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Deloitte & Touche
Bakr Abulkhair & Co.

Associated Accountants
Accountants & Consultant B D O
Member of BDO International

P. O. Box 8820 - Dammam 31492

Tel. : 8351480 - 8351488
Fax : 8351482

Al-Robian Co.

Lic. No. 222/11/40

Head Office : Riyadh
-
Deloitte.
Public Accountants

Licence No. 96
P.O. Box 182, Dammam 31411 Telephone : 3-8873937
Kingdom of Saudi Arabia Facsmile :3-8873931

AUDITORS' REPORT (LIMITED REVIEW)
ON INTERIM FINANCIAL STATEMENTS

To the stockholders ,
Gulf Union Cooperative Insurance Company
Dammanm, Saudi Arabia

Scope of Review

We have reviewed the interim balance sheet of Gulf Union Cooperative Insurance Company (“Saudi Joint
Stock Company™), as of March 31, 2008 and the related interim statements of pre-operating activities and
cash flows for the period from inception (August 26, 2007) to March 31, 2008 , and notes 1 to 8 which form
part of these interim financial statements as prepared by the Company and presented to us with all the
necessary information and explanations. These interim financial statements are the responsibility of the
Company’s management.

We conducted our review in accordance with the standard of auditing applicable to interim financial reporting
issued by the Saudi Organization for Certified Public Accountants. A review of interim financial information
consists principally of applying analytical procedures to financial data and making inquiries of persons
responsible for financial and accounting matters. It is substantially 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 the financial statements taken as a whole. Accordingly, we do not express such an opinion.

‘Review Results

Based on our limited 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 generally accepted accounting
standards.

Deloitte & Touche
akr Abulkhair & Co.

Associated Accountants
Member of BDO International

¢

. Al-Sagga
License No. 322

Hamoud Ali Al-Rubian
License No. 222
3 Rabi ‘II, 1429
April 9, 2008
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GULF UNION COOPERATIVE INSURANCE COMPANY

(SAUDI JOINT STOCK COMPANY)

INTERIM BALANCE SHEET
AS OF MARCH 31, 2008
March 31,
2008
SR
(Un-audited)
STOCKHOLDERS’ ASSETS

- Cash and cash equivalents

Other receivables and prepayments
Advance to related party under formation
Statutory deposit

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
Accumulated losses

Total stockholders’ equity
TOTAL STOCKHOLDERS’ LIABILITIES AND EQUITY

174,704,449
3,134,405
2,040,000

22,000,000
1,845,955

203,724,809

4,944,480
83,697

5,028,177

220,000,000
(21,303,368)

198,696,632

203,724,809

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

INTERIM STATEMENT OF PRE-OPERATING ACTIVITIES
FOR THE PERIOD ENDED MARCH 31, 2008

From January
1,2008 to
March 31,
2008

SR

For the period
from
inception
(August 26,
2007) to
March 31,
2008

SR

Revenues
Commission income from bank deposits

Total revenue
Costs and expenses

Incorporation and floatation expenses
General and administrative expenses

Total costs and expenses

NET INCOME (LOSS) FOR THE PERIOD
Earning (loss) per share for the period

Weighted average number of outstanding shares

(Un-audited)

(Un-audited)

1,539,831 7,270,381
1,539,831 7,270,381
- (24,724,760)
(975,620)  (3,848,989)
(975,620) _ (28,573,749)
564,211  (21,303,368)
0.03 (0.97)
22,000,000 22,000,000

The accompanying notes form an integral part of these interim financial statements
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GULF UNION COOPERATIVE INSURANCE COMPANY

(SAUDI JOINT STOCK COMPANY)

INTERIM STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM INCEPTION (AUGUST 26, 2007) TO MARCH 31,2008

PRE-OPERATING ACTIVITIES
Net loss for the period

Adjustments for:
Depreciation
End-of-service indemnities

Changes in assets and liabilities:

Other receivables and prepayments
Advance to related party under formation
Statutory deposits

Accounts payable and other liabilities

Net cash used in pre-operating activities

INVESTING ACTIVITIES
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, beginning of the period
CASH AND CASH EQUIVALENTS, end of the period

SR

(Un-audited)

(21,303,368)

122,617
83,697

(3,134,405)

(2,040,000)

(22,000,000)
4,944,480

(43,326,979)

(1,968,572)

(1,968,572)

220,000,000

220,000,000

174,704,449

174,704,449

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

NOTES TO THE INTERIM FINANCIAL STATEMENTS
FOR THE PERIOD ENDED MARCH 31, 2008

1. ORGANIZATION AND ACTIVITIES

Gulf Union Cooperative Insurance Company (“the Company™) is a Saudi joint stock company registered
on 13 Shaban, 1428H (August 26, 2007) under commercial registration number 2050056228,

The objectives 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 and laws and regulations in the Kingdom of Saudi Arabia. On 29 Sha’aban, 1428 (September
11, 2007), the Company received the permit from Saudi Arabian Monetary Agency (SAMA) to transact
insurance and reinsurance business in the Kingdom of Saudi Arabia. ‘

As of period end, the Company is under pre-operating stage and no insurance related transactions were
conducted during the period from incorporation to March 31, 2008.

The Company’s principal place of business is at Dammam, Kingdom of Saudi Arabia.

The Company is planning to enter into a purchase agreement whereby it is expected to purchase the
insurance business and the related net assets of Gulf Union Insurance and Risk Management Company
E.C.’s operations in the Kingdom of Saudi Arabia. The purchase price will be based on a valuation study
conducted in accordance with the due diligence and valuation guidelines issued by Saudi Arabian
Monetary Agency (SAMA). The price will be subject to approval of SAMA and the shareholders of both
companies. The valuation study is currently under review by SAMA as of the balance sheet date.

The Company expects that it will take over the assets and liabilities of Gulf Union Insurance and Risk
Management Company E.C including the business portfolio of the Gulf Union Insurance and Risk
Management Company by or before September 4, 2008 after which, the Company is expected to start its
operations.

2. BASIS OF PREPARATION

As per the Article of Association of the Company, the first financial year of the Company shall cover the
period from the date of the Ministerial decision approving the formation of the Company and issue the
commercial registration until the 31% December of the following Gregorian year which is December 31,
2008. The accompanying review financial statements are the first reviewed financial statements issued by
the Company.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying interim financial statements have been prepared in accordance with the Standard of
Accounting for Interim Financial Reporting issued by the Saudi Organization for Certified Public
Accountants (*SOCPA”) and in accordance with relevant International Financial Reporting Standards
("IFRS"), where there is no specific guidance in SOCPA standards. The significant accounting policies
adopted in the preparation of these financial statements are set out below:

Accounting convention
The financial statements are prepared under the historical cost convention.
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GULF UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)
FOR THE PERIOD ENDED MARCH 31, 2008

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 accrual basis.

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

Property and equipment
Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided over
the estimated useful lives of the applicable assets using the straight line method.

Foreign currency translation

Transactions denominated in foreign currencies are translated into Saudi Riyals at exchange rates
prevailing at the dates of such transactions. Monetary assets and liabilities denominated in foreign
currencies are translated into Saudi Riyals at exchange rates prevailing at the balance sheet date. Exchange
gains or losses are credited or charged to the statement of pre-operating activities.

End-of-service indemnities

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.

Zakat and income tax -

The Company is subject to the Regulations of the Directorate of Zakat and Income Tax (“DZIT”) in the
Kingdom of Saudi Arabia. Zakat and income tax are provided on an accruals basis at the year end. The
zakat charge is computed on the Saudi stockholder’s 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 final assessment is approved, at which time the provision is cleared.

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

4. CONTINGENCIES AND COMMITMENTS

During the period, one of the founders filed a case against the Company related to number of shares
allocated to him. The case is currently being heard by the court. :

At March 31, 2008, the Company had outstanding capital commitment of SR 573K in respect of purchase
of fixed assets.
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GULF UNION COOPERATIVE INSURANCE COMPANY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM FINANCIAL STATEMENTS (Continued)

FOR THE PERIOD ENDED MARCH 31, 2008

5. SEGMENTAL DISCLOSURES
As the Company is in the pre-operating stage, there are no operations to be classified under segments,
6. EARNINGS PER SHARE

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

7. RESULTS OF THE INTERIM PERIOD
The results of the interim period are not an indication of the results for the year.
8. GEOGRAPHICAL DISTRIBUTION

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



