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Tel: +966 (3) 8873937 Registration No. 45
Fax: +966 (3) 8873931 .
www.deloitte.com
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To the Shareholders
Saudi United Cooperative Insurance Company (WALA’A)
Al-Khobar, Saudi Arabia

REPORT ON REVIEW OF INTERIM FINANACIAL STATEMENTS

SCOPE OF REVIEW:

We have reviewed the accompanying interim statement of financial position of Saudi United Cooperative
Insurance Company (WALA’A) — a Saudi Joint Stock Company (the ‘Company’) as at 31 March 2009, and
the related interim statements of insurance operations, shareholders’ operations, shareholders’
comprehensive operations, changes in shareholders’ equity, insurance operations cash flows and
shareholders’ cash flows for the three months then ended and the notes which form an integral part of these
interim financial statements. These interim financial statements are the responsibility of the Company's
management and have been prepared by them in accordance with International Accounting Standard 34 -
Interim Financial Reporting (IAS 34) and submitted to us together with all the information and
explanations which we required.

We conducted our review in accordance with the Standard on Review of Interim Financial Reporting issued
by the Saudi Organization for Certified Public Accountants (SOCPA). A review consists principally of
- applying analytical procedures to financial data and information and making inquiries of pérsons responsible
for financial and accounting matters. It is substantially less in scope than an audit conducted in accordance
" with ' Generally Accepted Auditing Standards, the objectivé of which is the expression of an opinion
regarding the financial statements taken as a whdle. Accordingly, we do not express such an opinion.

CONCLUSION:

Based on our review, we are not aware of any material modifications that should be made to the
accompanying interim financial statements for them to be in conformity with International Accounting
Standard 34 - Interim Financial Reporting (IAS 34).

EMPHASIS OF A MATTER:

We draw attention to the fact that these interim financial statements are prepared in accordance with
International Accounting Standard 34 - Interim Financial'Reporting (IAS 34) and not in accordance with the
tandard on Interim Financial Reporting issued by SOCPA
4

eloitte & Touche-

L.P.A

N e uche
Certified Public Accountant N A’er(;:gﬁl&gg‘{

Registration No. 322
April 20, 2009

Rabi II 24, 1430

Certlﬁed Pubhc Accountant
Registration No. 339
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY(WALA’A)

(A SAUDIJOINT STOCK COMPANY)

INTERIM BALANCE SHEET
AS AT 31 MARCH 2009

31 March - = 31 December
2009 2008
Note SR SR
(Un-audited ) (Audited )
INSURANCE OPERATIONS’ ASSETS
Cash and cash equivalents 4 8,955,251 -
Insurance receivables 5 26,054,229 -
Reinsurers share of unearned premium 9,298,252 -
Reinsurers share of outstanding claims 653,751 -
Deferred policy acquisition costs 795,221 -
Prepaid expenses and other assets 501,250 -
Property and equipment 1,768,554 -
Due from shareholders » 414,934 -
Total insurance operations' assets 48,441,442 -
SHAREHOLDERS' ASSETS
Cash and cash equivalents 4 137,123,740 2,909,744
Investments at cost 800,000 800,000
Statutory deposit 7 20,000,000 20,000,000
Short term deposit 25,000,000 158,602,799
Accrued income 1,105,618 2,811,911
Prepaid expenses - 315,572
Property and equipment - 1,429,716
Total shareholders’ assets 184,029,358 186,869,742
TOTAL ASSETS 232,470,800 186,869,742
PO N—— . S ‘ —Mjn”ua¢~- g ‘\X‘ - ‘
Ty g Ce @ Tate o

The accompanying notes are an integral part of these interim financial statements
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

INTERIM BALANCE SHEET (Continued)

AS AT 31 MARCH 2009
31 March 31 December
2009 2008
SR SR
(Un-audited) (Audited)
INSURANCE OPERATIONS'
LIABILITIES
Insurance operations' liabilities:
Reinsurance payables 12,016,870 -
Unearned premium 23,329,228 -
Unearned reinsurance commission 2,117,541 -
Outstanding claims 3,680,974 -
Accrued expenses and other liabilities 6,878,445 -
End-of-service indemnities 418,384 -
Total insurance operations’ liabilities 48,441,442 -
SHAREHOLDERS' LIABILITIES AND EQUITY
Shareholders’ liabilities:
Accrued expenses and other liabilities 5,603,062 5,515,599
End-of-service indemnities 324,078 324,078
Due to insurance operations 414,934 -
Total shareholders’ liabilities 6,342,074 5,839,677
Shareholders’ equity:
Share capital 200,000,000 200,000,000
Accumulated loss (22,312,716) (18,969,935)
Total shareholders’ equity 177,687,284 181,030,065
Total shareholders’ liabilities and equity 184,029,358 186,869,742
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY 232,470,800 186,869,742
— PR — R ,,D./""_“
“¥ VireCter

The accompanying notes are an integral part of these interim financial statements
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF INSURANCE OPERATIONS
FOR THE THREE MONTHS ENDED 31 MARCH 2009

REVENUES

Gross written premium
Reinsurance ceded premium

Net written premium
Changes in unearned premium

Net eamned premium
Reinsurance commission
Other underwriting income

Total revenues

COSTS AND EXPENSES
Gross paid claims

Reinsurance share

Net paid claims

Changes in outstanding claims

Net incurred claims

Policy acquisition costs

Excess of loss expenses

Operating and administrative salaries
Other general and administrative expenses
Other expenses

Total costs and expenses

Deficit from insurance operations
Shareholder’s appropriation from deficit

Net result for the period

ol

=

Cfro

Three months

ended 31

March 2009

SR

Three months
ended 31
March 2008
SR

(Un-audited)

31,052,840
(11,244,153)

(Un-audited)

19,808,687
(14,030,975)

5,777,712
467,714
30,810

6,276,236

588,158
(4,576)

583,582
3,027,223

3,610,805
180,789
1,875,531
2,883,808
1,380,411
52,902

9,984,246

(3,708,010)
3,708,010

q
0

O Ye (%o

The accompanying notes are an integral part of these interim financial statements
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-SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF SHAREHOLDERS’ OPERATIONS
FOR THE THREE MONTHS ENDED 31 MARCH 2009

Three months Three months

ended 31 March ended 31 March

2009 2008

Note SR SR
(Un-audited) (Un-audited)

Commission income from bank deposits 1,451,439 1,387,877

Net deficit transferred from insurance operations (3,708,010) -
General and administrative expenses (86,210) (1,714,140)
Net loss for the period (2,342,781) (326,263)
Loss per share (in SR) 10 (0.12) (0.02)

Weighted average number of outstanding shares 20,000,000 20,000,000

L.t

cro Cfo

The accompanying notes are an integral part of these interim financial statements
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF SHAREHOLDERS’ COMPREHENSIVE OPERATIONS

FOR THE THREE MONTHS ENDED 31 MARCH 2009

Three months Three months

ended 31 ended 31

March 2009 March 2008

SR SR
(Un-audited) (Un-audited)
Net loss for the period (2,342,781) (326,263)

Zakat and income tax (1,000,000) -
Total comprehensive loss for the period (3,342,781) (326,263)

/ v
Cy-e (—/ CEc — i e oy

The accompanying notes are an integral part of these interim financial statements
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
FOR THE THREE MONTHS ENDED 31 MARCH 2009

Balance at January 1, 2008
Net loss for the period

Balance at March 31, 2008
Balance at January 1, 2009

Net loss for the period
Zakat and income tax

Balance at March 31, 2009

s

-Fe U

The accompanying notes are an integral part of these interim financial statements

Share Accumulated

capital loss " Total

SR SR SR
(Un-audited ) (Un-audited) (Un-audited)

200,000,000 (12,842,025) 187,157,975

- (326,263) (326,263)

200,000,000 (13,168,288) 186,831,712

200,000,000 (18,969,935) 181,030,065
- (2,342,781) (2,342,781)
- (1,000,000) (1,000,000)

200,000,000 (22,312,716) 177,687,284

., < i /
‘ o e / ] A
C e Y e Cey
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF INSURANCE OPERATIONS’ CASH FLOWS
FOR THE THREE MONTHS ENDED 31 MARCH 2009

Three months

Three months ended
ended 31 31 March
March 2009 2008
SR SR

(Un-audited ) (Un-audited)
CASH FLOWS FROM OPERATING ACTIVITIES

Net result for the period - -

Adjustment for:

Depreciation 41,722 -
End of service indemnities 418,384 -
460,106 -
Changes in assets and liabilities:
Insurance receivables (26,054,229) -
Reinsurers share of unearned premium (9,298,252) -
Reinsurers share of outstanding claims (653,751) -
Deferred policy acquisition costs (795,221) -
Prepaid expenses and other assets (501,250) -
Due from shareholders (1,844,650) -
Payable 12,016,870 -
Unearned premium 23,329,228 -
Unearned reinsurance commission 2,117,541 -
Outstanding claims 3,680,974 -
Accrued expenses and other liabilities 6,878,445 -
Net cash from operating activities ‘ 9,335,811 -

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment (380,560) -
Net cash used in investing activities (380,560) -
Increase in cash and cash equivalents 8,955,251 -

Cash and cash equivalents at the beginning of the period - -

CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD 8,955,251 -

- * r
)g\\// el ‘i‘? . e ¢
] R

e

(¥ e Crn ¢

Do e (vey.

The accompanying notes are an integral part of these interim financial statements
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)

(A SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF SHAREHOLDERS’ OPERATIONS’ CASH FLOWS

FOR THE THREE MONTHS ENDED 31 MARCH 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss for the period

Adjustment for:
Depreciation
End of service indemnities

Changes in assets and liabilities:
Accrued commission receivable
Prepaid expenses and other assets
Accrued expenses and other liabilities
Due to insurance operations

Net cash from (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of property and equipment
Short term deposit matured

Net cash from (used in) investing activities

Cash and cash equivalents at the beginning of the period

CASH AND CASH EQUIVALENTS AT THE END
OF THE PERIOD

R

C% o LT &

The accompanying notes are an integral part of these interim financial statements

Three months Three months
ended 31 ended 31
March 2009 March 2008
SR SR
(Un-audited) (Un-audited )
(2,342,781) (326,263)
- 80,646
- 63,277
(2,342,781) (182,340)
1,706,293 -
315,572 (4,598,600)
(912,537) -
1,844,650 -
611,197 (4,780,940)
- (407,563)
133,602,799 -
133,602,799 (407,563)
2,909,744 185,898,541
137,123,740 180,710,038
DR € Lte v

-9 .



SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS ENDED 31 MARCH 2009

N

1. GENERAL

The Saudi United Cooperative Insurance Company (the Company) is a Saudi Joint Stock Company
established in Al Khobar, Kingdom of Saudi Arabia and incorporated on 4 July 2007 corresponding to
19 Jumada II 1428H under Commercial Registration No. 2051034982.

The purpose of the Company is to transact in cooperative insurance operations and all related activities.

The Company was granted the license (number TMN/16/2008) to practice general and medical
insurance and re-insurance business from SAMA on 28 Jumada II 1429 H corresponding to 2 July 2008.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The interim financial statements for the three months ended March 31, 2009 have been prepared in
accordance with International Accounting Standards 34-Interim Financial Reporting (IAS 34).

In management’s opinion the interim financial statements reflects all adjustments (which include normal
recurring adjustments) necessary to present fairly the results of operations for the interim period
presented.

The significant accounting policies adopted in the preparation of these financial statements are set out
below:

a) Accounting convention
The financial statements are prepared under the historical cost convention except for certain
financial instruments which are measured at fair value.

b) Basis of presentation
The Company maintains separate books of account for the insurance operations and
shareholders. Income and expenses clearly attributable to either activity are recorded in the
respective accounts.

¢) Functional currency
The functional currency and presentation used for the Company’s financial statements is the Saudi
Arabian Riyal.

d) Revenue recognition
Premiums are taken into income over the terms of the policies to which they relate on a pro-rata
basis using 1/365 method except for marine insurance which is calculated based on last three
months premium. Unearned premiums represent the portion of premiums written relating to the
unexpired period of insurance coverage. The change in the provision for unearned premiums is
taken to the “statement of insurance operations”, over the period of risk.

Retained premiums and commission income in the current period, which relate to unexpired risks
beyond the end of the financial period, are reported as unearned based on actual number of days.

Commission income is recognized on an effective yield basis taking account of the principal
outstanding and the commission rate applicable.
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

e)

g)

h)

Investments

Investments in a company where the Company owns less than 20 percent equity and does not
exercise any significant influence, through the participation in the investee’s financial and operating
policies, are stated at cost less any allowance for permanent impairment in value. Income from these
investments is recognized when dividends are received.

Reinsurance

In the ordinary course of business, the Company cedes insurance premium and risk. Such
reinsurance arrangements provide for greater diversification of business, allows management to
control exposure to potential losses arising from large risks, and provide additional capacity for
growth. A significant portion of the reinsurance is affected under treaty, facultative and excess of
loss reinsurance contracts. An asset or liability is recorded in the insurance operations' balance sheet
representing premiums due to or payments due from reinsurers and the share of losses recoverable
from reinsurers. Amounts receivable from reinsurance is estimated in a manner consistent with the
claim liability associated with the insured parties. An impairment review is performed at each
reporting date or more frequently when an indication of impairment arises during the reporting
period. Impairment occurs when objective evidence exists that the Company may not recover
outstanding amounts under the terms of the contract and when the impact on the amounts that the
Company will receive from the reinsurer can be measured reliably. The impairment loss is recorded
in the statement of insurance operations.

Deferred policy acquisition costs

Those direct and indirect costs incurred during the financial period arising from the writing or
renewing of insurance contracts are deferred to the extent that these costs are recoverable out of
future premiums. All other acquisition costs are recognized as an expense when incurred.

Subsequent to initial recognition, these costs are amortized on a pro-rata basis based on the term of
expected future premiums, except for marine cargo where the deferred portion shall be the cost
incurred during the last quarter. Amortization is recorded in the statement of insurance operations.

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 period and are treated
as a change in accounting estimate.

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

Foreign currencies

Transactions in foreign currencies are recorded at the exchange rate in effect at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated at the
rate of exchange ruling at the balance sheet date. All differences are taken to the interim statement
of insurance and/or shareholder’s operations
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i

D

k)

)

Receivables

Receivables are recognized when due and measured on initial recognition at the fair value of the
considerations received or receivable. The carrying value of premiums receivables is reviewed for
impairment whenever events or circumstances indicate that the carrying amount may not be
recoverable, with the impairment loss recorded in the statement of insurance operations. Premiums
receivables are derecognized when the de-recognition criteria for financial assets have been met.

Property and equipment

Property and equipment are stated at cost net of accumulated depreciation. Depreciation is
computed using the straight-line method over the estimated useful lives of the assets. The estimated
useful lives of the principal classes of assets are as follows:

Years
Computer equipment & software 4
Furniture, fixtures and office equipment 5
Vehicles 4

Impairment and uncollectibility of financial assets

An assessment is made at each balance sheet date to determine whether there is objective evidence
that a financial asset or group of financial assets may be impaired. If such evidence exists, any
impairment loss is recognized in the statements of insurance operations or shareholders’ operations.
Impairment is determined as follows:

o For assets carried at fair value, impairment is the difference between the cost and fair value.

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

o For assets carried at amortized cost, impairment is based on estimated cash flows that are
discounted at the original effective commission rate.

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.

Insurance contracts

Insurance contracts are defined as those containing insurance risk at the inception of the contract or
those where at the inception of the contract there is a scenario with commercial substance of
existence of insurance risk. This insurance risk is dependent on both the probability of an insured
event and the magnitude of its potential effect.

Once a contract has been classified as an insurance contract, it remains an insurance contract for the
remainder of its lifetime, even if the insurance risk reduces significantly during this period.
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

n)

p)

qQ

r)

Liability adequacy test

At each balance sheet date, liability adequacy tests are performed to ensure the adequacy of the
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 insurance operations initially by writing off related deferred policy acquisition costs
and by subsequently establishing a provision for losses arising from liability adequacy tests (the un-
expired risk provision).

Where the liability adequacy test requires the adoption of new best estimate assumptions, such
assumptions (without margins for adverse deviation) are used for the subsequent measurement of
these liabilities.

Outstanding claims

Outstanding claims comprise the estimated cost of claims incurred but not settled at the balance
sheet date together with related claims handling costs and a reduction for the expected value of
salvage and other recoveries, whether reported by the insured or not. Provisions for reported claims
not paid as of the balance sheet date are made on the basis of individual case estimates. In addition,
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 (IBNR) including related claims handling
costs and the expected value of salvage and other recoveries at the balance sheet date.

Any difference between the provisions at the balance sheet date and settlements and provisions in
the following period is included in the statement of insurance operations for that period.

The outstanding claims are shown on a gross basis and the related reinsurers' share is shown
separately.

Provisions for obligations '
Provisions are recognized when the Company has a legal or constructive obligation as a result of a
past event, and it is probable that an outflow of resources embodying economic benefits will be
required to settle the obligation and a reliable estimate can be made of the amount of the obligation.

Employees’ end-of-service indemnities

Employees’ end of service indemnities are accrued currently and are payable as a lump sum to all
employees under the terms and conditions of Saudi Arabian Labor Regulations on termination of
their employment contracts. The liability is calculated as the current value of the vested benefits to
which the employee is entitled, shouid the employee be terminated at the financial position date.
End of service payments are based on employees’ final salaries and aliowances and their cumulative
years of service, as stipulated by the Saudi Arabian Labor Regulations.

Zakat and income tax

The Company is subject to Zakat and income tax on behalf of the Saudi and foreign shareholders,
respectively, in accordance with the regulations of the Department of Zakat and Income Tax. Zakat
and income tax is accrued and charged to the statement of shareholders’ comprehensive operations.
The zakat charge is computed on the Saudi shareholders’/GCC Nationals® share of the zakat base.
Income tax is computed on the foreign shareholder’s share of adjusted net income. Any difference
in the estimate is recorded when the final assessment is approved, at which time the provision is
cleared.
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

s)

t)

Offsetting

Financial assets and liabilities are offset and the net amount reported in the balance sheet only when
there is a legally enforceable right to offset the recognized 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 interim statement of insurance and shareholder’s operations unless required or
permitted by an accounting standard or interpretation.

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

Fair values
Fair values of commission bearing items are estimated based on discounted cash flows using
commission for instruments with similar terms and risk characteristics.

Segmental reporting

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

¢ General provides coverage for engineering, fire, marine, motor and other general insurance.
¢ Health provides coverage for medical insurance.

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

No inter-segment transactions occurred during the period. If any transaction was to occur, transfer
prices between business segments are set on an arm's length basis in a manner similar to transactions
with third parties. Segment income, expense and results will then include those transfers between
business segments which will then be eliminated at the level of the interim financial statements of
the Company.

SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS

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

The key assumptions concerning the future and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying amounts
of the assets and liabilities within the next financial year are discussed below.
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

3. SIGNIFICANT ACCOUNTING ESTIMATES AND ASSUMPTIONS (Continued)

The uitimate liability arising from claims made under insurance contracts

The estimation of the ultimate liability arising from claims made under insurance contracts is the
Company's most critical accounting estimate. There are several sources of uncertainty that needed to be
considered in estimating the liability that the Company will ultimately pay for such claims. The
provision for claims incurred but not reported (IBNR) is an estimation of claims which are expected to
be reported subsequent to the balance sheet date, for which the insured event has occurred prior to the
balance sheet date. The primary 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.

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

Impairment losses on receivables

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 the ability to pay all amounts due as per contractual terms.

Deferred acquisition costs

Certain acquisition costs related to the sale of new policies are recorded as deferred acquisition costs and
are amortised in the statement of insurance operations over the related period of policy coverage. If the
assumptions relating to future profitability of these policies are not realised, the amortization of these
costs could be accelerated and this may also require additional impairment write-offs in the statement of
insurance operations.

4., CASH AND CASH EQUIVALENTS
i) Insurance operations:

Cash and cash equivalents of the insurance operations are comprised of the following:

31 March 31 December

2009 2008

SR SR

(Un-audited) (Audited)

Cash in hand 36,000 -
Bank current accounts 8,919,251 -
8,955,251 -
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

4. CASH AND CASH EQUIVALENTS (Continued)
ii) Shareholders:

Shareholders’ cash and cash equivalents are comprised of the following:

31 March 31 December

2009 2008

SR SR

(Un-audited) (Audited)

Bank current account 189,980 2,909,744
Short-term Deposits 136,933,760 -
137,123,740 2,909,744

Bank current accounts and short-term deposits are placed with counterparties who have investment
grade credit ratings.

Short-term investments are made for varying periods of between one day and three months depending
on the immediate cash requirements of the Company. All short-term investments are subject to an
average commission rate of 0.5% as at March 31, 2009 (December 31, 2008: 4.8%).

5. INSURANCE RECEIVABLES

Receivables from insurance operations are comprised of net amounts due from the following:

31 March 31 December
2009 2008
SR SR

(Un-audited) (Audited)

Policyholders 14,462,165 -
Agents and brokers 10,300,225 -
Insurance companies 1,291,839 -

26,054,229 -

6. RELATED PARTY TRANSACTIONS

The significant transactions with related parties and the related approximate amounts are as follows:

31 March 31 March

2009 2008

SR SR
(Un-audited) (Un-audited)

Gross premium received from Directors and their related parties 355,493 -
Amount received on behalf of an affiliate 10, 296,788 -
Amount paid/ debited to an affiliate 4,261,105 -
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

6. RELATED PARTY TRANSACTIONS (Continued)

Balances due to/ from related parties are comprised the following:

31 March 31 March
2009 2008
SR SR
(Un-audited) (Un-audited)
Premium receivable from Directors and their related parties 1,287,121 -
Amounts (payable) / receivable from an affiliate (10,152, 016) 5,061,720

7. STATUTORY DEPOSIT

The statutory deposit represents 10% of the paid up share capital which is maintained in accordance with
the implementing guidelines on the Law on Supervision of ‘Co-operative Insurance Companies. This
statutory deposit can not be withdrawn without the consent of SAMA.

8. SEGMENTAL INFORMATION

Consistent with the Company’s internal reporting process, business segment has been approved by
Management in respect of the Company’s activities, assets and liabilities as stated below.

Segment results do not include operating and administrative salaries and general and administrative
expenses.

Business segments

General Health
insurance insurance Total
SR SR SR

For the three months ended March 31, 2009
Insurance operations
Gross written premium 30,668,536 384,304 31,052,840
Reinsurance ceded premium (10,975,141) (269,012) 11,244,153
Net written premium 19,693,395 115,292 19,808,687
Net earned premium 5,755,413 22,299 5,777,712
Reinsurance commission 467,714 - 467,714
Net incurred claims (3,610,805) - (3,610,805)
Policy acquisition costs (180,703) (86) (180,789)
Excess of loss expenses (1,875,531) - (1,875,531)
Other expenses (22,092) - (22,092)
Net underwriting results 533,996 22,213 556,209

There was no insurance operation in 2008.
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SAUDI UNITED COOPERATIVE INSURANCE COMPANY (WALA’A)
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTHS ENDED 31 MARCH 2009

9.

10.

11.

12.

13.

14.

CONTINGENT LIABILITIES

As at March 31, 2009, the Company had an outstanding letter of guarantee amounting to SR 25 million
(December 2008: SR 25 million) in favor of Council of Co-operative Health Insurance (“CCHI”).

LOSS PER SHARE

Loss per share has been calculated by dividing the net loss for the period by the average issued shares
for the period.

GEOGRAPHICAL DISTRIBUTION

All the assets and liabilities of the Company are located in the Kingdom of Saudi Arabia.

RESULTS OF THE INTERIM PERIOD

The results of the interim period are not an indication of the results of the full statutory financial period.
COMPARATIVE FIGURES

Certain figures for 2008 have been reclassified to conform to the presentation in the current year.
APPROVAL OF THE INTERIM FINANCIAL STATEMENTS

The interim financial statements have been approved by the Board of Directors on April 20, 2009,
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