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P. O.Box 19%4 P. O. Box 6685
Jeddah 21441 Jeddah 21452
Saudi Arabia Saudi Arabia

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF
BUPA ARABIA INSURANCE COOPERATIVE COMPANY (A SAUD] JOINT STOCK COMPANY)

Scope of audit:
We have audited the accompanying balance sheet of BUPA Arabia For Cooperative Insurance Company

- A Saudi Joint Stock Company (‘the Company") as at 31 December 2008 and the related statements
of shareholders’ operations, shareholders’ cash flows and changes in shareholders’ equity for the
period from 1 May 2008 to 31 December 2008 and the notes 1 to 15 which form an integral part of
these financial statements. These financial statements are the responsibility of the Company's
management and have been prepared by them in accordance with International Financial Reporting
Standards and submitted to us together with all the information and explanations which we required.
Qur responsibility is to express an opinion on these financial statements based on our audit. Except
for the matter explained in the following paragraph, we conducted our audit in accordance with
auditing standards generally accepted in the Kingdom of Saudi Arahia. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement. "An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable degree of
assurance to enable us to express an opinion on the financial statements.

Qualification:

As described in note 2, management have prepared these financial statements in accordance with
International Financial Reporting Standards and not in accordance with accounting standards
generally accepted in the Kingdom of Saudi Arabia. Based on evidence and information available to
us, we have been unable to conclude whether the basis used in the preparation of these financial
statements is appropriate.

Qualified opinion:

In our opinion, subject to the matter described above, the financial statements taken as a whole
present fairly, in all material respects, the financial position of the Company as of 31 December 2008
and the results of its operations and its cash flows for the period from 1 May 2008 to 31 December
2008 in accordance with International Financial Reporting Standards.

Emphasis of matter: .
Without further qualifying our opinion, we draw attention to note 1 to the financial statements, As

stated therein, as per the Company's bye-laws and articles of association, the Company's first fiscal
period shall commence on the issuance date of the Ministerial Resolution declaring the formation of
the Company, which was dated 24 Rabi Thani 1429 H (corresponding to 1 May 2008), and will end on
31 December the following Gregorian year, being 31 December 2009. These financial statements
cover the period from 1 May 2008, to 31 December 2008, and have been prepared to comply with the
requirements of the Capital Market Authority.

Sindi & Batterjee

Sami Farah Mazen M. Batt _j
License No. 16 License No. ?A%;"ﬂ -
N
27 Muharram 1430 H ! :‘%
24 January 2009 {




BUPA ARABIJA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

BALANCE SHEET
At 31 December 2008

Nore
SHAREHOLDERS’ ASSETS
Cash and cash equivalents 3
Time deposits
Statutory deposit 4

Accrued investment income

TOTAL SHAREHOLDERS’ ASSETS

SHAREHOLDERS® LIABILITIES AND EQUITY

Shareholders’ liabilities

Accruals and other payables 5
Amount due to a related party 6
Total shareholders* Liabilities

Shareholders’ equity

Share capital 8
Accumulated losses

Sharcholders’ equity

TOTAL SHAREHOLDERS’ LIABILITIES AND EQUITY

@

2008
SR’000

2%1,218
60,589
40,000

655

392,462

1,04%
1,474

2,523

400,000

(10,061)

389,939

392,462

I'd .
Chairman irector and Managing Director

i\
@i:{iance Director

The accompanying notes 1 to 15 form part of these financial statements.
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY

(A SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOLDERS® ACTIVITIES
For the period from 1 May 2008 to 31 December 2008

. Period from 1
Note May 2008 1o
31 December
2008
SR'000
EXPENSES
General and administration 10 2,523)
Pre-incorporation expenses written off 11 (8,983)
LOSS FROM PRE-OPERATING ACTIVITIES (11,506)
Interest income 9,794
NET LOSS FOR THE PERIOD @,710
Weighted average number of ordinary shares outstanding (in thousands) 40,000
Basic loss per share (in Saudi Riyais) (0.043)
Chairman - ,:‘””’*'Ulrector and Managing Director

;V\.

\/Q/*Q._—x

\ngnce Director

The accompanying notes 1 to 15 form part of these financial statements.
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY

(A SAUDI JOINT STOCK COMPANY)

STATEMENT OF SHAREHOLDERS’ CASH FLOWS

For the period from 1 May 2008 to 31 December 2008

PRE-OPERATING ACTIVITIES
Net loss for the period

Changes in assets and liabilities:
Accrued investment income
Accruals and other payables
Amount due to a related party

Net cash from pre-operating activities
INVESTING ACTIVITIES

Time deposits

Statutory deposit

Net cash used in investing activities
FINANCING ACTIVITIES

Tssue of share capital

Transaction costs

Net cash from financing activities

INCREASE IN CASH AND CASH EQUIVALENTS AND CASH AND CASH
EQUIVALENTS AT THE END OF THE FERIOD

The accompanying notes 1 to 15 form part of these financial statements.

U —" o

P
=

Period from [
May 2008 to 31
December 2008

SR*000
Note

1,712)

(655)
1,049
1,474

156

(60,589)
(40,000)

(100,589)

3 (a) 400,000
8 (b) (8,349)

391,651

3 291,218

Director and Managing Director
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY

STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY
For the period from 1 May 2608 to 31 December 2008

Share  Accumulated

capital losses Total
Note SR'000 SR000 SR'000
Issue of share capital 8(a) 400,000 - 400,000
Transaction costs §() - {8.349) (8,349
Net loss for the period from 1 May 2008 to
31 December 2008 - (1,7112) (1,712)
Balance at 31 December 2008 400,000 {10,061) 389,939
@ s — ""*\
Chairman Director and Managing Director

Findnce Director

The accompanying notes 1 to 15 form part of these financial statements.
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
As At 31 December 2008

1 ORGANIZATION AND PRINCIPAL ACTIVITIES

BUPA Arabia For Cooperative Insurance Company (the Company) is a Saudi Joint Stock Company incorporated in the
Kingdom of Saudi Arabia as per Ministry of Commerce and Industry’s Resolution number 138/K dated 24 Rabi Thani
1429 H (corresponding to 1 May 2008). The Registered Office address of the Company is Bugshan Building, Mushirfah
Street, Palestine District, Jeddah, Saudi Arabia. The Company is licenscd to conduct insurance business in Saudi Arabia
under cooperative principles in accordance with Royal Decree No. M/74 dated 29 Shabaan 1428 H (corresponding to 11
September 2007) pursuant to Council of Ministers” Resolution No 279 dated 28 Shabaan 1428 I (corresponding to 10
September 2007).

The objectives of the Company are to engage in providing medical insurance and related services in accordance with its
articles of association, and applicable regulations in Saudi Arabia. The company is 73.75% owned by Saudi
shareholders and 26.25% owned by non-Saudi shareholders, The Company was listed on the Saudi Arabian stock
market on 17 May 2008,

As per the Company’s bye-laws and articles of association, the Company’s first fiscal year shall commence on the date
of the Ministerial Resolution announcing its formation, which was dated 24 Rabi Thani 1429 H (corresponding to 1
May 2008), and shall end on 31 December the following Gregorian year, being 31 December 2009. These financial
statements cover the period from 1 May 2008, being the date of the Ministerial Resolution, to 31 December 2008 (‘the
period”), and have been preparcd to comply with the requirements of the Capital Market Authority. These are the first
financial statements of the Company and therefore there are no comparative figures in these financial statements.

As required by Saudi Arabian insurancc regulations, the Company has to maintain scparate accounts for insurance
operations and shareholders’ operations. The physical custody of all assets related to the insurance operations and
shareholders® operations are held by the Company.

The Company has not yet commenced its commercial operations. Hence, statements of ‘insurance operations and
accumulated surplus’ and *insurance operations’ cash flows’ have not been prepared.

2 BASIS OF PREPARATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRS).

The financial statements are presented m Saudi Riyals, being the functional currency of the Company, and have been
rounded off to the nearest thousand. The significant accounting policies adopted are as follows:

Accounting convention
The financial statcments are prepared under the historical cost convention.

Zakat and income taxes
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 income for the period/year, if any.

Zakat and ineome taxes are accrued and eharged to accumulated losses under the statement of changes shareholders’
equity.




BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
As At 31 December 2008

2 SIGNIFICANT ACCOUNTING POLXCIES (continued)

Provisions

Provisions are recognised when the Company has an obligation (legal or constructive) arising from a past event, and the
costs to settle the obligation are both probable and may be measured reliably. Provisions are not recognised for future
operating losses.

Cash and cash equivalents
Cash and cash equivalents consist of cash and bank balances and short term deposits that have original maturity periods
not exceeding three months.

Impairment and uncollectibility of financial assets

An assessmcnt is made at each balance sheet date to determine whether there is objective evidence that a specific financial
asset may be impaired. If such evidence exists, any impairment loss is recognised in the statement of sharcholders’
activities, Impairment is determined as follows:

(a) For assets carried at fair value, impairment is the difference between cost and fair value.

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

{c) For asseis carried at amortised cost, impairment is the difference between the carrying amount and the present
value of future cash flows discounted at the original effective interest 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.

Transaction costs
Transaction costs are incremental costs that are directly attributable to the issue of share capital. The transaction costs
of an equity transaction are accounted for as a deduction from equity.

Interest income
Interest income is recognised using the effective yield method.

Expenses
Due to the nature of the Company’ business, all expenses incurred are considered to be general and administration
expenses and are classified as such.

Foreign currencies

The accounting records of the Company are maintained in Saudi Riyals. Transactions in foreign currencies are recorded
at the rate of exchange ruling at the date of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the balance sheet date are retranslated at the rate of exchange ruling at the balance sheet date. All
differences are taken to the statement of shareholders’ activities.

Fair values of financial instruments
Financial instruments include cash and cash equivalents, time deposits, payables and accruals and amount due to a
related party.

The fair value of interest-bearing items is estimated based on discounted cash flows using interest rates for items with
similar terms and risk characteristics. Fair values of all other financial instruments are estimated using methods such as
net present values of future cash flows.




BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
As At 31 December 2008

3 CASH AND CASH EQUIVALENTS

2008

SR’000

Cash in bank 42
Short-term deposits 291,176

291,218

4 STATUTORY DEPOSIT

As required by Saudi Arabian Insurance Regulations, the Company shall have to deposit 10% of iis paid up share
capital, amounting to SR 40 million, within three months from the date of the issuance of the license, in a bank
designated by the Saudi Arabian Monetary Agency (SAMA). The Company has placed the deposit with a bank
designated by SAMA on 5 November 2008.

5 ACCRUALS AND OTHER PAYABLES

2008

SR’000

Accrued expenses 702
Other payables 347
1,049

6 TRANSACTIONS WITH RELATED PARTIES

The following are the details of major related party transactions during the period from 1 May 2008 to 31 December
2008 and the related balance at 31 December 2008:

Amount of
fransaction
Related party Nature of transaction SR'(00
BUPA Middle East Limited E.C. (Affiliate) Transaction costs paid on behalf of
the Company (IPO) and recharged
to the Company (note 8 b)) 8,349
Pre-incorporation expenses paid on
behalf of the Company and
recharged to the Company 8,983
Total (see note below) 17,332
General and administrative
expenses paid on behalf of the
Company and recharged to the

Company 1,474




BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
Asg At 31 December 2008

6 TRANSACTIONS WITH RELATED PARTIES (continued)

In the Constituent General Assembly Meeting held on 15 April 2008, the shareholders approved reimbursement of
transaction costs and pre-incorporation costs, amounting to SR 17,332 thousands, to the affiliats, BUPA Middle East
Limited E.C.

Amount due to the related party is disclosed in the balance sheet.

7 ZAKAT AND INCOME TAX

As the Company has not completed a twelve month period as at 31 December 2008, no zakat is duc as at 31 December
2008. Accordingly, no provision has been made for zakat in these financial statements.

As the Company has incurred a loss during the period from 1 May 2008 to 31 December 2008, no income tax is payable
by the Company. Accordingly, no provision has been made for income tax in these financial statements.

3 SHARE CAPITAL

a)  The share capital of the Company is SR 400 million divided into forty million shares of SR 10 each. The
founding shareholders of the Company have subscribed and paid for twenty four million shares with & nominal
value of SR 10 each, which represents 60% of the shares of the Company and the remaining sixteen million
shares with a nominal value of SR 10 each, which represents 40% of the shares of the Company, have been
subscribed by the public.

b)  The Company incurred a sum of SR 8,349 thousands as transaction costs to raise capital of SR 160 million
through an Initial Public Offering (IPO) (see (a) above) and this amount has been charged directly to equity (see
also note 6).

9 STATUTORY RESERVE

As required by Saudi Arabian Insurance Regulations, 20% of the net shareholders’ income shall be set aside as a
statutory reserve until this reserve amounts to 100% of paid share capital. The reserve is not available for distribution.

As the Company has incurted a loss during the period from I May 2008 to 31 December 2008, no transfer to statutory
reserve has becn made.

10 GENERAL AND ADMINISTRATION EXPENSES

Period from
I May 2008
fo 31
December
2008
SR000

Statutory expenses 645
Legal and professional fees 1,311
Board expenses (se¢ note 12) 510
Other 57

2,523




BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
As At 31 December 2008

11  PRE-INCORPORATION EXPENSES WRITTEN OFF

SR000

Legal and professional fees 7,345
Statutory expenses 1,304
Advertisement expenses 276
Others 58
8,983

Pre-incorporation expenses represent costs incwtred by an affiliate, BUPA Middle East Limited E.C., on behalf of the
Company, and subsequently recharged to the Company, for the period up to 1 May 2008, being the date of the issuance
of the Ministerial Resolution declaring the incorporation of the Company.

12 BOARD OF DIRECTORS® REMUNERATION AND RELATED EXPENSES
Period from
I May 2008
to 31
December
2008
SR°000

Board of Directors’ remuneration 510

Board of Directors’ remuneration represents a pro-rata accrual of the remuneration payable to the Chairman and the
remaining seven members of the Board.

13 COMMITMENTS AND CONTINGENCIES

8)  The shareholders of the Company, on 28 December 2008, resolved to acquire the insurance assets and liabilities
and operations of BUPA Middle East Limited E.C. with effect from 1 January 2009 and authorised the Board of
Directors to finalise the terms and conditions of the acquisition, subject to receipt of approval from the Saudi
Arabian Monetary Agency (SAMAY}. In addition to the fair value of net assets to be transferred by BUPA Middle
East Limited E.C., the Company has to pay goodwill, amounting to SR 98 million, as approved by SAMA per
their letter dated 12 Dhul Qhada 1429 H, corresponding to 10 November 2008. The letter prescribes the
setflement of the goodwill amount and that the fair value of the net assets transferred shall be payable subject to
certain conditions stipulated by SAMA and after obtaining specific prior approval from SAMA for each such
payment. The first payment is expected to be made in 2009.

b}  At31 December 2008, the Company had no outstanding capital commitments.
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
As At 31 December 2008

14 RISK MANAGEMENT
The risks faced by the Company and the way these risks are mitigated by management are summarised below.

Regulatory framework risk

Regulators are primarily interested in protecting the rights of the policyholders and monitor them closely to ensure that
the Company is satisfactorily managing affairs for their benefit. At the same time, the regulators are also interested in
ensuring that the Company maintains an appropriate solvency position to meet unforeseen liabilities.

The operations of the Company are also subject to regulatory requirements within the jurisdictions where it operates.
Such regulations not only prescribe approval and monitoring of activities, but also impose certain restrictive provisions
(eg capital adequacy) to minimise the risk of default and insolvency on the part of the insuranes companies to meet
unforeseen liabilities as these arise,

Financial risk
The company’s principal financial instruments are cash and cash equivalents, time deposits and accrued investment
income.

The company does not enter into derivative transactions.

The main risks arising from the Company’s financial instruments are commission rate risk, foreign currency risk, credit
risk and liquidity risk. The Board reviews and agrees policies for managing each of these risks and they are summarised
below.

Commission rate risk
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 is exposed to commission rate risk on its interest bearing deposits.

The Company places deposits which are realisable within twelve months, with the exception of statutory deposits which
are required to be maintained in accordance with insurance regulations in Saudi Arabia. Management limits
commission rate risk by monitoring changes in commission rates in the cwrencies in which its deposits are
denominated.

Details of maturities of the major classes of commission bearing securities as at 31 December are as follows:

2008
SR ‘000
Less than 3 3 montihs to No fixed
months 12 months maturity Total
Short term deposits (note 3) 291,176 - - 291,176
Time deposits - 60,589 - 60,589
Statutory deposit (note 4) - - 40,000 40,000

291,176 60,589 40,000 391,765

The maturities of deposits have been determined on the basis of the remaining period, at the balance sheet date, to the
contractual maturity date.
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BUPA ARABIA FOR COOPERATIVE INSURANCE COMPANY -
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (continued)
As At 31 December 2008

14  RISK MANAGEMENT (continued)
Commission rate risk (continued)
The effective commission rates for the commission bearing financial instruments, at 31 December, were as follows:

2008

Saudi Riyal denominated deposits 3.76%

The following table demonstrates the sensitivity of statement of shareholders® activities to reasonably possible changes
in commission rates, with all other variables held constant:

2008
SR’000
Effect on Profit
Saudi Riyals:
Increase in commission rates by 100 basis points 2,345
Decrease in commission rates by 100 basis points (2,345)

Currency risk
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates.

Manageinent believes that there is minimal risk of losses due to exchange rate fluctuations as currently the Cowmpany
only deals in Saudi Riyal.

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 assets held by the company, the maximum credit risk exposure
to the company is the carrying value as disclosed in the balance sheet. The Company’s credit risk exposure relating to
deposits is eoncentrated in Saudi Arabia,

The Company seeks to limit its credit risk with its counterparties by placing deposits with reputable banks. At 31
December 2008, the Company is not exposed to any significant credit risk.

Liquidity risk
Liquidity risk is the risk that the Company will not be able to meet its commitments associated with financial liabilities
when they fall due.

Liquidity requirements are monitored on monthly basis and management ensures that sufficient liquid funds are
available to meet any commitments as they arise.

The Company's financial liabilities consist of amount due to a related party and other payables. All financial liabilities,
which are non-interest bearing, are expected to be settled within 12 months from the date of the balance sheet.

15  FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing
parties in an arm’s length fransaction. The Company’s financial assets consist of cash and cash equivalents and

deposits, and its financial liabilities consist of accruals and other payables.

The fair values of financial instruments are not materially different from their carrying values,
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