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REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS

To the stockholders
Trade Union Cooperative Insurance Company
Al Khobar, Saudi Arabia

Scope of review

We have reviewed the eondensed interim statement of financial position of Trade Union Cooperative
Insurance Company (A Saudi Joint Stock Company) (“the Company™) as at December 31, 2009, and the
related condensed interim statements of stockholders’ operations, and stockholders® comprehensive operations
for the three months and year ended December 31, 2009 and for the period from inception (Fanuary 6, 2008) to
December 31, 2009 and the condensed interim statements of changes in stockholders’ equity and stockholders’
cash flows for the period from inception (January 6, 2008) to December 31, 2009 and notes 1 to 11 which form
part of these condensed interim financial statements. These condensed interim financial statements are the
responsibility of the Company's management and have been prepared by them in accordance with International
Accounting Standard ([AS) 34 and submitted to us together with all the information and explanations which
we requircd. We conducted our review in accordance with the Standard on Review of Interim Financial
Reporting issued by the Saudi Organization for Ccrtified Public Accountants (SOCPA). A review consists
principally of applying analytical procedures to financial data and information and making inquiries of persons
responsible for financial and accounting matters. It is substantialiy less in scope than an audit conducted in
accordance with Generally Accepted Auditing Standards, the objective of which is the expression of an
opinion regarding thc financial statements taken as a whole. Accordingly, we do not express such an opinion.

Explanatory paragraph

As described in note 2 to thc accompanying condensed interim financial statements, the Company started its
insurance operations on January 1, 2009. The Company also intcnds to enter into an agreement to transfer the
insurance portfolio from Trade Union Insurance Company B.S.C (closed) to the Company effective January 1,
2009. However, the process to transfer the insurance portfolio has not been completed. The management did
not preparc the statement of financial position for insurance opcrations, statement of insurance opcrations and
statement of insurance cash flows. As a result, the accompanying condensed interim financial statements are
inconiplete and the corresponding effect of the insurance operations might have a matcriat impact on them.



REPORT ON REVIEW OF CONDENSED INTERIM FINANCIAL STATEMENTS (Continued)

Conclasion

Based on our review, except for the effects of the non preparation of insurance operations financial statements,
as set out in the explanatory paragraph above, we are not aware of any material modifications required to the
accompanying condensed interim financial statements for them to be in conformity with International

Accounting Standard (1AS) 34,

Emphasis of a matter

We draw attention to the fact that these condensed interim financial statements are prepared in accordance with
International Accounting Standard 34 - Interim Financial Reporting (IAS 34} and not in accordance with the
Standard on Interim Financial Reporting issued by SOCPA.
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF FINANCIAL POSITION
AS AT DECEMBER 31, 2009

Note

SR

STOCKHOLDERS’ ASSETS

Cash and cash equivalents

Available for sale investments

Prepayments and other receivables

Investments in eompanics

Stawtory deposit 6
Property and equipment

TOTAL STOCKHOLDERS® ASSETS

STOCKHOLDERS’ LIABILITIES AND EQUITY

Stockholders’ liabilities
Accounts payable and other liabilities
End-of-service indemnities

Total stockholders® liabilities
Stockholders’ equity
Share capital 4

Fair value reserve
Accumulated losses

Total stockholders’ equity
TOTAL STOCKHOLDERS’ LIABILITIES AND EQUITY

(Un-audited)

155,581,788
70,884,284
2,618,291
5,675,578
25,000,000
3,204,883

262,964,824

19,064,413
125,217

19,189,630

250,000,000
884,284
(7,109,090)

243,775,194

262,964,824

The accompanying notes form an integral part of these condensed interim financial statements

-
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TRADE UNION COOPERATIVE INSURANCE COMPANY

{(SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF STOCKHOLDERS’ OPERATIONS
FOR THE PERIOD ENDED DECEMBER 31, 2609 AND THE PERIOD FROM INCEPTION

(JANUARY 6, 2008) TO DECEMBER 31, 2009

For the period
from inception
From October From January (January 6,
1, 2009 to 1, 2009 to 2008) to
December 31, December 31, December 31,
2009 2009 2009
Note SR SR SR
(Un-audited) (Un-audited) (Un-audited)
Revenue
Commission income 428,250 2,997,825 9,901,498
Total revenue 428,250 2,997 825 9,901,498
Costs and expenses
Incorporation and floatation expenses - - (7,203,788)
General and administrative expenses (778,632) (2,664,806) (4,806,800)
Total costs and expenses {778,632) (2,664,806) (12,010,588)
NET (LOSS) INCOME FOR THE PERIOD {350,382) 333,019 (2,109,090)
(Loss) earnings per share for the period 8 (0.01) 0.01 (0.08)
Weighted average number of cutstanding
shares 25,000,000 25,000,000 25,000,000

The accompanying notes form an integral part of these condensed interim financial statements
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF STOCKHOLDERS’ COMPREHENSIVE
OPERATIONS

FOR THE PERIOD ENDED DECEMBER 31, 2009 AND THE PERIOD FROM INCEPT10N
{(JANUARY 6, 2008) TO DECEMBER 31, 2009

For the period
from inception
From October From January {January 6,

1, 2009 to 1, 2009 ¢o 2008) to
December 31, Deeember 31, December 31,
20409 2019 2009
SR SR SR
{Un-audited) (Un-audited) (Un-audited )
Net (loss) ineome for the period (350,382) 333,019 (2,109,090)
Other comprehensive income
Change in fair value of available for sale investments 160,885 884,284 884,284
Other comprehensive expenses
Zakat and income tax (1,250,000) {5,000,000) (5,000,000)
TOTAL COMPREHENSIVE LOSS FOR THE
PERIOD (1,439.497)  (3,782,697) (6,224,806)

The accompanying notes form an integral part of these condensed interim financial statements
-5



TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE PERIOD FROM INCEPTION (JANUARY 6, 2008) TO DECEMBER 31, 2009

Share Fair value Accumulated

capital reserve losses Total

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

Sharc capital introduced 4 250,000,000 - - 250,000,000

Change in fair value of available for

sale investments - 884,284 - 884,284
Net loss for the period - - (2,J09,090) (2,109,090)
Zakat and income tax - - (5,000,000) (5,000,000)

December 31, 2009 250,000,000 884,284  (7,109,090) 243,775,194

The accompanying notcs form an integral part of these condensed interim financial statements
-6-



TRADE UNION COOPERATIVE INSURANCE COMPANY

(SAUDI JOINT STOCK COMPANY)

CONDENSED INTERIM STATEMENT OF STOCKHOLDERS® CASH FLOWS

FOR THE PERIOD FROM INCEPTION (JANUARY 6, 2008) TO DECEMBER 131, 2009

OPERATING ACTIVITIES
Net loss for the period

Adjustments for:
Depreciation
End-of-serviee indemnities

Changes in operating assets and liabilities:
Prepayments and other receivables
Statutory deposit

Accounts payable and other liabilities

Cash used in operations

Zakat and income tax paid

Net cash used in operating activitics

INVESTING ACTIVITIES

Availablc for sale investments
Investments in companies
Purchase of property and equipment

Net cash used in investing activities
FINANCING ACTIVITIES
Proceeds from issuance of share capital
Net cash from financing activities

Net change in cash and cash equivalents

CASH AND CASH EQUIVALENTS, DECEMBER 31

Non-cash transactions:
Change in fair value of available for sale investments

SR

{Un-audited )

(2,109,090)

929,801
125,217

(2,618,291)
(25,000,000)
15,066,376

(13,605,987)

(1,001,963)

(14,607,950)

(70,000,000)
(5,675,578)
(4.134,684)

(79,810,262)

250,000,000

250,000,000

155,581,788

155,581,788

884,284

The accompanying notes form an integral part of these condensed interim financial statements
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
FOR THE PERIOD ENDED DECEMBER 31, 2009

1. ORGANIZATION AND ACTIVITIES

Trade Union Cooperative Insurancc Company (“the Company™) is a Saudi joint stock company registered
on 21 Muharram, 1429H (January 30, 2008) under commercial registration number 2051036304.

The activities of the Company are to transact cooperative insurance operations and all related activities in
accordance with the Law on Supervision of Cooperative Insurance Companies and its implementing
regulations in the Kingdom of Saudi Arabia. On 23 Rabi’ I, 1429H (March 31, 2008), the Company
received the license from Saudi Arabian Monetary Agency (SAMA) to transact insurance and reinsurance
business in the Kingdom of Saudi Arabia.

The accompanying condensed interim financial stateinents for this quarter include the period from
inception {January 6, 2008) to December 31, 2009 being the first financial year of the Company.

The Company’s principal place of business is in Al Khobar, Kingdom of Saudi Arabia.
2. ASSET PURCHASE AGREEMENT AND TRANSFER OF INSURANCE PORTFOLIO

The Company started its insurance operations on January I, 2009. In the General Assembly Meeting
convened on January 28, 2009, the stockholders approved that the Company will enter into a purchase
agreement whereby it is expected to purchase the insurance business operations (“the portfolio™} in the
Kingdom of Saudi Arabia of Trade Union Insurance Co. B.5.C (closed) with effect from January 1, 2009.
The purchase price was based on a valuation study conducted in accordance with the due diligence and
valuation guidelines issned by SAMA.

As the process to transfer the insurance portfolio has not been completed, the management did not prepare
the statement of financial position for insurance operations, statement of insurance operations and
statement of insurance operations’ cash flows. As a result, the accompanying condensed interim financial
statements are incomplete and the corresponding effect of the insurancc operations might have a material
impact on them.

3. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Statement of Compliance
The condensed interim financial statements of the Company have been prepared in accordance with
International Accounting Standard 34 - Interim Financial Reporting (IAS 34).

In the Cownpany’s opinion except for exclusion of the policyholders’ statements as stated in note 2, the
condcnsed interim financial statements reflect all adjustments {which include normal recurring
adjustments) necessary to present fairly the results of operations for the interim period presented. The
Company’s interim results may not be indicative of its annual rcsults,

Use of estimates in the preparation of condensed interim financial statements

The preparation of condensed interim financial statements in conformity with generally accepted
accounting principles requires the use of estimates and judginents that affect the reported amounts of
assets and liabilities and disclosure of contingcnt assets and iiabilities at the date of the financial
statemcnts and the reported amounts of revenues and expenses during the reporting period. Although thesc
estimates and judgmcnts are based on management's best knowledge of current events and actions, actual
results ultimatety may differ from those estimates. Further, details of the spccific estimates and judgments
made by management are given in the accounting policy notes below.
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAIL STATEMENTS (UN-AUDITED)
(Continued)
FOR THE PERIOD ENDED DECEMBER 131, 2009

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

Accounting convention

The condensed interim financial statcments are prcpared under the historical cost convention except for
the revaluation of certain financial instruments.

Basis of presentation

The Company maintains separate books of account for the insurance operations and stockholders. Income
and expenses clearly attributable to either activity are recorded in the respective accounts. The basis of
allocation of expenses from joint operations is determined by the management and approved by the Board
of Directors.

Revenue recognition
Commission income on bank deposits is recognized on an accruals basis.

Impairment of assets

An assessment is made at each balance sheet date to determine whether there is objective evidence that a
financia! asset or a group of financial assets may be impaired. If there is objective evidence that an
impairment loss on a financial asset has been incurred, the estimated recoverable amount of that asset is

determined and any impairment loss is recognized for changes in its carrying amounts based on the decline
in fair value.

Investments

Non-trading financial investments which are classified as “available for sale,” are initially recorded at cost,
being the fair value of the consideration given including acquisition eharges associated with the
investment. After initial recognition, such investments are re-measured at fair value, unless fair value
cannot be reasonably measured in which case the investments are carried at cost. Any unrealized gain or

loss arising from a change in fair value is charged to the condensed interim statement of changes in
stockholders’ equity.

Investment in companies in which the Company neither exercises control nor significant influence and
when the fair value is not readily determinable are held at cost adjusted for any impairment in value.
Income froimn the investments is recognized when dividends are received.

Incorporation and floatation expenses

Incorporation and floatation expenses include expenses which do not have future benefits and accordingly
were written off in the first vear after incorporation.

Property and equipment

Property and equipment are stated at cost less accumulated depreciation, Expenditure on maintenance and
repairs is expensed, while expenditure for betterment is capitalized. Depreciation is provided over the
estimated useful lives of the applicable assets using the straight line method.

Foreign eurrcocy translation

Transactions denominated in foreign currencies are translated into Saudi Riyals at exchange rates
prevailing at the daies of such transactions. Monetary assets and liabilities denominated in foreign
curfencies are translated into Saudi Riyals at exchange rates prevailing at the condensed statement of

financial position date. Exchange gains or losses are charged to the condensed interim statement of
stockholders” operations.
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TRADE UNION COOPERATIVE INSURANCE COMPANY
{(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
(Continued)
FOR THE PERIOD ENDED DECEMBER 31, 2009

End-ol-service indemnities

Employees” end of service benefits are accrued currently and are payable as a lump sum to all employees
under the terms and conditions of Saudi 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, should the employee be terminated at the condensed interim statement of financial position date.
End of service payments are based on employees’ final salaries and allowances and their cumulative years
of service, as stipulated by the Saudi Arabian Labor Regulations.

Zakat and income tax

The Company is subject to the Regulations of the Department of Zakat and Income Tax (“DZIT”) in the
Kingdom of Saudi Arabia. Zakat and income tax are provided on an accruals basis at the period end and is
charged to the condensed interim statement of changes in stockholders’ equity. The zakat charge is
computed on the Saudi stockholder’s/GCC Nationals’ share of the zakat base. Income tax is computed on
the foreign stockholder’s share of adjusted net income. Any difference in the estimate is recorded when
the fmal assessment is approved, at which time the provision is cleared.

Cash and cash equivalents

Cash and cash equivalents include cash, demand deposits, and highly fiquid investments with original
maturities of three months or less.

Expenses

As the Company is yet to commence its insurance operations, all expenscs incurred are considered to be
general and administrative expenses and are classified as such.

Provisions
A provision for incurred liabilities is recognized when the Company has a present legal or constructive

obligation as a result of past events and it is more likely than not that an outflow of resources will be
required fo settle the obligation and the amount can be reliably estimated.

Fair values

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

Statutory reserve
In accordance with its Articles of Association, the Company shall allocate 20% of its net income each year

until it has built up a reserve equal to the share capital. In view of the accumulated losses, no such transfer
has been made for the period ended 31 December 2009.

4. SHARE CAPITAL

The authorized, issued and paid up share capital of the Company is SR 250 million at the period end
consisting of 25 million shares of SR 10 each.
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
(Continued)
FOR THE PERIOD ENDED DECEMBER 31, 2009

5. COMMITMENTS

Commitments for minimum lease payments under non-cancelable operating leases as at December 31,
2009 are as follows:

SR
Not later than one vear 830,340
Later than one vear but not later than five years 2,491,020
Total minimum lease payments 3321360

Operating lease payments represent rentals payable by the Company for the offices.

At December 31, 2009, the Company had outstanding capital commitments of SR 402,311 in respect of
purehase of property and equipment.

6. 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 Insuranee Companies. This
statutory deposit cannot be withdrawn without the consent of SAMA.

7. SEGMENTAL DISCLOSURES

As the Company has not presented the policyholders’ statements as described in note 2, there are no
operations to be classified under segments.

8. (LOSS) EARNINGS PER SHARE

(Loss) earnings per share for the period has been calculated by dividing net (loss) income for the period by
the weighted average number of outstanding shares at the end of the period.

9. RELATED PARTY TRANSACTIONS

During the period, the Company transacted with the following related parties:

For the period
from inception

From QOctober From January (January 6,

1,2009 to 1,2009 to 2008) to

Deccmber 31, December 31, December 31,

2009 2009 2009

Related party Nature of transaction SR SR SR

(Un-audited)  (Un-audited) (Un-audited)
Trade Union Insurance Co. B.S.C Payments on behalf of

(closed) the Company 1,104,927 7,103,809 16,695,946

Board members Traveling expenses 4,587 14,181 23,179
Board members Meeting attendance fee 24,000 47,130 86,130
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TRADE UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONDENSED INTERIM FINANCIAL STATEMENTS (UN-AUDITED)
(Continued)

FOR THE PERIOD ENDED DECEMBER 131, 2009

10. GEOGRAPHICAL DISTRIBUTION

All the assets and liabilities of the Company are located in the Kingdom of Saudi Arabia, except for
investment in companies which includes investment of SR 3.8 million held in Cayman Isfands.

11. APPROVAL OF THE INTERIM CONDENSED FINANCIAL STATEMENTS

The interim condensed financial statcments have been approved by the Board of Directors on January 11,
2010.
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