fiscal years ended on December 31, 2018G, 2019G and 2020G and 
the nine-month period ended on September 30, 2020G and 2021G:

Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Unearned contributions/ Gross Takaful 
premiums 6.8% 10.1% 17.0% 15.9%

Retakaful (Retrocession) ceded of unearned 
takaful contributions/ Total unearned 
contributions

72.9% 69.7% 74.5% 74.4%

Retakaful (Retrocession) ceded of outstanding 
Claims/ Total outstanding claims 81.1% 76.5% 79.6% 83.3%

Accumulated losses as a percentage of the 
capital 2.5% 7.5% 16.7% 16.1%

Source: Management information and financial statements of SABB Takaful

Cash and cash equivalents
Cash and cash equivalents mainly include (cash equivalents and Murabaha deposits). Cash and cash equivalents decreased 
from 244.0 million Saudi riyals as on December 31, 2018G to 147.0 million Saudi riyals as on December 31, 2019G, due to 
cash used in operations amounting to 74.1 million Saudi riyals to increase Short-term deposits with a value of 66.3 million 
Saudi riyals coupled with cash used in investment activities amounting to 22.9 million Saudi riyals.

Cash and cash equivalents continued to decline, until they reached 68.2 million Saudi riyals as of December 31, 2020G, 
due to a reduction in cash used in operating activities with a value of 81.3 million Saudi riyals, mainly generating from the 
increase in short-term deposits amounting to 54.0 million Saudi riyals during the same period.

Cash and cash equivalents decreased from 68.2 million Saudi riyals as on December 31, 2020G to 55.7 million Saudi riyals as 
on September 30, 2021G, due to an increase in cash generated from operating activities with a value of 15.8 million Saudi 
riyals due to the maturity of short-term deposits, which was primarily offset by the cash used in investment activities for 
held-to-maturity investment purchases with a value of 3.2 million Saudi riyals. 
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Short-term deposits
The value of short-term deposits reached 66.2 million Saudi riyals as on December 31, 2019G. Short-term deposits increased 
to 120.3 million Saudi riyals as on December 31, 2020G, due to short-term deposits amounting to 60.3 million Saudi riyals 
in the local banks (Gulf International Bank and National Bank of Kuwait) generating revenues at rates of 0.65 % and 0.90%. 
Short-term deposits decreased from 120.3 million Saudi riyals as on December 31, 2020G to 95.5 million Saudi riyals as on 
September 30, 2021G due to maturities of short-term deposits amounting to 40 million Saudi riyals, which was offset by an 
investment of 15 million Saudi riyals in short-term deposits in Gulf International Bank.

Retakaful contributions and accounts receivable
Retakaful contributions and accounts receivable mainly include contributions due from insurance premiums (corporate 
customers and relevant parties) and reinsurance companies after deducting provision for bad debts. Retakaful contributions 
and accounts receivable increased from 12.7 million Saudi riyals as on December 31, 2018G to 26.4 million Saudi riyals as on 
December 31, 2019G due to (issuance of a group family takaful policy for SABB during November 2019G at a value of 14.6 
million Saudi riyals, which was not settled at the end of the year). 

Retakaful contributions and accounts receivable increased to reach 45.2 million Saudi riyals as of December 31, 2020G, in 
line with the growth in the total general takaful underwritten contributions. 

Retakaful contributions and accounts receivable increased from 45.3 million Saudi riyals as on December 31, 2020G to 
52.8 million Saudi riyals as on September 30, 2021G due to an increase in the balance of accounts receivable owed by 
reinsurance companies with a value of 27.9 million Saudi riyals, driven by the increase in general incurred claims which are 
recoverable from reinsurers, this was offset by a decrease in the balance owed by policyholders, who pay premiums, by 9.1 
million Saudi riyals.

Retakaful (Retrocession) ceded of unearned takaful contributions
Retakaful (Retrocession) ceded of unearned takaful contributions in group family takaful, is primarily related to the two 
lines of general takaful business. The balance of Retakaful (Retrocession) ceded of unearned takaful contributions reached 
7.0 million Saudi riyals as on December 31, 2018G, 11.0 million Saudi riyals as on December 31, 2019G and 25.5 million 
Saudi riyals as on December 31, 2020. These changes in the balance were in line with the changes in the total unearned 
insurance premiums.

Retakaful (Retrocession) ceded of unearned takaful contributions decreased from 25.5 million Saudi riyals as on December 
31, 2020G to 16.3 million Saudi riyals as on September 30, 2021G in line with the changes in the total unearned insurance 
premiums.

Retakaful (Retrocession) ceded of outstanding claims
Retakaful (Retrocession) ceded of outstanding claims decreased from 57.7 million Saudi riyals as on December 31, 2018G 
to 47.6 million Saudi riyals as on December 31, 2019G due to the settlements of general takaful claims, which amounted 
to 11.3 million Saudi riyals, generating from two massive fire accidents in (Ghassan Ahmed Al Sulaiman Trading LLC and 
Pharma Pharmaceutical Industries),

Retakaful (Retrocession) ceded of outstanding claims increased to reach 74.0 million Saudi riyals as on December 31, 2020G 
due to the increase in deaths and disability accidents in line with the increase in general takaful claims by 5.9 million Saudi 
riyals, generating from fire accidents that occurred during the same year and the increase in the reserves of the unreported 
incurred claims amounted to 8.0 million Saudi riyals. Retakaful (Retrocession) ceded of outstanding claims continued to 
increase until it reached 109.3 million Saudi riyals as on September 30, 2021G due to a fire claim amounting to 36.0 million 
Saudi riyals in Olayan Food Services Co. during 2021G.

Costs of underwriting deferred insurance policies
The costs of underwriting deferred insurance policies include commissions and other fees directly related to the purchase 
and renewal of takaful contracts that are deferred and amortized according to the terms of the related takaful contracts. 
The costs of underwriting deferred insurance policies increased from 1.0 million Saudi riyals as on December 31, 2018G to 
2.0 million Saudi riyals as on December 31, 2019G and continued to increase until they reached 4.0 as on December 31, 
2020G due to the increase in the costs of insurance premium acquisition with a value of 9.2 million Saudi riyals. This was 
driven by commission from insurance policies related to group family takaful issued for SABB. 
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The costs of underwriting deferred insurance policies decreased from 4.0 million Saudi riyals as on December 31, 2020G to 
2.5 million Saudi riyals as on September 30, 2021G, as part of the group family takaful contributions, is nearing completion, 
which led to a decrease in the costs of underwriting deferred insurance policies in line with the unearned contributions.

Available-for-sale financial assets
Available-for-sale financial assets relate to investments in local funds and shares managed by HSBC Saudi Arabia (a relevant 
party) on behalf of policyholders for individuals underwritten in long-term protection plans. Available-for-sale financial 
assets increased from 352.1 million Saudi riyals as on December 31, 2018G to 383.9 million Saudi riyals as on December 
31, 2019G due to an increase in the fair value of 45.5 million Saudi riyals. This was also offset by the redemption of (net 
purchases) with a value of 14.4 million Saudi riyals. Available-for-sale financial assets increased to 413.6 million Saudi riyals 
as on December 31, 2020 and continued to increase until they reached 461.6 million Saudi riyals as on September 30, 
2021G, due to the fair value increase by 30.2 million Saudi riyals and 50.0 million Saudi riyals, respectively. 

Held-to-maturity financial assets
Held-to-maturity financial assets relate to investments in governmental and quasi-governmental instruments and 
investment in local banks. Most of these investments are classified as shareholders’ operations. Held-to-maturity financial 
assets increased from 120.9 million Saudi riyals as on December 31, 2018G to 146.4 million Saudi riyals as on December 
31, 2019G due to purchases (net redemption) with a value of 25.4 million Saudi riyals. Held-to-maturity financial assets 
remained relatively stable at 146.3 million Saudi riyals as of December 31, 2020G and settled at 146.3 million Saudi riyals as 
on September 30, 2021.

Prepaid expenses and other assets
Prepaid expenses and other assets include balances owed by relevant parties, prepaid support, other fees and other 
accounts receivable. Prepaid expenses and other assets decreased from 1.2 million Saudi riyals as on December 31, 2018G 
to 1.1 million Saudi riyals as on December 31, 2019G due to a decrease in the receivables of the relevant parties. Prepaid 
expenses and other assets increased from 1.1 million Saudi riyals as on December 31, 2019G to 3.8 million Saudi riyals as 
on December 31, 2020G due to accounts receivable related to the Umrah agreement, which amounted to 2.2 million Saudi 
riyals. Prepaid expenses and other assets increased to 4.7 million Saudi riyals as of September 30, 2021G due to the increase 
in discounts income owed by HSBC in line with the growth in total underwritten contributions of individual family takaful, 
with an increase in value-added tax accounts receivable.

Fixed assets
Fixed assets mainly relate to vehicles that have been fully depreciated as of September 30, 2021G. Fixed assets decreased 
from 146 thousand Saudi riyals as on December 31, 2018G to 75 thousand Saudi riyals as on December 31, 2019G. It 
continued to decline from 8 thousand Saudi riyals as on December 31, 2020G to zero on September 30, 2021G due to 
annual depreciation.

Intangible assets
Intangible assets include information technology software used by management. Intangible assets increased from 1.9 
million Saudi riyals as on December 31, 2018G to 2.2 million Saudi riyals as on December 31, 2019G due to injections of 2.1 
million Saudi riyals offset by depreciation of 1.8 million Saudi riyals during the same period. Intangible assets decreased 
from 2.2 million Saudi riyals as on December 31, 2019G, to 2.0 million Saudi riyals as on December 31, 2020G due to 
deductions of 576 thousand Saudi riyals combined with amortization of 763 thousand Saudi riyals during the same period. 
Intangible assets decreased to 1.5 million Saudi riyals as of September 30, 2021G, due to amortization of 551,000 Saudi 
riyals during the same period. 

Statutory deposit
The statutory deposit is a deposit equal to 10% of the capital paid to SABB Takaful, which is a retained balance and cannot 
be withdrawn as required under the insurance laws and regulations of the Kingdom of Saudi Arabia and the regulations 
of the Saudi Central Bank. The value of the statutory deposit reached 34.0 million Saudi riyals as on December 31, 2018G, 
2019G, 2020G and during the nine-month period ending on September 30, 2021G.
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Outstanding revenues from a statutory deposit
The outstanding revenues from the statutory deposit relates to the accumulated profits generated by the statutory deposit. 
The outstanding revenues from the statutory deposit increased from 3.5 million Saudi riyals as of December 31, 2018G to 
4.4 million Saudi riyals as of December 31, 2019G. They continued to increase until they reached 4.6 million Saudi riyals as 
on December 31, 2020G and 4.7 million Saudi riyals as on September 30, 2021G. The increase in this balance relates to the 
profit generated by the statutory Murabaha deposit. It is worth noting that the increase is annually declining due to the 
general reduction in the Murabaha return rate during this period, and this entire income is retained as a liability due to 
Saudi Central Bank sine die until it becomes payable.

Receivables and other liabilities
Receivables and other liabilities relate to professional and utilities expenses, personnel expenses and other outstanding 
expenses, in addition to balances due to customers, and related to relevant parties and other balances. Receivables and 
other liabilities increased from 19.4 million Saudi riyals as on December 31, 2018G to 35.5 million Saudi riyals as on December 
31, 2019G due to an increase in the balances due to customers with a value of 10.0 million Saudi riyals, coupled with 
an increase in credit commissions and SABB’s balance of 2.2 million Saudi riyals and 1.5 million Saudi riyals, respectively. 
Receivables and other liabilities increased to 41.7 million Saudi riyals as of December 31, 2020G, due to the increase in other 
balances owed to agents and customers, amounting to 2.3 million Saudi riyals and 2.0 million Saudi riyals, respectively. This 
was coupled with an increase in outstanding taxes with a value of 1.5 million Saudi riyals. Receivables and other liabilities 
decreased from 41.7 million Saudi riyals as of December 31, 2020G to 35.5 million Saudi riyals as of September 30, 2021G 
due to the settlement of withholding tax dues with a value of 3.6 million Saudi riyals. 

Provision for zakat and income tax
The provision for zakat and income tax decreased from 6.0 million Saudi riyals as of December 31, 2018G to 5.0 million 
Saudi riyals as of December 31, 2020G. It continued to decline to 4.0 million Saudi riyals as of September 30, 2021G.

Retakaful operators’ credit balances
Retakaful operators’ credit balances increased from 5.9 million Saudi riyals as on December 31, 2018G to 15.9 million Saudi 
riyals as of December 31, 2019G due to an increase in the balance payable to General Re, which amounted to 9.2 million 
Saudi riyals. Retakaful operators’ credit balances continued to increase until they reached to 25.0 million Saudi riyals as 
of December 31, 2020G, due to the increase in the balances owed to Fenchre, Aspen RE and Walaa Insurance Company, 
with a value of 10.5 million Saudi riyals. Retakaful operators’ credit balances decreased from 25.0 million Saudi riyals as 
on December 31, 2020G to 12.7 million Saudi riyals as on September 30, 2021G due to the balance settlement of major 
reinsurance companies such as Marsh and Venturi with a value of 8.1 million Saudi riyals. 

Unearned contributions
Unearned contributions relate to the producers of group family takaful and general takaful. Unearned contributions 
increased from 9.6 million Saudi riyals as on December 31, 2018G to 15.7 million Saudi riyals as on December 31, 2019G 
in line with the increase in total takaful premiums from 140.0 million Saudi riyals during fiscal year 2018G to 155.0 million 
Saudi riyals during fiscal year 2019G. This is due to the fact that most of the new business acquired during the fiscal year 
2019G, were at the end of the year. The balance of unearned contributions continued to increase to 34.3 million Saudi riyals 
as of December 31, 2020, due to the increase in takaful premiums, mainly related to general takaful products, amounting to 
22.4 million Saudi riyals supported by the increase in the issued insurance premiums related to property all risks coverage. 
The unearned contributions decreased from 34.3 million Saudi riyals as on December 31, 2020G to 21.9 million Saudi riyals 
as on September 30, 2021G due to the discrepancy in the reporting period, where the unearned contributions depend on 
the issuance date of the policy.

Retakaful Operators’ Unearned Commission
Retakaful Operators’ Unearned Commission mainly relates to Retakaful (Retrocessions) ceded of incurred commission 
expenses and shall be charged at a later period. The Retakaful Operators’ Unearned Commission decreased from 2.3 
million Saudi riyals as on December 31, 2018G to 1.9 million Saudi riyals as of December 31, 2019G in line with the start 
date of insurance premiums. The Retakaful Operators’ Unearned Commission increased from 1.9 million Saudi riyals as 
of December 31, 2020G, in line with the increase in insurance premiums underwriting costs of 9.2 million Saudi riyals. 
The Retakaful Operators’ Unearned Commission decreased from 4.7 million Saudi riyals as on December 31, 2020G to 
3.2 million Saudi riyals as on September 30, 2021G due to the discrepancy in the reporting period, where the unearned 
contributions depend on the issuance date of the policy.



103

Total outstanding claims 
The total outstanding claims decreased from 71.1 million Saudi riyals as on December 31, 2018G to 62.3 million Saudi riyals 
as on December 31, 2019G due to settlement of fire claims (general takaful) due on December 31, 2018G, with a value 
of 12.4 million Saudi riyals, generating from two massive fire accidents in (Ghassan Ahmed Al Sulaiman Trading LLC and 
Pharma Pharmaceutical Industries), This was offset by an increase of 3.0 million Saudi riyals in the changes of unreported 
incurred claims for the operations of both general takaful and family takaful. 

The total outstanding claims increased until they reached 93.0 million Saudi riyals as of December 31, 2020G, due to the 
increase in family takaful claims, mainly related to group claims, which increased by 13.9 million Saudi riyals. This was 
coupled with increase in general takaful claims and unreported incurred claims with values of 7.7 million Saudi riyals and 
8.5 million Saudi riyals, respectively.

The total outstanding claims increased to 131.3 million Saudi riyals as on September 30, 2021G due to the increase in fire 
accidents with a value of 33.4 million Saudi riyals and mainly related to Olayan Food Services Co. with a value of 32.7 million 
Saudi riyals.

Unexpired risks reserve
The unexpired risks reserve is calculated when the unearned contributions in all takaful contracts is insufficient (based on 
actual experience) to meet the expected cost of future claims. The unexpired risks reserve increased from 3.0 million Saudi 
riyals as on December 31, 2018G to 5.9 million Saudi riyals as on December 31, 2019G and continued to increase until it 
reached 8.8 million Saudi riyals as on December 31, 2020G in line with the increase in the acquisition costs of the insurance 
premiums and general expenses. The unexpired risks reserve decreased from 8.8 million Saudi riyals as on December 31, 
2020G to 2.8 million Saudi riyals as on September 31, 2021G due to the decrease in general and administrative costs and a 
decrease in the balance of unearned takaful premiums on September 30, 2021G compared to December 31, 2020.

Non-unit reserves
The non-unit reserve related to individual family takaful products. It is calculated on the basis of the present value of the 
expected future expenses and claims, minus the present value of the expected future income stemming from the fees of 
the unit-linked savings premiums. The non-unit reserve increased from 5.6 million Saudi riyals as on December 31, 2018G to 
7.6 million Saudi riyals as on December 31, 2020G, mainly due to a contingency reserve of 1.5 million Saudi riyals related to 
the current COVID-19 pandemic. The balance of non-unit reserve decreased to 568 thousand Saudi riyals as of September 
30, 2021G, due to releasing the reserve of potential liabilities related to the current COVID-19 pandemic., in addition to the 
reduction in inflation (according to the actuary’s report) and the decrease in general and administrative expenses.

Provision for employees’ end of service gratuity
Provision for employees’ end of service gratuity is calculated at the present value of the expected future payments in 
respect of services provided by employees up to the end of the reporting period using the projected unit credit method. 
Provision for employees’ end-of-service gratuity increased from 4.9 million Saudi riyals as on December 31, 2018G to 5.9 
million Saudi riyals as on December 31, 2019G and continued to increase to 6.5 million Saudi riyals as on September 30, 
2021G, mainly due to the higher cost of service provided to active employees over the years, coupled with the reduction in 
the applied discount rate in line with the yields of the sovereign bonds.

Credit Surplus Distribution
The credit surplus distribution represents the cumulative outcomes of insurance operations during a specific period. The 
credit surplus distribution remained stable at 6.6 million Saudi riyals as on December 31, 2018G, 2019G and 2020G, as no 
surplus was recorded. The credit surplus distribution increased from 6.6 million Saudi riyals as on December 31, 2020G to 
7.2 million Saudi riyals as on September 30, 2021G due to the surplus of 596 thousand Saudi riyals recorded during the 
nine-month period ended on September 30, 2021G.

Takaful Activities Reserve
Takaful activities reserve relates to the individual savings product. The reserve is calculated according to the value of the 
fund units for each single contract on the valuation date, in addition to the technical provisions to cover the protection 
elements. The investments of Takaful operations held by SABB Takaful cover 100% of the takaful activities reserve. Growth 
during such period is increased with the value of the underwritten insurance premiums according to the individual family 
takaful business line, reduced by the reinstatement and maturity of policies, subject to a change in the fair value of the 
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underlying investment funds and reduced by takaful policyholders’ fees that SABB Takaful deducts from policyholders for 
various activities (acquisition, death rate, policy management, services and credit increase etc.). Takaful activities reserve 
increased from 352.1 million Saudi riyals as on December 31, 2018G to 376.8 million Saudi riyals as on December 31, 2019G 
and to 406.6 million Saudi riyals as on December 31, 2020G, and continued to increase until it reached 454.4 million Saudi 
riyals as of September 30, 2021G.

Outstanding revenues from a statutory deposit
The outstanding revenues from the statutory deposit relates to the accumulated profits generated by the statutory deposit. 
The outstanding revenues from the statutory deposit increased from 3.5 million Saudi riyals as on December 31, 2018G to 
4.4 million Saudi riyals as on December 31, 2019G and continued to increase until it reached 4.7 million Saudi riyals as on 
September 30, 2021G, in line with the profit generated from the statutory Murabaha deposit.

The increase is annually declining due to the general reduction in the Murabaha return rate during this period. This entire 
income is retained as a liability due to Saudi Central Bank sine die until it becomes payable. 

Capital
The capital reached 340.0 million Saudi riyals, without any change during this period, divided into 34 million outstanding 
shares with a nominal value of 10 Saudi riyals each. The capital remained stable at 340.0 million Saudi riyals as on December 
31, 2018G, 2019G, 2020G and during the nine-month period ending on September 30, 2021G.

Statutory reserve
The statutory reserve is not distributable in accordance with the requirements of insurance laws and regulations in the 
Kingdom of Saudi Arabia. The statutory reserve remained stable at 14.8 million Saudi riyals as on December 31, 2018G, 
2019G, 2020G and during the nine-month period ending on September 30, 2021G, due to the failure of SABB Takaful to 
generate income in the past three years. 

Accumulated losses
Accumulated losses increased from 8.5 million Saudi riyals as in 2018G to 33.3 million Saudi Riyals as in 2019G and continued 
to increase until they reached 64.6 million Saudi riyals as in 2020G, due to incurred losses during the fiscal years 2018G, 
2019G and 2020G, respectively. The accumulated losses decreased from 56.9 million Saudi riyals as in 2020G to 54.8 million 
Saudi riyals as on September 30, 2021G, as SABB Takaful achieved a net income of 2.1 million Saudi riyals at the end of the 
period.

Revaluation of the retirement gratuity liabilities
Revaluation of the retirement gratuity liabilities relates to a reserve that aggregates actuarial gains/ losses arising from 
revaluation of employees’ end of service gratuity. The revaluation of the retirement gratuity liabilities increased from 
213,000 Saudi riyals as on December 31, 2018G to a deficit of 823 thousand Saudi riyals as on December 31, 2019G, due 
to actuarial losses amounting to 610 thousand Saudi riyals driven by experience (increased salaries or lower employee 
turnover rates than expected). The revaluation of the retirement gratuity liabilities continued to increase until they reached 
a deficit of 1.1 million Saudi riyals as of December 31, 2020G due to actuarial losses amounting to 395 thousand Saudi riyals. 
The revaluation of the retirement gratuity liabilities decreased to a deficit of 710 thousand Saudi riyals as on September 30, 
2021, due to changes in financial assumptions (high discount rate).

Fair value reserve of the available-for-sale financial assets
The fair value reserve of available-for-sale financial assets relates to the reserve in which the unrealized change in the fair 
value of the available-for-sale investments accumulates. The fair value reserve of available-for-sale financial assets reached 
649 thousand Saudi riyals as of December 31, 2019G. The fair value reserve of available-for-sale financial assets decreased 
from 649 thousand Saudi riyals as on December 31, 2019G to 599 thousand Saudi riyals as of December 31, 2020G. The 
fair value reserve of available-for-sale financial assets increased to 798 thousand Saudi riyals as of September 30, 2021G.
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5.2.9 SABB Takaful’s sectoral information

Sectoral information for the fiscal year 2018G

Thousands Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful

General 
Takaful

As on December 
31, 2018G
(Audited)

Assets

Cash and cash equivalents 194,312 22,402 14,314 12,991 244,019

Net Retakaful premiums and 
accounts receivable - - 8,990 3,660 12,650

Retakaful (Retrocession) ceded of 
unearned takaful premiums - - 485 6,484 6,969

Retakaful (Retrocession) ceded of 
pending claims - 226 29,486 28,018 57,730

Costs of underwriting deferred 
insurance policies - - 47 972 1,019

Available-for-sale financial assets - 352,115 - - 352,115

Held-to-maturity financial assets 120,899 - - - 120,899

Statutory deposit 34,000 - - - 34,000

Intangible assets - - - - 6,746

Total assets 836,147

Liabilities -

Retakaful operators’ credit balances - 471 (408) 5,817 5,880

Unearned contributions - - 1,431 8,134 9,565

Retakaful Operators’ Unearned 
Commission - - - 2,290 2,290

Total pending claims - 1,285 38,040 31,861 71,186

Unexpired risks reserve - - 566 2,425 2,991

Non-unit reserve - 5,579 - - 5,579

Provision for employees’ end of 
service gratuity - 1,642 1,437 1,837 4,916

Takaful Activities Reserve - 352,115 - - 352,115

Unallocated liabilities - - - - 35,514

Total Liabilities - 490,036

Source: SABB Takaful’s financial statements
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Sectoral information for the fiscal year 2019G

Thousands Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful General Takaful

As on 
December 31, 

2019G
(Audited)

Assets

Cash and cash equivalents 106,251 14,966 11,218 14,551 146,986

Short-term deposits 66,277 - - - 66,277

Net Retakaful contributions and 
accounts receivable - - 23,020 3,386 26,406

Retakaful (Retrocession) ceded of 
unearned takaful contributions - - 5,326 5,620 10,946

Retakaful (Retrocession) ceded of 
outstanding claims - 743 27,620 19,281 47,644

Costs of underwriting deferred 
insurance policies - - 1,214 771 1,985

Available-for-sale financial assets 7,035 376,834 - - 383,869

Held-to-maturity financial assets 136,528 4,922 4,922 - 146,372

Statutory deposit 34,000 - - - 34,000

Unclassified assets - - - - 7,708

Total assets 872,193

Liabilities

Retakaful operators’ credit balances - 80 11,971 3,813 15,864

Unearned contributions - - 8,149 7,554 15,703

Retakaful Operators’ Unearned 
Commission - - - 1,910 1,910

Total outstanding claims - 2,595 36,897 22,798 62,290

Unexpired risks reserve - - 2,047 3,842 5,889

Non-unit reserve - 6,470 - - 6,470

Provision for employees’ end of 
service gratuity - 1,996 1,728 2,151 5,875

Takaful Activities Reserve - 376,834 - - 376,834

Unallocated liabilities - - - - 52,268

Total Liabilities 543,103

Source: SABB Takaful’s financial statements
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Sectoral information for the fiscal year 2020G

Thousands Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful General Takaful

As on 
December 31, 

2020G
(Audited)

Assets

Cash and cash equivalents 56,243 7,357 2,459 2,156 68,215

Short-term deposits 95,308 5,007 10,015 10,015 120,345

Net Retakaful contributions and 
accounts receivable - - 23,407 21,853 45,260

Retakaful (Retrocession) ceded of 
unearned takaful contributions - - 5,625 19,902 25,527

Retakaful (Retrocession) ceded of 
outstanding claims - 821 46,030 27,143 73,994

Costs of underwriting deferred 
takaful policies - - 1,545 2,402 3,947

Available-for-sale financial 
investments 6,985 406,636 - - 413,621

Held-to-maturity financial 
investments 136,451 4,944 4,944 - 146,339

Statutory deposit 34,000 - - - 34,000

Unclassified assets - - - - 10,411

Total assets 941,659

Liabilities

Retakaful operators’ credit balances - 488 2,987 21,539 25,014

Unearned contributions - - 11,518 22,765 34,283

Retakaful Operators’ Unearned 
Commission - - - 4,722 4,722

Total outstanding claims - 3,048 56,030 33,933 93,011

Unexpired risks reserve - - 6,024 2,812 8,836

Non-unit reserve - 7,607 - - 7,607

Provision for employees’ end of 
service gratuity - 2,586 19,64 1,766 6,316

Takaful Activities Reserve - 406,636 - - 406,636

Unallocated liabilities - - - - 57,891

Total Liabilities 644,316

Source: SABB Takaful’s financial statements
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Sectoral information during the six-month period ended on September 30, 2021G

Thousands Saudi riyals Shareholders’ 
Operations

Individual 
family takaful

Group family 
takaful General Takaful

As on 
September 30, 

2021G
(Unaudited)

Assets

Cash and cash equivalents 46,554 6,057 2,218 863 55,692

Short-term deposits 70,421 5,007 10,015 10,015 95,458

Net Retakaful contributions and 
accounts receivable - 250 44,767 7,734 52,751

Retakaful (Retrocession) ceded of 
unearned takaful contributions - - 4,205 12,084 16,289

Retakaful (Retrocession) ceded of 
outstanding claims - 280 55,438 53,623 109,341

Costs of underwriting deferred 
insurance policies - - 1,014 1,485 2,499

Available-for-sale financial assets 7,185 454,390 - - 461,575

Held-to-maturity financial assets 136,268 4,973 4,973 - 146,214

Statutory deposit 34,000 - - - 34,000

Unclassified assets - - - - 10,904

Total assets 984,723

Liabilities

Retakaful operators’ credit balances - 933 - 11,772 12,705

Unearned contributions - - 7,346 14,534 21,880

Retakaful Operators’ Unearned 
Commission - - - 3,160 3,160

Total outstanding claims - 818 68,957 61,485 131,260

Unexpired risks reserve - - 2,328 422 2,750

Non-unit reserve - 568 - - 568

Provision for employees’ end of 
service gratuity 8 2,711 2,011 1,765 6,495

Takaful Activities Reserve 0 454,390 - - 454,390

Unallocated liabilities 0 - - - 51,409

Total Liabilities 684,617

Source: SABB Takaful’s financial statements
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5.2.10 SABB Takaful’s Net Retakaful contributions and accounts receivable
Table No. (5.10): Net Retakaful contributions and accounts receivable during the fiscal years ended on December 31, 
2018G, 2019G and 2020G and the nine-month period ended on September 30, 2021G

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Takaful policyholders 7,992 1,823 19,196 10,101

Retakaful Companies 7,220 3,304 1,422 29,366

Amounts owed by Saudi British Bank - the 
parent company of SABB Takaful 13 21,800 26,028 14,810

Total 15,225 26,927 46,646 54,277

Loan impairment allowance (2,575) (521) (1,386) (1,526)

Net 12,650 26,406 45,260 52,751

Source: SABB Takaful’s financial statements

A Provision for Retakaful contributions and accounts receivable during the fiscal years ended on December 31, 2018G, 
2019G and 2020G and the nine-month period ended on September 30, 2021G

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Changes in loan impairment allowance

In the beginning of the year 2,071 2,575 521 1,386

Recorded during the year 504 (2,054) - -

Charged during the year - - 865 140

At the end of the year 2,575 521 1,386 1,526

Source: SABB Takaful’s financial statements

Takaful policyholders 
The balance of takaful policyholders relates to corporate customers’ accounts receivable on group family takaful premiums 
and general takaful premiums. The balance of takaful policyholders decreased from 8.0 million Saudi riyals as on December 
31, 2018G to 1.8 million Saudi riyals as on December 31, 2019G, driven by the non-renewal of third parties’ most premiums. 
The balance of takaful policyholders increased to 19.2 million Saudi riyals as of December 31, 2020, in line with the growth 
in the premiums of general takaful and group family takaful insured through channel intermediaries. The balance of takaful 
policyholders decreased to 10.1 million Saudi riyals as of September 30, 2021G as a result of settlements.

Retakaful Companies
The balance of Retakaful companies includes net subrogated recoveries and returns of canceled premiums. The balance 
of Retakaful companies decreased from 7.2 million Saudi riyals as on December 31, 2018G to 3.3 million Saudi riyals as on 
December 31, 2019G and continued to decline until it reaches 1.4 million Saudi riyals as on December 31, 2020G due to 
receiving claims amounts from the Retakaful companies. The balance of Retakaful companies increased to 29.4 million 
Saudi riyals as of September 30, 2021G, driven by the increase in the volume of SABB’s and Alawwal Bank’s premiums of the 
group family takaful, which witnessed an increase in the Retakaful operators’ balance “Gen Re” with a value of 15.8 million 
Saudi riyals, “RGA” with a value of 3.6 million Saudi riyals, “AXA” with a value of 3.2 million Saudi riyals and “Swiss Re” with a 
value of 3.9 million Saudi riyals and others due to the increase in their Retakaful (Retrocession) ceded.

Amounts owed by Saudi British Bank - the parent company of SABB Takaful 
The balance of the amounts owed by Saudi British Bank increased from 13,000 Saudi riyals as on December 31, 2018G to 
21.8 million Saudi riyals as on December 31, 2019G due to issuing 5 new premiums during the second half of the fiscal year 
2019G that were not settled at the end of the year. The balance of the amounts owed by Saudi British Bank increased to 
26.0 million Saudi riyals as of December 31, 2020G, in line with SABB premiums during this period. Amounts owed by the 
Saudi British Bank decreased to 14.8 million Saudi riyals as of September 30, 2021G in line with SABB premiums during this 
period, specifically the non-renewal of insurance premiums related to general takaful.
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5.2.11 SABB Takaful’s available-for-sale financial assets
Table No. (5.11): Available-for-sale investments were listed for the fiscal years ended on December 31, 2018G, 2019G 
and 2020G and during the nine-month period ended on September 30, 2021G

Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Listed available-for-sale investments

Takaful Operations

Investment in Amanah Mutual Funds 352,115 376,834 406,636 454,390

Total Takaful Operations 352,115 376,834 406,636 454,390

Shareholders’ Operations

Investment in Amanah Mutual Funds - 7,035 6,985 7,185

Total Shareholders’ Operations - 7,035 6,985 7,185

Total 352,115 383,869 413,621 461,575

Source: SABB Takaful’s financial statements

Available-for-sale financial assets
Available-for-sale financial assets relate to investments in local funds and shares managed by HSBC Saudi Arabia (a relevant 
party) on behalf of the policyholders who pay premiums of individual family takaful insurance and participated in long-
term protection plans. Available-for-sale financial assets increase with the value of underwritten insurance premiums of 
the individual family takaful, and decrease through the processes of reinstatement and maturity of the policies, taking into 
account the change in the fair value of the underlying investment funds and its reduction through takaful policyholders’ 
fees that SABB Takaful imposed on policyholders for various activities (acquisition, death rate, policy management, services 
and credit increase etc.).

Available-for-sale financial assets increased from 352.1 million Saudi riyals as on December 31, 2018G to 383.9 Saudi riyals 
as on December 31, 2019G, driven by an increase in the fair value of 45.5 million Saudi riyals in exchange for redemptions 
(net purchases) with a value of 14.4 million Saudi riyals.

The balance also increased to 413.6 million Saudi riyals as on December 31, 2020G and continued to increase until it 
reached 461.6 million Saudi riyals as on September 30, 2021G, due to an increase in the fair value of 30.2 million Saudi riyals 
and 50.0 million Saudi riyals, respectively.

5.2.12 SABB Takaful’s held-to-maturity financial assets
Table No. (5.12): Available-for-sale investments were listed for the fiscal years ended on December 31, 2018G, 2019G 
and 2020G and during the nine-month period ended on September 30, 2021G

Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Held-to-maturity investments Unlisted

Takaful operations

Ministry of Finance Sukuk (Series 5) - 4,922 4,944 -

Ministry of Finance Sukuk (Series 6) - 4,922 4,944 4,973

Ministry of Finance Sukuk (Series 7) - - - 4,973

Total Takaful Operations - 9,844 9,888 9,946

Shareholders’ Operations

Sukuk of General Authority of Civil Aviation 
(Series 1) 50,580 50,580 50,050 50,236
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Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Sukuk of National Industrialization Company 
(Tasnee) 50,230 - - -

Bank Albilad Sukuk 20,089 20,080 20,573 -

Ministry of Finance Sukuk (Series 1) - 10,168 10,159 10,074

Ministry of Finance Sukuk (Series 2) - 10,1485 10,448 10,323

Ministry of Finance Sukuk (Series 3) - 20,084 20,087 20,189

Ministry of Finance Sukuk (Series 4) - 25,131 25,134 25,295

Ministry of Finance Sukuk (Series 5) - - - 20,151

Total Shareholders’ Operations 120,899 136,528 136,451 136,268

Total 120,899 146,372 146,339 146,214

Source: SABB Takaful’s financial statements

Table No. (5.13): Held-to-Maturity Financial Assets - Investment in local equity shares during the fiscal years ended on 
December 31, 2018G, 2019G and 2020G and the nine-month period ended on September 30, 2021G

Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Governmental and quasi-governmental 50,580 126,292 125,766 146,214

Banks and other financial institutions 20,089 20,080 20,573 -

Companies 50,230 - - -

Total 120,899 146,372 146,339 146,214

Source: SABB Takaful’s financial statements

Held-to-maturity investments - Unlisted
They mainly include government and quasi-government investments and investments in local banks. Most of these 
investments are classified as shareholders’ operations.

Held-to-maturity financial assets increased from 120.9 million Saudi riyals on December 31, 2018G to 146.3 million Saudi 
riyals on December 31, 2019G due to the increase in purchases (after deducting the redemption) with value of 25.4 million 
Saudi riyals. The balance remained stable at 146.3 million Saudi riyals as of December 31, 2020G, and the held-to-maturity 
investments settled at 146.2 million Saudi riyals as of September 30, 2021G.

Takaful Operations
Takaful operations include investment in the Ministry of Finance sukuk. Each of them is valued at 4.9 million and are 
allocated to the both business lines of group family takaful and individual family takaful. These investments pay semi-
annual coupons, generate returns of 2.17% and mature on March 23, 2025G.

Shareholders’ Operations
Shareholders’ operations include various investments in the General Authority of Civil Aviation, Bank Albilad, Tasnee and 
the Ministry of Finance in Saudi Riyals fully attributable to the shareholders.

Sukuk of General Authority of Civil Aviation 
The sukuk of General Authority of Civil Aviation, are associated with a major investment with a nominal value of 50.0 million 
Saudi riyals and pays semi-annual coupons, generate a return of 2.5% and matures on January 10, 2022G. On September 
30, 2021G, the book value of the investment reached 50.6 million Saudi riyals.
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Bank Albilad Sukuk
Bank Albilad sukuk are associated with a principal investment with a nominal value of 20.0 million Saudi riyals that pays 
quarterly coupons, and generate a variable return that decreased during this period from 4.8% during the fiscal year 2018G 
to 4.4% during the fiscal year 2019G to 2.9% during the fiscal year 2020G and 2.8% as on September 30, 2021G. The book 
value of this investment reached 20.0 million Saudi riyals, and matures on August 30, 2021G.

Sukuk of National Industrialization Company (Tasnee)
The sukuk of National Industrialization Company are associated with a principal investment with a nominal value of 50.0 
million Saudi riyals that pays annual coupons, and generates a return of 4.0%. This investment matures on May 10, 2019.

Ministry of Finance Sukuk 
The Ministry of Finance Sukuk were acquired as four detailed investments during the fiscal year 2019G with a total nominal 
value of 65.0 million Saudi riyals. During the first half of the fiscal year 2021G, SABB acquired an additional investment in 
the Ministry of Finance sukuk with a nominal value of 20.1 million Saudi riyals.

5.2.13 SABB Takaful’s Prepaid expenses and other assets
Table No. (5.14): Prepaid expenses and other assets during the fiscal years ended on December 31, 2018G, 2019G and 
2020G and during the nine-month period ended on September 30, 2021G

Thousand 
Saudi riyals
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Relevant 
parties’ 
liabilities

440 - 440 220 - 220 552 - 552 2,178 - 2,178

Prepaid 
payments and 
other expenses

403 389 792 549 293 842 3,206 4 3,210 2,102 439 2,541

Total 843 389 1,232 769 293 1,062 3,758 4 3,762 4,280 439 4,719

Source: SABB Takaful’s financial statements

Relevant parties’ liabilities
Relevant parties’ liabilities relate to takaful operations and include balances owed by HSBC. Relevant parties’ liabilities 
decreased from 440 thousand Saudi riyals as on December 31, 2018G to 220 thousand Saudi riyals as on December 31, 
2019G. They continued to increase until they reached 552 thousand Saudi riyals as on December 31, 2020G and 2.2 million 
Saudi riyals as on September 30, 2021G. The change is due to claims on balances owed by relevant parties.

Prepaid payments and other expenses
The prepaid payments and other expenses include medical insurance, support and other expenses paid in advance as 
well as employee advances and income due on deposits and other accounts receivable. The prepaid payments and other 
expenses increased from 792 thousand Saudi riyals as on December 31, 2018G to 3.2 million Saudi riyals as on December 
31, 2020G due to the increase in the dues of Umrah product by 2.2 million riyals. The prepaid payments and other expenses 
decreased to 2.1 million Saudi riyals as of September 30, 2021G, due to the settlement of the Umrah product, and this was 
offset by advances for medical insurance amounting to 900 thousand Saudi riyals.
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5.2.14 SABB Takaful’s Receivables and other liabilities
Table No. (5.15): Receivables and other liabilities during the fiscal years ended on December 31, 2018G, 2019G and 
2020G and during the nine-month period ended on September 30, 2021G
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Accounts 
payable 
and Dues

16,051 1,414 17,465 26,643 2,647 29,290 29,088 3,560 32,648 25,608 1,194 26,802

Relevant 
parties’ 
Claims

1,700 - 1,700 3,244 - 3,244 3,824 - 3,824 3,156 - 3,156

Agents’ 
Accounts 
payable

213 - 213 3,008 - 3,008 5,223 - 5,223 5,512 - 5,512

Total 17,964 1,414 19,378 32,895 2,647 35,542 38,135 3,560 41,695 34,276 1,194 35,470

Source: SABB Takaful’s financial statements

Accounts payable and Dues
Accounts payable and dues include claims owed to customers, due professional fees, and utilities and other expenses. 
Accounts payable and dues increased from 17.5 million Saudi riyals as on December 31, 2018G to 29.3 million Saudi riyals 
as on December 31, 2019G due to an increase in claims payable to customers by 10.0 million Saudi riyals, coupled with 
an increase in tax consultancy fees of 2.0 million Saudi riyals during this period. Accounts payable and dues continued 
to increase until they reached 32.6 million Saudi riyals as of December 31, 2020G, due to an increase in claims payable 
to customers of 2.0 million Saudi riyals coupled with an increase in withholding tax payable by 1.5 million Saudi riyals. 
Accounts payable and dues decreased to 26.8 million Saudi riyals as of September 30, 2021G, mainly due to the settlement 
of payable withholding tax of 3.1 million Saudi riyals.

Relevant parties’ Claims
Relevant parties’ claims relate to amounts owed to the Saudi British Bank and SABB Insurance Agency Limited “SIAL”. 
Relevant parties’ claims increased from 1.7 million Saudi riyals as on December 31, 2018G to 3.2 million Saudi riyals as on 
December 31, 2019G due to the decrease in settlements.

Relevant parties’ claims increased from 3.2 million Saudi riyals as of December 31, 2019G to 3.8 million Saudi riyals as of 
2020G. They decreased to 3.2 million Saudi riyals as of September 30, 2021G due to the decrease in settlements.

Agents’ Accounts payable
Agents’ Accounts payable includes commission owed to agents and intermediaries for premiums sold through indirect 
channels. Agents’ Accounts payable increased from 213,000 Saudi riyals as of December 31, 2018G to 3.0 million Saudi 
riyals. They continued to increase to 5.2 million Saudi riyals as of December 31, 2020G, in line with the increase in the 
percentage of total underwritten insurance premiums from indirect channels from 68.4% during the fiscal year 2018G to 
97.8% during the fiscal year 2020G. The balance of agents’ accounts payable continued to increase to 5.5 million Saudi riyals 
as of September 30, 2021, in line with the increase in the total underwritten insurance premiums and acquisition costs of 
insurance premiums.
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5.2.15 SABB Takaful’s provision for zakat and income tax
Table No. (5.16): The changes in SABB Takaful’s provision for zakat and income tax during the fiscal years ended on 
December 31, 2018G, 2019G and 2020G and the nine-month period ended on September 30, 2021G

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

In the beginning of the year 4,452 6,017 5,778 4,991

Charged during the year 6,017 5,778 4,764 4,446

Amendments made during the previous year - (59) - -

Payments during the year (4,452) (5,958) (5,551) (5,393)

At the end of the year 6,017 5,778 4,991 4,044

Source: SABB Takaful’s financial statements

During the quarter ended on March 31, 2015G, Zakat, Tax and Customs Authority issued the final tax certificates as of 
2008G to 2010G. 

On November 27, 2018G, Zakat, Tax and Customs Authority issued the tax/ zakat assessment as of the year ended on 
December 31, 2011G to 2014G. SABB Takaful raised an objection to the assessment of Zakat, Tax and Customs Authority. 
Zakat, Tax and Customs Authority rejected the objection and SABB Takaful filed an appeal before the General Secretariat 
of Zakat, Tax and Customs Committees (the “Secretariat”). Zakat, Tax and Customs Authority presented its arguments to 
the Secretariat as the claim of SABB Takaful was accepted regarding the costs of underwriting deferred takaful policies. 
The other claims were rejected. SABB Takaful has filed an appeal against this rejection. The appeal is still pending before 
the secretariat, and the secretariat has not set a hearing yet. The management believes that SABB Takaful’s argument is 
strong in the appeal as it relates primarily to matters already resolved in favor of SABB Takaful in previous appeals relating 
to previous assessments (20/10/2007G).

In 2019, Zakat, Tax and Customs Authority issued a tax /zakat assessment for the year ended on December 31, 2018G. SABB 
Takaful raised an objection to the assessment of Zakat, Tax and Customs Authority. The Zakat, Tax and Customs Authority 
examined the claim and issued an amended assessment in April 2020G. Zakat, Tax and Customs Authority, under the 
amended assessment, accepted the SABB Takaful’s argument regarding withholding tax. As for other matters related to 
zakat, SABB Takaful filed an appeal before the Secretariat, whereas the net zakat return amounted to about 900 thousand 
Saudi riyals. The management firmly believes that the SABB Takaful’s argument, in relation to the said appeal, is strong. 

In 2020, the Zakat, Tax and Customs Authority issued the final assessments as of the year ended on December 31, 2015G 
to 2017G. As the assessments are relatively important, SABB Takaful settled the additional zakat liabilities during 2015G 
and 2016G “subject matter of the said objection” and raised another objection to the assessment conducted in 2017G. The 
additional zakat liability for 2017 was 1.9 million Saudi riyals. During April 2021, the Zakat, Tax and Customs Authority issued 
an amended assessment for the fiscal year 2017, in which it partially accepted the appeal filed by SABB Takaful to reduce 
the additional Zakat liability to 259.0 million Saudi riyals. SABB Takaful shall conduct an assessment on the settlement of 
the additional Zakat liability or file an appeal to the Secretariat. 

Zakat, Tax and Customs Authority has started auditing tax/ zakat returns for the two years ended on December 31, 2019G 
and 2020G. The assessments of those fiscal years are still pending. 

Furthermore, during the quarter ended on March 31, 2020, Zakat, Tax and Customs Authority issued an assessment 
in accordance with the tax auditing that was conducted in relation to value added tax (VAT). Zakat, Tax and Customs 
Authority decided, under the aforementioned assessment, to apply a value-added tax of 5% on the fees of the takaful plan 
imposed on life insurance policyholders provided by SABB Takaful in the individual family takaful from January 1, 2018G 
to September 30, 2020G, in addition to late payment penalty in total of 1.68 million Saudi riyals. During the nine-month 
period ended on September 30, 2020G, SABB Takaful took advantage of the “exemption from fines and financial penalties 
initiative” launched by Zakat, Tax and Customs Authority and paid the basic amount of value-added tax, the subject matter 
of the objection, with a value of 970,000 Saudi riyals. Upon payment, Zakat, Tax and Customs Authority waived the late 
payment penalties amounting to 710,000 Saudi riyals. 

In response thereto, on September 18, 2020G, SABB Takaful submitted an objection letter through the portal of Zakat, Tax 
and Customs Authority, to object to the issued SADAD invoices. Along with such letter, SABB Takaful made the payment, 
subject matter of the objection to settle all invoices issued by Zakat, Tax and Customs Authority. On July 13, 2020G, a 
response was received from Zakat, Tax and Customs Authority rejecting the objection stated in the letter of objection. 
On August 10, 2020G, SABB Takaful filed an appeal to the General Secretariat of Zakat, Tax and Customs Committees (the 
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“Secretariat”). A hearing was scheduled on May 24, 2021G, before the Tax Committee for Resolution of Tax Violations and 
Disputes affiliate with the General Secretariat of Zakat, Tax and Customs Committees as SABB Takaful’s appeal to cancel 
the assessment, was dismissed. The reason for making the decision in favor of Zakat, Tax and Customs Authority, is not yet 
known, and the minutes of the meeting and the decision shall be announced soon. After the announcement of the decision, 
SABB Takaful shall file a second level appeal (before any Tax Committee for Resolution of Tax Violations and Disputes) within 
the schedule and may also consider the option of holding an Alternative Dispute Resolution (ADR) discussion.

5.2.16 SABB Takaful’s Claims
Table No. (5.17): Claims submitted during the fiscal years ended on December 31, 2018G, 2019G and 2020G and during 
the nine-month period ended on September 30, 2021G

Thousand Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Family takaful outstanding claims

Outstanding claims reserves 18,988 17,725 32,254 27,230

Unreported incurred claims reserves and other 
reserves 20,337 21,767 26,824 42,545

General takaful outstanding claims

Outstanding claims reserves 27,302 16,669 24,374 45,015

Unreported incurred claims reserves and other 
reserves 4,559 6,129 9,559 16,470

Total outstanding claims 71,186 62,290 93,011 131,260

Source: SABB Takaful’s financial statements

Family takaful outstanding claims

Outstanding claims reserves
The reserves of family takaful outstanding claims include group family takaful and individual family takaful. The reserves of 
outstanding takaful claims decreased from 19.0 million Saudi riyals as on December 31, 2018G to 17.7 million Saudi riyals as 
on December 31, 2019G due to settling a claim amounting to 3.0 million Saudi riyals that was outstanding during the same 
period. The outstanding claims reserves increased to 32.3 million Saudi riyals as of December 31, 2020G due to the increase 
in due death claims related to group family takaful and individual family takaful and due disability accidents claims related 
to group family takaful. The outstanding claims reserves decreased to 27.2 million Saudi riyals as on September 30, 2021G, 
due to the decrease in outstanding death claims.

Unreported incurred claims reserves and other reserves
The unreported incurred claims reserves and other reserves relate to the valuation of claims that are expected to be 
reported subsequent to the statement of financial position date, and in which the Insurable event occurred prior to the 
statement of financial position date. The primary method used by SABB Takaful in evaluating the cost of reported claims 
and unreported incurred claims, is to use past claim settlements to forecast future claim settlements.

General takaful outstanding claims

Outstanding claims reserves
The outstanding claims reserves related to general takaful decreased from 27.3 million Saudi riyals as on December 31, 
2018G to 16.7 million Saudi riyals as on December 31, 2019G, due to a reduction in fire claims by 12.5 million Saudi riyals, 
offset by the increase in damage claims by 1.4 million Saudi riyals. The outstanding claims reserves increased to 24.4 million 
Saudi riyals as of December 31, 2020G, due to the increase in fire and cash embezzlement claims, amounting to 7.2 million 
Saudi riyals. The outstanding claims reserves increased to 45.0 million Saudi riyals as on September 30, 2021G, due to the 
fire accident occurred in Olayan Food Services Co., with a value of 36.9 million Saudi riyals.
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Unreported incurred claims reserves and other reserves
The unreported incurred claims reserves and other reserves relate to the valuation of claims that are expected to be 
reported subsequent to the statement of financial position date, and in which the Insurable event occurred prior to the 
statement of financial position date. The primary method used by SABB Takaful in evaluating the cost of reported claims 
and unreported incurred claims, is to use past claim settlements to forecast future claim settlements.

5.2.17 Takaful activities reserve of SABB Takaful
Table No. (5.18): The changes in takaful activities reserve of SABB Takaful during the fiscal years ended on December 
31, 2018G, 2019G and 2020G and the nine-month period ended on September 30, 2021G

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Balance in the beginning of the year 381,038 352,115 376,834 406,636

Changes in reserve during the year (17,983) (4,610) 16,378 11,831

Costs of takaful plan participants (15,003) (16,174) (16,796) (14,027)

Net change in the fair value of investments 4,064 45,503 30,220 49,950

Balance at the end of the year 352,115 376,834 406,636 454,390

Source: SABB Takaful’s financial statements

Takaful Activities Reserve
The changes in the takaful activities reserve relate to the individual savings product. The reserve is calculated according 
to the value of the fund units for each single contract on the valuation date, in addition to the technical provisions to 
cover the protection elements. Accordingly, the investments of Takaful operations of which 100% are held by SABB Takaful, 
are covered by Takaful activities reserve. Growth during such period is increased with the value of the underwritten 
contributions according to the individual family takaful business line, reduced by the reinstatement and maturity of 
policies, subject to a change in the fair value of the underlying investment funds and reduced by takaful policyholders’ fees 
that SABB Takaful deducts from policyholders for various activities (acquisition, death rate, policy management, services 
and credit increase etc.). 

5.2.18 Solvency analysis of SABB Takaful
Table No. (5.19): Solvency analysis conducted on December 31, 2018G, 2019G and 2020G and September 30, 2021G.

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Permitted Assets

Takaful policyholders (general and health 
takaful) 54,129 43,469 84,312 96,711

Takaful policyholders (Protection and saving) 126,488 94,539 161,946 119,991

Permitted Assets - Shareholders 304,037 350,459 328,999 299,574

Other permitted assets that cover the minimum 
margin requirement - - - -

Total Permitted Assets 484,654 488,467 575,257 516,276

Liabilities 

Takaful policyholders’ liabilities (general and 
health takaful) 52,203 49,449 100,572 99,818

Takaful policyholders’ liabilities (Protection and 
saving) 429,043 488,614 538,321 574,846

Liabilities - Shareholders 10,957 34,857 44,819 236
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Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Minus: Liabilities that can be excluded from the 
minimum margin requirement (309,743) (376,834) (406,636) (454,390)

Total Liabilities 182,460 196,086 277,076 220,510

Net permitted Assets 

Net takaful policyholders’ permitted assets 
(general and health) before amendment 1,926 (5,980) (16,260) (3,107)

Net takaful policyholders’ permitted assets 
(protection and saving) before amendment (302,555) (394,075) (376,375) (454,855)

Net permitted assets - shareholders before 
amendment 293,080 315,602 284,180 299,338

Permitted amendments, additions and 
exemptions 309,743 376,834 406,636 454,390

Total Net permitted Assets 302,194 292,381 298,181 295,766

Margin requirement for general and health 
takaful 2,036 3,120 5,292 19,221

Margin requirement for protection and saving 
takaful 32,161 40,191 44,505 40,290

Total Margin requirement 34,197 43,311 49,797 59,511

Minimum Capital 100,000 100,000 100,000 100,000

Total Minimum Margin Requirement 100,000 100,000 100,000 100,000

The surplus (minus) of the net permitted assets 
above the minimum margin requirement 202,194 192,381 198,181 195,766

Key Performance Indicators 

Surplus ratio 202% 192% 198% 195%

Source: SABB Takaful’s financial statements

SABB Takaful has maintained an increase in the net permitted assets above the minimum solvency margin requirement 
throughout this period.

The total net permitted assets of SABB Takaful are above the minimum solvency margin requirement throughout this 
period. The surplus decreased from 202.2 million Saudi riyals as on December 31, 2018G to 192.4 million Saudi riyals as on 
December 31, 2019G, mainly due to the increase in total liabilities (+13.6 million Saudi riyals) offset by the increase in total 
assets by (+ 3.8 million Saudi riyals) 

The surplus net permitted assets increased to 198.2 million Saudi riyals as of December 31, 2020G, in line with the increase 
in the policyholders’ operations (general and protection) during the fiscal year 2020G. 

The surplus net permitted assets decreased from 198.2 million Saudi riyals as on December 31, 2020G to 195.8 million Saudi 
riyals as on September 30, 2021G. It is worth noting that SABB Takaful maintained a high level of balances such as balances 
with banks, Murabaha and short-term deposits with a relatively low return.
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5.2.19 SABB Takaful’s cash flows statement 

Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Cash flows of operating activities

Net income/ (loss) before the distribution of 
the dividends, and before the deduction of 
zakat and tax

1,056 (19,098) (26,538) 7,098

Amortization 610 869 763 570

Depreciation 83 71 67 8

Sukuk Income (4,237) (3,826) (4,017) (3,135)

Amortization of Sukuk dividends - 34 40 30

Amortization of sukuk deductions - - (5) (4)

Reversal of reduction in the value of/ 
(impairment expenses) of Retakaful 
contributions and accounts receivable

504 (2,054) 865 139

Provision for employees’ end of service gratuity 885 1,206 1,457 1,414

Total adjustments for non-cash items 1,099 (22,798) (27,368) 6,120

Changes in operating assets and liabilities:

Net Retakaful contributions and accounts 
receivable 1,342 (11,702) (18,854) (7,491)

Short-term deposits - (66,277) (54,068) 24,887

Retakaful (Retrocession) ceded of unearned 
takaful contributions 3,833 (3,977) (14,581) 9,238

Retakaful (Retrocession) ceded of outstanding 
claims 8,352 10,086 (26,350) (35,347)

Costs of underwriting deferred takaful policies (195) (966) (1,962) 1,448

Available-for-sale Financial assets 28,922 (31,105) (29,752) (47,954)

Prepaid expenses and other assets 506 170 (2,700) (957)

Receivables and other liabilities 668 23,904 6,153 (6,225)

Retakaful operators’ credit balances (2,694) 9,984 9,150 (12,309)

Unearned contributions (4,824) 6,138 18,580 (12,403)

Retakaful Operators’ Unearned Commission (265) (380) 2,812 (1,562)

Total outstanding claims (12,343) (8,896) 30,721 38,249

Unexpired risks reserve (2,540) 2,898 2,947 (6,086)

Non-unit reserve 1,268 891 1,137 (7,039)

Takaful Activities Reserve (28,922) 24,719 29,802 47,754

Total changes in operating assets and 
liabilities (7,991) (67,311) (74,333) (9,677)

End of service gratuity paid to Employees (3,098) (857) (1,411) (681)

Paid Zakat and income tax (4,452) (5,958) (5,551) (5,393)

Net cash (spent in)/ generated from the 
operating activities (15,541) (74,126) (81,295) (15,751)

Cash flows of investing activities

Entitlements of held-to-maturity financial assets 17,000 50,000 - (20,076)

Purchase of held-to-maturity investments - (75,209) - 20,000
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Thousands Saudi riyals
As on December 

31, 2018G
(Audited)

As on December 
31, 2019G
(Audited)

As on December 
31, 2020G
(Audited)

As on September 
30, 2021G

(Unaudited)

Received Sukuk Income 4,202 3,528 3,100 3,304

Purchase of intangible assets (741) (1,226) (576) -

Net cash (spent in)/ generated from investing 
activities 20,461 (22,907) 2,524 3,228

Net change in cash and cash equivalents 4,920 (97,033) (78,771) (12,523)

Cash and cash equivalents in the beginning of 
the year 239,099 244,019 146,986 68,215

Cash and cash equivalents at the end of the 
year 244,019 146,986 68,215 55,692

Non-cash supplemental information:

Net change in the fair value of available-for-sale 
investments 4,064 45,503 30,220 49,950

Net change in the fair value of available-for-sale 
investments in local equity shares 0 649 (50) 199

Source: SABB Takaful’s financial statements

Net cash (spent in)/ generated from the operating activities
Net cash (spent in)/ generated from the operating activities represents the change in SABB Takaful’s working capital during 
these periods.

During the fiscal year 2018G, Net cash spent in the operating activities reached 15.5 million Saudi riyals, mainly due to 
claims settlement, coupled with employees’ end of service gratuity and income tax paid during this year. During the fiscal 
years 2019G and 2020G, the net cash spent in the operating activities reached 74.1 million Saudi riyals and 81.3 million 
Saudi riyals, respectively, due to the increase in short-term deposits.

During the nine-month period ended on September 30, 2021G, the net cash generated from operating activities reached 
15.8 million Saudi riyals due to the maturity of short-term deposits, and this was also offset by an increase in contributions 
receivable and settlements of balances due to Retakaful companies.

Net cash (spent in)/ generated from investing activities
The change in net cash (spent in)/ generated from investing activities mainly relates to the purchase or redemption of 
investments, received Sukuk Income, and the purchase of intangible assets.

During the fiscal year 2018G, the net cash generated from investing activities reached 20.5 million Saudi riyals in the fiscal 
year 2018G, mainly due to the entitlements of held-to-maturity assets (Power and Water Utility Company for Jubail and 
Yanbu Sukuk (MARAFIQ) and the Sukuk of Saudi Hollandi Bank (Alawwal Bank)).

During the fiscal year 2019G, the net cash spent in investing activities reached 22.9 million Saudi riyals due to the purchase 
of held-to-maturity assets with a value of 75.2 million Saudi riyals, and this was offset by the entitlements of held-to-
maturity assets amounting to 50.0 million Saudi riyals.

During the fiscal year 2020G, the net cash generated from investing activities primarily relates to sukuk income. The net 
cash spent in investing activities reached 2.5 million Saudi riyals.

During the nine-month period ended on September 30, 2021G, the net cash spent in investing activities primarily relates 
to the entitlements of held-to-maturity assets. The net cash spent in investing activities reached 3.2 million Saudi riyals.
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6 
Legal Information

6.1 Acknowledgments of the board of directors of Walaa Insurance 
Company

The board of directors of Walaa Insurance Company acknowledges the followings:

1. That the Merger Transaction does not violate the relevant laws and regulations in the Kingdom of Saudi 
Arabia. 

2. The issuance does not violate any of the contracts or agreements to which Walaa Insurance Company is a 
party.

3. This section includes all the essential legal information related to the documents of the Merger Transaction, 
which the shareholders of Walaa Insurance Company shall take into consideration to vote due diligence 
knowledge.

4. There is no other essential legal information in this section, the omission of which shall make the other data 
misleading and ambiguous.

The board of directors of Walaa Insurance Company consider that the Merger Transaction, which is the subject of 
this circular, is fair and reasonable, after exerting the necessary professional care as they see fit under the prevailing 
circumstances and with the assistance of their advisors and after taking into consideration the market situation on the date 
of publication of this circular and the future growth opportunities of the merging company and the expected benefits from 
the Merger Transaction and also after acting on the opinion of AlJazira Capital Company (“AlJazira Capital”) on 23/07/1443H 
(corresponding to 24/02/2022G) (a copy thereof is attached entitled “Annex No. (3)” to this circular) that according to the 
assumptions set out in such opinion, the exchange ratio agreed under the Merger Agreement is financially fair. As the board 
of directors of Walaa Insurance Company see that the Merger Transaction is in the interest of Walaa Insurance Company and 
its shareholders, and therefore they unanimously recommend the to ratify the decision of the Merger Transaction. It is also 
worth noting that all Board of Directors Members of Walaa Insurance Company, who shall vote during the extraordinary 
general assembly meeting of Walaa Insurance Company, shall approve the Merger Transaction. However, it is worth noting 
that the Board of Directors Members of Walaa Insurance Company did not take into account the individual investment 
objectives or the circumstances of each shareholder separately, and due to the different situations and circumstances of 
each shareholder, the Board of Directors Members of Walaa Insurance Company confirm on the need of Walaa Insurance 
Company shareholders to obtain Independent professional consultancy of a financial advisor licensed by the Capital 
Market Authority in the event of doubt about an issue related to the Merger Transaction. Shareholders shall also rely on 
their review of the Merger Transaction to ensure the adequacy of the Merger Transaction according to the information set 
out in this circular and their financial conditions. 

6.2 Legal Wording of the Merger Transaction
The Merger Transaction shall be executed in accordance with Articles (191), (192) and (193) of the Companies Law 
and sub-paragraph (1) of paragraph (a) of Article (49) of the Merger and Acquisition Regulations. After fulfilling the 
preconditions mentioned in the Merger Agreement and summarized in Section 6.4.4 of this Circular and completing the 
Merger Transaction in accordance with the schedule set out in Section (“Important Dates and milestones of the Merger 
Transaction”), all SABB Takaful’s assets and its liabilities shall be transferred to Walaa Insurance Company which shall, in 
return, issue new shares to the shareholders of SABB Takaful Company registered in the shareholders’ register at the end of 
the second trading period after the effectiveness of the Merger Transaction decision.

After the effectiveness of the Merger Transaction decision (i.e., the expiry of the creditors’ objection to the Merger 
Transaction, which shall continue for a period of (30) days from the date of publishing the decisions of the extraordinary 
general assembly approving the Merger Transaction or settling all the creditors’ objections to the Merger Transaction 
(whichever comes later) in accordance with the provisions of Article (193) From the Companies Law), the Walaa Insurance 
Company shall continue its activity, while the SABB Takaful shall be closed and all its shares shall be canceled and its 
commercial registration with the Ministry of Commerce shall be written off in accordance with Articles (191), (192) and 
(193) of the Companies Law. 
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Due to the Merger Transaction, the SABB Takaful’s shareholders shall receive 0.6005476176470590 shares in Walaa Insurance 
Company for each share they own in SABB Takaful. This means that Walaa Insurance Company shall issue (20,418,619) new 
ordinary shares to SABB Takaful’s shareholders. Such new shares shall be issued by increasing the capital of Walaa Insurance 
Company from six hundred and forty-six million three hundred and ninety-seven thousand and sixty (646,397,060) Saudi 
riyals to eight hundred and fifty million five hundred and eighty-three thousand two hundred and fifty (850,583,250) Saudi 
riyals by increasing the number of issued shares of the Walaa Insurance Company from sixty-four million six hundred 
and thirty-nine thousand seven hundred and six (64,639,706) shares to eighty-five million and fifty-eight thousand three 
hundred and twenty-five (85,058,325) shares. 

A summary of the legal wording of the Merger Transaction is stated below, noting that both companies shall continue to 
use their names and trademarks during the execution of the merger:

Prior to Completion of the Merger Transaction

SABB Takaful
Company shareholders

100%100%

Walaa Insurance
Company shareholders

After Completion of the Merger Transaction

Shall cease to exist*

*After deregistering SABB Takaful Company

(Merging Company)

75.99% 24.01%

SABB Takaful
Company shareholders

Walaa Insurance 
Company shareholders

6.3 Required approvals to complete the Merger Transaction

6.3.1 Government approvals
The Merger Transaction requires obtaining a number of government approvals, which are as follows:

 x Obtaining Non-objection Certificate from the General Authority for Competition to the economic 
concentration resulting from the Merger Transaction. The company obtained the Non-objection Certificate 
from the General Authority for Competition on 18/08/1443H (corresponding to 21/03/2022G).

 x Obtaining the approval of the Saudi Central Bank on the Merger Transaction and increasing the capital of 
Walaa Insurance Company The Saudi Central Bank’s approval was obtained on 02/01/1444H (corresponding 
to 31/07/2022G).

 x Obtaining the approval of Saudi Stock Exchange to list the shares issued to the shareholders of the SABB 
Takaful in accordance with the process of increasing the capital of the Walaa Insurance Company. The 
approval of Saudi Stock Exchange was obtained on 11/01/1444H (corresponding to 09/08/2022G).

 x Obtaining the approval of the Capital Market Authority on the request to increase the capital of Walaa 
Insurance Company and publishing the offer document. The approval of Capital Market Authority was 
obtained on 12/01/1444H (corresponding to 10/08/2022G).

 x Obtaining the approval of the Capital Market Authority to invite the extraordinary general assembly of 
Walaa Insurance Company and SABB Takaful - each separately - regarding the Merger Transaction. 
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6.3.2 The approval of Extraordinary General Assembly
One of the conditions for completing the Merger Transaction is to obtain the approval of the Extraordinary General 
Assembly by a majority of no less than three quarters of the shares represented in the Extraordinary General Assembly 
meeting of Walaa Insurance Company and SABB Takaful, on the following decisions:

1. The approval of the Extraordinary General Assembly of Walaa Insurance Company for the Merger Transaction 
and other related decisions, which is to vote on the capital increase in accordance with the terms and 
conditions of the Merger Agreement (which is detailed in Section 6.4 of this circular), and approval of 
the proposed amendments to the bylaws of Walaa Insurance Company related to the Merger Transaction 
(detailed in Annex No. 5 of this Circular), and approving the authorization of the Board of Directors of Walaa 
Insurance Company or any person authorized by the its Board of Directors to issue any decision or take 
any action that may be necessary to implement any of the aforementioned decisions related to the Merger 
Transaction. 

2. The approval of the Extraordinary General Assembly of SABB Takaful for the Merger Transaction and other 
related decisions, which is to vote on the offer submitted by Walaa Insurance Company in accordance with 
the terms and conditions of the Merger Agreement (which are detailed in Section No. 6.4 of this circular), 
and to authorize the Board of Directors of SABB Takaful , or any person authorized by its Board of Directors 
of, to issue any decision or take any action that may be necessary to implement any of the decisions related 
to the Merger Transaction. 

Walaa Insurance Company shall submit to the Capital Market Authority a request to invite the Extraordinary General 
Assembly after publishing this circular, and after obtaining the approval of the Capital Market Authority to hold the 
Extraordinary General Assembly. Walaa Insurance Company shall publish the invitation to the meeting of the Extraordinary 
General Assembly, which shall be held after (21) days at least from the publication date of the invitation. 

The meeting of the Extraordinary General Assembly of Walaa Insurance Company shall be valid if attended by shareholders 
representing at least half of the capital of Walaa Insurance Company If this quorum is not completed in the first meeting, 
the second meeting of the Extraordinary General Assembly shall be held one hour after the end of the period specified 
for convening the first meeting, provided that the invitation to hold the first meeting includes a statement that a second 
meeting can be held one hour after the end of the period set for the first meeting in case the quorum is not reached. The 
second meeting of the Extraordinary General Assembly shall be valid if attended by shareholders representing at least one 
quarter of the capital of the Walaa Insurance Company If the necessary quorum is not completed in the second meeting, 
Walaa Insurance Company shall submit a request to the Capital Market Authority to obtain its approval to hold a third 
meeting of the Extraordinary General Assembly after a period of no less than (21) days from the date of publishing the 
previous invitation. The third meeting will be valid regardless of the number of shares represented therein. 

All shareholders registered in the shareholder register of Walaa Insurance Company, at the end of trading on the day of 
the extraordinary general assembly meeting related to the Merger Transaction, are entitled to attend the assembly. Any 
shareholder shall be able to attend in person and vote on the agenda items, or delegate another person to attend and 
vote on his behalf in accordance with the relevant procedures, whether this person is a shareholder in a Walaa Insurance 
Company or otherwise, provided that this person is not a member of the Board of Directors of Walaa Insurance Company 
or any of its employees. The power of attorney shall be in writing and signed by the authorized shareholder and certified 
by the Chamber of Commerce or by one of the authorized persons from the Capital Market Authority, the Notary Public 
or the persons authorized to do notary work. The attorney shall present the original attested power of attorney upon his 
attendance on the day when the Extraordinary General Assembly are held, in addition to the original national ID, passport, 
or a legal residency permit. Shareholders shall also be able to vote remotely (electronically) on the items of the extraordinary 
general assembly agenda related to the Merger Transaction. Electronic voting shall be available at least (3) days before the 
date of the Extraordinary General Assembly, and the dates, on which electronic voting will be available, shall be specified 
within the invitation to convene the Extraordinary General Assembly.

The Merger Transaction decision shall be approved during the Extraordinary General Assembly of Walaa Insurance 
Company, if the approval decision is issued by a majority of three quarters of the shares represented in the meeting 
(whether in person or by attorney). The shareholder who owns shares in both Walaa Insurance Company and SABB Takaful 
shall be not entitled to vote on the Merger Transaction decisions except through the extraordinary general assembly of 
one of the two companies. The votes in the extraordinary general assemblies are calculated on the basis of one vote per 
share, and the shareholder who does not attend the extraordinary general assembly of the Merger Transaction, whether in 
person, by an attorney or electronically, shall lose his right to vote on the decisions of the assembly.

Shareholders wishing to vote electronically can do so through (“Tadawulaty”) a service provided by the Saudi Stock 
Exchange, provided that the shareholders have registered in the (“Tadawulaty”) service, noting that registration and voting 
in the services (“Tadawulaty”) is free for all shareholders. For more information, please visit the following link: http://login.
tadawulaty.com.sa/ir/user/login.xhtml?lang=ar
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6.3.3 Creditors objection period
According to the provisions of Article (193) of the Companies Law, the creditors of SABB Takaful shall be entitled to object 
to the Merger Transaction during the creditor’s objection period, which extends for a period of (30) days from the date 
of publishing the decisions of the extraordinary general assembly approving the Merger Transaction. Accordingly, after 
the approval of the Extraordinary General Assembly of both companies on the merger deal, Walaa Insurance Company 
and SABB Takaful Company will publish the decisions of the Extraordinary General Assembly, and this announcement 
will indicate the right of SABB Takaful’s creditors to object to the Merger Transaction by sending a registered letter to the 
headquarters of SABB Takaful, within (30) days from the date of publishing the decisions of the extraordinary general 
assembly relating to the Merger Transaction. 

The Merger Transaction decision shall be effective after the lapse of (30) days from its announcement, if there is no existing 
objection raised by any of SABB Takaful’s creditors to the Merger Transaction. If any of the creditors raised their objections 
within the aforementioned period, the Merger Transaction shall be suspended until the creditors withdraw their objection 
or until SABB Takaful fulfills the debt if it is payable immediately, or Walaa Insurance Company or SABB Takaful provides 
sufficient guarantee to pay it on its time if It is payable later. 

6.4 All contracts and agreements related to the Merger Transaction
The Board of Directors of Walaa Insurance Company and the Board of Directors of SABB Takaful entered into a merger 
agreement on 23/07/1443H (corresponding to 24/02/2022G), (hereinafter referred to as “Merger Agreement” or the 
“Agreement”). This agreement included particular conditions for the implementation of the Merger Transaction in 
accordance with the measures, procedures, and exchange ratio specified in this circular, in addition to certain undertakings 
and guarantees by the management of the two companies. Therefore, the Merger Transaction shall be subject to the terms 
set out in the Merger Agreement. A summary of the main terms and conditions set out in the Merger Agreement, is stated 
below:

6.4.1 Agreement to complete the Merger Transaction 
Both Walaa Insurance Company and SABB Takaful have agreed to complete the Merger Transaction between them in 
accordance with the terms set forth in the Merger Agreement and the applicable rules and regulations, and to deal in good 
faith to apply all conditions and accomplish of all work necessary to complete the Merger Transaction. Each party agreed 
to do all the work and obtain licenses and approvals necessary to complete the aforementioned Merger Transaction, and 
accordingly it was agreed between Walaa Insurance Company and SABB Takaful on the following: 

A. In consideration of the SABB Takaful’s undertakings stipulated within the Merger Agreement, Walaa 
Insurance Company undertook to prepare the offer document, Shareholders’ Circular and all the documents 
and requests necessary to increase its capital (as detailed in Section No. 6.3 of this circular). The Board of 
Directors of Walaa Insurance Company shall also invite the Extraordinary General Assembly to convene - 
after fulfilling all the preconditions (as detailed in Section No. 6.4 of this circular) - to approve, by a majority 
of not less than three quarters of the shares represented in the Extraordinary General Assembly, the Merger 
Transaction and other related decisions, which is to vote on the capital increase in accordance with the 
terms and conditions of the Merger Agreement (which is detailed in Section 6.4 of this circular), vote on 
the proposed amendments to the bylaws of Walaa Insurance Company related to the Merger Transaction 
(detailed in Annex No. 5 of this Circular), and vote on the authorization of the Board of Directors of Walaa 
Insurance Company or any person authorized by the its Board of Directors to issue any decision or take 
any action that may be necessary to implement any of the aforementioned decisions related to the Merger 
Transaction. 

B. In consideration of the undertakings of Walaa Insurance Company set forth in the Merger Agreement, SABB 
Takaful undertakes – provided that all the preconditions stipulated in the Merger Agreement detailed in 
Sections Nos. 6.4.4 and 6.4.18 of this Circular and provided that Walaa Insurance Company publishes this 
circular – to adhere to the schedule of the Merger Transaction through: 

 - Publication of the SABB Takaful Board of Directors’ circular containing the recommendation of the SABB 
Takaful’s Board of Directors to approve the Merger Transaction; and

 - Inviting the Extraordinary General Assembly of SABB Takaful to convene in purpose of voting, by a 
majority of no less than three quarters of the shares represented in the Extraordinary General Assembly 
meeting, on the Merger Transaction and other related decisions, which is to vote on the offer submitted 
by Walaa Insurance Company in accordance with the terms and conditions of the Merger Agreement 
(which is detailed in Section 6.4 of this Circular) and authorizing the SABB Takaful’s Board of Directors, or 
any person authorized by the SABB Takaful’s Board of Directors, to issue any decision or take any action 
that may be necessary to implement any of the decisions relating to the Merger Transaction.
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6.4.2 Guarantees and Undertakings
A. Walaa Insurance Company undertakes and confirms to SABB Takaful, that the guarantees and undertakings, 

which are detailed in Section No. 6.4.2 of this circular, and with the exception of those matters that were 
disclosed by Walaa Insurance Company in the disclosure letter and/ or in the additional disclosure letter 
exchanged between the two companies, in accordance with the provisions detailed in Section 6.4.3 of this 
circular, are true, accurate and not ambiguous and do not include any false information or omission to 
mention any facts, information, circumstances or foreseeable events that would affect the desire of SABB 
Takaful (objectively). ) to continue with the Merger Transaction.

B. SABB Takaful undertakes and confirms to Walaa Insurance Company , that the guarantees and undertakings, 
which are detailed in Section No. 6.4.2 of this circular, and with the exception of those matters that were 
disclosed by SABB Takaful in the disclosure letter and/ or in the additional disclosure letter exchanged 
between the two companies, in accordance with the provisions detailed in Section 6.4.3 of this circular, 
are true, accurate and not ambiguous and do not include any false information or omission to mention 
any facts, information, circumstances or foreseeable events that would affect the desire of Walaa Insurance 
Company (objectively) to continue with the Merger Transaction.

As per the foregoing, the following guarantees and undertakings were mutually interchanged between Walaa Insurance 
Company and SABB Takaful:

6.4.2.1 Guarantees and undertakings related to the Walaa Insurance Company and 
SABB Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following: 

 x It is a registered joint stock company and its shares are listed in the Saudi Stock Exchange. 

 x It carries out its activity taking into account the laws and regulations in force in the Kingdom of Saudi 
Arabia, especially the regulations of the Saudi Central Bank, and that it has obtained the necessary license 
to conduct cooperative insurance business in the Kingdom of Saudi Arabia, and this license is still valid and 
effective on the date of signing the Merger Agreement. 

 x That it has not been declared bankrupt or any of its subsidiaries has been declared bankrupt and/ or no 
bankruptcy proceedings have been conducted against it and/ or any of its subsidiaries.

 x The Chairman of its Board of Directors has been authorized and he has the necessary powers to sign 
the Merger Agreement, fulfil the business requirements and deals stipulated in the Merger Agreement. 
Furthermore, signing the Merger Agreement and completing the works stipulated in the said agreement 
were approved by Walaa Insurance Company and SABB Takaful. The provisions of the Merger Agreement 
shall be binding on Walaa Insurance Company and SABB Takaful. 

 x Signing the Merger Agreement and the completion of the Merger Transaction shall not be restricted to 
fulfilling any condition and/ or approval of any third party or governmental authority except for those 
expressly provided for in the Merger Agreement and which are detailed in Section 6.4.4 of this Circular. 

 x Signing the Merger Agreement shall not intrinsically constitute a breach of any regulations and/ or any 
binding contractual provisions. 

 x It shall not issue any securities or shares to any third party, except for securities or shares required for the 
purposes of completing the Merger Transaction (i.e. the issue of consideration shares according to the 
exchange ratio). 

 x The disclosed documents (including the Articles of Association, Bylaws, licenses and permissions) are, at the 
date of signing the Merger Agreement, true, valid and not ambiguous. 

6.4.2.2 Guarantees related to the financial documents of Walaa Insurance Company 
and SABB Takaful:
 x Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and 

confirmed to Walaa Insurance Company all of the following: 

 x Its accounts and financial documents have been prepared in accordance with the general accounting 
principles in force in the Kingdom of Saudi Arabia. 

 x The value of its fixed assets as shown in its financial documents is the lowest value after calculating the 
depreciation value. 

 x On the agreed accounting date (30/09/2021G), the inventory owned and used in its business (if any), which 
is duplicate or unused, has been written off from the financial statements, and the Slow-moving assets have 
been written off, and the remaining assets (if any) are stated at their minimum and net realizable value.
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 x It has the necessary reserves to cover its liabilities in accordance with the regulations in force. 

 x The financial statements do not include any unusual or recurring items.

 x The submitted financial documents reflect the burdens in a comprehensive, accurate and non-misleading 
manner as on the agreed accounting date (30/09/2021G).

 x The submitted financial documents reflect financial outcomes in a comprehensive, accurate and non-
misleading manner as on the agreed accounting date (30/09/2021G).

 x The submitted financial documents reflect the status of liabilities and burdens in a comprehensive, accurate 
and non-misleading manner as on the agreed accounting date (30/09/2021G). 

 x It has continued to carry out its business in a normally since the agreed accounting date (30/09/2021G), and 
that (a) it did not suffer from any event that had a negative essential impact on its business; (b) it did not 
purchase any fixed assets or sell any of its assets except that is within the normal course of its business; (c) 
it has not incurred any burdens or waived any rights or essential claims of any kind; (d) it has not written off 
any assets with a total value exceeding a total amount of three million (3,000,000) Saudi riyals; (e) it has not 
any capital burdens, whose value exceeds a total amount of five million (5,000,000) Saudi riyals, or the total 
of which exceeds a total amount of ten million (10,000,000) Saudi riyals; (f ) it has not borrowed any amounts 
of more than a total amount of million (1,000,000) Saudi riyals that have not been fully paid; (g) it has not 
increased the dues, salaries or bonuses due to any of its employees, or has not made any amendment to 
the employees’ remuneration and incentive program, except for what is within its normal business; (h) it did 
not make any amendment to the work or accounting systems or create any new system for the employees’ 
remuneration; (h) it did not amend the terms of dealing with clients; (i) otherwise the normal scope of 
business, it did not terminate or receives notice of termination or any essential amendment of the existing 
contractual relation with any of the major clients or suppliers with whom it deals in the ordinary course of 
its business; (j) it has not made any essential amendment to its accounting policy; (k) it has not made any 
essential amendment to its tax policy or procedures, including how bad debts or reserves are calculated; (l) 
it did not refrain from purchasing or postpone the purchase of any equipment or assets necessary for the 
purposes of its normal day-to-day business; (m) it did not undertake to amend or agree to amend the terms 
and conditions of its regular dealings with its clients; (n) it did not make any amendment to the terms of its 
insurance products; (o) it did not undertake in writing or orally to do any of the aforementioned matters; 
and (p) it did not sign any agreement aimed at writing off or excluding any of its assets or debts from its 
financial statements as on the date of signing the Merger Agreement. 

 x Its financial documents accurately and comprehensively show all of its assets and liabilities as on the agreed 
accounting date (30/09/2021G) and that it did not enter into any transactions or sign any covenants that 
would exploit any of its assets or burdens. 

6.4.2.3 Guarantees related to the assets of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x It owns all of its assets and there are no restrictions imposed on its ownership of those assets, and there are 
no mortgages or liens on any of them. 

 x It is fully entitled to dispose of the assets and properties necessary to carry out its activities normally without 
any burdens or restrictions of any kind. 

 x It is not a party to any lease agreement related to any of its assets whose value exceeds a total amount of 
five hundred thousand (500,000) Saudi riyals. 

 x It operates its centers and offices under valid lease contracts, which are not subject to any judicial disputes. 

6.4.2.4 Guarantees related to the burdens of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company that it has not incurred any burdens arising from the following:

 x Guarantees, indemnities, warrants or similar liabilities that exist or may result from any previous covenants, 
except as disclosed in the disclosure letter and/ or additional disclosure letter.

 x Guarantees or undertakings, except those required by law and resulting from ordinary dealings. 

 x Any shareholders’ claims or by any other person or company associated with the shareholders, including 
financial claims relating to borrowed funds etc., notwithstanding the provisions due to executive directors 
under employment contracts signed with them, their terms of employment or insurance policies with 
preferential terms that benefit the aforementioned executive directors. 
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 x Any financial liabilities owed to a third party, including banks and financial institutions, except for what has 
been disclosed. 

 x Any property or rights to property, including lease rights. 

 x Any shares, debt securities or other securities. 

 x Any amounts owed to third parties.

Walaa Insurance Company further undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to 
Walaa Insurance Company that on the date of the Merger Agreement:

 x There are no outstanding and unpaid debts, and that

 x The required reserve has been generated to cover outstanding debts including wages payable to employees.

6.4.2.5 Guarantees related to the tax dues of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company that it has done, accurately and within the statutory period, all of the following: 

 x Keeping and archiving the tax and zakat documents submitted by it and it submitted the zakat tax 
declarations on their due date. 

 x Paying all tax dues on time.

 x Declaring all taxable activities.

Walaa Insurance Company further informed SABB Takaful, which, in return, informed Walaa Insurance Company, of all of 
the following: 

 x It is not a party to any existing tax dispute with any tax authority in the Kingdom of Saudi Arabia. 

 x That there are no facts that would result in additional tax burdens whose value exceeds a total amount of 
two million (2,000,000) Saudi riyals. 

 x It has not done any activity that is subject to objection or reclassification by a competent tax authority 
according to considerations related to tax evasion. 

 x It did not participate in any agreement involved tax evasion. 

 x That there are no dues in favor of the General Organization for Social Insurance that have not been paid on 
the date of the Merger Agreement. 

6.4.2.6 Guarantees related to the business of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x It operates exclusively under its trade name and does not use any other pseudonyms or names close to the 
name referred to. 

 x Its business is managed exclusively by its managers and employees, and there is no third party has been 
assigned to manage the company’s business. 

 x It is not a party to any undisclosed partnership. 

 x It operates under valid licenses and permissions. 

 x It does not engage in any activities other than insurance business licensed to be carried out by the Saudi 
Central Bank. 

 x Notwithstanding the information disclosed in the documents submitted for the purposes of conducting a 
legal due diligence study, no warning has been sent from the Saudi Central Bank or any other government 
authority in relation to any violation or breach of the compliance rules applicable to insurance companies. 

 x It is not a party to any agreements contain non-commercial terms, except as disclosed.

 x There are no agreements concluded with relevant parties except for what was disclosed through the 
documents submitted for the purposes of conducting a legal due diligence study. 

 x There is no violation of any contractual obligations it has signed on or abode by.
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6.4.2.7 Guarantees related to the employees of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x It shall not be entitled to pay any compensation in excess of the statutory compensation that may be due in 
the event of termination of any of the employment contracts signed with its employees. 

 x All labor claims have been disclosed. 

 x It does not owe any amounts, compensation or profits to its former or current directors or employees.

 x It shall be entitled to the labor laws and regulations and has not violated any provisions of the Labor Law 
and its executive regulations. 

 x There are no amounts owed to any of the shareholders, except for the distributable profits, taking into 
account the regulations in force. 

 x It is not in violation of any applicable labor laws or regulations in the Kingdom of Saudi Arabia. 

 x There are no collective labor claims against it. 

 x Its employees and managers are not bound to any non-competitive obligation towards former employers. 

 x It did not violate any provisions related to the recruitment of workers and employees. 

6.4.2.8 Guarantees related to the pension systems of Walaa Insurance Company and 
SABB Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to 
Walaa Insurance Company all of the following: Notwithstanding the employees’ mandatory health insurance, it shall not 
compensate any of its employees according to any compensation system that entitles its beneficiaries to obtain additional 
amounts or compensation, in addition to the end-of-service gratuity stipulated in the Labor Law and its executive 
regulations. 

6.4.2.9 Guarantees related to the insurance of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x It has concluded insurance policies to protect all substantial elements related to its business and employees. 

 x Its insurance policies are all valid and effective. 

 x It did not receive any warnings from the reinsurers regarding the termination of the insurance or its expiry. 

 x It does not deal with any insurance intermediaries that are not licensed to practice their activity. 

6.4.2.10 Guarantees related to the lawsuits and disputes of Walaa Insurance Company 
and SABB Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x Notwithstanding the disclosed claims and the ordinary insurance claims whose value does not exceed a 
total amount of five hundred thousand (500,000) Saudi riyals, there are no existing or potential judicial or 
arbitration disputes on the date of the Merger Agreement, and no judicial proceedings have been brought 
against it of any kind and by any party. 

 x No court judgment or verdicts were given against it. 

6.4.2.11 Guarantees related to the information of Walaa Insurance Company and SABB 
Takaful:

Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x All information disclosed and shared with the other party or its advisors for the purposes of the Merger 
Transaction is true, accurate, complete and not misleading or ambiguous. 

 x All facts that were stated in the Merger Agreement with respect to the Company, its business, its financial 
condition and its undertakings and guarantees are true, accurate and not misleading or ambiguous. 
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6.4.2.12 Guarantees of Walaa Insurance Company and SABB Takaful:
Walaa Insurance Company undertook and confirmed to SABB Takaful, which, in return, undertook and confirmed to Walaa 
Insurance Company all of the following:

 x It conducts its business subject to the laws and regulations in force in the Kingdom of Saudi Arabia. 

 x It shall abide by the provisions and requirements of the Anti-Money Laundering regulation and has not 
violated any of its requirements or provisions. 

 x It shall abide by data protection regulations and the privacy and confidentiality of personal information. 

 x It has all the rights and licenses necessary to use the information technology (IT) systems. 

6.4.2.13 Guarantees related to the information technology (IT) systems of Walaa 
Insurance Company:

Walaa Insurance Company has undertaken and confirmed to SABB Takaful Company, the following facts regarding its 
information technology (IT) systems to:

 x Its information technology (IT) systems are functional and have the capacity to meet its purpose. 

 x Walaa Cooperative Insurance Co. has not faced, during the three years ending on the date of signing 
the Merger Agreement, any problem in the services of its digital systems that lasted for more than five 
consecutive hours as a result of a security breach or any malfunction in it, and there are no facts that would 
lead to any of the previous problems. 

6.4.3 Disclosure obligation of both Walaa Insurance Company and SABB 
Takaful Company:
 x Walaa Insurance Company undertakes to disclose to SABB Takaful, in writing, pursuant to a disclosure letter 

delivered to SABB Takaful on the date of signing the Merger Agreement, any issues or circumstances that 
would make any of the undertakings and guarantees of Walaa Insurance Company detailed in Section 
6.4.2 above, incorrect, inaccurate, misleading, or likely to affect the desire of the other party to proceed 
with the completion of the Merger Transaction. Walaa Insurance Company also undertakes to disclose to 
SABB Takaful Company any further issues that arise during the period from the date of signing the Merger 
Agreement to the date of the completion of the Merger Transaction that have the aforementioned legal 
effect on any of the undertakings and guarantees mentioned above. 

 x SABB Takaful undertakes to disclose to Walaa Cooperative Insurance Co, in writing, pursuant to a disclosure 
letter delivered to Walaa Insurance Company on the date of signing the Merger Agreement, any issues or 
circumstances that would make any of SABB Takaful Company’s undertakings and guarantees detailed in 
Section 6.4.2 above, incorrect, inaccurate, misleading, or likely to affect the desire of the other party to 
proceed with the completion of the Merger Transaction. SABB Takaful Company also undertook to disclose 
any further issues that arise during the period from the date of signing the Merger Agreement to the 
date of the completion of the Merger Transaction that have the aforementioned legal effect on any of the 
undertakings and guarantees mentioned above. 

6.4.4 Preconditions
Completion of the Merger Transaction shall be subject to the fulfillment of the following preconditions: 

 x Non-objection Certificate from the General Authority for Competition to the economic concentration 
resulting from the Merger Transaction;

 x The approval of the Saudi Central Bank on the Merger Transaction and capital increase of Walaa Insurance 
Company;

 x The approval of Saudi Stock Exchange on the request to list the new shares of Walaa Insurance Company in 
accordance with the listing rules;

 x The approval of the Capital Market Authority on a request to increase the capital of the Walaa Insurance 
Company by issuing new shares to the shareholders of SABB Takaful for the purpose of implementing the 
Merger Transaction and approval for publishing the offer document;

 x The Approval of the Extraordinary General Assembly of Walaa Insurance Company by a majority of no 
less than three quarters of the shares represented in the meeting on the Merger Transaction and other 
related decisions, to increase the capital of Walaa Insurance Company in accordance with the terms and 
conditions of the Merger Agreement (which are detailed in Section No. 6.4 of this circular), and approval of 
the proposed amendments to the Bylaws of Walaa Insurance Company related to the Merger Transaction 
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(detailed in Annex No. 5 of this circular), and approval of authorizing the Board of Directors of Walaa 
Insurance Company or any person authorized by the Board of Directors of Walaa Insurance Company to 
issue any decision or take any action that may be necessary to carry out any of the said decisions relating 
to the Merger Transaction;

 x The approval of the Extraordinary General Assembly of SABB Takaful by a majority of no less than three 
quarters of the shares represented in the meeting on the Merger Transaction and other related decisions, 
which is to vote on the offer submitted by Walaa Insurance Company in accordance with the terms and 
conditions of the Merger Agreement (which are detailed in Section No. 6.4 of this circular), and authorizing 
the Board of Directors of SABB Takaful, or any person authorized by the Board of Directors of SABB Takaful, 
to make any decision or take any action that may be necessary to implement any of the decisions relating 
to the Merger Transaction; and

 x The end of the creditors’ objection period or the settlement of all creditors’ objections to the Merger 
Transaction (whichever comes later) in accordance with the provisions of Article (193) of the Companies 
Law.

6.4.5 Pending undertakings and procedures until the effectiveness date of 
the Merger Transaction decision

SABB Takaful undertakes and confirms to Walaa Insurance Company, which, in return, undertakes and confirms to SABB 
Takaful that they shall both abide by all of the following conditions during the period starting from the date of signing the 
Merger Agreement to the date of completing the Merger Transaction, which are as follows:

 x Refraining from taking any action that would result in a breach of any granted guarantees and undertakings 
detailed above in Section 6.4.2 of this Circular. 

 x Refraining from making any changes or making any decisions that, collectively and individually, would have 
a negative impact on its business, assets or reputation. 

 x Refraining, during the period from the date of signing the Merger Agreement to the effectiveness date of 
the Merger Transaction decision, from disposing of any of its assets, or acquiring or agreeing to acquire the 
assets of the other party, except for the assets that are within the normal transactions or within the scope 
of the Merger Transaction business. 

 x Managing its business normally during the period extending from the date of signing the Merger 
Agreement and the effectiveness date of the Merger Transaction decision, refraining from carrying out any 
activities outside the scope of normal business without obtaining the other party’s prior written consent 
and refraining from causing any decline in the assets except for the assets which are within the normal 
business. 

 x Refraining from placing any of its assets under a mortgage or issuing approval to do. 

 x Refraining from doing or causing any act or incident that may negatively affect the state of the assets or 
their financial condition, and both parties shall take all precautionary measures to prevent the occurrence 
of such an incident. Without prejudice to the foregoing, both parties undertake to renew and ensure the 
continued validity of all licenses and permits necessary to continue operating as of the date of signing the 
Merger Agreement.

 x Refraining, unless at the request of the Saudi Central Bank, from rescinding, terminating or doing what 
would put an end to any of the signed reinsurance agreements or any of the insurance policies on its 
assets and liabilities, and if any of the aforementioned agreements and/or insurance policies expire or are 
expected to expire before the completion date of the Merger Transaction, the related party shall do his 
best, in cooperation with the other party and after consultation with it, to renew or replace it with contracts 
or policies that provide similar coverage which were secured by the expired contracts and/ or policies 
mentioned above. 

 x Continuing to operate its business normally and ordinarily, and refraining from carrying out any business 
outside its ordinary scope of activity without obtaining the prior, written and express consent of the other 
party, and no party may exhaust net assets, otherwise in a manner consistent with its normal activity.

 x Providing the other party’s representatives and advisors with an access to the books, records, information 
and documents necessary to complete the due diligence examination as required to complete the Merger 
Transaction. 
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Walaa Insurance Company and SABB Takaful Company undertake to inform the other party in writing and within 3 working 
days from the date of signing the Merger Agreement to the effectiveness date of the Merger Transaction decision, if any of 
the following events occurred prior to the effectiveness date of the Merger Transaction decision:

 x Entering into any new financing agreement or repaying any existing loan including shareholders’ loans; 

 x Entering into any new transactions with relevant parties (except for insurance policies which are within 
the scope of normal business, and with the exception of transactions signed between SABB Takaful and 
the Saudi British Bank, HSBC Holdings plc, Olayan Saudi Holding Company (OSHCO) and any of their 
subsidiaries);

 x Entering into agreements, contracts or substantial liabilities or amending or terminating any of them, with 
a value that exceeds five million (5,000,000) Saudi riyals (excluding contracts concluded in the course of 
normal operations, and in connection with the bank insurance agreements and insurance policies of SABB 
Takaful);

 x Incurring any capital expenditures or acquiring any assets whose value individually exceeds a total amount 
of three million (3,000,000) Saudi riyals;

 x Placing any of its assets under a mortgage;

 x Making any essential amendments to the terms and conditions of employment contract, including the 
benefits payable to any of the Board of Directors members, executive directors, officers or employees, or 
appointing or approving the appointment of any of the senior executives.

Walaa Insurance Company and SABB Takaful undertake to carry out the following, starting from the date of signing 
the Merger Agreement to the effectiveness date of the Merger Transaction decision and/ or termination of the Merger 
Agreement: 

 x Any action shall not be taken (whether directly or indirectly) to enter into any discussions or negotiations 
with any other person or authority with respect to a merger or any other similar process, or any action or any 
procedure to the contrary, including but not be limited to, the Board of Directors’ recommendation to the 
shareholders regarding another offer that is competing or in conflict with the terms of the offer document 
and/ or the Merger Agreement and/ or any of the documents related to the Merger Transaction;

 x Full cooperation shall be offered to the other party in the fastest and most effective manner in relation 
to submitting the files, declarations and requests required to obtain all approvals, permits, letters of 
non-objection, or other similar approvals as required by the laws in the Kingdom of Saudi Arabia, or the 
competent governmental authorities to complete the Merger Transaction in accordance with the terms and 
conditions of the Merger Agreement. As per the foregoing, each party shall cooperate with the other party 
to inform it of the status of any files, requests or any communications related to the Merger Transaction, and 
any other inquiries or requests for additional information from or to any competent governmental authority 
within the Kingdom of Saudi Arabia.

Notwithstanding the foregoing, SABB Takaful declared to Walaa Insurance Company, the following: 

 x SABB Takaful has expressed its intention to pay bonuses to some of its employees and managers based on 
the remuneration and incentive program adopted by SABB Takaful related to the completion of the Merger 
Transaction, with a total value of two million four hundred thousand (2,400,000) Saudi riyals representing 
the remuneration due on the fiscal year ended on December 31, 2021G; and 

 x SABB Takaful acknowledged that the loaned employees from the Saudi British Bank, will leave SABB Takaful 
after the completion of the Merger Transaction, provided that the aforementioned employees and some 
employees and managers of SABB Takaful shall receive remunerations due to the completion of the Merger 
Transaction, with a total value of three million nine hundred thousand (3,900,000) Saudi riyals. 

Notwithstanding the foregoing, Walaa Insurance Company declared to SABB Takaful, the following: 

 x Walaa Insurance Company shall pay a number of capital liabilities to implement its business plan related 
to the purchase of information technology systems and devices and information security systems and to 
implement the office and subsidiaries renovation project, with a total value of thirty-seven million and one 
hundred thousand (37,100,000) Saudi riyals; and 

 x Walaa Insurance Company announced its intention to pay a number of operational expenses and liabilities 
related to bonuses and remunerations to some of its employees and managers, after signing the Merger 
Agreement with a total value of two million four hundred and eight thousand and twenty-three (2,408,023) 
Saudi riyals. 

The two parties have agreed that the above-mentioned acknowledgments issued by each of them, shall not constitute a 
breach of any of the terms of the Merger Agreement, especially the acknowledgments and guarantees granted by each 
party, and shall not constitute a substantial negative impact on the both companies’ business. 
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6.4.6 Effectiveness of the Merger Agreement
On the date of signing the Merger Agreement, each party undertakes to sign the documents described below and hand 
them over to the representative of the other party: 

A. Documents that Walaa Insurance Company shall sign and deliver to 
representatives of SABB Takaful: 

 - A signed copy of the Merger Agreement; and

 - A signed copy of the disclosure letter and its annexes; and

 - A copy of the meeting minutes of the board of directors of Walaa Insurance Company, which agreed 
to sign the Merger Agreement. 

B. Documents that SABB Takaful shall sign and deliver to representatives of 
Walaa Insurance Company: 

 - A signed copy of the Merger Agreement; and 

 - A signed copy of the disclosure letter and its annexes; and 

 - A copy of the meeting minutes of the board of directors of SABB Takaful, which agreed to sign the 
Merger Agreement; and 

 - A copy of the meeting minutes of the board of directors of SABB Takaful, which states that the value 
of the termination fee is fair and thus inuring to the interest of the SABB Takaful’s shareholders in 
accordance with the provisions of Clause (B) of Article 36 of the Merger and Acquisition Regulations. 

For the purpose of completing the Merger Transaction, Walaa Insurance Company and SABB Takaful shall do the following:

 x Registering the new shares issued in Walaa Insurance Company in favor of the SABB Takaful’s shareholders 
in return for transferring all the assets and liabilities of SABB Takaful to Walaa Insurance Company according 
to the agreed exchange ratio. The SABB Takaful’s shareholders shall not receive any cash consideration due 
to the Merger Transaction. If the process of calculating the number of shares due to any of the ABB Takaful’s 
shareholders according to the exchange ratio results in fractional shares, the resulting number shall be 
rounded up to the lowest integer number, and the fractional shares shall be collected and sold in the 
Saudi stock market at the market price at that time, on behalf of the SABB Takaful’s shareholders. Then, the 
proceeds of the sale shall be distributed to the beneficiaries on a pro rata basis, within a maximum period 
of thirty (30) days from the date of completing the Merger Transaction. The costs related to the sale of the 
fractional shares shall be deducted from the total proceeds of the sale of the fractional shares. 

 x Transferring of all the assets and liabilities of SABB Takaful to the Walaa Insurance Company in exchange 
for the registration of the new shares issued in the Walaa Insurance Company in favor of the SABB Takaful’s 
shareholders. The date of the shares registration in favor of the SABB Takaful’s shareholders shall be 
considered as the effectiveness date of the Merger Transaction decision.

 x The board of directors of Walaa Insurance Company shall hold a meeting to take all the decisions stipulated 
in the Merger Agreement.

Walaa Insurance Company and SABB Takaful shall, from the date of signing the Merger Agreement until the effectiveness 
date of the Merger Transaction decision, make reasonable efforts to (a) complete all tax, zakat and value-added tax 
returns to Zakat, Tax and Customs Authority (b) process all Zakat assessments with Zakat, Tax and Customs Authority and 
(c) Obtaining final Zakat and tax certificates from the Zakat, Tax and Customs Authority covering the taxable and Zakat 
periods ending on the effectiveness date of the Merger Transaction.
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6.4.7 Termination of the Merger Agreement
If any of the preconditions are not fulfilled after the lapse of a maximum period of nine months from the date of signing 
the Merger Agreement, and unless otherwise agreed between the two parties, Walaa Insurance Company or SABB Takaful 
shall be entitled to terminate the agreement under a letter directed to the other party. The termination shall enter into 
force once the said letter of termination is sent and the provisions of the Merger Agreement shall apply. Noting that the 
right to terminate the Merger Agreement is not granted to the party that gave grounds to the termination of the Merger 
Agreement by violating any of the basic duties imposed under the agreement.

In addition to the above, the Merger Agreement may be terminated at any time prior to the completion date of the Merger 
Transaction in the following cases: 

 x According to the written mutual consent of Walaa Insurance Company and SABB Takaful to terminate the 
Merger Agreement; or

 x By either party, if a material adverse change was made as detailed in Section 6.4.8 of this Circular; or

 x By either party, upon written notice to the other party in any of the following cases: 

 - Issuance of a law that makes the continuation of the Merger Transaction illegal or illegitimate. 

 - If a judgment, judicial order, decree, or decision issued by any governmental authority or court with a 
jurisdiction, which is to terminate the Merger Transaction between the two companies, such judgment, 
order or decree shall be final and not subject to any appeal.

Upon termination of the Merger Agreement, the mutual liabilities of the two parties stipulated in the Merger Agreement 
shall be forfeited, otherwise the following: 

 x Termination fees shall be paid;

 x Provisions of the Merger Agreement stipulated to survive the termination of the Merger Agreement (which 
are related to the termination fees, services, confidential information, entire agreement, assignment of or 
amendment to Merger Agreement only under a written approval by its parties, notices, non-establishment 
of rights for third parties and disputes); and

 x Provisions of the Merger Agreement related to the confidentiality and privacy of information and 
declarations.

If the Merger Agreement is terminated, the two parties undertake to cooperate in good faith to cancel any agreements, 
licenses or approvals signed or obtained for the purpose of completing the Merger Transaction. 

6.4.8 Material adverse change
If Walaa Insurance Company or SABB Takaful Company suffered a material adverse change (or material adverse effect) due 
to any of the following cases: 

 x Any event, series of events or incident, including a breach of the essential undertakings and guarantees by 
one of the parties, that leads to a decrease in the net book value of (15%) or more, except in cases where 
the reduction results from fluctuations in the financial markets or the interest rate or currency exchange 
rates, commodity prices, other general economic conditions, or general conditions that generally affect the 
insurance sector, or any amendments to the applicable regulations, laws or accounting practices. 

 x A breach of the pending undertakings and procedures by any party until the effectiveness date of the 
Merger Transaction decision detailed in Section 6.4.5 of this circular. 

 x A breach of essential undertakings by Walaa Insurance Company or SABB Takaful. 

 x The bankruptcy or insolvency of Walaa Insurance Company or SABB Takaful. 

The following provisions shall be applied: 
If any of the parties finds that (or is likely to occur) any material adverse change before the effectiveness of the Merger 
Transaction decision, the other party shall be notified immediately of that. Accordingly, representatives of Walaa Insurance 
Company and SABB Takaful shall meet to discuss the circumstances and elements of the material adverse change within a 
period not exceeding (10) ten days from the date of the notice. If the representatives of the two companies did not agree 
that the event or circumstance constitutes a material adverse change, the parties shall appoint an independent expert (the 
“Expert”) and assign him as an expert and not as an arbitrator, in order to reconsider the prevailing circumstances and issue 
a final and binding decision/ report on the parties on the occurrence or non-occurrence of the material adverse effect. As 
for the cost of appointing the expert, it shall be paid by both parties, and if a material adverse change has not occurred, the 
party who claimed its occurrence, shall compensate the other party for the costs incurred. If the representatives of the two 
parties failed to agree on the appointment of the expert, the party who made the negative adverse change shall be entitled 
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to resort to the Saudi Center for Commercial Arbitration (the “Center”) for the purpose of appointing the expert, provided 
that the center’s decision is binding on both parties in this regard. 

If the occurrence of a material adverse change, finally and definitively confirmed by the appointed expert, the following 
provisions shall be applied: 

 x The parties may agree to proceed with the Merger Transaction in accordance with the terms of the Merger 
Agreement, regardless of the material adverse change; or

 x The aggrieved party may terminate the Merger Agreement and require the other party to pay the 
termination fees immediately. 

The right to terminate the Merger Agreement and to claim termination fees as per the foregoing shall be exercised within 
a period of (30) thirty working days from the notice date of the occurrence of the material adverse change or within (30) 
thirty working days from the date of issuing the final expert report, under pain of losing the right and considering that the 
aggrieved party has waived his right to terminate the Merger Agreement and to claim termination fees.

6.4.9 Termination fees
In consideration of the SABB Takaful’s approval to allocate resources and incur expenses and burdens in order to achieve 
the Merger Transaction, Walaa Insurance Company undertakes to pay the specified termination fees amounting to a total 
of five million (5,000,000) Saudi riyals to SABB Takaful within a maximum period of five working days from the date of 
submitting SABB Takaful Company’s claim, according to the following cases: 

 x If the Board of Directors of Walaa Insurance Company decides to withdraw its recommendation to vote in 
favor of completing the Merger Transaction or to substantially amend it comparing to what is specified in 
the shareholders’ circular or amend the offer made to the SABB Takaful’s shareholders in accordance with 
the conditions set out in the offer document;

 x If Walaa Insurance Company fails to take the necessary measures to enforce the Merger Transaction within a 
maximum of nine months from the date of signing the Merger Agreement, notwithstanding the measures 
that the SABB Takaful’s Board of Directors agreed not to take; 

 x If Walaa Insurance Company breaches any of the liabilities imposed on it during the period starting from the 
date of signing the Merger Agreement and the completion of the Merger Transaction, which is detailed in 
Section 6.4.5 of this circular, causing the offer to be withdrawn or expired;

 x If Walaa Insurance Company causes the withdrawal or expiration of the merger offer submitted in the 
shareholders’ circular and the offer document;

 x If SABB Takaful decides to terminate the Merger Agreement due to the occurrence of a material adverse 
change in the business of Walaa Insurance Company as detailed in Section 6.4.8 of this circular.

In consideration of the approval of Walaa Insurance Company to allocate resources and incur expenses and burdens in 
order to achieve the Merger Transaction, SABB Takaful undertakes to pay the specified termination fees amounting to a 
total of five million (5,000,000) Saudi riyals to Walaa Insurance Company within a maximum period of five working days 
from the date of submitting the claim of Walaa Insurance Company, according to the following cases: 

 x If SABB Takaful’s Board of Directors decides to withdraw its recommendation to vote in favor of completing 
the Merger Transaction or to substantially amend it comparing to what is specified in the circular of SABB 
Takaful’s Board of Directors; 

 x If SABB Takaful fails to take the necessary measures to enforce the Merger Transaction within a maximum of 
nine months from the date of signing the Merger Agreement, notwithstanding the measures that the Board 
of Directors of Walaa Insurance Company, agreed not to take;

 x If SABB Takaful breaches any of the liabilities imposed to the during the period starting from the date of 
signing the Merger Agreement and the completion of the Merger Transaction, which is detailed in Section 
6.4.5 of this circular, causing the offer to be withdrawn or expired;

 x If SABB Takaful breaches the obligations stipulated in Clause (a) of Article 36 of the Merger and Acquisition 
Regulations, represented by the following: (a) The issuance of any authorized unissued shares, (b) issuing 
or granting rights in connection with any unissued shares, (c) creating, issuing or permitting the creation 
or issuance of any securities convertible into shares or subscription rights to shares, (d) Selling, disposing 
of, or acquiring, or agreeing to sell, dispose of, or acquire any assets of a value equal to (10%) or more of its 
net assets and in accordance with the latest audited preliminary financial statements, or audited annual 
financial statements, whichever is later, whether through a transaction or several transactions, (e) the 
purchase of its shares, (f ) the conclusion of contracts outside its normal course of business; 

 x If Walaa Insurance Company decides to terminate the Merger Agreement due to the occurrence of a material 
adverse change in the business of SABB Takaful or due to SABB Takaful’s material breach of the guarantees 
and undertakings;
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 x Failure to complete the Merger Transaction due to SABB Takaful’s breach of its obligations towards the 
creditors during the creditors’ objection period pursuant to the provisions of Article (193) of the Companies 
Law. 

The parties agree that if the termination fees are paid pursuant to the foregoing clauses, the paying party shall be released 
from paying any additional amounts that may be payable due to the termination of the Merger Agreement. 

6.4.10 Declarations and confidentiality obligation

A. Non-disclosure obligation: 
Otherwise required by applicable regulations or as agreed under the Merger Agreement, Walaa Insurance 
Company has undertaken and confirmed to SABB Takaful, which has undertaken and confirmed to Walaa 
Insurance Company that they shall both refrain from making any declarations related to the Merger 
Agreement or the business or dealings of the other party of any kind to any party, including the press 
or the public, without obtaining the written consent of the other party, notwithstanding the following 
declarations: 

 - Declarations made in the ordinary course of business; and

 - Declarations, which are not related to the Merger Transaction.

B. Confidentiality obligation
Both Walaa Insurance Company and SABB Takaful shall maintain the confidentiality of the information 
exchanged during the negotiation phase of the Merger Transaction, notwithstanding the following 
information: 

 - Information that is publicly available or becomes publicly available without breach of the confidentiality 
set forth in the Merger Agreement;

 - Information received by one of the parties from a third person and the latter did not commit any breach 
or violation in order to obtain it;

 - Information required to be disclosed under applicable regulations or by competent authorities; 

 - Information disclosed with the consent of the other party;

 - Information disclosed to advisors to the extent necessary to allow the disclosing party to exercise its 
rights under the Merger Agreement. 

 - The confidentiality obligation shall remain valid for two calendar years after the termination of the 
Merger Agreement. 

6.4.11 The Merger Agreement 
The Merger Agreement, with all its terms and complete annexes, was concluded and made by and between Walaa 
Insurance Company and SABB Takaful, and it supersedes any previous agreements between the two parties, including the 
memorandum of understanding signed between the two parties on 04/12/1442H (corresponding to 14/07/2021G) and its 
annex signed on 06/ 06/1443H (corresponding to 09/01/2022G).

6.4.12 Acknowledgments 
Walaa Insurance Company and SABB Takaful acknowledge that, by signing the Merger Agreement, any guarantees granted 
to them shall be unreliable and they shall not have any rights from any person who is not a party to the Merger Agreement, 
otherwise expressly indicated in the Merger Agreement, and any terms of the Agreement Merger shall not release the both 
parties from their liability regarding any fraudulent acts. 

6.4.13 Severability of invalid Clauses
If any clause of the Merger Agreement is found to be invalid or void, it shall be separated from the rest of the clauses of the 
Merger Agreement, which shall remain valid with all its clauses. 

6.4.14 Waiver
Neither Walaa Insurance Company nor SABB Takaful Company may waive its rights to any third party without the written 
consent of the other party. 
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6.4.15 No Waiver (of the right to submit a claim)
The delay of any party to claim any of its rights or to implement any of the provisions of the Merger Agreement shall not 
be deemed a waiver by the mentioned party of its right to submit a claim and/ or enforce the application of the provisions 
referred to in the Merger Agreement. 

6.4.15.1 Governing Law and Dispute Resolution
The Merger Agreement shall be governed by and interpreted in accordance with the laws in force in the Kingdom of Saudi 
Arabia. If any dispute arising between Walaa Insurance Company and SABB Takaful regarding the Merger Agreement, they 
shall make every effort to settle the dispute amicably. If the dispute was not resolved amicably, within a period of thirty 
days from the date of the dispute notice, either party shall be entitled to refer the dispute to arbitration in accordance 
with the arbitration regulation of the Saudi Center for Commercial Arbitration, which shall appoint one arbitrator only. 
The arbitrator shall be an attorney with experience of not less than ten years in the insurance sector, and the both parties 
should agree on him. If the two parties failed to agree on the appointment of the arbitrator, the dispute shall be referred 
to an arbitration committee of three arbitrators, each party appointing one of them while the arbitrators appointed by the 
parties to preside the arbitration committee appoint the third. The place of arbitration is Riyadh, the language of arbitration 
is Arabic, and the arbitration decision shall be final, irrevocable and binding on the parties and shall not be subject to any 
appeals. 

6.4.16 Governance of the merging company
It was agreed between the two companies not to change the board of directors of Walaa Insurance Company after the 
completion of the Merger Transaction, as the current members of Walaa Insurance Company, which are (11) members kept 
their positions as the board of directors’ members. 

Noting that the current Board of Directors members of Walaa Insurance Company are as follows:

1. Mr. Suleiman bin Abdullah Al-Qadi, Chairman and Non-Executive Member.

2. Mr. Khalifa bin Abdullatif Al-Mulhim, Vice Chairman and Non-Executive Member.

3. Mr. Sulaiman bin Abdulaziz Al-Tuwaijri, Non-Executive Member.

4. Mr. Wassef Salem Al-Jabshah, Non-Executive Member.

5. Mr. Waleed bin Muhammad Al-Jaafari, Non-Executive Member.

6. Mr. Jamil bin Abdullah Al-Mulhim, Independent Member.

7. Mr. Hisham bin Abdullatif Al-Jabr, Non-Executive Member.

8. Mr. Abdullatif bin Khalifa Al-Mulhim, Non-Executive Member.

9. Mr. Osama bin Mirza Al-Khunaizi, independent member.

10. Mr. Hatem bin Fahd Balghunaim, independent member.

11. Mr. Abdulaziz bin Saud Al Shabibi, independent member.

After the completion of the Merger Transaction, Mr. Suleiman bin Abdullah Al-Qadi shall remain as Chairman of the Board 
of Directors and Mr. Khalifa bin Abdullatif Al-Mulhim as Vice Chairman of the Board of Directors. The Merger Agreement 
does not include any amendment to the members of the current board of directors of the merging company.

The following table shows the executive management of the merging company

Name Position in the merging company Current position

Johnson Varghese CEO CEO - Walaa Insurance Company

Muhannad Mahmoud El Desouky Chief Financial Officer Chief Financial Officer - Walaa Insurance Company

Wassef Farouk Manhas Chief Technical Officer for General and 
Vehicle Insurance 

Chief Technical Officer for General and Vehicle 
Insurance – Walaa Insurance Company

Ghayas Hassan Khan Chief Technical Officer for Medical 
Insurance, Protection and Savings

Chief Technical Officer for Medical Insurance, 
Protection and Savings – Walaa Insurance 
Company

Fahad Khaled Abalkhail Deputy Chief Sales and Marketing Officer Deputy Chief Sales and Marketing Officer - Walaa 
Insurance Company 

Turki Abdulaziz Al-Buraik
Executive Vice President of Human 
Resources, Public and Governmental 
Relations 

Executive Vice President of Human Resources, 
Public and Governmental Relations – Walaa 
Insurance Company
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As on the date of this circular, the executive management of the merging company is represented by the executive 
management of Walaa Insurance Company only, and the Merger Agreement does not include any amendment to the 
current board of directors members of the merging company. The executive management structure of the above merging 
company may be expanded during the integration process and after the completion of the Merger Transaction, and this 
requires obtaining the approval of the Nomination and Remuneration Committee of the Walaa Insurance Company, the 
approval of its Board of Directors and the approval of Saudi Central Bank.

It is also worth noting that the merging company shall be comprised of all the SABB Takaful’s employees, without imposing 
any mandatory layoff and the capabilities and expertise of SABB Takaful’s employees shall be utilized in the merging 
company according to the requirements of the business merger process and the integration plan.

6.4.17 Summary of the completion terms of the Merger Transaction
The Merger Transaction shall be subject to the following conditions:

1. Obtaining Non-objection Certificate from the General Authority for Competition to the economic 
concentration resulting from the Merger Transaction and increasing the capital of Walaa Insurance Company, 
the approval of Saudi Stock Exchange to list the shares issued to the shareholders of the SABB Takaful in 
accordance with the process of increasing the capital of the Walaa Insurance Company, and the approval 
of the Capital Market Authority on increasing the capital of Walaa Insurance Company and publishing the 
offer document.

2. The Board of Directors of Walaa Insurance Company, the Board of Directors of SABB Takaful and the executive 
directors shall be bound to all provisions of the Merger Agreement, and that it was not terminated by any of 
the two companies due to the occurrence of one of the reasons for the termination described in Section No. 
6.4.7 of this circular, and the non-violation of any clause of the Merger Agreement, and shall comply with all 
applicable laws and regulations in the Kingdom.

3. The approval of the Extraordinary General Assembly of Walaa Insurance Company by a majority of no less 
than three quarters of the shares represented in the meeting on the Merger Transaction and other related 
decisions, to increase the capital, in accordance with the terms and conditions of the Merger Agreement 
(which are detailed in Section No. 6.4 of this circular), and approval of the proposed amendments to the 
Bylaws of Walaa Insurance Company related to the Merger Transaction (detailed in Annex No. 5 of this 
circular), and approval of authorizing the Board of Directors of Walaa Insurance Company or any person 
authorized by the Board of Directors of Walaa Insurance Company to issue any decision or take any action 
that may be necessary to carry out any of the said decisions relating to the Merger Transaction. 

4. The approval of the Extraordinary General Assembly of SABB Takaful by a majority of no less than three 
quarters of the shares represented in the meeting on the Merger Transaction and other related decisions, 
which is to vote on the offer submitted by Walaa Insurance Company in accordance with the terms and 
conditions of the Merger Agreement (which are detailed in Section No. 6.4 of this circular), and authorizing 
the Board of Directors of SABB Takaful, or any person authorized by the Board of Directors of SABB Takaful, 
to make any decision or take any action that may be necessary to implement any of the decisions relating 
to the Merger Transaction. 

5. The end of the creditors’ objection period or the settlement of all creditors’ objections to the Merger 
Transaction (whichever comes later) in accordance with the provisions of Article (193) of the Companies 
Law.

6. The Merger Transaction shall also be completed before the final effectiveness date agreed upon in the 
Merger Agreement, which is 30/04/1444H (corresponding to 24/11/2022G), unless Walaa Insurance 
Company and SABB Takaful agree in writing to extend the completion date of the final effectiveness. The 
failure of any court, legislative body, or governmental authority or entity in the Kingdom of Saudi Arabia 
to take, or demand to take, any action, or propose an amendment to the regulations, laws, or procedures 
after the date of signing the Merger Agreement, which renders the implementation or continuation of the 
Merger Transaction illegal or illegitimate.
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6.5 Substantial terms and conditions, preconditions or undertakings 
contained in other documents or agreements related to the 
Merger Transaction

Notwithstanding the Merger Agreement, all of its substantial terms and conditions, and the preconditions or undertakings 
contained therein, in Section 6.4 and the conditions detailed in Section 6.4.18 of this Circular, there are no other documents, 
agreements or conditions related to the Merger Transaction.

6.6 Details of any lawsuit or claim (including any existing or threatened 
lawsuit) that could substantially affect the business or financial 
position of Walaa Insurance Company

Notwithstanding the lawsuits set out below, Walaa Insurance Company is not a litigant to any lawsuits or outstanding 
claims that could substantially affect its business, and there are no (to its Board of Directors’ knowledge) any potential 
lawsuits or claims that could significantly affect the business of Walaa Insurance Company 

Status quo Claims Date of filing the 
lawsuit Claimant Lawsuit type

Pending the appointment 
of an actuary by the 
committee to examine the 
case and submit a report on 
it during the next hearing on 
14/11/1443H (corresponding to 
13/06/2022G).

The claimant claims the liquidation of 
his dues for the life insurance with a 
total value of SAR 895,000.

05/07/1442H 
(corresponding to 

17/02/2021G)
Natural person Insurance

The Court of Appeal in Abu 
Dhabi dismissed the request to 
include insurance companies 
in the lawsuit. Walaa Insurance 
Company has not received any 
notice that the claimant filed an 
appeal against the judgment 
until the date hereof.

In this lawsuit, the claimant requests 
the inclusion of Walaa Insurance 
Company and several other insurance 
companies to collectively compensate 
It in the lawsuit filed against It by 
a legal person, in order to pay a 
compensation with a total value of 
5,000,000 United States dollars to a 
legal person according to an insurance 
policy on the managers’ liability.

05/05/1443H 
(corresponding to 

09/12/2021G) 
Natural person Insurance

Waiting for scheduling the 
date of the next hearing by the 
Committees for Resolution of 
Insurance Disputes & Violations 

The claimant claims from Walaa 
Insurance Company the payment 
of commissions, which are owed to 
It, according to Its allegation, with a 
total value of 3,201,219 Saudi riyals 
in return for insurance policies whose 
premiums have not been paid.

26/05/1443H 
(corresponding to 

30/12/2021G) 
Legal person Insurance

Waiting for scheduling the 
date of the next hearing by the 
Committees for Resolution of 
Insurance Disputes & Violations

The claimant claims from Walaa 
Insurance Company the payment of 
rejected insurance claims with a total 
value of 5,894,667.66 Saudi riyals. 

03/08/1443H 
(corresponding to 

06/03/2022G) 
Legal person Insurance

Waiting for scheduling the 
date of the next hearing by the 
Committees for Resolution of 
Insurance Disputes & Violations

The claimant claims from Walaa 
Insurance Company the payment of 
rejected insurance claims with a total 
value of 1,556,705.12 Saudi riyals.

17/08/1443H 
(corresponding to 

20/03/2022G) 
Legal person Insurance

Source: Walaa Insurance Company 
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6.7 Details of any lawsuit or claim (including any existing or threatened 
lawsuit) that could substantially affect the business or financial 
position of SABB Takaful 

SABB Takaful is not a litigant to any lawsuits or outstanding claims that could substantially affect its business, and there 
are no (to its Board of Directors’ knowledge) any potential lawsuits or claims that could significantly affect SABB Takaful’s 
business. 

6.8 Report on bankruptcies of any Board of Directors Member, 
proposed Board of Directors Member, Senior Executives or 
Secretary of the Board of Directors of Walaa Insurance Company

The Board of Directors members of Walaa Insurance Company acknowledge that no board member, any of board proposed 
members, any of the senior executives or the Secretary of the Board of directors shall be exposed to any case of bankruptcy.

6.9 Report on any insolvencies in the last five years of a company, 
in which any Board of Directors Member, proposed Board of 
Directors Member, Senior Executives or Secretary of the Board 
of Directors of Walaa Insurance Company was appointed by the 
insolvent company in a managerial or supervisory position

During the previous five years, none of the board of directors’ members of Walaa Insurance Company, senior executives, or 
the Secretary of the Board of directors had ever worked in any insolvent company in a managerial or supervisory position.
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7 
Expert Statements

All advisors whose names appear in Section (the “Walaa Insurance Company’s Directory”) have given their written consent, 
to the reference to their names, addresses and logos and to publish their statements in this Circular, and none of them has 
withdrawn their consent until the date of this Circular.
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8 
Expenses

Walaa Insurance Company shall pay the costs and expenses related to the completion of the Merger Transaction, which are 
estimated at approximately (5) five million Saudi riyals and include the fees of the financial advisor, legal advisor, financial 
and tax professional services advisor, actuarial professional services advisor, pro forma financial statements accountant and 
other advisors, in addition to fees of the government agencies to obtain statutory approvals, coordination and advertising 
expenses, and all other costs related to the completion of the Merger Transaction. We kindly note that the amounts referred 
to above do not include the costs and expenses related to merging the businesses of the two companies during the post-
completion phase of the Merger Transaction.
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9 
Exemptions

Walaa Insurance Company has not submitted any exemption request to the Capital Market Authority.



142

10 
Documents Available for Inspection

Copies of the following documents shall be available for inspection at the headquarters of Walaa Insurance Company 
(Address: Al Khobar, Adel Khashoggi Building, Custodian of the Two Holy Mosques Street, P.O.: 31616, Khobar, 31952, 
Kingdom of Saudi Arabia, Tel: +966138299380, Fax: +966138252255, from Sunday to Thursday, from nine in the morning 
until five in the evening, excluding official holidays in the Kingdom of Saudi Arabia from the date of publishing the 
shareholders’ circular and the offer document until the end of the offer period:

1. SABB Takaful’s bylaws and its articles of association.

2. Merger Agreement (in English).

3. The audited financial statements of SABB Takaful during the three fiscal years ended on December 31, 
2018G, 2019G and2020G and the unaudited financial statements of SABB Takaful during the nine-month 
period in 2021G.

4. The pro forma financial statements of Walaa Insurance Company during the fiscal year ended on December 
31, 2020G for the purpose of the Merger Transaction.

5. Evaluation report issued by the financial advisor of Walaa Insurance Company (AlJazira Capital Company).

6. Advisors’ letters of approval for the use of their names, logos and statements in this circular. 
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11 
Annexes

11.1 Annex 1: The annual financial statements of SABB Takaful Company 
during the three financial years ended on December 31, 2018G, , 
2019G and 2020G, and the unaudited financial statements during 
the nine-month period in 2021G.



144



145



146



147



148



149



150



151



152



153



154



155



156



157



158



159



160



161



162



163



164



165



166



167



168



169



170



171



172



173



174



175



176



177



178



179



180



181



182



183



184



185



186



187



188



189



190



191



192



193



194



195



196



197



198



199



200



201



202



203



204



205



206



207



208



209



210



211



212



213



214



215



216



217



218



219



220



221



222



223



224



225



226



227



228



229



230



231



232



233



234



235



236



237



238



239



240



241



242



243



244



245



246



247



248



249



250



251



252



253



254



255



256



257



258



259



260



261



262



263



264



265



266



267



268



269



270



271



272



273



274

   

   

 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 

SABB TAKAFUL COMPANY 
(A SAUDI JOINT STOCK COMPANY) 

 
 
 

FINANCIAL STATEMENTS  
TOGETHER WITH THE  

INDEPENDENT AUDITORS’ REPORT  
FOR THE YEAR ENDED 

31 DECEMBER 2020 
 
 
 
 
 
 
 



275

   

   

 
 
INDEX        PAGE 

  
Independent auditors’ audit report           1 - 6 

  
Statement of financial position           7 – 8 

  
Statement of income  9 

  
Statement of comprehensive income  10 

  
Statement of changes in shareholders’ equity 11 

  
Statement of cash flows 12 

  
Notes to the financial statements   13 – 68 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
   
   
   
   
   
   
   
   
   
   
   
   
                  



276



277



278



279



280



281



282

SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2020

P a g e  |  7

 

 
 
 

Notes 

31 December  
2020 

(Audited) 
SAR’000 

31 December  
2019 

(Audited) 
SAR’000 

ASSETS

Cash and cash equivalents 7 68,215 146,986 
Short term deposits 8 120,345 66,277 
Contributions and retakaful receivables, net 5 45,260 26,406 
Retakaful share of unearned contributions 10(b) 25,527 10,946 
Retakaful share of outstanding claims 12(b) 73,994 47,644 
Deferred policy acquisition costs 10(c) 3,947 1,985 
Investments   

Available-for-sale financial assets 4(a) &(c) 413,621 383,869 
Held-to-maturity financial assets 4(b) 146,339 146,372 

Prepaid expenses and other assets 6 3,762 1,062 
Fixed assets 8 75 
Intangible assets 2,029 2,216 
Statutory deposit 9 34,000 34,000 
Accrued income on statutory deposit 4,612 4,355 

     ───── ─────
TOTAL ASSETS 941,659 872,193

         ═════ ═════

Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman

The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF FINANCIAL POSITION (CONTINUED)
AT 31 DECEMBER 2020

P a g e  |  8

 Notes 

31 December 
2020 

(Audited) 
SAR’000 

31 December  
2019 

(Audited) 
SAR’000 

LIABILITIES

Accrued and other liabilities 13 49,435 43,282 
Provision for zakat and income tax 16 4,991 5,778 
Retakaful balances payable 25,014 15,864 
Unearned contributions 10(b) 34,283 15,703 
Unearned retakaful commission 10(c) 4,722 1,910 
Gross outstanding claims 12(b) 93,011 62,290 
Unexpired risk reserve 10(e) 8,836 5,889 
Non-unit reserve 10(d) 7,607 6,470 
Provision for employees’ end-of-service benefits 11 6,316 5,875 
Surplus distribution payable 17 6,593 6,593 
Reserve for takaful activities 10(a),4(c) 406,636 376,834 
Accrued income on statutory deposit 4,612 4,355 

   ────── ────── 
TOTAL LIABILITIES 652,056 550,843 

  
Takaful operations’ surplus              -              - 

────── ────── 
TOTAL LIABILITIES AND TAKAFUL OPERATIONS’ 
SURPLUS 652,056 550,843 

────── ────── 

SHAREHOLDERS’ EQUITY 

Share capital 14 340,000 340,000
Statutory reserve 15 14,788 14,788
Accumulated losses (64,566) (33,264)
Remeasurements of retirement benefit obligations 11 (1,218) (823)
Fair value reserve on available-for-sale financial assets 4(d) 599 649

────── ──────
NET EQUITY 289,603 321,350 

────── ──────
TOTAL LIABILITIES, TAKAFUL OPERATIONS’ 
SURPLUS AND SHAREHOLDERS’ EQUITY 941,659

 
872,193 

══════ ══════

Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman

The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF INCOME 
For the year ended 31 December 2020

P a g e  |  9

Note

2020
(Audited)

    SAR’000

2019
(Audited)

      SAR’000

REVENUES
Gross contributions written
- Family Takaful 18 152,601 128,502
- General Takaful 18 49,080 26,651

───── ───── 
201,681 155,153

Retakaful contribution ceded
- Local retakaful contribution ceded 18 (14,122) (7,999)
- Foreign retakaful contribution ceded 18 (77,364) (50,678)

Planholder charges 18 16,796 16,174
───── ───── 

Net contributions written 126,991 112,650
Changes in unearned contributions 18 (18,580) (6,138)
Changes in retakaful share of unearned contributions 18 14,582 3,977

───── ───── 
Net contributions earned 122,993 110,489
Fees and commission income 5,352 5,088
Other underwriting income 2,190 -

───── ───── 
Total revenue 130,535 115,577

───── ───── 
UNDERWRITING COSTS AND EXPENSES
Gross claims paid 12(a) (47,053) (39,239)
Retakaful share of claims paid 12(a) 38,010 31,181
Surrenders and maturities 19 (67,140) (81,688)

───── ───── 
Net claims and other benefits paid (76,183) (89,746)
Changes in outstanding claims, net (3,924) 682
Changes in IBNR, net (450) (1,872)

───── ───── 
Net claims and other benefits incurred (80,557) (90,936)

Changes in reserve for takaful activities 10(a) (16,378) 4,610
Changes in non-unit reserve (1,137) (891)
Changes in unexpired risk reserve (2,947) (2,898)
Policy acquisition costs (14,863) (5,630)

───── ───── 
Total underwriting costs and expenses (115,882) (95,745)

───── ───── 
Net underwriting income 14,653 19,832

───── ───── 
OTHER OPERATING EXPENSES
General and administrative expenses 20 (49,735) (50,686)
Rebate income 1,425 1,524
Income from deposits 2,911 6,440
Income from sukuk 3,983 3,792
Dividend income 225 -

───── ───── 
TOTAL OTHER OPERATING EXPENSES, NET (41,191) (38,930)

───── ───── 
Net loss for the year before attribution and zakat and tax (26,538) (19,098)
Net loss for the year attributed to the takaful operations       -                -

───── ───── 
Net loss for the year attributable to shareholders before zakat and tax (26,538) (19,098)
Zakat and tax for the year 16(a) (4,764) (5,702)

───── ───── 
Net loss attributable to the shareholders after zakat and tax (31,302) (24,800)

═════ ═════
Loss per share (SAR per share) (Basic) 21 (0.92) (0.73)

═════ ═════
Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman

The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2020

P a g e  |  1 0

 Notes 
2020

   SAR’000
2019

   SAR’000
 

Net loss attributable to the shareholders after zakat and tax (31,302) (24,800)

Other comprehensive income 

Items that will be reclassified to statement of income in subsequent periods

- Fair value change in available for sale investments – unrealized 4(c) 30,220 45,503

- Fair value change in reserve for takaful activities – unrealized 10(a) (30,220) (45,503)

- Fair value reserve on available-for-sale financial assets (50) 649

Items that will not be reclassified to statement of income in subsequent periods

- Re-measurements of retirement benefit obligations 11 (395) (610)

───── ─────
Total comprehensive loss for the year (31,747) (24,761)

═════ ═════

Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman

The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the year ended 31 December 2020

P a g e  |  1 1

Share
Capital

Statutory 
Reserve

Remeasurements of 
retirement benefit 

obligations

Fair value 
reserve on 

available-for-
sale financial 

assets
Accumulated 

losses Total
SAR’000 SAR’000 SAR’000 SAR’000    SAR’000    SAR’000

Balance as at 1 January 2020 340,000       14,788 (823)             649 (33,264) 321,350

Total comprehensive loss for the 
year

Net loss attributable to the 
shareholders after zakat and tax - - - - (31,302) (31,302)

Remeasurements of retirement 
benefit obligations - - (395) - - (395)

Fair value reserve on available-for-
sale financial assets - - - (50) - (50)

Total comprehensive loss for the 
year            -            - (395)          (50) (31,302) (31,747)

Transfer to statutory reserve             
(Note 15)           -            -                       -         -            -       -

────── ──────            ──────      ────── ────── ──────
Balance as at 31 December 2020 340,000 14,788 (1,218)             599 (64,566) 289,603

══════ ══════             ══════      ══════ ══════ ══════

Share
Capital

Statutory 
Reserve

Remeasurements of 
retirement benefit 

obligations

Fair value 
reserve on 

available-for-
sale financial 

assets
Accumulated 

losses Total
SAR’000 SAR’000 SAR’000 SAR’000    SAR’000    SAR’000

Balance as at 1 January 2019 340,000       14,788         (213)          - (8,464) 346,111

Total comprehensive loss for the 
year

Net loss attributable to the 
shareholders after zakat and tax            -            -               -         - (24,800) (24,800)

Remeasurements of retirement 
benefit obligations            -            - (610)         -             - (610)

Fair value reserve on available-for-
sale financial assets            -            -                 -          649             - 649

Total comprehensive loss for the 
year            -            - (610)          649 (24,800) (24,761)

Transfer to statutory reserve          
(Note 15)           -            -                       -         -            -       -

────── ──────            ──────      ────── ────── ──────
Balance as at 31 December 2019 340,000       14,788 (823)             649 (33,264) 321,350

══════ ══════             ══════     ══════ ══════ ══════

Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman

The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company)
STATEMENT OF CASH FLOWS 
For the year ended 31 December 2020

P a g e  |  1 2

 
 

Notes 
2020

SAR’000
       2019
SAR’000

     
CASH FLO WS FRO M O PERATING ACTIVITIES
Net loss before attribution and zakat and tax (26,538) (19,098)

Adjustment for non-cash items:
Amortisation 763 869
Depreciation 67 71
Income from sukuk (4,017) (3,826)
Amortization of premium on sukuks 40 34
Amortization of discount on sukuks (5) -
Reversal of impairment / (impairment charge) on contribution 
and retakaful receivables 5 865 (2,054)
Provision for employees’ end-of-service benefits 11 1,457 1,206

───── ─────
(27,368) (22,798)

Changes in operating assets and liabilities:
Contributions and retakaful receivables, net (18,854) (11,702)
Short term deposits (54,068) (66,277)
Retakaful share of unearned contributions (14,581) (3,977)
Retakaful share of outstanding claims (26,350) 10,086
Deferred policy acquisition costs (1,962) (966)
Available-for-sale financial assets (29,752) (31,105)
Prepaid expenses and other assets (2,700) 170
Accrued and other liabilit ies 6,153 23,904
Retakaful balances payable 9,150 9,984
Unearned contributions 18,580 6,138
Unearned retakaful commission 2,812 (380)
Gross outstanding claims 30,721 (8,896)
Unexpired risk reserve 2,947 2,898
Non-unit reserve 1,137 891
Reserve for takaful activities 29,802 24,719

───── ─────
(74,333) (67,311)

Employees’ end-of-service benefits paid, net of transfer in 11 (1,411) (857)
Zakat and income tax paid 16(c) (5,551) (5,958)

───── ─────
Net cash used in operating activities (81,295) (74,126)

───── ─────
CASH FLO WS FRO M INVESTING ACTIVITIES
Maturity of held-to-maturity financial assets - 50,000
Purchase of held-to-maturity financial assets - (75,209)
Income received from sukuk 3,100 3,528
Purchase of intangible assets (576) (1,226)

───── ─────
Net cash generated from/ (used in) from investing 
activities

2,524 (22,907)

───── ─────
Net change in cash and cash equivalents (78,771) (97,033)

Cash and cash equivalents, at the beginning of the year 7 146,986 244,019
───── ─────

Cash and cash equivalents, at the end of the year 7 68,215 146,986
═════ ═════

Non-cash supplemental information :
Net change in fair value of available-for-sale investments 4(c) 30,220 45,503
Net change in fair value of available-for-sale investments in 
local equity shares 4(d) (50) 649

═════ ═════
Naji AlMustafa                                              Hussam Alkhayal Mohammad Alshayea

Chief Financial Officer Chief Executive Officer Chairman
The accompanying notes 1 to 27 form an integral part of these financial statements. 
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SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS  
For the year ended 31 December 2020 
   

  P a g e  | 13 

1 ORGANIZATION AND PRINCIPAL ACTIVITIES 
 
SABB Takaful Company (the “Company”) is a Saudi Joint Stock Company registered in the Kingdom of 
Saudi Arabia under Commercial Registration No. 1010234032 dated 20 Jumad Awal 1428H 
(corresponding to 6 June 2007). The Company is listed on Saudi Stock Exchange ‘Tadawul’. The address 
of the registered office of the Company is P. O. Box 9086, Riyadh 11413, Kingdom of Saudi Arabia. 
 
The purpose of the Company is to transact takaful operations and all related activities. Its principal lines  
of business include Individual Family (Protection and Savings – Individual), Group Family  (Pro tect ion  
and Savings – Group) and General Takaful products. The Company operates only in the Kingdom of 
Saudi Arabia. 
 

2 BASIS OF PREPARATION  
 
a)  Basis of presentation and measurement 
The financial statements of the Company have been prepared in accordance with ‘International Financial 
Reporting Standards (IFRS) as endorsed in the Kingdom of Saudi Arabia and other standards and 
pronouncements issued by the Saudi Organization for Certified Public Accountants (SOCPA) and the 
Regulations for Companies in the Kingdom of Saudi Arabia. 
 
These financial statements have been prepared under the going concern basis and the historical cost convention, 
except for the measurement at fair value of unit-linked available-for-sale investments, end of service benefits 
and reserves for takaful activities are carried at present values using the actuarial valuation. Equity investments 
classified as available-for-sale investments are carried at closing market value. 
 
The Company’s management has made an assessment of its ability to continue as a going concern and is 
satisfied that it will be able to continue as a going concern in the foreseeable future. Furthermore, the 
management is not aware of any material uncertainties that may cast significant doubt upon the Company’s 
ability to continue as a going concern. Therefore, the financial statements have been prepared on the going 
concern basis. 
 
The statement of financial position is not presented using a current/non-current classification. However, the 
following items would generally be classified as non-current such as held-to-maturity investments, fixed assets, 
intangible assets, statutory deposit and provision for employees’ end-of-service benefits. All other financial 
statement line items would generally be classified as current. 
  
The Company presents its statement of financial position in order of liquidity. As required by the Saudi Arabian 
Insurance Regulations, the Company maintains separate books of accounts for takaful operations and 
shareholders’ operations and presents the financial statements accordingly (Note 25). Assets, liabilities, 
revenues and expenses clearly attributable to either activity are recorded in the respective accounts. The basis of 
allocation of expenses from joint operations is determined and approved by the management and the Board of 
Directors. 
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SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
For the year ended 31 December 2020 

P a g e  |  1 4  

 
2 BASIS OF PREPARATION (CONTINUED) 

 
a)  Basis of presentation and measurement (continued) 
 
The statement of financial position, statements of income, comprehensive income and cash flows of the takaful 
operations and shareholders’ operations which are presented in Note 25 of the financial statements have been 
provided as supplementary financial information to comply with the requirements of the guidelines issued by 
SAMA implementing regulations and is not required under IFRSs. SAMA implementing regulations requires 
the clear segregation of the assets, liabilities, income and expenses of the insurance operations and the 
shareholders’ operations. Accordingly, the statements of financial position, statements of income, 
comprehensive income and cash flows prepared for the takaful operations and shareholders’ operations as 
referred to above, reflect only the assets, liabilities, income, expenses and comprehensive gains or losses of the 
respective operations. 
 
In preparing the Company-level financial statements in compliance with IFRS, the balances and transactions of 
the insurance operations are amalgamated and combined with those of the shareholders’ operations. Inter-
operation balances, transactions and unrealised gains or losses, if any, are eliminated in full during 
amalgamation. The accounting policies adopted for the insurance operations and shareholders’ operations are 
uniform for like transactions and events in similar circumstances. 
 
b)  Functional and presentational currency 
The functional and presentational currency of the Company is Saudi Riyals (SAR). The financial 
statements values are presented in Saudi Riyals rounded to the nearest thousand (SAR’000), unless 
otherwise indicated. 
 
 

c) Fiscal year 
 
The Company follows a fiscal year ending December 31. 
 
 
d) Critical accounting judgments, estimates and assumptions  
 

The preparation of these financial statements requires the use of estimates and judgments that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting year. Although 
these estimates and judgments are based on management’s best knowledge of current events and actions, actual 
results ultimately may differ from those estimates. 
 
Estimates and judgments are continually evaluated and based on historical experience and other factors, 
including expectations of future events that are believed to be reasonable under the circumstances. 
 
In preparing this annual financial statements, the significant judgments made by the management in applying 
the Company’s accounting policies and the key sources  of estimation uncertainty were the same as those that 
applied to the financial statements for the year ended 31 December 2019. However, the Company has reviewed 
the key sources of estimation uncertainties disclosed in the last annual financial statements against the backdrop 
of the COVID-19 pandemic. For further details, refer to the note below to these financial statements. 
Management will continue to assess the situation, and reflect any required changes in future reporting periods. 
 
Impact of covid-19 on the technical reserves and financial assets  
 
The Coronavirus (“COVID-19”) pandemic continues to disrupt global markets as many geographies are 
experiencing a “second wave” of infections despite having previously controlled the outbreak through 
aggressive precautionary measures such as imposing restrictions on travel, lockdowns and strict social 
distancing rules. The Government of Kingdom of Saudi Arabia (“the Government”) however has managed to 
successfully control the outbreak to date, owing primarily to the effective measures taken by the Government, 
following which the Government has now ended the lockdowns and has begun taking phased measures to 
normalization. Recently, number of COVID-19 vaccines have been approved for mass distribution by various 
governments around the world. The Government has also approved a vaccine which is currently available for 
healthcare workers and certain other categories of people and it will be available to the masses in general 
during 2021. Despite the fact that there are some uncertainties around the COVID-19 vaccine such as how long 
the immunity last, whether vaccine will prevent transmission or not etc.; however, the testing results showed 
exceptionally high success rates. Hence, the Company continues to be cognizant of both the micro and 
macroeconomic challenges that COVID-19 has posed, the teething effects of which may be felt for some time, 
and is closely monitoring its operations at a granular level.  
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2 BASIS OF PREPARATION (CONTINUED) 
 
d) Critical accounting judgments, estimates and assumptions (continued) 
 
Impact of covid-19 on the technical reserves and financial assets (continued) 
 
The liquidity and solvency positions of the Company remain strong as at the date of issuing these financial 
statements. 
 
Notwithstanding these challenges, management believes that the technical reserves on life takaful business 
remains largely unaffected as the overall mortality due to COVID-19 in the Kingdom of Saudi Arabia is very 
low. Based on these factors the Company’s management believes that the COVID-19 pandemic has had no 
material effects on Company’s reported results for the year ended 31 December 2020. The Company continues  
to monitor the situation closely. 
 
To cater for any potential impacts, the COVID-19 pandemic may have had on the financial assets of the 
Company, the Company has performed an assessment in accordance with its accounting policy, to determine 
whether there is an objective evidence that a financial asset or a group of financial assets has been impaired. 
For debt financial assets, these include factors such as, significant financial difficulties of issuers or debtors, 
default or delinquency in payments, probability that the issuer or debtor will enter bankruptcy or other financial 
reorganization, etc. In case of equities classified under available-for-sale, the Company has performed an 
assessment to determine whether there is a significant or prolonged decline in the fair value of financial assets 
below their cost.  
 
Based on these assessments, the Company’s management believes that the COVID-19 pandemic has had no 
material effects on Company’s reported results for the year ended 31 December 2020. The Company’s 
management continues to monitor the situation closely. 
 
Following are the accounting judgments and estimates that are critical in preparation of these financial 
statements: 
 

- The ultimate liability arising from claims made under general takaful contracts  
 
The estimation of the ultimate liability arising from claims made under general takaful contracts is the 
Company’s most critical accounting estimate. There are several sources of uncertainty that need to be 
considered in the estimate of the liability that the Company will ultimately pay for such claims. Estimates are 
made at the end of the reporting period both for the expected ultimate cost of claim reported and for the 
expected ultimate costs of claims incurred but not reported (“IBNR”). Liabilities for unpaid reported claims  are 
estimated using the input of assessments for individual cases reported to the Company. At the end of each 
reporting period, prior year claims estimates are reassessed for adequacy and changes are made to the 
provision. 
 
The provision for claims incurred but not reported (IBNR) is an estimation of claims which are expected to be 
reported subsequent to the date of statement of financial position, for which the insured event has occurred 
prior to the date of statement of financial position. The primary technique adopted by the management in  
estimating the cost of notified and IBNR claims, is that of using the past claims settlement trends to predict 
future claims settlement trends. A range of methods such as Chain Ladder Method, Bornhuetter-Ferguson 
Method and Expected Loss Ratio Method are used by the actuaries to determine these provisions. Underlying 
these methods are a number of explicit or implicit assumptions relating to the expected settlement amount and 
settlement patterns of claims. For further details in relation to sources of uncertainty in estimation of future 
claim payments please refer note 26(a). 
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2 BASIS OF PREPARATION (CONTINUED) 
 
d) Critical accounting judgments, estimates and assumptions (continued) 
 
 

- The ultimate liability arising from claims made under individual and group family takaful contracts  
The liability for individual and group family takaful contracts is based on current assumptions of the contract, 
reflecting the best estimate at the time, increased with a margin for risk and adverse deviation. 
 
The main assumptions used relate to mortality, morbidity, longevity, investment returns, expenses, lapse and 
surrender rates and discount rates. The Company base mortality and morbidity tables on standard indus t ry  and 
national tables which reflect historical experience, adjusted when appropriate to reflect the Company’s unique 
risk exposure, product characteristics, target markets and own claims severity and frequency experience. For 
those contracts that insure risk to longevity, prudent allowance is made for expected future mortality 
improvements, but epidemics, as well as wide ranging changes to life style, could result in significant changes 
to the expected future mortality exposure. Reserve for takaful activities is calculated on the basis of an actuarial 
valuation method by an independent appointed actuary through the use of current unit fund price method. For 
further details in relation to sources of uncertainty in estimation of future claim payments please refer note 
26(a). 
 
Lapse and surrender rates depend on product features, policy duration and external circumstances, such as sale 
trends. Credible own experience is used in establishing these assumptions. 
 
Liabilities arising under general, individual and group takaful contracts are independently reviewed and 
certified by an appointed actuary. 
 
 

- Impairment of receivables  
A provision for impairment of receivables is established when there is objective evidence that the Company 
will not be able to collect all amounts due according to the original terms of the receivables. Significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganization, 
and default or delinquency in payments are considered indicators that the receivable is impaired. 
 
The Company assesses receivables that are individually significant and receivables included in a group of 
financial assets with similar credit risk characteristics for impairment. Receivables that are individually 
assessed for impairment and for which an impairment loss is or continues to be recognised 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 t he 
ability to pay all amounts due as per contractual terms. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



292

SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
For the year ended 31 December 2020 

P a g e  |  1 7  

 
3 SIGNIFICANT ACCOUNTING POLICIES 

 

The significant accounting policies applied in preparation of these financial statements are consistent with those 
followed in the preparation of the Company’s annual financial statements for the year ended 31 December 2019 
except for the adoption of new standards as mentioned in note 3(a). 
  
a) Adoption of new standards and amendments 
 
The following new standards, amendments and revisions to existing standards, which were issued by the 
International Accounting Standards Board (IASB), have been effective from 1 January 2020 and accordingly 
adopted by the Company. The Company has assessed that the amendments have no significant impact on the 
Company’s financial statements., as applicable: 
 
 

Standard / 
Amendments Description 
Amendments to IFRS 3 Definition of business 1 January 2020 
Amendments to 
References to the 
Conceptual Framework 
in IFRS Standards. 

The revised Conceptual Framework includes some new 
concepts, updated definitions and recognition criteria 
for assets and liabilities and clarifies some important 
concepts. 

1 January 2020 

Amendments to IFRS 9, 
IAS 39 and IFRS 7 

Interest Rate Benchmark Reform 1 January 2020 

Amendments to IAS 1 & 
IAS 8 

Definition of material  1 January 2020 

 
b) Standards issued but not yet effective 

 
The Company has chosen not to early adopt the following new standards which have been issued but not yet 
effective for the Company’s accounting year beginning on 1 January 2020 and is currently assessing their 
impact: 
 

 
Standard/ 
Interpretation 

 
 
Description 

Effective from 
periods beginning 
on or after the 
following date 

IFRS 17 Insurance Contracts  See note below 
IFRS 9 Financial Instruments See note below 
Amendments to IFRS 16 COVID-19 – Related Rent Concessions 1 June 2020 
Amendments to IAS 37 Onerous contracts – Cost of Fulfilling a contract 1 January 2023 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
c) Standards issued but not yet effective (continued) 
 
IFRS 17 - “Insurance Contracts” 
 

Overview 
This standard has been published in May, 2017. It establishes the principles for the recognition, measurement, 
presentation and disclosure of insurance contracts and supersedes IFRS 4 – Insurance contracts. 
The new standard applies to insurance contracts issued, to all reinsurance contracts and to investment contract s  
with discretionary participating features provided the entity also issues insurance contracts. It requires to 
separate the following components from insurance contracts: 

 embedded derivatives, if they meet certain specified criteria; 
 distinct investment components; and 
 any promise to transfer distinct goods or non-insurance services. 

 
These components should be accounted for separately in accordance with the related standards (IFRS 9 and 
IFRS 15).  
 
Measurement 
In contrast to the requirements in IFRS 4, which permitted insurers to continue to use the accounting policies 
for measurement purposes that existed prior to January 2005, IFRS 17 provides the following different 
measurement models: 
 
The General Measurement Model (GMM) is based on the following “building blocks”: 
a)   the fulfilment cash flows (FCF), which comprise: 

 probability-weighted estimates of future cash flows, 
 an adjustment to reflect the time value of money (i.e. discounting) and the financial risks associated 

with those future cash flows, 
 and a risk adjustment for non-financial risk; 

 
b)   the Contractual Service Margin (CSM). The CSM represents the unearned profit for a group of insurance 
contracts and will be recognized as the entity provides services in the future. The CSM cannot be negative at 
inception; any net negative amount of the fulfilment cash flows at inception will be recorded in profit or loss 
immediately. At the end of each subsequent reporting period the carrying amount of a group of insurance 
contracts is remeasured to be the sum of: 

 the liability for remaining coverage, which comprises the FCF related to future services and the CSM 
of the group at that date; and  

 the liability for incurred claims, which is measured as the FCF related to past services allocated to the 
group at that date. 

 
The CSM is adjusted subsequently for changes in cash flows related to future services. Since the CSM cannot 
be negative, changes in future cash flows that are greater than the remaining CSM are recognized in profit or 
loss. 
 
The effect of changes in discount rates will be reported in either profit or loss or other comprehensive income, 
determined by an accounting policy choice. 
 
The Variable Fee Approach (VFA) is a mandatory model for measuring contracts with direct participation 
features (also referred to as ‘direct participating contracts’). This assessment of whether the contract meets 
these criteria is made at inception of the contract and not reassessed subsequently. For these contracts, in 
addition to the adjustment under GMM, the CSM  is also adjusted for: 

 the entity’s share of the changes in the fair value of underlying items,  
 the effect of changes in the time value of money and in financial risks not relating to the underlying 

items. 
 
In addition, a simplified Premium Allocation Approach (PAA) is permitted for the measurement of the 
liability for the remaining coverage if it provides a measurement that is not materially different from the 
General Model Measurement or if the coverage period for each contract in the group is one year or less. With 
the PAA, the liability for remaining coverage corresponds to premiums received at initial recognition less 
insurance acquisition cash flows. The General Measurement Model remains applicable for the measurement of 
the liability for incurred claims. However, the entity is not required to adjust future cash flows for the time 
value of money and the effect of financial risk if those cash flows are expected to be paid/received in one y ear 
or less from the date the claims are incurred. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
c) Standards issued but not yet effective (continued) 
 

Effective date 
The effective date of IFRS 17 is currently 1 January 2023 and will supersede IFRS 4 “Insurance Contracts”. 
Earlier adoption is permitted if both IFRS 15 “Revenue from Contracts with Customers” and IFRS 9 “Financial 
Instruments” have also been applied. The Company expects a material impact on measurement and disclosure 
of insurance and reinsurance that will affect both the statement of income and the statement of financial 
position. The Company has decided not to early adopt this new standard. 
 
Transition 
Retrospective application is required. However, if full retrospective application for a group of insurance 
contracts is impracticable, then the entity is required to choose either a modified retrospective approach or a fair 
value approach. 
 
Presentation and Disclosures 
The Company expects that the new standard will result in a change to the accounting policies for insurance 
contracts together with amendments to presentation and disclosures.  
 
Impact 
The Company is currently in design phase of IFRS 17 implementation which requires developing and designing 
new processes and procedures for the business including any system developments required under IFRS 17 and 
detailed assessment of business requirements. Following are the main areas under design phase and status of the 
progress made so far by the Company: 
 
Impact Area Summary of Impact 

Governance and 
control framework    

The Company has put in place a comprehensive IFRS 17 governance program 
which includes establishing oversight steering committee for monitoring the 
progress of implementation and assigning roles and responsibilities to various 
stakeholders.    

Operational area    

The Company is in progress of designing operational aspects of the design phase 
which includes establishing comprehensive data policy and data dictionary. Also the 
Company is finalizing architectural designs for various sub-systems. The Company 
has progressed through assessment of business requirements and currently working 
on vendor selection while finalizing various process needed for transition and 
assessment of new resources needed.    

Technical and 
financial area    

The Company has completed various policy papers encompassing various technical 
and financial matters after concluding on policy decisions required under the IFRS 
17 standard. The policy decisions are taken after due deliberations among various 
stakeholders. Currently majority of policy papers have been approved by the 
Company's IFRS 17 project steering committee.    

Assurance plan    
The Company is working along with other stakeholders to finalize the assurance 
plan for transitional and post-implementation periods.    

   
The Company undertook a gap analysis in 2019 and the key areas of gaps are summarised below, however, 
these gaps continue to be explored further as part of the IFRS17 implementation project. 
   
Impact Area Summary of Impact 
Financial Impact The extent of differences in the profit emergence pattern and overall financial 

results of the Company is dependent on a number of factors such as: 
 The current accounting policy allows for the netting off of loss-making 

contracts against profitable. The separation of onerous and non-onerous 
contracts, and subsequently the different accounting treatment of the loss 
component vs CSM may result in significant differences in SABB’s profit 
emergence compared to current profile. 

 The choice of transition approach will result in differences in the future 
profit streams. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
c) Standards issued but not yet effective (continued) 

   
Data Impact Data storage capabilities will need to be developed or significantly enhanced to host 

capabilities for storing input data from source systems and a dedicated results 
storage capability. 
In addition, the standard requires that retrospective application is applied unless this  
is impracticable. The data required for transition (historical data) to perform full or 
modified retrospective calculations has been determined to mostly be available. 
However, the process to determining these historical balances is expected to be 
challenging especially due to the manual nature of historical models and the data 
maintenance processes which have mostly been Excel driven. 

IT Systems The calculation routines and data storage capabilities required under IFRS17 (for the 
general model and variable fee approach in particular) are significantly more 
complex than current reporting regimes. The existing models are unlikely to be 
sufficient in the long-term to meet the demands of IFRS17 and may not meet 
governance requirements which will be important given the granularity of 
information required. 
A CSM engine as well as new models will be required. 

Process Impact New processes that support IFRS17 reporting will be required. These will cover 
such areas as grouping decisions, initial calculation, subsequent measurement, 
unlocking of the Contractual Service Margin (CSM), as well as risk adjustment 
calculations. 

   
IFRS 9 - “Financial instruments” 

 

This standard was published on July 24, 2014 and has replaced IAS 39. The new standard addresses the 
following items related to financial instruments: 
 
a)   Classification and measurement: 
IFRS 9 uses a single approach to determine whether a financial asset is measured at amortized cost, at fair value 
through other comprehensive income or at fair value through profit or loss. A financial asset is measured at 
amortized cost if both: 

 the asset is held within a business model whose objective is to hold assets in order to collect 
contractual cash flows; and 

 the contractual terms of the financial asset give rise on specified dates to cash flows that are solely 
payments of principal and interest on the principal amount outstanding (“SPPI”). 

 
The financial asset is measured at fair value through other comprehensive income and realized gains or losses 
are recycled through profit or loss upon sale, if both conditions are met: 

 the asset is held within a business model whose objective is to hold assets in order to collect 
contractual cash flows and for sale; and 

 the contractual terms of cash flows are SPPI, 
 
Assets not meeting either of these categories are measured at fair value through profit or loss. Addit ionally, at 
initial recognition, an entity can use the option to designate a financial asset at fair value through profit or loss 
if doing so eliminates or significantly reduces an accounting mismatch. 
 
For equity instruments that are not held for trading, an entity can also make an irrevocable election to present in 
other comprehensive income subsequent changes in the fair value of the instruments (including realized gains 
and losses), dividends being recognized in profit or loss. 
 
Additionally, for financial liabilities that are designated as at fair value through profit or loss, the amount of 
change in the fair value of the financial liability that is attributable to changes in the credit risk of that liability 
is recognized in other comprehensive income, unless the recognition of the effects of changes in the liability’s 
credit risk in other comprehensive income would create or enlarge an accounting mismatch in profit or loss. 
 
b)   Impairment: 
The impairment model under IFRS 9 reflects expected credit losses, as opposed to incurred credit losses under 
IAS 39. Under the IFRS 9 approach, it is no longer necessary for a credit event to have occurred before credit 
losses are recognized. Instead, an entity always accounts for expected credit losses and changes  in those 
expected credit losses. The amount of expected credit losses is updated at each reporting date to reflect changes  
in credit risk since initial recognition. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
c) Standards issued but not yet effective (continued) 
 
c)   Hedge accounting: 
IFRS 9 introduces new requirements for hedge accounting that align hedge accounting more closely with Risk 
Management. The requirements establish a more principles-based approach to the general hedge accounting 
model. The amendments apply to all hedge accounting with the exception of portfolio fair value hedges of 
interest rate risk (commonly referred to as “fair value macro hedges”). For these, an entity may continue to 
apply the hedge accounting requirements currently in IAS 39. This exception was granted largely because the 
IASB is addressing macro hedge accounting as a separate project. 
 
Effective date 
The published effective date of IFRS 9 was 1st January 2018. However, amendments to IFRS 4 – Insurance 
Contracts: Applying IFRS 9 – Financial Instruments with IFRS 4 – Insurance Contracts, published on 12th 
September 2016, changes the existing IFRS 4 to allow entities issuing insurance contracts within the scope of 
IFRS 4 to mitigate certain effects of applying IFRS 9 before the IASB’s new insurance contract standard (IFRS 
17 – Insurance Contracts) becomes effective. The amendments introduce two alternative options: 
 

- Apply a temporary exemption from implementing IFRS 9 until the earlier of: 
 

 the effective date of a new insurance contract standard; or 
 annual reporting periods beginning on or after January 1, 2023. On March 17, 2020, the 

International Accounting Standards Board (“IASB”) decided to extend the effective date of 
IFRS 17 and the IFRS 9 temporary exemption in IFRS 4 from January 1, 2021 to January  1, 
2023. Additional disclosures related to financial assets are required during the deferral 
period. This option is only available to entities whose activities are predominately connected 
with insurance and have not applied IFRS 9 previously; or 

 
- Adopt IFRS 9 but, for designated financial assets, remove from profit or loss the effects of some of 

the accounting mismatches that may occur before the new insurance contract standard is implemented. 
During the interim period, additional disclosures are required. 

 
The Company has performed a detailed assessment beginning Jan 01, 2017: (1) The carrying amount of the 
Company’s liabilities arising from contracts within the scope of IFRS 4 (including deposit components or 
embedded derivatives unbundled from insurance contracts) were compared to the total carrying amount of all 
its liabilities; and (2) the total carrying amount of the company’s liabilities connected with insurance were 
compared to the total carrying amount of all its liabilities. Based on these assessments the Company determined 
that it is eligible for the temporary exemption.  Consequently, the Company has decided to defer the 
implementation of IFRS 9 until the effective date of the new insurance contracts standard. Disclosures related 
to financial assets required during the deferral period are included in the Company’s financial statements. 
 
Impact assessment 
As at December 31, 2020, the Company has total financial assets and insurance related assets amounting to SR 
833.6 million  and SR 103.4 million, respectively (2019: SR 808.27 million and SR 60.58 million). Currently, 
financial assets held at amortized cost consist of held-to-maturity financial assets, short term deposits, cash and 
cash equivalents, statutory deposit and certain other receivables amounting to SR 420 million (2019:SR 424.40 
million). Fair value of unit linked investments held at fair value through other comprehensive income (FVOCI) 
as at December 31, 2020 is SR 406.6 million (2019: SR 376.8 million). For equity investments, the Company 
expects to use the ‘FVOCI’ classification based on the business models and strategic nature of such 
investments. Further, the Company expects to use the ‘Amortised cost’ classification for its investments in debt  
instruments based on the nature and the related business models of the Company. Investment in unit-linked 
investments currently classified as available for sale category under IAS 39 will be at FVTPL under IFRS 9. 
However, the Company is yet to perform a detailed assessment to determine whether the debt securities meet 
the SPPI test as required by IFRS 9. Credit risk exposure, concentration of credit risk and credit quality of these 
financial assets are mentioned under risk management policies in note 26. The Company’s financial assets have 
low credit risk as at December 31, 2020 and 2019.  
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
The significant accounting policies used in the preparation of these financial statements are as follows: 
 

Revenue recognition 
 

Recognition of contribution and commission revenue 
 

Contributions are recorded in the statement of income based on straight line method over the insurance policy 
coverage period. Unearned contribution represents the portion of contribution written relating to the unexpired 
period of coverage at the reporting date. The change in the provision for unearned contribution is taken to the 
statement of income in order that revenue is recognized over the period of risk. 
 
In case of unit-linked policies, planholder charges include fees for policy administration, investment 
management, surrenders or other contract services. The fees may be for fixed amounts o r vary  with  the 
amounts being managed, and will generally be charged as an adjustment to the policyholder’s investment  
balance. The planholder charges are recognised in the same period in which the fees are charged  to  the 
policyholder in the statement of income. 
 
Commission revenue on retakaful contracts relating to general takaful and individual family segments are 
deferred and amortised on a straight-line basis over the term of the retakaful contracts. 
 

Retakaful commissions include profit participation on retakaful contracts. The Company recognises it s  
share of profits on accrual basis when the amounts can be determined with reasonable accuracy. 
 

Investment income 
Investment income on held-to-maturity investments and murabaha deposits are accounted for on an 
effective profit rate basis. Investment income includes rebate pertaining to unit-linked investments, 
calculated in accordance with the terms of agreement with Fund Manager and is accounted for on accrual 
basis. 

 
Retakaful 
The Company cedes its takaful risk in the normal course of business fo r all o f it s  s egments. Retakaful 
contracts are contracts entered into by the Company under which the Company is compensated for losses on  
takaful contracts issued. Re-takaful arrangements do not relieve the Company from its obligations to 
policyholders. 
 
The benefits to which the Company  is entitled under its retakaful contracts held are recognized as 
retakaful assets. These assets consist of the retakaful share of claims paid and other receivables s uch as  
retakaful commissions and the retakaful share of outstanding claims that are dependent on  the expected 
claims and benefits arising under the related retakaful contracts.  
 
Amounts recoverable from or due to retakaful companies are recognized consistently with  the amounts 
associated with the underlying takaful contracts and in accordance with the terms of each retakafu l 
contract. 
 
At each reporting date, the Company assesses whether there is any indication that a retakaful asset may be 
impaired. Where an indicator of impairment exists, the Company makes a formal estimate of the 
recoverable amount. Where the carrying amount of a retakaful asset exceeds its recoverable amount, the 
asset is considered impaired and is written down to its recoverable amount. Impairment is recognized in  
the statement of income.  
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
 

Receivables 
Contribution receivables are stated at gross written contributions receivable from takaful contracts, less an 
allowance for any uncollectible amounts. Contributions and retakaful balances receivable are recognised  
when due and measured on initial recognition at the fair value of the consideration received or receivable. 
The carrying value of receivable is reviewed for impairment at each reporting date and whenever events 
or circumstances indicate that the carrying amount may not be recoverable, th e impairment loss is 
recorded in in the statement of income. Receivable balances are derecognized when  the Company  no 
longer controls the contractual rights that comprise the receivable balance, which  is  normally  the case 
when the receivable balance is sold, or all the cash flows attributable to the balance are passed through to  
an independent third party. Receivables disclosed in note 5 fall under the scope of IFRS 4 “Ins urance 
contracts”. 
 
Investments 
The Company’s investments are classified as available-for-sale investments and held-to-maturity 
investments. 
 

The classification depends on the purpose for which the investments were acquired or originated. 
 

Available-for-sale financial assets  
Available-for-sale financial assets are those non-derivative financial assets that are neither clas sified  as 
held for trading or held to maturity or loans and receivables, nor are designated at fair value through profit 
or loss. Such investments are initially recorded at cost, being the fair value of the consideration g iven 
including transaction costs directly attributable to the acquisition of the investment  and s ubsequent ly 
measured at fair value. Cumulative changes in fair value of such investments are recognized in other 
comprehensive income in the statement of comprehensive income. Realized gains  o r los ses on  s ale o f 
these investments are reported in the statement of income under “Realized gain / (los s) on  investments 
available for sale investments.” 
 
Dividend, commission income/ rebate and foreign currency gain/loss on available-for-sale investments are 
recognized in the related statements of income or statement of comprehensive income, as part o f the net  
investment income / loss. 
 
Any significant or prolonged decline in fair value of available-for-sale investments is  ad justed  fo r and  
reported in the statement of comprehensive income, as impairment charges. 
 
Fair values of available-for-sale investments are based on quoted prices for marketable securities or 
estimated fair values.  
 
Available-for-sale financial assets held to cover unit-linked liabilities represent assets as sociated with  
contracts, for which the investment risk lies predominantly with the contract holder. These represent  
investments in units of mutual funds, which are readily marketable. The fair value changes o f ins urance 
liabilities is taken to the other comprehensive income to match the fair value changes in underlying 
investments in the other comprehensive income. 

 

Held-to-maturity financial assets 
Investments having fixed or determinable payments and fixed maturity that the Company has the positive 
intention and ability to hold to maturity are classified as held to maturity. Held to maturity investments are 
initially recognised at fair value including direct and incremental transaction costs and subsequently  
measured at amortised cost, less provision for impairment in value if any. Amortised cost is calculated by  
taking into account any discount or premium on acquisition using an effective yield basis. Any gain o r 
loss on such investments is recognised in the statement of income when the investment is derecognised or 
impaired. The fair value of commission-bearing items, if any is estimated based on discounted cash flows  
using commission for items with similar terms and risk characteristics. 
 
Derecognition of financial instruments 
The derecognition of a financial instrument takes place when the Company no longer controls the 
contractual rights that comprise the financial instrument, which is normally the case when the instrument  
is sold, or all the cash flows attributable to the instrument are passed through to an independent third party 
and the Company has also transferred substantially all risks and rewards of ownership. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
 

Offsetting 
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial 
position only when there is a currently enforceable legal right to offset the recognised amounts and  there 
is an intention to settle on a net basis, or to realize the assets and settle the liability simultaneously. 
Income and expense is not offset in the statement of income unless required or permitted by any 
accounting standard or interpretation. 
 
Trade date accounting 
All regular way purchases and sales of financial assets are recognized/ derecognized on the trade date (i.e. 
the date that the Company commits to purchase or sell the assets). Regular way purchases o r s ales are 
purchases or sales of financial assets that require settlement of assets within  the t ime  frame generally  
established by regulation or convention in the market place. 
 
Impairment of financial assets 
 
The Company assesses, at each reporting date, whether there is objective evidence that a financial asset or 
a group of financial assets is impaired. An impairment exists if one or more events that has occurred since 
the initial recognition of the asset (an incurred ‘loss event’), has an impact on the estimated fu ture cash 
flows of the financial asset or the group of financial assets that can be reliably estimated.  
 

Evidence of impairment may include: 
 

- Significant financial difficulty of the issuer or debtor; 
- A breach of contract, such as a default or delinquency in payments;  
- It is probable that the issuer or debtor will enter bankruptcy or other financial reorganization; 
- The disappearance of an active market for that financial asset because of financial difficulties; or 
- Observable data indicating that there is a measurable decrease in the estimated future cash flow 

from a group of financial assets s ince the initial recognition of those assets, although the decrease 
cannot yet be identified with the individual financial assets in the Company, including: 

- adverse changes in the payment status of issuers or debtors in the Company; or 
- national or local economic conditions at the country of the issuers that correlate with defaults on 

the assets. 
 

If there is objective evidence that an impairment loss on a financial asset exists, the impairment is 
determined as follows: 
 

- For equities and funds carried as AFS, impairment is the significant or prolong decline in the fair 
value of the financial asset. 

- For debt securities carried at amortized cost, impairment is based on estimated future cash flows 
that are discounted at the original effective commission rate. 

 
The determination of what is ‘significant’ or ‘prolonged’ requires judgment. A period of 12 months o r 
longer is considered to be prolonged and a decline of 30% from original cost is considered significan t as  
per Company policy. In making this judgment, the Company evaluates, among other factors, the duration 
or extent to which the fair value of an investment is less than its cost.  
 
In making an assessment of whether an investment in debt instrument is impaired, the Company considers 
the factors such as market’s assessment of creditworthiness as reflected in the bond yields, rating 
agencies’ assessment of creditworthiness, country’s ability to access the capital markets  fo r new deb t 
issuance and probability of debt being restructured, resulting in holders suffering losses through voluntary 
or mandatory debt forgiveness. The amount recorded for impairment is the cumulative loss meas ured as  
the difference between the amortised cost and the revised carrying value determined using es timated 
future cash flows discounted using original IRR, less any impairment loss on that investment p reviously 
recognised in the statement of income and statement of comprehensive income. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 
 
Fixed assets - Motor vehicles 
Motor vehicles are stated at cost less accumulated depreciation and any impairment los ses. Subsequent 
costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, on ly 
when it is probable that future economic benefits associated with the item will flow to the Company  and 
the cost of the item can be measured reliably. All other repairs and maintenance are charged to the 
statement of income during the financial period in which they are incurred. The cost less estimated 
residual value of vehicles is depreciated on a straight line basis over the estimated useful life of 4 years. 
 
The assets’ residual values and useful lives are reviewed at each reporting date and adjusted if 
appropriate. The carrying values of these assets are reviewed for impairment when even t o r changes in  
circumstances indicate that the carrying value may not be recoverable. If any such indication  exis ts and 
where the carrying values exceed the estimated recoverable amount, the assets are written down to  thei r 
recoverable amount.  
 
Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and are 
included in “Other operating income, net” in the statement of income. 
 
Earnings per share 
The Company presents basic earnings per share (EPS) data for its ordinary shares. Basic EPS is calculated 
by dividing the profit or loss attributable to ordinary shareholders of the Company by the weighted 
average number of ordinary shares outstanding during the year.  
 
Cash flow statement 
 
The Company’s main cash flows are from insurance operations which are classified  as cash flow from 
operating activities. Cash flows generated from investing and financing activities are classified 
accordingly. 
 
Surplus distribution 
The Company is required to distribute 10% of the net surplus from takaful operations to policyholders and 
the remaining 90% to the shareholders of the Company in accordance with the Insurance Law and 
Implementation Regulations issued by the Saudi Central Bank (“SAMA”). Any deficit arising on takaful 
operations is transferred to the shareholders’ operations in full. 
 
Intangible assets 
Intangible assets acquired separately are measured on initial recognition at cost. Following initial 
recognition, intangible assets are carried at cost less any accumulated amortization and any accumulated 
impairment losses. 
 
Intangible assets with finite lives are amortized over the useful economic life and assessed for impairment  
whenever there is an indication that the intangible asset may be impaired. 
 
Amortization is calculated on a straight line basis over the useful life of the assets as follows: 
 

 Software - 5 years 
 
The amortization period and the amortization method for an intangible asset with a finite us eful life are 
reviewed at least at each financial year end. Changes in the expected useful life or the expected pattern o f 
consumption of future economic benefits embodied in the asset is accounted for by changing the 
amortization period or method, as appropriate, and are treated as changes in accounting  est imates. The 
amortization expense on intangible assets with finite lives is recognized in the statement of income.  
 
Gains or losses arising from derecognizing an intangible asset are measured as the difference between the 
net disposal proceeds and the carrying amount of the asset and are recognized in the statement of    income 
when the asset is derecognized. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Leases 

   Right of Use Asset / Lease Liabilities 
 
On initial recognition, at inception of the contract, the Company shall assess whether the contract  is , o r 
contains, a lease. A contract is, or contains, a lease if the contract conveys the right to contro l the use o f 
an identified asset for a period of time in exchange for consideration. Contro l is identified if mos t  o f the 
benefits are flowing to the Company and the Company can direct the usage of such assets. 
 
At inception or on reassessment of a contract that contains a lease component, the Company allocates the 
consideration in the contract to each lease component on the basis of their relative s tand-alone p rices. 
However, for the leases of land and buildings in which it is a lessee, the Company has elected not to 
separate non-lease components and account for the lease and non-lease component s as a s ing le lease 
component. 
 
Right of Use Assets 
 

Company applies cost model, and measure right of use (RoU) asset at cost; 
 
 less any accumulated depreciation and any accumulated impairment losses; and  
 adjusted for any re-measurement of the lease liability for lease modifications 

 
Generally, RoU asset would be equal to the lease liability. However, if there are additional costs s uch as  
Site preparation, non-refundable deposits, application money, other expenses related to t ransaction etc. 
need to be added to the RoU asset value. 
 
The right-of-use asset is subsequently depreciated using the straight-line method from the commencement 
date to the earlier of the end of the useful life of the right-of-use asset or the end of the leas e term. The 
estimated useful lives of right-of-use assets are determined on the same basis as those o f p roperty and 
equipment 
 
Lease Liability    
 

On initial recognition, the lease liability is the present value of all remaining payments to the lessor, 
discounted using the interest rate implicit in the lease or, if that rate cannot be readily  determined , the 
Company's incremental borrowing rate. Generally, the Company uses its incremental borrowing  rate as 
the discount rate.  
 
After the commencement date, Company measures the lease liability by: 
 

 Increasing the carrying amount to reflect interest on the lease liability. 
 Reducing the carrying amount to reflect the lease payments made and; 

 
Re-measuring the carrying amount to reflect any re-assessment or lease modification. The lease liability is 
measured at amortised cost using the effective interest method. It is remeasured when there is a change in  
future lease payments arising from a change in an index or rate, if there is a change in the Company's 
estimate of the amount expected to be payable under a residual value guarantee, or if the Company 
changes its assessment of whether it will exercise a purchase, extension or termination option. 
 
When the lease liability is remeasured in this way, a corresponding adjustment is made to  the c arry ing  
amount of the right-of-use asset, or is recorded in profit or loss if the carrying amount of the right -of-use 
asset has been reduced to zero. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Leases (continued) 
 
Short-term leases and leases of low-value assets 
 
The Company has elected not to recognise right-of-use assets and lease liabilities for s hort -term leas es 
that have a lease term of 12 months or less and leases of low-value assets, including IT equ ipment The 
Company recognises the lease payments associated with these leases as an expense on a straight-line basis 
over the lease term. 
 
Impairment of non-financial assets 

   
Assets that have an indefinite useful life – for example, land – are not subject to  depreciation and are 
tested annually for impairment. Assets that are subject to depreciation are reviewed for impairment 
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.  
 
An impairment loss is recognized for the amount by which the asset ’s carrying amount exceeds its 
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to  s ell and  
value in use. For the purpose of assessing impairment, assets are grouped at the lowest  level fo r which  
there are separately identifiable cash flows (cash-generating units). 

 
Employees’ end-of-service benefits 
The Company operates an end of service benefit plan for its employees based on the prevailing Saudi Labor 
Laws. Accruals are made at the present value of expected future payments in respect of services provided by 
the employees up to the end of the reporting period using the projected unit credit method. Consideration is 
given to expected future wage and salary levels, experience of employee departures and periods of service. 
Expected future payments are discounted using market yields at the end of the reporting period of high-quality 
corporate bonds with terms and currencies that match, as closely as possible, the estimated future cash 
outflows. The benefit payments obligation is discharged as and when it falls due. Remeasurements (actuarial 
gains/ losses) as a result of experience adjustments and changes in actuarial assumptions are recognised in other 
comprehensive income. 
 
Provisions, accrued expenses and other liabilities 

   

Provisions are recognised when the Company has a present obligation (legal or constructive) arising from past 
events, and the costs to settle the obligation are both probable and may be measured reliably. Provisions are not  
recognised for future operating losses. Liabilities are recognised for amounts to be paid in the future for goods 
or services received, whether billed by the supplier or not. 
 

Dividend distribution 
Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial 
statements in the period in which the dividends are approved by the Company’s shareholders. 
 
Zakat and income tax 
The Company is subject to zakat in accordance with the regulations of the General Authority of Zakat and 
Tax (“GAZT”). Zakat is computed on the Saudi shareholders’ share of equity or net  income using the 
basis defined under the Zakat regulations. Income taxes are computed on the foreign shareholders share of 
net adjusted income for the year. Zakat and income tax is accrued on a quarterly basis through statement 
of income. Additional amounts payable, if any, at the finalization of final assessments are accounted  fo r 
when such amounts are determined.  
   
Deferred income tax 
Deferred income tax is provided using the liability method on temporary differences arising between  the 
carrying amounts of assets and liabilities for financial reporting purposes and amounts used for the 
taxation purposes. The amount of deferred tax provided is based on the expected manner of realization  o r 
settlement of the carrying amounts of assets and liabilities using the tax rates enacted o r s ubstant ively  
enacted at the reporting date. A deferred tax asset is recognized only to the extent that it is probable that 
future taxable profits will be available and the credits can be utilized. Deferred tax asset is reduced to  the 
extent that it is no longer probable that the related tax benefits will be realized.  
 
Deferred tax liabilities and assets are not recognised for temporary differences between the ca rrying 
amount and tax bases of investments in foreign operations where the Group is able to control the timing of 
the reversal of the temporary differences and it is probable that the differences will no t  revers e in  the 
foreseeable future. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Deferred income tax (continued) 
 
Deferred tax assets and liabilities are offset where there is a legally enforceable right to offset curren t tax 
assets and liabilities and where the deferred tax balances relate to the same taxation authority. Current tax 
assets and tax liabilities are offset where the entity has a legally enforceable right to o ffset and in tends 
either to settle on a net basis, or to realise the asset and settle the liability simultaneously. 
 
Current and deferred tax is recognised in profit or loss, except to the extent that it relates to items 
recognised in other comprehensive income or directly in equity. In this case, the tax is also recognized. 
 
Cash and cash equivalents 
Cash and cash equivalents comprise cash at bank and murabaha deposits with an original maturity o f th ree 
months or less at the date of acquisition. Murabaha deposits represent deposits with  local banks that  has 
original maturity of less than three months at the date of acquisition. These are carried at amortised cost and 
the respective returns are accounted for using an effective profit rate basis. 
 
Short term deposits  
 
Short term deposits represent deposits with local banks that has original maturity of more than three months  
at the date of acquisition. The carrying value of short term deposits reasonably approximate the fair value at  
the statement of financial position date. 
 
Foreign currencies 
Transactions in foreign currencies are recorded in Saudi Riyals at the exchange rate prevailing at the date o f 
the transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated to Saudi 
Riyals at the rate of exchange prevailing at the statement of financial position date. All differences are taken 
to the statements of income and comprehensive income. Non-monetary items that are measured in terms of 
historical cost in a foreign currency are translated using the exchange rate as at the date of the initial 
transaction and are not subsequently restated.  
 
As the Company’s foreign currency transactions are primarily in US dollars, foreign exchange gains and 
losses are not significant and have not been disclosed separately. 

 
Operating segments 
A segment is a distinguishable component of the Company that is engaged in  p rov id in g products o r 
services (a business segment), which is subject to risk and rewards that are different from thos e o f o ther 
segments. The operating results of the segment are reviewed regularly by the chief operating decis ion  
maker to make decisions about resources allocated to each segment and assess its performance, and fo r 
which discrete financial information is available. For management purposes, the Company  is  o rgan ised 
into business units based on their products and services and has three reportable operat ing  s egments as  
follow: 
 
(i) Individual Family Takaful products meet individual customer needs such as financial protection 

for dependents in the event of death or disability of the planholder, children education, saving for 
retirement and protection for the family and similar products. These products cater to  various 
segments of the Saudi market. 

 
 (ii) Group Family Takaful products provide cover for employees and their families in  the even t o f 

death or total and permanent disability. Packaged as group takaful solutions, they meet the 
protection needs of groups of various natures and sizes and are ideal for corporations or 
institutions. 

 

(iii) General Takaful products for companies provide companies with cover mainly for property, 
personal accident and marine cargo for unpredictable events. General Takaful solutions for 
individuals protect the individuals and their families against unfortunate events with  respect to  
the planholder’s home property, incidences during travel and personal accident. 

 
Segment performance is evaluated based on segment profit or loss which, in certain respects, is measured 
differently from profit or loss in the financial statements. Zakat and income tax are managed for the 
Company as a whole and are not allocated to individual operating segments and on ly  allocated to  the 
shareholders’ operations. 
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3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Operating segments (continued) 
 
No inter-segment transactions occurred among the operating segments during the year. If any transact ion 
were to occur, transfer prices between operating segments are set on an arm’s length basis in  a manner 
similar to transactions with third parties. Segment income, expense and results will then  include those 
transfers among operating segments which will then be eliminated at the level of financial statements o f 
the Company. 
 

Operating segments are reported in a manner consistent with the internal reporting provided to the ch ief 
operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources 
and assessing performance of the operating segments, has been identified as the chief execu t ive o fficer 
that makes strategic decisions. 
 
Operating segments do not include shareholders’ operations of the Company. Investment income earn ed  
from murabaha deposits and sukuks is the only revenue generating activity. Certain direct operating 
expenses and other overhead expenses are allocated to this segment on an appropriate basis. The s urp lus 
from the takaful operations is allocated to this segment on an appropriate basis. 
 
 

The Company carries out its activities entirely in the Kingdom of Saudi Arabia, hence reporting is 
provided by business segments only. 
 
Statutory reserve 
In accordance with the bye-laws, the Company shall allocate 20% of its net income each year to the statutory 
reserve until it has built up a reserve equal to the issued share capital. The reserve is  no t available fo r 
distribution. 
 
Surrenders and maturities    
Surrenders refer to the partial or full termination of the individual family takaful contract. Surrenders are 
accounted for on the basis of notifications received and are charged to statement of income in the period  
in which they are notified. Maturities refers to the amount given to the insured  towards the end of the 
maturity period of the individual family takaful contract. Surrenders and maturities are calculated based  
on the terms and conditions of the respective takaful contracts. 
   
Fair values 
The fair value of financial assets are based on quoted prices for marketab le s ecurit ies o r es timated fair 
values. The fair value of commission-bearing items is estimated based on d iscounted cash  flow using 
commission for items with similar terms and risk characteristics.  
 
For financial assets where there is no active market, fair value is determined by reference to the market value 
of a similar financial assets or where the fair values cannot be derived from active market, they are 
determined using a variety of valuation techniques. The inputs of this models is  taken from obser vable 
market where possible, but where this is not feasible, a degree of judgment is required in establis hing fair 
values. 
 
Product classification 
Takaful contracts are those contracts where the Company (the insurer) has accepted s ignifican t takaful 
risk from another party (the plan/ policy holders) by agreeing to compensate the planholders if a specified  
uncertain future event (the insured event) adversely affects the planholders.  
 
Once a contract has been classified as a takaful contract, it remains a takaful contract for the remainder o f 
its lifetime, even if the takaful risk reduces significantly during this period, unless all rights and 
obligations are extinguished or expired. 
 
In individual family segment, investment contracts are those contracts that transfer financial risks with no  
significant takaful risk. 
 
Liability adequacy test 
At each statement of financial position date, liability adequacy tests are performed to ensure the adequacy 
of the takaful contracts liabilities net of related deferred policy acquisition costs. In performing these tests 
management uses current best estimates of future contractual cash flows and claims handling and 
administration expenses. Any deficiency in the carrying amounts is immediately charged to the statement  
of income by establishing a provision for losses arising from liability adequacy tests accordingly. 



305

SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
For the year ended 31 December 2020 

P a g e  |  3 0  

 
3 SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 
Deferred policy acquisition costs  

Commissions and other costs directly related to the acquisition and renewal of t akaful contracts are 
deferred and amortized over the terms of the takaful contracts to which they relate, similar to 
contributions earned. All other indirect acquisition costs are recognized as an expense when incurred. 
Amortization is recorded in the “Policy acquisition costs” in the statement of income. 
 
Changes in the expected useful life or the expected pattern of consumption of future economic benefit s 
embodied in the asset are accounted for by changing the amortization period and are treated as a change in 
accounting estimate. 
 
Deferred policy acquisition costs are considered in the liability adequacy test at each reporting date after 
assessing the deferred policy acquisition costs' useful lives  and whether impairment is required. An 
assessment of the expected useful lives or whether any impairment is required is performed of the policies 
at each reporting date or more frequently if circumstances exist which require assessment. If the 
assumptions relating to future profitability of these policies are not realized, the amort izat ion o f these 
costs could be accelerated and this may also require write-offs in the statement of income.  

   
Claims 
Claims consist of amounts payable to policyholders and third parties and related loss adjustment 
expenses, net of salvage and other recoveries. Gross outstanding claims comprise the gross estimated cost 
of claims incurred but not settled at the statement of financial position date together with related  claims  
handling costs, whether reported by the insured or not. Provisions for reported claims not paid  as o f the 
statement of financial position date are made on the basis of individual case estimates. In  add it ion  fo r 
group family products and general takaful products, a provision based on management’s judgment and the 
Company’s prior experience is maintained for the cost of settling claims incurred but not reported 
including related claims handling costs at the statement of financial position date.  
 
The outstanding claims are shown on a gross basis and the related retakaful share is shown separately. 
Further, the Company does not discount its liability for unpaid claims as substantially all claims are 
expected to be paid within one year of the statement of financial position date.    
 
Reserve for takaful activities 
Takaful contracts are defined as those containing significant insurance risk if, and  on ly  if, an  ins ured  
event could cause an insurer to make significant additional payments in any scenario, excluding scenarios 
that lack commercial substance, at the inception of the contract. Such contracts remain insurance contracts 
until all rights and obligations are extinguished or expired. Any contracts not considered to be insurance 
contracts under IFRS are classified as investment contracts.  

   
This reserve pertains to individual family contracts which insure human life events such as death over a 
long period of time. Insurance premiums are recognised directly as liabilities. These liabilities are 
increased/ decreased by change in the unit prices as in the case of unit-linked contracts and are decreased 
by planholder charges and surrenders and maturities. At each reporting date, such reserve is calculated on  
the basis of an actuarial valuation method by an independent appointed actuary through the use of current  
unit fund price method. 
 
For unit linked policies, liability is equal to the underlying investments. The investment component  o f 
these insurance contracts are designated as ‘Available-for-sale financial assets held to cover un it -linked 
liabilities’. The fair value changes of insurance liabilities is taken to the other comprehensive income to  
match the fair value changes in underlying investments in the other comprehensive income. 

 
Unexpired risk reserve 
At each statement of financial position date, unexpired risk reserve is calculated and accounted fo r when  
the unearned contribution on all takaful contracts is not sufficient (based on the actual experience) to meet 
the expected cost of future claims. 
 
Non-unit reserve 
The non-unit reserve is calculated based on the present value of future assumed expenses and claims  les s 
the present value of future expected income arising from charges on all individual family takaful policies . 
The present value is calculated using prudent assumptions (margins added on the best estimates). 
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4 INVESTMENTS 
 

a) Investments comprise available-for-sale and held-to-maturity investments. An analysis of investments is  
set out below: 

 
31 December 2020 

SAR’000  
 
 

Takaful  
Operations 

Shareholders’ 
Operations 

 
   Total 

Available-for-sale investments – Quoted     
Investment in Amanah Mutual Funds – note 4(c) 406,636 - 406,636 
Investment in local equity shares – note 4(d) - 6,985 6,985 
 ───── ───── ───── 
 406,636 6,985 413,621 
 ───── ───── ───── 
Held-to-maturity investments – Unquoted – note 4(b)    
General Authority of Civil Aviation Sukuk (GACA – I) - 50,050 50,050 
Bank AlBilad Sukuk - 20,573 20,573 
Ministry of Finance Sukuk (MOF-I) - 10,159 10,159 
Ministry of Finance Sukuk (MOF-II) - 10,448 10,448 
Ministry of Finance Sukuk (MOF-III) - 20,087 20,087 
Ministry of Finance Sukuk (MOF-IV) - 25,134 25,134 
Ministry of Finance Sukuk (MOF-V) 4,944 - 4,944 
Ministry of Finance Sukuk (MOF-VI) 4,944 - 4,944 
 ───── ───── ───── 
 9,888 136,451 146,339 
 ───── ───── ───── 
Total investments 416,524 143,436 559,960 

 ═════ ═════ ═════ 
 

 
31 December 2019 

SAR’000  
 
 

Takaful  
Operations 

Shareholders’ 
Operations 

 
   Total 

Available-for-sale investments – Quoted     
Investment in Amanah Mutual Funds – note 4(c) 376,834               - 376,834  
Investment in local equity shares – note 4(d) - 7,035 7,035 
 ───── ───── ───── 
 376,834 7,035 383,869 
 ───── ───── ───── 
Held-to-maturity investments – Unquoted – note 4(b)    
General Authority of Civil Aviation Sukuk (GACA – I) - 50,580 50,580 
Bank AlBilad Sukuk - 20,080 20,080 
Ministry of Finance Sukuk (MOF-I) - 10,168 10,168 
Ministry of Finance Sukuk (MOF-II) - 10,485 10,485 
Ministry of Finance Sukuk (MOF-III) - 20,084 20,084 
Ministry of Finance Sukuk (MOF-IV) - 25,131 25,131 
Ministry of Finance Sukuk (MOF-V) 4,922              - 4,922 
Ministry of Finance Sukuk (MOF-VI) 4,922              - 4,922 
 ───── ───── ───── 
 9,844 136,528 146,372 
 ───── ───── ───── 
Total investments 386,678 143,563 530,241 

 ═════ ═════ ═════ 
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4 INVESTMENTS (CONTINUED) 
 

b) Held-to-maturity financial assets 
 

The analysis of held-to-maturity investments by counter-party is as follows: 
 

 2020 2019 
 SAR’000 SAR’000 
   
Government and quasi government  125,766 126,292 
Banks and other financial institutions  20,573 20,080 
 ─────── ─────── 
 146,339 146,372 
 ══════ ══════ 

 
 

The analysis of held-to-maturity investments by class of assets is as follows: 
 2020 2019 
 SAR’000 SAR’000 
   
Fixed-rate securities 125,766 126,292 
Floating-rate securities 20,573 20,080 
 ─────── ─────── 
 146,339 146,372 
 ══════ ══════ 

The movements in investments held to maturity are as follows: 
 2020 

SAR’000 
2019 

SAR’000  

 
Takaful 

Operations 
Shareholders’ 

Operations 
Takaful 

Operations 
Shareholders’ 

Operations 
     
Balance as at the beginning of the year 9,844 136,528 - 120,899 
Purchased during the year - -   9,868 65,000 
Matured during the year - - - (50,000) 
Unamortized premium/ (discount) 5 (40) (28) 335 
Accrued income on sukuks 39 (37) 4 294 
 ─────    ───── ───── ───── 
 9,888 136,451 9,844      136,528 
         ═════    ═════ ═════ ═════ 
 

All the held-to-maturity investments are un-quoted as well as domestic in nature. 
 

The maturity profile of held-to-maturity investments is as follows: 
 

   Maturity profile          Maturity date 
- General Authority of Civil Aviation Sukuk (GACA - I) 18 January 2022 
- Bank AlBilad Sukuk 30 August 2021 
- Ministry of Finance Sukuk (MOF-I) 23 January 2024 
- Ministry of Finance Sukuk (MOF-II) 23 January 2029 
- Ministry of Finance Sukuk (MOF-III) 23 March 2025 
- Ministry of Finance Sukuk (MOF-IV) 23 March 2030 
- Ministry of Finance Sukuk (MOF-V) 23 March 2025 
- Ministry of Finance Sukuk (MOF-VI) 23 March 2025 
  

 

The average commission rate on held-to-maturity investments at 31 December 2020 is 2.66 % per annum       
(2019: 2.86 % per annum). 
 
The fair value of held-to-maturity investments as at 31 December 2020 is SAR 146.65 (31 December 2019: SAR 
146.89 million).  
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4 INVESTMENTS (CONTINUED) 
 

c) Available- for-sale financial assets - Investment in Amanah Mutual Funds 
 
Available- for-sale investments comprise investments in the following mutual funds: 
 

Name of the fund 2020        2019 
 SAR’000     SAR’000 
   
Multi-Assets Balanced Fund 250,884  223,023  
Multi-Assets Defensive Fund 41,442  44,096  
Multi-Assets Growth Fund 99,430  93,171  
Saudi Riyal Trading Fund 14,880  16,544  
 ─────── ─────── 
 406,636 376,834 
 ══════ ══════ 

 

Available-for-sale investments in takaful operations represent investments in units of mutual funds managed by  
HSBC Saudi Arabia Limited, being a related party of the Company.  
 

The movements in the available-for-sale investments held to cover unit-linked liabilities were as follows:  
 

 
2020 

    SAR’000 
2019 

    SAR’000 
   
Balance as at the beginning of the year 376,834 352,115 
Purchased during the year 83,517 77,080 
Sold during the year (83,935) (97,864) 
 ────── ────── 
 376,416 331,331 
Net change in fair values of investments  30,220 45,503 
 ────── ────── 
Balance as at the end of the year 406,636 376,834 
 ══════ ══════ 
 
 
   
 

d) Available- for-sale financial assets - Investment in local equity shares 
 
The movements in the available- for-sale financial assets - investment in local equity shares were as follows:  
 

 
2020 

    SAR’000 
2019 

    SAR’000 
   
Balance as at the beginning of the year 7,035 - 
Purchased during the year - 6,386 
 ────── ────── 
 7,035 6,386 
Net change in fair value of investment (50) 649 
 ────── ────── 
Balance as at the end of the year 6,985 7,035 
 ══════ ══════ 
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4 INVESTMENTS (CONTINUED) 
 
e) Credit quality of total investments 
       2020 

       SAR’000 
      2019 

       SAR’000 
   

Saudi sovereign debt 125,766 133,327 
Investment grade 20,573 20,080 
Unrated 406,636 376,834 
Equity shares 6,985 - 
 ───── ───── 
Total 559,960 530,241   
 ═════ ═════   

Investments classified under investment grade above comprise of credit exposures equivalent  to A  rat ing  under 
Standard and Poor's rating methodology. The unrated investments comprise of available-for-sale investments in  
mutual funds. 
 
The Company uses the following hierarchy methods for determining and disclosing the fair value o f investments at 
the reporting period end: 
 
Level 1: Fair value measurements using quoted prices (unadjusted) in active markets for identical assets or 
liabilities that the entity can access at the measurement date. 
 

Level 2: Fair value measurements using inputs other than quoted prices included within Level 1 that are observable 
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices). 
 

Level 3: Fair value measurements using inputs for the asset or liability that are not based on  observable market  
data (i.e. unobservable inputs). 
 

The Company’s available-for-sale and held to maturity investments are classified under Level 1 and Level 3 
hierarchy respectively.  
 
 
5 CONTRIBUTIONS AND RETAKAFUL RECEIVABLES, NET 

 

  
2020 

     SAR’000 
2019 

     SAR’000 
    
Policyholders  19,196 1,823 
Retakaful companies  1,422 3,304 
Due from The Saudi British Bank – parent of the Company  26,028 21,800 
  ────── ────── 
  46,646 26,927 
Provision for impairment   (1,386) (521) 
  ────── ────── 
  45,260 26,406 
  ══════ ══════ 
(a) Movement in the provision for impairment is as follows: 

  
2020 

     SAR’000 
2019 

     SAR’000 
    
At the beginning of the year  521 2,575 
Released during the year  - (2,054) 
Charged during the year  865 - 
  ────── ────── 
At the end of the year  1,386 521 
  ══════ ══════ 
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5 CONTRIBUTIONS AND RETAKAFUL RECEIVABLES, NET (Continued) 
 
(b) As at 31 December, the ageing of net receivable balances is as follows: 

  Past due but not impaired 
 

Total 

Neither past 
due nor 
impaired 91 to 180 days 

181 to 365 
days 

More than 
365 days 

 SAR’000 SAR’000 SAR’000 SAR’000 SAR’000 
      
31 December 2020 45,260 42,654 1,800 742 64 
      
31 December 2019 26,406 25,674 264 417 51 
      

The Company classifies balances as ‘past due and impaired’ on a case-to-case basis. An impairment adjustment is  
recorded in the statement of income. It is not the practice of the Company to obtain collateral over receivables. 
Balances, which are neither past due nor impaired, include a balance due from The Saudi British Bank, a parent  o f 
the Company amounting to SAR 25.44 million (2019: SAR 21.20 million), classified as investment grade rating 
under Standard and Poor's rating methodology. Past due but not impaired balances include SAR 0.63 million 
(2019: SAR 0.6 million) from The Saudi British Bank. Unimpaired receivable balances are expected, on the basis 
of past experience, to be fully recoverable.  
 
The Company only enters into takaful and retakaful contracts with recognized, creditworthy third parties. It  is  the 
Company’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures. 
In addition, receivables are monitored on an ongoing basis in order to reduce the Company’s exposure to  bad  
debts. 
 
The five largest customers account for 70% (31 December 2019: 96%) of the premiums receivable as at                       
31 December 2020. For more details, please refer note 24(b). 

 
 
 
 

6 PREPAID EXPENSES AND OTHER ASSETS 
 

 
 

2020 
SAR’000 

 
 

 Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

     
Due from a related party  552 - 552 
Prepayments and others  3,206 4 3,210 

  ────── ────── ────── 
  3,758 4 3,762 
  ═════ ═════ ═════ 

 

 2019 
SAR’000 

 
 

 Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

     
Due from a related party  220              - 220 
Prepayments and others  549 293 842 

  ────── ────── ────── 
  769 293 1,062 
 
 

 ═════ ═════ ═════ 
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7 CASH AND CASH EQUIVALENTS 
 

 
 

2020 
SAR’000 

 
 

 Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

     
Bank balances  11,972 752 12,724 
Murabaha deposits   - 55,491 55,491 

  ────── ────── ────── 
  11,972 56,243 68,215 
  ═════ ═════ ═════ 

 

 
 

2019 
SAR’000 

 
 

 Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

     
Bank balances  15,663 1,852 17,515 
Murabaha deposits   25,072 104,399 129,471 

  ────── ────── ────── 
  40,735 106,251 146,986 
  ═════ ═════ ═════ 

 
Bank balances are maintained only with The Saudi British Bank, a parent of the Company. Further, no  murabaha 
deposits are held with The Saudi British Bank as at 31 December 2020 and 2019.  
 

Both bank balances and murabaha deposits are placed with counterparties with sound credit ratings under Standard 
and Poor's and Moody’s ratings methodology. 
 
Murabaha deposits are made for varying periods of between one day and three months depending on the immediate 
cash requirements of the Company. The average variable commission rate on murabaha deposits at 31 December 
2020 is 2.4% per annum (2019: 3.64 % per annum). 
 

 
 

8 SHORT TERM DEPOSITS 
 
Short term deposits represent murabaha deposits with local banks that has original maturity  o f more than  th ree 
months at the date of acquisition. These short term deposits are placed with counterparties with sound credit ratings 
under Standard and Poor's and Moody’s ratings methodology. The average variable commis sion rate on  these 
murabaha deposits at 31 December 2020 is 0.75 % per annum. The average variable commiss ion  rate 2.4 % per 
annum was short term deposits as at 31 December 2019. 
 
9 STATUTORY DEPOSIT 
 

In accordance with Article 58 of the Insurance Implementing Regulations of SAMA, the Company has deposited 
10 percent of its share capital, amounting to SAR 34 million (2019: SAR 34 million) in a bank designated by 
SAMA at commission rate of 0.29% per annum (2019: 1.72 % per annum). The statutory deposit  is  main tained 
with The Saudi British Bank and can be withdrawn only with the consent of SAMA. 
 
 
 

10 MOVEMENT IN RESERVE FOR TAKAFUL ACTIVITIES, NET UNEARNED 
CONTRIBUTION, DEFERRED POLICY ACQUISITION COST AND UNEARNED 
RETAKAFUL COMMISSION 
 

a) Movement in reserve for takaful activities  
  2020 

 SAR’000 
2019 

 SAR’000 
   

Balance as at the beginning of the year 376,834 352,115 
Changes in reserve during the year 16,378 (4,610) 
Planholder charges (16,796) (16,174) 
Net change in fair value of investments 30,220 45,503 
 ────── ────── 
Balance as at the end of the year 406,636 376,834 
 ══════ ══════ 
The reserve for takaful activities represents the unit linked takaful plan reserve.  
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10 MOVEMENT IN RESERVE FOR TAKAFUL ACTIVITIES, NET UNEARNED 
CONTRIBUTION, DEFERRED POLICY ACQUISITION COST AND UNEARNED 
RETAKAFUL COMMISSION (CONTINUED) 
 

b) Movement in net unearned contribution  
  2020 
  Gross Retakaful share Net 
  SAR’000 SAR’000 SAR’000 
     

Balance as at the beginning of the year  15,703 (10,946) 4,757 
Contribution written during the year  118,163 (90,531) 27,632 
Contribution earned during the year  (99,583) 75,950 (23,633) 
  ────── ────── ────── 
Balance as at the end of the year  34,283 (25,527) 8,756 
  ══════ ══════ ══════ 

  2019 
  Gross Retakaful share Net 
  SAR’000 SAR’000 SAR’000 
     

Balance as at the beginning of the year   9,565   (6,969)  2,596  
Contribution written during the year  78,073 (57,722) 20,351 
Contribution earned during the year  (71,935) 53,745 (18,190) 
  ────── ────── ────── 
Balance as at the end of the year  15,703 (10,946) 4,757 
  ══════ ══════ ══════ 
 
c)   Movement in deferred policy acquisition costs and unearned retakaful commission 
 

  2020 

  
Deferred policy 
acquisition costs 

Unearned retakaful 
commission 

  SAR’000 SAR’000 
    

Balance as at the beginning of the year  1,985 (1,910) 
Incurred during the year  16,825 (8,164) 
Amortised during the year  (14,863) 5,352 
  ────── ────── 
Balance as at the end of the year  3,947 (4,722) 
  ══════ ══════ 
    

  2019 

  
Deferred policy 
acquisition costs 

Unearned retakaful 
commission 

  SAR’000 SAR’000 
    

Balance as at the beginning of the year   1,019   (2,290) 
Incurred during the year  6,596 (4,708) 
Amortised during the year  (5,630) 5,088 
  ────── ────── 
Balance as at the end of the year  1,985 (1,910) 
  ══════ ══════ 
 
d)  Non-unit reserve 
 
During the year ended 31 December 2020, the Company has recorded a non-unit reserve of SAR 7.6 million (2019: SAR 6.5 
million) pertaining to individual family segment. The reserve is calculated based on the present value of future assumed ex p en ses 
less the present value of future income arising from charges on all individual family  policies. 
 
e)  Unexpired risk reserve 
 
This reserve comprises of premium deficiency reserve of SAR 6.02 million (2019: SAR 2.05 million) and SAR 2.81 million (2019: 
SAR 3.84 million) pertaining to group family and general takaful segments respectively.  
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11 PROVISION FOR EMPLOYEES’ END-OF-SERVICE BENEFITS 
 
11.1  The amounts recognized in the statement of financial position and movement in the obligation during the 

year based on its present value are as follows: 
 

   
2020 

SAR’000 
2019 

SAR’000    
     

Present value of defined benefit obligation    6,316 5,875 
Fair value of plan assets             -           - 
 ─────── ─────── 
Defined benefit obligation at the closing of the year 6,316 5,875 
   
      

══════ ══════ 

11.2  Movement of defined benefit obligation 
 

   
2020 

SAR’000 
2019 

SAR’000    
     

Defined benefit obligation at the beginning of the year 5,875 4,916 
Charge to statement of income 1,457 1,206 
Charge to statement of comprehensive income 395 610 
Transfer in  34 423 
Payment of benefits during the year (1,445) (1,280)  
 ─────── ─────── 
Defined benefit obligation at the closing of the year 6,316 5,875 
   
   
   

══════ ══════ 

11.3  Reconciliation of present value of defined benefit obligation 

   
2020 

SAR’000 
2019 

SAR’000    
     

Defined benefit obligation at the beginning of the year 5,875 4,916 
Current service cost 1,457 1,206 
Benefits paid (1,445) (1,280)  
Transfer in  34 423 
Actuarial loss from experience adjustments 395 610 
 ─────── ─────── 
Defined benefit obligation at the closing of the year 6,316 5,875 
   
      

══════ ══════ 

11.4 Principal actuarial assumptions 
 
               Actuarial assumptions 2020 2019 

- Discount rate 2.8% 2.7% 
- Salary growth rate 2.8% 2.7% 

 
Assumptions regarding future mortality are set based on actuarial adv ice in  accordance with  the sta t istics and 
experience in the region. 
 
11.5 Sensitivity of actuarial assumptions 
 
  SAR’000 
 Impact on defined benefit obligation  
 Change in  

assumption 
Increase in 
assumption 

Decrease in 
assumption 

 
Discount rate 

 
0.1 % 

 
5,719 

 
7,016 

Salary growth increase 0.1 % 7,009 5,713 
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12 CLAIMS 
 

a) Net claims incurred  
  For the year ended 31 December 2020 
  SAR’000 SAR’000 SAR’000 

  Family 
Takaful 

General 
Takaful 

 
Total 

     
Claims paid  42,323 4,730 47,053 
Re-takaful share of claims paid  (35,170) (2,840) (38,010) 
    ───── ───── ───── 
Net claims paid  7,153 1,890 9,043 
Changes in outstanding claims and IBNR   19,840 11,143 30,983 
Changes in re-takaful share of outstanding claims and IBNR   (18,749) (7,861) (26,610) 
    ───── ───── ───── 
Net claims incurred   8,244 5,172 13,416 
  ═════ ═════ ═════ 
 

  For the year ended 31 December 2019 
  SAR’000 SAR’000 SAR’000 

  Family 
Takaful 

General 
Takaful 

 
Total 

     
Claims paid  26,366 12,873 39,239 
Re-takaful share of claims paid  (19,831) (11,350) (31,181) 
    ───── ───── ───── 
Net claims paid  6,535 1,523 8,058 
Changes in outstanding claims and IBNR  167 (9,063) (8,896) 
Changes in re-takaful share of outstanding claims and IBNR  1349 8,737 10,086 
    ───── ───── ───── 
Net claims incurred   8,051 1,197 9,248 
  ═════ ═════ ═════ 
 

b)  Outstanding claims  
  2020 

  
Gross 

Retakaful 
Share Net 

  SAR’000 SAR’000 SAR’000 
Family Takaful outstanding claims     
-  Outstanding claim reserves   32,254 (25,273) 6,981 
-  Incurred but not reported reserve and other reserves  26,824 (21,578) 5,246 
     

General Takaful outstanding claims     
-  Outstanding claim reserves   24,374 (21,484) 2,890 
-  Incurred but not reported reserve and other reserves  9,559 (5,659) 3,900 
    ───── ───── ───── 
Total outstanding claims  93,011 (73,994) 19,017 
   ═════ ═════ ═════ 

 

  2019 
  

Gross 
Retakaful 

Share Net 
  SAR’000 SAR’000 SAR’000 
Family Takaful outstanding claims     
-  Outstanding claim reserves   17,725 (12,877) 4,848 
-  Incurred but not reported reserve and other reserves  21,767 (15,486) 6,281 
     

General Takaful outstanding claims     
-  Outstanding claim reserves   16,669 (15,571) 1,098 
-  Incurred but not reported reserve and other reserves  6,129 (3,710) 2,419 
    ───── ───── ───── 
Total outstanding claims  62,290 (47,644) 14,646 
  ═════ ═════ ═════ 
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12  CLAIMS (continued) 
 

c) Credit quality of retakaful share of outstanding claims  
       2020 

       SAR’000 
      2019 

       SAR’000 
   

Investment grade 73,994 47,644 
 ═════ ═════ 

 

Investment grade above comprise of credit exposures equivalent to A+ to BBB ratings under Standard & Poor’s  
ratings methodology.  

 
 

13 ACCRUED AND OTHER LIABILITIES 
 

 
 

2020 
SAR’000 

 
 

 Takaful 
Operations 

 
Shareholders  

 
Total 

     
Accounts payable and accruals  36,828 3,560 40,388 
Due to related parties  3,824 - 3,824 
Payable to agents  5,223 - 5,223 

  ────── ────── ────── 
  45,875 3,560 49,435 
  ═════ ═════ ═════ 

 
 

2019 
SAR’000 

 
 

 Takaful 
Operations 

 
Shareholders  

 
Total 

     
Accounts payable and accruals  34,383 2,647 37,030 
Due to related partie`s  3,244              -     3,244 
Payable to agents  3,008              - 3,008 

  ────── ────── ────── 
  40,635 2,647 43,282 
  ═════ ═════ ═════ 

 
14 SHARE CAPITAL 

 
 

The authorized, issued and fully paid up share capital of the Company consists of 34 million  o rd inary  s hares o f 
SAR 10 each. The shareholding structure of the Company as at 31 December 2020 and 31 December 2019 is  as  
follows:  

 As at 31 December 2020 
 

Shareholders Shareholding    SAR‘000 
   
The Saudi British Bank  65.00% 221,000 
Other 35.00% 119,000 
 ─────── ─────── 
 100.00% 340,000 
 
 

══════ ══════ 
 As at 31 December 2019 

 
Shareholders Shareholding    SAR‘000 
   
The Saudi British Bank  65.00% 221,000 
Other 35.00% 119,000 
 ─────── ─────── 
 100.00% 340,000 
 ══════ ══════ 
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15 STATUTORY RESERVE 
 
In accordance with the Company’s Articles of Association and in compliance with Article 70 (2g) of the Insurance 
Implementing Regulations of SAMA, the Company allocates 20% of its net income each year to the statutory reserve 
until it has built up a reserve equal to the share capital. The statutory reserve is not available for distribution to 
shareholders until liquidation of the Company. 

 

 
16 PROVISION FOR ZAKAT AND INCOME TAX 
 
a) Zakat and income tax - net charge for the year 

   
2020 

SAR’000 
2019 

SAR’000 
     

Provision for zakat 4,764 5,719 
Provision for tax - (17) 
 ─────── ─────── 
 4,764 5,702 
   ══════ ══════ 

b) Zakat charge for the year 
 

The provision for zakat charge relating to Saudi shareholders is based on the following: 
 
 

2020 
SAR’000 

2019 
SAR’000 

   
Equity 354,788 354,788 
Opening allowances and other adjustments 5,551 12,370 
Book value of long term assets  (79,535) (37,576) 
 ─────── ─────── 
 280,804 329,582 
 ══════ ══════ 
Saudi shareholders’ share @ 74%  208,981 243,891 
   
Saudi shareholders’ share of adjusted profit/(loss) for the year (22,080) (12,771) 
 ─────── ─────── 
Saudi shareholders’ share of the zakat base  186,901 231,120 
 ══════ ══════ 
Zakat charge for the year  4,764 5,778 
 ══════ ══════ 
The differences between the financial and zakatable results are mainly due to provisions, which are not allowed in the 
calculation of adjusted profit. 
  
c)  Movements in zakat provision  
The movement in the zakat provision for the year was as follows: 

   
2020 

SAR’000 
2019 

SAR’000 
     

At the beginning of the year 5,778 6,017 
Charge during the year 4,764 5,778 
Prior year adjustment - (59) 
Payments during the year (5,551) (5,958) 
 ─────── ─────── 
At the end of the year 4,991 5,778 
   ══════ ══════ 
 
d) Income tax charge for the year 
 
Income tax charge for the current year is calculated at 20% of the adjusted taxable income on the portion of equity owned 
by the foreign shareholders. The movement in the tax provision for the year was as follows: 

   
2020 

SAR’000 
2019 

SAR’000 
     

At the beginning of the year -             17 
Charge during the year - (17) 
 ─────── ─────── 
At the end of the year -   - 
   ══════ ══════ 
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16 PROVISION FOR ZAKAT AND INCOME TAX (CONTINUED) 
 
e) Status of assessments 
 
During the year ended 31 December 2019, GAZT has issued the tax/zakat assessments for the year ended 31 December 
2018. In connection with the above assessment of GAZT for the year 2018, the Company requested GAZT to provide the 
details of the tax/zakat assessments in order to provide the Company’s point of view on GAZT’s action. Accordingly, the 
GAZT provided the details of tax/zakat and withholding tax assessments for the year ended 31 December 2018. The 
Company filed an appeal in first quarter of year 2020 against the said assessment. Subsequent to year ended 31 
December 2019, GAZT has requested the information relating to the tax years 2015 to 2017. The Company provided t he 
requested information during first quarter of 2020. During April 2020, GAZT raised a revised assessment for year 2018. 
In the revised assessment, GAZT has accepted Company’s viewpoint with respect to withholding tax and hence GAZ T  
has removed the related additional liability. For the remaining of the exposure amounting to SAR 0.9 million, the 
Company filed an appeal with The Committee for the Settlement of Tax Violations and Disputes (CSTVD) during the 
year ended 31 December 2020. The management strongly believes that the Company is in a strong position with resp ect  
to the aforementioned appeal.  
 
Further, during the quarter ended 31 March 2020, GAZT has raised an assessment based on the tax audit conducted wit h 
respect to Value Added Tax (VAT). In the said assessment, GAZT has decided to apply 5% VAT on the planholder 
charges in life insurance policies supplied by the Company under Individual Family with effect from 1 January 2018 till 
31 March 2020 along with the late payment penalties, amounting to SAR 1.8 million in total. During quarter ended 30 
June 2020, after waiving the penalty amount, GAZT has raised the invoices for settlement amounting to SAR 0.8 
million. In response, on 18 June 2020, the Company submitted an objection letter through the GAZT portal, objecting t o 
the SADAD invoices issued.  In parallel to this letter, the Company made payment under protest to settle all raised 
invoices by GAZT. A response to this objection letter was received on 13 July 2020 in which GAZT rejected the 
objection. During the quarter ended 30 September 2020, the Company has filed an ap peal with General Secretariat of 
Tax Committees (GSTC) and currently GSTC response is awaited.  
 
17 SURPLUS DISTRIBUTION PAYABLE 

 

   
2020 

SAR’000 
2019 

SAR’000    
     

Opening surplus distribution payable as at January 1 6,593 6,593 
Total income attributed to the insurance operations during the year -         - 
Surplus paid to policy holders -         - 
 ─────── ─────── 
Closing surplus distribution payable as at December 31 6,593 6,593 
 ══════ ══════ 
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18       NET CONTRIBUTION EARNED AND PLANHOLDER CHARGES 
 

  For the year ended 31 December 2020 
  Family 

Takaful 
General 
Takaful 

 
Total 

  SAR’000 SAR’000 SAR’000 
.     
Gross written contribution  152,601 49,080 201,681 
Planholder charges  16,796 - 16,796 
Re-takaful contribution ceded  (48,704) (42,782) (91,486) 
Changes in gross unearned contributions  (3,369) (15,211) (18,580) 
Changes in retakaful share of unearned contributions  299 14,283 14,582 
       ───── ───── ───── 
Net contribution earned and planholder charges  117,623 5,370 122,993 
  ═════ ═════ ═════ 
     
 

  For the year ended 31 December 2019 
  Family Takaful General 

Takaful 
 

Total 
  SAR’000 SAR’000 SAR’000 
     
Gross written contribution  128,502 26,651 155,153 
Planholder charges  16,174           -  16,174 
Re-takaful contribution ceded  (35,439) (23,238) (58,677) 
Changes in gross unearned contributions  (6,718) 580 (6,138) 
Changes in retakaful share of unearned contributions  4,841 (864) 3,977 
       ───── ───── ───── 
Net contribution earned and planholder charges  107,360 3,129 110,489 
  ═════ ═════ ═════ 
     
 
 
 

19 SURRENDERS AND MATURITIES 
 

  SAR’000 
  2020 2019 

    
Surrenders  42,511 49,070 
Maturities  24,629 32,618 

  ─────── ─────── 
  67,140 81,688 
  ══════ ══════ 
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20 GENERAL AND ADMINISTRATIVE EXPENSES 
 

  2020 
SAR’000 

 Takaful 
Operations 

Shareholders’ 
Operations 

 

Total 

Employee costs 26,631 4,335 30,966 
IT maintenance costs 4,515 -    4,515 
Legal and professional charges 3,025 -    3,025 
Rent expenses 518 84    602 
Board and Committee expenses -    1,874 1,874 
Marketing & Advertising 1,338 -    1,338 
Doubtful debt provision 866 -    866 
Other  4,271 2,278 6,549 

 ─────── ─────── ─────── 
 41,164 8,571 49,735 
 ══════ ══════     ══════ 

  2019 
SAR’000 

 Takaful Operations Shareholders’ 
Operations 

 

Total 

Employee costs 31,181 - 31,181 
IT maintenance costs 3,909 - 3,909 
Legal and professional charges 6,342 - 6,342 
Rent expenses 610 - 610 
Board and Committee expenses - 2,105 2,105 
Marketing & Advertising 1,081 - 1,081 
Doubtful debt provision (2,054) - (2,054) 
Other  5,220 2,292 7,512 

 ─────── ───────     ─────── 
 46,289  4,397  50,686  
 ══════ ══════     ══════ 
    

 
21 BASIC LOSS PER SHARE 
 
Loss per share amounts are calculated by dividing the net loss for the year attributable to ord inary  s hareho lders 
after zakat and tax of the Company by the weighted average number of ordinary shares outstanding at the reporting 
date as follows: 
 

    2020  2019 
   
   
Net loss for the year attributable to the shareholders after zakat and 
tax (SAR’000) 

 
(31,302) 

 
(24,800) 

 ══════ ══════ 
Weighted average number of ordinary shares  
(Number in thousands)  

 
34,000 

 
34,000 

 ══════ ══════ 
Loss per share (SAR)  (0.92) (0.73) 
 ══════ ══════ 
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22 FAIR VALUE OF FINANCIAL INSTRUMENTS 
 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction bet ween 
market participants at the measurement date. The fair value measurement is based on the presumption that the t ransaction 
takes place either: 

 in the accessible principal market for the asset or liability, or 
 in the absence of a principal market, in the most advantages accessible market for the asset or liability  

 

The fair values of financial instruments which are not measured at fair value in these financial statement s are not 
significantly different from the carrying values included in the financial statements. Cash and cash equivalents, short t erm 
deposits and statutory deposit are assumed to have fair values that reasonably approximate their corresponding carrying 
values due to the short-term nature. Held to maturity investments carried at amortised cost and classified as level 3 include 
unlisted sukuk. The fair value has been measured by the management using broker quotes. 
 

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 t he measurement  
date; 
 

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

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

a)  Carrying amounts and fair value 
 

The following table shows the carrying amount and fair values of financial assets and financial liabilities, including their 
levels in the fair value hierarchy for financial instruments measured at fair value.  

31 December 2020  Fair value  
SAR’000 Carrying value Level 1 Level 2 Level 3 Total 
      
Financial assets measured at fair value 413,621 413,621 - - 413,621 
- Available for sale financial assets      
      
Financial assets not measured at fair 
value  

     

- Held-to-maturity financial assets  146,339 - - 146,650 146,650 
- Short term deposits 120,345 - - 120,345 120,345 
- Statutory deposit  34,000 - - 34,000 34,000 
- Cash and cash equivalents 68,215 - - 68,215 68,215 
 368,899 - - 369,210 369,210 
      
Financial liabilit ies measured at fair 
value thorough statement of income 

     

- Reserve for takaful activities - - 406,636 - 406,636 
 - - 406,636 - 406,636 

31 December 2019  Fair value 
SAR’000 Carrying value Level 1 Level 2 Level 3 Total 
      
Financial assets measured at fair value      
- Available for sale financial assets             383,869 383,869 - - 383,869 
      
Financial assets not measured at fair 
value  

     

- Held-to-maturity financial assets  146,372           - -  146,895  146,895 
- Short term deposits 66,277           - -   66,277   66,277 
- Statutory deposit  34,000           - -   34,000   34,000 
- Cash and cash equivalents 146,986           - - 146,986 146,986 
 393,635           - - 394,158 394,158 
      
Financial liabilit ies measured at fair 
value thorough statement of income 

     

- Reserve for takaful activities - - 376,834 - 376,834 
 - - 376,834 - 376,834 
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23 SEGMENTAL INFORMATION 
 

Consistent with the Company’s internal reporting process, business segments have been approved by management  in  
respect of the Company’s activities. The Company’s gross written contribution, net written contribution  and 
planholder charges, net contributions earned, fees and commission income, net  claims  incurred, s ur renders and 
maturities, policy acquisition costs and other related costs, underwriting surplus, investment income, general and 
administrative expenses, net surplus / (deficit), surplus/ (loss) from takaful operations, net profit, purchase of 
intangible assets and motor vehicle, amortisation, depreciation, intangible assets, available fo r s ale investments,  
contribution receivables - net, retakaful share of outstanding claims and unearned con tribu tions, deferred policy 
acquisition costs, total assets, reserve for takaful activities, gross unearned contributions and  commis sion income , 
gross outstanding claims and total liabilities, by business segment, are stated below. 
 

Segment assets do not include retakaful balances receivable, prepayments and other receivables, due from 
shareholders and cash and cash equivalents. Accordingly, they are included in unallocated assets. 
 
Segment liabilities do not include provision for employees’ end-of-service benefits, surplus d istribution payable, 
retakaful balances payable, payables, accruals and others and due to shareholders. Accordingly, they are included in  
unallocated liabilities. 

 

Shareholders’ 
Operations 
SAR’000 

Individual 
Family 

(Protection 
& Savings) 
SAR’000 

Group Family 
(Protection & 

Savings) 
SAR’000 

General 
Takaful 
SAR’000 

Total 
SAR’000 

For the year ended 31 December 2020         
Gross contributions written - 83,518 69,083 49,080 201,681 
Net contributions written - 99,358 21,335 6,298 126,991 
Net contributions earned  - 99,358 18,264 5,371 122,993 
Fees and commission income - -    -    5,352 5,352 
Other underwriting income - - - 2,190 2,190 
Total revenue - 99,358 18,264 12,913 130,535 
Net claims and other benefits incurred - (67,998) (7,386) (5,173) (80,557) 
Changes in reserve for takaful activities - (16,378) -    -    (16,378) 
Changes in non-unit reserve - (1,137) -    -    (1,137) 
Changes in unexpired risk reserve - -    (3,977) 1,030 (2,947) 
Policy acquisition costs  - (1,840) (9,714) (3,309) (14,863) 
    ─────    ─────     ───── ─────  ───── 
Net underwriting income for the year - 12,005 (2,813) 5,461 14,653 
General and administrative expenses (8,571) (14,357) (13,432) (13,375) (49,735) 
Rebate income -    1,425 -    -    1,425 
Income from deposits 2,616 59 119 117 2,911 
Income from sukuk 3,763 110 110 - 3,983 
Dividend income 225 - - - 225 
 ───── ─────  ───── ─────  ───── 
Total loss for the year before zakat and 
tax 

(1,967) (758) (16,016) (7,797) (26,538) 

Zakat and tax for the year (4,764) - - - (4,764) 
 ───── ─────  ───── ─────  ───── 
Total loss for the period after zakat and 
tax 

(6,731) (758) (16,016) (7,797) (31,302) 

           ═════ ═════ ═════ ═════ ═════ 
      
Purchase of intangibles 576 - - - 576 
Amortisation 763 - - - 763 
Depreciation 67 - - - 67 
 ═════ ═════     ═════ ═════ ═════ 
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23  SEGMENTAL INFORMATION (CONTINUED) 
 

 

Shareholders’ 
Operations 
SAR’000 

Individual 
Family 

(Protection 
& Savings) 
SAR’000 

Group Family 
(Protection & 

Savings) 
SAR’000 

General 
Takaful 

SAR’000 
Total 

SAR’000 
For the year ended 31 December 2019         
Gross contributions written - 77,080 51,422 26,651 155,153 
Net contributions written - 92,299 16,938 3,413 112,650 
Net contributions earned  - 92,299 15,061 3,129 110,489 
Fees and commission income - 639           - 4,449 5,088 
Total revenue - 92,938 15,061 7,578 115,577 
Net claims and other benefits incurred - (83,385) (6,354) (1,197) (90,936) 
Changes in reserve for takaful activities - 4,610  -     -    4,610 
Changes in non-unit reserve - (891)  -     -    (891) 
Changes in unexpired risk reserve -        -    (1,481) (1,417) (2,898) 
Policy acquisition costs  - (1,569) (2,007) (2,054) (5,630) 
    ─────    ─────     ───── ─────  ───── 
Net underwriting income for the year - 11,703 5,219 2,910 19,832 
General and administrative expenses (4,397) (17,681) (15,749) (12,859) (50,686) 
Rebate income - 1,524  -     -    1,524 
Income from deposits 5,546 349 279 266 6,440 
Income from sukuk 3,788 2 2  -    3,792 
 ───── ─────  ───── ─────  ───── 
Total income /(loss) for the year before zakat 
and tax 

 
4,937 

 
(4,103) 

 
(10,249) 

 
(9,683) 

 
(19,098) 

Zakat and tax for the year (5,702)        -     -     -    (5,702) 
 ───── ─────  ───── ─────  ───── 

Total loss for the period after zakat and tax 
      

    (765)  
 

(4,103) 
 

(10,249) 
 

(9,683) 
 

(24,800) 
           ═════ ═════ ═════ ═════ ═════ 
      
Purchase of intangibles 1,226 - - - 1,226 
Amortisation 869 - - - 869 
Depreciation 
 

71 - - - 71 

31 December 2020      
Intangible assets 2,029 - - - 2,029 
Fixed assets 8 - - - 8 
  ═════ ═════     ═════ ═════ ═════ 
Assets      
Cash and cash equivalents  56,243 7,357 2,459 2,156 68,215 
Short term deposits 95,308 5,007 10,015 10,015 120,345 
Contributions and retakaful receivables, net  - - 23,407 21,853 45,260 
Retakaful share of unearned contributions  -    -    5,625 19,902 25,527 
Retakaful share of outstanding claims -    821 46,030 27,143 73,994 
Deferred policy acquisition costs -    -    1,545 2,402 3,947 
Available-for-sale financial assets 6,985 406,636 -    -    413,621 
Held-to-maturity financial assets 136,451 4,944 4,944 -    146,339 
Statutory deposit 34,000 - - - 34,000 
Unallocated assets - - - - 10,411 
     ───── 
Total assets     941,659 
     ═════ 
Liabilities      
Retakaful balances payable  -    488 2,987 21,539 25,014 
Unearned contributions  -    -    11,518 22,765 34,283 
Unearned retakaful commission  -    -    -    4,722 4,722 
Gross outstanding claims -    3,048 56,030 33,933 93,011 
Unexpired risk reserve -    -    6,024 2,812 8,836 
Non-unit reserve -    7,607 -    -    7,607 
Provision for employees’ end-of-service benefits -    2,586 1,964 1,766 6,316 
Reserve for takaful activities  -    406,636 -    -    406,636 
Unallocated liabilit ies     65,631 
     ───── 
Total liabilities     652,056 
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23 SEGMENTAL INFORMATION (CONTINUED) 
 
 

Shareholders’ 
Operations 
  SAR’000 

Individual 
Family 

(Protection 
& Savings) 
SAR’000 

Group Family 
(Protection & 

Savings) 
SAR’000 

General  
Takaful 

      SAR’000 
Total 

  SAR’000 
31 December 2019      
Intangible assets 2,216    -             -       - 2,216 
Fixed assets 75 -          -       - 75 
  ═════ ═════     ═════ ═════ ═════ 
Assets      
Cash and cash equivalents  106,251   14,966   11,218   14,551  146,986 
Short term deposits 66,277 - - - 66,277 
Contributions and retakaful receivables, net  -     - 23,020 3,386 26,406 
Retakaful share of unearned contributions  - -  5,326   5,620  10,946 
Retakaful share of outstanding claims -  743   27,620   19,281  47,644 
Deferred policy acquisition costs - -  1,214   771  1,985 
Available-for-sale financial assets  7,035   376,834  - - 383,869 
Held-to-maturity financial assets  136,528   4,922   4,922  - 146,372 
Statutory deposit 34,000 - - - 34,000 
Unallocated assets - - - - 7,708 
     ───── 
Total assets     872,193 

 
    ═════ 

Liabilities      
Retakaful balances payable  - 80 11,971  3,813  15,864 
Unearned contributions  - - 8,149  7,554  15,703 
Unearned retakaful commission  - - -  1,910  1,910 
Gross outstanding claims - 2,595 36,897  22,798  62,290 
Unexpired risk reserve - - 2,047  3,842  5,889 
Non-unit reserve - 6,470 - - 6,470 
Provision for employees’ end-of-service 
benefits 

 
- 

  
1,996  

 
 1,728  

 
 2,151  

 
5,875 

Reserve for takaful activities  - 376,834 - - 376,834 
Unallocated liabilit ies - - - - 60,008 
     ───── 
Total liabilit ies     550,843 
All of the Company’s operating assets and principal activities are located in the Kingdom of Saudi Arabia. 
 
 
For the year ended 31 December 2020 
 

 
Protection & 

Savings 
SAR’000 

 
    Property & 

Casualty    
SAR’000 

 
 

*Motor 
SAR’000 

 
 

Total 
SAR’000 

Gross written contribution      
Individual 83,518 297 - 83,815 
Micro enterprises 11 5 - 16 
Small enterprises 222 7,979 - 8,201 
Medium enterprises 1,405 15,628 - 17,033 
Large enterprises 67,445 25,171 - 92,616 
 ────── ────── ────── ────── 
 152,601 49,080 - 201,681 
 
*As of date, the Company does not underwrite Motor product.  ══════ ══════ ══════ ══════ 

 
 
 
For the year ended 31 December 2019 
 

 
Protection & 

Savings 
SAR’000 

 
    Property & 

Casualty    
SAR’000 

 
 

*Motor 
SAR’000 

 
 

Total 
SAR’000 

Gross written contribution     
Individual 77,080 288 -  77,368  
Micro enterprises               - 8 -  8  
Small enterprises 29 2,010 -  2,039  
Medium enterprises 328 2,518 -  2,846  
Large enterprises 51,065 21,827 -  72,892  
 ────── ────── ────── ────── 
 128,502 26,651 - 155,153 
 
*As of date, the Company does not underwrite Motor product.  ══════ ══════ ══════ ══════ 
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24 RELATED PARTY TRANSACTIONS AND BALANCES 
 

Related parties represent major shareholders, directors and key management  personnel of the Company, and 
companies of which they are principal owners and any other entities controlled, jointly controlled or significant ly  
influenced by them. Pricing policies and terms of these transactions are approved by the Company’s management  
and Board of Directors. 
 
 

a) Transactions with related parties 
 

Details of significant transactions carried out during the year with related parties are as follows : 
 

 
 

2020 
  SAR’000 

2019 
  SAR’000 

The Saudi British Bank   
(a shareholder of the Company) 

  

Contributions  72,132 55,855 
Claims paid 39,826 23,942 
Other expenses   

- IT maintenance cost and related expenses 3,423 2,997 
Investment income on murabaha deposits  72 709 
Other entities controlled, jointly controlled or significantly 
influenced by related parties 

  

Policy acquisition costs paid 3,925 3,798 
   
HSBC Saudi Arabia Limited – IBSA   
Contributions  1,634 1,141 
Rebate on unit-linked investments 1,425 1,524 

 
‘Other expenses’ include costs for various services under a management agreement between The Saudi British Bank 
and the Company. As per the agreement, The Saudi British Bank provides operational s ervices to  the Company 
including use of fixed assets and IT infrastructure at a consideration mutually agreed between the parties. 

 

 
b) Balances with related parties 
 
Details of the receivables from and payables to related parties at the reporting date are as follows: 
 

   2020 2019 
 Nature Notes  Amounts in ‘000 
HSBC Saudi Arabia Limited     
Available-for-sale financial assets * Asset 4(c) 406,636 376,834 
Rebate on unit-linked financial assets Asset 6 552 220 
     
The Saudi British Bank     
Contribution receivable – gross Asset 5 26,028 21,800 
Bank balances Asset 7 12,724 17,515 
Statutory deposit Asset 9 34,000 34,000 
Gross outstanding claims Liability 12(b) 46,405 27,134 
Other expenses under service level agreement Liability 13 2,894 2,114 
Profit commission payable Liability 13 - 176 
     
SABB Insurance Agency Limited     
Commission payable Liability 13 930 954 
     
* policyholders’ asset under management 
 

Outstanding balances at the reporting date are unsecured. Settlement will take place in cash. No major p rov is ion 
for impairment was made at the reporting date. This assessment is undertaken at the reporting date through 
examining the financial position of the related parties, the market in which the related parties operate  and o ther 
factors. 
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24 RELATED PARTY TRANSACTIONS AND BALANCES (CONTINUED) 
 
c) Compensation of key management personnel  
 
Key management personnel of the Company include all directors, executive and non-executive, and senior 
management. The summary of compensation of key management personnel for the year is as follows : 
 

 
2020 

SAR’000 
2019 

SAR’000 
 Takaful 

Operations 
Shareholders’ 

Operations 
Takaful 

Operations 
Shareholders’ 

Operations 
     
Salaries and other benefits (including 
end-of-service benefits) 

 
5,956 

  
              - 

 
5,278    

 
- 

Directors’ fees and other committees                 - 2,389                 - 948 
 ═════ ═════ ═════ ═════ 
          

Number of key management personnel 5 7 5 7 
 ═════ ═════ ═════ ═════ 
 
d) Available- for-sale financial assets pertaining to unit-linked policies 
 
Available-for-sale financial assets pertaining to unit-linked policies as at 31 December 2020 amounting to                       
SAR 406.64 million (2019: SAR 376.83 million) comprise investments in units of mutual funds managed by 
HSBC Saudi Arabia Limited, being a related party of the Company. 
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25 SUPPLEMENTARY INFORMATION 
 
Financial position    

 
 
 
 
 
 

 SAR ’000 
 2020 2019 
 
 
 

 
Takaful 

Operations 

 
Shareholders’ 

Operations 

 
 

Total 

 
Takaful 

Operations 

 
Shareholders’ 

Operations 

 
 

Total 
ASSETS       
Cash and cash equivalents  11,972 56,243 68,215 40,735 106,251 146,986 
Short term deposits 25,037 95,308 120,345          -    66,277 66,277 
Contributions and retakaful receivables, 
net 45,260 -    45,260 

 
26,406 

                
-    

 
26,406 

Retakaful share of unearned contributions 25,527 -    25,527 10,946 - 10,946 
Retakaful share of outstanding claims 73,994 -    73,994 47,644  -    47,644 
Deferred policy acquisition costs 3,947 -    3,947 1,985  -    1,985 
Due from/ (to) shareholders’/ takaful 
operations 

 
31,656 

 
(31,656) 

 
                 - 

 
22,077 

 
(22,077) 

 
                 - 

Available-for-sale financial assets 406,636 6,985 413,621 376,834 7,035 383,869 
Held-to-maturity financial assets 9,888 136,451 146,339 9,844 136,528 146,372 
Prepaid expenses and other assets 3,758 4 3,762 769 293 1,062 
Fixed assets -    8 8  -    75 75 
Intangible assets -    2,029 2,029  -    2,216 2,216 
Statutory deposit -    34,000 34,000  -    34,000 34,000 
Accrued income on statutory deposit -    4,612 4,612  -    4,355 4,355 
 ─────── ─────── ─────── ─────── ─────── ─────── 
TOTAL ASSETS 637,675 303,984 941,659 537,240 334,953 872,193 
 ══════ ══════ ══════ ══════ ══════ ══════ 
LIABILITIES       
Accrued and other liabilities 45,875 3,560 49,435 40,635 2,647 43,282 
Provision for zakat and income tax -    4,991 4,991              -    5,778 5,778 
Retakaful balances payable  25,014 -    25,014 15,864                -    15,864 
Unearned contributions  34,283 -    34,283 15,703                -    15,703 
Unearned retakaful commission  4,722 -    4,722 1,910                -    1,910 
Gross outstanding claims 93,011 -    93,011 62,290                -    62,290 
Unexpired risk reserve 8,836 -    8,836 5,889                -    5,889 
Non-unit reserve 7,607 -    7,607 6,470                -    6,470 
Provision for employees’ end-of-service 
benefits 6,316 -    6,316 

 
5,875 

 
-    

 
5,875 

Surplus distribution payable 6,593 - 6,593 6,593                -    6,593 
Reserve for takaful activities  406,636 - 406,636 376,834                -    376,834 
Accrued income on statutory deposit  - 4,612 4,612              -    4,355           4,355 

 ─────── ─────── ─────── ─────── ─────── ─────── 
TOTAL LIABILITIES  638,893 13,163 652,056 538,063 12,780 550,843 
 ─────── ─────── ─────── ─────── ─────── ─────── 
Takaful operations’ surplus - - -  -     -                   - 
 ─────── ─────── ─────── ─────── ─────── ─────── 
TOTAL LIABILITIES AND 
TAKAFUL OPERATIONS’ SURPLUS  

638,893 13,163 652,056  
538,063 

 
12,780 

 
550,843 

 ─────── ─────── ─────── ─────── ─────── ─────── 
SHAREHOLDERS’ EQUITY       
Share capital  - 340,000 340,000  -     340,000   340,000  
Statutory reserve - 14,788 14,788  -    14,788 14,788 
Remeasurements of retirement benefit 
obligations 

(1,218) - (1,218)  
(823) 

 
             - 

 
(823) 

Fair value reserve on available-for-sale 
financial assets 

- 
599 599 

 
- 

 
649 

 
649 

Accumulated losses  - (64,566) (64,566)  -    (33,264) (33,264) 
 ─────── ─────── ─────── ─────── ─────── ─────── 
 (1,218) 290,821 289,603 (823) 322,173 321,350 
 ─────── ─────── ─────── ─────── ─────── ─────── 
TOTAL LIABILITIES, TAKAFUL 
OPERATIONS’ SURPLUS  AND 
SHAREHOLDERS’ EQUITY 

 
 

637,675 

 
 

303,984 

 
 

941,659 

 
 

537,240 

 
 

334,953 

 
 

872,193 
 ══════ ══════ ══════ ══════ ══════ ══════ 
       



327

SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
For the year ended 31 December 2020 

P a g e  |  5 2  

 
 

25.  SUPPLEMENTARY INFORMATION (continued) 
 

Statement of income 
 

 
 
 
 
 

 SAR ’000 
 2020 2019 
 Takaful 

Operations 
Shareholders’ 

Operations 
 

Total 
Takaful 

Operations 
Shareholders’ 

Operations 
 

Total 
REVENUES       
Gross contributions written       
- Family Takaful 152,601   - 152,601 128,502  -    128,502 
- General Takaful 49,080 - 49,080 26,651  -    26,651 
  ─────  ───────  ─────  ─────── ─────── ─────── 
Gross contributions written  201,681 - 201,681 155,153  -    155,153 
Retakaful contribution ceded        
-          Local retakaful contribution ceded (14,122) - (14,122) (7,999) -    (7,999) 
-          Foreign retakaful contribution ceded  (77,364) - (77,364) (50,678)  -    (50,678) 
P lanholder charges 16,796 - 16,796 16,174  -    16,174 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Net contributions written 126,991 - 126,991 112,650  -    112,650 
Changes in gross unearned contributions  (18,580) - (18,580) (6,138)  -    (6,138) 
Changes in retakaful share of unearned contributions 14,582 - 14,582 3,977  -    3,977 

  ─────  ───────  ─────  ─────── ───────    ─────── 
Net contributions earned 122,993 - 122,993 110,489  -    110,489 
Fees and commission income  5,352 - 5,352 5,088  -    5,088 
Other underwriting income 2,190 - 2,190 - - - 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Total revenue 130,535 - 130,535 115,577  -    115,577 
  ─────  ───────  ─────  ─────── ───────    ─────── 
UNDERWRITING COSTS AND EXPENSES       

Gross claims paid (47,053) - (47,053) (39,239)  -    (39,239) 
Retakaful share of claims paid 38,010 - 38,010 31,181  -    31,181 
Surrenders and maturities (67,140) - (67,140) (81,688)  -    (81,688) 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Net claims and other benefits paid (76,183) - (76,183) (89,746)  -    (89,746) 
Changes in outstanding claims, net (3,924) - (3,924) 682  -    682 
Changes in IBNR, net (450) - (450) (1,872)  -    (1,872) 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Net claims and other benefits incurred (80,557) - (80,557) (90,936)  -    (90,936) 
Changes in reserve for takaful activities (16,378) - (16,378) 4,610  -    4,610 
Changes in non-unit reserve (1,137) - (1,137) (891)  -    (891) 
Changes in unexpired risk reserve (2,947) - (2,947) (2,898)  -    (2,898) 
Policy acquisition costs  (14,863) - (14,863) (5,630)  (5,630) 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Total underwriting costs and expenses (115,882) - (115,882) (95,745)  -    (95,745) 
  ─────  ───────  ─────  ─────── ───────    ─────── 
Net underwriting income  14,653 - 14,653 19,832  -    19,832 
 ───── ─────── ───── ─────── ───────    ─────── 
OTHER OPERATING (EXPENSES)/ INCOME       
General and administrative expenses (41,164) (8,571) (49,735) (46,289) (4,397) (50,686) 
Rebate income 1,425 - 1,425 1,524  -    1,524 
Income from deposits 295 2,616 2,911 894 5,546 6,440 
Income from sukuk 220 3,763 3,983 4 3,788 3,792 
Divident income -    225 225    
 ─────── ─────── ─────── ─────── ───────    ─────── 
TOTAL OTHER OPERATING EXPENSES, NET  (39,224) (1,967) (41,191) (43,867) 4,937 (38,930) 
 ─────── ─────── ─────── ─────── ───────    ─────── 
Net loss / (income) for the period before attribut i on a nd 
zakat and tax 

(24,571) (1,967) (26,538) (24,035) 4,937 (19,098) 

Shareholders’ absorption of deficit/ (surplus transferred 
to shareholders) from takaful operations  

 
 
 

24,571 

 
 
 

(24,571) 

 
 
        

          - 

 
 
 

24,035 

 
 
 

(24,035) 

 
 

        
          - 

 ─────── ─────── ─────── ─────── ─────── ─────── 
Net loss attributable to the shareholders before zakat and 
tax - (26,538) (26,538)  

                - 
 

(19,098) 
 

(19,098) 
       

Zakat and tax for the period - (4,764) (4,764)  
                - 

 
(5,702) 

 
(5,702) 

 ─────── ─────── ─────── ─────── ─────── ─────── 
       
Net loss attributable to the shareholders before zakat and 
tax - (31,302) (31,302)                

              - 
 

(24,800) 
 

(24,800) 
 ═════ ═════ ═════ ═════ ═════ ═════ 
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25.  SUPPLEMENTARY INFORMATION (continued) 
 
Statement of comprehensive income 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 SAR ’000 

 2020 2019 
 
 
 

 
Takaful 

Operations 

 
Shareholders’ 

Operations 

 
 

Total 

 
Takaful 

Operations 

 
Shareholders’ 

Operations 

 
 

Total 
       

Net loss attributable to the shareholders after 
zakat and tax  

 
                - 

 
(31,302) 

 
(31,302) 

 
                - 

 
(24,800) 

 
(24,800) 

        
Other comprehensive income         
        
Items that will be reclassified to statement of 
income in subsequent periods 

      

        
-  Fair value change in available for sale 
investments – unrealized 

 
30,220 

 
-    

 
30,220 

 
45,503 

 
-    

 
45,503 

        
-  Fair value change in reserve for takaful 
activities – unrealized 

 
(30,220) 

 
-    

 
(30,220) 

 
(45,503) 

 
-    

 
(45,503) 

       
- Fair value reserve on available-for-sale 
financial assets 

 
(50) 

 
-    

 
(50) 

 
649 

  
649 

       
       
Items that will not be reclassified to statemen t  
of income in subsequent periods 

      

       
-  Remeasurements of retirement benefit 
obligations 

 
(395) 

 
-    

 
(395) 

 
(610) 

 
-    

 
(610) 

        
  ─────── ─────── ─────── ─────── ─────── ─────── 
Total comprehensive lossfor the year (445) (31,302) (31,747) 39 (24,800) (24,761) 
 ══════ ══════ ══════ ══════ ══════ ══════ 
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25.  SUPPLEMENTARY INFORMATION (continued) 
 

Statement of cash flows 
 SR ’000 

 2020 2019 
 
 

Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

Takaful 
Operations 

Shareholders’ 
Operations 

 
Total 

CASHFLOWS FROM OPERATING 
ACTIVITIES 

      

Net loss for the period before attribution and zakat 
and  tax 

 
 -    

 
(26,538) 

 
(26,538) 

 
 -    

 
(19,098) 

 
(19,098) 

       
Adjustment for non-cash items:       
Amortisation  -    763 763  -    869 869 
Depreciation  -    67 67  -    71 71 
Income from sukuk  (216) (3,801) (4,017)  (4) (3,822) (3,826) 
Amortization of premium on sukuks  -    40    40  -       34    34 
Amortization of discount on sukuks (5) - (5)    
Shareholders’ appropriation from deficit/ surplus (24,569) 24,569 -    (24,035) 24,035 -    
Provision of impairment on contribution and 
retakaful receivables 

 
865 

 
- 

 
865 

 
(2,054) 

 
- 

 
(2,054) 

Provision for employees’ end-of-service benefits 1,457 - 1,457 1,206 - 1,206 
 ───── ───── ───── ───── ───── ───── 
 (22,468) (4,900) (27,368) (24,887) 2,089 (22,798) 
Changes in operating assets and liabilities:       
Contributions and retakaful receivable, net (18,854)          -    (18,854) (11,702)          -    (11,702) 
Murabaha deposits - (54,068) (54,068) - (66,277) (66,277) 
Retakaful share of unearned contributions  (14,581)            -    (14,581) (3,977)            -    (3,977) 
Retakaful share of outstanding claims (26,350)            -    (26,350) 10,086            -    10,086 
Deferred policy acquisition costs (1,962)            -    (1,962) (966)            -    (966) 
Available-for-sale financial assets (29,802) 50 (29,752) (24,719) (6,386) (31,105) 
Prepaid expenses and other assets (2,989) 289 (2,700) 74 96 170 
Accrued and other liabilities 5,240 913 6,153 22,670 1,234 23,904 
Retakaful balances payable  9,150            -    9,150 9,984            -    9,984 
Gross unearned contributions  18,580            -    18,580 6,138            -    6,138 
Unearned retakaful commission  2,812            -    2,812 (380)            -    (380) 
Gross outstanding claims 30,721            -    30,721 (8,896)            -    (8,896) 
Unexpired risk reserve 2,947            -    2,947 2,898            -    2,898 
Non-unit reserve 1,137            -    1,137 891            -    891 
Reserve for takaful activities  29,802            -    29,802 24,719            -    24,719 
 ───── ───── ───── ───── ───── ───── 
 (16,617) (57,716) (74,333) 1,933 (69,244) (67,311) 
Employees’ end-of-service benefits paid, net of 
transfer in  (1,411)            - (1,411) (857)            - (857) 

Zakat and tax paid                 - (5,551) (5,551)                 - (5,958) (5,958) 
 ───── ───── ───── ───── ───── ───── 
Net cash used in operating activities (18,028) (63,267) (81,295) 1,076 (75,202) (74,126) 
   ───── ───── ─────   ───── ───── ───── 
CASHFLOWS FROM INVESTING ACTIVITIES       
Maturity of held-to-maturity financial assets - - - - 50,000 50,000 
Purchase of held-to-maturity financial assets - - - (9,840) (65,369) (75,209) 
Income received from sukuk - 3,100 3,100 - 3,528 3,528 
Purchase of intangible assets - (576) (576) - (1,226) (1,226) 
Purchase of fixed assets -            - - -            - - 
Proceeds from sale of fixed assets -            - - -            - - 
 ───── ───── ───── ───── ───── ───── 
Net cash generated from/ (used) in investing activities - 2,524 2,524 (9,840) (13,067) (22,907) 
 ───── ───── ───── ───── ───── ───── 
CASHFLOWS FROM FINANCING 
ACTIVITIES 

      

Due from/ (to) shareholders’/ takaful operations, net  (10,735) 10,735 - (208) 208 - 
 ───── ───── ───── ───── ───── ───── 
Net change in cash and cash equivalents (28,763) (50,008) (78,771) (8,972) (88,061) (97,033) 
Cash and cash equivalents, beginning of the year 40,735 106,251 146,986 49,707 194,312 244,019 
 ───── ───── ───── ───── ───── ───── 
Cash and cash equivalents, end of the year 11,972 56,243 68,215 40,735 106,251 146,986 
 ═════ ═════ ═════ ═════ ═════ ═════ 
Non-cash supplemental information:       
       
Net change in fair value of available for sale 
investments 

 
30,220 

 
- 

 
30,220 

 
45,503 

 
- 

 
45,503 

Net change in fair value of available-for-sale 
investments in local equity shares 

 
- 

 
(50) 

 
(50) 

 
- 

 
649 

 
    649 

 ═════ ═════ ═════ ═════ ═════ ═════ 
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26 RISK MANAGEMENT 
 

Risk governance 
 
The Company’s risk governance is manifested in a set of established policies, procedures and controls which us es 
the existing organizational structure to meet strategic targets. The Company’s philosophy revolves on willing  and  
knowledgeable risk acceptance commensurate with the risk appetite and a strategic plan approved by the Board o f 
Directors. The Company is exposed to various risks such as reinsurance, commission rate, market and asset 
liability management, credit, liquidity and operational risks in its various forms including and not limited to 
compliance risk. 
 
A cohesive organizational structure is established within the Company in order to identify , assess, contro l and  
monitor risks applicable with its business. The Company adopts the ‘Three Lines of Defense’ framework as part of 
the Risk Governance framework. Ownership of risk management responsibilities are entrusted across the first  line 
of defense (Function owners) whilst monitoring responsibilities are entrusted with the Second Line  (Risk 
Management Function). Third Line of Defense (Internal Audit) is entrusted with independent oversight 
responsibilities. 
 
Board of Directors 
   
The Board of directors are ultimately responsible for the overall Enterprise Risk Management framework (ERM). 
The Board reviews and approves the risk management framework annually. The Board also sets the risk appetite 
and risk tolerance and also approves the overall risk strategy and vision.    
 

Board Risk Committee 

The Board risk committee is designated committee by the Board of directors for reviewing the overall ERM 
framework and endorsing the framework for Board of directors’ approval.  The Board risk committee is  as s igned 
to oversee and advise the Board on all high-level risk related matters and to provide strategic d irect ion  fo r Ris k 
function including setting the risk vision, deciding priorities and overseeing the execution of major 
transformational risk initiatives. The committee reviews the risk reports prepared by the Risk Management 
function/ Chief Risk Officer and determines an appropriate response to identify the risks in line with the risk 
appetite including proposing suitable risk management strategies such as transferring risk (for example us e o f re -
insurance), reducing risk (for example improving internal controls) or introducing strategic risk initiatives. 

Risk Management Committee  

This is a senior management committee designated by the Board of directors to review risk management mat ters 
including reviewing risk appetite, emerging risk and risk policy. The committee is chaired by the Chief Risk 
Officer. This committee reports to the Board risk committee and is the main committee for escalating and 
reviewing all significant risk management issues.  
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26   RISK MANAGEMENT (CONTINUED) 
                
Risk governance (continued) 
 
Chief Risk Officer (CRO)  

 Develops a Risk Management Framework, Risk Management Policy which clearly outlines all the 
different types of risk categories relevant to SABB Takaful and its approach to manage these ri s ks. The 
roles and responsibilities across SABB Takaful with regard to managing the risks has also been defined. 

 Facilitates development of risk register outlining all the different risks faced by SABB Takafu l across 
various lines of businesses and functions by interacting with the respective Department Heads. 

 Continuously monitors the risk profile of SABB Takaful ensuring material risks and key controls are 
monitored and overall risk appetite is adhered to. 

 Based on results of the risk assessments, key risks were identified for SABB Takaful and submitted to the 
Board Risk Committee for their review and endorsement. 

 Monitors action plan as developed by business for mitigating various risks.  

 Develop tracking mechanism to ensure the mitigating actions are remediated within agreed timelines. 

 Develops a reporting and monitoring framework that helps management identify, assess, report and 
manage risks across the business ensuring compliance with the Policy and Ris k Appetite Framework 
defined. 

The risks faced by the Company and the way these risks are mitigated by management are summarized as follows: 
 
a) Insurance risk 
 
The principal risk the Company faces under insurance contracts is that the actual claims and benefit  payments o r 
the timing thereof, differ from expectations. This is influenced by the frequency of claims, severity of claims, 
actual benefits paid and subsequent development of long–term claims. Therefore, the objective of the Company is  
to ensure that sufficient reserves are available to cover these liabilities.  
 
The Company enters into reinsurance contracts as part of its risks mitigation programme. Reinsurance contribution 
ceded is placed on both a proportional and non–proportional basis. The majority of proport ional reins urance is  
quota–share reinsurance which is taken out to reduce the overall exposure of the Company to  certain  classes o f 
business. Non–proportional reinsurance is primarily excess–of–loss reinsurance designed to mitigate the 
Company’s net exposure to catastrophe losses. Retention limits for the excess–of–loss reinsurance vary by product  
line and territory. 
 
Amounts recoverable from reinsurance contracts are estimated in a manner consistent with the outstanding claims  
provision and are in accordance with the reinsurance contracts. Although the Company has reinsurance 
arrangements, it is not relieved of its direct obligations to its policyholders and thus a credit exposure exis ts with  
respect to reinsurance contributions ceded, to the extent that any reinsurer is unable to meet its obligations assumed 
under such reinsurance arrangements. The Company’s placement of reinsurance contributions is diversified  s uch 
that it is neither dependent on a single reinsurer nor are the operations of the Company substant ially  dependent  
upon any single reinsurance contract.  
 
 
Family takaful 
 
For individual family insurance, the main risk is the mortality and morbidity (permanent or temporary disability) of 
the insured. This is managed through an effective and clearly defined underwriting strategy. There  are various 
levels of underwriting carried out, including declaration of good health, medical questionnaire, reports from 
specialists/consultants and comprehensive medical tests. The Company als o assesses financial, lifes ty le and 
occupational information to ascertain the degree of risk carried by the insured and to determine whether o r no t  it  
could be classified as a standard life. 
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26   RISK MANAGEMENT (CONTINUED) 
 
a) Insurance risk (continued) 
 
For group insurance, the main risks are mortality and morbidity (permanent or temporary disability) of the insured. 
The mortality risk is compounded due to the concentration of lives, for e.g. employees in the same workplace. The 
Company has a clearly defined underwriting strategy. There are various levels of unde rwriting carried out, 
including declaration of good health, medical questionnaire, reports from specialists/consultants and 
comprehensive medical tests. The Company also looks at the nature of activity carried out  by the g roup, g roup 
size, mix of lives by geographical regions, cultural background and manual/non-manual worker split. 
 
The individual family and group insurance portfolios are protected through an efficient reinsurance arrangement 
which protects the Company from adverse mortality/morbidity experience.  

Further, the Company carries out at least annually stress testing exercise to estimate the likely impact to the 
company financial position under various scenarios covering underwriting, operational and counterparty risks. 

General Takaful 
 
The Company issues short term general insurance policies and they are expected to produce only short tail claims ;  
therefore it is unlikely to have significant reserve movements. This helps to mitigate general insurance risk. Major 
products include: 
 
Property all risk, fire, business interruption and personal accident products 
For property insurance contracts, the main risks are fire and business interruption. The Company has only 
underwritten these policies as per the norms of the reinsurance treaty terms and our underwriting manuals.  
 
These contracts are underwritten by reference to the replacement value of the properties and contents insured. The 
cost of rebuilding properties and obtaining replacement contents and the time taken to res tart  operations which  
leads to business interruptions are the main factors that influence the level of claims. The Company has reinsurance 
cover for such damage to limit losses for any individual claim. The maximum net retention by the company in 
respect of a claim is limited to SAR 1m as per the reinsurance arrangements in place. 
 
For personal accident insurance contracts, the main risks are death and disability to insured persons due to 
accidental means. The Company has reinsurance for such claims to limit losses for any individual c laim. 
 
Marine cargo product 
For marine insurance the main risks are loss or damage to the consignment of cargo and accidents resulting in  the 
total or partial loss of cargoes. 
 
The underwriting strategy for the marine class of business is to ensure that policies are well diversified in terms  of 
cargo, vessels and shipping routes covered. The Company has reinsurance cover to limit losses for any ind ividual 
claim. 
 
Frequency and severity of claims 
  
The frequency and severity of claims can be affected by several factors like natural disasters, flood, environmental 
and economical, atmospheric disturbances, concentration of risks, civil riots etc. The Company manages these ris k 
through the measures described above. The company has limited its risk by imposing deductibles, maximum claim 
amounts on certain contracts as well as the use of reinsurance arrangements in order to limit exposure to 
catastrophic events (e.g., hurricanes, earthquakes and flood damage). The purpose o f these underwrit ing and 
reinsurance strategies is to limit exposure to catastrophes based on the Company’s ris k appetite as decided by 
management. The overall aim is currently to restrict the impact of a single catastrophic even t to , in  cas e o f GT: 
SAR 1 million & in case of FT: SAR 1 million. The Board may decide to increase or decrease the maximum 
tolerances based on market conditions and other factors. 
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26   RISK MANAGEMENT (CONTINUED) 
 
a) Insurance risk (continued) 
 
Concentration of insurance risk  
 
The Company monitors concentration of insurance risks primarily by class of business. For fire and property risk a 
particular building and neighboring buildings, which could be affected by a single claim incident, are considered as 
a single location. Similarly, for marine risk, multiple risks covered in a single vessel voyage are considered  as a 
single risk while assessing concentration of risk. The Company evaluates the concentration of exposures to 
individual and cumulative insurance risks and establishes its reinsurance policy to reduce such exposures to levels 
acceptable to the Company. As at 31 December 2020 and 2019, the Company does not have any significant 
concentration of insurance risk. The table below sets out the concentration of the outstanding claims and unearned 
premiums by business segments at the reporting date: 
 

 
2020 (Amounts in SAR ’000) 

Outstanding 
claim 

reserves - Gross 

Outstanding 
claim 

Reserves - Net 

Gross  
unearned 

contributions 

Net  
unearned 

contributions 
Individual Family  3,048 2,227 - -    
Group Family 56,030 9,999 11,518 5,894 
General Takaful 33,933 6,790 22,765 2,862 
 93,011 19,016 34,283 8,756 
     
 
2019 (Amounts in SAR ’000) 

Outstanding 
claim 

reserves - Gross 

Outstanding 
claim 

Reserves - Net 

Gross  
unearned 

contributions 

Net  
unearned 

contributions 
Individual Family  2,595 1,852           -               - 
Group Family 36,897 9,277 8,149 2,823 
General Takaful 22,798 3,517 7,554 1,934 
 62,290 14,646 15,703 4,757 

 
Sources of uncertainty in estimation of future claim payments       

The key source of estimation uncertainty at the statement of financial position date relates to valuation of 
outstanding claims, whether reported or not, and includes expected claims settlement costs. The principal 
assumption underlying the liability estimates is that the Company’s future claims development will follow a 
similar pattern to past claims development experience. This includes assumptions in respect of average claim costs, 
claim handling costs, claim inflation factors and claim numbers for each accident year. Additional qualitative 
judgements are used to assess the extent to which past trends may not apply in the future, fo r example: one –off 
occurrence; changes in market factors such as public attitude to claiming: economic conditions: as well as internal 
factors such as portfolio mix, policy conditions and claims handling procedures. Judgement  is  fu rther us ed  to 
assess the extent to which external factors such as judicial decisions and government legislation affect the 
estimates. Considerable judgment by management is required in the estimation of amounts due to policyholders 
arising from claims made under insurance contracts. Such estimates are necessarily based on assumptions about 
several factors involving varying and possibly significant degrees of judgment and uncertainty and actual res u lts 
may differ from management’s estimates resulting in future changes in estimated liabilities. Qualitative judgments 
are used to assess the extent to which past trends may not apply in the future, for example one-off occurrence, 
changes in market factors such as public attitude to claiming and economic conditions. 

Process used to decide on assumptions 
 
The process used to determine the assumptions for calculating the outstanding claim reserve is intended to result in  
neutral reasonable estimates of the most likely or expected outcome. The nature of the business makes  it  very  
difficult to predict with certainty the likely outcome of any particular claim and the ultimate cost of notified claims. 
Each notified claim is assessed on a separate, case by case basis with due regard to claim circumstances, 
information available from surveyors and historical evidence of the size of similar claims. Case estimates are 
reviewed regularly and are updated as and when new information is available. 
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26   RISK MANAGEMENT (CONTINUED) 
 
a) Insurance risk (continued) 
 
Process used to decide on assumptions (continued) 
 
The estimation of IBNR is generally subject to a greater degree of uncertainty than the estimat ion  o f the cost  o f 
settling claims already notified to the Company, in which case information about the claim event is available. The 
estimation process takes into account the past claims reporting pattern and details of reinsurance programs.  
 
The ultimate cost of claims liability is estimated by using a range of standard actuarial claims projection 
techniques, such as Chain Ladder and Bornheutter-Ferguson methods. 
 
The main assumption underlying these techniques is that a Company’s past claims development experience can be 
used to project future claims development and hence ultimate claims costs. As such, these methods extrapolate the 
development of paid and incurred losses, average costs per claim and claim numbers based on the observed 
development of earlier years and expected loss ratios. Historical claims development is mainly analysed by 
accident years, but can also be further analysed by geographical area, as well as by significant business lines  and 
claim types. Large claims are usually separately addres sed, either by being reserved at the face value of loss 
adjuster estimates or separately projected in order to reflect their future development. In most  cases, no exp licit  
assumptions are made regarding future rates of claims inflation or loss ratios. Instead, the assumpt ions used  are 
those implicit in the historical claims development data on which the projections are based. Additional qualitative 
judgement is used to assess the extent to which past trends may not apply in future, (e.g., to reflect one -off 
occurrences, changes in external or market factors such as public attitudes to claiming, economic conditions, levels 
of claims inflation, judicial decisions and legislation, as well as internal factors such as portfolio mix, policy 
features and claims handling procedures) in order to arrive at the estimated ultimate cost of claims that present the 
likely outcome from the range of possible outcomes, taking account of all the uncertainties involved. 
 
The contribution liabilities have been determined such that the total contribution liability  p rov isions (unearned 
contribution reserve and contribution deficiency reserve in result of liability adequacy test) would be sufficien t to  
service the future expected claims and expenses likely to occur on the unexpired policies as at  the s tatement o f 
financial position date. The expected future liability is determined using estimates and assumptions based  on the 
experience during the expired period of the contracts and expectations of future events that are believed to  be  
reasonable.  
 
Sensitivity of claims    
 
 

The Company believes that the claim liabilities under insurance contracts outstanding at the year-end are adequate. 
However, these amounts are not certain and actual payments may differ from the claims liabilities provided in  the 
financial statements. The insurance claim liabilities are sensitive to the various assumptions.  
 
A hypothetical change in the claim ratio, net of reinsurance, would impact net underwriting result as follows: 
 

 2020 2019 
Impact of change in net claim ratio by + / - 10% Amount in SAR ‘000 
Accident and Liability 148 48 
Marine 38 41 
Property 315 95 
Group 1,589 1,008 
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26   RISK MANAGEMENT (CONTINUED) 
 
a) Insurance risk (continued) 
 
Claims development 
 
The following reflects the cumulative incurred claims for each successive accident year at each financial posit ion 
date, together with the cumulative payments to date.  
 
The development of insurance liabilities provides a measure of the Company’s ability  to  est imate the u lt ima te  
value of the claims. 
 
The Company aims to maintain adequate reserves in respect of its insurance business in order to  p ro tect  against 
adverse future claims experience and developments. As claims develop and the ultimate cost of claims  becomes  
more certain, adverse claims experiences will be eliminated which results in the release of res erves from earlier 
accident years. In order to maintain adequate reserves, the Company will transfer much of this release to the 
current accident year reserves when the development of claims is less mature and there is much greater uncertainty 
attached to the ultimate cost of claims . 
 

Claims development table   
 
Claims development table gross of reinsurance: 
 

2020 Amounts in SAR ‘000 

Accident year 
2015 & 
earlier 2016 2017 2018 2019 2020 Total  

Estimate of ultimate claim loss        

 - At end of accident year 290,174 63,245 63,579 54,787 37,117 72,525 72,525 
 - One year later 270,015 57,030 48,474 46,758 35,577 -    35,577 
 - Two years later 261,477 54,691 48,779 46,345 -    -    46,345 
 - Three years later 263,987 52,403 48,085 -    -    -    48,085 
 - Four years later 243,609 51,903 -    -    -    -    51,903 
 - Five years later 243,586 -    -    -    -    -    243,586 
Current estimate of cumulative claims 243,586 51,903 48,085 46,345 35,577 72,525 498,021 
Cumulative payments to date 231,358 51,326 47,177 41,787 29,234 40,512 441,394 

Outstanding claim reserves 12,228 577 908 4,558 6,343 32,013 56,627  
Add: Incurred but not reported (IBNR) and 
other reserves  219 

388 
323 590 2,264 32,600 36,384 

Liability recognized in the statement of 
financial position 12,447 965 1,231 5,148 8,607 64,613 93,011 

2019 Amounts in SAR ‘000 

Accident year 
2014 & 
earlier 2015 2016 2017 2018 2019 Total 

Estimate of ultimate claim loss        

 - At end of accident year 239,056  51,118       63,245        63,579         54,787         37,117     37,117  

 - One year later 222,403  47,611       57,030        48,474         46,758          -     46,758  

 - Two years later 216,448   45,029       54,691         48,779          -         -     48,779  

 - Three years later 219,783  44,204       52,403           -         -         -      52,403  

 - Four years later 199,922  43,687   -          -         -         -     43,687  

 - Five years later 199,993    - -          -         -          -    199,993  

Current estimate of cumulative claims 199,993     43,687      52,403        48,779         46,758         37,117     428,737  

Cumulative payments to date 187,767 43,593 51,226 46,908 41,579 23,270 394,343 

Outstanding claim reserves   12,226              94        1,177          1,871           5,179         13,847      34,394   
Add: Incurred but not reported (IBNR) and 
other reserves  86 

 
46 162 579 2,663 24,360 

         
27,896 

Liability recognized in the statement of 
financial position 12,312 

 
140 1,339 2,450 7,842 38,207 

         
62,290 
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26   RISK MANAGEMENT (CONTINUED) 
 
a) Insurance risk (continued) 
 
Claims development table (continued) 
 
Claims development table net of reinsurance: 
 

 

2020 Amounts in SAR ‘000 
 
Accident year 

2015 & 
earlier 2016 2017 2018 2019 2020 Total  

Estimate of ultimate claim loss        

 - At end of accident year 81,046 16,596 15,462 11,493 9,608 47,206 47,206 

 - One year later 71,755 15,463 12,192 9,593 9,300 -    9,300 

 - Two years later 69,315 14,995 12,251 9,481 -    -    9,481 

 - Three years later 69,226 14,627 12,053 -    -    -    12,053 

 - Four years later 69,000 14,386 -    -    -    -    14,386 

 - Five years later 68,947 -    -    -    -    -    68,947 

Current estimate of cumulative claims 68,947 14,386 12,053 9,481 9,300 47,206 161,373 

Cumulative payments to date 68,947 14,322 11,831 8,309 7,582 40,512 151,504 

Outstanding claim reserves -    64 222 1,172 1,718 6,694 9,869  
Add: Incurred but not reported (IBNR) and 
other reserves  59 80 67 119 752 8,069 9,147 
Liability recognized in the statement of 
financial position 59 144 289 1,291 2,470 14,763 19,016 

        

2019 Amounts in SAR ‘000 
 
 
Accident year 

2014 & 
earlier 2015 2016 2017 2018 2019 Total 

Estimate of ultimate claim loss        

 - At end of accident year   67,767       13,279      16,596       15,462         11,493  9,608  9,608  

 - One year later   59,218      12,537      15,463       12,192           9,593          -  9,593  

 - Two years later  57,614      11,701      14,995        12,251          -         -  12,251  

 - Three years later  57,750      11,476      14,627           -         -         -  14,627  

 - Four years later   57,627       11,373   -          -         -         -  11,373  

 - Five years later  57,630    - -          -         -          -  57,630  

Current estimate of cumulative claims  57,630   11,373   14,627   12,251   9,593   9,608   115,082  

Cumulative payments to date  57,630   11,316   14,262   11,723   8,118   6,087   109,136  

Outstanding claim reserves     -                  
57  

             
365  

             
528  

          
1,475  

          
3,521  

           
5,946   

Add: Incurred but not reported (IBNR) and 
other reserves  48 13 40 160 991 7,448 

           
8,700 

Liability recognized in the statement of 
financial position 48 70 405 688 2,466 10,969 14,646 
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26   RISK MANAGEMENT (CONTINUED) 
 
b) Reinsurance risk 
 
In order to minimize its financial exposure to potential losses arising from large claims the Company  en ters in to  
agreements with other parties for reinsurance purposes. Such reinsurance arrangements provide for greater 
diversification of business, allow management to control exposure to potential losses arising from large risks , and  
provide additional capacity for growth. A significant portion of the reinsurance is effected under treaty, facultative 
and excess-of-loss reinsurance contracts. 
 
In line with the objective to provide first-class security to clients and continued profitability to shareholders, the 
Company adopts a conservative philosophy on underwriting of risks and in arranging its reinsurance programs. 
   
Further, to minimize its exposure to significant losses from reinsurer insolvencies, the Company evaluates the 
financial condition of its reinsurers and monitors concentrations of credit risk arising from similar geographic 
regions, activities or economic characteristics of the reinsurers. The Company considers reins urance ris k to  be 
minimal as it deals with reinsurers with sound credit ratings. 
 
Reinsurance contracts do not relieve the Company from its obligations to policyholders and as a result the 
Company remains liable for the portion of outstanding claims reinsured to the extent that the reinsurer fails to meet  
the obligations under the retakaful contracts. 
 
 
c) Market risk and asset liability management 

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices. Market risk comprises three types of risk: foreign exchange rates (currency risk), market 
interest rates (commission rate risk) and market prices (other price risk). 

- The Company’s market risk policy sets out the assessment and determination of what constitutes market  ris k 
for the Company. Compliance with the policy is monitored and exposures and breaches are reported to  the 
Company risk committee. The policy is reviewed regularly for pertinence and for changes in the risk 
environment. 

- Guidelines are set for asset allocation and portfolio limit structure, to ensure that assets back specific 
policyholders’ liabilities and that assets are held to deliver income and gains for policyholders which  are in  
line with their expectations. 

The Company issues unit-linked investment policies. In the unit linked business, the planholder bears the 
investment risk on the assets held in the unit-linked funds as the policy benefits are directly linked to the value o f 
the assets in the fund. Therefore, the Company has no material risk on unit-linked financial assets. 
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26   RISK MANAGEMENT (CONTINUED) 
 
c) Market risk and asset liability management (continued) 
 
The Board of Directors of the Company ensure that the overall market risk exposure is maintained at prudent levels 
and is consistent with the available capital. While the Board gives a strategic direction and goals, risk management  
function related to market risk is mainly the responsibility of Investment Committee team. The team prepares 
forecasts showing the effects of various possible changes in market conditions related to risk exposures. This risk is 
being mitigated through the proper selection of securities. Company maintains diversified portfolio and performs  
regular monitoring of developments in related markets. In addition, the key factors that affect sukuk market 
movements are monitored, including analysis of the operational and financial performance of investees. 
 
Market risk comprises of three types of risk: currency risk, commission rate risk and other price risk. 
 
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 transactions are principally in Saudi Arabian Riyals and US Dollar. Management monitors the 
fluctuations in currency exchange rates and acts accordingly and believes that the fo reign currency ris k is  no t  
significant as Saudi Riyal is pegged to US dollar. 
 
Sensitivity analysis - Currency risk: 
 2020  2019 
 SAR’000 
Impact on carrying amount by +/- 10% in exchange rates  
Retakaful balances receivables  
US Dollars 81  314 
 
 

Commission Rate Risk 
The Company invests in securities and has deposits that are subject to commission rate risk. Commission rate ris k 
to the Company is the risk of changes in commission rates reducing the overall return on its fixed commission rate 
bearing securities. The Commission rate risk is limited by monitoring changes in commission rates and by 
investing in floating rate instruments. The Company has no significant concentration of commission rate risk. 
 
Special commission rate risk arises from the possibility that changes in commission rates will affect future 
profitability or the fair values of financial instruments. The Company has no significant concentration of 
commission rate risk.  
  
The sensitivity of the income is the effect of the assumed changes in the commission rates, with all other variab le 
held constant, on the Company’s profit for one year, based on the floating rate financial assets held at 31 December 
2019. A hypothetical 30 basis points change in the weighted average commission rate of the floating rate financial 
assets balances at 31 December 2020 would impact commission income by approximately SAR 228 thousand 
(2019: SAR 449 thousand) annually in aggregate.  
 
Commission bearing investments of the Company comprise of murabaha deposits and sukuks. Murabaha deposits 
are short term in nature which will be matured within a year and the maturity profile of sukuks is disclosed in   
note 4. 
 
The commission and non-commission bearing investments of the Company and their maturities as at December 31, 
2020 and 2019 are as follows: 
 
Amount in SAR ‘000 Less than 1 year More than 1 year 

Non-commission 
bearing Total 

Insurance Operations  
2020 25,037 9,888 - 34,925 
2019 25,072 9,844 - 34,916 
     
Shareholders’ Operations     
2020 171,370 115,878 - 287,248 
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2019 170,676 136,528 - 307,204 
 
26   RISK MANAGEMENT (CONTINUED) 
 
c) Market risk and asset liability management (continued) 
   
Other Price Risk 
 
Other price risk is the risk that the fair value or future cash flows of financial instruments will fluctuate because o f 
changes in market prices (other than those arising from commission rate risk or currency risk), whether those 
changes are caused by factors specific to the individual financial instrument or its issuer, or facto rs affecting all 
similar financial instruments traded in the market. 
 
The Company's investments amounting to SAR 617 million (2019: SAR 660 million) are susceptible to market 
price risk arising from uncertainty about the future value of invested securities. The Company limits this nature o f 
market risk by diversifying its invested portfolio and by actively monitoring the developments in markets. 
 
The impact of hypothetical change of +/- 10% increase in the market prices of investments on Company's profit 
would be as follows:  
   

   
 

Fair value change 
SAR’000 

Effect on Company’s profit 
SAR’000 

December 31, 2020 +/ -  61,545 +/-   1,311 

December 31, 2019 +/ -  65,971 +/-   1,959 
 
The sensitivity analysis presented is  based upon the portfolio position as at 31 December 2020 and 2019. 
Accordingly, the sensitivity analysis prepared is not necessarily indicative of the effect on the Company's assets o f 
future movements in the value of investments held by the Company. 
 
d) Credit risk  
 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. For all classes of financial instruments held by the Company, the maximum cred it  
risk exposure to the Company is the carrying value as disclosed in the statement of financial position. 
 
The following policies and procedures are in place to mitigate the Company’s exposure to credit risk: 
 
 To minimize its exposure to significant losses from reinsurance insolvencies, the Company evaluates the 

financial condition of its reinsurance counterparties. Accordingly, as a pre-requisite, the parties with whom 
reinsurance is affected are required to have a minimum acceptable security rating level affirmin g their 
financial strength. 

 The Company monitors the receivables from insurance and reinsurance contracts on an  ongoing  basis  in  
order to reduce the Company’s exposure to bad debts. 

 Considering the nature of held-to-maturity investments, there is a minimal credit risk. Cash and cash 
equivalents are maintained with local banks approved by management. Accordingly, as a pre-requisite, the 
banks with whom cash and cash equivalents are maintained are required to have a min imum accep table 
security rating level affirming their financial strength. 
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26   RISK MANAGEMENT (CONTINUED) 
 
d) Credit risk (continued) 
 
The table below shows the maximum exposure to credit risk for the relevant components of the statement of 
financial position.  
 2020 

                        SAR’000 
 Takaful   

Operations 
 

Shareholders 
   
Contributions and retakaful receivable, net 45,260 - 
Retakaful share of outstanding claims 73,994 - 
Cash and cash equivalents 11,972 56,243 
Short term deposits 25,037 95,308 
Held-to-maturity financial assets 9,888 136,451 
Statutory deposit - 34,000 
Other receivables 552 - 
 ───────── ──────── 
 166,703 322,002 
 
 

════════ ════════ 

 
 

2019 
                        SAR’000 

 Takaful 
Operations 

 
Shareholders 

   
Contributions and retakaful receivable, net 26,406 - 
Retakaful share of outstanding claims 47,644 - 
Cash and cash equivalents 40,735 106,251 
Short term deposits - 66,277 
Held-to-maturity financial assets 9,843 136,529 
Statutory deposit  - 34,000 
Other receivables 220                 - 
 ───────── ──────── 
 124,848 343,057 
 ════════ ════════ 
Concentration of credit risk 
 
Concentration of credit risk exists when changes in economic or industry factors similarly affect groups of 
counterparties whose aggregate credit exposure is significant in relation to the Company’s total cred it  exposure. 
All the Company’s underwriting activities are carried out in Saudi Arabia. The Company’s portfolio  o f financial 
instruments is broadly diversified and transactions are entered into with diverse cr ed it -worthy counterparties 
thereby mitigating any significant concentrations of credit risk.  

Amount in ‘000 2020 2019 2020 2019 2020 2019 
 Investment grade Non-investment grade Unrated 

Held-to-maturity financial assets 146,339 146,372 -          - -       - 
Contributions and retakaful receivable, net 806 3,135 -          - 44,454 23,271 
Cash and cash equivalents 68,215 146,986 -          - -       - 
Retakaful share of outstanding claims -            - - - 73,994 47,644 
Statutory deposit 34,000 34,000 -          - -          - 
Other receivables -            - -          - 552 220 
Short term deposits 120,345 66,277 -          - -          - 
 369,705 396,770 -          -    119,000 71,135 
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26   RISK MANAGEMENT (CONTINUED) 
 
e) Liquidity risk  
 
Liquidity risk is the risk that the Company will encounter difficulty in meeting obligations associated with its 
financial instruments. In respect of catastrophic events, there is also a liquidity risk as sociated with  the t iming  
difference between gross cash outflows and expected reinsurance recoveries. 
 
The following policies and procedures are in place to mitigate the Company’s exposure to liquidity risk: 
 
 A Company liquidity risk policy setting out the assessment and determination of what constitutes liquid it y 

risk for the Company. Compliance with the policy is monitored and exposures and breaches are reported to  
the Risk Committee. The policy is regularly reviewed for pertinence and for changes in the risk 
environment. 

 
 Set guidelines on asset allocations, portfolio limit structures and maturity profiles o f as sets, in  o rder to  

ensure sufficient funding available to meet insurance obligations. 
 
 Setting up contingency funding plans which specify minimum proportions of funds to meet  emergency 

calls as well as specifying events that would trigger such plans. 
 
 The Company’s catastrophic excess-of-loss retakaful contracts contain clauses permitting  the immediate 

draw down of funds to meet claim payments should claim events exceed a certain size. 
   

 Asset Liability Management (ALM) study is conducted and results presented to Management Commit tee, 
Board Investment Committee and Board. 
 

 
Maturity Profiles 
The table below summarizes the maturity profile of the assets and liabilities (for managing liqu id ity ris k) o f the 
Company based on remaining expected contractual obligations. For insurance contract liabilities and reins urance 
assets, maturity profiles are determined based on the estimated timing of net cash outflows from the recognized  
insurance liabilities. Unit linked liabilities are repayable or transferable on demand and are included in  the up  to  
one year column. Repayments that are subject to notice are treated as if notice were to be given immediately. 
 

 ---------------------------- 2020 --------------------------- 
 Takaful Operations Shareholders 

 

Up to 
one year 
SAR’000 

More than 
one year 
SAR’000 

 
Total 

SAR’000 

Up to 
one year 
SAR’000 

More than 
one year 
SAR’000 

 
Total 

SAR’000 
ASSETS       

Available-for-sale financial assets 406,636 - 406,636 6,985 - 6,985 
Held-to-maturity financial assets - 9,888 9,888 - 136,451 136,451 
Contributions and retakaful receivable, net  45,260 - 45,260 - - - 
Retakaful share of outstanding claims 73,994 - 73,994 - - - 
Cash and cash equivalents 11,972 - 11,972 56,243 - 56,243 
Short term deposits 25,037 - 25,037 95,308 - 95,308 
 ────── ────── ────── ────── ────── ────── 
 562,899 9,888 572,787 158,536 136,451 294,987 
 ═════ ═════ ═════ ═════ ═════ ═════ 
LIABILITIES       

Reserve for takaful activities  406,636 - 406,636 - - - 
Gross outstanding claims 93,011 - 93,011 - - - 
Retakaful balances payable 25,014 - 25,014 - - - 
Accrued and other liabilit ies 45,875 - 45,875 3,560 - 3,560 
 ────── ────── ────── ────── ────── ────── 
 570,536 - 570,536 3,560 - 3,560 
 ═════ ═════ ═════ ═════ ═════ ═════ 
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26   RISK MANAGEMENT (CONTINUED)    
 
e) Liquidity risk (continued) 

 ---------------------------- 2019 --------------------------- 
 Takaful Operations Shareholders 

 

Up to 
one year 
SAR’000 

More than one 
year 

SAR’000 

 
Total 

SAR’000 

Up to 
one year 
SAR’000 

More than one 
year 

SAR’000 

 
Total 

SAR’000 
ASSETS       

Available-for-sale financial assets 376,834 -       376,834 7,035 -       7,035 

Held-to-maturity financial assets -       9,843 9,843  136,529 136,529 
Contributions and retakaful receivable, net  26,406 -       26,406 -       -       -       
Retakaful share of outstanding claims 47,644 -       47,644 -       -       -       
Cash and cash equivalents 40,735 -       40,735 106,251 -       106,251 
Short term deposits              - -                     - 66,277 -       66,277 
 ────── ────── ────── ────── ────── ────── 
 491,619 9,843 501,462 179,563 136,529 316,092 
 ═════ ═════ ═════ ═════ ═════ ═════ 

  
LIABILITIES       

Reserve for takaful activities  376,834 -       376,834 -       -       -       
Gross outstanding claims 62,290 -       62,290 -       -       -       

Retakaful balances payable 15,864 -       15,864 -       -       -       
Accrued and other liabilit ies 40,634 -       40,634 2,648 -       2,648 
 ────── ────── ────── ────── ────── ────── 
 495,622 -       495,622 2,648 -       2,648 
 ═════ ═════ ═════ ═════ ═════ ═════ 
f) Operational risk 
 

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the processes, 
technology and infrastructure supporting the Company’s operations either internally within the Company or externally at  
the Company’s service providers, and from external factors other than credit, market and liquidity risks such as those 
arising from legal and regulatory requirements and generally accepted standards of investment management behaviour. 
Operational risks arise from all of the Company’s activities.   
   
The Company’s objective is to manage operational risk so as to balance limiting of financial losses and damage to its 
reputation with achieving its investment objective of generating returns for investors.  
 
The primary responsibility for the development and implementation of controls over operational risk rests with the Board 
of Directors. This responsibility encompasses the controls in the following areas:   

- requirements for appropriate segregation of duties between various funct ions, roles and responsibilities; 
- requirements for the reconciliation and monitoring of transactions; 
- compliance with regulatory and other legal requirements; 
- documentation of controls and procedures; 
- requirements for the periodic assessment of operational risks faced, and the adequacy of controls and 

procedures to address the risks identified; and  
- ethical and business standards.  
---    Adherence to delegated authorities set by the Board    

 

Senior management ensures that the Company's staff has adequate training and experience and fosters effective 
communication related to operational risk management.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



343

SABB Takaful Company (A Saudi Joint Stock Company) 
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED) 
For the year ended 31 December 2020 

P a g e  |  6 8  

 

26   RISK MANAGEMENT (CONTINUED) 
 
 

g) 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 light of changes in market conditions and risk 
characteristics of the Company’s activities. In order to maintain or adjust the capital structure, the Company may  adjus t  
the amount of dividends paid to shareholders or issue 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 cap ital structure of the Company consists of equity attributable to 
equity holders comprising paid share capital, reserves and accumulated losses.  
 
As per guidelines laid out by SAMA in Article 66 of the Implementing Insurance Regulations detailing the solvency 
margin required to be maintained, the Company shall maintain solvency margin equivalent to the highest of the 
following three methods as per SAMA Implementing Regulations: 
 
• Minimum Capital Requirement of SAR 100 million 
• Premium Solvency Margin 
• Claims Solvency Margin 
 

The Company is in compliance with all externally imposed capital requirements with sound solvency margin. The capital 
structure of the Company as at 31 December 2020 consists of paid-up share capital of SAR 340 million, statutory 
reserves of SAR 14.8 million and accumulated losses of SAR 64.57 million (December 31, 2019: paid-up share capital of 
SAR 340 million, statutory reserves of SAR 14.8 million and accumulated losses of SAR 33.26 million in the statement 
of financial position. 
 
In the opinion of the Board of Directors, the Company has fully complied with the externally imposed capital 
requirements during the reported financial period.  
    
27 APPROVAL OF THE FINANCIAL STATEMENTS 
 
The financial statements have been approved by the Board of Directors on March 15, 2021.    
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11.2 Annex 2: The pro forma financial statements of Walaa Insurance 
Company during the fiscal year ended on December 31, 2020G for 
the purpose of the Merger Transaction.

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 المعلومات المالية التصورية 
 2020ديسمبر  31للسنة المنتهية في 

 وتقرير تأكيد المحاسب القانوني المستقل 
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 التعاوني شركة ولاء للتأمين 
 )شركة مساهمة سعودية( 

 المعلومات المالية التصورية 
 2020ديسمبر  31للسنة المنتهية في 

    
    

 صفحة    المحتويات  
    

 1 - 2 المحاسب القانوني المستقل عن تجميع المعلومات المالية التصورية المضمنة في نشرة الاكتتاب تأكيدتقرير 
    

 3 - 4  المالي التصورية قائمة المركز 
    

 5 - 6  التصورية الدخلقائمة 
    

 7  التصورية قائمة الدخل الشامل 
    

 8 - 15 إيضاحات حول المعلومات المالية التصورية 
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  شركة ولاء للتأمين التعاوني 
  )شركة مساهمة سعودية(

  التصورية )غير المراجعة( قائمة المركز المالي 
   2020ديسمبر  31كما في 

 )بآلاف الريالات السعودية(  
 ( 3)إيضاح  

  الموجودات 
  769,094 النقد وما في حكمه 
  337,619 ودائع قصيرة الاجل 

  378,280 بالصافي –أقساط تأمين وذمم معيدي التأمين مدينة  
  389,017 المكتسبة حصة معيدي التأمين من الأقساط غير 

  209,648 حصة معيدي التأمين من المطالبات تحت التسوية 
  84,937 حصة معيدي التأمين من المطالبات المتكبدة غير المبلغ عنها 

  138,959 حصة معيدي التأمين من الاحتياطيات الحسابية
  29,302 تكاليف اكتتاب وثائق تأمين مؤجلة 

 1,075,750 الاستثمارات  
  117,728 مستحق من عمليات التأمين

  94,005 مصاريف مدفوعة مقدماً وموجودات أخرى 
  50,000 ودائع طويلة الاجل

 81,928  الشهرة 
  14,248 ممتلكات ومعدات، بالصافي

  36,749 موجودات غير ملموسة
  85,058 وديعة نظامية

  14,726 إيرادات وديعة نظامية مستحقة 
  3,882  إيرادات عمولة مستحقة 

 3,910,930  مجموع الموجودات 
  

  مطلوبات
  34,794   مطالبات مستحقة الدفع لحملة وثائق التأمين 

  201,625  مصاريف مستحقة ومطلوبات أخرى 
  257,828  مستحقة الدفع أرصدة معيدي التأمين 

  824,247  غير مكتسبةتأمين أقساط 
  25,194  عمولات معيدي التأمين غير مكتسبة 

  290,126  مطالبات تحت التسوية 
  207,360  المطالبات المتكبدة غير مبلغ عنها  

  138,959  ةالحسابي  اتإجمالي الاحتياطي 
  117,728  إلى عمليات المساهمين ستحقم

  28,040  تعويض نهاية الخدمة 
  33,855  الدخل الزكاة وضريبة 

  14,726  لى ساما إ مستحقة  ةإيرادات عمولعائد 
 16,367  فائض متراكم مستحق الدفع

 8,836  الساريةمخاطر الاحتياطي 
 7,607  احتياطي لبنود غير مرتبطة بوحدات 

 406,636  تكافل أنشطة  احتياطي 
 26,010 احتياطي اقساط تأمين اضافية

 8,642  ات فنية أخرى احتياطي
 2,648,580 مجموع المطلوبات

 
 

 تشكل الإيضاحات المرفقة جزءاً لا يتجزأ من هذه المعلومات المالية التصورية. 
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  شركة ولاء للتأمين التعاوني 
  ) مساهمة سعودية شركة (

  قائمة المركز المالي التصورية )غير المراجعة( )تتمة( 
   2020ديسمبر  31كما في 

 الريالات السعودية( )بآلاف  
 ( 3)إيضاح  
  

  حقوق الملكية 
  850,583  رأس المال 

  246,207  علوة إصدار 
  63,327  احتياطي نظامي 

  81,304  أرباح مبقاة 
  21,989  احتياطي القيمة العادلة على الاستثمارات المتاحة للبيع

 (1,060)  التأمين احتياطي إعادة قياس المنافع المحددة لعمليات 
 1,262,350 مجموع حقوق الملكية 

  
 3,910,930 مجموع المطلوبات وحقوق الملكية 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  تشكل الإيضاحات المرفقة جزءاً لا يتجزأ من هذه المعلومات المالية التصورية. 
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  شركة ولاء للتأمين التعاوني 
  سعودية( )شركة مساهمة  

  قائمة الدخل التصورية )غير المراجعة( 
   2020ديسمبر  31للسنة المنتهية في 

 )بآلاف الريالات السعودية(  
 ( 3)إيضاح  

  الإيرادات 
 1,674,384 إجمالي أقساط التأمين المكتتبة

  أقساط إعادة تأمين المسندة 
 (25,799)  ة محلي  -
 (673,732) ةأجنبي  -

  16,796 خطط التكافل   حامليتكاليف 

  991,649  
 (14,722)  مصاريف فائض الخسارة  

  976,927  صافي أقساط التأمين المكتتبة 
 (128,434) التغيرات في أقساط غير مكتسبة 

  71,112 التغيرات في حصة معيدي التأمين من أقساط غير مكتسبة 
  919,605  صافي أقساط التأمين المكتسبة 

  46,399 عمولات إعادة تأمين
  13,408 إيرادات اكتتاب أخرى 

  979,412  الإيرادات  إجمالي 
  

  تكاليف ومصاريف الإكتتاب  
  638,512  إجمالي المطالبات المدفوعة 

  83,647 الوثائق واستحقاقات تصفيات
  34,580 بالمطالباتمتعلقة مصاريف متكبدة  

 (104,190) من المطالبات المدفوعة  التأمينحصة معيدي 
  652,549  المدفوعة والمنافع الأخرى صافي المطالبات 

  94,889 التغيرات في مطالبات تحت التسوية 
 (56,104)  التغيرات في حصة معيدي التأمين من مطالبات تحت التسوية 

 (39,059)  التغيرات في مطالبات متكبدة غير مبلغ عنها  
 (14,300)  غير مبلغ عنها من مطالبات متكبدة التأمين  إعادةالتغيرات في حصة مطالبات 

  637,975  المتكبدة والمنافع الأخرى  صافي المطالبات 
  

  21,040 ضافية  تأمين إ أقساط اتاحتياطي 
 (22,467)  احتياطيات فنية أخرى 

  63,092 تكاليف اكتتاب وثائق تأمين
  16,378 احتياطي انشطة تكافل  التغيرات في

  1,137  تغيرات في احتياطي لبنود غير مرتبطة بوحدات 
  2,947  تغيرات في احتياطي المخاطر السارية

  32,365 مصاريف اكتتاب أخرى 
  752,467  الإكتتاب  مجموع تكاليف ومصاريف

    226,945  صافي دخل الاكتتاب 
 

 تشكل الإيضاحات المرفقة جزءاً لا يتجزأ من هذه المعلومات المالية التصورية.
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     شركة ولاء للتأمين التعاوني 
     )شركة مساهمة سعودية( 

     قائمة الدخل التصورية )غير المراجعة( )تتمة( 
         2020ديسمبر  31للسنة المنتهية في 

 )بآلاف الريالات السعودية(     
 ( 3)إيضاح     
     

 226,945    صافي دخل الاكتتاب )تتمة( 
     

       أخرى تشغيلية إيرادات   /  )فمصاري (
 (9,021)    مشكوك في تحصيلها  عكس ذمم مدينة( / مخصص)

 (190,718)    مصاريف عمومية وإدارية 
  1,425     عمولة من الإستثمارات   ايرادات
  12,535     دائع من الو ايرادات  
  9,303     صكوك من الايرادات  

  3,244     محققة من استثمارات  توزيعات أرباح  
 (173,232)     الأخرى  ات التشغيليةف و مجموع المصر 

     

 53,713    الفائض اسناد و  الدخل الزكاة وضريبة  قبل  صافي الدخل للسنة
     

 (25,144)     الزكاة
 (1,122)     ضريبة الدخل 

  27,447     اجمالي الدخل للسنة 
     

 (7,626)     عائد إلى عمليات التأمين الفائض ال صافي
  19,821     صافي الدخل العائد إلى المساهمين 

     
     

          ربحية السهم 
      0.24    والمخفض   الأساسي ربحية السهم

 83,118    ( بالآلاف)  عاديةالمتوسط المرجح لعدد الأسهم ال 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 تشكل الإيضاحات المرفقة جزءاً لا يتجزأ من هذه المعلومات المالية التصورية.
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  شركة ولاء للتأمين التعاوني 
  )شركة مساهمة سعودية( 

  التصورية )غير المراجعة(  الدخل الشاملقائمة 
   2020ديسمبر  31للسنة المنتهية في 

 )بآلاف الريالات السعودية(  
 ( 3)إيضاح  
  

   27,447 صافي الدخل للسنة 
  الدخل الشامل الآخر 

  البنود التي لن يُعاد تصنيفها إلى قائمة الدخل في السنوات اللاحقة 
 (39) لإلتزام المنافع المحددة  الاكتوارية  الخسائر

  يُعاد تصنيفها إلى قائمة الدخل في السنوات اللاحقة تم / قد البنود التي قد 
  استثمارات المتاحة للبيع 

 3,789 صافي التغير في القيمة العادلة  -
 500 صافي المبالغ المحولة إلى قائمة الدخل  -

 31,697 للسنة  لمجموع الدخل الشام 
  

 (7,982) صافي الدخل الشامل العائد إلى عمليات التأمين 
 23,715 العائد إلى المساهمين  للسنة  الدخل الشامل صافي 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 تشكل الإيضاحات المرفقة جزءاً لا يتجزأ من هذه المعلومات المالية التصورية.
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 شركة ولاء للتأمين التعاوني 
 مساهمة سعودية( )شركة 

 إيضاحات حول المعلومات المالية التصورية 
  2020ديسمبر  31للسنة المنتهية في 

 معلومات عن الشركات  .1
 شركة ولاء للتأمين التعاوني 

هـ  1428جمادى الآخر    19شركة ولاء للتأمين التعاوني )"الشركة" أو "ولاء " أو "المستحوذ"( هي شركة مساهمة سعودية مسجلة في  
، الظهران،  4513ان عنوان الشركة المسجل هو ص. ب  .  2051034982م( بموجب السجل التجاري رقم  2007يوليو    4)الموافق  

 سعودية.الخبر الجنوبية، المملكة العربية ال
يتمثل نشاط الشركة الرئيسي في القيام بمزاولة أعمال التأمين التعاوني وكل ما يتعلق بهذه الأعمال بما في ذلك إعادة التأمين وأنشطة  

دسي  للشركة في التأمين الطبي وتأمين المركبات والتأمين البحري وتأمين الحريق والتأمين الهن   الوكالات. تتمثل قطاعات الأعمال الرئيسية
 وتأمين الطاقة وتأمين الطيران والتأمينات العامة الأخرى. 

  11.8مليون ريال سعودي وذلك من خلل إصدار    646.4مليون ريال سعودي الى    528رأس مال الشركة من    تم زيادةخلل العام  
 .العربي الوطني للتأمين التعاونيشركة متليف والمجموعة الأمريكية الدولية والبنك على  حواذ ت مليون سهم جديد للس

 

 ركة ساب تكافل ش
"( هي شركة مساهمة سعودية مسجلة في المملكة العربية السعودية بموجب السجل التجاري  اعليه  شركة ساب تكافل )"ساب" أو "المستحوذ

  مالي السعودي "تداول". ساب مسجلة بالسوق ال (. 2007يونيو    6هـ )الموافق    1428  ىولجمادى الا   20بتاريخ    1010234032رقم  
 ، المملكة العربية السعودية.  11413، الرياض  9086عنوان المكتب المسجل لساب هو ص.ب 

. تشمل خطوط أعمالها الرئيسية الأسرة الفردية  العلقةالأنشطة ذات    كافةعمليات التكافل و مزاولة  تتمثل الأنشطة الرئيسية لساب في  
. يعمل ساب فقط في المملكة  ةعامال تكافل  وخدمات المجموعة(  -الأفراد( ، المجموعة العائلية )الحماية والادخار  -)الحماية والادخار 
 العربية السعودية. 

ريالات سعودية لكل    10مليون سهم بقيمة   34يتكون من    2020ديسمبر   31مليون ريال سعودي كما في   340  سابيبلغ رأس مال  
 سهم. 

 

 ساب  الاندماج المحتمل بين ولاء و 
لتقييم الاندماج المحتمل  تفاهم"(  الملزمة )"مذكرة  ( ، وقعت ولاء وساب مذكرة تفاهم غير  2021يوليو    14هـ ) 1442ذو الحجة    4في  
 . أسهم عملية مبادلة ضمنت ت  الشركتينبين 

توقيع مذكرة  تاريخ  تنتهي مذكرة التفاهم بتوقيع اتفاقية الاندماج أو عند انقضاء فترة الحصرية المحددة في مذكرة التفاهم التي تبدأ من  
في  كما    2022فبراير    24حتى  لاحقاً  تم تمديده    حيث،    سبقمذكرة التفاهم أيهما أ   وقيعيوماً على تاريخ ت   180انقضاء  وحتى  التفاهم  

. للأطراف الحق في إنهاء مذكرة التفاهم قبل فترة الحصرية بناءً على اتفاق متبادل  2022يناير    9  بتاريخمذكرة التفاهم    المذكرة الإلحاقية
  2022فبراير    24في   اتفاقية اندماج ملزمة )"اتفاقية الاندماج"( مع ساب  ولاء عن توقيع   ت ، أعلن   2022فبراير    27في    بين الطرفين.

عادي لمساهمي  سهم    20,418,619تبادل أسهم، حيث ستصدر ولاء    عمليةوالتي اتفقت بموجبها الشركتان على الاندماج من خلل  
 . ساب المؤهلين

 

 أساس إعداد وعرض المعلومات المالية التصورية  .2
وقائمة الدخل الشامل    دخل ثيرات على قائمة المركز المالي وقائمة الأيضاحات المرفقة الت لإتوضح هذه المعلومات المالية التصورية وا

في حين،    .2020يناير    1كما لو كانت قد حدثت في    ولاءمن قبل    ("ندماجلا"ا )  سابالمحتملة على    الاندماجخر الناتجة عن عملية  لآا
، وهو تاريخ توقيع  2022فبراير    24بتاريخ  ولغايات احتساب قيمة العوض مقابل الاستحواذ، على اساس سعر الإغلق لسهم ولاء  

 اتفاقية الاندماج. 
)يشار إليهما معًا باسم    2020  ديسمبر   31كما في    ساب و   ولاءتستند المعلومات المالية التصورية إلى القوائم المالية التاريخية المراجعة ل

 .الاندماجكما تم تعديلها لعكس أثر  ( "مندمجكيان "
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 للتأمين التعاوني شركة ولاء  
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 )تتمة(  أساس إعداد وعرض المعلومات المالية التصورية  .2
أسهم    مبادلةعملية  ريال سعودي من قبل ولاء لمساهمي ساب، في    10سهم بقيمة    20،418،619عن طريق إصدار    لاندماجيتم ا

 (.3)إيضاح  سهم في ساب لكل سهم في ولاء  0.60054761764706 معدلب 
ريالات سعودية   10مليون سهم بقيمة   85مليون ريال سعودي يتكون من  850.56بعد الاندماج ، سيكون رأس مال الشركة المندمجة 

 لكل سهم. 
يستند عرض المعلومات المالية التصورية للكيان المندمج على افتراضات تصورية معينة وتم إعدادها لأغراض التوضيح فقط، وبسبب  
 طبيعتها، فإن قائمة المركز المالي التصورية وقائمة الدخل التصورية تعالجان حالة افتراضية ولذلك، لا تمثلن ولا تعطيان صورة حقيقية 

ز المالي والأداء المالي عند إتمام صفقة الاندماج. علوة على ذلك، فإن المعلومات المالية التصورية لا تكون ذات معنى إلا  للمرك
في   المنتهية  المالية  للسنة  لشركة ولاء وساب  التاريخية  المالية  القوائم  مع  المالية  2020ديسمبر    31بالاقتران  المعلومات  تأخذ  . لا 

 بار التأثير الإيجابي للتعاضد المتوقع نتيجة عملية الاندماج أو التكاليف المتكبدة لتحقيق الاندماج. التصورية في الاعت 
تم إعداد المعلومات المالية التصورية وعرضها على أساس السياسات المحاسبية لشركة ولاء كما هو موضح في قوائمها المالية المراجعة  

السياسات المحاسبية المستخدمة من قبل شركة ولاء كما هو موضح في قوائمها المالية  . إن  2020ديسمبر    31للسنة المنتهية في  
 لا تختلف بشكل جوهري عن تلك المستخدمة من قبل ساب.  2020ديسمبر   31المراجعة للسنة المنتهية في 

 : سابو تم إجراء تعديلت العرض التالية لضمان اتساق العرض لقائمة المركز المالي ما بين شركة ولاء  
٪ من رأس المال، فإن الهيكل الجديد سيؤدي إلى تغير في الوديعة  10حيث أن شركة ولاء ملزمة بالاحتفاظ بوديعة نظامية لا تقل عن  (أ

ة  شركالنظامية. وعليه، تم احتساب الوديعة النظامية الجديدة بناء على رأس المال الناتج بعد الاندماج بما يتوافق مع المتطلبات النظامية ل 
 . مليون ريـال سعودي كتعديل تصوري بتحويل المبلغ إلى النقد وما في حكمه بعد اتمام صفقة الاندماج 13,58ولاء. تم احتساب مبلغ 

 . متوافقةالمندمجة بطريقة   ةشركلتتوافق مع عرض ال شركاتتم إجراء بعض عمليات إعادة التصنيف لحسابات ال  ( ب
مليون ريال    4,646مليون ريال سعودي إلى    528رأس مال شركة ولاء من    تم زيادة ،  2020  سنةخلل    1في الإيضاح    ورد كما   ( ج

شركة متليف والمجموعة الأمريكية الدولية والبنك العربي الوطني  مليون سهم جديد للستحواذ على    11,8سعودي من خلل إصدار  
مليون سهم. لغرض تجميع    62.699  بلغ  2020ديسمبر    31كما في    ة لعدد الأسهم القائم  مما نتج عنه متوسط مرجح   للتأمين التعاوني

سهم كما    20,418,619 يتم احتساب عدد الأسهم التي ستصدرها شركة ولاء لمساهمي ساب والبالغةسية ،  تصوير المالية ال  القوائمهذه  
  : كما يلي ولاءفي  القائمة  لمتوسط المرجح لعدد أسهما وقد تم احتساب . 2020يناير  1لو كانت قد صدرت في 

 )بآلاف الريالات السعودية( 
 62,699 مع ساب   الإندماجالمتوسط المرجح لعدد الأسهم القائمة في ولاء قبل 

 20,419 أ( -3عدد الأسهم التي ستصدرها ولاء )إيضاح 
 83,118 مع ساب   الإندماج بعدالمتوسط المرجح لعدد الأسهم القائمة في ولاء  
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 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 تعديلات تصورية  .3
 تعتمد التعديلت التصورية على تقديرات أولية وافتراضات قابلة للتغيير. 
 فيما يلي التعديلت التصورية المضمنة في المعلومات المالية التصورية: 

 لتسجيل إصدار أسهم شركة ولاء للتأمين إلى مساهمي شركة ساب:  (أ
على أساس معامل مبادلة الأسهم بمعدل    الإندماجوالصادرة مقابل    لأغراض المعلومات المالية التصورية، تم احتساب عدد الأسهم الجديدة

 سهم في ساب لكل سهم في ولاء كما هو موضح أدناه:  0.60054761764706
 34,000,000 ساب العدد القائم لأسهم 

    0.60054761764706 ( د 3 معامل المبادلة )إيضاح
 20,418,619 عدد الأسهم التي ستصدر في ولاء 

  
 بالريالات السعودية(  (

 ريال سعودي للسهم(  10القيمة الأسمية للأسهم المصدرة من قبل ولاء لمساهمي ساب )
204,186,190 

   646,397,060 رأس المال القائم لولاء  
 850,583,250 مجموع رأس المال ولاء بعد الاندماج 

 

 لتسجيل علوة إصدار لأسهم ولاء عند الاندماج:  ( ب
يتم احتساب عوض الشراء على اساس سعر اغلق ولاء في اليوم السابق للتوقيع على الاتفاقية شراء السهم، أي سعر الاغلق في  

. يعتمد مقابل الشراء على  )تداول(  السوق المالية السعوديةريال سعودي لكل سهم في    17حيث كان سعر الاغلق    2022فبراير    24
  السعر الإرشادي للسهم. 

 لريالات السعودية( با  (
 347,116,523 ريـال سعودي للسهم(  17سهم بقيمة   20,418,619إجمالي العوض )

   ( 204,186,190) ساب مساهمي القيمة الأسمية للأسهم المصدرة من ولاء إلى : يطرح
 142,930,333 صدار الإ علاوة 

 

 : 2020ديسمبر   31أصول ساب كما في لتسجيل الشهرة التي تمثل الزيادة في مجموع العوض على صافي  ( ج
  

 بالريالات السعودية(  (
 289,603,333 ( 1)ج 2020ديسمبر   31صافي أصول ساب كما في 

   347,116,523 ( 2يطرح: إجمالي العوض المدفوع مقابل حقوق مساهمي ساب )ج
 57,513,190 ( 1ج-2الشهرة )ج

 

  الاندماج:  لاتفاقيةلتسجيل معامل المبادلة وفقاً   ( د
 ساب   ولاء 

الملكية    مجموع في  العائدة  حقوق  كما  )بآلاف    2021سبتمبر    30للمساهمين 
 300,106  869,538 ( ةغير مدقق - ةالسعودي  تالريالا

 (22,711)  8,618 التعديلت المتفق عليها
غير   -   ةالسعودي   ت)بآلاف الريالامساهمين  لل العائدة  حقوق الملكية المعدلة    مجموع

 277,395  878,156 ( 1د)  (ةمدقق
 34,000,000  64,639,706 ( 2دعدد الأسهم القائمة )سهم( ) 

 8,16  13,59 د( 2د / 1القيمة الدفترية المعدلة لكل سهم )ريال سعودي( )
 0.60054761764706   (3د سهم عادي في ساب( )  لكلمعدل المبادلة )عدد الحصة العادية في ولاء 



402

 

- 11 - 

 
 شركة ولاء للتأمين التعاوني 

 )شركة مساهمة سعودية( 
 إيضاحات حول المعلومات المالية التصورية )تتمة( 

  2020ديسمبر  31للسنة المنتهية في 
 

 . تعديلات تصورية )تتمة( 3
 قائمة المركز المالي التصورية )غير مراجعة( ( هـ

          
          

  إيضاح  

 ولاء 
 )المستحوذ( 
  (مراجعة)

 ساب 
)المستحوذ  

 عليه( 
   (مراجعة)

  تعديلات
  تصورية 

 التصورية 
 ( غير مراجعة )

 )بآلاف الريالات السعودية(    
          الموجودات 

 769,094  13,582  68,215  687,297  أ 2 النقد وما في حكمه 
 337,619  -  120,345  217,274   ودائع قصيرة الاجل 

 378,280  -  45,260  333,020   بالصافي –أقساط تأمين وذمم معيدي التأمين مدينة  
 389,017  -  25,527  363,490   حصة معيدي التأمين من الأقساط غير المكتسبة 

 209,648  -  46,757  162,891   حصة معيدي التأمين من المطالبات تحت التسوية 
المطالبات المتكبدة غير حصة معيدي التأمين من 

 84,937  -  27,237  57,700   المبلغ عنها 
 138,959  -  -  138,959   حصة معيدي التأمين من الاحتياطيات الحسابية

 29,302  -  3,947  25,355   تكاليف اكتتاب وثائق تأمين مؤجلة 
 1,075,750  -  559,960  515,790   الاستثمارات  
 117,728  -  31,656  86,072   عمليات التأمينمستحق من 

 94,005  -  3,762  90,243   مصاريف مدفوعة مقدماً وموجودات أخرى 
 50,000  -  -  50,000   ودائع طويلة الاجل

 81,928  57,513  -  24,415  ج  3 الشهرة 
 14,248  -  8  14,240   ممتلكات ومعدات، بالصافي

 36,749  -  2,029  34,720   ملموسةموجودات غير 
 85,058  (13,582)  34,000  64,640  د  2 وديعة نظامية

 14,726  -  4,612  10,114   إيرادات وديعة نظامية مستحقة 
 3,882  -  -  3,882   إيرادات عمولة مستحقة 

 3,910,930  57,513  973,315  2,880,102   مجموع الموجودات 
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 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 . تعديلات تصورية )تتمة( 3
 )تتمة(  ( قائمة المركز المالي التصورية )غير مراجعة(هـ

      ساب      

   
 ولاء 

مستحوذ( )ال   
)المستحوذ  

 التصورية   تعديلات   عليه( 
 (غير مراجعة )  تصورية   (مراجعة)  (مراجعة)  إيضاح  
 )بآلاف الريالات السعودية(    

        
  

          مطلوبات
 34,794  -  -  34,794    مطالبات مستحقة الدفع لحملة وثائق التأمين 

 201,625  -  49,435  152,190   مصاريف مستحقة ومطلوبات أخرى 
مستحقة الدفع أرصدة معيدي التأمين     232,814  25,014  -  257,828 

غير مكتسبة تأمين أقساط     789,964  34,283  -  824,247 
 25,194  -  4,722  20,472   عمولات معيدي التأمين غير مكتسبة 

 290,126  -  56,628  233,498   مطالبات تحت التسوية 
 207,360  -  36,383  170,977   المطالبات المتكبدة غير مبلغ عنها  

ة الحسابي  اتحتياطي إجمالي الإ     138,959  -  -  138,959 
إلى عمليات المساهمين ستحق م    86,072  31,656  -  117,728 

 28,040  -  6,316  21,724   تعويض نهاية الخدمة 
 33,855  -  4,991  28,864   الزكاة وضريبة الدخل 

لى ساما إمستحقة  ة إيرادات عمولعائد     10,114  4,612  -  14,726 
 16,367  -  6,593  9,774   فائض متراكم مستحق الدفع 

سارية المخاطر الاحتياطي     -  8,836  -  8,836 
 7,607  -  7,607  -     احتياطي لبنود غير مرتبطة بوحدات

أنشطة تكافل  احتياطي    -  406,636  -  406,636 
 26,010  -  -  26,010   احتياطي اقساط تأمين اضافية 

ات فنية أخرى احتياطي     8,642  -  -  8,642 
 2,648,580  -  683,712  1,964,868   مجموع المطلوبات 

          

          حقوق الملكية 
أ 3 رأس المال    646,397  340,000  (135,814)  850,583 

ب  3 علوة إصدار    103,277  -  142,930  246,207 
 63,327  (14,788)  14,788  63,327   احتياطي نظامي 

 81,304  64,566  (64,566)  81,304   أرباح مبقاة 
  ة متاحال اتالاستثمار احتياطي القيمة العادلة على 

 (599)  599  21,989   للبيع
 

21,989 
عمليات  لمحددة  ال منافع الاحتياطي إعادة قياس 

 1,218  (1,218)  (1,060)   التأمين 
 

(1,060) 
 1,262,350  57,513  289,603  915,234   مجموع حقوق الملكية 

          

 3,910,930  57,513  973,315  2,880,102   مجموع المطلوبات وحقوق الملكية 
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 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 
 . تعديلات تصورية )تتمة( 3
 )غير مراجعة(  التصوريةالدخل قائمة (  ح

      ساب    ولاء    
 التصورية   تعديلات   )المستحوذ عليه(   )المستحوذ(    

 (غير مراجعة )  تصورية   (مراجعة)  (مراجعة)  إيضاح  
 )بآلاف الريالات السعودية(    

          الإيرادات 
 1,674,384   -  201,681  1,472,703   إجمالي أقساط التأمين المكتتبة

          أقساط إعادة تأمين المسندة 
 (25,799)  -  (13,933)  (11,866)   ة محلي  -
 (673,732)  -  (76,578)  (597,154)   ةأجنبي  -

 16,796  -  16,796  -   تكاليف حاملي خطط التكافل 
   (609,020)  (73,715)  -  (682,735) 

 (14,722)    -  (975)  (13,747)   مصاريف فائض الخسارة  
 976,927  -  126,991  849,936   صافي أقساط التأمين المكتتبة 

 (128,434)    (18,580)  (109,854)   التغيرات في الأقساط غير المكتسبة 
التغيرات في حصة معيدي التأمين من أقساط  

 71,112  -  14,582  56,530   غير مكتسبة 
 919,605  -  122,993  796,612   صافي أقساط التأمين المكتسبة 

 46,399    5,352  41,047   عمولات إعادة تأمين
 13,408  -  2,190  11,218   إيرادات اكتتاب أخرى 

 979,412  -  130,535  848,877   الإيرادات  إجمالي 
          

          تكاليف ومصاريف الإكتتاب  
 638,512  -  46,075  592,437   إجمالي المطالبات المدفوعة 

 83,647  -  67,140  16,507   الوثائق واستحقاقات تصفيات
 34,580  -  978  33,602   بالمطالباتمتعلقة مصاريف متكبدة  

 (104,190)  -  (38,010)  (66,180)   مطالبات المدفوعة   من حصة معيدي التأمين
 652,549  -  76,183  576,366   المدفوعة والمنافع الأخرى صافي المطالبات 

 94,889  -  22,236  72,653   التغيرات في مطالبات تحت التسوية 
التغيرات في حصة معيدي التأمين من 

 (56,104)  -  (8,298)  (47,806)   مطالبات تحت التسوية 
 (39,059)  -  8,748  (47,807)   التغيرات في مطالبات متكبدة غير مبلغ عنها  

من  التأمين  إعادةالتغيرات في حصة مطالبات 
 (14,300)  -  (18,312)  4,012   غير مبلغ عنها  مطالبات متكبدة 
 637,975  -  80,557  557,418   المتكبدة والمنافع الأخرى  صافي المطالبات 
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 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 
 . تعديلات تصورية )تتمة( 3
 )تتمة(  التصورية )غير مراجعة( التصوريةالدخل قائمة (  ح

      ساب    ولاء    
 التصورية   تعديلات   )المستحوذ عليه(   )المستحوذ(    

 (غير مراجعة )  تصورية   (مراجعة)  (مراجعة)  إيضاح  
 )بآلاف الريالات السعودية(    

          )تتمة(  تكاليف ومصاريف الإكتتاب
 21,040  -  -  21,040   تأمين إضافية   أقساط اتاحتياطي 

 (22,467)  -  -  (22,467)   احتياطيات فنية أخرى 
 63,092  -  14,863  48,229   تكاليف اكتتاب وثائق تأمين

 16,378  -  16,378  -   احتياطي انشطة تكافل  التغيرات في
 1,137  -  1,137  -   تغيرات في احتياطي لبنود غير مرتبطة بوحدات 

 2,947  -  2,947  -   تغيرات في احتياطي المخاطر السارية
 32,365  -  -  32,365   مصاريف اكتتاب أخرى 

 752,467  -  115,882  636,585   الإكتتاب  مجموع تكاليف ومصاريف
 226,945  -  14,653  212,292   صافي دخل الاكتتاب 

          

            أخرى تشغيلية إيرادات   /  )فمصاري (
مشكوك في   ( / عكس ذمم مدينةمخصص)

 (9,021)  -  (866)  (8,155)   تحصيلها
 (190,718)  -  (48,869)  (141,849)   مصاريف عمومية وإدارية 

عمولة من الإستثمارات   ايرادات    -  1,425  -  1,425 
 12,535  -  2,911  9,624   ايرادات من الودائع 

 9,303  -  3,983  5,320   ايرادات من الصكوك 
محققة من استثمارات  توزيعات أرباح      3,019  225  -  3,244 
 (173,232)  -  (41,191)  (132,041)   الأخرى  ات التشغيليةف و مجموع المصر 

          
الزكاة وضريبة الدخل   صافي الدخل للسنة قبل

 53,713   -  (26,538)  80,251   الفائض  اسنادو 
          

 (25,144)  -  (4,764)  (20,380)   الزكاة
 (1,122)  -  -  (1,122)   ضريبة الدخل 

 27,447  -  (31,302)  58,749   اجمالي الدخل للسنة 
          

عائد إلى عمليات التأمين ال الفائض صافي    (7,626)  -  -  (7,626) 
 19,821  -  (31,302)  51,123   صافي الدخل العائد إلى المساهمين 

          
          

          ربحية السهم 
          

ج  2 ربحية السهم الأساسي والمخفض    0.82  (0.92)    0.24 
          

( بالآلاف)  العاديةالمتوسط المرجح لعدد الأسهم     62,699  34,000    83,118 



406

 

- 15 - 

 شركة ولاء للتأمين التعاوني 
 )شركة مساهمة سعودية( 

 إيضاحات حول المعلومات المالية التصورية )تتمة( 
  2020ديسمبر  31للسنة المنتهية في 

 . تعديلات تصورية )تتمة( 3
 التصورية )غير مراجعة(  الدخل الشامل ( قائمة ح

      ساب    ولاء    
 التصورية   تعديلات   )المستحوذ عليه(   )المستحوذ(    

 (غير مراجعة )  تصورية   (مراجعة)  (مراجعة)  إيضاح  
 )بآلاف الريالات السعودية(    
    

 27,447  -  (31,302)  58,749   صافي الدخل للسنة 
          

          الدخل الشامل الآخر 
قائمة  البنود التي لن يُعاد تصنيفها إلى  

          الدخل في السنوات اللاحقة 
 (39)  -  (395)  356   لإلتزام المنافع المحددة الاكتوارية  الخسائر

يُعاد تصنيفها إلى  تم/ قد البنود التي قد 
          قائمة الدخل في السنوات اللاحقة 

          استثمارات المتاحة للبيع 
 3,789  -  (50)  3,839   صافي التغير في القيمة العادلة  -
 500  -  -  500   صافي المبالغ المحولة إلى قائمة الدخل  -

 31,697  -  (31,747)  63,444   للسنة  لمجموع الدخل الشام 
          

صافي الدخل الشامل العائد إلى عمليات  
 (7,982)  -  -  (7,982)   التأمين 

العائد إلى  للسنة  صافي الدخل الشامل 
 23,715  -  (31,747)  55,462   المساهمين 
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11.3 Annex 3: Opinion provided by the financial advisor
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11.4 Annex 4: SABB Takaful’s bylaws and its articles of association, 
including all amendments.

 اسم الشركة
   شركة ساب للتكافل 

 وزارة التجارة  النظام الاساسي
 )إدارة حوكمة الشركات( 

 سسججلل  تجتجاارريي  
  

1010234032 

هه ــ 2144//01//19االلتتااررييخخ     
مم   2020//09//07 االملمووااففقق  

 فيصل العلياني  

  29 من 1 صفحة ررققمم  االلصصففححةة  

 م2020-06-29*تم اصدار نسخة النظام بناء على قرار الجمعية العامة غير العادية بتاريخ تم الشهر * *

 

 

 PART I الباب الأول 
  INCORPORATION تأسيس الشركة 

  
 Article (1) - Incorporation المادة الأولى: التأسيس: 

  
ا مراقبسسسسك تسسسسركان التسسسس مي  لأحكسسسساا ن سسسسا وفقسسسسا  تؤسسسسس  
، ون سسسساا التسسسسركان، ون سسسساا السسسسسو  الماليسسسسك التعسسسساوني
، والن سسسسسساا الأساسسسسسسسي للتسسسسسسركك، التنفيذيسسسسسسكولوائحسسسسسس  
تسسسسركك مسسسسسايمك سسسسسعوييك بسسسسي  مسسسسالكي الأسسسسس ا وتكسسسسو  

 المبينك أحكام ا أيناه.

The Company shall be established in accordance with 
the Cooperative Insurance Companies Control Act, the 
Companies Regulations, the Capital Market Law and 
its implementing regulations and SABB’s TAKAFUL 
By-Laws as a Saudi joint stock company between the 
shareholders pursuant to the provisions set forth 
hereunder. 

  
  Article (2) – Name of the Company المادة الثانية: اسم الشركة: 

  
 تسسسسركك سسسسسال للتكافسسسسل. ويسسسسي تسسسسركك مسسسسسايمك سسسسسعوييك

 )ويتار ل ا فيما بعي بالتركك(.
"SABB TAKAFUL COMPANY, a Saudi Joint Stock 
Company" (hereinafter referred to as the “Company”). 

  
  Article (3) – Objectives of the Company المادة الثالثة: أغراض الشركة: 

  
فسسسسي فسسسسرن التسسسس مي  مزاولسسسسك أ مسسسسال التسسسس مي  التعسسسساوني 
 تباتسسسسر وللتسسسسركك أ العسسسساا وتسسسس مي  الحمايسسسسك وا ي سسسسار 

جميسسسسسم الأ مسسسسسال التسسسسسي يلسسسسسزا القيسسسسساا ب سسسسسا لتحقيسسسسس  
ن سسسسساا ل أغراضسسسسس ا وتمسسسسسار  التسسسسسركك أنتسسسسس ت ا وفقسسسسسا  

مراقبسسسسك تسسسسركان التسسسس مي  التعسسسساوني و ئحتسسسس  التنفيذيسسسسك 
والأحكسسسسسسساا الصسسسسسسسايرا مسسسسسسس  المؤسسسسسسسسسك والأن مسسسسسسسك 

فسسسسسي المملكسسسسسك العربيسسسسسك السسسسسسعوييك والقوا سسسسسي السسسسسساريك 
وبعسسسسسسي الحصسسسسسسول  لسسسسسسم التسسسسسسرا ي  ال زمسسسسسسك مسسسسسس  

 الم تصك إ  وجين. الج ان

Transact cooperative insurance operations in General 
Insurance, Saving and Protection Insurance products 
and the company has to transact all related activitie to 
achive these purpose in accordance with the provisions 
of the Cooperative Insurance Companies Control Act 
and its implementing regulations as well as SAMA’s 
provisions and other applicable laws and regulations in 
the Kingdom of Saudi Arabia, provided that all the 
required licenses (if any) have been obtained from the 
concerned authorities. 

  
 Article (4) – Participation & Acquisition المادة الرابعة: المشاركة والتملك في الشركات: 

of Companies 
  

يجسسسسسسسوز للتسسسسسسسركك إنتسسسسسسسا  تسسسسسسسركان ذان مسسسسسسسسؤوليك 
كمسسسسا يجسسسسوز  مسسسسسايمك مسسسس  تسسسس   واحسسسسي محسسسسيويا، أو

ل سسسسسا أ  تمتلسسسسسل الأسسسسسس ا والحصسسسسس  فسسسسسي تسسسسسركان 
أ سسسرا قائمسسسك أو تنسسسيمه مع سسسا ول سسسا حسسس  ا تسسسترال مسسسم 
الغيسسسسسسر فسسسسسسي ت سسسسسسسي  التسسسسسسركان المسسسسسسسايمك أو ذان 

 لسسسسسسم أ  تكسسسسسسو  التسسسسسسركان –المسسسسسسسؤوليك المحسسسسسسيويا 
التسسسي تأنتسسس يا التسسسركك أو تتسسسترل في سسسا أو تنسسسيمه مع سسسا 

The Company shall establish companies with limited 
liability or sole individual. The company may also 
acquire shares or stocks in, merge with or participate 
with others to establish joint stock companies or 
companies with limited liability that  perform activities 
similar to those it undertakes or which may help it to 
realize its objectives to carry out all the activities stated 
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 اسم الشركة
   شركة ساب للتكافل 

 وزارة التجارة  النظام الاساسي
 )إدارة حوكمة الشركات( 

 سسججلل  تجتجاارريي  
  

1010234032 

هه ــ 2144//01//19االلتتااررييخخ     
مم   2020//09//07 االملمووااففقق  

 فيصل العلياني  

  29 من 2 صفحة ررققمم  االلصصففححةة  

 م2020-06-29*تم اصدار نسخة النظام بناء على قرار الجمعية العامة غير العادية بتاريخ تم الشهر * *

ل الماليسسسسك أو تسسسسزاول أ مسسسسا   تسسسسبي ك ب  مال سسسسا أو الأ مسسسسا
وذلسسسسسل بعسسسسسي  -التسسسسسي تعاون سسسسسا  لسسسسسم تحقيسسسسس  غرضسسسسس ا

اسسسسستيفا  مسسسسا تت لبسسسس  الأن مسسسسك والتعليمسسسسان المتبعسسسسك فسسسسي 
يسسسسذا التسسسس  ، وبعسسسسي الحصسسسسول  لسسسسم موافقسسسسك مؤسسسسسسك 

 النقي العربي السعويي.
 

under this Article upon meeting all the requirements of 
the applicable regulations and instructions, and 
obtaining all the required approvals from the Saudi 
Arabian Monetary Agency ("SAMA"). 

 Article (5) – Head Office لشركة: المادة الخامسة: المركز الرئيس ل
  

المركسسسسسز السسسسسرئي  للتسسسسسركك فسسسسسي ميينسسسسسك مقسسسسسر يكسسسسسو  
الريسسسسساا فسسسسسي المملكسسسسسك العربيسسسسسك السسسسسسعوييك، ويجسسسسسوز 
بقسسسرار مسسس  الجمعيسسسك العامسسسك غيسسسر العاييسسسك نقسسسل المركسسسز 
السسسسرئي  إلسسسسم أي ميينسسسسك أ سسسسرا فسسسسي المملكسسسسك العربيسسسسك 

السسسسسعويي السسسسسعوييك بموافقسسسسك مؤسسسسسسك النقسسسسي العربسسسسي 
وللتسسسسسسسركك أ  تنتسسسسسسسو ل سسسسسسسا فرو سسسسسسسا  أو مكاتسسسسسسسل أو 
تسسسسسسسوكي ن يا سسسسسسسل المملكسسسسسسسك العربيسسسسسسسك السسسسسسسسعوييك أو 
 ارج سسسسسسا بعسسسسسسي موافقسسسسسسك مؤسسسسسسسسك النقسسسسسسي العربسسسسسسي 

 السعويي.

The Company’s head office shall be in the city of 
Riyadh, KSA. The head office may, with the approval 
of Extra Ordinary Gneral Assembly Meeting resolution 
to transfer to any other city in the Kingdom of Saudi 
Arabia after getting SAMA approval. The Company 
may establish branches, offices or agencies for the 
Company within or outside the Kingdom of Saudi 
Arabia after obtaining the approval of SAMA. 

  
 Article (6) – Duration of the Company المادة السادسة: مدة الشركة: 

  
( تسسسسسم وتسسسسسعو  سسسسسنك مي ييسسسسك تبسسسسيأ 99مسسسسيا التسسسسركك )

مسسس  تسسساريا قيسسسييا فسسسي السسسسجل التجسسساري، وتجسسسوز إ السسسك 
الجمعيسسسسك العامسسسسك غيسسسسر  تصسسسسيرهمسسسسيا التسسسسركك بقسسسسرار 

 العاييك قبل انت ا  يذه الميا بسنك  لم الأقل.

The duration of the Company shall be ninety-nine (99) 
Gregorian years commencing on the date of its entry 
into the Commercial Register. The duration of the 
Company may be extended by resolution of the 
Extraordinary General Assembly taken at least one 
year prior to the expiration of the this term. 

  

 PART II الباب الثاني 
 القواعد

 التي تلتزم بها الشركة  
 في مباشرتها للأعمال  
 والاغراض المحددة لها 

PRINCIPLES TO BE FOLLOWED 
BY THE COMPANY IN ITS 
OPERATIONS AND THE 

ATTAINMENT OF ITS 
OBJECTIVES 

  
 Article (7) –Investments of the المادة السابعة: استثمارات الشركة: 

Company 
  

تسسسست مر التسسسركك مسسسا يتجمسسسم لسسسيي ا مسسس  أمسسسوال المسسسؤم  
ل سسسسا والمسسسسسايمي  فسسسسي التسسسسركك وفقسسسسا  للقوا سسسسي التسسسسي 
يضسسسسع ا مجلسسسس  اميارا وبمسسسسا   يتعسسسسارا مسسسسم ن سسسساا 
مراقبسسسسك تسسسسركان التسسسس مي  التعسسسساوني و ئحتسسسس  التنفيذيسسسسك 

الصسسسسسايرا  سسسسس  مؤسسسسسسسك النقسسسسسي والأحكسسسسساا واللسسسسسوائ  
 قك.العربي السعويي أو أي ج ك أ را ذان   

the Company shall invest the funds collected from the 
Policyholders and the Shareholders in accordance with 
the rules set by the Board of Directors without prejudice 
to the Cooperative Insurance Companies Control Act 
and its implementing regulations and all relevant rules 
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 اسم الشركة
   شركة ساب للتكافل 

 وزارة التجارة  النظام الاساسي
 )إدارة حوكمة الشركات( 

 سسججلل  تجتجاارريي  
  

1010234032 

هه ــ 2144//01//19االلتتااررييخخ     
مم   2020//09//07 االملمووااففقق  

 فيصل العلياني  

  29 من 3 صفحة ررققمم  االلصصففححةة  

 م2020-06-29*تم اصدار نسخة النظام بناء على قرار الجمعية العامة غير العادية بتاريخ تم الشهر * *

and instructions issued by SAMA or any other 
concerned authority.  

  

 PART III الباب الثالث 
 Capital & Shares رأس المال والاسهم: 

  
 Article (8) – Capital of the Company المادة الثامنة: رأس المال: 

  
   مائسسسسسك وأربعسسسسسو  ( 340رأ  مسسسسسال التسسسسسركك يسسسسسو )

( أربعسسسسسسسك 34مليسسسسسسو  ي سسسسسسسعويي، مقسسسسسسسا إلسسسسسسم )
و   سسسسو  مليسسسسو  سسسسس ا متسسسسساويك القيمسسسسك بقيمسسسسك اسسسسسميك 

(  تسسسسسسسرا ريسسسسسسسا ن سسسسسسسسعوييك للسسسسسسسس ا الواحسسسسسسسي 10)
 وجميع ا أس ا  اييك نقييك.

The share capital of the Company shall be three 
hundred and forty million Saudi Riyals (SR 
340,000,000) divided into thirty four million 
(34,000,000) equal registered shares with nominal 
value of ten Saudi Riyals (SR10) each and it is a normal 
shares. 

  
 Article (9) – Subscription of the Capital المادة التاسعة: الاكتتاب في الأسهم: 

  
المسسسسسايمو  بكامسسسسل رأ  مسسسسال التسسسسركك، وتسسسسا اكتتسسسسل 

 يفم القيمك كاملك.
The Shareholders have subscribed in the Company's 
share capital in full, and the subscription amount has 
been fully paid. 

  
 

 

 Article (10) – Shares Register المادة العاشرة: سجل المساهمين: 
  

التسسسركك وفقسسسا  لأحكسسساا ن سسساا السسسسو  الماليسسسك  أسسسس اتتسسسياول 
 ولوائح  التنفيذيك.

Trading in the Company's shares shall be in 
accordance with the Capital Market Law and its 
implementing regulations. 

  
 Article (11) – Issue of Shares المادة الحادية عشرة: إصدار الاسهم: 

  
تكسسسسو  أسسسسس ا التسسسسركك اسسسسسميك و  يجسسسسوز أ  تصسسسسير ب قسسسسل 
مسسس  قيمت سسسا ا سسسسميك وإنمسسسا يجسسسوز أ  تصسسسير بسسس  لم مسسس  
يسسسسذه القيمسسسسك، وفسسسسي يسسسسذه الحالسسسسك الأ يسسسسرا يضسسسسا  فسسسسر  
القيمسسسسك فسسسسي بنسسسسي مسسسسستقل ضسسسسم  حقسسسسو  المسسسسسايمي . و  
يجسسسسسوز توزيع سسسسسا ك ربسسسسسا،  لسسسسسم المسسسسسسايمي ، والسسسسسس ا 

فسسسسمذا ملسسسسل غيسسسسر قابسسسسل للتجزئسسسسك فسسسسي مواج سسسسك التسسسسركك، 
السسسسسس ا أتسسسسس ا  متعسسسسسييو  وجسسسسسل  لسسسسسي ا ا  ي تسسسسساروا 

المتعلقسسسك بسسس ،  الحقسسسو أحسسسييا لينسسسول  سسسن ا فسسسي اسسسستعمال 
ويكسسسسسو  يسسسسسؤ   الأتسسسسس ا  مسسسسسسؤولي  بالتضسسسسسام   سسسسس  

 ا لتزامان الناتئك م  ملكيك الس ا.

All the shares of the company are nominal and they 
may not be issued at less than their nominal value. 
However, the shares may be issued at a value higher 
than their nominal value, in which case the difference 
in value shall be added to the Shareholders' equity and 
may not be distributed as profits among the 
Shareholders. A share shall be indivisible vis-à-vis the 
Company. In the event that a share is owned by 
several persons, they shall select one person from 
amongst them to exercise, on their behalf, the rights 
pertaining to the share, and they shall be jointly 
responsible for the obligations arising from the 
ownership of the share. 
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 Article (12) – Transfer of Shares المادة الثانية عشرة: تداول الأسهم: 
  

 ب سسسسسا يكتتسسسسسل التسسسسسي الأسسسسسس ا تسسسسسياول يجسسسسسوز   -1
  سسسس  الماليسسسسك القسسسسوائا نتسسسسر بعسسسسي إ  المؤسسسسسسو 

( 12)  سسسس  من مسسسسا كسسسسل تقسسسسل   مسسسساليتي  سسسسسنتي 
 ،التسسسركك ت سسسسي  تسسساريا مسسس  تسسس را    تسسسر ا نسسسي

وبعسسسسسسي الحصسسسسسسول  لسسسسسسم موافقسسسسسسك المؤسسسسسسسسك. 
 يسسسسيل بمسسسسا الأسسسسس ا يسسسسذه صسسسسكول  لسسسسم ويؤتسسسسر
 والمسسسسيا التسسسسركك ت سسسسسي  وتسسسساريا نو  سسسسا  لسسسسم
 .تياول ا في ا  يمنم التي

 الأسسسس ا ملكيسسسك نقسسسل الح سسسر فتسسسرا  سسس ل يجسسسوز  -2
 المؤسسسسسي  أحسسسي مسسس  الحقسسسو  بيسسسم لأحكسسساا وفقسسسا  
 المؤسسسسسي  أحسسسي ور سسسك مسسس  أو آ سسسر مؤسسسس  إلسسسم
 التنفيسسسذ حالسسسك فسسسي أو الغيسسسر إلسسسم وفاتسسس  حالسسسك فسسسي

 المفلسسسسس ، أو المعسسسسسسر المؤسسسسسس  أمسسسسسوال  لسسسسسم
 الأسسسسس ا تلسسسسل امسسسست ل أولويسسسسك تكسسسسو  أ   لسسسسم

 . الآ ري  للمؤسسي 
 بسسس  يكتتسسسل مسسسا  لسسسم المسسسايا يسسسذه أحكسسساا تسسسسري -3

 قبسسسسل المسسسسال رأ  زيسسسسايا حالسسسسك فسسسسي المؤسسسسسسو 
 .الح ر ميا انقضا 

1- The shares subscribed for by the Founders shall not 
be transferable before publishing the financial 
statements for two full fiscal years, each consisting 
of twelve (12) months from the date of incorporation 
of the Company and after obtaining SAMA approval. 
A notation shall be made on the respective share 
certificates, indicating their class, the date of 
incorporation of the Company and the lock-up 
period.  

 
2- However, the title to the shares may still be 

transferred during the lock-up period in accordance 
with the legal provisions for the sale of rights from 
one Founder to another or from the heirs of a 
deceased Founder to a third party or in the case of 
execution on the insolvent or bankrupt Founder, 
provided that the other Founders shall have the right 
of first refusal.  

 
3- This Article provisions shall apply to shares 

subscribed for by the Founders in case of 
increasing the capital before the expiry of the lock-
up period. 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 Article (13) – Increase of Capital المادة الثالثة عشرة: زيادة رأس المال: 
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 زيسسسسايا تقسسسسرر أ  العاييسسسسك غيسسسسر العامسسسسك للجمعيسسسسك -1
موافقسسسسسسك المؤسسسسسسسسك  بعسسسسسسي التسسسسسسركك مسسسسسسال رأ 

 رأ  يكسسسسو  أ  وبتسسسسر  وييئسسسسك السسسسسو  الماليسسسسك،
و  يتسسسستر  أ  يكسسسسو   .كسسسسام    يفسسسسم قسسسسي المسسسسال

رأ  المسسسال قسسسي يفسسسم كسسسام   إذا كسسسا  الجسسسز  غيسسسر 
المسسسسسيفون مسسسسس  رأ  المسسسسسال يعسسسسسوي إلسسسسسم أسسسسسس ا 
صسسسسيرن مقابسسسسل تحويسسسسل أيوان ييسسسس  أو صسسسسكول 
تمويليسسسك إلسسسم أسسسس ا ولسسسا تنتسسس ق بعسسسي المسسسيا المقسسسررا 

 لتحويل ا إلم أس ا.
للجمعيسسسسسك العامسسسسسك غيسسسسسر العاييسسسسسك فسسسسسي جميسسسسسم  -2

صسسسسيرا  نسسسسي الأحسسسسوال أ  ت صسسسس  الأسسسسس ا الم
زيسسسسايا رأ  المسسسسال أو جسسسسز ا  من سسسسا للعسسسساملي  فسسسسي 
التسسسسسركك والتسسسسسركان التابعسسسسسك أو بعضسسسسس ا، أو أي 
مسسسس  ذلسسسسل. و  يجسسسسوز للمسسسسسايمي  ممارسسسسسك حسسسس  
الألويسسسسسسسك  نسسسسسسسي إصسسسسسسسيار التسسسسسسسركك ل سسسسسسسس ا 

 الم صصك للعاملي . 
 قسسسسرار صسسسسيور وقسسسسن – للسسسسس ا المالسسسسل للمسسسسسايا  -3

 رأ  زيسسسسسايا  لسسسسسم بالموافقسسسسسك العامسسسسسك الجمعيسسسسسك
 بالأسسسسسسس ا ا كتتسسسسسسال فسسسسسسي الأولويسسسسسسك – المسسسسسسال
 نقييسسسسك، حصسسسس  مقابسسسسل تصسسسسير التسسسسي الجييسسسسيا
 – وجسسسسسسسين إ  – بسسسسسسس ولويت ا يسسسسسسسؤ   ويبلسسسسسسس 
 بسسسسسسمب غ ا أو يوميسسسسسسك صسسسسسسحيفك فسسسسسسي بالنتسسسسسسر
 زيسسسسسايا قسسسسسرار  سسسسس  المسسسسسسجل البريسسسسسي بواسسسسسس ك

 وتسسسساريا وميتسسسس  ا كتتسسسسال وتسسسسرو  المسسسسال رأ 
 .وانت ائ  بيايت 

 العمسسسل وقسسس  العاييسسسك غيسسسر العامسسسك للجمعيسسسك يحسسس  -4
 بزيسسسايا ا كتتسسسال فسسسي للمسسسسايمي  الأولويسسسك بحسسس 
 إ  سسسسسا  أو نقييسسسسسك حصسسسسس  مقابسسسسسل المسسسسسال رأ 

 التسسسسي الحسسسسا ن فسسسسي المسسسسسايمي  لغيسسسسر الأولويسسسسك
 . التركك لمصلحك مناسبك ترايا

 التنسسسسازل أو الأولويسسسسك حسسسس  بيسسسسم للمسسسسسايا يحسسسس  -5
 قسسسسرار صسسسسيور وقسسسسن مسسسس  المسسسسيا  سسسس ل  نسسسس 

 رأ  زيسسسسسايا  لسسسسسم بالموافقسسسسسك العامسسسسسك الجمعيسسسسسك
 الأسسسسس ا فسسسسي ل كتتسسسسال يسسسسوا آ سسسسر إلسسسسم المسسسسال

 وفقسسسسسسسا   الحقسسسسسسسو ، ب سسسسسسسذه المرتب سسسسسسسك الجييسسسسسسسيا
 ييئك السو  الماليك. تضع ا التي للضواب 

1- The Extraordinary General Assembly may adopt            
a resolution to increase the Company’s capital and 
the approval of the concerned authorities SAMA 
and CMA has been obtained and provided that the 
original capital shall have been paid in full. Its not 
condition of paying full capital if unpaid capital 
protions derived to issued shares against transfer 
of debt and financial deeds to shares and not 
completed after the notified period to be transferred 
to shares.  

 
2- The Extraordinary General Assembly in all cases 

has the right to separate portion of issued shares 
while increasing capital or part of it to the company’s 
employees and affliated companies. Shareholder 
not permitted to practise periorty right while the 
company issuing its employees shares. 

 
 
3- Any person, who holds Shares in the Company at 

the time of the issuance of General Assembly 
resolution, shall have pre-emptive rights to 
subscribe for the new cash shares. The 
Shareholders shall be notified of the pre-emptive 
rights, if any, vested in them by notice to be 
published in a daily newspaper addressing the 
capital increase resolution, the conditions, duration, 
commencement and closing dates of subscription, 
or by written notice to the Shareholder by registered 
mail.  

 
4- The Extraordinary General Assembly shall be 

entitled to suspend such pre-emption rights in a 
cash capital increase or grant them to others when 
deemed to be in the Company’s best interest. 

 
 
5- A Shareholder may sell or assign its pre-

emption right during the period from the date of 
the General Assembly resolution approving the 
capital increase until the subscription closing 
date, in accordance with the guidelines set by 
the concerned authorities CMA. 

  
  

 Article (14) – Decrease of Capital المادة الرابعة عشرة: تخفيض رأس المال: 
  

 ت فسسسيا تقسسسرر أ  العاييسسسك غيسسسر العامسسسك للجمعيسسسك -1
 إذا أو التسسسسسركك حاجسسسسسك  لسسسسسم زاي إذا المسسسسسال رأ 

1- The Extraordinary General Assembly may adopt           
a resolution to reduce the Company’s capital if it 
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بعسسسسي موافقسسسسك المؤسسسسسسك وييئسسسسك  ب سسسسسائر منيسسسسن
 المسسسسسال رأ  يقسسسسسل   أ   لسسسسسمالسسسسسسو  الماليسسسسسك 

 رأ  ت فسسسسسيا بعسسسسسي تسسسسسركك التسسسسس مي ل المسسسسسيفون
كمسسسسسا    ي مليسسسسسو  مئسسسسسك( 100)  سسسسس  المسسسسسال

يقسسسسسسل رأ  المسسسسسسال المسسسسسسيفون لتسسسسسسركك إ سسسسسسايا 
التسسسسس مي  أو تسسسسسركك التسسسسس مي  التسسسسسي تسسسسسزاول فسسسسسي 

التسسسسس مي   سسسسس   الوقسسسسسن نفسسسسسس  أ مسسسسسال إ سسسسسايا
 قسسسسسسرار يصسسسسسير و  ( مئتسسسسسي مليسسسسسو  ي.200)

 يعسسسسيه  سسسسا  تقريسسسسر تسسسس وا بعسسسسي إ  الت فسسسسيا
 لسسسس  الموجبسسسسك الأسسسسسبال  سسسس  الحسسسسسابان مراجسسسسم
 أ سسسر و سسس  التسسسركك  لسسسم التسسسي ا لتزامسسسان و سسس 

 .ا لتزامان يذه في الت فيا
 زيايتسسسسس  نتيجسسسسسك المسسسسسال رأ  ت فسسسسسيا كسسسسسا  إذا -2

 السسسسيائني  ي سسسسوا وجبسسسسن التسسسسركك، حاجسسسسك  لسسسسم
 سسسسسستي ( 60)  سسسسس ل ا تراضسسسسسات ا إبسسسسسيا  إلسسسسسم
 فسسسسي الت فسسسسيا قسسسسرار نتسسسسر تسسسساريا مسسسس  يومسسسسا  

 في سسسسا التسسسسي المن قسسسسك فسسسسي تسسسسوزن يوميسسسسك صسسسسحيفك
 أحسسسسي ا تسسسسرا فسسسسم . السسسسرئي  التسسسسركك مركسسسسز

 فسسسسسي مسسسسسستنيات  التسسسسسركك إلسسسسسم وقسسسسسيا السسسسسيائني 
 أ  التسسسسسركك  لسسسسسم وجسسسسسل المسسسسسذكور، الميعسسسسساي
 لسسسس  تقسسسسيا أ  أو حسسسسا    كسسسسا  إذا يينسسسس  إليسسسس  تسسسسؤيي
 .آج    كا  إذا ب  للوفا  كافيا   ضمانا  

proves to be in excess of the Company’s needs or 
if the Company sustains losses subject to the 
approval of the concerned authorities, SAMA and 
CMA, provided that the capital padi to the insurance 
company not less than SR100 million after capital 
reduction and the capital paid to reinsurance 
company or insurance company operating in 
reinsurance at the same time not less than SAR 
200 millions . Such resolution shall be issued only 
after reading the auditor’s report on the reasons 
calling for such reduction, the obligations to be 
fulfilled by the Company and the effect of the 
reduction on such obligations. 

 
2- If the reduction of the capital is due to its being in 

excess of the Company’s needs, then the 
Company’s creditors must be invited to express 
their objection thereto within sixty (60) days from 
the date of publication of the reduction resolution in 
a daily newspaper published in the city where the 
Company’s head office is located. Should any 
creditor object and present to the Company 
evidentiary documents of such debt within the time 
limit set above, then the Company shall pay such 
debt, if already due, or present an adequate 
guarantee of payment if the debt is due on a later 
date. 

  

 PART IV الباب الرابع 
  Board of Directors مجلس الإدارة 

  
 Article (15) – Management of the المادة الخامسة عشرة: إدارة الشركة: 

Company 
  

( 8مسسسسسس  ) مكسسسسسسو يتسسسسسسولم إيارا التسسسسسسركك مجلسسسسسس  إيارا 
الجمعيسسسسك العامسسسسك العاييسسسسك لمسسسسيا  تنت سسسسب اأ ضسسسسا    مانيسسسسك 

ويجسسسسسسل أ  تعكسسسسسس   -  تزيسسسسسسي  لسسسسسسم  سسسسسس   سسسسسسسنوان 
تركيبسسسسسك مجلسسسسس  اميارا تم سسسسسي   مناسسسسسسبا  مسسسسس  الأ ضسسسسسا  
المسسسستقلي . وفسسسسي جميسسسسم الأحسسسسوال   يجسسسسوز أ  يقسسسسل  سسسسيي 

 ضسسسسسوي  أو  لسسسسس  أ ضسسسسسا  المجلسسسسس  المسسسسسستقلي   سسسسس  
أ ضسسسا  المجلسسس  أي مسسسا أك سسسر. واسسسست نا   مسسس  ذلسسسل تعسسسي   
الجمعيسسسسسك الت سيسسسسسسيك أ ضسسسسسا  أول مجلسسسسس  إيارا لمسسسسسيا   

سسسسسسنوان تبسسسسسيأ مسسسسس  تسسسسساريا تسسسسس ر   سسسسس   ( 3تتجسسسسساوز )
 قرار وزارا التجارا وا ست مار بت سي  التركك.

The company shall be managed by a board of directors 
composed of (8) members to be elected by Ordinary 
General Assembly for a term not exceeding 3 years. 
The Board composition shall reflect sufficient 
representation of independent members, and in all 
cases, independent members shall not be less than 
two (2), or a third of the Board, whichever is greater. As 
an exception to the foregoing, the constituent assembly 
has appointed the Company’s first Board of Directors 
for a term not exceeding (3) years commencing from 
the date of publication of the Ministry of Commerce & 
Investment's resolution to incorporate the Company. 
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( أ ضسسسسا  5البري سسسساني تعيسسسسي  )ويحسسسس  للبنسسسسل السسسسسعويي 

فسسسسي المجلسسسس . ويحسسسس  لسسسس  تبسسسسييل مم ليسسسس  جميعسسسسا أو أيسسسسا 
مسسسن ا ويسسستا يسسسذا التعيسسسي  أو التبسسسييل بقسسسرار يصسسسيره البنسسسل 
السسسسسسعويي البري سسسسساني. ويتسسسسسولم إب غسسسسس  بكتسسسسسال يوجسسسسس  
إلسسسسم مجلسسسس  إيارا التسسسسركك ويجسسسسوز إ سسسسايا تعيسسسسي  جميسسسسم 

 .الأ ضا 

The Saudi British Bank shall be entitled to appoint five 
(5) members on the Board. SABB shall be entitled to 
replace all or any of its representatives. Such 
appointment or replacement may be made by a 
decision issued by The Saudi British Bank and 
communicated by a letter addressed to the company’s 
board of directors. However, all members may be 
reappointed. 

  
 Article (16) – Termination of المادة السادسة عشرة: انتهاء عضوية المجلس: 

Membership 
  

يورا  بانت سسسسسسا  اميارا مجلسسسسسس   ضسسسسسسويك تنت سسسسسسي -1
التغيسسسسل  سسسس   أو الوفسسسساا أو ا سسسسستقالك أو المجلسسسس 

 سسس   اجتما سسسان  سسس ل سسسسنك واحسسسيا يو   سسسذر 
 اميارا لمجلسسسسس   بسسسسسن إذا متسسسسسرون ومقبسسسسسول، أو

 تضسسسسر ب ريقسسسسك بواجباتسسسس  أ سسسسل قسسسسي العضسسسسو أ 
 ذلسسسسسسل يقتسسسسسسر  أ  بتسسسسسسر  التسسسسسسركك بمصسسسسسسلحك
 بانت سسسسسا  أو العاييسسسسسك، العامسسسسسك الجمعيسسسسسك بموافقسسسسسك
 سسسسساريك تعليمسسسسان أو ن سسسسساا لأي وفقسسسسا    ضسسسسويت 

 حكسسسسسا إذا أو السسسسسسعوييك، العربيسسسسسك المملكسسسسسك فسسسسسي
 للتسسسسويك  لبسسسا   قسسسيا أو إ سسسساره أو إف سسسس  بتسسس ر
 أو ييونسسسسس ، يفسسسسسم  سسسسس  توقسسسسس  أو يائنيسسسسس ، مسسسسسم

إ اقسسسسك جسسسسسييك قسسسسي  أو  قلسسسسي بمسسسسرا أصسسسسيل
تسسسسؤيي إلسسسسم  سسسسيا قسسسسيرا العضسسسسو  لسسسسي القيسسسساا 

 ارتكابسسسسس   بسسسسسن بسسسسسيوره  لسسسسسم أكمسسسسسل وجسسسسس ، أو
 أييسسسسسس  أو والأ سسسسسس   بالأمانسسسسسسك م سسسسسس     مسسسسسس   
 .بموجل حكا ن ائي  بالتزوير

 وقسسسن كسسسل فسسسي العاييسسسك العامسسسك للجمعيسسسك يجسسسوز  -2
 أو اميارا مجلسسسسسسسس  أ ضسسسسسسسسا  جميسسسسسسسسم  سسسسسسسسزل
 العضسسسسسسو بحسسسسسس  إ سسسسسس ل يو  وذلسسسسسسل بعضسسسسسس ا
 بسسسسسالتعويا بالم البسسسسسك التسسسسسركك تجسسسسساه المعسسسسسزول

 وقسسسن فسسسي أو مقبسسسول غيسسسر لسسسسبل العسسسزل وقسسسم إذا
 أ  اميارا مجلسسسسسسس  ولعضسسسسسسسو مناسسسسسسسسل غيسسسسسسسر
 مناسسسسل وقسسسن فسسسي ذلسسسل يكسسسو  أ  بتسسسر  يعتسسسزل

 يترتسسسسل  مسسسسا التسسسسركك قبسسسسل مسسسسسؤو    كسسسسا   وإ
 .أضرار م  ا  تزال  لم

إذا اسسسسسسستقال  ضسسسسسسو مجلسسسسسس  اميارا، وكانسسسسسسسن  -3
لييسسسسس  ملحو سسسسسان  لسسسسسي أيا  التسسسسسركك، فعليسسسسس  
تقسسسسييا بيسسسسا  مكتسسسسول ب سسسسا إلسسسسم رئسسسسي  مجلسسسس  
اميارا، ويجسسسسسسل  سسسسسسرا يسسسسسسذا البيسسسسسسا   لسسسسسسم 

 أ ضا  مجل  اميارا. 

1- Membership of the Board of Directors shall be 
terminated upon the expiration of the period of 
appointment or upon his resignation or death or 
absence for 3 meetings during one year without any 
reasons being justified; or if it is established to the 
Board that the board member has violated his duties 
in a way that harms the interest the Company, 
provided that this shall be effected with the approval 
of the Ordinary General Assembly; or upon the 
cessation of his membership in accordance with any 
law or directives in force in the Kingdom of Saudi 
Arabia; or if he is adjudged bankrupt or insolvent or 
makes any arrangement with his creditors or he 
ceases to pay his debts; or if he is found to be of 
unsound mind or sustains a mental decease or body 
injurey which may lead to the member’s unability to 
perform his duties; or if it is established that he has 
committed an offence involving dishonesty, fraud or 
forgery.  

 
2- However, the Ordinary General Assembly shall, at 

any time, remove all or any of the Board members 
without prejudice to the right of the removed 
member to claim compensation from the Company 
if the dismissal was for unjustifiable reasons or at 
unsuitable time. The Board member may resign at 
any time, provided that such resignation is at 
appropriate time to the Board, otherwise the 
member shall be liable towards the Company for any 
damage arising from its resignation.  

 
3- If any of Board members resigned, and found he has 

remarks about the company performance, he shall 
write a clear statement to Chairman of the Board and 
all Board members shall be notified. 

 
4- SAMA shall be notified at time of any Board member 

resignation or ceases to his membership for any 
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يجسسسسل إبسسسس ا مؤسسسسسسك النقسسسسي العربسسسسي السسسسسعويي  -4
 نسسسسي اسسسسستقالك أي  ضسسسسو فسسسسي المجلسسسس  أو إن سسسسا  

ت سسسسسسسسا  يورا  ضسسسسسسسسويت  لأي سسسسسسسسسبل  سسسسسسسسيا ان
(  مسسسسسك أيسسسساا  مسسسسل 5المجلسسسس  وذلسسسسل  سسسس ل )

مسسسسس  تسسسسساريا تسسسسسرل العمسسسسسل ومرا سسسسساا مت لبسسسسسان 
 امفصا، ذان الع قك. 

reason except expiration of Baord period during (5) 
working days from the date member leave work and 
to consider disclosure requirments.   

  
  Article (17) – Vacancies المادة السابعة عشرة: المركز الشاغر في المجلس:

  
فسسسسي حسسسسال تسسسسغر مركسسسسز أحسسسسي أ ضسسسسا  مجلسسسس  اميارا، 

 ضسسسسوا  فسسسسي المركسسسسز  -مؤقتسسسسا  –كسسسسا  للمجلسسسس  أ  يعسسسسي  
التسسسسساغر ممسسسسس  يتسسسسسوافر فسسسسسي ا ال بسسسسسرا الكافيسسسسسك وبعسسسسسي 

 لسسسسم  سسسسيا ممانعسسسسك مؤسسسسسسك النقسسسسي العربسسسسي  الحصسسسسول
السسسسسسعويي ويو  الن سسسسسر للترتيسسسسسل فسسسسسي الحصسسسسسول  لسسسسسم 
الأصسسسوان فسسسي الجمعيسسسك العامسسسك التسسسي تسسسا انت سسسال مجلسسس  

وزارا التجسسسسسارا ميارا مسسسسس    ل سسسسسا، ويجسسسسسل أ  تبلسسسسس  ا
ييئسسسك السسسسسو  الماليسسسك  سسسس ل  مسسسسسك وا سسسست مار، وكسسسسذلل 

(  مسسسسسك أيسسسساا  مسسسسل مسسسس  تسسسساريا التعيسسسسي  وأ  يعسسسسرا 5)
يسسسسذا التعيسسسسي   لسسسسم الجمعيسسسسك العامسسسسك العاييسسسسك فسسسسي أول 

 اجتمان ل ا، ويكمل العضو الجييي ميا سلف  فق . 

If the office of a Board member becomes vacant, the 
Board may appoint a member in the vacant position 
temporarily regardless of the order of the number of 
obtained votes and subject to such member having the 
experience and efficiency and a "No Objection" letter is 
obtained from SAMA. Such appointment shall be 
notified to Ministery of Commerce and Investment and 
Capital Market Authority (“CMA”) within five (5) 
business days from the date of appointment, and 
presented before the first meeting of the Ordinary 
General Assembly. The term of office of the new 
member designated to fill a vacancy shall only extend 
to the term of office of his predecessor.  
 
 
 
 
 
 
 

  
 Article (18) – Authority of the Board of المادة الثامنة عشرة: صلاحيات المجلس: 

Directors 
  

 للجمعيسسسسك المقسسسسررا ا  تصاصسسسسان مرا سسسساا مسسسسم -1
 السسسسسل ان أوسسسسسم اميارا لمجلسسسس  يكسسسسو  العامسسسسك،

وذلسسسل  ضسسس ا،اغرأ يحقسسس  بمسسسا التسسسركك إيارا فسسسي
فيمسسسا  سسسيا مسسسا اسسسست ني بسسسن   سسسا  فسسسي ن سسساا 
التسسسسسسركان أو يسسسسسسذا الن سسسسسساا مسسسسسس  أ مسسسسسسال أو 
تصسسسسسسرفان تسسسسسسي ل فسسسسسسي ا تصسسسسسسا  الجمعيسسسسسسك 

 الم سسسسسال سسسسسبيل  لسسسسم اميارا، ولمجلسسسس  العامسسسسك،
 مسسسسم   قات سسسسا فسسسسي التسسسسركك م يسسسسلت الحصسسسسر،  

 وأقسسسسسساا وال اصسسسسسك الحكوميسسسسسك والج سسسسسان الغيسسسسسر
 وكافسسسسك والصسسسسنا يك التجاريسسسسك والغسسسسر  التسسسسر ك

 والمصسسسسسار  والبنسسسسسول والمؤسسسسسسسان التسسسسسركان
 صسسسسسسنايي  وكافسسسسسسك المسسسسسسال وبيسسسسسسون التجاريسسسسسسك

 بم تلسسسسسسسس  الحكسسسسسسسسومي التمويسسسسسسسسل ومؤسسسسسسسسسان

As the athourity powers reserved for the General 
Assembly, the Board of Directors shall have the 
broadest authority in managing the affairs and the 
business of the Company and may, within the limits of 
its jurisdiction, authorize and delegate one or more of 
its members or a third party to undertake a specific 
function or functions to the extent permitted by the 
relevant laws and regulations. The Board of Directors 
shall be authorized to do all the things required for 
achieving the objects of the Company, including 
without limitation, to represent the Company in its 
relations with third parties, the Government and private 
entities, the police stations, the chambers of commerce 
and industry, all companies and establishments, 
commercial banks and finance houses, all government 
funds and financing institutions and other lenders of all 
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 مسسسسسسسس  وغيسسسسسسسسريا وا تصاصسسسسسسسسات ا مسسسسسسسسسميات ا
 مسسسس  يحصسسسسل مسسسسا وقسسسسبا وللمجلسسسس  المقرضسسسسي 
 مسسسسس  التسسسسسركك مسسسسسييني ذمسسسسسك وإبسسسسسرا  التنفيسسسسسذ

  وبيسسسسسم المناقصسسسسسان فسسسسسي والسسسسسي ول التزامسسسسسات ا
 حسسسس  للمجلسسسس  كمسسسسا. العقسسسساران وريسسسس  وتسسسسرا 
  ن سسسسا ونيابسسسسك التسسسسركك باسسسسسا والتوقيسسسسم التعاقسسسسي
 والمسسسستنيان والو سسسائ  العقسسسوي أنسسسوان كافسسسك  لسسسم
 ت سسسسسسي   قسسسسسوي حصسسسسسر يو  ذلسسسسسل فسسسسسي بمسسسسسا

 كافسسسك مسسسم التسسسركك في سسسا تتسسسترل التسسسي التسسسركان
 التعسسسسسسسسييل وقسسسسسسسسراران وم حق سسسسسسسسا تعسسسسسسسسيي ت ا
 أمسسسسساا والصسسسسسكول ا تفاقيسسسسسان  لسسسسسم والتوقيسسسسسم
 وكسسسسسسذلل الرسسسسسسسميك، والج سسسسسسان العسسسسسسيل كاتسسسسسسل

 والكفسسسسسسا ن والضسسسسسسمانان القسسسسسسروا اتفاقيسسسسسسان
 وإصسسسسسيار العقسسسسساران وتسسسسسرا  لبيسسسسسم والصسسسسسكول
 والبيسسسسم التسسسسركك،  سسسس  نيابسسسسك التسسسسر يك الوكسسسسا ن
 والتسسسسسليا وا سسسسست ا وقبولسسسس  وامفسسسسراا والتسسسسرا 

 وفسسسسست  والسسسسسيفم والقسسسسسبا والتسسسسس جير وا سسسسسستئجار
 واميسسسسسسيان والسسسسسسسحل وا  تمسسسسسسايان الحسسسسسسسابان

 للبنسسسسسسول الضسسسسسسمانان وإصسسسسسسيار البنسسسسسسول لسسسسسسيا
 الحكسسسسسسومي التمويسسسسسسل ومؤسسسسسسسسان والصسسسسسسنايي 

 الأمسسسسسر وسسسسسسنيان الأورا  كافسسسسسك  لسسسسسم والتوقيسسسسسم
 التجاريسسسسسسسسسسسك الأورا  وكافسسسسسسسسسسسك والتسسسسسسسسسسسيكان
 المصسسسسسسسرفيك المعسسسسسسسام ن وكافسسسسسسسك والمسسسسسسسستنيان

 فسسسي حسسسيوي ا تصاصسسس  -للمجلسسس  أيضسسسا  يكسسسو  و
أ  يفسسسسسوا واحسسسسسيا  أو أك سسسسسر مسسسسس  أ ضسسسسسائ  أو  -

 ر فسسسي مباتسسسرا  مسسسل أو أ مسسسال معينسسسك مسسس  الغيسسس 
مسسسسسم الأن مسسسسسك واللسسسسسوائ  ذان بمسسسسسا   يتعسسسسسارا 

 .الع قك
يجسسسوز لمجلسسس  اميارا  قسسسي القسسسروا أيسسسا  كانسسسن  -2

بيسسسسسم أصسسسسسول التسسسسسركك أو رين سسسسسا، أو مسسسسسيت ا، أو 
بيسسسسسسم محسسسسسسل التسسسسسسركك التجسسسسسساري أو رينسسسسسس ، أو 
إبسسسرا  ذمسسسك مسسسييني التسسسركك مسسس  التزامسسسات ا، مسسسا 
لسسسا يتضسسسم  يسسسذا الن سسساا أو يصسسسير مسسس  الجمعيسسسك 
العامسسسسسك العاييسسسسسك مسسسسسا يقيسسسسسي صسسسسس حيان مجلسسسسس  

 اميارا في ذلل. 

types; discharge debtors from obligations, participate 
in tenders, sell and pledge properties, to sign on behalf 
of the Company and enter into all agreements, 
contracts and documents including, without limitation, 
articles of association of companies in which the 
Company shall participate, and any amendment or 
restatement of the same; to sign other contracts and 
deeds before notaries public and official authorities; to 
sign loan agreements, guarantees and deeds for the 
sale and purchase of properties; to issue powers of 
attorney on behalf of the Company; to sell and 
purchase real properties, lands, share in other 
companies and other movable and immovable 
properties and convey by deeds, receive, deliver, lease 
and let; to open bank accounts; to apply for credit 
facilities; to withdraw and deposit money with banks; to 
issue guarantees to government banks, funds and 
financing institutions; to execute all papers, 
documents, payment orders, instruments, cheques 
and all banks' transaction. The Board shall as authority 
limit delegate one or more of the Boad members or 
others to conduct a tak or certain business without 
conflict with related rules and regulations. 
 
 
 
 
 
 
 
 
 
 
 
 
2- The Board of Directors shall lend any time kind of 

loans, or sale and mortgage the company assets, 
sale or mortgage the commercial location of the 
company, or relase the company debtors from 
liability, if this action not been included in By- Law 
or resolve by General Assembly which my restrict 
the Baord of Dicrectors authorities herein. 

 

  
،  المادة التاسعة عشرة: مكافأة أعضاء المجلس

والمكافأة الخاصة برئيس مجلس الإدارة والعضو  
 : المنتدب

Article (19) – Remuneration of Board of 
Directors, Chairman and Managing 
Director  
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تكسسسسسو  مكافسسسسس ا أ ضسسسسسا  مجلسسسسس  اميارا مبلغسسسسسا   -1
معينسسسسا  أو بسسسسيل حضسسسسور  سسسس  الجلسسسسسان أو مزايسسسسا 
 ينيسسسسك أو نسسسسسبك معينسسسسك مسسسس  صسسسسافي الأربسسسسا،، 
ويجسسسسوز الجمسسسسم بسسسسي  ا نتسسسسي  أو أك سسسسر مسسسس  يسسسسذه 

 المزايا. 
 

1- The remuneration of the members of the Board of 
Directors will be a specific amount or attenadence 
allowance for participating in meetings or  benefits 
and specific percentage from net profit,and shall be 
combinations or more of benefits . 

  
، إذا كانسسسسسن المكافسسسسس ا نسسسسسسبك معينسسسسسك مسسسسس  أربسسسسسا -2

التسسسركك، فسسس  يجسسسوز أ  تزيسسسي يسسسذه النسسسسبك  لسسسي 
%( مسسسسس  صسسسسسسافي الأربسسسسسسا،، وذلسسسسسسل بعسسسسسسي 10)

 صسسسسسسا ا حتيا سسسسسسان التسسسسسسي قررت سسسسسسا الجميعسسسسسسك 
العامسسسسك ت بيقسسسسا  لأحكسسسساا ن سسسساا مراقبسسسسك تسسسسركان 
التسسسسسس مي  التعسسسسسساوني ون سسسسسساا التسسسسسسركان ويسسسسسسذا 
الن سسسساا، وبعسسسسي توزيسسسسم ربسسسس   لسسسسي المسسسسسايمي    

%( مسسسسسس  رأ  مسسسسسسال التسسسسسسركك 5يقسسسسسسل  سسسسسس  )
لمسسسسسسيفون،  لسسسسسسم أ  يكسسسسسسو  اسسسسسسستحقا  يسسسسسسذه ا

المكافسسسسس ا متناسسسسسسبا  مسسسسسم  سسسسسيي الجلسسسسسسان التسسسسسي 
يحضسسسسريا العضسسسسو، وكسسسسل تقسسسسيير ي سسسسال  ذلسسسسل 

 يكو  با   .  
 
  يتجسسسساوز مجمسسسسون مسسسسا  ؛فسسسسي جميسسسسم الأحسسسسوال -3

يحصسسسسسسل  ليسسسسسس   ضسسسسسسو مجلسسسسسس  اميارا مسسسسسس  
 مسسسسمائك  مبلسسس  أو  ينيسسسك مكافسسسون ومزايسسسا ماليسسسك

ويسسسسست نم مسسسس  ذلسسسسل أ ضسسسسا  ) ي سسسسسنويا   ألسسسس 
لجنسسسك المراجعسسسك(، وفسسس  الضسسسواب  التسسسي تضسسسع ا 

 ييئك السو  الماليك. 

2- In case the Company attains profits, it may distribute 
10% of the net profit after deducting the reserves 
determined by the General Assembly in accordance 
with the Cooperative Insurance Companies Control 
Act and distributing at least 5% of the Company's 
paid-up share capital among the Shareholders. 
Entitlement to such distribution shall be proportional 
to the number of meetings attended by the member. 

 
 
 
 
 
 
3- In all cases, a Board member's total remuneration 

must not exceed five hundred thousand Saudi 
Riyals (SR500,000) per year (Execluding Audit 
Committee members), as per Capital Market 
Aurority Regualtions. 

 
 
 

 إلسسسسسم اميارا مجلسسسسس  تقريسسسسسر يتسسسسستمل أ  يجسسسسسل -4
 لكسسسل تسسسامل بيسسسا   لسسسم العاييسسسك العامسسسك الجمعيسسسك

  سسسس ل اميارا مجلسسسس  أ ضسسسسا   ليسسسس  حصسسسسل مسسسسا
 مصسسسسروفان وبسسسسيل مكافسسسسون مسسسس  الماليسسسسك السسسسسنك
 كسسسسسذلل يتسسسستمل وأ . المزايسسسسا مسسسسس  ذلسسسسل وغيسسسسر
 بوصسسسف ا المجلسسس  أ ضسسسا  قبضسسس  مسسسا بيسسسا   لسسسم

 ن يسسسسسسر قبضسسسسسسوه مسسسسسسا أو إياريسسسسسسي  أو  سسسسسساملي 
 وأ . استتسسسسسساران أو إياريسسسسسسك أو فنيسسسسسسك أ مسسسسسسال
 المجلسسس  جلسسسسان بعسسسيي بيسسسا   لسسسم أيضسسسا   يتسسستمل
 مسسس   ضسسسو كسسسل حضسسسريا التسسسي الجلسسسسان و سسسيي
 .العامك للجمعيك اجتمان آ ر تاريا

4- The report submitted by the Board of Directors to the 
Ordinary General Assembly shall contain a 
statement of all remuneration made to the 
members of the Board, attendance allowance and 
other expenses paid to the members of the Board 
of Directors within the fiscal year. The report shall 
also include a statement of the payments received 
by the members of the Board in their capacity as 
employees or administrators, or what they received 
in return for technical, administrative or 
consultation services, as well a statement of the 
number of meetings attended by each member as 
from the date of the last meeting of the General 
Assembly. 

  
رئيس مجلس الإدارة    المادة العشرون: صلاحيات 

النائب والعضو   ومدة عضويته، وعضوية كلٌ من
 المنتدب وأمين السر: 

Article (20) – Chairman, Vice-Chairman, 
Managing Director and Secretary 
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يعسسسسي  مجلسسسس  اميارا مسسسس  بسسسسي  أ ضسسسسائ  رئيسسسسسا  ونائبسسسسا  
، ويجسسسسسوز أ  يعسسسسسي  للسسسسسرئي . ويعسسسسسي  رئيسسسسسسا  تنفيسسسسسذيا  

 ضسسسسوا  منتسسسسيبا ، و  يجسسسسوز الجمسسسسم بسسسسي  منصسسسسل رئسسسسي  
مجلسسسسس  اميارا وأي منصسسسسسل تنفيسسسسسذي بالتسسسسسركك، ويحسسسسس  
لسسسسسرئي  مجلسسسسس  اميارا التوقيسسسسسم  سسسسس  التسسسسسركك وتنفيسسسسسذ 

 قراران المجل .

The Board of Directors shall appoint from amongst its 
members a Chairman, Vice Chairman. The Board  
appoint  a CEO and may also appoint a Managing 
Director. The Chairman may not also hold any 
executive position in the Company. The Chairman shall 
be authorised to sign for the Company and enforce the 
resolutions of the Board. 

  

 للجمعيسسسسسسسك المقسسسسسسسررا ا  تصاصسسسسسسسان مرا سسسسسسساا مسسسسسسسم   
 صسسسس حيان تم يسسسسل اميارا مجلسسسس  لسسسسرئي  يكسسسسو  العامسسسسك،
 امياريسسسك المحسسساكا في سسسا بمسسسا المحسسساكا جميسسسم أمسسساا التسسسركك

 يرجات سسسسا بجميسسسسم واللجسسسسا  وال يئسسسسان والعامسسسسك والتجاريسسسسك
 والتجاريسسسسسسك امياريسسسسسسك في سسسسسسا بمسسسسسسا ا سسسسسسستئنا  ومحسسسسسساكا
 التسسسسي الج سسسسان مسسسس  وغيريسسسسا التحكسسسسيا وييئسسسسان والعامسسسسك،
 الم البسسسسسك فسسسسسي وذلسسسسسل القضسسسسسائي السسسسسسلل تحسسسسسن تنسسسسسير 
 وسسسسسسسسمان الميافعسسسسسسسك و والمرافعسسسسسسسك السسسسسسسي اوا وإقامسسسسسسسك
 وامبسسسسسرا  والصسسسسسل  وامقسسسسسرار  لي سسسسسا والسسسسسري السسسسسي اوا
 وال عسسسسس  في سسسسسا وال عسسسسس  والبينسسسسسان التسسسسس وي وإحضسسسسسار
 وتعيسسسسي  والتواقيسسسسم والأ تسسسساا ال  سسسسو  وإنكسسسسار بسسسسالتزوير
 ال بسسسسسسسرا  بتقسسسسسسسارير وال عسسسسسسس  والمحكمسسسسسسسي  ال بسسسسسسسرا 

 بتنفيسسسسسسسذ والم البسسسسسسسك واسسسسسسسستبيال ا ورييسسسسسسسا والمحكمسسسسسسسي 
  لسسسسسم وا  تسسسسسراا ونفي سسسسسا الأحكسسسسساا وقبسسسسسول الأحكسسسسساا
 الن سسسسسر إ سسسسسايا والتمسسسسسا  ا سسسسسستئنا  و لسسسسسل الأحكسسسسساا
 السسسي اوا جميسسسم فسسسي الجلسسسسان حضسسسور يلسسسزا مسسسا وإن سسسا 
 و لسسسسل الأحكسسسساا صسسسسكول واسسسسست ا المحسسسساكا جميسسسسم لسسسسيا
 المحسسسساكا لسسسسيا والتسسسسيا ل امي سسسسال و لسسسسل القاضسسسسي تنحسسسسي
 مجلسسسس  ولسسسسرئي . والعامسسسسك والتجاريسسسسك امياريسسسسك في سسسسا بمسسسسا
 مسسسسس  أو المجلسسسسس  أ ضسسسسسا  مسسسسس  الغيسسسسسر يوكسسسسسل أ  اميارا
 .ص حيات  م  جز  أو كل في الغير

 

  Subject to the powers reserved for the General 
Assembly, the Chairman shall be authorised to 
represent the Company before all courts, including 
administrative, commercial and general courts, 
commissions and committees of all levels, courts of 
appeal including administrative, commercial and 
general courts, arbitration bodies and other bodies that 
fall under the judicial authority, to proceed with lodging 
cases, pleading and defending, hearing of lawsuits and 
response thereto, acknowledgment, settlement, 
acquittal, calling witnesses and submitting evidences 
and challenging them, challenge of forgery,  denial of 
handwritings stamps and signatures, appointment of 
experts and arbitrators, challenge experts' and 
arbitrators' to attend sues meetings in all cours in order 
to receive judgment decision and to ask for judge 
withdrwal and communicate with courts incudding the 
commercial, administrative and public courts. The 
Board Chairman shall delegate his authority or part of 
authority to other Board members or other parties 
herein.  

  
ويحسسسسسيي مجلسسسسس  اميارا الرواتسسسسسل والبسسسسسي ن والمكافسسسسسون 
لكسسسسل مسسسس  رئسسسسي  المجلسسسس  والعضسسسسو المنتسسسسيل وفقسسسسا  لمسسسسا 

 ( م  يذا الن اا.19يو مقرر في المايا )

The Board shall specify the salaries, remuneration and 
allowances for the Chairman and the Managing 
Director in accordance with Article (19) of these By-
laws. 

  
ويجسسسسسسل  لسسسسسسم مجلسسسسسس  اميارا أ  يعسسسسسسي  أمينسسسسسسا  لسسسسسسسر 

 المجل .
The Board shall also appoint a secretary. 

  
للمجلسسس  أ  يعسسسي  مستتسسسارا  لسسس  أو أك سسسر فسسسي كمسسسا يجسسسوز 

 م تل  تؤو  التركك ويحيي المجل  مكافوت ا.
The Board may also appoint one or more advisors to 
provide advice in running the various affairs of the 
Company and the Board shall determine their 
remuneration. 
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تزيسسسي مسسسيا رئسسسي  المجلسسس  ونائبسسس  والعضسسسو المنتسسسيل و  
وأمسسسسي  السسسسسر  ضسسسسو مجلسسسس  اميارا  لسسسسم مسسسسيا  ضسسسسويك 
كسسسسسل مسسسسسن ا فسسسسسي المجلسسسسس ، ويجسسسسسوز إ سسسسسايا انت سسسسساب ا 
وللمجلسسسسس  فسسسسسي أي وقسسسسسن أ  يعسسسسسزل ا أو أيسسسسسا مسسسسسن ا يو  
أ سسس ل بحسسس  مسسس   سسسزل فسسسي التعسسسويا إذا وقسسسم العسسسسزل 

 لسبل غير مترون أو في وقن غير مناسل.

The term of the office of the Chairman, Vice Chairman, 
the Managing Director and the Secretary – if the 
Secretary is a Board member – shall not exceed their 
respective term of service as Directors, and may be 
renewed. The Board may dismiss all or any of them 
without prejudice to their right in compensation if the 
dismissal was for illegitimate reasons or occurred in 
inappropriate time. 

  
 Article (21) – Board Meetings المادة الحادية والعشرون: اجتماعات المجلس: 

  
يجتمسسسم المجلسسس  بسسسي وا مسسس  رئيسسسس  ويجسسسل  لسسسم رئسسسي  
المجلسسس  أ  يسسسي و إلسسسم ا جتمسسسان متسسسم  لسسسل إليسسس  ذلسسسل 
ا نسسسسا  مسسسس  الأ ضسسسسا  ويجسسسسل أ  تكسسسسو  السسسسي وا مو قسسسسك 
بال ريقسسسسسك التسسسسسي يرايسسسسسا المجلسسسسس . وتأعقسسسسسي اجتما سسسسسان 
المجلسسسس  بصسسسسفك يوريسسسسك وكلمسسسسا ي سسسسن الحاجسسسسك،  لسسسسم أ  
( 4يقسسسسسسل  سسسسسسيي اجتما سسسسسسان المجلسسسسسس  السسسسسسسنويك  سسسسسس  )

اجتما سسسسان بحيسسسس  يكسسسسو  ينسسسسال اجتمسسسسان واحسسسسي  لسسسسم 
 لأقل كل    ك أت ر.ا

The Board shall meet at the head office of the 
Company upon a call by the Chairman, if so requested 
by any two (2) Board members. Such call shall be in 
the form chosen by the Board. The Board shall hold 
meeting on a regular basis and whenever need arises, 
but in all cases the Board is required to hold at least 
four (4) meetings in a year, and at least a meeting 
every quarter. 

  
  

 Article (22) – Quorum المادة الثانية والعشرون: نصاب اجتماع المجلس: 
  

 إذا إ  صسسسسسسسحيحا   المجلسسسسسسس  اجتمسسسسسسسان يكسسسسسسسو    -1
 بتسسسسر  نصسسسس  ا  ضسسسسا   لسسسسم الأقسسسسل، حضسسسسره
  لسسسسسم   سسسسسك   سسسسس  الحاضسسسسسري   سسسسسيي الأ يقسسسسسل

 .الأقل
إذا لسسسسسسا تتسسسسسسوافر التسسسسسسرو  ال زمسسسسسسك  نعقسسسسسساي   -2

مجلسسسسس  اميارا بسسسسسسبل نقسسسسس   سسسسسيي أ ضسسسسسائ  
 سسسس  الحسسسسي الأينسسسسم المنصسسسسو   ليسسسس  فسسسسي يسسسسذا 
الن سسسسساا، وجسسسسسل  لسسسسسم بقيسسسسسك الأ ضسسسسسا  ي سسسسسوا 

تي  الجمعيسسسسك العامسسسسك العاييسسسسك ل نعقسسسساي  سسسس ل سسسسس 
 يوما ؛  نت ال العيي ال زا م  الأ ضا .

ويجسسسوز بقسسسرار مسسس  ييئسسسك السسسسو  الماليسسسك ي سسسوا  -3
الجمعيسسسسسك العامسسسسسك العاييسسسسسك ل نعقسسسسساي فسسسسسي حسسسسسال 
نقسسسس   سسسسيي أ ضسسسسا  مجلسسسس  اميارا  سسسس  الحسسسسي 

 الأينم لصحك انعقايه. 
  يجسسسسوز لعضسسسسو مجلسسسس  اميارا أ  ينيسسسسل  نسسسس   -4

غيسسسسره فسسسسي حضسسسسور ا جتمسسسسان. واسسسسست نا  مسسسس  
يجسسسسسوز لعضسسسسسو مجلسسسسس  اميارا أ  ينيسسسسسل  ذلسسسسسل،

  ن  غيره م  الأ ضا . 
تصسسسسسسسسير قسسسسسسسسراران المجلسسسسسسسس  ب غلبيسسسسسسسسك آرا   -5

الأ ضسسسسا  الحاضسسسسري  أو المم لسسسسي  فيسسسس ، و نسسسسي 

1- A Board meeting shall not be valid unless attended 
by two-thirds of the members in person or by proxy, 
provided that the number of members present in 
person shall not be less than four (3) members. 

 
2- If the above condition not applied to held Board 

meeting because of less members than stated 
minimum number in this By-Law , the remaining 
members shall invite for Ordinary General Assembly 
Meeting to be held within (60) days to vote and elect 
enough members. 

 
3- By Capital Market Authority resolution the Ordinary 

General Assembly Meeting shall be invited to be 
held in case Board members less than minimum. 

 
 
 
4- No any one shall act as proxy to Board member in 

meeting and exeptional for Board members to 
attend as proxy instead of other member. 

 
5- Resolutions of the Board shall be adopted by the 

majority votes of the members attending or 
represented in the meeting. In case of a tie, the 
Chairman shall have the casting vote.  
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تسسسسسساوي الآرا  يسسسسسرج  الجانسسسسسل السسسسسذي صسسسسسون 
 . الجلسكمع  رئي   

 فسسسسسسسي القسسسسسسسراران يصسسسسسسسير أ  اميارا لمجلسسسسسسس  -6
 الأ ضسسسسسسا   لسسسسسسم بعرضسسسسسس ا العاجلسسسسسسك الأمسسسسسسور
 -كتابسسسك– الأ ضسسسا  أحسسسي ي لسسسل لسسسا مسسسا متفسسسرقي 
 يسسسسسذه وفسسسسسي في سسسسسا، للمياولسسسسسك المجلسسسسس  اجتمسسسسسان
المجلسسسس    لسسسسم القسسسسراران يسسسسذه تعسسسسرا الحالسسسسك

 . ل  تال   اجتمان أول في

6- In urgent cases, the Board may adopt resolutions by 
circulation unless one Board member requests a 
meeting for deliberations on such a resolution, in 
which case such resolutions shall be laid before the 
Board in its first following meeting. 

  
 Article (23) – Minutes of Meetings المادة الثالثة والعشرون: مداولات المجلس: 

  
فسسسسسسي محاضسسسسسسر  وقراراتسسسسسس ت بسسسسسسن مسسسسسسياو ن المجلسسسسسس  

يوقع سسسسسسسا رئسسسسسسسي  الجلسسسسسسسسك وأ ضسسسسسسسا  مجلسسسسسسس  اميارا 
الحاضسسسسرو  وأمسسسسي  السسسسسر. وتسسسسيو  يسسسسذه المحاضسسسسر فسسسسي 
سسسسسسجل  سسسسسا  يوقعسسسسس  رئسسسسسي  مجلسسسسس  اميارا وأمسسسسسي  

 السر. 

Deliberations and resolutions of the Board shall be 
recorded in the form of minutes to be signed by the 
Chairman, Board members in attendance and the 
Secretary. The minutes shall be entered in a special 
register to be signed by the Chairman and the 
Secretary. 

  
وتعارض    المادة الرابعة والعشرون: الاتفاقيات والعقود

 : المصالح ومنافسة الشركة
Article (24) – Agreements & Contracts, 
Conflict of Interest and Competition. 

  
  سسسسسيا  لسسسسسم الحصسسسسسول بعسسسسسي – للتسسسسسركك يحسسسسس  -1

 أ  – السسسسسعويي العربسسسسي النقسسسسي مؤسسسسسسك ممانعسسسسك
 تسسسسركك مسسسسم الفنيسسسسك ال سسسسيمان ميارا اتفاقيسسسسك تعقسسسسي

 مجسسسسسال فسسسسسي المؤيلسسسسسك التسسسسسركان مسسسسس  أك سسسسسر أو
 .الت مي 

  يجسسسسسوز أ  يكسسسسسو  لعضسسسسسو مجلسسسسس  اميارا أي  -2
مصسسسلحك مباتسسسرا أو غيسسسر مباتسسسرا فسسسي الأ مسسسسال 
والعقسسسسسسسوي التسسسسسسسي تسسسسسسستا لحسسسسسسسسال التسسسسسسسركك إ  
بتسسسسر ي  مسسسس  الجمعيسسسسك العامسسسسك العاييسسسسك، و لسسسسم 

 لسسسس  بمسسسسا المجلسسسس  يبلسسسس  أ  ضسسسو مجلسسسس  اميارا 
 فسسسسسي مباتسسسسسرا غيسسسسسر أو مباتسسسسسرا مصسسسسسلحك مسسسسس 

 التسسسسركك، لحسسسسسال تسسسستا التسسسسي والعقسسسسوي الأ مسسسسال
 . ا جتمان محضر في التبلي  يذا  وي بن

 فسسسسسسسي ا تسسسسسسسترال العضسسسسسسسو ل سسسسسسسذا يجسسسسسسسوز   -3
 يسسسذا فسسسي يصسسسير السسسذي القسسسرار  لسسسم التصسسسوين
 وجمعيسسسسسسسسسان اميارا مجلسسسسسسسسس  فسسسسسسسسسي التسسسسسسسس  
 .المسايمي 

 العامسسسسسك الجمعيسسسسسك اميارا مجلسسسسس  رئسسسسسي  يبلسسسسس   -4
 والعقسسسسوي الأ مسسسسال  سسسس  انعقاييسسسسا  نسسسسي العاييسسسسك
 مصسسسسلحك المجلسسسس  أ ضسسسسا  لأحسسسسي يكسسسسو  التسسسسي

 التبليسسسس  ويرافسسسس  في سسسسا، مباتسسسسرا غيسسسسر أو مباتسسسسرا

1- Subject to obtaining a NOC letter from SAMA, the 
Company may, enter into technical services 
contracts with one or more companies duly qualified 
in insurance business.  

 
2- Members of the Board of Directors must not have 

direct or indeirect interest in the company 
businesses of contracts unless after approval from 
Ordinary General Assembly and the Board member 
to inform the Board what he has as regard to direct 
or indirect interest in the company business and 
shall be recorded and written in minutes of 
meetings. 

 
 
 
 
 
3- Board member may not participate in voting on the 

resolution to be adopted in this respect in any Board 
meeting or sharholders General Assembly.  

 
 
4- The Chairman shall notify the Ordinary General 

Assembly, when convened, of the transactions and 
contracts wherein a Board member may have a 
direct or indirect, and shall attach to such notification 
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 التسسسسركك حسسسسسابان مراجسسسسم مسسسس   سسسسا  تقريسسسسر
 .ال ارجي

  سسسس  امفصسسسسا،  سسسس  المجلسسسس   ضسسسسو ت لسسسس  إذا  -5
 مصسسسسسلحك ذي لكسسسسل أو للتسسسسركك جسسسساز مصسسسسلحت ،
 الم تصسسسسسسك القضسسسسسسائيك الج سسسسسسك أمسسسسسساا الم البسسسسسسك
 ربسسسس  أي بسسسس يا  العضسسسسو إلسسسسزاا أو العقسسسسي بمب سسسسال

 .ذلل م  ل   تحققن منفعك أو
تقسسسسسم المسسسسسسؤوليك  سسسسس  الأضسسسسسرار الناتجسسسسسك مسسسسس   -6

( 1الأ مسسسال والعقسسسسوي المتسسسسار إلي سسسسا فسسسسي الفقسسسسرا )
مسسسسسس  يسسسسسسذه المسسسسسسايا  لسسسسسسم العضسسسسسسو صسسسسسساحل 
المصسسسسلحك مسسسس  العمسسسسل أو العقسسسسي، وكسسسسذلل  لسسسسم 
أ ضسسسسسسسسا  مجلسسسسسسسس  اميارا، إذا تمسسسسسسسسن تلسسسسسسسسل 
الأ مسسسال والعقسسسوي بالم الفسسسك لأحكسسساا تلسسسل الفقسسسرا 

 لسسسسم  أو إذا  بسسسسن أن سسسسا غيسسسسر  ايلسسسسك، أو تن سسسسوي
تعسسسسسسسسسسارا مصسسسسسسسسسسال  وتلحسسسسسسسسسس  الضسسسسسسسسسسرر 

 بالمسايمي .  
يعفسسسسسسم أ ضسسسسسسا  مجلسسسسسس  اميارا المعارضسسسسسسو   -7

للقسسسسرار مسسسس  المسسسسسؤوليك متسسسسم أ بتسسسسوا ا تراضسسسس ا 
صسسسسسسراحك فسسسسسسي محضسسسسسسر ا جتمسسسسسسان، و  يعسسسسسسي 
الغيسسسسال  سسسس  حضسسسسور ا جتمسسسسان السسسسذي يصسسسسير 
فيسسس  القسسسرار سسسسببا  لا فسسسا  مسسس  المسسسسؤوليك إ  إذا 

بسسسالقرار أو لسسسا   بسسسن أ  العضسسسو الغائسسسل لسسسا يعلسسسا
 يتمك  م  ا  تراا  لي  بعي  لم  ب . 

  يجسسسسسسوز لعضسسسسسسو مجلسسسسسس  اميارا أ  يتسسسسسسترل  -8
فسسسي أي  مسسسل مسسس  تسسس ن  منافسسسسك التسسسركك، أو أ  
ينسسسساف  التسسسسركك فسسسسي أحسسسسي فسسسسرون النتسسسسا  السسسسذي 
تزاولسسسسس ؛ وإ  كسسسسسا  للتسسسسسركك أ  ت البسسسسس  أمسسسسساا 
الج سسسسسسسسك القضسسسسسسسسائيك الم تصسسسسسسسسك بسسسسسسسسالتعويا 

    لسسسم تسسسر ي  المناسسسسل، مسسسا لسسسا يكسسس  حاصسسس 
يجسسسسيي  –سسسسساب  مسسسس  الجمعيسسسسك العايمسسسسك العاييسسسسك 

 يسم  ل  القياا بذلل. –كل سنك 

a special report prepared by the Company’s external 
auditors.  

 
5- If the Board member fails to make the aforesaid 

disclosure, the Company or any interested person 
may apply to the competent court to nullify the 
contract or to order the relevant member to return 
any profit or benefit he obtained from such 
contract(s). 

6- The responsibility of raised damage from 
businesses and contracts mentioned in article (1)  

 
of this item on a member who has interest on the 
business or contract, also the Board members shall 
if thses business and contracts been done breach 
article provision or if unfair, or seem conflict with 
interests and case damage to sharholders. 
 
 
 
7- Board members whom has objection on the 

resolution will be dispensed from responsibility 
when prove their objection in minutes of 
meetings, absence of meeting  when resolution 
issued as case of ending of responsibility unless 
a prove that absent member not aware of the 
resolution or not be able to reject after his 
awareness. 

 
8- The Board member shall not participate in any 

business which may rise competition to the 
company, or compete the company in one of its 
activity, unless otherwise the company will sue for 
compensation in jurisdiction authorities, unless 
has got adequate license or approval from the 
Ordinary General Assembly – renewed annually 
to perform the business. 

 
 
 

 
 

 PART V الباب الخامس 
 SHAREHOLDERS ASSEMBLIES جمعيات المساهمين: 

  
 Article (25) – General Assembly المادة الخامسة والعشرون: حضور الجمعيات: 
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 تم سسسسل صسسسسحيحا   تكوينسسسسا   المكونسسسسك العامسسسسك الجمعيسسسسك -1
 التسسسسي الميينسسسسك فسسسسي وتنعقسسسسي المسسسسسايمي ، جميسسسسم

 . للتركك الرئي  المركز  في ا يقم
 حضسسسور حسسس  أسسسس م   سسسيي كسسسا  أيسسسا   مسسسسايا لكسسسل  -2

 أ  ذلسسسسل فسسسسي ولسسسس  للمسسسسسايمي  العامسسسسك الجمعيسسسسان
 أ ضسسسسا  غيسسسسر مسسسس  آ سسسسر ت صسسسسا    نسسسس  يوكسسسسل
 حضسسسسور فسسسسي التسسسسركك  سسسساملي أو اميارا مجلسسسس 

 اجتما سسسسسسان  قسسسسسسي ويجسسسسسسوز العامسسسسسسك، الجمعيسسسسسسك
 واتسسسسسسسسترال للمسسسسسسسسسايمي  العامسسسسسسسسك الجمعيسسسسسسسسان
  لسسسسسسم والتصسسسسسسوين مسسسسسسياو ت ا فسسسسسسي المسسسسسسسايا
 الحيي سسسسسسك التقنيسسسسسسك وسسسسسسسائل بواسسسسسسس ك قرارت سسسسسسا
ييئسسسسك السسسسسو    تضسسسسع ا التسسسسي الضسسسسواب  بحسسسسسل
 .الماليك

1- The duly constituted General Assembly represents 
all Shareholders, and shall be held in the city where 
the head office of the Company is located. 

  
2- Each Shareholder shall have the right to attend a 

General Meeting irrespective of the number of the 
Shares owned by that Shareholder. Each 
Shareholder may appoint any person, other than the 
members of the Board or employees of the 
Company, to attend the General Assembly on its 
behalf. A Shareholder may participate in the General 
Assembly’s deliberations and vote on its resolutions 
via modern technology in accordance with the 
controls set out by the concerned authorities. 

  
 Article (26) – Constituent General المادة السادسة والعشرون: الجمعية التأسيسية: 

Assembly 
  

  قسسسسي إلسسسسم المكتتبسسسسي  جميسسسسم المؤسسسسسسو  يسسسسي و -1
 وأربعسسسسي   مسسسسسك( 45)  سسسس ل ت سيسسسسسيك جمعيسسسسك

 الأسسسسس ا، فسسسسي ا كتتسسسسال قفسسسسل تسسسساريا مسسسس  يومسسسسا  
 لسسسم أ  تقسسسل المسسسيا بسسسي  تسسساريا السسسي وا وتسسساريا 

  ترا أياا.   ا نعقاي  
 حسسسس  - أسسسسس م   سسسسيي كسسسسا  أيسسسسا   - مكتتسسسسل لكسسسسل -2

 لصسسسسحك ويتسسسستر . الت سيسسسسسيك الجمعيسسسسك حضسسسسور
 يم سسسسل المكتتبسسسسي  مسسسس   سسسسيي حضسسسسور ا جتمسسسسان

 لسسسسسا فسسسسسمذا. الأقسسسسسل  لسسسسسم المسسسسسال رأ ( نصسسسسس )
 إلسسسسسم ي سسسسسوا وج سسسسسن النصسسسسسال، يسسسسسذا يتسسسسسوافر
  تسسسسسر  مسسسسسسك( 15) بعسسسسسي يعقسسسسسي  سسسسسا    اجتمسسسسسان

 ومسسسم. إليسسس  السسسي وا توجيسسس  مسسس  الأقسسسل  لسسسم يومسسسا  
 بعسسسسسي ال سسسسساني ا جتمسسسسسان يعقسسسسسي أ  يجسسسسسوز ذلسسسسسل،
  نعقسسسسساي المحسسسسسييا المسسسسسيا انت سسسسسا  مسسسسس  سسسسسسا ك

 السسسسسسي وا تتضسسسسسسم  أ  ويجسسسسسسل الأول، ا جتمسسسسسسان
  سسسس  ام سسسس   يفيسسسسي مسسسسا الأول ا جتمسسسسان لعقسسسسي

 جميسسسسسم وفسسسسسي. ا جتمسسسسسان يسسسسسذا  قسسسسسي إمكانيسسسسسك
ا صسسسسحيحا   ال سسسساني ا جتمسسسسان يكسسسسو  الأحسسسسوال،  أيسسسس 

 .في  المم لي  المكتتبي   يي كا 

1- Founders shall call for a Constituent General 
Assembly within forty five (45) days from the 
subscription closing date, and each Shareholder 
shall have the right to attend the Constituent 
General Assembly irrespective of the number of the 
Shares owned by it.  

 
2- The meeting of the Constituent General Assembly 

shall be valid only if attended by Shareholders 
representing at least fifty percent (50%) of the 
Company’s capital. If such quorum cannot be 
attained at the first meeting, a second meeting shall 
be called for within fifteen (15) days from the date 
of invitation thereto. However, the second meeting 
may, if so stated in the original invitation, be held 
after the lapse of one hour from the time fixed for 
the first meeting. In all cases the second meeting 
shall be deemed quorate regardless of the number 
of the Shareholders represented therein. 

  
المادة السابعة والعشرون: اختصاصات الجمعية  

 التأسيسية: 
Article (27) – Powers of the Constituent 
General Assembly 

  
 The Constituent General Assembly shall be competent الآتيك:ر  ت ت  الجمعيك الت سيسيك بالأمو

to address the following matters: 
  

التحقسسس  مسسس  ا كتتسسسال بكسسسل أسسسس ا التسسسركك ومسسس   . أ
الوفسسسسا  بالحسسسسي الأينسسسسم مسسسس  رأ  المسسسسال وبالقسسسسير 

A. Ascertain that the capital of the Company has 
been fully subscribed for and the minimum 
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وفقسسسسسا  لأحكسسسسساا  المسسسسسستح  مسسسسس  قيمسسسسسك الأسسسسسس ا
 .الن اا

 المياولك في تقرير تقويا الحص  العينيك. .ل

capital requirement has been met as per 
authorized regulation; 

B. Discussion on benefits share assessment Report. 

 التسسسسسسركك لن سسسسسساا الن ائيسسسسسسك النصسسسسسسو  إقسسسسسسرار . 
ي ل إ   لسسسسسم الأسسسسسسا ،  جويريسسسسسك تعسسسسسيي ن تسسسسسأ

 بموافقسسسسسك إ   لي سسسسسا المعسسسسسروا الن سسسسساا  لسسسسسم
 .في ا المم لي   المكتتبي   جميم

C. Adopt the final text of the Company’s By-laws. 
However, the Assembly may not make any 
material changes to the By-laws without the 
consent of all subscribers represented thereat. 

 لمسسسسيا للتسسسسركك إيارا مجلسسسس  أول أ ضسسسسا  تعيسسسسي  .ي
 قسسسسي يكونسسسسوا لسسسسا إذا سسسسسنوان  مسسسس   تتجسسسساوز  

 ن ام سسسا فسسسي أو التسسسركك ت سسسسي   قسسسي فسسسي  أينسسسوا
 .الأسا 

 الأ مسسسسال  سسسس  المؤسسسسسسي  تقسسسسارير فسسسسي لسسسسكوالميا .ه
 التسسسسسسركك، ت سسسسسسسي  اقتضسسسسسسايا التسسسسسسي والنفقسسسسسسان

 التجسسسسسسسسسارا لسسسسسسسسسوزارا ويجسسسسسسسسسوز. وإقسسسسسسسسسراره
 أ  الماليسسسسسك السسسسسسو   يئسسسسسكل وكسسسسسذلل وا سسسسسست مار،

 مراقبسسسسسسا   بوصسسسسسسف ( أك سسسسسسر أو) منسسسسسسيوبا   توفسسسسسسي
 للت كسسسسسي للتسسسسسركك؛ الت سيسسسسسسك الجمعيسسسسسك لحضسسسسسور

 .الن اا أحكاا  ت بي  م 

D. Appoint the members of the Company’s first 
Board of Directors for a term of not more than 
three (3) years, unless they have been appointed 
in the company’s contract or By-laws. 

E. Discussion on the Founders’ report on the 
formalities and expenses incurred for the 
incorporation of the Company. Minister of  
Commerce and Investment and CMA shall 
delegate a representative (or more) as auditor 
to attend Constituent General Assembly 
meeting to verify regulation being applied 
therefor.  

  

  

  
المادة الثامنة والعشرون: اختصاصات الجمعية العامة  

 :العادية
Article (28) – Ordinary General 
Assembly 

  
فيمسسسسا  سسسسيا الأمسسسسور التسسسسي ت سسسست  ب سسسسا الجمعيسسسسك العامسسسسك 
غيسسسسر العاييسسسسك، ت سسسست  الجمعيسسسسك العامسسسسك العاييسسسسك بجميسسسسم 

المتعلقسسسك بالتسسسركك وتنعقسسسي مسسسره  لسسسم الأقسسسل فسسسي الأمسسسور 
السسسسنك  سسس ل السسسستك أتسسس ر التاليسسسك  نت سسسا  السسسسنك الماليسسسك 
للتسسسسسسركك، ويجسسسسسسوز السسسسسسي وا لجمعيسسسسسسان  امسسسسسسك  اييسسسسسسك 

  .أ را ل جتمان كلما ي ن الحاجك إلم ذلل

Except for the matters reserved for the Extraordinary 
General Assembly, the Ordinary General Assembly 
shall be in charge of all matters concerning the 
Company. The Ordinary General Assembly shall be 
convened at least once a year within the six (6) months 
following the end of the Company's fiscal year. 
Additional Ordinary General Assembly meetings may 
be convened whenever needed.  

  
المادة التاسعة والعشرون: اختصاصات الجمعية العامة  

 غير العادية: 
Article (29) – Extraordinary General 
Assembly 

  
ت سسسست  الجمعيسسسسك العامسسسسك غيسسسسر العاييسسسسك بتعسسسسييل ن سسسساا 

المح سسسسسور  لي سسسسسا التسسسسركك الأسسسسسسا ، باسسسسسست نا  الأحكسسسساا 
تعسسسسييل ا ن امسسسسا ، ول سسسسا أ  تصسسسسير قسسسسراران فسسسسي الأمسسسسور 
اليا لسسسسك فسسسسي ا تصسسسسا  الجمعيسسسسك العامسسسسك العاييسسسسك وذلسسسسل 
بسسسسسنف  التسسسسسرو  والأوضسسسسسان المقسسسسسررا للجمعيسسسسسك العامسسسسسك 

 العاييك.

The Extraordinary General Assembly shall have the 
power to amend the Company’s By-Laws, except for 
such provisions as may be impermissible to be 
amended under the law. Furthermore, the 
Extraordinary General Assembly may pass resolutions 
on matters falling within the competence of the 
Ordinary General Assembly under the same conditions 
applicable to the latter. 
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 Article (30) – Invitations to General المادة الثلاثون: دعوة الجمعيات:
Assemblies 

  
 ال اصسسسسسسسسسك أو العامسسسسسسسسسك الجمعيسسسسسسسسسان تنعقسسسسسسسسسي -1

 و لسسسسم اميارا، مجلسسسس  مسسسس  بسسسسي وا للمسسسسسايمي 
 العامسسسسسسسك الجمعيسسسسسسسك يسسسسسسسي و أ  اميارا مجلسسسسسسس 
 مراجسسسسسسم ذلسسسسسسل  لسسسسسسل إذا ل نعقسسسسسساي العاييسسسسسسك

 مسسسسس   سسسسسيي أو المراجعسسسسسك لجنسسسسسك أو الحسسسسسسابان
  لسسسسم المسسسسال رأ  مسسسس %( 5) يم سسسسل المسسسسسايمي 

 ي سسسسسسوا الحسسسسسسسابان لمراجسسسسسسم ويجسسسسسسوز. الأقسسسسسسل
 بسسسسي وا المجلسسسس  يقسسسسا لسسسسا إذا ل نعقسسسساي الجمعيسسسسك
 تسسسساريا مسسسس  يومسسسسا      سسسسي ( 30)  سسسس ل الجمعيسسسسك

 . الحسابان مراجم  لل
يجسسسسوز بقسسسسرار مسسسس  ييئسسسسك السسسسسو  الماليسسسسك ي سسسسوا  -2

ك ل نعقسسسساي فسسسسي الحسسسسا ن الجمعيسسسسك العامسسسسك العاييسسسس 
 الآتيك: 
إذا انقضسسسسسن المسسسسسيا المحسسسسسييا ل نعقسسسسساي  . أ

) سسسس ل الأتسسسس ر السسسسسن التاليسسسسك  نت سسسسا  
 السنك الماليك للتركك( يو  أنعقاييا. 

إذا نقسسسس   سسسسيي أ ضسسسسا  مجلسسسس  اميارا  .ل
    الحي الأينم لصحك انعقايه. 

 . إذا تبسسسسسسسي  وجسسسسسسسوي م الفسسسسسسسان لأحكسسسسسسساا 
الن سسسسسسساا أو ن سسسسسسساا التسسسسسسسركك الأسسسسسسسسا ، أو 

 وقون  لل في إيارا التركك. 
ي. إذا لسسسسسا يوجسسسسس  المجلسسسسس  السسسسسي وا  نعقسسسسساي 
الجمعيسسسك العامسسسك  سسس ل  مسسس   تسسسرا يومسسسا  
مسسسسس  تسسسسساريا  لسسسسسل مراجسسسسسم الحسسسسسسابان أو 
لجنسسسسسك المراجعسسسسسك أو  سسسسسيي مسسسسس  المسسسسسسايمي  

 الأقل. %( م  رأ  المال  لم 5يم ل )
 

%( مسسسس  2يجسسسسوز لعسسسسيي مسسسس  المسسسسسايمي  يم سسسسل ) -3
رأ  المسسسال  لسسسم الأقسسسل  تقسسسييا  لسسسل إلسسسم ييئسسسك 
السسسسسو  الماليسسسسك لسسسسي وا الجمعيسسسسك العامسسسسك العاييسسسسك 
ل نعقسسسسسسسسساي، إذا تسسسسسسسسسوافر أي مسسسسسسسسس  الحسسسسسسسسسا ن 

( مسسسس  يسسسسذه 2المنصسسسسو   لي سسسسا فسسسسي الفقسسسسرا )
المسسسسسايا. و لسسسسسم ييئسسسسسك السسسسسسو  الماليسسسسسك توجيسسسسس  

   سسسي  يومسسسا  مسسس  تسسساريا السسسي وا ل نعقسسساي  سسس ل 
تقسسسسسييا  لسسسسسل المسسسسسسايمي ،  لسسسسسم أ  تتضسسسسسم  
السسسسسسي وا جسسسسسسيو   ب  مسسسسسسال الجمعيسسسسسسك والبنسسسسسسوي 

 الم لول أ  يواف   لي ا المسايمو . 

1- The Board of Directors shall call for a General 
Assembly if requested by the auditor, audit 
committee or a number of Shareholders holding or 
representing at least five per cent (5%) of the share 
capital. The auditor may call for the General 
Assembly in case the Board fails to do so within 
thirty (30) days from the auditor’s request. 

 
2- The Ordinary General Assembly will be held when 

invited by Capital Market Authority resolution in the 
following cases : 

 
A- If the period to held a meeting ended (during the 

following six months to the company fisical year) 
without helidng any meetings. 

 
B. If the Board members are less than the minimum to 

held any meeting. 
 
C. If appeare there are violation to regulatory provision 

or the company By-Law or there is failure in the 
company’s management. 

D. If the Board don’t invite for helding Gneral Assembly 
Meeting during (15) days from the Auditors and 
Audit Committee request or at least shareholder 
number represent (5%) of capital. 

 
3- Some of sharholder shall at least represent (2%) of 

capital request Capital Market Authority to invite 
Ordinary General Assmbly meeting to be held, if 
there are any of the mentioned cases in article (2) 
of this item. Capital Market Auhtoity shall invite for 
a meeting during (30) days from the shareholder 
rquest date, and must include General Assembly 
agenda and items to be agreed and approved by 
shareholders. 

  

  
 فسسسسسي وجسسسسسيول الأ مسسسسسال  السسسسسي وا يسسسسسذه تنتسسسسسر -4

 في سسسسا التسسسسي المن قسسسسك فسسسسي تسسسسوزن يوميسسسسك صسسسسحيفك
 المحسسسسيي الميعسسسساي قبسسسسل السسسسرئي  التسسسسركك مركسسسسز
  لسسسسم واحسسسسي و تسسسسري  يسسسسوا ( 21)بسسسسس  نعقسسسساي
 وجسسسسيول السسسسي وا مسسسس  صسسسسورا وترسسسسسل الأقسسسسل

وزارا التجسسسسسسسارا وا سسسسسسسست مار،  إلسسسسسسسم الأ مسسسسسسسال

4- The invitation for the Assembly shall be published in 
a daily newspaper circulated in the city where the 
head office of the Company is located, at least 
twenty one (21) days prior to the date set for 
Assembly. A copy of the invitation shall be sent to 
Ministery of Commerce and Investment, CMA. Also 
it shall be sufficient to send a notice to each 
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 ومسسسم. الماليسسسك السسسسو  ييئسسسك وكسسسذلل صسسسورا إلسسسم
 فسسسسسي السسسسسي وا بتوجيسسسسس  ا كتفسسسسسا  يجسسسسسوز ذلسسسسسل

 المسسسسسسسايمي  جميسسسسسسم إلسسسسسسم المسسسسسسذكور الميعسسسسسساي
 السسسي وا مسسس  صسسسورا وترسسسسل. مسسسسجلك ب  ابسسسان
 الماليسسسسسك السسسسسسو  ييئسسسسسك إلسسسسسم الأ مسسسسسال وجسسسسسيول

 .للنتر المحييا الميا   ل وذلل

Shareholder by registered mail during the period 
specified in this paragraph. A copy of the notice and 
the agenda shall be sent to the CMA within the 
period specified for publication. 

  
 Article (31) – Register of Attendance المادة الحادية والثلاثون: سجل حضور الجمعيات: 

  
يسسسسسسسجل المسسسسسسسايمو  السسسسسسذي  يرغبسسسسسسو  فسسسسسسي حضسسسسسسور 
الجمعيسسسسسسك العامسسسسسسك أو ال اصسسسسسسك أسسسسسسسمائ ا فسسسسسسي مركسسسسسسز 

 التركك الرئيسي قبل الوقن المحيي  نعقاي الجمعيك.

A Shareholder wishing to attend a general or special 
assembly shall register its name in the register 
maintained in the Company’s head office before the 
time fixed for the meeting. 

 
 
 

 

المادة الثانية والثلاثون: نصاب اجتماع الجمعية العامة  
 العادية:

Article (32 ) – Quorum for the Ordinary 
General Assembly 

  
 العاييسسسسسسك العامسسسسسسك الجمعيسسسسسسك انعقسسسسسساي يكسسسسسسو    -1

 يم لسسسسسسسو  مسسسسسسسسايمو  حضسسسسسسسر إذا إ  صسسسسسسسحيحا  
 .الأقل  لم التركك مال رأ  نص 

السسسس زا لعقسسسسسي اجتمسسسسسان  النصسسسسسال يتسسسسسوفر لسسسسا إذا -2
( مسسسس  1) وفسسسس  الفقسسسسرا الجمعيسسسسك العامسسسسك العاييسسسسك

  سسسا  اجتمسسسان إلسسسم السسسي وا وج سسسن ،المسسسايايسسسذه 
 ل جتمسسسسسان التاليسسسسسك يومسسسسسا   ال   سسسسسي   سسسسس ل يعقسسسسي

 بال ريقسسسسسسسك السسسسسسسي وا يسسسسسسذه وتنتسسسسسسسر. السسسسسسساب 
 يسسسسذا مسسسس ( 30) المسسسسايا فسسسسي  لي سسسسا المنصسسسسو 

 ا جتمسسسسسان يأعقسسسسسي أ  يجسسسسسوز ذلسسسسسل ومسسسسسم الن سسسسساا
 المحسسسسييا المسسسسيا انت سسسسا  مسسسس  سسسسسا ك بعسسسسي ال سسسساني

 تتضسسسسسسم  أ  بتسسسسسسر  الأول ا جتمسسسسسسان  نعقسسسسسساي
 ام سسسس   يأفيسسسسي مسسسسا الأول ا جتمسسسسان لعقسسسسي السسسسي وا
 جميسسسسم وفسسسسي ا جتمسسسسان، يسسسسذا  قسسسسي إمكانيسسسسك  سسسس 

 أيسسسسا   صسسسسحيحا   ال سسسساني ا جتمسسسسان يكسسسسو  الأحسسسسوال
 . في  المم لك الأس ا  يي كا 

1- A meeting of the Ordinary General Assembly shall 
be valid only if attended by Shareholders 
representing at least (50%) of the Company’s 
capital.  

 
2- If such quorum cannot be attained at the Ordinary 

General Assembly, a second meeting shall be 
convened within the following thirty (30) days. 
Invitation for the meeting shall be published in the 
manner stipulated by Article (30) of the Company's 
By-Laws. However, the second meeting may, if so 
stated in the original invitation, be held after the 
lapse of one hour from the time fixed for the first 
meeting, in all cases the second meeting is correct 
if there are any of representing share.  

  
المادة الثالثة والثلاثون: نصاب اجتماع الجمعية العامة  

 غير العادية: 
Article (33) – Quorum for the 
Extraordinary General Assembly 

  
 العاييسسسسك غيسسسسر العامسسسسك الجمعيسسسسك انعقسسسساي يكسسسسو    -1

 يم لسسسسسسو  مسسسسسسسايمو  حضسسسسسسره إذا إ  صسسسسسسحيحا  
 رأ  مسسسس ( المائسسسسك فسسسسي وسسسسستو   مسسسسسك%  65)

 .الأقل  لم التركك مال
لعقسسسسي اجتمسسسسان الجمعيسسسسك  النصسسسسال يتسسسسوفر لسسسسا إذا -2

( مسسس  يسسسذه 1العامسسسك غيسسسر العاييسسسك وفسسس  الفقسسسرا )

1- A meeting of the Extraordinary General Assembly 
shall be valid only if attended by Shareholders 
representing at least 65% of the Company’s capital.  

 
 
2- If such quorum cannot be attained at the 
Extraordinary General Assembly, a second meeting 
shall be convened in the same manner set out in Article 
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  سسسسسا ، اجتمسسسسسان إلسسسسسم السسسسسي وا وج سسسسسن المسسسسسايا. 
 المسسسسايا فسسسسي  لي سسسسا المنصسسسسو  الأوضسسسسان بسسسسنف 

 يأعقسسسسسسي أ  ويجسسسسسسوز. الن سسسسسساا يسسسسسسذا مسسسسسس ( 30)
 المسسسسيا انت سسسسا  مسسسس  سسسسسا ك بعسسسسي ال سسسساني ا جتمسسسسان
 أ  بتسسسسسسر  الأول ا جتمسسسسسسان  نعقسسسسسساي المحسسسسسسييا
 يأفيسسسسي مسسسسا الأول ا جتمسسسسان لعقسسسسي السسسسي وا تتضسسسسم 
 وفسسسي ا جتمسسسان، يسسسذا  قسسسي إمكانيسسسك  سسس  ام سسس  
 ال سسسسسساني ا جتمسسسسسسان يكسسسسسسو  الأحسسسسسسوال جميسسسسسسم

 المسسسسسسسايمي  مسسسسسس   سسسسسسيي حضسسسسسسره إذا صسسسسسسحيحا  
 .الأقل  لم المال رأ ( ربم)  يم لو 

 ا جتمسسسسان فسسسسي السسسس زا النصسسسسال يتسسسسوافر لسسسسا إذا -3
 ينعقسسسي  السسس  اجتمسسسان إلسسسم ي سسسوا وج سسسن ال سسساني،

 المسسسايا فسسسي  لي سسسا المنصسسسو  نفسسسس ا بالأوضسسسان
 ا جتمسسسسسسان ويكسسسسسسو  الن سسسسسساا، يسسسسسسذا مسسسسسس ( 30)

 المم لسسسك الأسسسس ا  سسسيي كسسسا  أيسسسا   صسسسحيحا   ال السسس 
 ييئك السو  الماليك.  موافقك بعي في ،

(30) of the Company’s By-laws. However, the second 
meeting may, if so stated in the original invitation, be 
held after the lapse of one hour from the time fixed for 
the first meeting. In all cases the second meeting shall 
be deemed quorate if attended by Shareholders 
representing at least twenty five per cent (25%) of the 
Company’s capital.  
 
 
 
 
 
 
3- If such quorum cannot be attained at the second 

meeting, a third meeting shall be convened in the 
same manner set out in Article (30) of the 
Company’s By-laws. In all cases the third meeting 
shall be deemed quorate regardless of the number 
of the Shareholders represented therein, subject to 
approval of the Capital Market Authority. 

  
 Article (34) – Voting Rights المادة الرابعة والثلاثون: التصويت في الجمعيات: 

  
تحسسسسسل الأصسسسسوان فسسسسي الجمعيسسسسك الت سيسسسسسيك والجمعيسسسسان 
العامسسسك العاييسسسك وغيسسسر العاييسسسك  لسسسم أسسسسا  صسسسون لكسسسل 

اسسسسسسست ياا التصسسسسسسوين التراكمسسسسسسي فسسسسسسي سسسسسسس ا. ويجسسسسسسل 
انت سسسسال مجلسسسس  اميارا، بحيسسسس    يجسسسسوز اسسسسست ياا حسسسس  
التصسسسسوين للسسسسس ا أك سسسسر مسسسس  مسسسسرا واحسسسسيا. و  يجسسسسوز 
لأ ضسسسسسسا  مجلسسسسسس  اميارا ا تسسسسسسترال فسسسسسسي التصسسسسسسوين 
 لسسسم قسسسراران الجمعيسسسك التسسسي تتعلسسس  بسسسمبرا  ذمم سسسا مسسس  
المسسسسسؤوليك  سسسس  إيارا التسسسسركك أو التسسسسي تتعلسسسس  بمصسسسسلحك 

 و غير مباترا ل ا.مباترا أ

Votes at the meetings of Constituent, Ordinary and 
Extraordinary General Assemblies shall be counted on 
(one share-one vote) basis. Members of the Board of 
Directors shall be appointed by the way of cumulative 
voting, where only one vote can be used per each 
share. A Board member may not participate in any vote 
regarding its release from the responsibility for the 
management of the Company, or regarding any of its 
direct or indirect interest(s). 

  
 ’Article (35) – Shareholders Assemblies ت: المادة الخامسة والثلاثون: قرارات الجمعيا

Resolutions 
  

تصسسسسسير القسسسسسراران فسسسسسي الجمعيسسسسسك الت سيسسسسسسيك بالأغلبيسسسسسك 
الم لقسسسسسسك ل سسسسسسس ا المم لسسسسسسك في سسسسسسا، وتصسسسسسسير قسسسسسسراران 
الجمعيسسسسسك العامسسسسسك العاييسسسسسك بالأغلبيسسسسسك الم لقسسسسسك ل سسسسسس ا 
المم لسسسسك فسسسسي ا جتمسسسسان ومسسسسم ذلسسسسل فمنسسسس  إذا تعلقسسسسن يسسسسذه 
القسسسسراران بتقيسسسسيا مزايسسسسا  اصسسسسك لزمسسسسن موافقسسسسك أغلبيسسسسك 
المكتتبسسسي  بالأسسسس ا التسسسي تم سسسل ) ل سسسي( الأسسسس ا المسسسذكورا 
بعسسسسي اسسسسستبعاي مسسسسا اكتتسسسسل بسسسس  المسسسسستفييو  مسسسس  المزايسسسسا 
ال اصسسسسك، وتصسسسسير القسسسسراران فسسسسي الجمعيسسسسك العامسسسسك غيسسسسر 
العاييسسسسك ب غلبيسسسسك  ل سسسسي الأسسسسس ا المم لسسسسك فسسسسي ا جتمسسسسان إ  

تعلقسسسسا  بزيسسسسايا أو بت فسسسسيا رأ  المسسسسال إذا كسسسسا  القسسسسرار م

Resolutions of the Constituent General Assembly and 
Ordinary General Assembly shall be adopted by an 
absolute majority vote of the shares represented 
thereat. However, if a resolution relates to granting 
special benefits, a majority of the subscribers of cash 
shares is needed such that they represent at least two 
thirds (2/3) of the mentioned shares after discounting 
the special benefits subscribed for. Resolutions of the 
Extraordinary General Assembly shall be adopted by a 
majority vote of two thirds of the shares represented at 
the meeting. However, if the resolution to be adopted 
is related to increasing or reducing the capital, 
extending the Company’s period, dissolving the 
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أو بم السسسسك مسسسسيا التسسسسركك أو بحسسسسل التسسسسركك قبسسسسل المسسسسيا 
المحسسسسييا فسسسسي ن ام سسسسا أو بميماج سسسسا فسسسسي تسسسسركك أو فسسسسي 
مؤسسسسسسسك أ سسسسسرا فسسسسس  يكسسسسسو  القسسسسسرار صسسسسسحيحا  إ  إذا 
صسسسسسير ب غلبيسسسسسك    سسسسسك أربسسسسسان الأسسسسسس ا المم لسسسسسك فسسسسسي 

 ا جتمان.

Company prior to the expiry of the period specified 
therefor under these By-laws or merging the Company 
with another company or establishment, then such 
resolution shall be valid only if adopted by a majority of 
three-quarters (3/4) of the shares represented at the 
meeting. 

  
  

 Article (36) – Deliberations المادة السادسة والثلاثون: المناقشة في الجمعيات: 
  

لكسسسسل مسسسسسايا حسسسس  مناقتسسسسك الموضسسسسو ان الميرجسسسسك فسسسسي 
جسسسيول أ مسسسال الجمعيسسسك وتوجيسسس  الأسسسسئلك فسسسي تسسس ن ا إلسسسم 
أ ضسسسسسسا  مجلسسسسسس  اميارا ومراجسسسسسسم الحسسسسسسسابان. وكسسسسسسل 

يحسسسرا المسسسسايا مسسس  يسسسذا الحسسس ،  يسسسذا الن سسساانسسس  فسسسي 
يكسسسسسسو  بسسسسسسا   . ويجيسسسسسسل مجلسسسسسس  اميارا أو مراجسسسسسسم 
الحسسسسسسابان  سسسسس  أسسسسسسئلك المسسسسسسايمي  بالقسسسسسير السسسسسذي   

عسسسسسرا مصسسسسسلحك التسسسسسركك للضسسسسسرر. وإذا رأا المسسسسسسايا ي
أ  السسسري  لسسسم سسسسؤال  غيسسسر مقنسسسم، احسسستكا إلسسسم الجمعيسسسك، 

 وكا  قراريا في يذا الت   نافذا .

Each shareholder shall have the right to discuss the 
items listed in the General Assembly’s agenda and to 
direct questions in respect thereof to the members of 
the Board and the auditors in this respect. Any 
provision in the Company’s By-laws denying such right 
shall be null and void. The members of the Board or 
the auditors shall answer the Shareholders’ questions 
to the extent that does not expose the Company’s 
interest to any damage. If the Shareholder deems the 
answer to the question unsatisfactory, then he/it may 
refer the issue to the General Assembly and its 
decision in this regard shall be final and binding. 

  
السابعة والثلاثون: رئاسة الجمعيات وإعداد  المادة 

 المحاضر:
Article (37) – Proceedings of the 
General Assembly &Minutes of 
Meetings 

  
 اميارا مجلسسسسس  رئسسسسسي  العامسسسسك الجمعيسسسسسك يسسسسرأ  -1

 مجلسسسسس  ينتيبسسسسس  مسسسسس  أو غيابسسسسس   نسسسسسي نائبسسسسس  أو
 غيسسسال حسسسال فسسسي لسسسذلل أ ضسسسائ  بسسسي  مسسس  اميارا
 .ونائب  اميارا مجل   رئي 

 محضسسسسسسر العامسسسسسسك الجمعيسسسسسسك باجتمسسسسسسان يحسسسسسسرر -2
 أو الحاضسسسسسسسري  المسسسسسسسسايمي   سسسسسسسيي يتضسسسسسسسم 
 حيسسسسسازت ا فسسسسسي التسسسسسي الأسسسسسس ا و سسسسسيي المم لسسسسسي 
 المقسسسسررا الأصسسسسوان و سسسسيي الوكالسسسسك أو بالأصسسسسالك

 الأصسسسسوان و سسسسيي ات سسسسذن التسسسسي والقسسسسراران ل سسسسا
 وافيسسسسك و  صسسسسك  الفت سسسسا أو  لي سسسسا وافقسسسسن التسسسسي

 وتسسسسسيو  ا جتمسسسسسان، فسسسسسي يارن التسسسسسي للمناقتسسسسسك
 اجتمسسسسان كسسسسل  قسسسسل منت مسسسسك بصسسسسفك المحاضسسسسر

 وأمسسسي  الجمعيسسسك رئسسسي  يوقعسسس   سسسا  سسسسجل فسسسي
 .الأصوان وجامم سريا

1- The General Assembly shall be presided over by the 
Chairman or, in his absence, the Vice Chairman or, 
in his absence, any Director designated by the 
Board.  

 
2- Minutes shall be written for the meeting showing the 

names of the Shareholders present in person or 
represented by proxy, the number of the shares held 
or represented by each, the number of votes 
attached to such shares, the resolutions adopted at 
the meeting, the number of votes assenting or 
dissenting to such resolutions and a comprehensive 
summary of the discussions that took place at the 
meeting. Such minutes shall be regularly recorded 
after each meeting in a special register to be signed 
by the Chairman of the Assembly, the secretary and 
the rapporteur. 

  

  

 PART VI الباب السادس
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 BOARD COMMITTEES المنبثقة من مجلس الادارة: اللجان 
  

 Article (38) – Board Committees المادة الثامنة والثلاثون: لجان مجلس الإدارة: 
  

تأتسسسسسكل لجسسسسسا  مجلسسسسس  اميارا وفقسسسسسا  ل ن مسسسسسك واللسسسسسوائ  
 ذان الع قك.

Board Committees shall be constituted in accordance 
with the applicable rules and regulations. 

  

 PART VII الباب السابع 
 AUDITORS مراجع الحسابات: 

  
 Article (39) – Appointment of Auditors المادة التاسعة والثلاثون: تعيين مراجع الحسابات:

  
يجسسسسل أ  تعسسسسي  الجمعيسسسسك العامسسسسك مراجعسسسسي حسسسسسابان )أو 

الحسسسسسابان المسسسسر   ل سسسسا أك سسسسر( مسسسس  بسسسسي  مراجعسسسسي 
بالعمسسسسل فسسسسي المملكسسسسك، وتحسسسسيي مكافسسسس ت ا ومسسسسيا  مل سسسسا، 

 لسسسسسم أ  يتجسسسسساوز مجمسسسسسون ويحسسسسسوز ل سسسسسا إ سسسسسايا تعين ا،
ويجسسسوز لمسسس  اسسسستنفي مسسسيا تعيينسسس   مسسس  سسسسنوان متصسسسلك، 

يسسسذه المسسسيا أ  يعسسساي تعيينسسس  بعسسسي مضسسسي سسسسنتي  مسسس  تسسساريا 
ويجسسسوز للجمعيسسسك العامسسسك أيضسسسا  وفسسسي كسسسل وقسسسن  انت ائ سسسا،

تغييسسسسريا مسسسسم  سسسسيا ا  سسسس ل بحق سسسسا فسسسسي التعسسسسويا إذا 
وقسسسسم التغييسسسسر فسسسسي وقسسسسن غيسسسسر مناسسسسسل أو لسسسسسبل غيسسسسر 

 مترون.

The Company shall have two (or more) auditors to be 
selected from among the auditors licensed to work in 
the Kingdom of Saudi Arabia. The auditor(s)’ 
remuneration and term of office shall be fixed by the 
General Assembly and not exceeding (5) years and 
any one complete his term can reappointed again after 
(2) years from completion period . The General 
Assembly may reappoint the same auditor, and may 
also dismiss them at any time, without prejudice to their 
right in compensation if the dismissal was for 
illegitimate reasons or occurred in inappropriate time. 

  
 Article (40) – Powers of the Auditor المادة الأربعون: صلاحيات مراجع الحسابات:

  
ا  سسسسس ن  حسسسسس  – أي وقسسسسسن فسسسسسي –لمراجسسسسسم الحسسسسسسابان 

 لسسسم يفسسساتر التسسسركك وسسسسج ت ا وغيسسسر ذلسسسل مسسس  الو سسسائ  
ولسسسسس  أ  ي لسسسسسل البيانسسسسسان واميضسسسسساحان التسسسسسي يسسسسسرا 
ضسسسسرورا الحصسسسسول  لي سسسسا ولسسسس  أيضسسسسا  أ  يتحقسسسس  مسسسس  

وغيسسسر ذلسسسل ممسسسا يسسسي ل موجسسسويان التسسسركك والتزامات سسسا. 
فسسسسسي ن سسسسسا   ملسسسسس . و لسسسسسم رئسسسسسي  مجلسسسسس  اميارا أ  

جسسسسسسسسم يمكنسسسسسسسس  مسسسسسسسس  أيا  واجبسسسسسسسس ، وإذا صسسسسسسسساي  مرا
الحسسسسابان صسسسعوبك فسسسي يسسسذا التسسس   أ بسسسن ذلسسسل فسسسي تقريسسسر 
يقسسسيا إلسسسم مجلسسس  اميارا. فسسسمذا لسسسا ييسسسسر المجلسسس   مسسسل 
مراجسسسسم الحسسسسسابان، وجسسسسل  ليسسسس  أ  ي لسسسسل مسسسس  مجلسسسس  
اميارا ي سسسسسوا الجمعيسسسسسك العامسسسسسك العاييسسسسسك للن سسسسسر فسسسسسي 

 الأمر.

The auditor shall have access at all times to the 
Company’s books, records and any other documents, 
and may request information and clarification as it 
deems necessary. It may further check the company’s 
assets and liabilities any anything that falls in the ambit 
of its competencies. The Chairman shall enable the 
auditor to perform its duties, failing which the auditor 
may state this in writing in a report to be submitted to 
the Board of Directors. In case the Board of Directors 
fails to assist the Auditor in the performance of his 
duties, the Auditor shall then be entitled to request the 
Board to call for the Ordinary General Assembly to 
convene to look into the situation. 

  
  

 Article (41) – Auditor’s Obligations المادة الحادية والأربعون: التزامات مراجع الحسابات:
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 لسسسسم مراجسسسسم الحسسسسسابان أ  يقسسسسيا إلسسسسم الجمعيسسسسك العامسسسسك 
السسسسنويك تقريسسسرا  يعسسسي وفقسسسا  لمعسسسايير المراجعسسسك المتعسسسار  
 لي سسسسا يضسسسسمن  موقسسسس  إيارا التسسسسركك مسسسس  تمكينسسسس  مسسسس  
الحصسسسول  لسسسم البيانسسسان واميضسسساحان التسسسي  لب سسسا ومسسسا 

ن سسسساا مراقبسسسسك يكسسسسو  قسسسسي كتسسسسف  مسسسس  م الفسسسسك لأحكسسسساا 
حتسسسس  التنفيذيسسسسك والأن مسسسسك تسسسسركان التسسسس مي  التعسسسساوني و ئ

ون سسسسسساا  واللسسسسسسوائ  والتعليمسسسسسسان الأ سسسسسسرا ذان الع قسسسسسسك
ورأيسسس  فسسسي مسسسيا  يالسسسك القسسسوائا الماليسسسك  التسسسركك الأسسسسا 

ويتلسسسو مراجسسسسم الحسسسسابان تقريسسسسره فسسسي الجمعيسسسسك للتسسسركك. 
العامسسسسسك. وإذا قسسسسسررن الجمعيسسسسسك التصسسسسسيي   لسسسسسم تقريسسسسسر 
مجلسسسسسس  اميارا والقسسسسسسوائا الماليسسسسسسك يو  ا سسسسسسستمان إلسسسسسسم 

 قرير مراجم الحسابان، كا  قراريا با   .ت

The auditor shall submit to the annual General 
Assembly a report prepared in accordance with the 
recognized auditing standards showing how far the 
Company has enabled it to obtain the information and 
clarifications it has requested and what it has 
discovered of violations to the Cooperative Insurance 
Companies Control Act and its implementing 
regulations and any other applicable bylaws and 
regulations, and its opinion as to whether or not the 
Company’s accounts conform to the facts. The General 
Assembly shall review the auditor’s report, and if the 
Assembly decides to ratify the Board’s report and the 
financial statements without hearing the auditor’s 
report, its decision shall be void. 

  

 PART VIII الباب الثامن 
 THE COMPANY’S ACCOUNTS حسابات الشركة وتوزيع الأرباح

AND DISTRIBUTION OF 
PROFITS 

  
 Article (42) – Financial Year المادة الثانية والأربعون: السنة المالية: 

  
تبسسسسسيأ سسسسسسنك التسسسسسركك الماليسسسسسك مسسسسس  الأول مسسسسس  )ينسسسسساير( 
وتنت سسسسي بن ايسسسسك )ييسسسسسمبر( فسسسسي السسسسسنك نفسسسسس ا  لسسسسم أ  

السسسسنك الماليسسسك الأولسسسم مسسس  تسسساريا القسسسرار السسسوزاري تبسسسيأ 
( 31الصسسسسساير بسسسسسم    ت سسسسسسي  التسسسسسركك وتنت سسسسسي فسسسسسي )

 ييسمبر م  العاا التالي.

The Company’s financial year shall commence on the 
1st of January and end on the 31st of December of each 
Gregorian year. However, the Company’s first financial 
year shall commence on the date of the Ministerial 
Resolution announcing the incorporation of the 
Company and end on the 31st of December of the 
following year. 

  
 Article (43) – Financial Statements المادة الثالثة والأربعون: الوثائق المالية: 

  
يجسسسسل  لسسسسم مجلسسسس  اميارا فسسسسي ن ايسسسسك كسسسسل سسسسسنك  -1

ماليسسسسك أ  يعسسسسي القسسسسوائا الماليسسسسك )وتتكسسسسو  القسسسسوائا 
الماليسسسسسك مسسسسس : قائمسسسسسك المركسسسسسز المسسسسسالي لعمليسسسسسان 
التسسسسس مي  والمسسسسسسايمي ، قائمسسسسسك فسسسسسائا ) جسسسسسز( 
 مليسسسان التسسس مي ، قائمسسسسك ي سسسل المسسسسايمي ، قائمسسسسك 

ن النقييسسسسسسك حقسسسسسسو  المسسسسسسسايمي ، قائمسسسسسسك التسسسسسسيفقا
لعمليسسسسسسان التسسسسسس مي  وقائمسسسسسسك التسسسسسسيفقان النقييسسسسسسك 
للمسسسسسسسايمي (. وتقريسسسسسسرا   سسسسسس  نتسسسسسسا  التسسسسسسركك 
ومركزيسسسسا المسسسسالي  سسسس  السسسسسنك الماليسسسسك المنقضسسسسيك 
ويتضسسسسم  يسسسسذا التقريسسسسر ال ريقسسسسك التسسسسي يقترح سسسسا 

1. The Board of Directors shall prepare at the end of 
each financial year the Company’s financial 
statements (being statement of financial position 
for insurance operations and shareholders, a 
statement of surplus (deficit) of insurance 
operations, a statement of shareholders’ income, 
a statement of shareholders equity, a statement of 
cash flow of insurance operations and a statement 
of cash flow of shareholders) and a report on the 
Company's activities and financial position for the 
preceding year. The report shall include the 
method proposed by the Board for the distribution 
of net profits for that financial year. The Board 
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لتوزيسسسسم الأربسسسسا، ويضسسسسم المجلسسسس  يسسسسذه الو سسسسائ  
تحسسسسن تصسسسسر  مراجسسسسم الحسسسسسابان، قبسسسسل المو سسسسي 

(  مسسسسسك 45الجمعيسسسسك العامسسسسك بسسسسس) المحسسسسيي  نعقسسسساي
 وأربعي  يوما   لم الأقل. 

shall place such documents at the disposal of the 
Auditors at least forty-five (45) days prior to the 
date set for convening the General Assembly. 

  
يجسسسسل أ  يوقسسسسم رئسسسسي  مجلسسسس  اميارا ورئيسسسسس ا  -2

التنفيسسسسسسسذي ومسسسسسسسييريا المسسسسسسسالي  لسسسسسسسم الو سسسسسسسائ  
(، وتسسسسوين نسسسسسا من سسسسا 1المسسسسذكورا فسسسسي الفقسسسسرا )

فسسسسسي المركسسسسسز السسسسسرئي  للتسسسسسركك تحسسسسسن تصسسسسسر  
المحسسسسسسيي  نعقسسسسسساي المسسسسسسسايمي ، قبسسسسسسل المو سسسسسسي 

 واحسسسسي و تسسسسري  يومسسسسا ( 21الجمعيسسسسك العامسسسسك بسسسسس)
  لم الأقل.

2. The Chairman of the Board of Directors, the CEO 
and the financial manager shall sign the aforesaid 
documents as stated in article (1)  deposit a copy 
thereof in the Company's head office to be at the 
disposal of the Shareholder at least ten (21) days 
prior to the date set for convening the General 
Assembly. 

  
 لسسسسسسسسسم رئسسسسسسسسسي  مجلسسسسسسسسس  اميارا أ  يسسسسسسسسسزوي  -3

المسسسسسسايمي  بسسسسسالقوائا الماليسسسسسك للتسسسسسركك وتقريسسسسسر 
مجلسسسس  اميارا وتقريسسسسر مراجسسسسم الحسسسسسابان مسسسسالا 

يوميسسسسك تسسسسوزن فسسسسي المركسسسسز تنتسسسسر فسسسسي صسسسسحيفك 
السسسسرئي  للتسسسسركك،  لسسسسم أ  يرسسسسسل صسسسسورا مسسسس  

 وزارا التجسسسسسارا وا سسسسسست مار يسسسسسذه الو سسسسسائ  إلسسسسسم
ييئسسسسك السسسسسو  الماليسسسسك وذلسسسسل قبسسسسل تسسسساريا انعقسسسساي و

(  مسسسسسك  تسسسسر 15الجمعيسسسسك العامسسسسك العاييسسسسك بسسسسس)
 يوما   لم الأقل.

3. The Chairman of the Board of Directors shall 
provide the Shareholders with a copy of the 
Company’s financial statements, Board of 
Directors' report and the Auditors' Report, unless 
he has previously published the said documents in 
a newspaper circulated in the city where the head 
office of the Company is located. The Chairman 
shall send copies of such documents to Ministery 
of Commerce and Investment, CMA at least fifteen 
(15) days prior to the date set for convening the 
Ordinary General Assembly. 

  
 Article (44) – Insurance Accounts المادة الرابعة والأربعون: حسابات عمليات التأمين: 

  
تكسسسو  حسسسسابان  مليسسسك التسسس مي  مسسسستقلك  سسس  قائمسسسك ي سسسل 

  المسايمي ، وذلل  لم التفصيل التالي:
The insurance operations accounts shall be kept 
separate from the Shareholders’ income statement, 
according to the following details: 

  
 First: Insurance Operations Accounts حسابات عمليات التأمين: أولاً: 

  
يفسسسسسسري حسسسسسسسال ل قسسسسسسسا  المكتسسسسسسسبك و مسسسسسسو ن  -1

 إ ايا الت مي  والعمو ن الأ را.
1. An independent account shall be dedicated to 

earned premiums, reinsurance commissions and 
other commissions; 

  
 An independent account shall be dedicated to .2 حسال للتعويضان المتكبيا م  التركك.يفري  -2

compensation incurred by the Company; 
  

يحسسسسيي فسسسسي ن ايسسسسك كسسسسل  سسسساا الفسسسسائا امجمسسسسالي   -3
السسسسسذي يم سسسسسل الفسسسسسر  بسسسسسي  مجمسسسسسون الأقسسسسسسا  
والتعويضسسسسسسسسان محسسسسسسسسسوما  منسسسسسسسس  المصسسسسسسسساري  
التسسسسسسويقيك وامياريسسسسسك والتتسسسسسغيليك والم صصسسسسسان 

 الفنيك ال زمك حسل التعليمان المن مك لذلل.

3. There shall be determined at the end of every year 
the total surplus which represents the total 
premiums and compensation less marketing and 
administrative, and operational expenses and the 
necessary technical provisions in accordance with 
the directives in this regard; 
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يكسسسسسو  تحييسسسسسي الفسسسسسائا الصسسسسسافي  لسسسسسم النحسسسسسو  -4
 التالي:

4. Net surplus shall be determined by: 

  
يضسسسسا  للفسسسسائا امجمسسسسالي السسسسواري فسسسسي الفقسسسسسرا 

( أ سسسس ه أو ي صسسسسا منسسسس  مسسسسا ي سسسس  المسسسسؤم  3)
ل سسسا مسسس   ائسسسي ا سسسست مار بعسسسي احتسسسسال مسسسا ل سسسا 
مسسسس   وائسسسسي و صسسسسا مسسسسا  لسسسسي ا مسسسس  مصسسسساري  

 محقق .

adding to, or subtracting from, the total surplus 
referred to in sub-Article (3) above, the 
policyholders’ investment return share after 
calculating the policyholders’ earnings and 
deducting what they owe in expenses realized; 
and  

  
توزيسسسم الفسسسائا الصسسسافي، ويسسستا إمسسسا بتوزيسسسم نسسسسبك  -5

%(  تسسسسسرا بالمائسسسسسك للمسسسسسؤم  ل سسسسسا مباتسسسسسرا، 10)
أو بت فسسسسيا أقسسسسسا  ا للسسسسسنك التاليسسسسك، ويرحسسسسل مسسسسا 

%( تسسسسسسعو  بالمائسسسسسك إلسسسسسم حسسسسسسابان 90نسسسسسسبت  )
 ي ل المسايمي . 

5. Net surplus shall be distributed either by 
distributing ten per cent (10%) directly to the 
Policyholders or by reducing their premiums for 
the next year, and ninety per cent (90%) of the 
balance shall be carried  over to the Shareholders’ 
income statement. 

  
 :Second: Shareholders’ Income Statement ثانياً: قائمة دخل المساهمين:

  
تكسسسسو  أربسسسسا، المسسسسسايمي  مسسسس   ائسسسسي اسسسسست مار  -1

أمسسسسوال المسسسسسايمي  وفقسسسسا  للقوا سسسسي التسسسسي يضسسسسع ا 
 مجل  اميارا.

1. The Shareholders’ profits from the investment of 
their funds shall be in accordance with the rules 
set by the Board of Directors. 

  
المسسسسايمي  مسسس  الفسسسائا الصسسسافي تكسسسو  حصسسسك  -2

حسسسسل مسسسا وري فسسسي الفقسسسرا ال امسسسسك مسسس  البنسسسي 
 أو   م  يذه المايا.

2. The share of the Shareholders in the net surplus 
shall be as set forth in paragraph (5) of this Article. 

  
  

 Article (45) – Zakat & Reserves المادة الخامسة والأربعون: الزكاة والاحتياطي: 
  

 :The Company shall يجل  لم التركك:
  

 ;withhold Zakat and the prescribed income tax .1 تجن ل الزكاا وضريبك الي ل المقررا. -1
  

ل )  -2 %( مسسسس  الأربسسسسا، الصسسسسافيك لتكسسسسوي  20تجنسسسس 
احتيسسسسسا ي ن سسسسسامي، ويجسسسسسوز للجمعيسسسسسك العامسسسسسك 
العاييسسسسك وقسسسس  يسسسسذا التجنيسسسسل متسسسسم بلسسسس  اجمسسسسالي 

%( مسسسسسسسسسس  رأ  المسسسسسسسسسسال 100ا حتيسسسسسسسسسسا ي )
 الميفون.

2. Set aside twenty per cent (20%) of the net profits 
shall be set aside to form a statutory reserve. Such 
setting aside may be discontinued by the Ordinary 
General Assembly when said reserve totals one 
hundred per cent (100%) of the Company’s paid-
up capital. 

  
للجمعيسسسسك العامسسسسك العاييسسسسك  نسسسسي تحييسسسسي نصسسسسيل   -3

الأسسسسس ا فسسسسي صسسسسافي الأربسسسسا، أ  تقسسسسرر تكسسسسوي  
احتيا يسسسسان أ سسسسرا، وذلسسسسل بالقسسسسير السسسسذي يحقسسسس  
مصسسسسلحك التسسسسركك أو يكفسسسسل توزيسسسسم أربسسسسا،  ابتسسسسك 

 قير اممكا   لم المسايمي .
تسسسسوزن أربسسسسا، التسسسسركك السسسسسنويك الصسسسسافيك التسسسسي  -4

تحسسسسيييا بعسسسسي  صسسسسا جميسسسسم المصسسسسروفان العامسسسسك 

3. The Ordinary General Assembly may set aside a 
percentage of the annual net profits to form an 
additional reserve(s) to the extent required to 
achieve the Company’s interests or to distribute 
fixed profits, as far as possible, to Shareholders. 

4. The Company’s annual Net Profit will be 
distributed after deducting all general expenses 
and other cots, and the reserves will be set to 



434

 اسم الشركة
   شركة ساب للتكافل 

 وزارة التجارة  النظام الاساسي
 )إدارة حوكمة الشركات( 

 سسججلل  تجتجاارريي  
  

1010234032 

هه ــ 2144//01//19االلتتااررييخخ     
مم   2020//09//07 االملمووااففقق  

 فيصل العلياني  

  29 من  25 صفحة ررققمم  االلصصففححةة  

 م2020-06-29*تم اصدار نسخة النظام بناء على قرار الجمعية العامة غير العادية بتاريخ تم الشهر * *

والتكسسسسسسالي  الأ سسسسسسرا، وتكسسسسسسوي  ا حتيا يسسسسسسان 
ال زمسسسسسسك لمواج سسسسسسك السسسسسسييو  المتسسسسسسكول في سسسسسسا 
و سسسسسسسائر ا سسسسسسست ماران وا لتزامسسسسسسان ال ارئسسسسسسك 
التسسسي يسسسرا مجلسسس  اميارا ضسسسرورت ا بمسسسا يتفسسس  

تسسسسس مي  مسسسسسم أحكسسسسساا ن سسسسساا مراقبسسسسسك تسسسسسركان ال
التعسسسسساوني والأحكسسسسساا الصسسسسسايرا  سسسسس  مؤسسسسسسسك 
النقسسسي العربسسسي السسسسعويي، وي صسسس  مسسس  البسسساقي 
مسسسس  الأربسسسسا، بعسسسسي  صسسسسا ا حتيا يسسسسان المقسسسسررا 
بموجسسسسسل الأن مسسسسسك ذان الع قسسسسسك والزكسسسسساا نسسسسسسبك 

مسسسسس  رأ  المسسسسسال المسسسسسيفون  %(5  تقسسسسسل  سسسسس  )
لمسسسسا يقترحسسسس  للتوزيسسسسم  لسسسسم المسسسسسايمي   بقسسسسا  

عيسسسسسك العامسسسسسك، وإذا مجلسسسسس  اميارا وتقسسسسسرره الجم
كانسسسسن النسسسسسبك المتبقيسسسسك مسسسس  الأربسسسسا، المسسسسستحقك 
للمسسسسسسايمي    تكفسسسسسي لسسسسسيفم يسسسسسذه النسسسسسسبك فسسسسس  
يجسسسسوز للمسسسسسايمي  الم البسسسسك بسسسسيفع ا فسسسسي السسسسسنك 
أو السسسسسسسسنوان التاليسسسسسسسك، و  يجسسسسسسسوز للجمعيسسسسسسسك 
العامسسسك أ  تقسسسرر توزيسسسم نسسسسبك مسسس  الأربسسسا،  مسسسا 

 اقترح  مجل  اميارا.

encounter any bad debts or investment lossess or 
emergency obligations which the Board will 
consider necessary according to the company By-
Law and Cooperative Insurance Companies 
Control Law and SAMA rules and regulations, and 
the balance of profit after deducting reserved as 
per related reguation not less than (   5 %) for Zakat 
and for paid-up capital to be distrunuted to 
sharholders as per Board of Directors proposal 
and the General Assembly will dicide if the 
remaining profit percentage for sharholders not 
enough to pay this percent although sharholders 
will have no right to claim paying in the year or 
coming years, and the General Assembly will not 
decide to distribute profit percent more than 
prposed by Board of Directors. 

  
  

 Article (46) – Entitlement to Profits المادة السادسة والأربعون: استحقاق الأرباح: 
  

وفقسسسسسا  لقسسسسسرار  يسسسسسستح  المسسسسسسايا حصسسسسست  فسسسسسي الأربسسسسسا،
العامسسسك الصسسساير فسسسي يسسسذا التسسس  ، ويبسسسي  القسسسرار الجمعيسسسك 

تسسسسساريا ا سسسسسستحقا  وتسسسسساريا التوزيسسسسسم. وتكسسسسسو  أحقيسسسسسك 
الأربسسسسسسا، لمسسسسسسالكي الأسسسسسسس ا المسسسسسسسجلي  فسسسسسسي سسسسسسسج ن 
المسسسسسايمي  فسسسسي ن ايسسسسك اليسسسسوا المحسسسسيي ل سسسسستحقا . وتأبلسسسس  
التسسسسركك ييئسسسسك السسسسسو  الماليسسسسك يو  تسسسس  ير بسسسس ي قسسسسراران 

فم الأربسسسسسا، لتوزيسسسسسم الأربسسسسسا، أو التوصسسسسسيك بسسسسسذلل وتسسسسسي
المقسسسسسسرر توزيع سسسسسسا  لسسسسسسم المسسسسسسسايمي  فسسسسسسي المكسسسسسسا  
والموا يسسسسسسسي التسسسسسسسي يحسسسسسسسيييا مجلسسسسسسس  اميارا، وفقسسسسسسسا  
للتعليمسسسان التسسسسي تصسسسسيريا الج سسسسك الم تصسسسسك مسسسسم مرا سسسساا 
الموافقسسسسسسك الكتابيسسسسسسك المسسسسسسسبقك لمؤسسسسسسسسك النقسسسسسسي العربسسسسسسي 

 السعويي.

A Shareholder’s entitlement to an annual and/or 
Interim dividend  shall be specified in a decision from 
the General Assembly. The decision shall specify the 
maturity and distribution dates. Entitlement to profits of 
the Shareholders registered in the Shareholders 
Register shall fall due at end-of-day of the maturity 
date. The Company shall, without undue delay, notify 
CMA of any actual or proposed distribution of profits. 
The profits to be distributed among the Shareholders 
shall be paid at such place and times as determined by 
the Board of Directors, in accordance with the 
instructions issued by the concerned authority and 
subject to SAMA’s prior written consent. 

  
 Article (47) – Company Losses المادة السابعة والأربعون: خسائر الشركة:

  
إذا بلغسسسسن  سسسسسائر التسسسسركك نصسسسس  رأ  المسسسسال المسسسسيفون 
فسسسسي أي وقسسسسن  سسسس ل السسسسسنك الماليسسسسك، وجسسسسل  لسسسسم أي 
مسسسسسؤول فسسسسي التسسسسركك أو مراجسسسسم الحسسسسسابان فسسسسور  لمسسسس  
بسسسسسذلل إبسسسسس ا رئسسسسسي  مجلسسسسس  اميارا، و لسسسسسم رئسسسسسي  
مجلسسسس  اميارا إبسسسس ا أ ضسسسسا  المجلسسسس  بسسسسذلل، و لسسسسم 

(  مسسسسسسك  تسسسسسر يومسسسسسا  مسسسسس  15مجلسسسسس  اميارا  سسسسس ل )
بسسسسسذلل ي سسسسسوا الجمعيسسسسسك العامسسسسسك غيسسسسسر العاييسسسسسك   لمسسسسس 

(  مسسسسسسك وأربعسسسسسي  يسسسسسوا مسسسسس  45ل جتمسسسسسان  سسسسس ل )
تسسسساريا  لمسسسس  بال سسسسسائر لتأقسسسسرر إمسسسسا زيسسسسايا رأ  مسسسسال 

 -وفقسسسسسا  لأحكسسسسساا ن سسسسساا التسسسسسركان -التسسسسسركك أو ت فيضسسسسس 

If the Company’s losses reaches, at any time of the 
financial year, 50% of its capital, the auditor or any 
officer of the Company shall notify the Chairman as 
soon as it becomes aware of such losses. The 
Chairman shall, in turn, notify the Board of Directors, 
which shall, within 15 days of notification, call the 
Extraordinary General Assembly to convene within 45 
days from the date of notification to consider whether 
to increase or decrease the share capital in 
accordance with the Companies Regulation to the 
extent required to reduce the losses to less than 50% 
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وذلسسسل إلسسسم الحسسسي السسسذي تسسسن فا معسسس  نسسسسبك ال سسسسائر إلسسسم 
مسسسسسسسا يو  )نصسسسسسسس ( رأ  المسسسسسسسال المسسسسسسسيفون، أو حسسسسسسسل 

ك قبسسسسسل الأجسسسسسل المحسسسسسيي فسسسسسي ن ام سسسسسا الأسسسسسسا . التسسسسسرك
وينتسسسر قسسسرار الجمعيسسسك فسسسي جميسسسم ا حسسسوال فسسسي الموقسسسم 
ا لكترونسسسسسسسي لسسسسسسسوزارا التجسسسسسسسارا وا سسسسسسسست مار. وتعسسسسسسسي 
التسسسسركك منقضسسسسيك بقسسسسوا الن سسسساا إذا لسسسسا تجتمسسسسم الجمعيسسسسك 
العامسسسك غيسسسر العاييسسسك  سسس ل المسسسيا المحسسسييا أ سسس ه، أو إذا 

الموضسسسسون،  اجتمعسسسسن وتعسسسسذر  لي سسسسا إصسسسسيار قسسسسرار فسسسسي
أو إذا قسسسسسسررن زيسسسسسسايا رأ  المسسسسسسال وفسسسسسس  الأوضسسسسسسسان 
المقسسسسررا فسسسسي يسسسسذه المسسسسايا ولسسسسا يسسسستا ا كتتسسسسال فسسسسي كسسسسل 

( تسسسسسسعي  يومسسسسسا  مسسسسس  90زيسسسسسايا رأ  المسسسسسال  سسسسس ل )
 صيور قرار الجمعيك بالزيايا.

of the Share capital, or whether to dissolve the 
Company prior to the expiry of its term specified in the 
Company’s By-laws. In all cases the Assembly’s 
resolution shall be posted on the website of the Ministry 
of Commerce and Investment. The Company shall be 
considered as dissolved by operation of law if the 
Extraordinary General Assembly fails to convene 
within the above stated period, or if it convenes on time 
but fails to make a decision on the situation, or if it 
decides to increase the share capital but the increase 
amount has not been subscribed for in full within 90 
days from the decision to increase the share capital. 

  

 PART IX الباب التاسع 
 DISPUTES المنازعات: 

  
المااااااااادة الثامنااااااااة والأربعااااااااون: مساااااااا ولية 

 الشركة:
Article (48) – Company’s 
Liabilities 

  
تلتسسسسسزا التسسسسسركك بجميسسسسسم الأ مسسسسسال والتصسسسسسرفان التسسسسسي 
يجري سسسسسسسسا مجلسسسسسسسس  اميارا ولسسسسسسسسسو كانسسسسسسسسن  سسسسسسسسسار  
ا تصاصسسسسات ، مسسسسا لسسسسا يكسسسس  صسسسساحل المصسسسسلحك سسسسسي   
النيسسسسسك أو يعلسسسسسا أ  تلسسسسسل الأ مسسسسسال  سسسسسار  ا تصاصسسسسسان 

 المجل . 

The Company shall be bound vis-à-vis third parties 
with respect to the acts or transactions of the Board of 
Directors even if such acts or transactions do not fall 
within the Board’s powers, unless the third party was 
acting in bad faith or was aware of the fact that such 
acts or transactions exceed the powers granted to the 
Board. 

  

التاسااااااااعة والأربعااااااااون: مساااااااا ولية المااااااااادة 
 أعضاء مجلس الإدارة:

Article (49) – Liabilities of the 
Board of Directors 

  
 مسسسسسسسسؤولي  اميارا مجلسسسسسسس  أ ضسسسسسسسا  ويكسسسسسسسو  -1

 أو التسسسسسسسسسركك تعسسسسسسسسسويا  سسسسسسسسس  بالتضسسسسسسسسسام 
 ينتسسسس  السسسسذي الضسسسسرر  سسسس  الغيسسسسر أو المسسسسسايمي 

 أو التسسسسسسركك تسسسسسسؤو  تسسسسسسيبير إسسسسسسسا ت ا  سسسسسس 
 التسسسس مي  تسسسسركان مراقبسسسسك ن سسسساا أحكسسسساا م سسسسالفت ا
 واللسسسسوائ  والأن مسسسسك التنفيذيسسسسك و ئحتسسسس  التعسسسساوني

ويسسسسسسسذا  الع قسسسسسسسك ذان الأ سسسسسسسرا والتعليمسسسسسسسان
 كسسس   يعسسسي ذلسسسل بغيسسسر يقضسسسي تسسسر  وكسسسل ،الن سسساا
 أ ضسسسا  جميسسسم  لسسسم المسسسسؤوليك وتقسسسم. يكسسس  لسسسا

 صسسسير قسسسرار مسسس  ال  سسس  نتسسس  إذا اميارا مجلسسس 
 ب غلبيسسسسك تصسسسسير التسسسسي القسسسسراران أمسسسسا. بمجمسسسسا  ا

 الأ ضسسسسسسسسسا   ن سسسسسسسسسا يسسسسسسسسسس ل فسسسسسسسسس  الآرا ،

1- Directors shall be jointly liable to the company, 
shareholders or third parties for any loss arising 
from mismanagement of the Company or violation 
of the Cooperative Insurance Companies Control 
Act and its implementing regulations and any other 
applicable bylaws and regulations, and any 
provision to the contrary shall be considered void 
ab initio. All directors shall be liable if the loss 
results from a Board decision taken unanimously. If 
a decision is taken by majority vote, dissenting 
directors shall not be liable if their opinion is 
reflected in the board minutes. The absence of a 
Director from the meeting in which the decision was 
adopted shall not absolve the Director from liability 
unless it is proven that he was not aware of the 
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 صسسسسراحك ا تراضسسسس ا أ بتسسسسوا متسسسسم المعارضسسسسو 
  سسسس  الغيسسسسال يعسسسسي و . ا جتمسسسسان محضسسسسر فسسسسي

 القسسسسرار فيسسسس  يصسسسسير السسسسذي ا جتمسسسسان حضسسسسور
  سسسسيا  بسسسسن إذا إ  المسسسسسؤوليك مسسسس  لا فسسسسا  سسسسسببا  
 مسسس  تمكنسسس   سسسيا أو بسسسالقرار الغائسسسل العضسسسو  لسسسا

 . ب   لم  بعي  لي  ا  تراا
 موافقسسسسك المسسسسسؤوليك ي سسسسوا إقامسسسسك يو  تحسسسسول   -2

 ذمسسسسسك إبسسسسسرا   لسسسسسم العاييسسسسسك العامسسسسسك الجمعيسسسسسك
 . اميارا مجل  أ ضا 

( 3) انقضسسسسا  بعسسسسي المسسسسسؤوليك ي سسسسوا تسسسسسمم   -3
 الفعسسسسسل اكتتسسسسسا  تسسسسساريا مسسسسس  سسسسسسنوان  سسسسس  
 والتزويسسسسر، الغسسسس  حسسسسالتي  سسسسيا وفيمسسسسا -. الضسسسسار

 الأحسسسوال جميسسسم فسسسي المسسسسؤوليك ي سسسوا تسسسسمم  
 تسسسسساريا مسسسسس  سسسسسسنوان  مسسسسس ( 5) مسسسسسرور بعسسسسسي

 الفعسسسسل في سسسسا وقسسسسم التسسسسي الماليسسسسك السسسسسنك انت سسسسا 
 انت سسسسسسا  مسسسسسس  سسسسسسسنوان  سسسسسس  ( 3) أو الضسسسسسسار
 أي مسسسسسا المعنسسسسي اميارا مجلسسسس   ضسسسسو  ضسسسسويك

 .أبعي
 المسسسسؤوليك ي سسسوا رفسسسم فسسسي الحسسس  مسسسسايا ولكسسسل -4

 اميارا مجلسسسس  أ ضسسسسا   لسسسسم للتسسسسركك المقسسسسررا
 مسسسسن ا صسسسسير السسسسذي ال  سسسس  تسسسس   مسسسس  كسسسسا  إذا

 للمسسسسسايا يجسسسسوز و . بسسسس   سسسسا  ضسسسسرر إلحسسسسا 
 حسسسسسس  كسسسسسسا  إذا إ  المسسسسسسذكورا السسسسسسي وا رفسسسسسسم
  لسسسم ويجسسسل. قائمسسسا   يسسسزال   رفع سسسا فسسسي التسسسركك
 رفسسسسم  لسسسسم بعزمسسسس  التسسسسركك يبلسسسس  أ  المسسسسسايا
 الم البسسسسسك  لسسسسسم حقسسسسس  قصسسسسسر مسسسسسم السسسسسي وا،
 لحسسسس  السسسسذي ال سسسسا  الضسسسسرر  سسسس  بسسسسالتعويا

 .ب 
يجسسسسسوز تحميسسسسسل التسسسسسركك النفقسسسسسان الآتيسسسسسك التسسسسسي  -5

تكلف سسسسسا المسسسسسسايا مقامسسسسسك ي سسسسسوا أيسسسسسا  كانسسسسسن 
 نتيجت ا بالترو  الآتيك: 

 إذا أقاا الي وا بحس  نيك. -أ
إذا تقسسسسيا إلسسسسم التسسسسركك بالسسسسسبل السسسسذي مسسسس   -ل

أجلسسسس  أقسسسساا السسسسي وا ولسسسسا يحصسسسسل  لسسسسم ري 
   ل    ي  يوما .

إذا كسسسسا  مسسسس  مصسسسسلحك التسسسسركك إقامسسسسك يسسسسذه  - 
السسسسسي وا بنسسسسسا    لسسسسسم حكسسسسسا المسسسسسايا )التاسسسسسسعك 

 والسبعي ( م  ن اا التركان.
أ  تكسسسسسسو  السسسسسسي وا قائمسسسسسسك  لسسسسسسم أسسسسسسسا   -ي

 صحي . 
  

resolution or that he was aware of it but was unable 
to object to it.  

 
 
 
 
 
 
 
 
2- Any resolution adopted by the Ordinary General 

Assembly to release the directors from liability shall 
not result in the abatement of the liability action 
against them.  

 
3- Any liability action shall be time barred on the lapse 

of three (3) years from the date of discovering the 
act giving rise to liability. With the exception of the 
cases of fraud and forgery, a liability action shall, in 
all cases, be barred after the lapse of five (5) years 
from the expiry of the financial year during which the 
wrongful act was discovered, or after the lapse of 
three (3) years from the expiry of membership of the 
relevant Director, whichever occurs later.  

 
4- Each Shareholder shall have the right to file a liability 

action, vested in the Company, against the 
members of the Board of Directors if they have 
committed a fault which has caused particular 
damage to such Shareholder, provided that the 
Company’s right to file such action shall still be valid. 
The Shareholder shall notify the Company of his/its 
intention to file such action and confirm that its claim 
shall be limited to the particular damage sustained 
by it. 

 
5- The Company shall be laiable for all the expenses 

which been charged by sharholders to present his 
sue if any whichever result as per following 
conditions : 

 
A. If shareholder sue with good faith. 
 
B. If he approach to the company with the case why he 

sue the case and no reply within 30 days. 
 
C. If the Company’s interest to sue case as per item 

(79) provision of the Bomapny By-Law. 
 
 
D. If the sue case is correct and real. 
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  PART X 
 LIQUIDATION OF THE COMPANY 

  
 Article (50) – Dissolution of the المادة الخمسون: انقضاء الشركة:

Company 
  

 التصسسسسفيك يور انقضسسسسائ ا بمجسسسسري التسسسسركك تسسسسي ل -1
 ال زمسسسسسسسك ا  تباريسسسسسسسك بالت صسسسسسسسيك وتحسسسسسسستف 

 .للتصفيك ال زا بالقير
 

  مسسسسسسس  ا  تياريسسسسسسسك التصسسسسسسسفيك قسسسسسسسرار يصسسسسسسسير -2
 التركا  أو الجميعك العامك.

 تعيسسسسي   لسسسسم التصسسسسفيك قسسسسرار يتسسسستمل أ  يجسسسسل -3
 والقيسسسسسوي وأتعابسسسسس  سسسسسسل ات  وتحييسسسسسي المأصسسسسسفي

 الزمنيسسسسسسك والمسسسسسسيا سسسسسسسل ات   لسسسسسسم المفروضسسسسسسك
 مسسسسسيا تتجسسسسساوز   أ  ويجسسسسسل للتصسسسسسفيك ال زمسسسسسك
 و  سسسسسسنوان،  مسسسسس ( 5) ا  تياريسسسسسك التصسسسسسفيك
 بسسسسس مر إ  ذلسسسسسل مسسسسس  لأك سسسسسر تمييسسسسسييا يجسسسسسوز
 .قضائي

 ومسسسم بحل سسسا التسسسركك إيارا مجلسسس  سسسسل ك تنت سسسي -4
  لسسسسسم قسسسسسائمي  أ ضسسسسسا  المجلسسسسس   ي سسسسسل ذلسسسسسل
 حكسسسسا فسسسي للغيسسسسر بالنسسسسبك ويعسسسسيو  التسسسركك إيارا

 وتبقسسسسسسم المأصسسسسسسفي يأعسسسسسسي  أ  إلسسسسسسم المصسسسسسسفي 
 التصسسسسسسسفيك مسسسسسسسيا  سسسسسسس ل التسسسسسسسركك لأج سسسسسسسزا

 مسسسسسسسسسم تتعسسسسسسسسسارا   التسسسسسسسسسي ا تصاصسسسسسسسسسات ا
 التصسسسسفيك فسسسسي ويرا سسسسي المأصسسسسفي، ا تصاصسسسسان

  مليسسسسسان فسسسسسائا فسسسسسي المتسسسسستركي  حسسسسس  حفسسسسس 
 حسسسسسسسسسل المكونسسسسسسسسك وا حتيا سسسسسسسسان التسسسسسسسس مي 

( 45)و( 44) المسسسسسايتي  فسسسسسي  ليسسسسس  المنصسسسسسو 
 .الن اا يذا م 

1- Upon the expiry of the period specified for it, the 
Company shall be considered under liquidation. The 
legal personality of the Company shall continue until 
the completion of the liquidation.  

 
2- The decision for optional liquidation shall be issued 

by Sharholders or General Assembly. 
  
3- The decision shall appoint the liquidator and 

determine its fees and the restrictions on its powers 
and the duration of the liquidation. In all cases, the 
duration of the voluntary liquidation may not exceed 
five (5) years and can only be extended by a court 
order.  

 
 
4- The powers of the Board of Directors shall cease 

upon the Company’s dissolution. However, the 
Board of Directors shall remain responsible for the 
management of the Company and shall act vis-à-vis 
third parties as liquidators until the Company’s 
liquidators are appointed. The Company’s 
administrative departments shall maintain their 
powers to the extent that they do not interfere with 
the powers of the liquidators. Any surplus remains 
after liquidation from insurance operations or the 
reserves formed in accordance with Articles (44) 
and (45) of these By-laws shall be reserved for the 
Shareholders. 
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PART XI 

 FINAL PROVISIONS 
  

 Article (51) – The Company’s المادة الحادية والخمسون: نظام الشركة
By-laws 

  
ت بسسسس  أحكسسسساا ن سسسساا مراقبسسسسك تسسسسركان التسسسس مي  التعسسسساوني 
و ئحتسسسس  التنفيذيسسسسك ون سسسساا التسسسسركان ولوائحسسسس  والأن مسسسسك 
واللسسسسوائ  والتعليمسسسسان الأ سسسسرا ذان الع قسسسسك  لسسسسم كسسسسل 

 ما لا يري ذكره في يذا الن اا الأساسي.

The Cooperative Insurance Company Control Law and 
its implementing regulations, the Companies 
Regulations, and all other applicable rules and 
regulations shall apply to all other matters not 
specifically provided for herein. 

  
 Article (52) – Publication المادة الثانية والخمسون: النشر

  
 بقسسسسسا  لن سسسسساا التسسسسسركان يسسسسسوين يسسسسسذا الن سسسسساا وينتسسسسسر 

 ولوائح .
These By-Laws shall be filed and published in 
accordance with the Companies Regulations. 
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11.5 Annex 5: Proposed amendments to the bylaws of Walaa Insurance 
Company according to the Merger Transaction

Article before the amendment Article after the amendment

Article Eight: Share Capital:

The capital of the Company is set at SR 646,397,060 (Six hundred 
forty-six million three hundred ninety-seven thousand sixty Saudi 
Riyals) divided into 64,639,706 (sixty-four million six hundred 
thirty-nine thousand seven hundred six) shares having an equal 
nominal value of SR 10 (Ten Saudi Riyals) each, all being ordinary 
cash shares.

Article Eight: Share Capital:

The capital of the Company is set at SR 850,583,250 (Eight 
hundred fifty million five hundred eighty-three thousand two 
hundred fifty Saudi Riyals) divided into 85,058,325 (Eighty-five 
million fifty-eight thousand three hundred twenty-five) shares 
having an equal nominal value of SR 10 (Ten Saudi Riyals) each, 
all being ordinary cash shares.
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