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Ibrahim Ahmed Al-Bassam & Co
Certified Public A tants - Al-B & Co.
(member firm of PKF International)

INDEPENDENT AUDITOR’S REVIEW REPORT ON THE INTERIM CONDENSED
FINANCIAL STATEMENTS

The Shareholder of United Company for Financial Services
(A Saudi Closed Joint Stock Company)
Al-Khaobar, Kingdom of Saudi Arabia

Introduction

We have reviewed the accompanying interim statement of financial position of United Company for
Financial Services (A Saudi Closed Joint Stock Company) (the “Company”) as at March 31, 2020, the related
interim statements of profit or loss and other comprehensive income, changes in shareholder’s equity and
cash flows for three-month period then ended, and explanatory notes (the “interim condensed financial
statements”). Management is responsible for the preparation and fair presentation of these interim condensed
financial statements in accordance with International Accounting Standard 34 - “Interim Financial
Reporting” (“IAS 34”) that is endorsed in the Kingdom of Saudi Arabia. Our responsibility is to express a
conclusion on these interim condensed financial statements based on our review.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagement 2410 - “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity” that is endorsed in the
Kingdom of Saudi Arabia. A review of interim condensed financial statements consists of making inquiries,
primarily of persons responsible for financial and accounting matters and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in accordance with
International Standards on Auditing that are endorsed in the Kingdom of Saudi Arabia and consequently, it
does not enable us to obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying
interim condensed financial statements is not presented fairly, in all material respects, in accordance with
IAS 34 as endorsed in the Kingdom of Saudi Arabia.

Emphasis of matter

The comparative figures of the interim statements of profit or loss and other comprehensive income, changes
in shareholder’s equity and cash flows for three-month period then ended have been included for comparison
purposes only and were neither reviewed nor audited by independent auditors.
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UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

INTERIM STATEMENT OF FINANCIAL POSITION

AS AT MARCH 31, 2020

ASSETS

Cash and cash equivalents

Investment in Islamic financing contracts, net
Prepayment and other receivables

Property and equipment, net

Intangible asset

TOTAL ASSETS

SHAREHOLDER’S EQUITY AND LIABILITIES

SHAREHOLDER’S EQUITY

Share capital

Actuarial reserve

Accumulated losses

TOTAL SHAREHOLDER’S EQUITY

LIABILITIES
Borrowings
Accounts payable and other liabilities

End of service indemnities
TOTAL LIABILITIES

TOTAL SHAREHOLDER’S EQUITY AND LIABILITIES

March 31, December 31,

2020 2019

SR SR

Note (Unaudited) (Audited)
4 76,251,957 19,888,725
5 297,359,975 143,899,072
6 2,453,560 2,091,418
3,812,172 2,182,434

8,627,889 8,873,806

388,505,553 176,935,455

10 150,000,000 150,000,000
(184,305) (184,305)

(22,797,819) (18,792,820)
127,017,876 131,022,875

7 220,000,000 -
9 37,925,881 44,433,830
3,561,796 1,478,750

261,487,677 45,912,580
388,505,553 176,935,455

The accompanying notes form an integral part of these interim condensed financial statements.
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UNITED COMPANY FOR FINANCIAL SERVICES
(A SAUDI CLOSED JOINT STOCK COMPANY)

INTERIM STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

Income from Islamic financing activities
Finance cost

INCOME FROM ISLAMIC FINANCING ACTIVITIES, NET
OPERATING EXPENSES

General and administration expenses
Selling and marketing expenses
Allowance for credit loss

Other income

NET LOSS BEFORE ZAKAT

Zakat

NET LOSS FOR THE PERIOD
OTHER COMPREHENSIVE INCOME

Items that will not be reclassified to profit or loss
Other comprehensive income for the period

TOTAL COMPREHENSIVE LOSS FOR THE PERIOD

Loss per share
Basic loss per share

Diluted loss per share

For the three-month
period ended
March 31, 2020

SR

For the period from
January 21,2019 to
March 31, 2019
SR

(Unaudited/

Note (Unaudited) Un-reviewed)
11 18,747,839 -
11 (1,558,096) -

17,189,743 -

(7,232,088) (3,379,243)

(11,136,975) (48,300)

5.2 (2,566,396) -
48,496 -

(3,697,220) (3,427,543)

(307,779) -

(4,004,999) (3,427,543)

(4,004,999) (3,427,543)

13 (0.27) (0.23)
13 (0.27) (0.23)

The accompanying notes form an integral part of these interim condensed financial statements.
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UNITED COMPANY FOR FINANCIAL SERVICES
(A SAUDI CLOSED JOINT STOCK COMPANY)
INTERIM STATEMENT OF CHANGES IN SHAREHOLDER’S EQUITY
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

Capital issued
Net loss for the period

Balance as at March 31, 2019 (Unaudited/
Un-reviewed)

Balance as at January 1, 2020 (Audited)

Net loss for the period

Balance as at March 31, 2020 (Unaudited)

Total

Share Accumulated Actuarial Shareholder’s

capital loss reserve equity

SR SR SR SR
150,000,000 - - 150,000,000
- (3,427,543) - (3,427,543)
150,000,000 (3,427,543) - 146,572,457
150,000,000 (18,792,820) (184,305) 131,022,875
- (4,004,999) - (4,004,999)
150,000,000 (22,797,819) (184,305) 127,017,876

The accompanying notes form an integral part of these interim condensed financial statements.
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UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)
INTERIM STATEMENT OF CASH FLOWS

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

CASH FLOW FROM OPERATING ACTIVITIES
Net loss before zakat
Adjustments for:

Depreciation and amortization
Allowance for credit loss
Finance cost

End of service indemnities

Changes in operating assets and liabilities:
Investment in Islamic financing contracts, net

Prepayment and other receivables
Accounts payable and other liabilities

Cash (used in) generated from operating activities
End of service indemnities paid
Net cash (used in) generated from operating activities

CASH FLOW FROM INVESTING ACTIVITIES
Addition to property and equipment and intangible assets

Net cash used in investing activities

CASH FLOW FROM FINANCING ACTIVITIES
Borrowings during the period
Proceeds from issue of share capital

Net cash generated from financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

Cash and cash equivalents at the beginning of the period

CASH AND CASH EQUIVALENTS AT THE END OF THE

PERIOD

Significant non-cash transactions (Note 4.1)

For the three-month
period ended
March 31,2020

SR
(Unaudited)

For the period from
January 21, 2019 to
March 31, 2019

SR

(Unaudited/
Un-reviewed)

(3,697,220) (3,427,543)
453,686 -
2,566,396 -
1,558,096 -
327,574 -
(156,027,299) -
(362,142) (196,836)
(6,556,811) 9,021,344
(161,737,720) 5,396,965
(61,541) -
(161,799,261) 5,396,965
(1,837,507) (5,396,965)
(1,837,507) (5,396,965)
220,000,000 -

- 150,000,000
220,000,000 150,000,000
56,363,232 150,000,000
19,888,725 -
76,251,957 150,000,000

The accompanying notes form an integral part of these interim condensed financial statements.
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UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

LEGAL STATUS AND ACTIVITIES

United Company for Financials Services ("the Company") is a Saudi Closed Joint Stock Company established under
the Regulations for Companies in the Kingdom of Saudi Arabia having the Commercial Registration No. 2051224103
issued in Al-Khobar on Jumada Al Awwal 15,1440 H (corresponding to January 21, 2019).

The principal activity of the Company is consumer financing under the license number 201905/Ash/52 dated Shaban
26, 1440 H (corresponding to May 1, 2019) granted by Saudi Arabia Monetary Authority (SAMA).

The Company’s Head Office is located in Al-Khobar, Kingdom of Saudi Arabia.

The results of three-month period ended March 31, 2020 are not necessarily indicative of the results that may be expected
for the financial year ended December 31, 2020.

Assets and liabilities in the interim statement of financial position are presented in order of liquidity.
BASIS OF PREPARATION

Statement of compliance

These interim condensed financial statements have been prepared in accordance with IAS 34 “Interim Financial
Reporting” as endorsed in Kingdom of Saudi Arabia and other standards and pronouncements that are issued by the
Saudi Organization for Certified Public Accountants (“SOCPA”).

Interim condensed financial statements do not include all information and disclosures required in the annual financial
statements. IAS 34 states that interim condensed financial statement is intended to provide an update on the latest
complete set of financial statements. Hence, IAS 34 requires less disclosures than International Financial Reporting
Standards (“IFRSs”) for annual financial statements. These interim condensed financial statements do not include all
the information and disclosures required in the annual financial statements and hence should be read in conjunction
with the Company’s annual financial statements for the year ended December 31, 2019.

Basis of measurement
These interim condensed financial statements have been prepared under the historical cost method except for the
recognition of the end of service indemnities using the projected unit credit method.

Functional and presentational currency

These interim condensed financial statements have been presented in Saudi Riyals (SAR) which is the Company's
functional and presentation currency. All financial information presented in Saudi Arabian Riyals has been rounded to
the nearest Saudi Riyal, unless otherwise mentioned.

Significant accounting estimates and judgments

The preparation of interim condensed financial statements in conformity with approved accounting standards require
management to make judgments, estimates and assumptions that affect the application of policies and the reported
amounts of assets, liabilities, income and expenses. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable under the circumstances, the result
of which form the basis of making judgments about the carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revision to accounting estimates are
recognized in the period in which the estimates are revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

In the process of applying the Company’s accounting policies, management has made the following estimates and
judgments which are significant to the interim condensed financial statements:

COVID-19

The pandemic corona virus (COVID-19) has spread across multiple jurisdictions causing disruption to businesses and
economies of the world. The outbreak has also affected GCC region including Kingdom of Saudi Arabia. Under the
current situation, the scale and duration of this outbreak and its impact on credit, market and operational risks remains
uncertain, however, the board of directors and management of the Company are continuously evaluating the evolving
situation in liaison with the regulatory authorities and the related quantification of impact cannot be ascertained at this
point of time.



UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

BASIS OF PREPARATION (Continued)
Significant accounting estimates and judgments (Continued)

Going concern

The Company's management has made an assessment of the Company's ability to continue as a going concern and
is satisfied that the Company has the resources to continue in business for the foreseeable future. Furthermore, the
management is not aware of any material uncertainties that may cast significant doubt on the Company’s ability to
continue as a going concern. Therefore, the interim condensed financial statements have been prepared on a going
concern basis.

Actuarial valuation of employee benefits liabilities

The cost of the end of service ("employee benefits") under defined unfunded benefit plan is determined using actuarial
valuation. An actuarial valuation involves making various assumptions that may differ from actual developments in the
future. These include the determination of the discount rate, future salary increases, mortality rates and rate of
employee turnover. Due to the complexity of the valuation and its long-term nature, a defined unfunded benefit
obligation is highly sensitive to changes in these assumptions. All assumptions are reviewed on an annual basis or
more frequently, if required.

Economic useful lives of property & equipment and intangible assets

The Company periodically reviews estimated useful lives and the depreciation / amortization method to ensure that the
method and period of depreciation / amortization are consistent with the expected pattern of economic benefits from
these assets.

New IFRS, International Financial Reporting and Interpretations Committee’s interpretations (IFRIC) and
amendments thereof, issued but not yet effective: -

There are no new standards issued, however there are a number of amendments to standards which are effective from
January 1, 2020, however, management anticipates that these amendments will not have any material effect on the
Company’s interim condensed financial statements.

CASH AND CASH EQUIVALENTS

March 31, December 31,

2020 2019

SR SR

(Unaudited) (Audited)

Cash in hand 11,125 5,000
Cash at bank 76,240,832 19,883,725
76,251,957 19,888,725

4.1 Significant non-cash transactions

For the three-
month period For the period
ended from January 21,
March 31, 2020 2019 to March 31,

2019
SR SR
(Unaudited) (Unaudited/

Un-reviewed)

End of service indemnities transferred from a related party 1,817,013 -



UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

INVESTMENT IN ISLAMIC FINANCING CONTRACTS, NET

Investment in financings contract comprised of investment in Tawaruq and Murabaha contracts as mentioned below:

Tawarug contracts receivables, net
Murabaha contracts receivables, net

Tawaruq contracts receivables, net
Murabaha contracts receivables, net

Tawarug contracts receivables, net

Tawaruq contracts receivables, gross
Less: Deferred Islamic financing income

Unearned origination fees
Deferred transaction costs

Less: Allowance for credit loss

Tawaruq contracts receivables, net

March 31, 2020 (unaudited)

Allowance

Current Non-current for credit
portion portion loss Total
SR SR SR SR
39,077,848 166,362,328 (2,886,035) 202,554,141
59,811,798 37,318,650 (2,324,614) 94,805,834
98,889,646 203,680,978 (5,210,649) 297,359,975

December 31, 2019 (Audited)

Allowance

Current Non-current for credit
portion portion loss Total
SR SR SR SR
18,698,043 91,351,938 (1,312,502) 108,737,479
24,975,146 11,518,198 (1,331,751) 35,161,593
43,673,189 102,870,136  (2,644,253) 143,899,072

March 31, 2020 (unaudited)

Current Non-current

portion portion Total
SR SR SR
92,331,616 244,672,660 337,004,276
(52,927,918) (77,446,850) (130,374,768)
39,403,698 167,225,810 206,629,508
(490,521) (1,299,848) (1,790,369)
164,671 436,366 601,037
39,077,848 166,362,328 205,440,176
(790,709) (2,095,326) (2,886,035)
38,287,139 164,267,002 202,554,141




UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

INVESTMENT IN ISLAMIC FINANCING CONTRACTS, NET (Continued)

Tawarug contracts receivables, net (Continued)

Tawaruq contracts receivables, gross
Less: Deferred Islamic financing income

Unearned origination fees
Deferred transaction costs

Less: Allowance for credit loss

Tawarug contracts receivables, net

Murabaha contracts receivables, net

Murabaha contracts receivables, gross
Less: Deferred Islamic financing income

Unearned origination fees
Deferred transaction costs

Less: Allowance for credit loss

Murabaha contracts receivables, net

Murabaha contracts receivables, gross
Less: Deferred Islamic financing income

Unearned origination fees
Deferred transaction costs

Less: Allowance for credit loss

Murabaha contracts receivables, net

December 31, 2019 (Audited)

Non-current

Current portion portion Total

SR SR SR
44,698,384 137,984,759 182,683,143
(25,822,944) (46,314,651) (72,137,595)
18,875,440 91,670,108 110,545,548
(331,802) (595,105) (926,907)
154,405 276,935 431,340
18,698,043 91,351,938 110,049,981
(321,133) (991,369) (1,312,502)
18,376,910 90,360,569 108,737,479

March 31, 2020 (unaudited)
Current Non-current

portion portion Total

SR SR SR
86,878,934 46,733,405 133,612,339
(26,800,207) (9,271,171) (36,071,378)
60,078,727 37,462,234 97,540,961
(421,874) (226,932) (648,806)
154,945 83,348 238,293
59,811,798 37,318,650 97,130,448
(1,511,537) (813,077) (2,324,614)
58,300,261 36,505,573 94,805,834

December 31, 2019 (Audited)
Non-current

Current portion portion Total

SR SR SR
33,922,658 13,947,289 47,869,947
(8,765,830) (2,432,485) (11,198,315)
25,156,828 11,514,804 36,671,632
(208,777) (3,530) (212,307)
27,095 6,924 34,019
24,975,146 11,518,198 36,493,344
(939,345) (392,406) (1,331,751)
24,035,801 11,125,792 35,161,593
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UNITED COMPANY FOR FINANCIAL SERVICES
(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

INVESTMENT IN ISLAMIC FINANCING CONTRACTS, NET (Continued)

As at March 31, 2020 and December 31, 2019, stage-wise investment in financing contract receivable balances and

the respective ECL are as follows:

March 31, 2020

Investment in finance receivable
Less: Allowance for credit loss

December 31, 2019

Investment in finance receivable
Less: Allowance for credit loss

Movement in allowance for credit losses during the period is as follows:

Opening balance
Charge for the period

PREPAYMENT AND OTHER RECEIVABLES

Prepaid expenses
Employees receivable
Other receivables

Stage 1 Stage 2 Stage 3 Total
297,977,578 2,984,794 3,208,097 304,170,469
(2,872,652) (608,253) (1,729,744) (5,210,649)
295,104,926 2,376,541 1,478,353 298,959,820
Stage 1 Stage 2 Stage 3 Total
142,607,547 2,613,890 1,995,743 147,217,180
(1,350,703) (384,654) (908,896) (2,644,253)
141,256,844 2,229,236 1,086,847 144,572,927
March 31, December 31,
2020 2019
SR SR
(Unaudited) (Audited)
2,644,253 -
2,566,396 2,644,253
5,210,649 2,644,253
March 31, December 31,
2020 2019
SR SR
(Unaudited) (Audited)
1,285,586 959,206
1,062,271 1,125,939
105,703 6,273
2,453,560 2,091,418
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UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

BORROWINGS

Medium term loan
Murabaha |

Short term loans
Murabaha Il
Tawaruq |

Classification of borrowings in current and non-current portion is presented below:

Non-current portion
Current portion

Murabaha |

March 31, December 31,

2020 2019

SR SR

(Unaudited) (Audited)
100,000,000 -
50,000,000 -
70,000,000 -
220,000,000 -

March 31,

2020

SR

(Unaudited)

90,000,000
130,000,000

220,000,000

In March 2020, the Company has obtained Murabaha financing of SR 100 million by utilizing the facilities of its shareholder.

Total facilities allocated to the Company amounts to SR 250 million. The loan is repayable in 20 quarterly installment

commencing from December 2020. The annual facilities fees payable as per the terms of contract amounts to SR 1 million

which is charged to interim statement of profit or loss.

Murabaha ll

In March 2020, the Company has obtained Murabaha financing of SR 50 million by utilizing the facilities of its shareholder.

The tenure of the facilities is less than one year.

Tawaruqg |

In March 2020, the Company has obtained Tawaruq financing of SR 70 million by utilizing the facilities of its shareholder.
Total facilities allocated to the Company amounts to SR 70 million. The tenure of the facilities is less than one year.

Further other facilities allocated to the Company by the shareholder amounts to SR 500 million which was not utilized till
March 31, 2020. The borrowing is repayable in 54 monthly installments. The annual facilities fees payable as per the terms

of contract amounts to SR 0.5 million which is charged to interim statement of profit or loss.

-11 -



UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

RELATED PARTY BALANCES AND TRANSACTIONS

In the normal course of business, the Company purchases products from Parent Company to be financed to consumers
under Murabaha contracts. Details of significant transactions with related parties during the period and related balances
are as follows:

Name Relation
United Electronics Company Parent
Procco Financial Services W.L.L Affiliate

Significant Transactions:

For the three
month period For the period
ended March 31, from January 21,
2020 to March 31, 2019
Related party Nature of transactions SR SR

United Electronics Comapny Purchase from Parent Company to be
financed to consumers under Murabaha

contracts 67,769,157 -
Payment to Parent Company (70,051,549) -
Expenses incurred on behalf of Company 1,576,138 8,513,614
Collection made by Parent Company on

behalf of the Company 11,386,506 -
End of service indemnity liabilities

transferred from a related party 1,817,013 -

Balance due to arelated party is as follows:

March 31, December 31,

2020 2019

SR SR

(Unaudited) (Audited)

United Electronics Company 19,629,741 33,440,987

Key management compensation

For the three- For the period
month period from January 21,
ended March 31, to March 31, 2019

2020 SR
SR (Unaudited)

(Unaudited)
Short term benefits 2,062,804 1,891,911
Long term benefits 87,218 171,988
2,150,022 2,063,899

Board of Directors compensation

For the three-
month period For the period
ended March 31, from January 21,
2020 to March 31, 2019

SR SR

(Unaudited) (Unaudited)

Remuneration for attending meetings 141,250 -
141,250 -

-12 -
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UNITED COMPANY FOR FINANCIAL SERVICES
(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

ACCOUNTS PAYABLE AND OTHER LIABILITIES

March 31, December 31,

2020 2019

SR SR

(Unaudited) (Audited)

Due to related parties (Note 8) 19,629,741 33,440,987
Accrued and other liabilities 13,755,911 6,871,737
Accrued performance bonus 2,119,375 2,119,375
Accrued board remuneration (Note 8) 1,821,250 1,680,000
VAT payable 3,300 33,206
Zakat provision 596,304 288,525
37,925,881 44,433,830

SHARE CAPITAL

The Company’s subscribed and paid-up share capital of SR 150,000,000 is divided into 15,000,000 equity shares of

SR 10 each fully subscribed and paid by a shareholder.

As of March 31,2020 and December 31, 2019, the Company’s shareholder and its respective shareholding are as

follows:

Amount Ownership

Shareholders SR %
United Electronics Company (“Parent Company”) 150,000,000 100%
150,000,000 100%

INCOME FROM ISLAMIC FINANCING ACTIVITIES, NET

For the three

month period For the period

ended March from January 21,
31,2020 to March 31, 2019

Income from Islamic financing activities

SR
(Unaudited)

SR
(Unaudited)

Tawarug contracts income 11,657,359 -
Murabaha contracts income 6,917,133 -
Origination fee net of related expenses 173,347 -
Income from Islamic financing activities 18,747,839 -
Facility fee on borrowings (Note 7) (1,500,000) -
Finance charges on Tawaruq financing (Note 7) (28,557) -
Finance charges on Murabaha financing (Note 7) (29,539) -
Total finance cost (1,558,096) .
Net income from Islamic financing activities 17,189,743 .

-13 -
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UNITED COMPANY FOR FINANCIAL SERVICES
(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)

FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

FINANCIAL RISK MANAGEMENT

The Company’s principal financial liabilities comprise accounts payable and other liabilities. The Company's principal
financial assets comprise cash and cash equivalents, investment in financing contracts and other receivables.

Financial instruments by cateqgory March 31, December 31,
2020 2019
SR SR
(Unaudited) (Audited)
Financial assets at amortized cost:

Cash and cash equivalents 76,251,957 19,888,725
Investment in Islamic financing contracts, net 297,359,975 143,899,072
Other receivables 1,167,974 1,132,212
Total financial assets 374,779,906 164,920,009

Financial liabilities at amortized cost:
Borrowings 220,000,000 -
Accounts payable and other liabilities 37,326,277 44,112,099
Total financial liabilities 257,326,277 44,112,099

The Company has no financial asset / liability at fair value through profit and loss.

The main financial risks arising from the Company’s financial instruments are liquidity risk and credit risk. Management
reviews and agrees policies for managing each of these risks which are summarized below:

Liquidity risk

The Company maintains sufficient cash. Management review cash flow forecasts on a regular basis to determine
whether the Company has sufficient cash reserves to meet future working capital requirements and to take advantage

of business opportunities. The average creditor payment period is 30 days.

Contractual maturity analysis for financial liabilities

The following table has been drawn up based on the undiscounted cash flows of financial liabilities based on the earliest
date on which the Company can be required to pay. The tables include both interest and principal cash flows:

More than 1
March 31, 2020 Interest rate Within 1 year year Total
SR SR SR
Borrowings SIBOR +1.1% — 130,000,000 90,000,000 220,000,000
1.4%
Accounts payable and other liabilities Interest-free 37,326,277 - 37,326,277
More than 1
December 31, 2019 Interest rate Within 1 year year Total
SR SR SR
Accounts payable and other liabilities Interest-free 44,112,099 - 44,112,099
Credit risk

Credit risk is the risk that one party to a financial instrument may fail to discharge an obligation and cause the other
party to incur a financial loss. The Company is exposed to credit risk on its short term cash investments, Investment in
financing contracts and other receivables. Short term cash investments are placed with banks with sound credit ratings

of BBB+ and A-.
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UNITED COMPANY FOR FINANCIAL SERVICES

(A SAUDI CLOSED JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONDENSED FINANCIAL STATEMENTS (Continued)
FOR THE THREE MONTH PERIOD ENDED MARCH 31, 2020

12. FINANCIAL RISK MANAGEMENT (Continued)
Credit risk (Continued)

The maximum exposure to credit risk at the reporting dates were:

March 31, December 31,

2020 2019

Description SR SR
Cash and cash equivalents 76,251,957 19,888,725
Investment in Islamic financing contracts, net * 297,359,975 143,899,072
Other receivables 1,167,974 1,132,212
374,779,906 164,920,009

*For investment in Islamic financing contracts impairment has been measured based on Expected Credit Loss (ECL)
method. The class-wise categorization of murabaha and tawaruq receivable ECL are included in Note 5.

The Company seeks to manage its credit risk with respect to banks by only dealing with reputable BBB+ and A- rated
banks. With respect to credit risk arising from the financial assets of the Company, including other receivables and
bank balances, the Company’s exposure to credit risk arises from default of the counterparty, with a maximum exposure
equal to the carrying amount of these assets in the financial position.

13. LOSS PER SHARE
For the three
month period For the period from

ended March 31, January 21, to

2020 March 31, 2019

SR SR

Loss for the period attributable to the shareholder of the Company (4,004,999) (3,427,543)
Weighted average number of ordinary shares for the purposes of

basic earnings 15,000,000 15,000,000
Weighted average number of ordinary shares for the purposes of

d||uted earnings 15,000,000 15,000,000

Loss per share
Basic loss per share (0.27) (0.23)
Diluted loss per share (0.27) (0.23)

14. DATE OF AUTHORISATION FOR ISSUE

These interim condensed financial statements were authorized for issue on 19 Ramadan 1441H (corresponding to May
12, 2020) by the Board of Directors of the Company.
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