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ALUJAIN CORPORATION
(A SAUDI JOINT STOCK COMPANY)

INTERIM FINANCIAL STATEMENTS
AS OF 30 JUNE 2006

(UNAUDITED)

TOGETHER WITH
ACCOUNTANTS' REPORT



Member

Sami E. Farah, Abdulhamid M. Bushnagq S| ERNST & YOUNG

& Partner INTERNATIONAL LTD.

Certified Public Accountants - Registration No.138
P.O. Box 12187

Jeddah 21473

Saudi Arabia

Phone : +966 2 653 2020
Fax @ +966 2653 3355

TO: THE SHAREHOLDERS OF
ALUJAIN CORPORATION

We have reviewed the balance sheet of ALUJAIN CORPORATION (a Saudi Joint
Stock Company) as at 30 June 2006, and the related statements of income, cash flows
and changes in shareholders’ equity for the six months then ended, which were
prepared by management and presented to us together with all the information and
explanations which we requested. We conducted our review in accordance with the
standard of examining interim financial statements issued by the Saudi Organization
of Certified Public Accountants. A review consists principally of analytical procedures
applied to financial data and inquiries of Company personnel about financial and
accounting matters. It is substantially less in scope than an audit 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.

Based on our review, we are not aware of any material modifications that should be
made to the accompanying interim financial statements, referred to above, in order for
them to be in conformity with generally accepted accounting principles.

Sami E. Farah, Abdulhamid M. Bushnaq
& Pa N

°”. , S h
P A ey
ST Rend 0 15
" VYA @) 5. 3t gLy gossulons

Certified Public Accountants - Reg. 139
'

\ Sani E Farah, Abdulhamid M Bushnaq
& Partner

- Licence No. 68~

12 July 2006
Jeddah, Kingdom of Saudi Arabia

Sami E. Farah 168 Abdulhamid M. Bushnaq 155 Mohammed S. Al Ghuwainim 140



Alujain Corporation (a Saudi Joint Stock Company)

BALANCE SHEET
As at 30 June 2006
(UNAUDITED)
SR SR

Note 2006 2005
ASSETS
Non-current assets
Furniture and equipment, net 364,130 294,047
Projects under implementation 4 372,693,316 173,661,972
Investments 204,690,369 166,765,528
Security deposit 46,409,175 112,500,000

624,156,990 453,221,547

Current assets

Amounts due from associates 6,648,685 3,427,583
Accounts receivable and prepayments 606,888 733,098
Short-term investments in Murabaha Funds 34,153,353 203,508,170
Cash and bank balances 33,389,628 43.913.875

74,798,554 251,582,726

TOTAL ASSETS _698,955,544 704,804,273
SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders' equity
Authorized capital and fully paid (69,200,000 shares

of SR 10 per share) 1 692,000,000 692,000,000
Statutory reserve 17,316,057 17,316,057
Accumulated losses (3,949,179) (2,923,054)
Cumulative changes in fair values 5 (16,254.467) (10,492.340)
Total shareholders’ equity 689,112,411 695,900,663
Non-current liabilities
End of Service Benefits 1,930,937 1,597,042
Current liabilities
Accounts payable and accruals 5,757,221 6,713,537
Zakat provision 2,154,975 593.031

7,912,196 7.306.568
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES 698,955,544 104,804,273

The attached notes 1 to 5 form an integral part of these interim financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

STATEMENT OF INCOME
For the Six Months Ended 30 June 2006
(UNAUDITED)

Interim Period

Beginning of the year to

1 April 2006 1 April 2005
to to 30 June 30 June
30 June 2006 30 June 2005 2006 2005
SR SR SR SR
Commission and dividend income 2,242,317 1,185,564 3,012,098 1,457,642
Revenue from investments in Murabaha
Funds 1,132,415 2,468,883 2,163,870 5,254,278
Gain on sale of furniture and equipment - - 1,000 -
3,374,732 3,654,447 5,176,968 6,711,920
Provision for investments (788,508) - (1,577,016) -
General and administrative expenses (2,183,733) (1,464,758)  (3,122,107)  (3,471,905)
(2,972,241) (1,464,758)  (4,699,123)  (3,471,905)
NET PROFIT BEFORE ZAKAT 402,491 2,189,689 477,845 3,240,015
Zakat (780,972) - (1,561,944) -
Net INCOME (LOSS) (378,481) 2,189,689  (1,084,099) 3,240,015
(Loss) earnings per common share (0.03) 0.16 (0.08) 0.23
Diluted (loss) earning per common share (0.005) 0.03 (0.016) 0.05

The attached notes 1 to 5 form an integral part of these interim financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

STATEMENT OF CASH FLOWS
For the Six Months Ended 30 June 2006
(UNAUDITED)

OPERATING ACTIVITIES

Net (loss) profit

Adjustments to reconcile net (loss) profit to net cash

used in operating activities:

Depreciation
Zakat
Provision for investments
Revenue from investments in Murabaha Funds
Gain on sale of furniture and equipment
Changes in operating assets and liabilities:
Accounts receivables and prepayments
Amounts due from associates
Accounts payable and accruals
End of service benefits
Zakat paid

Net cash used in operating activities

INVESTING ACTIVITIES

Purchase of available for sale investments

Purchase of other investment

Expenditure on projects under implementation

Refund of amounts advanced to projects under implementation
Movement of short-term investments in Murabaha Funds
Security deposit

Payments for purchase of furniture and equipment

Proceeds from sale of furniture and equipment

Investment in an associate

Net cash provided by (used in) investing activities
NET CHANGE IN CASH AND BANK BALANCES
Cash and Bank Balances - beginning of the period

CASH AND BANK BALANCES - END OF THE PERIOD

Beginning of the vear to

30 June 30 June
2006 2005
SR SR
(1,084,099) 3,240,015
58,788 39,101
1,561,944 -
1,577,016 -
(2,163,870) (5,254,278)
(1,000) -
202,755 18,696
159,199 (3,180,568)
(79,680) (1,965,130)
151,162 96,227
(3,068,148) -
(2,685,933) (7,005,937)
- (11,608,481)
(3,814,854) (2,895,000)
(1,612,982) (141,691,610)
21,000,000 -
57,076,560 314,108,577
(36,112,728) (112,500,000)
(129,524) (279,135)
1,000 -
(20,830.000) {53.741.400)
15,577.472 (8.607,049)
12,891,539 (15,612,986)
20,498,089 59.526.861
33,389,628 43,913,875

The attached notes 1 to 5 form an integral part of these interim financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

STATEMENT OF CHANGES IN SHAREHOLDERS’® EQUITY
For the Six Months Ended 30 June 2006

(UNAUDITED)
Interim Period Beginning of the year to
1 April 2006 1 April 2005
to 30 June to 30 June 30 June 30 June
Note 2006 2005 2006 2005
SR SR SR SR
CAPITAL 692,000,000 692,000,000 692,000,000 692.000.000
STATUTORY RESERVE 17,316,057 17,316,057 17,316,057 17,316.057
ACCUMULATED LOSSES
Beginning balance (3,570,698)  (5,112,743) (2,865,080) (6,163,069)
Gains (losses) for the period (378.481) 2,189,689 (1,084,099 3.240.015
Ending balance (3.949.179) _ (2.923.054) (3.949,179) _(2,923.054)
CUMULATIVE CHANGES
IN FAIR VALUES
Beginning balance (15,431,672) (11,184,442) (15,603,117) (10,858,980)
(Losses) gains for the period (822,795) 692,102 (651,350) 366,640
Ending balance (16,254,467) (10.492.340) (16,254.467) (10.492.340)
TOTAL SHAREHOLDERS’
EQUITY 689,112,411 695,900,663 _ 689,112,411 695,900,663

The attached notes 1 to 5 form an integral part of these interim financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2006

(UNAUDITED)

1. ACTIVITIES

Alujain Corporation is a joint stock company incorporated and operating in the Kingdom of Saudi
Arabia under Ministerial Decision No. 694, dated Jamad Thani 15, 1412H (corresponding to 21
December 1991). The Corporation obtained its Commercial Registration on Rajab 3, 1412H
(corresponding to 7 January 1992).

In compliance with the Council of Ministers decree dated 27/2/1427H (corresponding to 27 March
2006) to reduce the par value of all listed Saudi Joint Stock Companies’ shares to SR 10 by splitting
the single share to 5 shares, the Corporation’s number of shares was adjusted from 13,840,000
shares of SR 50 each to 69,200,000 shares of SR 10 each after the split without referring to the
Corporation’s general assembly. The Corporation’s splitted shares started to be traded in the stock
market on Saturday 17/3/1427H (corresponding to 15 April 2006). Accordingly, the eamning per
share and the diluted earning per share were disclosed in the income statement.

The objectives of the Corporation are to promote and invest in metal and petrochemical industries
and other industrial projects.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The interim financial statements are prepared in accordance with accounting principles generally
accepted in the Kingdom of Saudi Arabia, and in accordance with the interim financial statements
standard issued by the Saudi Organization for Certified Public Accountants. The Company’s
significant accounting policies followed in preparing these interim financial statements are consistent
with the policies mentioned in the financial statements for the year ended 31 December 2005, and are
summarized as follows:

Investments
Short-term investments in Murabaha funds are carried at fair value and included under current assets.
Changes in fair values are included in the statement of income.

Investments in trading securities are carried at market value. Unrealized holding gains and losses are
included in the statement of income.

- Investments in available for sale securities are carried at market value. Unrealized holding gains and

losses are included in shareholders’ equity until realized. Realized gains and losses are taken to the
statement of income.

Associates are companies in which the Company has a long-term investment comprising an interest of
not less than 20% in the voting capital and over which it exerts significant influence. The financial
statements include the equity share of the Company in the associates’ results based on their latest
audited financial statements or management accounts.

Other investments are carried at cost with provisions for any permanent decline in value.

Projects under implementation

Projects under implementation are stated at cost and are provided for to the extent that they may not be
recoverable on the basis of a review of each project and an assessment of the outcome. Project costs
are written off when a project is no longer considered viable.




Alujain Corporation (a Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2006

(UNAUDITED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Furniture and equipment
Furniture 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.

Zakat

According to the financial accounting standard for Zakat, Zakat provision for each separate
fiscal period is measured and recorded in accordance with the provisions and rules of Zakat
applied in the Kingdom of Saudi Arabia based on accrual basis. Such provision is charged to
the statement of income.

End of service benefits
Benefits payable to the employees of the Company at the end of their services are provided for in
accordance with the guidelines set by the Saudi Arabian Labor Law.

Foreign currency translation

The accompanying financial statements are in Saudi Riyals. Appropriate exchange rates are used to
translate transactions or balances denominated in foreign currencies. Exchange differences are
recorded in the statement of income.

3. INTERIM FINANCIAL RESULTS

The results presented in the interim financial statements may not be an accurate indicator of the
annual operations.

4. PROJECTS UNDER IMPLEMENTATION

As stated in the last report, Alfasel propylene project developed by Alujain Corporation, and
Teldene polypropylene project developed by NATPET have been combined as one integrated
complex for strategic, economic and financing considerations.

Several key milestones have been achieved for the implementation of the combined Alfasel
propylene and Teldene polypropylene complex (Project):

e Saudi Industrial Development Fund (SIDF) has approved a SR400 million loan for the
Project. The Loan Agreement will be signed shortly.

e A Joan agreement has been signed with a consortium of Commercial Banks for a loan
facility of US$411 million.

* General Organization for Social Insurance (GOSI) has invested SR 107.5 million by way of
equity and sub-debt. This satisfies the Public Investment Fund (PIF) requirement for a loan
of US$200 million for which an application has been made to PIF and expected to be
approved shortly as a result of which the amount of loan from the commercial banks would
be reduced by an equal amount.

* Noble Resources, one of the major off-takers of the product, has invested SR18.75 million
as a sub-debt in the project.

e NATPET has also concluded Marketing Agreement with SABIC for marketing up to 50% of
the polypropylene production and has also signed an agreement with Noble Resources for
the off take of the 50% balance of the output of the plant.




Alujain Corporation (a Saudi Joint Stock Company)
NOTES TO THE FINANCIAL STATEMENTS

30 JUNE 2006

(UNAUDITED)

4. PROJECTS UNDER IMPLEMENTATION (continued)

Construction of the complex is in progress, with the Lump Sum Turn Key (LSTK) contractors
(Lurgi and Tecnimont) mobilized at the Yanbu site. Design/engineering and procurement activities
are in full swing. Construction activities are proceeding as planned. Procurement orders for all the
long lead items were placed with the vendors and equipment has started arriving at site. Worley
Parsons is overseeing the activities of LSTK contractors (Lurgi and Tecnimont) to ensure schedule,
cost, quality, and environmental compliance.

Commissioning and start-up of the Complex envisioned for the end of 2007 as scheduled.
5. CUMULATIVE CHANGES IN FAIR VALUES

Generally accepted accounting standards in the Kingdom of Saudi Arabia require that unrealized
losses on available for sale investments should be charged to the income statement when those
losses are considered other than temporary. As of 30 June 2006, the Company has unrealized losses
of SR 9.6 million carried forward from previous years on certain available for sale investments and
included in cumulative changes in fair values as part of shareholders’ equity. The Management
believes that these unrealized losses are temporary, and accordingly has not been charged to the
income statement.




