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PE IT ;s October 8, 2012

To the shareholders of
Advanced Petrochemical Company
(A Saudi joint stock company)

Scope of review

We have reviewed the accompanying interim balance sheet of the Advanced Petrochemical Company
{the "*Company”) as of September 30, 2012 and the related interim statements of income for the three-
month and nine-month periods then ended and cash flows for the nine-month period ended September
30, 2012 including the related notes which form an integral part of the financial slatements. These
interim financial statements are the responsibility of the Company's management.

We conducted our limited review In accordance with the standards established by the Saudi
Organization for Certified Public Accountants. A limited review consists principally of applying
analytical procedures to financial data and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducled in accordance with
auditing standards generally accepted in Saudi Arabia, 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.

Caonclusion
Based on our limited review, we are not aware of any material modifications that should be made to
the accompanying interim financial statements of the Company for them to be in conformity with

accounting principles generally accepted in Saudi Arabia appropriate to the circumstances of the
Company.
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(A Saudi joint stock company) W
INTERIM BALANCE SHEET dpadiioll
AS AT SEPTEMBER 30, 2012 Advanced

{All amounts in Saudi Riyals thousands unless olherwise slaled)

£l

Seplember 30, September 30,
Noto 2012 2011
{Un-audited) {Un-audited)

Assols

Curront agsots

Cash and cash equivalants 278,071 525,118
Trade receivables 370,103 380,672
Inventories 193,788 109,308
Prepayments and other receivables 18,213 iz
Total currant assets 861,173 1,142,800
Non-current assels

Long-lerm receivables 20,016 18,417
Invesimants in unconsalidated subsidiaries 3 1,800 .
Property, plant and equipment 2,248,741 2,305,462
Intangible assels 110,693 B5,057
Total non-currant assots 2,391,150 2,408,538
Tolal assols 3,252,323 3,551,836
Liabilitles

Currant labliitles

Short-term borrowings 187,600 187,500
Gurrent malurily of long-1arm loans 170,000 175,000
Accounts payable 162,608 168,607
Accruals and other currend iabililes 27,707 258,895
Dividends payable 3,808 _2.787
Total current llabilities 741,623 703,680

Non-current liabilities

Long-term loans 862,500 812,500
Employees lormination banefils 19,906 15,435
Tatal non-current linbllities 5B 406 827,935
Tatal liablities 1,324,029 'I.E!:‘n,ﬁgi_
Sharaholdars’ aquity
Shara capilal 1,630,850 1,413,750
Stalutory rasanva 139,353 108,171
Relained eamings 148,991 417,291
Total sharcholders® equity 1,928,294 1,040,212
Total liabllities and shareholders® aquity 3,262 323 3.551.836
The notes on pages from 6 to 10 form an Infegral pant of these interim financial statements. \ .
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AN AL-MULH = ABDULLAH M. AL-GARAWI FAHAD A. AL-MISHAL

Chairmah of the Board President & CEQ VP-Fina Marketing,
CFO



ADVANCED PETROCHEMICAL COMPANY fi‘i;:
(A Saudi joint stock company) 1)

INTERIM INCOME STATEMENT da.oadioll

FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30, 2012  Advanced
(All amounts in Saudi Rivals thousands unless olherwise stated)

. For three-manth pericd For ning-month periods
anded Seplembar 30, ended Soptomber 30,
Nole 2042 2011 012 2011
(Un=auel L) (Un-audited) {Un-auditod) (Un-auditad)
Sales 649,268 717072 1,692,434 2127.087
Cos! of sales (534,525) (566,304) {1,440,466) (1.661,222)
Gross profit 114,763 150,678 261,668 465,865
Selling and distibution expenses {4,074) (4,861) (8,578) (13,770)
General and administralive expenses {5,178) _ (4,831) (18,162) (14.457)
Ingome fram operation 108,511 141,188 224,228 437,638
Olher (oxpenses) Income
Finance charges, nel (5,688) (6.026) (16,240) (16,608)
Other income 440 333 2,244 1,180
Net Income for the poried 100,263 135,493 211,232 422,200
Earnings por share (Saudl Riyals):
= Incomae from operation 0.643 0.861 1.367 2,669
+ Motincome far the perod 0.611 0.826 1.288 2676

Walghted average number of shares 221 163,995000 163,985,000 163,995,000 163,885,000

The noles on pages from B to 10 form an integral par of these interim financial stalements. \ _
: . =i .
- o . A ) \;'; o =
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o KHALIFA A, AL-MULHEM "J_’LBDULLA[-I.M. AL-GARAWI FAHAD f; ﬁl'.-MIS'HkL
Chairman of the Board President & CEOQ VP-Finance & Markeling,

CFO
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(A Saudi joint stock company) '. [y
INTERIM CASH FLOWS STATEMENT doadiioll
FOR THE NINE-MONTH PERIOD ENDED SEPTEMBER 30, 2012 Advanced

(Al amounts in Saudi Riyals thousands unless olherwise stated)

. Septembor 30, Soptomber 30,
: 2012 2011

(Un-audited) (Un-audited)

Cash flow from operating activilles

Nel income 211,232 422,200
Adius! ( 2
Depreciation and amaortizalion 138,884 158,002
Gain on disposal of property, plant and equipmant (18) (174)
Changaes in working capital
Trade receivables {26,820) (206,482)
Invantorias {37,849) {33,488)
Prepayments and olhor receivablas 13,132 (17.875)
Accounis payable 2905 32,188
Accruals and olher current llabilities (20,102) 108,058
Employees lerminalion bencfils 3,437 4,427
Nel cash generated from operating aclivilies 282,703 467,856

Cash flow from Investing activities

Investmemts In uncensolidaled subsidianes (1,000) .
Additions to proparty, plant and equipment (89,834) (B,746)
Proceeds from disposol of proparty, plant and equipment az 1688
Increase In intanglole assels (65,464) (10,340}
Mot cash ulilized In Investing aclivitles (166,877) (18,887)

Cash flow from financing activitles

Shor-term borrowings 187,500 03,750
Repayment of long-lerm loans (192,600) (182,500)
Zakot and Income fax (14,286) {10,165)
Dividends pald {303, 844) (281,635)
Nel cash ulilized in financing aclivilies (323,230) (380,454)
Kot chango In cash and cash oquivalents (197 ,404) 68,504
Cash and cash equivalenis, beginning of period ATE 476 458,614
Cash and cash equlvalonts, end of parlod 279,071 £25.118

The noles on pages from B to 10 form an integral par 'Tf {heso interim financial statemenls. \5_ -

\
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| /i ~ -\\.#
ABDULLAH M. AL-GARAWI FAHAD A. AL-MIS'HAL
President & CEOQ VP-Finance'& Markeling,

CFO



ADVANCED PETROCHEMICAL COMPANY “ﬂ-.
(A Saudi joint stock company) ® )

Notes to the interim financlal statements doadioll

For nine-month perlod ended September 30, 2012 (Unaudited) Advanced
(All amounts in Saudi Riyals thousands unless otherwise stated)

ORGANIZATION AND ACTIVITIES

Advanced Petrochemical Company (the “Company”) Is a Saudi joint stock company, registered in
Saudi Arabia under commercial registration number 2050049604 dated 27 Sha'ban, 1426H

(October 1, 2005). The registered address of the Company is P.O. Box 7215, Dammam 31462,
Kingdom of Saudi Arabla.

The principal activity of the Company is to manufacture and sell polypropylene.
During the nine-month period ended September 30, 2012:

o the shareholders of the Company approved final cash dividends of Saudi Riyals 141.4 million in

their general assembly meeting, held in February 2012, which were proposed by the Board of
Directors (BoD) during December 2011;

e the shareholders of the Company resclved to approve the BoD's proposal to increase the
share capital from Saudi Riyals 1.41 billion to Saudi Riyals 1.64 billion through capitalization of
Saudi Riyals 226.2 million from retained eamings by distribution of one bonus share for every
6.25 shares In their general assembly meeting held in February 2012. The increase in the
share capital has been approved by the Capital Market Authority and the related legal
formalities to register the increase have been finalized; and

o the BoD of the Company declared Interim cash dividends for the first half of the 2012
amounting to Saudi Riyals 163.9 million (2011: Saudi Riyals 141.4 million).

The accompanying interim financial statements include all adjustments comprising mainly of
normal recurring accruals considered necessary by the Company's management to present a fair
statement of the financlal position, results of operations and cash flows. The interim results of the
operations for the three-month and nine-month periods ended September 30, 2012 may not
represent a proper Indication for the annual results of operations. These Interim financial
statements and notes should be read in conjunction with the annual audited financial statements
and the related notes for the year ended December 31, 2011.

The accompanying interim financial statements were approved for issue by the Company's
management on October 8, 2012.

Summary of significant accounting policles

The principal accounting policies applied in the preparation of these financial statements are set out
below. These policies have been consistently applied to all period presented.

21 Basis of preparation

The accompanying interim financial statements have been prepared under the historical cost
convention on the accrual basis of accounting and in compliance with the Standard of Accounting
for Interim Financlal Reporting issued by the Saudi Organization for Certified Public Accountants.
Significant accounting policies adopted by the Company for preparing such interim financial
statements are consistent with the accounting policies described in the 2011 annual audited
financial statements of the Company.
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Notes to the interim financial statements G02dioll
For nine-month period ended September 30, 2012 (Unaudited) Advanced

(All amounts in Saudi Riyals thousands unless otherwise stated)

2.2 Critical accounting estimates and judgments

The preparation of financial statements in conformity with generally accepted accounting principles
requires the use of certain critical estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of conlingent assets and liabilities at the reporting date and the
reported amounts of revenues and expenses during the reporting period. Estimates and judgments
are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances. The
Company makes estimates and assumptions concerning the future. The resulting accounting
eslimates will, by definition, seldom equal the related actual results.

2.3 Foreign currency translations
(a) Reporting currency

These financial statements are presented in Saudi Riyals which is the reporting currency of the
Company.

(b) Transactions and balances

Foreign cumrency transactions are translated into Saudi Riyals using the exchange rates prevailing
at the dates of the transactions. Foreign exchange gains and losses resulting from the settiement
of such transactions and from the translation at the period-end exchange rates of monetary assets
and liabilities denominated in foreign currencies are recognized in the income statement.

2.4 Cash and cash equivalents

Cash and cash equivalents include cash in hand and with banks and other short-term highly liquid
investments with maturities of three months or less from the purchase date.

2.5 Accounts receivable

Accounts receivable are carried at original invoice amount less provision for doubtful debts. A
provision against doubtful debts is established when there is objective evidence that the Company
will not be able to collect all amounts due according to the original terms of the receivables.

26 Inventories

Inventories are carried at the lower of cost or net realizable value. Cost is determined using
weighted average method. The cost of finished products and work in progress include the cost of
raw materials, labor and production overheads,

2.7 Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation except
construction in progress which is carried at cost. Depreciation is charged to the income statement,
using the straight-line method, to allocate the costs of the assets to their residual values over the
estimated useful lives.

Gains and losses on disposals are determined by comparing proceeds with carrying amount and
are included in the income statement.

Maintenance and normal repairs which do not materially extend the estimated useful life of an
asset are charged to the income statement as and when incurred. Major renewals and
improvements, if any, are capitalized and the assets so replaced are retired.
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(A Saudi joint stock company) .. l‘i
Notes to the interim financial statements (Loadiol|
For nine-month period ended September 30, 2012 (Unaudited) Advanced

(All amounts in Saudi Riyals thousands unless otherwise stated)

2.8 Intangible assets

Intangible assets include;

o Establishment costs, listing costs and expenses incurred prior to commencement of
commercially viable production which is expected to provide benefits in future periods: and

s Plant testing and commissioning costs net off any proceeds from sale of off grade production
during the testing phase.

The above intangible assets are amortized over a period not exceeding seven years.

Intangible assets also include planned turnaround costs which are amortized over the period until
the next planned turnaround. Should an unexpected turnaround cccur prior to the previously
envisaged planned turnaround, then the previously unamortized deferred costs are immediately
expensed and the new turnaround costs are amortized over the period likely to benefit from such
costs.

29 Investments in subsidiaries

Subsidiaries are enfities over which the Company has the power to govern the financial and

operating policies to obtain economic benefit generally accompanying a shareholding of more than
one half of the voling rights.

210 Impairment of non-current assets

Non-current assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is recognized for the
amount by which the carrying amount of the asset exceeds its recoverable amount which is the
higher of an asset's fair value less cost to sell and value in use.

2.11 Borrowings

Borrowings are recognized at the proceeds received, net of transaction costs incurred, if any.
Borrowing costs that are directly attributable to the acquisition, construction or production of
qualifying assets are capitalized as part of those assets. Other borrowing costs are charged to the
income statement.

212 Accounts payable and accruals

Liabilities are recognized for amounts to be paid for goods and services received, whether or not
billed to the Company.

213 Provisions

Provisions are recognized when; the Company has a present legal or constructive obligation as a
result of a past event; it is probable that an outflow of resources will be required to settle the
obligation; and the amount can be reliably estimated.

214 Zakat and taxes

The Company is subject to zakat and income tax in accordance with the regulations of the
Department of Zakat and Income Tax (the "DZIT"). Provisions for zakat and income tax are
charged to the retained eamings. Additional amounts payable, if any, at the finalization of final
assessments are accounted for when such amounts are determined.

The Company withholds taxes on certain transactions with non-resident parties in the Kingdom of
Saudi Arabla, including dividends payments to the foreign shareholders, as required under the
Saudi Arabian Income Tax Law.
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Notes to the interim financial statements doadiol]
For nine-month period ended September 30, 2012 (Unaudited) Advanced

(All amounts in Saudi Riyals thousands unless otherwise stated)

215 Employee termination benefits

Employee termination benefits required by Saudi Labor and Workman Law are accrued by the
Company and charged to the income statement.

216 Revenues

Revenues are recognized upon delivery of the products to the marketers and the customers, Upon
delivery to the marketers, sales are recorded at provisional sales prices that are later adjusted
based upon actual selling prices received by the marketers from third parties, after deducting the
costs of shipping and marketing fees etc.

2.17 Selling, distribution and general and administrative expenses

Selling, distribution and general and administrative expenses Include direct and indirect costs not
specifically part of production costs as required under generally accepted accounting principles.
Allocations between selling, distribution and general and administrative expenses and production
costs, when required, are made on a consistent basis.

2.18 Statutory reserve

In accordance with the Regulations for Companies in the Kingdom of Saudi Arabia, the Company is
required to transfer 10% of their net income to a statutory reserve until such reserve equals 50% of
share capital. Allocation to the statutory reserve is made for the interim period considering the net
income for such period which is adjusted at the year-end considering the net income for the year.
This reserve currently is not available for distribution to the shareholders of the Company.

219 Dividends

Dividends are recorded in the financial statements in the period in which they are approved by
shareholders of the Company.

2,20 Operating leases

Rental expenses under operating leases are charged to the income statement over the periad of
the respective lease.

2.21 Earnings per share

Earnings per share for the three-month and nine-month periods ended September 30, 2012 and
2011 have been computed by dividing the income from operations and net income for each
periods by weighted average number of 163,995,000 shares outstanding at September 30, 2012
and 2011 after considering the effect of issuance of bonus shares. See Note 1.
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Notes to the interim financial statements doadioll
For nine-month period ended September 30, 2012 (Unaudited) Advanced

(All amounts in Saudi Riyals thousands unless otherwise stated)

Investments in unconsolidated subsidiaries

These represent the Company's equity interest in the share capital contribution of the following
Saudi Arabian limited liability companies:

Percentage
Name of subsidiary of holding Amount
Advanced Renewable Energy Company ("AREC") 95 a50
Advanced Global Investiment Company ("AGIC") 85 950

1,800

AREC was formed in March 2012 and AGIC was formed in August 2012. At September 30,2012,
the share capital contribution of these companies was kept in their respective bank accounts and
there were no other assets or liabilities, including contingent liabilities at that date and they do not
have any operations for the period ended September 30, 2012. The Company will start
consolidating them upon commencement of operations as non-consolidation does not have any
material impact on the accompanying 2012 interim financial statements.

Contingencies

The Company was contingently liable for bank guarantees issued on behalf of the Company in the
normal course of the business amounting to Saudi Riyals 451.9 million at September 30, 2012,

in



