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ALUJAIN CORPORATION
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008
(UNAUDITED)

TOGETHER WITH AUDITORS’ REPORT




Al Hamra District, Jeddah 21441

Saudi Arabia

Tel: +966 2 667 1040/+966 2 665 2076
Fax: +966 2 667 2129

www.ey.com/me

Registration No. 45
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AUDITORS’ REPORT TO THE SHAREHOLDERS OF
ALUJAIN CORPORATION
(A Saudi Joint Stock Company)

We have reviewed the consolidated balance sheet of ALUJAIN CORPORATION
(a Saudi Joint Stock Company) and its subsidiary as at 30 September 2008, and the
related consolidated statements of income, cash flows and changes in shareholders’
equity for the nine 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 consolidated financial statements, in order for them
to be in conformity with generally accepted accounting principles.

14 October 2008
Jeddah, Kingdom of Saudi Arabia

Abdulaziz A. Alsowailim 277 Sami E. Farah 168 Abdulaziz Alshubaibi 339
Fahad M. Al-Toaimi 354 Abdulhamid M. Bushnag 155 Ahmed I. Reda 356

Offices in the Kingdom : Alkhobar, Jeddah, Riyadh



Alujain Corporation (a Saudi Joint Stock Company)

CONSOLIDATED BALANCE SHEET

As at 30 September 2008
(UNAUDITED)

Note
ASSETS
Non-current assets
Property and equipment, net
Work in progress 5&4
Pre-operating expenses 6&4
Projects under study, net
Investments, net 1&11
Security deposit
Deferred financial charges, net 7

Total non-current assets

Current assets

Inventories

Amounts due from affiliates

Accounts receivable and prepayments
Advances to suppliers

Short-term investments in Murabaha Funds
Cash and bank balances

Total current assets

TOTAL ASSETS

SHAREHOLDERS’ EQUITY AND LIABILITIES

Shareholders' equity

Authorized capital and fully paid (69,200,000 shares
of SR 10 per share)

Statutory reserve

Accumulated losses

Cumulative changes in fair values

Total shareholders’ equity of the parent company

Minority interest

Total shareholders’ equity

Non-current liabilities

Long-term loans 7
Due to shareholders

End of service benefits

Total non-current liabilities

Current liabilities

Amounts due to affiliates

Accounts payable, accruals and other liabilities

Short-term loans

Current portion of long-term loans 7
Zakat provision

Total current liabilities

Total liabilities

TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES

2008 2007
SR SR
9,877,400 11,847,740
2,537,760,702  2,184,258,241
43,729,504 43,729,504
933,278 801,632
33,673,305 39,008,730
20,000,000 50,841,512
24,083,528 27.229.828
2,670,057,717  2.357.717.187
85,663,388 .
11,852,853 9,886,993
6,427,512 8,082,155
61,611,366 -
48,579,160 21,091,934
102,181,683 229,039,247
316,315,962 268,100,329
2,986,373,679  2,625,817,516
692,000,000 692,000,000
17,316,057 17,316,057
(76,844,634) (22,914,398)
(36.770,093) 5,204,894
595,701,330 691,606,553
321,210.929 380,085,136
916,912.259  1.071.691,689
1,787,222,227  1,496,319,725
13,124,505 -
5.065.111 3,806,946
1,805411,843  1,500,126,671
7,473,561 941,449
144,036,062 46,385,247
40,000,000 -
61,642,211 -
10,897,743 6.672.460
264,049,577 53.999.156
2,069.461.420  1,554.125.827
2,986,373,679  2.625817,516

The attached notes 1 to 12 form part of these unaudited interim consolidated financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF INCOME
For the Nine Months Ended 30 September 2008

(UNAUDITED)

Income from bank deposits and dividends

Realized gain on investments

Revenue from investments in Murabaha
Funds

Write back of provision for work in
progress

Write back of provision for investments

Gain on sale of property and equipment

Loss on disposal of investment
Provision for investments

Changes in fair value of derivatives
General and administrative expenses
NET LOSS BEFORE ZAKAT
Zakat

NET LOSS BEFORE MINORITY
INTEREST

Minority interest

NET LOSS

Loss per common share on net loss before

minority interest

Loss per common share on net loss

attributable to equity shareholders of the

parent

Interim period Beginning of the year to
1 July 2008 1 July 2007
to to 30 30
30 September 30 September September September
2008 2007 2008 2007
Note SR SR SR SR
8 283,410 13,364,027 2,431,867 16,612,701
203,267 1,820,904 472,344 1,570,051
494,320 407,931 1,301,884 1,371,829
- - 1,739,822 -
4,063,734 - 4,063,734 -
i 1000 - 1,000
5,044,731 15,593,862 10,009,651 19,555,581
- - 362,717) -
(7,721) (42,202) (5,691,361) (880,609)

2 (7,275,000) - (8,917,537) -

9 (12,136,234)  (32,097,666) (43,926,440)  (37,240,416)
(19,418,955)  (32,139,868) (58,898,055) (38,121,025
(14,374,224)  (16,546,006) (48,888,404)  (18,565,444)
(4,380,625) (8,176,295) (6,870,625)  (12,608,895)
(18,754,849)  (24,722,301) (55,759,029) (31,174,339)
8,583,559 10,774,864 20,875,557 10,774,864 ;
(10,171,290)  (13,947,437) (34,883,472)  (20,399,475)

10 (0.27) (0.36) (0.81) (0.45)

10 (0.15) (0.20) (0.50) (0.29)

The attached notes 1 to 12 form part of these unaudited interim consolidated financial statements,

s
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Alujain Corporation (a Saudi Joint Stock Company)
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Nine Months Ended 30 September 2008
(UNAUDITED)

2008 2007
Note SR SR
OPERATING ACTIVITIES
Net loss (34,883,472) (20,399,475)
Adjustments to reconcile net loss to net cash used in
operating activities:
Net expenses of project under progress charged
to income statement 4 - 20,524,180
Depreciation 1,895,302 912,591
Write back of provision for investments (4,063,734) -
Write back of provision for work in progress (1,739,822) -
Zakat 6,870,625 5,307,600
Gain on sale of property and equipment - (1,000)
Changes in fair value of derivatives 8,917,537 -
Provision for investments 5,691,361 880,609
Realized loss on investments - (1,570,051)
Revenue from investments in Murabaha Funds (1,301,884) (1,371,829)
Minority interest (20,875,557) (10,774,864)
Changes in operating assets and liabilities:
Inventories (21,706,520) -
Accounts receivables and prepayments 3,505,056 2,948,177
Amounts due from affiliates (2,003,888) (735,799)
Advance to suppliers (61,611,366) -
Accounts payable and accruals 12,825,694 (12,611,937)
Amounts due to affiliates (2,866,498) (2,299,597
End of service benefits 1,396,036 711,616
Zakat paid (4,274.856) (7,921,158)
Net cash used in operating activities (114,225.986) (26,400,937)
INVESTING ACTIVITIES
Proceeds from sale of available for sale investments - 12,066,937
Work in progress (262,396,931) (685,063,069)
Expenditure on projects under study (236,804) (979,184)
Movement of short-term investments in Murabaha Funds (21,876,055) 4,860,390
Security deposit 27,190,623 30,500,122
Payments for purchase of property and equipment (2,341,434) (10,695,785)
Additional investment in an associate (10,070,350) -
Purchase of other investments - (281,363)
Net cash used in investing activities (269,730.951) (649.591.952)
FINANCING ACTIVITIES
Long-term loans 237,270,220 1,296,319,725
Short-term loans 40,000,000 (505,703,242)
Minority interest (5,211,901) -
Due to shareholders 13,124,505 -
Net cash provided by financing activities 285,182,824 790.616.,483
NET CHANGE IN CASH AND BANK BALANCES (98,774,113) 114,623,594
Cash and Bank Balances - beginning of the period:
- Parent company 200,955,796 38,957,324
- Subsidiary company 1 - 75.458.329
200,955,796 114,415,653
CASH AND BANK BALANCES - END OF THE PERIOD 102,181,683 229,039,247

The attached notes 1 to 12 form part of these unaudited interim consolidated financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS - CONTINUED
For the Nine Months Ended 30 September 2007
(UNAUDITED)

2008
Note SR

SUPPLEMENTARY INFORMATION FOR
NON-CASH TRANSACTIONS

Total assets as at 1 January 2007 transferred by a subsidiary - -

Total liabilities as at 1 January 2007 transferred by a subsidiary - =

Net expenses of project under progress reclassified
to work in progress 4 -

2007
SR

(1,084,793,535)

1,160,251.864

56,080,006

Net expenses of project under progress reclassified
to pre-operating expenses 4 -

43,729,504

Amortization of deferred financial charges transferred
to work in progress -

2,359.453

The attached notes 1 to 12 form part of these unaudited interim consolidated financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

For the Nine Months Ended 30 September 2008

(UNAUDITED)

SHAREHOLDERS’ EQUITY OF
THE PARENT COMPANY

CAPITAL
STATUTORY RESERVE
ACCUMULATED LOSSES

Beginning balance
Loss for the period
Ending balance

CUMULATIVE CHANGES
IN FAIR VALUES

Beginning balance

Fair value adjustments

Unrealized loss on disposed investments
Ending balance

TOTAL SHAREHOLDERS’
EQUITY OF THE PARENT
COMPANY

Minority interest

TOTAL SHAREHOLDERS’
EQUITY

Interim period

Beginning of the year to

1 July 2008 1 July 2007
to fo 30 30
30 September 30 September September September
2008 2007 2008 2007
SR SR SR SR
692.000,000 692,000,000 692,000,000 692,000,000
17,316,057 17,316,057 17,316,057 17,316,057
(66,673,344) (8,966,961) (41,961,162) (2,514,923)
(10,171,290) (13.947.437) (34.883.472) (20,399.475)
(76.844,634) (22,914.398) (76,844.634) (22,914.398)
(16,353,165) 3,735,364 (16,844,743) (4,307,448)
(20,416,928) 1,469,530 (19,925,350) 9,225,409
- - - 286,933
(36,770,093) 5,204,894 (36,770,093) 5.204.894
595,701,330 691,606,553 595,701,330 691,606,553
321,210,929 380,085,136 321.210.929 380.085.136
_916,912,259 1,071,691,689 916,912,259 1,071,691,689

The attached notes 1 to 12 form part of these unaudited interim consolidated financial statements.
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Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(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).

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

During the year ended 31 December 2006, Alujain Corporation transferred an amount of SR 360
million from projects under implementation to its investment in NATPET, which was converted by
NATPET during the second quarter of 2007 to common shares as Alujain’s additional investment in
NATPET, thus increasing Alujain’s share in NATPET from 37.03% to 57.4%. Therefore, the
accompanying interim consolidated financial statements include the financial statements of NATPET
as at 30 September 2008 and 2007.

In 2004, management of the subsidiary Company decided to form a joint venture company - Teldene,
to operate the subsidiary Company’s project. This decision was revised by the subsidiary’s Board of
Directors which resolved in its meeting on 19 September 2007 that the project will now be operated
by the subsidiary Company, NATPET. Previously the net expenses of the project were to be
recovered by NATPET from the proposed joint venture project company. Following the Board of
Directors’ above decision, these expenses were charged to the statement of income or reclassified to
pre-operating expenses and work in progress during 2007 (see Note 4). The current status of the
project and the different stages that the project has gone through since inception are detailed in Notes
4 and 5.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The interim consolidated 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 2007, and are summarized as follows:

Basis of consolidation

The interim consolidated financial statements comprise the accounts of Alujain Corporation (the
parent company) and its subsidiary (National Petrochemical Industrial Company), “the Group”. All
material intercompany transactions and balances are eliminated on consolidation.

The subsidiary is consolidated from the date the parent company obtains control until such time
control ceases. Acquisitions of subsidiaries are accounted for using the purchase method of
accounting. The interim financial statements of the subsidiary are prepared for the same reporting
period as the parent company, using consistent accounting policies. The attributable equity interests
of third parties in the Group are included under the minority interest caption in these interim
consolidated financial statements.




Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accounting convention

The financial statements are prepared under the historical cost convention modified to include the
measurement at fair value of available-for-sale investments, short-term investment in Murabaha
funds and derivative financial instruments.

Pre-operating expenses

Pre-operating expenses are charged to the statement of income unless their future benefits have been
determined in which case they will be amortized using the straight line basis over 7 years or their
estimated period of benefit, whichever is shorter, from the commencement of operations.

Deferred financial charges

Deferred financial charges represent administration fees related to long-term borrowings, being
amortized over the term of the loan on a straight line basis. Amortization charges are capitalized and
charged to work in progress during the construction period.

Net expenses of project under progress
Net expenses of project under progress represent costs incurred during the construction of the plant
up to 30 June 2007 (see Note 4).

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.

Inventories
Inventories are stated at the lower of cost and market value, net of provision for slow moving and
obsolete items. Cost is determined on a weighted average basis.

Projects under study

Projects under study 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.

Property and equipment
Property 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.

Leasehold improvements are amortized on a straight-line basis over the shorter of the useful life of
the improvements or the term of the lease.




Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accounts receivable

Accounts receivable are stated at original invoice amount less a provision for any uncollectible
amounts. An estimate for doubtful debts is made when collection of the full amount is no longer
probable. Bad debts are written off as incurred.

Accounts payable, accruals and other liabilities
Liabilities are recognized for amounts to be paid in the future for goods or services received,
whether billed by the supplier or not.

Provisions
Provisions are recognized when the company has an obligation (legal or constructive) arising from a
past event, and the costs to settle the obligation are both probable and may be measured reliably.

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 interim consolidated 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,

Fair values

For investments traded in organised markets, fair value is determined by reference to quoted market
bid prices.

For unquoted equity investments, fair value is determined by reference to the market value of a similar
investment or is based on the expected discounted cash flows.

Derivative financial instruments and hedging

The Group uses derivative financial instruments (interest rate swaps) to hedge its risks associated
with interest rate fluctuations. Such derivative financial instruments are initially recognized at fair
value on the date on which a derivative contract is entered into and are subsequently remeasured at

fair value. Derivatives are carried as assets when the fair value is positive and as liabilities when the
fair value is negative.

Any gains or losses arising from changes in fair value on derivatives during the year that do not
qualify for hedge accounting are taken directly to the statement of income.

The fair value of interest rate swap contracts is determined by reference to market values for similar
instruments.




Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

2, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Derivative financial instruments and hedging (continued)

At the inception of a hedge relationship, the Group formally designates and documents the hedge
relationship to which the Group wishes to apply hedge accounting and the risk management objective
and strategy for undertaking the hedge. The documents include identification of the hedging
instrument, the hedged item or transaction, the nature of the risk being hedged and how the entity
will assess the hedging instrument’s effectiveness in offsetting the exposure to changes in the hedged
item’s cash flows attributable to the hedged risk. Such hedges are expected to be highly effective in
achieving offsetting changes in cash flows and are assessed on an ongoing basis to determine that
they actually have been highly effective throughout the financial reporting periods for which they
were designated.

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Cash flow hedges
The effective portion of the gain or loss on the hedging instrument is recognized directly in equity,
while any ineffective portion is recognized immediately in the statement of income.

Amounts taken to equity are transferred to profit or loss when the hedged transaction affects profit or
loss, such as when the hedged financial income or financial expense is recognized or when a forecast
sale occurs. Where the hedged item is the cost of a non-financial asset or non-financial liability, the
amounts taken to equity are transferred to the initial carrying amount of the non-financial asset or
liability.

If the forecast transaction or firm commitment is no longer expected to occur, amounts previously
recognized in equity are transferred to profit or loss. If the hedging instrument expires or is sold,
terminated or exercised without replacement or rollover, or if its designation as a hedge is revoked,

amounts previously recognized in equity remain in equity until the forecast transaction or firm
commitment occurs.

3. INTERIM FINANCIAL RESULTS

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

4. NET EXPENSES OF PROJECT UNDER PROGRESS

On 20 February 1991, Xenel Industries Ltd. (one of the investing companies in the project) signed a
technology supply agreement with Himont, an American company, to establish a factory in the
industrial city in Yanbu. The factory is to produce polypropylene with a production capacity of 180
thousand tons yearly. In addition, it has been agreed to supply the project with propylene as a raw
material through Al-Fasel project that is related to one of the investing companies in the project.

On 31 March 1995, the ownership of Himont was transferred to Montell Technology - an American
company, and the technology supply agreement was renewed with Montell Technology on
25 September 1995 where the capacity of Propylene production was increased to 240 thousand tons
yearly, and also to supply the project with 250 thousand tons yearly of Propylene through Al-Fasel
Project. In addition, it was agreed with Saudi Aramco Co. to provide the project with Propane gas.

On 21 February 1997, Xenel Industries Ltd. signed the final technology supply agreement with

Montell Technology Company. The agreement included the increasing of Polypropylene capacity to
280 thousand tons yearly.




Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

4. NET EXPENSES OF PROJECT UNDER PROGRESS (continued)

During the year 2000, Montell Technology Company merged with BASF - a German Company, to
form Basell Company, where Basell Co. decided to break off the joint venture with the Company.
The Company resumed negotiations with Basell Co. to renew the Technology Supply agreement
which was signed on 24 April 2004.

Net expenses of project under progress included an amount of SR 33,380,990, representing expenses
paid by the Company for the project during 1 September 1989 to 1 February 1999 through one of the
investing companies in the project. These expenses comprise of the following:

SR

Salaries and wages 16,555,153
Travel and accommodation 3,162,232
Legal and professional fees 974,729
" Engineering and technical assistance 1,550,374
Supply of technology 5,725,508
Rents 623,867
Postage, phone and electricity 429,243
Subscriptions 2,180,856
Others 7 4,224,428
Expenses recovered from affiliated companies (*) (2.045.400)
33,380,990

(*)Expenses were paid on behalf of affiliated companies for joint activities.

The balance of net expenses of project under progress up to 31 March 2007 was SR 107,054,073.
During the three months ended 30 June 2007, an additional SR 13,279,617 was incurred taking the
balance of net expenses of project under progress to SR 120,333,690 up to 30 June 2007.

During the three months ended 30 September 2007, following the NATPET Board of Directors’
decision that the project will now be operated by NATPET, out of the SR 120,333,690 net expenses
of project under progress incurred up to 30 June 2007, the subsidiary Company has charged a net
amount of SR 20,524,180 to its income statement and reclassified amounts of SR 56,080,006 and SR
43,729,504 to work in progress and pre-operating expenses, respectively. Previously it was intended
that the net expenses of the project would be recovered from the proposed joint venture project
company, which will no longer be formed as per the decision of the NATPET Board of Directors’ on
19 September 2007 (see Note 1).

The movement of net expenses of project under progress for the six months ended 30 June 2007 and
the period ended 30 September is as follows:

SR
Balance as at 1 January 2007 98,300,060
Net expenses during the six months ended 30 June 2007 22.033,630
120,333,690
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Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008
(UNAUDITED)

4. NET EXPENSES OF PROJECT UNDER PROGRESS (continued)

SR
Transfer from net expenses during the period from
[ July 2007 to 30 September 2007:
Amount charged to income statement (20,524,180)
Amount reclassified to work in progress (56,080,006)
Amount reclassified to pre-operating expenses (43,729.504)

Balance as at 30 September 2007 and 30 September 2008 - -

Net expenses of project under progress were comprised of the following up to 30 June 2007:

SR

EXPENSES

Salaries and wages 64,508,086
Travel and accommodation 16,360,092
Legal and professional fees 5,145,928
Engineering and technical assistance 16,110,422
Supply of technology 5,725,508
Rents 2,396,859
Postage, phones and electricity 1,502,583
Subscriptions 2,983,102
End of services benefits 2,118,283
Depreciation 874,936
Other 14,411,788
Expenses recovered from affiliated companies (7,018,248)
Total expenses 125,119,339
Interest income (12,086,944)
Net expenses before Zakat 113,032,395
Zakat 7,301,295
Net expenses 120,333,690

As mentioned above, the balance of net expenses of project under progress up to 30 June 2007 of
SR 120,333,690 has been charged to the income statement / reclassified to work in progress and
pre-operating expenses, following the decision of the NATPET Board of Directors on 19 September
2007 to retain the Teldene Polypropylene project in NATPET.

5. WORK IN PROGRESS

Work in progress represents Teldene Polypropylene and AlFasel Propylene Projects which were
combined as one integrated complex for strategic, economic and financial consideration.

On 3 March 2004, the Company and Tecnimont - an Italian Company, signed the Engineering,
Procurement and Construction (EPC) Contract. The Company asked to convert this EPC contract to
Lump Sum Turn Key Contract which was signed on 7 February 2005 where the capacity of
polypropylene production was increased to 400 thousand tons yearly. Also, during 2005, the
Company and Lurgi - a German Company, signed a lump sum Turn Key contract.

The land and utilities agreements of the Royal Commission in Yanbu, Saudi Arabia, have been
signed on a conditional basis.
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Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

5. WORK IN PROGRESS (continued)

Lurgi Company of Germany and Tecnimont Company of Italy (the Contractors) started the
engineering, procurement and construction activities according to the early work agreement.
Currently, the overall progress of the plant exceeds 98%. The subsidiary company has signed a
facility agreement on 28 February 2006 with a consortium of seven local and international banks.
The consortium has agreed to lend the Company an amount of US$ 411 million. Also, the Company
signed a loan agreement with the SIDF for a loan amount of SR 400 million. NATPET reached a 10
years marketing agreement with Noble Americas under which Noble will market about 50% of the
Polypropylene production capacity of 400,000 tones per year. NATPET will have the option of
increasing the quantity up to 100% of capacity. This off-take will be sold in South East Asia, Indian
Subcontinent and China which are all promising markets. Noble has invested up to US$ 5 million in
the project.

Concurrently, the subsidiary company and SABIC Industrial Investments Company signed an
agreement for marketing 50% of polypropylene production.

Commissioning and start up of the complex is envisioned to be in the fourth quarter of 2008.

The fixed assets of the plant, which are included under work in progress, are mortgaged to the Saudi
Industrial Development Fund (SIDF) as security against the term loan received from the fund.

6. PRE-OPERATING EXPENSES

Pre-operating expenses represents the amount reclassified by the subsidiary Company from net
expenses of project under progress (note 4) and relates to project development expenditure incurred
prior to 2002. These expenses have been capitalized as pre-operating expenses following the
NATPET Board of Directors decision on 19 September 2007 to retain the Teldene Polypropylene
project in NATPET, as management believes that the future benefit associated with these costs is
certain and evident.

7. LONG-TERM LOANS

The subsidiary Company has signed loan agreements with local banks and SIDF in order to finance
the construction of its project. The loan balance as at 30 September is comprised of the following:

2008 2007

SR SR
Commercial Banks’ syndication 1,232,844,218 1,157,569,725

Public Investment Fund loan 234,375,000 -
SIDF Loan 360,000,000 320,000,000
Others 21,645,220 18,750,000
1,848,864,438 1,496,319,725

Less: Current portion of Commercial Banks’ syndication (61,642.211) -

—1,787,222,227  1.496,319,725

The subsidiary company signed an agreement with Public Investment Fund (PIF) on 1 August 2008
for a loan of SR 469 million and has drawn SR 234 million up to 30 September 2008. The loan is
repayable in 20 bi-annual installments starting on 2011. ‘
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Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008

(UNAUDITED)

7. LONG-TERM LOANS (continued)

The SIDF loan amount is SR 400 million of which SR 360 million was drawn down by 30 September
2008 (30 September 2007: SR 320 million). The SIDF loan carries administration fees amounting to
SR 30 million (deferred financial charges balance of SR 24,083,528 as at 30 September 2008
(30 September 2007: SR 27,229,828), appearing in the balance sheet), which is being amortized over
the term of the loan on a straight line basis. The SIDF loan is repayable in 13 bi-annual installments
starting in 2010 and is secured by a mortgage over the fixed assets of the project. Alujain signed a
corporate guarantee equal to 57.4% of the SIDF loan.

The Commercial Bank’s syndication term loans are secured by a second charge on the Company’s
assets. These loans carry borrowing costs at commercial rates and are repayable in 18 bi-annual
installments commencing from the final quarter of 2008.

8. INCOME FROM BANK DEPOSITS AND DIVIDENDS

Income from bank deposits and dividends are comprised of the following for the nine months ended
30 September:

2008 2007
SR SR
Income from bank deposits and dividends 2,150,617 15,844,010
Dividend income 281.250 768,691
_ 2,431,867 16,612,701

9. GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses are comprised of the following for the nine months ended 30

September:

2008 2007

SR SR
Salaries, wages and other benefits 22,225,973 14,009,300
Travel and accommodation 4,993,888 2,050,172
Legal and professional fees 854,289 1,132,828
Utilities and services 3,809,705 2,279,576
Engineering and technical assistance 536,584 356,456
Rents 2,546,580 3,675,707
Subscriptions 569,584 659,443
Depreciation 1,895,302 1,787,527
Repairs and maintenance 82,039 -
Other 6,412,496 18,307,655
Expenses recovered from affiliate company - (7.018.248)

43,926,440 37,240.416
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Alujain Corporation (a Saudi Joint Stock Company)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
30 SEPTEMBER 2008
(UNAUDITED)

10.

11.

12.

LOSS PER COMMON SHARE

Loss per common share on net loss before minority interest is calculated by dividing the net loss
before minority interest by the weighted average number of common shares in issue during the
period.

Loss per common share attributable to equity holders of the parent is calculated by dividing the net
loss attributable to equity holders of the parent by the weighted average number of common shares
in issue during the period.

The weighted average number of ordinary shares outstanding during the nine months ended
September 2008 and 2007 was 69.2 million shares of SR 10 each. The calculation of diluted
earnings per share is not applicable to the company.

SUBSEQUENT EVENTS

As a result of the ongoing global credit crisis, financial markets around the world have been subject
to significant declines during October. As of the date of approval of the financial statements, the
market value of the company's available for sale investments had declined by around SR 3.9 million
(16.5%) from the balance sheet date market value.

RECLASSIFICATIONS

Certain reclassifications have been made to the period ended 30 September 2007 financial
statements to conform to the classifications used in the period ended 30 September 2008.
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