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M Al A & Co. Dammam 31461 Fax 966 3 833-8553

Saudi Arabia info@alamri.com

=
& an independent member of

AUDITORS' REPORT

To the stockholders
Saudi Arabian Fertilizer Company (SAFCO)

We have audited the accompanying balance sheet of Saudi Arabian Fertilizer Company (SAFCO) (a
Saudi joint stock company) as of December 31, 2007 and 2006, and the related statements of income,
stockholders’ equity and cash flows for the years then ended, and notes 1 to 25 which form an integral
part of these financial statements as prepared by the Company in accordance with Article 123 of the
Regulations for Companies and presented to us with all the necessary information and explanations.
These financial statements are the responsibility of the Company’s management. Qur responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the Kingdom of
Saudi Arabia. Those standards require that we plan and perform the audits 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

audits provide a reasonable basis for our opinion.

In our opinion, the financial statements present fairly, in all material respects, the financial positions of
the Company as of December 31, 2007 and 2006, and the results of its operations and its cash flows for
the years then ended in conformity with accounting principles generally accepted in the Kingdom of
Saudi Arabia, and comply with the relevant provisions of the Regulations for Companies and the Articles
of Association of the Company with respect to the preparation and presentation of these financial

statements.

For Dr. Mohamed Al-Amri & Co.

Mo A

Dr. Mohamed A. Al-Amri
Certified Public Accountant
Registration No. 60

Muharram 15, 1429
January 24, 2008

A ) -
ccountants & Consultants License No. 323/11/66 www.alamri.com

BAKER TILLY Jeddah - Riyadh - Dammam - Bahrain
INTERNATIONAL



SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

BALANCE SHEETS
AS OF DECEMBER 31, 2007 AND 2006

2007 2006

Note SR 000 SR 000
ASSETS
Current assets
Cash and cash equivalents 3 1,572,063 594,238
Accounts receivable 412 855,078 674,532
Inventories 393,598 267,716
Prepayments and other assets 11,811 18,798
Total current assets 2,832,550 1,555,284
Non-current assets
Intangible assets 6 75,199 63,308
Investments and financial assets 7 1,281,774 908,072
Property, plant and equipment 8 3,811,597 4,025,640
Home ownership program receivable 9 152,306 176,447
Total non-current assets 5,320,876 5,173,467
TOTAL ASSETS 8,153,426 6,728,751
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable and other liabilities 10,12 774,823 412216
Current installments of long term debt 11 148,393 176,786
Total current liabilities 923,216 589,002
Non-current liabilities
Long term debt 11 826,428 1,063,214
End-of-service indemnities 13 389,445 337,158
Total non-current liabilities 1,215,873 1,400,372
Stockholders’ equity
Share capital 14 2,000,000 2,000,000
Statutory reserve 15 1,000,000 1,000,000
General reserve 15 545,105 545,105
Unrealized gains from investments in financial instruments 405,719 139,985
Retained eamings 2,063,513 1,054,287
Total stockholders’ equity 6,014,337 4,739,377
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY 8,153,426 6,728,751

The accompanying notes form an integral part of these financial statements

-2.




SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)

(SAUDI JOINT STOCK COMPANY)

STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2007 AND 2006

Sales

Cost of sales

Gross profit

Selling and distribution expenses
General and administrative expenses

Operating income

Interest income and finance charges, net
Write down of investments
Other income (expenses), net

Income before share of net income of
associated companies

Share of net income - Ibn Al-Baytar

Net income before zakat

Zakat

NET INCOME

Earnings per share

The accompanying notes form an integral part of these financial statements

-3-

2007 2006

Note SR 000 SR 000
4,12 3,516,028 1,831,252
(1,221,554) (741,003)

2,294,474 1,090,249

12,18 (91,738) (51,919)
12,19 (75,322) (49,880)
17 2,127,414 988,450
28,891 35,534

7 (31,452) (31,441)
(3,012) 12,032

2,121,841 1,004,575

7 164,385 173,749
2,286,226 1,178,324

20 (77,000) (27,000)
2,209,226 1,151,324

21 11.05 5.76




_J

J

l‘
L.

L]

SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)

(SAUDI JOINT STOCK COMPANY)

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2007 AND 2006

January 1, 2006

investments

December 31, 2006

investments

Unrealized

gains from

investments

Share  Statutory  General in financial Retained

capital reserve reserve  Instruments Earnings Total
Note SR 000 SR 000 SR 000 SR 000 SR 000 SR 000
2,000,000 1,000,000 545,105 - 1,242,963 4,788,068
Gain on available for sale - - - 139,985 - 139,985
Dividends declared in 2006 - - - - (1,340,000) (1,340,000)
Net income for 2006 - - - - 1,151,324 1,151,324
2,000,000 1,000,000 545,105 139,985 1,054,287 4,739,377
Gain on available for sale - - - 265,734 - 265,734
Dividends declared in 2007 - - - - (1,200,000) (1,200,000)
Net income for 2007 - - - - 2209226 2,209,226
2,000.000 1,000,000 545,105 405,719 2,063,513 6,014,337

December 31, 2007

The accompanying notes form an integral part of these financial statements

-4-



SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
SR 000 SR 000
CASH FLOWS FROM OPERATING ACTIVITIES
Net income 2,209,226 1,151,324
Adjustments for:
Depreciation, amortization and write downs 343,162 194,202
Share of net income of associated companies (164,385) (173,749)
Interest Income {45,790) (35,535)
Changes in operating assets and liabilities:
Accounts receivables {180,546) (100,719)
Inventories (125,882) (32,501)
Prepayments and intangible assets {4,904) (20,872)
Accounts payables and other liabilities 318,609 (7,643)
- Other operating cash flows:
Home ownership program receivable 24,141 21,673
End-of-service indemnities 52,287 28,520
Zakat paid (28,784) (19,708)
Net cash from operating activities 2,397,134 1,004,992
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment (24,920) (247,303)
Interest Income 45,790 35,535
Investments in associated conmipanies ,net 25,000 350,000
Net cash from( used in) investing activities 45,870 138,232
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from long term debt (net) - 942,500
Payment of long term debt (265,179) (400,000}
Dividends paid (1,200,000) (1,395,625)
Net cash used in ﬁnanciﬁg activities ~ (1,465,179) (853,125)
Net change in cash and cash equivalents 977,825 290,099
Cash and cash equivalents, January 1 594,238 304.139
594,238

CASH AND CASH EQUIVALENTS, DECEMBER 31 1,572,063

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



SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2007 AND 2006

1.

2.

ORGANIZATION AND ACTIVITIES

Saudi Arabian Fertilizer Company (“SAFCO”} (“the Company”) is a Saudi Joint Stock Company
incorporated under Royal Decree No. M/13, which also included its by-laws, dated Jumada Awal 11,
1385H and registered in Dammam on Dhu Al-Hijjah 1, 1385H under commercial registration number
2050001841. Saudi Basic Industries Corporation (SABIC) is the major shareholder of the Company and
owns 42.99% of the paid up capital of the Company. The principal activities of SAFCQ include
manufacturing and marketing of urea, ammonia, melamine and sulfuric acid.

SAFCO holds a 50% equity interest in National Chemical Fertilizer Company (“Ibn Al-Baytar™), whose
principal activity is the production of fertilizer products, an 3.7% equity interest in Arabian Industrial
Fibers Co. (“Ibn Rushd”), a 1.69% equity interest in Yanbu National Petrochemicals Company
(Y ANSAB), and a 5% equity interest in Gulf Ferro Alloys Company (“Sabayek”).

The Company’s principal place of business is located in the Jubail Industrial City of the Kingdom of Saudi
Arabia. At December 31, 2007, the Company had 969 employees (2006 - 945).

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements have been prepared under the historical cost convention on the accrual basis of
accounting, in accordance with accounting principles generally accepted in the Kingdom of Saudi Arabia.
Significant accounting policies adopted in the preparation of these financial statements are summarized
below:

Sales
Sales are recorded upon shipment of goods to customers and are stated net of certain distribution costs.

Inventories
Product inventories are stated at the lower of average cost or market value. For finished goods, cost

includes labor, materials and overheads. Spare parts and raw materials are stated at weighted average cost
after making provision for any obsolete or slow moving items.

Investments
Investments in companies which are at least 20% owned and in which SAFCO exercises significant

influence are accounted for under the equity accounting method.

Investments classified as investments available for sale, based on management’s intent, are stated at fair
value. Changes in fair value are credited or charged to the statement of changes in stockholders’ equity.
Where the fair value is not readily determinable, such investments are stated at cost. Income from these
investments is recognized when dividends are received.



: SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
j (SAUDI JOINT STOCK COMPANY)

! NOTES TO THE FINANCIAL STATEMENTS (Continued)
- YEARS ENDED DECEMBER 31, 2007 AND 2006

oo Property, plant and equipment

’ Property, plant 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. The estimated useful
lives of the principal classes of assets are as follows:

Years
Plant and machinery 20
Buildings and roads ) 33
Others 2-12

— When an asset is disposed, or retired from use, the cost and related accumulated depreciation are removed
i from the accounts and any resulting profit or loss is included in the income statement.

Construction in progress is stated at cost.

D Intangible Assets
Turn around costs, pre-operating expenses, the Company’s share of costs incurred on the home ownership
o program and Fanar project costs being treated as deferred charges, are amortized over the estimated period

of benefit as follows:

Years

Turn around costs 1-3

: Home ownership program costs 5
— Pre-operating expenses 7
— Fanar project costs 5

— Foreign currency transiation

o Foreign currency transactions are translated inte Saudi Riyals at the rates of exchange prevailing at the
— time of the transactions. Monetary assets and liabilities denominated in foreign currencies at the balance
- sheet date are translated at the exchange rates prevailing at that date. Gains and losses from settlement and
I translation of foreign currency transactions are included in the statement of income.

End-of-service indemnities
_ Provision is made for amounts payable under the Saudi Arabian labor law and the Company’s by-laws,

applicable to employees’ accumulated periods of service at the balance sheet date.

i Cash and cash equivalents
B Cash and cash equivalents include cash and bank balances, demand deposits and highly liquid investments

with original maturities of three months or less.

Zakat
SAFCO is subject to the Regulations of the Department of Zakat and Income Tax (“DZIT”) in the

- Kingdom of Saudi Arabia. Zakat is provided on an accrual basis and the zakat charge is computed on the
] zakat base. Adjustments arising from final zakat assessments, if any, are recorded in the year when such
assessments become known.



SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

Expenses
Selling and distribution expenses principally comprise stevedoring, railroad and port charges, packaging
material, pipeline charges and truck charges. All other expenses, other than cost of sales, are classified as

general and administrative expenses.

Research and technology expenses
Research and technology expenses are charged to the statement of income as incurred.

Leasing
Rentals payable under operating leases are charged to income on a straight line basis over the term of the
operating lease. In the case of operating leases, substantially all the risks and rewards of ownership of the

relevant assets in the lease agreement remain with the lessor.

. CASH AND CASH EQUIVALENTS

2007 2006
SR 000 SR 000
Cash and bank balances 7,611 26,738
Time deposits 1,564,452 567,500
1,572,063 594,238

. ACCOUNTS RECEIVABLE
2007 2006
SR 000 SR 000
Trade receivables - affiliates 775,743 479,308
— others 13,541 10,241
Non-trade receivables — affiliates 48,769 39,847
Advances to affiliates/contractors 17,025 145,136
855,078 674,532

. INVENTORIES

2007 2006
SR 000 SR 000
Material and finished goods 89,361 51,774
Spare parts 304,237 215,942
393,598 267,716

The spare parts inventory primarily relates to plant and machinery and, accordingly, this inventory will be
utilized over a period exceeding one year.



SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDIJOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

INTANGIBLE ASSETS
Fanar-SAP
Turnaround implementation Pre-operating Home owner
costs costs expenses ship program TOTAL

2007 SR 000 SR 000 SR 000 SR.000 SR.000
Cost

January 1, 2007 103,547 16,776 35,238 16,356 171,917
Additions 66,714 - - - 66,714
December 31, 2007 170,261 16,776 35,238 16,356 238,631
Amortization

January 1, 2007 54,966 5,545 34,089 14,009 108,609
Charge for the year 51,277 2,397 1,149 - 54,823
December 31, 2007 106,243 7,942 35,238 14,009 163,432
Net book value

December 31, 2007 64,018 8.834 - 2,347 75,199

Fanar-SAP Home
Tumaround  implementation  Pre-operating  ownership
costs costs expenses program Total

2006 SR 000 SR 000 SR000 SR 000 SR 000
Cost

January [, 2006 40,905 16,776 35,238 14,009 106,928
Additions 62,642 - - 2,347 64,989
December 31, 2006 103,547 16,776 35,238 16,356 171,917
Amortization

January 1, 2006 17,131 2,359 28,915 6,870 55,275
Charge for the year 37,835 3,186 5,174 7,139 53,334
December 31, 2006 54,966 5,545 34,089 14,009 108,609
Net book value 48,581 11,231 1,149 2,347 63,308

December 31, 2006




SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

7. INVESTMENTS AND FINANCIAL ASSETS

Non-current assets
a) Investments in associated companies under
equity basis
Ibn Al-Baytar
b) Investments available for sale
- Arabian Industrial Fibers Company (Ibn Rushd)
- Yanbu National Petrochemicals Company (Yansab)
- Gulf Ferro Alloys Company (Sabayek)

2007 2006

SR 000 SR 000
648,726 509,341
125,819 157,271
500,659 234,890
6,570 6,570
1,281,774 908,072

During 2007, Ibn Rushd’s capital has increased from SR 3.55 billion to SR 8.51 billion. This increase
resulted in decrease in Safco’s share holding from 8.5% to 3.7%. Based on the latest available management
accounts, the Company's share of the book value of Ibn Rushd at December 31, 2007, amounted to
approximately SR 142.7 mullion (2006 — SR 86.3 million). During 2007, there was a write down in the value
of SAFCOQ’s investment in Ibn Rushd amounting to SR 31.5 million, which is equivalent to 10% of the total

investment (2006 — SR 31.5 million).

8. PROPERTY, PLANT AND EQUIPMENT

Capital
Plant & Buildings work in
machinery & roads Others  progress Total
2007 SR 000 SR 000 SR 000 SR 000 SR 000
Cost
January 1, 2007 3,057,388 752,135 137,043 2,250,337 6,196,903
Additions - - - 24,920 24,920
Transfers 2,023,011 68,889 13,706 (2,105,606) -
December 31,2007 5,080,399 821,024 150,749 169,651 6,221,823
Depreciation
January 1, 2007 1,704,889 356,842 109,532 - 2,171,263
Charge for year 209,742 19,451 9,770 - 238,963
December 31, 2007 1,914,631 376,293 119,302 - 2,410,226
Net book value 3,165,768 444,731 31,447 169,651 3,811,597
December 31, 2007
-10 -
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SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

2006

Cost
January 1, 2006
Additions

December 31, 2006

Depreciation
January 1, 2006
Charge for year

December 31, 2006

Net book value
December 31, 2006

Capital

Plant & Buildings work in
machinery & roads Others  progress Total
SR 000 SR 000 SR 000 SR 000 SR 000
2,900,116 751,872 123,804 2,173,808 5,949,600
157,272 263 13,239 76,529 247,303
3,057,388 752,135 137,043 2,250,337 6,196,903
1,585,058 339,136 102,533 - 2,026,727
119,831 17,706 6,999 - 144,536
1,704,889 356,842 109,532 - 2,171,263
1,352,499 395,293 27,511 2250337 4,025,640

During the year 2007 Safco IV commenced its first commercial production, there by all cost related to
Safco IV in Capital work in progress has been transferred to relevant fixed assets accounts.

As per the Royal Decree number

53052 dated 25/11/1427 H

corresponding to 15/12/2006 the

Company’s plant in Dammam will be shutdown during a period not exceeding five years from the date of

Royal Decree.

The Company’s property, plant and equipment are mortgaged as security for a term loan (note 11).

HOME OWNERSHIP PROGRAM RECEIVABLE

January 1
Net collections

December 31

2007 2006
SR 000 SR 000
176,447 198,121
(24,141) (21,674)
152,306 176,447

The Company has a home ownership program that offers eligible Saudi employees an option to purchase
commiitted houses at cost. The cost of comumitted houses is reclassified from property, plant and equipment to
home ownership program receivable and depreciation is not provided on these assets. Company houses, for
which no commitment has been received, are retained in property, plant and equipment and depreciated over

33 years.

S11 -
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SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

10. ACCOUNTS PAYABLE AND OTHER LIABILITIES

2007 2006
SR 000 SR 000
Trade accounts payable and other liabilities 340,273 172,254
Amount due to related party 53,012 35,487
Zakat 118,508 70,292
Unclaimed dividends for prior years 940 1,040
Accrued expenses 262,090 133,143
774,823 412,216
11. TERM LOANS AND BANK FACILITIES
At December 31, the loan outstanding was as follows:
2007 2006
SR 000 SR 000
SIDF loans (2) 400,000 400,000
Syndicated loan (b) 574,821 840,000
Less: current portion (148,393) (176,786)
826,428 1,063,214

(a) Saudi Industrial Development Fund (‘SIDF")
During 2004, SAFCO obtained an additional SIDF loan facility of SR 400 million to finance the
expansion of SAFCO IV. SAFCO has utilized the full amount of the facility as at the balance sheet
date. The loan is repayable over 14 semi-annual instalments and the first instalment will commence in

the year 2008.

The above facilities are secured by mortgage on property, plant and equipment and contain covenants
regarding maintenance of minimum net worth, and other matters.

(b) Long term loan facility
SAFCO entered into a Term Loan Facility Agreement (“the Facility”), dated August 11, 2004, with a
syndicate of financial institutions to finance an amount of US$ 330 million (SR 1,237.5 million) for
SAFCO IV expansion project at Jubail. SAFCO has utilized the total amount of the facility during last
years and the total amount outstanding as at the balance sheet date is SR 574,821 (2006 : SR 840,000)

Repayment of the loan’s principal commenced on January 1, 2007, and is due in 14 semi-annual
installments.

The Facility bears financing charges at London Inter-bank Offer Rate (LIBOR) plus a fixed margin
applicable to US dollar. Covenants include amongst other requirements the maintenance of certain

financial ratios.

¢) Short term facilities
At December 31, 2007, the Company had unutilized bank facilities totaling SR 200 million (2006 -

SR 200 million).

-12 -
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SAUDI ARABIAN FERTILIZER COMPANY (SAFCO)
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

12. RELATED PARTY TRANSACTIONS

The transactions with related parties are effected in the ordinary course of business in accordance with
SAFCQ’s normal commercial practices. A summary of significant transactions with related parties is as

follows:

a)

b)

d)

e)

In accordance with marketing agreements, SAFCO’s production, except sulphuric acid, is marketed
through Saudi Basic Industries Corporation (“SABIC”).

SAFCO has agreements with SABIC whereby SABIC charges the Company for technical,
administrative and research and technology services. During 2007, the charge for these services
amounted to SR 50.9 million (2006 — SR 28.5 million).

SAFCO uses Ibn Al-Baytar pipelines for exporting Ammonia. Charges of Ammonia Handling for the
year 2007 by Ibn Al-Baytar amounted to SR 4.3 million (2006 — SR 6.2 million).

The management and operational activities of Ibn Al-Baytar and SAFCO were consolidated with
effect from March 1, 1994 and this has no impact on the legal structure of either company. All of the
employees and their related balances have been transferred to SAFCO. Charges by SAFCO during the
year to Ibn Al-Baytar for joint management amounted to SR 120.6 million (2006 — SR 117 million)
while charges by Ibn Al-Baytar to SAFCO amounted to SR 0.6 million (2006 — SR 0.8 million).

The Company has an agreement with SABIC Shared Services which covers Human Resource,
Accounting, Technical, Information Technology, Procurement, etc. services. Amount paid during the
year 2007 for such services amounted to SR 48.7 million (2006 - SR 34.8 million).

During the year, the Company sold sulphuric acid to [bn Al-Baytar for SR 6.4 million (2006 - SR 2.6
million).

13. END-OF-SERVICE INDEMNITIES

14.

2007 2006

SR 000 SR 000

January 1 337,158 308,638
Additional provision in the year 71,612 40,812
Utilization of provision (19,325) (12,292)
Balance at December 31 389,445 337,158

SHARE CAPITAL

In accordance with the Capital Market Authorities decision dated March 27, 2006, the shares of Safco
were split into 5 shares for every one share effective April 15 2006. As a result the total number of shares
of Safco has increased from 40 million shares at par value of SR 50 each to 200 million shares at par

value of SR 10 each .
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The Board of Directors in their meeting held on 29/12/2007 proposed to the Extraordinary General
Meeting to approve the increase of Safco’s share capital from SR. 2,000 million to SR. 2,500 million by
issuing from the general reserve one bonus share for each four shares held. Once the increase is approved
by the Extraordinary General Meeting and the regulators, the company’s total shares will increase from
200 million to 250 million shares.

15. RESERVES

16.

17.

Statutory reserve
In accordance with SAFCO’s by-laws, the Company established a statutory reserve by appropriation of

10% of the Company’s net income. Under the Company’s revised by-laws, this appropriation should
continue until the reserve equals 50% of share capital.

At December 31,2005, after above transfers, total statutory reserve amounted to SR 1,000 million,
reaching the limit of 50% of the share capital.

General reserve
The general reserve was established by the General Assembly in previous years. The allocation to general

reserve from retained eamings is at the discretion of the General Assembly.

DIVIDENDS PAYABLE

The Board of Directors in their meeting held on 29/12/2007 proposed to distribute cash dividends of SR 400
million (2006 — SR 600 million) (SR 2 per share) (2006: SR 3 per share) for the second half of 2007, in
addition to the interim dividend of SR 600 million (2006 — SR 500 million). (SR 3 per share) (2006: SR 2.5
per share) which was paid for the first half of 2007

OPERATIONAL SEGMENTS
SAFCO is organized in the following main operational business segments:

s Fertilizer : includes ammonia and urea
* Others : includes melamine, sulphuric acid and others

The above classifications are mainly based on similarity in the nature of fertilizer products and difference
from other products with respect to production process and nature of customers.

Fertilizer Others Total
SR 000 SR 000 SR 000

4,941,562 150,379 5,091,941
- 3,061,485

3,402,311 113,717 3,516,028
1,277,017 111,597 1,388,614

2,125,294 2,120 2,127,414

2007

Segment assets

Non-allocated assets

Sales
Cost and expenses

Operating income

-14-
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
YEARS ENDED DECEMBER 31, 2007 AND 2006

2006
Segment assets
Non-allocated assets

Sales
Cost and expenses

Operating income

18. SELLING AND DISTRIBUTION EXPENSES

Stevedoring and port charges
Packaging material

Truck charges

Other charges

19. GENERAL AND ADMINISTRATIVE EXPENSES

20.

Staff related costs
Research and technology (Note 12b)
Others

ZAKAT

Fertilizer Others Total
SR 000 SR 000 SR 000
5,073,763 134,386 5,208,149
- - 1,520,602
1,730,477 100,775 1,831,252
749,667 93,135 842,802
980,810 7,640 988,450
2007 2006
SR 000 SR 000

38,477 22,921

12,073 9,557

24,471 10,041

16,717 9,400

91,738 51,919
2007 2006
SR 000 SR 000

21,606 15,636

50,904 28,446

2,812 5,798
75,322 49,880

The principal elements of the zakat base include opening stockholders’ equity of SR 4,739 million
(2006 — SR 4,788 million), net income before share of net income from associated companies and zakat of
SR 2,122 million (2006 — SR 1,005 million}), dividends paid of SR 1,200 million (2006 - SR 1,396
million), long term liabilities of SR 1,400 million (2006 —~ SR 1,004 million) and non-current assets of

SR 5,173 million (2006 — SR 5,094 million).

Some of these accounts have been adjusted in arriving at the zakat charge for the year.

The movement in zakat provision is as follows:

Balance at January 1
Net provision for the year
Payments during the year

Balance at December 31

2007 2006
SR 000 SR 000
70,292 63,000
77,000 27,000
(28,784) (19,708)
118,508 70,292
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21

22

23

24

Outstanding assessments
The DZIT has finalized the assessments for the years from 1991 to 2000 and demanded a net additional

amount of SR 30 million of which SR 5 million has been paid in 2007. Any additional zakat payments shall
be made at the time of finalization. The year 2001 onward assessments are currently pending with the DZIT.

EARNINGS PER SHARE

Eamnings per share were calculated using the total number of shares of 200 million (after share split)
outstanding as of the balance sheet date.

COMMITMENTS AND CONTINGENCIES

At December 31, 2007, the Company has outstanding commitments of SR 106.7 million (2006 - SR 44
million).

The Company has also guaranteed its share of the loans to its investee amounting in to SR 15 million {2006 -
SR 297.4 nullion).

The Company had outstanding letters of guarantees at December 31, 2007 amounting to SR 46.1 million
(2006: SR 34 million)

FAIR YALUE

The fair values of the Company’s financial assets and liabilities approximate their carrying amounts. The
fair values of available for sale investments have been set out in note 7.

COMPARATIVE FIGURES

Certain figures for 2006 have been reclassified to conform to the presentation of the current year.

25 APPROVAL OF THE FINANCIAL STATEMENTS

These financial statements were approved by the Board of Directors on February 18, 2008 for submission
to the general assembly.
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