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INDEPENDENT AUDITORS' REPORT February 24, 2013

To the Shareholders of Astra Industrial Group Company
{A Saudi Joint Stock Company)

Scope of audit

We have audited the accompanying consclidated balance sheet of Astra Industrial Group Company
(the "Company”) and subsidiaries (collectively the *Group®) as of December 31, 2012 and the
related consolidated statements of income, cash flows and changes in shareholders” equity for the
year then ended, and the notes which form an integral part of the consaolidated financial statements.
These conseolidated financial statements, which were prepared by the Company in accordance with
Article 123 of the Regulations for Companies and presented to us with all information and
explanations which we reguired, are the responsibility of the Group's management. Our
responsibility is to express an opinion on these consolidated financial statements based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in Saudi Arabia.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstaterment, 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 evalualing the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion,

Ungualified opinion

In aur apinien, such consolidated financial statements taken as a whole:

=  Present fairly, in all material respects, the financial position of the Group as of December 31,
2012 and the results of its operations and its cash flows for the year then ended in conformity
with accounting principles generally accepted in Saudi Arabia appropriate to the
circumstances of the Group; and

«  Comply, in all material respects, with the requirements of the Regulations for Companies and
the Company's By-laws with respect to the preparation and presentation of consolidated
financial statements.

PricewaterhguseCoopers

By:

Ormar M. Al Sagga
License Mumber 369

PricewaterhouseCoopers, Kingdom Tower, PO, Box 8282, Riyedh 11482, Kingdom of Saudi Arabia

T: +066 (1) 465-4240, F: 966 (1) 465-1663, www pwe.com /middle-cast

Licarea Mo, 25, Licensad Fadners. Omar M, &) Sogga (3690 Khalkd A, Mandhar (365], Mehammed & & Qoaidi (367, ibrakim R, Habib (383}
Yaipan A Ay ARnaer (373 AL A, Alotaibi (3TH)



ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Consolidated balance sheet

{All amounts in Saudi Rivals unless otherwise stated)

Assets

Current assets

Cash and cash equivalents
Murabaha investmanis
Aeccounts receivable, net

Dwe from related parties
Inventories, net

Prepayments and other assets

Hon-current assets

Investment in unconsolidated subsidiaries and associates
Property, plant and equipment, net

Goodwill

Intangible assets, net

Total assets

Liabilities

Current liabilities

Murabaha and tawarog facilities
Motes payable

Accounts payable

Due 1o related parties

Accrued and other liabilities
Frovision for zakat and income tax

Mon-current liabilities
Due to related parties
End of senvice benefits
Total liabilities

Equity
Shareholders of the Company:
Share capital
Statutory reserve
Retained earnings
Farelgn currency translation reserve
Changes in fair value of cash flow hedges
Total shareholders' equity
Minority interast
Total equity

Total liabilities and equity

Contingencies and commitments

The notes on pages & to 20 form an integral part of these consolidated financial statements.

MNotes

i

= B O n

10
11
12

13
14

13
16

1,15
19

20

27

As at December 31,

2012 2011
155,310,007 118,885,180
407,681,758 459,106,750
771,670,748 570,173,855
45,889,308 42,845 677
816,463,270 552,280,893
177,723,323 89.013,364
2,374,738,415 1,841,305,728
1,986,201 1,580,634
1,159,913,122 1,072,319,604
44,054,811 44,054,811
2,080,059 3,077,155
1,208,044 ,193 1,121,042,294
3,582,782,608 2,062,348,022
1,016,524,253 520,658,175
17,582,644 23,023,605
149,303,400 103,546,603
2,768,687 10,867,063
158,560,316 168,206,712

30,532,513 35,200 938

1,375,271,813 852 593 096
286,136,136 218,783,516

64,198 557 57,852,070

1,725,604,506

11282286882

741,176,470 741,176,470
406,568,677 406 568,677
738,034,366 658,047,024

(43,366,363} (8,605,373
{84,240 (6.160,635)
1,842,328,910 1,791,028,163
14,849,192 42,093.177
1,857,178,102 1,833,119,340
3,582,782,608 2,062,348,022




ASTRA INDUSTRIAL GROUP COMPANY

(& Saudi Joint Stock Company)

Consolidated income statement

(All amounts in Saudi Riyals unless olherwise stated)

Revenues

Cost of revenues

Gross profit

Operating expenses

Seliing and marketing
General and administrative
Research and development
Income from main operations

Other income (expenses)
Share in net income (losg) of unconsolidated subsidiaries
and associates

Financial charges

Other, net

Income from continuing operations before minority interest
Minarity interest
Net income for the year

Earnings per share:
Income from main operations

Mel income for the year

Motes

21
22

13
23

24

__Yearended December31,

2012 2011
1,496,329,255  1,381,988,548
(878,403,274) (832,207,589)
617,925,981 549,780,858
(236,632,868) (224.711,591)
(185,702,481) (123,971,249
{10,369,541) (14,316,158)
185,221,081 186,781,961
405,567 (87.128)
(21,094,297) (16,253 ,650)
49,105,208 61,428,885
213,637,559 231,870,088
29,033,019 16,257,926
242,670,578 248,127 894
2.50 2.52
3.27 3,35

The notes on pages & to 20 form an integral part of these consolidated financial statements.,



ASTRA INDUSTRIAL GROUP COMPANY

{A Saudi Joint Stock Company)

Consolidated statement of cash flows

(Al amounts in Saudi Riyals unless otherwise stated)

Cash flows from operating activities
Met income for the year
Adjustments for non- items
Depreciation
Amortization
Share in net (income) loss of unconsolidated subsidiaries
and associates

Loss applicable to minority interest
Changes in working capital
Accounts receivable, net
Inventories, net
Due from related paries
FPrepayments and other current assets
Accounts payable
Accrued and other current liabilities
Due to related parties
Zakat and income tax paid
End of senvice benefits, net
Met cash (utilized in) generated from operating activities

Cash flows from investing activities
Murabaha investments
Investment in unconsolidated subsidisries and associates
Purchases of property, plant and equipment
Proceeds from disposal of property, plant and
equipment, net
Intangible assats
Met cash (utilized in) generated from investing activities

Cash flows from financing activities

Murabaha and tawaroq facilities

Murabaha loans

Motes payable

e to related parties

Dividends paid

Board members' remuneration

Minority interest

MNet cash generated from (utilized in) financing activities

Met change in cash and cash equivalents
Cash and cash equivalents at beginning of year
Foreign cumrency translation reserve

Cash and cash equivalents at end of year

Supplemental non-cash information -

Provision for zakat and income tax charged to sharsholders'’
equity

Changes in fair value of cash flow hedges

The notes on pages & o 20 form an integral part of these consolidated financial statements.

MNotes

0
12

18

10

26

16
20

Year ended December 31,
2012 2011
242 670,578 248 127 894
39,835,373 27,806,008
714,376 635,687
(405,567) 87,128
(29,033,019) (16,257 8928)
(192,496,693) (74,875 258)
(264,182,377} (136,472 365)
- 502,12
(88,709,959) (21,898,518}
45 756,797 6,612,800
6,038,226 2,391,208
- 10,423,246
{35,935,779) (31,831,897)
6,344, 487 7,890,835
(269,403,757) 23,331,954
51,425,000 202,574,480
- {1,768,615)
(184,076,197) {269,163.892)
56,647,395 42 487 433
282,720 {2,801,124)
(75,721,082) 61,328,082
495,866,078 32,351,557
- 1140,625,000)
{6,340,961) 15,328,519
56,110,613 58,541,310
(129,314,108} (111,176,471)
{1,800,000) (1.800,000)
1,785,032 (2,163,714}
__ 416,310,656 (148,533,799)
71,185,817 (64 B73,763)
118,885,180 188,496,240
(34,760,990) {4,737.287)
155,310,007 118,885,180
31,177,354 17,618,505
6,076,395 {6,180,635)
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1)

ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2012
(All amounts in Saudi Rivals unless otherwise stated)

General information

Astra Industrial Group Company (the "Company™ and its subsidiaries {collectively the "Group®) consist of the
Company and its various Saudi Arabian and foreign subsidiaries listed below. The Company's main cbjectives
include establishment. management, operating and investmeant in industrial entilies (subject to obtaining the
Saudi Arabian General Investment Authorty ("SAGIAT approval for each praject 1o be established).

The Company is a2 Saudi Joint Stock Company licensed under foreign investment license Mo, 030114989-01
issued in Riyadh by SAGIA and operating under commarcial registration No. 1010069607 issued in Riyadh on
9 Muharram 1408H (August 22, 1988). The registered address of the Company is P.O. Box 1580, Riyadh
11441, Kingdom of Saudi Arabia. The shares of Astra Industrial Group Company were listed on the Saudi
Stock Market ("Tadawul™) on 17 Shabaan 1429H (August 18, 2008) through subscrption of 30% of the
Company's shares by the public.

The accompanying consolidated financial statements include the accounts of the Company and its following
subsidiaries, operating under individual commercial registrations:

Effective ownership %
at December 31, 2012

Country of
____ NWame of Subsidiary incorporation Direct Indirect
»  Tabuk  Pharmaceutical Manufacturing  Company
(“TPMC"). This company has the following subsidiaries: Saudi Arabia o5 ]
Tabuk Pharmaceutical Research Company Jordan 100
- Tabuk Pharmaceutical Company Limited Sudan B0 -
- Al Bareq Pharmaceutical Manufacturing Factory
Company Lirmited* Saudi Arabia 23 -
¥  Astra Polymer Compounding Company Limited
{*Polymer™). This company has the fallowing fully owned ;
subsidiary: Saudi Arabia a5 5
- Constab Middle East Polimer AS. {"CMEP") Turkey 100 0
¥ International Building Systams Factory Company
Limited ("IBEF") Saudi Arabia a5 5
*  Astra Industrial Complex Co. Lid. for Fertitizer and
Agrochemicals (“AstraChem®). This company has the
following foreign subsidiaries; Saudi Arabla 85 5
- AstraChem Saudia Algaria 100 -
- AstraChem Maorocco Marocoo 100 -
Britizh Virgin
- Aggis Internaticnal Limited Islands 100 -
- AstraChem Turkey Turkey 100 -
- Astrachem Syria Syria 100 -
- Astrachem Tashgand Uzbekistan 100 -
- Astra Industrial Complex Co, Ltd, for Ferilizer and
Agrochemicals, Jordan Jardan 50 =
- Astra Nova, Turkey Turkey &7 -
¥ AlTanmiyva Company for Steel Manufacturing. This
company has the following fully ownad subsidiary: Jordan 81 T
- Allnma'a Company Irag 51 -
¥  Asira Energy LLC Jerdan 76 -
¥ Asira Mining Company Limited Saudi Arabia &0 -

*The remaining 5% interest in this company is owned by Astra Industrial Group Company.



2)

ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Motes to the consclidated financial statements for the year ended December 31, 2012
(Al amounts in Saudi Riyals unless ofherwise stated)

The principal activities of the subsidiares are as follows:

= Production, marketing and distribution of medicine and pharmaceutical producis.
=  Production of polymer compounds, plastic additives, color concentrates and other plastic products.
+  Metal based construction of industrial buildings and building frames.

+  Production of compounded feriilizers and agriculture pesticides and the whelesale and retail trading of
fertilizers, forages and inseclicides. Also, execution of agricultural contracting projects.

= Production of steel pallets and rebar and generation of the required power of such activity.

«  Exploration of all ores and minerals in all regions of the Kingdom of Saudi Arabia except for those land
and marine areas beyond the scope of application of the mining investment law specified in Article Mo, &
of the law.

Summary of signiflecant accounting policies

The principal accounting policies applisd in the preparation of these consolidated financial statements are set
out below, These policies have been consistently applied to all periods presented, unless otherwise stated,

2.1 Basis of preparation

The accompanying consolidated financial statements have been prepared under the historical cost convention
on the accrual basis of accounting, as modified by the revaluation of derivatives financial instruments to fair
value, and in compliance with accounting standards promulgated by Saudi Organization for Certified Fublic
Accountants (“SOCPA™,

2.2  Critical accounting estimates and judgments

The preparation of consolidated financial statements in conformity with generally accepted accounting
principles requires the use of certain critical esfimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent 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 fulure events
that are believed to be reasonable under the circumstances, The Group makes esfimates and assumptions
concerning the future. The resulting accounting estimates will, by definition, seldom egual the related actual
results.

23 Investments
{a) Subsidiaries

Subsidiaries are entities over which the Group has the power fo govemn the financial and operating policies to
obtain economic benefit generally accompanying a shareholding of more than cne half of the voting rights.
The existence and effect of potential veting rights that are currently exercisable or convertible are considersd
when assessing whether the Group controls another entity. Subsidiaries are consolidated from the date on
which control is transferred to the Group. They are de-consolidated from the date that control ceases.

Imvestments in subsidiaries which are not considered as material to the consolidated financial statements are
accounted for using the equily method of accounting.

The purchase method of accounting is used to account for the acquisiion of subsidiaries. The cost of an
acquisition is measured as the fair value of the assets given or liabilties incurred or assumed at the date of
acruisition, plus cosis directly attributable to the acguisition. The excess of the cost of acquisition over the fair
value of the Group's share of the identifiable net assets acquired is recorded as goodwill, Goodwill is tested
annually for impairment and carried at cosl, net of impaiment losses, if any,

Inter-company transactions, balances and unrealized gains on transactions between Group companies are
eliminated. Unrealized losses are also eliminated. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the Group.

(b) Associates

Associates are entities over which the Group has significant influence, but not control, gensrally
accompanying a shareholding of between 20% and 50% of the voling rights. Invesiments in associales are
accounted for using the equity method of accounting and are initially recognized at cost

The Group's share of its associates’ post-acquisition income or losses is recognized in the consolidated
income statement and its share of post-acquisition movements in resenves is recognized in reserves. The
cumulative post-acquisition movements are adjusted against the carrying amount of the investment. When the

7



ASTRA INDUSTRIAL GROUP COMPANY

(& Saudi Jeint Stock Company)

Notes to the consolidated financial statements for the year ended December 31, 2012
(All amounts in Saudi Rivals unless otherwise stated)

Group's share of lpsses in an associate equals or exceeds its interest in the associate, including any other
unsecured receivables, the Group does not recognize furher losses, uniess it has incurred obligations or
rmade paymants on behalf of the associate.

Unreglized gains on transactions between the Group and its associates are eliminated to the extent of the
Group's interest in the assodates.

2.4 Segment reporting
{a) Business segment
A business segment is & group of assets, operations or entities:

{1 Engaged in revenue producing activities;

{iiy Results of its operations are conlinuously analyzed by management in order to make decisions related to
rescurce allocation and parformance assessment; and

{iii} Financial information is separately available.

(b)) Geographical segment

A geographical segment is a group of assets, operations or enfities engaged in revenue producing activities
within a parlicular economic environment that are subject to risks and returns different from those operating in
other economic environments.

2.5 Foreign currency translation
{8) Reporting currency

These consolidated financial statements are presented in Saudi Rivals ("SR") which is the reporiing currency
of the Company.

{b) Transactions and balances

Foreign currency transactions are translated into Saudi Rivals using the exchange rates prevailing at the dates
of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and
from the translation at the year-end exchange rates of monetary assets and liabilities denominated in foreign
currencies are recognized in the consolidated income statement.

(c}  Group companies

The results and financial position of foreign subsidiaries and associates having reporting currencies other than
Saudi Riyals are translated into Saudi Rivals as follows:

(Il assets and liabilities for each balance sheet presented are transiated at the closing exchange rate at the
date of that balance sheet;

(i)  Income and expenses for each income statement are translated at average exchange rates; and

(i} components of the equity accounts are translated at the exchange rates in affect at the dates the related
items originated.

Cumulative adjustments resulting from the translations of the financial statements of foreign subsidiaries and
associates into Saudi Riyals, if materal, are reporied as a separate component of equity.

Dividends received from an associate or a subsidiary are translated at the exchange rale in effect at the
transaction date and related currency translation differences are realized in the consolidated income
slatement.

When an investment in a foreign subsidiary and an associate is partially disposed off or sold, currency
translation differences that were recorded in equity are recognized in the consolidated income statemean! as
part of gain or loss on disposal or sale.

2.6 Cash and cash equivalents

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



ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Neotes to the consolidated financial statements for the year ended December 31, 2012
Al amounts in Saudi Riyals unless othenwise stated)

2.7 Murabaha investments

Murabaha investments are short-term highly liquid investments with original maturities of three months or
mare but not more than one year from the purchase dale, Commission income is recognized on an accrual
basis using agreed commission rates.

2.8 Accounts receivahble

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 Group will not be able to collect
all amounts due according to the original terms of the receivables. Such provisions are charged to the
consclidated income statement, and reported under "Selling and marketing expenses”™. When account
recaivable is uncollectible, it is written-off against the provision for doubtful debts. Any subsequent recoveries
of amounts previously written-off are credited against "Selling and marketling expenses” in the consolidated
income statement,

28 Accrued revenue

Accrued revenue represents revenue eamed but not yet billed at year-end. Such amounts will be billed in the
subsequent period. These balances are currently included under ascounts raceivable,

210  Inventories
Inventories are carriad at the lower of cost or net reglizable value. Cost is determined using the weighted
average method. The cost of finished products include the cost of raw materials, labor and production

overheads,

Met realizable value is the estimated selling price in the ordinary course of business, less the costs of
completion and selling expenses.

2.11 Property, plant and equipmeant

Property, plant and equipment are carried at cost less accumulated depreciation except projects under
construction which is carried at cost. Land is not depreciated, Depreciation is charged to the consolidated
income statement, using the straight-line method to allocate the costs of the related assets over the following
estimated useful lives:

MNumber of Years

Buildings 10 - 33
Leasehold improvements 4-10
Machinery and equipment 5-125
Furniture, fixtures and office equipmeant 3-10
Wehicles 4
Computer software 4

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

Maintenance and normal repairs which do not materally extend the estimated useful life of an asset are
charged to the consolidated income statement, as and when incurred. Major renewals and improvements, if
any, are capilzlized and the assets so replaced are refired,

212 Impairment of non-current assets

Mon-current assets are reviewed for impairment whenever events or changes in circumstances indicate that
the camying amount may not be recoverable, An impairment loss s recognized for the amount by which the
carrying amount of the asset exceeds its recoverable amount which is the higher of an assel’s fair value less
cost to self and value in use. For the purpose of assessing impairment, assets are grouped at lowest levels for
which there are separately identifiable cash flows (cash-generating units). Mon-current assets other than
intangible assets that suffered impairment are reviewed for possible reversal of impairment at each reporting
date. Where an impairment loss subsequently reverses, the camying amount of the asset or cash-generating
unit is increased to the revised estimate of its recoverable amount, but the increased carrying amount should
not exceed the carrying amount that would have hesn determined, had no impairment loss been recognized
for the assets or cash-generating unit in prior years, A reversal of an impairment logs is recognized as income
immediately in the consolidated income statement. Impairment losses recognized on intangible assets are not
reversible.



ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2012
{All amounts in Saudi Rivals unless othenwise stated)

213 Intangible assets

Intangible assets, apart from goodwill, represent registration and license fees and are amorized on a straight-
line method over a period of 5 years.

2.14 Borrowings

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

215 End of service benefits

End of service benefits required by Saudi Labor and Workman Lew are accrued by the Group and its Saudi
subsidiaries and charged to the consolidated income statement. The liability is calculated; at the current value of
the vested benefits to which the employes is entiled, should the employes leave al the consolidated balance
sheet date. Termination payments are based on employees' final salanes and allowances and their cumulative
yvears of service, as stated in the laws of Saudi Arabia.

The foreign subsidiaries provide currently for employes termination and other benefits as reguired under the laws
of their respective countries of domicile. There are no funded or unfunded benefit plans established by the foreign
subsidiaries,

216 Accounts payable and accruals

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

217  Zakat and taxes

In accordance with the regulations of the Department of Zakat and Income Tax ("DEIT"), the Group is subject
to zakal attributable to the Saudi sharehalders and to income tax attributable to the foreign shareholders.
Provisions for zakat and income tax are charged to the equily accounts of the Saudi and the foreign
shareholders, respectively. Additional amounts payable, if any, at the finalization of final assessments are
accounted for when such amounts are determined. For subsidiaries outside the Kingdom of Saudi Arabia,
provision for income tax is computed in accordance with tax regulations as applicable in the respective
countries, if required, and charged to the consolidated income statement.

Deferred income taxes are recognized on all major temporary differences between financlal income and taxable
income during the year in which such differences arise, and are adjusted when related temporary differences are
reversed. Deferred income tax assets on carry forward losses are recognized to the extent that it is probable that
future taxable income will be available against which such carry-forward tax losses can be utilized. Deferred
income taxes are determined using tax rates which have been enacted by the consolidated halance sheel date
and are expected to apply when the related deferred income tax asset is realized or the defermed income tax
liability is settied. Deferred income taxes arising out of such temporary differences were not significant and,
accordingly, were not recorded as of December 31, 2012 and 2011.

The Group and its Saudi Arabian subsidiaries withhold taxes on certain transactions with non-resident parties
in the Kingdom of Saudi Arabia as required under Saudi Arabian Income Tax Law.

218 Derivative financial instruments

The Group uses forward contracts to hedge its risks of foreign currency fluctuations asscciated with
operalional activities and are recognized al fair value. All financial derivatives are carried as assets when the
fair value is positive, and as liabilifies when the fair value is negative.

Usually, fair values of forward contracts are being obtained with reference to current market prices, if such
market prices are not available, fair values are determined at other forecast bases, as appropriate.

When using derivative financial instruments to hedge risks of cash flows related to certain obligations or
expected transactions, gains or losses arising from financial instruments that qualify for hedge accounting are
directly taken to shareholders' equity, The ineffective portion of an effective hedge Is faken to the consclidated
statement of income and any gainsflosses generated at recognition of financial instrument values, are being
recognized,

If the hedging instrument expires and hedged fransactions are still probable to ocour, gains and losses are
retained in the shareholders’ equity, and recognized in accordance with the policy above, if such transaction is
not probable, accumulated gains/losses - which is already recognized in shareholders’ equily - are taken to the
consolidated statement of income,

10



3)

ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2012
[All amounts in Saudi Rivals unless otherwise stated)

2.19 Provisions

Provisions are recognized when; the Group has a present legal or constructive obligation as a result of a past
avent, It is probable that an cutflow of resources will be required fo settle the obligation; and the amount can be
reliably estimated.

2.20 Revenue recognition

Revenues are recognized upon delivery of products and customer acceptance, il any, or on the performance
of services, Revenues are shown net of trade or quantity discounts, If any, and aftar eliminating sales within
the Group. Rovalty income is recognized on an accrual basis in accordance with the substance of
agrasments.

Contract revenues are recognized using the percentage of complelion method, The percentage of completion
iz determined by comparison of confract cost incurred to date with the lotal estimated cost for the contract.
Changes in cost estimates and losses on uncompleted contracts, if any, are recognized in the period they are
determined. When it is probable that the tofal contract costzs will exceed the fotal confract revenues, the
expected loss is recognized immediately. Costs and estimated earnings in excess of billing, if any, are
included in the current assets. However, billing in excess of costs incurred and estimated earnings, if any, ara
included in current liabilities,

2.21 Selling, marketing, general and administrative expanses

Selling, marketing, general and administralive expenszes include direct and indirest costs not specifically part
of production costs as required under generally accepted accounting principles. Allocations between selling,
marketing and general and administrative expenses and cost of revenues, when required, are made on a
consistent basis.

2.22 Research and development costs

Research and development costs are charged to the consolidated income statement in the period in which they
are incumed.

2.23 Operating leases

Rental expensas under operating leases are charged to the consolidated income statement over the pearnod of
the respective leaze.

2.24 Dividends

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

2.25 Reclassification

Foliowing reclassification has been made in the comparative 2011 interim consolidated financial statements to
conform with 2012 presentation:

(i) For proper presentation, medical samples amounting to SR 4.53 million for the year ended December 31,
2011 have been reclassified as part of cost of revenues from selling and markeling expenses,

(i) Also, for proper presentation, certain balances included in non-current liabilities and end of service
benefits at December 31, 2011 amounting to SR 5.89 milion and SR 1.3 million, respectively, wera
reclassified as part of accrued and other current liabilities.

Financial instruments and risk managemeant

The Group's activities expose it to a variety of financial risks: market risk {including currancy risk, fair value
and cash flows interest rate risks and price risk), credit rizk and liguidity risk. The Group's overall risk
management program focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on the Group's financial performance.

Risk management is carried out by senior management. The most imporant types of risks are summarized
below.

Financial instruments carried on the consolidated balance sheet include cash and cash equivalents, Murabaha
investments, accounts receivable, investments in unconsolidated subsidiaries and associates, murabaha and
tawarog facilities, notes payable and accounts payable. The particular recognition methods adopted are
disciosed in the individual policy statements associated with each item.

11
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Financial asset and liability is offset and net amounts reported in the consolidated financial statements, when
the Company has a legally enforceable right to set off the recognized amounts and intends either to settle on a
net basis, or to realize the asset and liability simultansousiy,

3.1 Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The Group's fransactions are prncipally in Saudi Rivals, US dollars, Turkish Lyra, Euro, UAE
Dirham, Jordanian Dinar and Sudanese Found.

The Group operates internationally and is exposed to foreign exchange risk arising from vanous currency
exposures. The Group also has investments in foreign subsidiaries and associales, whose nel assets are
exposed to currency translation risk. Currently, such exposures are mainly related to exchange rate
movements between Saudi Riyals against Sudanese Pound, Turkish Lyra, Jordanian Dinar and other. Such
exposures are recorded as a separate component of shareholders” equity in the sccompanying consclidated
financial statements.

3.2 Fair value and cash flows interest rate risks

Fair value and cash flow interest rate risks are the exposures to various risks associated with the efiect of
fluctuations in the prevailing interest rates on the Group's financial positions and cash flows. The Group's
interest rate risks arise mainly from its murabaha investments and murabaha and tawarog facilities which are
at floating rate of interest and are subject to repricing on a regular basis.

3.3 Price risk

The risk that the value of a financial instrument will fluctuate as a result of changes in market prices, whether
those changes are caused by factors specific to the Individual instrument or its issuer or factors affecting all
instruments traded in the market. The Group is currenily not exposed to price risk.

3.4 Credit risk

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the
ather parly to incur & financial loss, Cash is placed with banks with sound credit ratings. Accounts receivable
are carred net of provision for doubtful debts,

3.5 Liguidity risk

Liguidity rizsk iz the risk that an enterprise will encounter difficulty in raising funds to mesl commitments
associated with financial instruments. Liquidity risk may result from an inability to sell a financial assat guickly
at an amount close to its fair value, Liguidity risk is managed by monitoring on a regular basis that sufficient
funds are available through committed credit facilities to meet any fulure commitments.

3.6 Fairvalue

Fair value iz the amount for which an asset could be exchanged, or a liability setfled between knowledgeabls
willing parties in an arm's length transaction. As the Group's financial instruments are compiled under the
historical cost convention except for revaluation of derivatives financial at fair value, differences can arise
between the book values and fair value estimates. Management believes that the fair values of the Group's
financial assets and liabilities are not materially different from their carrying values,

Cash and cash equivalents

2012 2011

Cash at banks 151,278,174 116,052,038
Cash in hand 4,031,833 2,833,142
155,310,007 118,885,180
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(Al amounts in Saudi Rivals unless otherwise stated)

Accounts receivable, net

Accounts receivable - trade
Accrued revenue

Less: Provision for doubtful debts

Inventories, net

Raw and packing materials

Finished goods

‘Work in process

Goods in transit

Spare parts and consumables (not held for sale)

Less: Provision for obsolete and slow moving inventories

Prepayments and other current assets

Advances to suppliers

Frepaid expenses

Employees' receivables

Refundable deposits and insurance claims
Accrued murabaha income

Other

Investment in unconsolidated subsidiaries and associates

Unconsolidated subsidiaries:
Tabuk Poland Limited - Poland
Tabugen Francs - France

Tabuk Czech s.r.o - Czech Republic

Associates:
Mastra Agricultural Company - Egypt
Astra Agricultural Company Ltd. - Republic of Yemen

2012 2011
760,159,573 570,471,815
39,263,106 29,132,763
799,422 679 599,604,675
_(27,751,931) (20,430.823)
771,670,748 579,173,855
2012 2011
527,229,294 367,880,860
220,563,621 103,945,254
32,468,031 33,601,499
13,958,428 30,673,407
49,189,589 24,877 B55
843,408,973 570,077,875
{26,945,703) (17,796,982}
816,463,270 552,260,693
2012 2011
106,307,679 34,308 638
37,754,925 23,516,041
16,855,506 13,643,241
4,890,346 7,329,967
2,867,716 2,120,497
9,047,151 8,004,980
177,723,323 89,013,364

Ownership interest

Movernent of the Group's shara in unconsolidated subsidiaries and associates is as follows:

January 1

Additions

Disposals / transfars

Share in net income (loss), net
December 31

13

2012 2011
100% 100%
100% 100%
100% 100%
48% 49%
49% 49%
2012 2014
1,590,634 5,095,196
- 134,589
& {7,552,323)
405,567 {87.128)
1,896,201 1,580 534




ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2012
(Al amounts in Sawdi Riyals unless otherwise stated)

Related party transactions and balances
During the years 2012 and 2011, the Company and its subsidiaries transacted with various related parties.

Terms of thoge billings and charges are similar to commercial transactions with external parties. Following are
the details of the major transactions with related parfies during the years ended December 31:

2012 2011
Sales 18,223,627 14,170,552
Purchases 6,852,580 12,186,524
Finance commission 11,939,921 8,505,341
Dure from related paries comprises of the following as of December 31:
2012 2011
Al-Kendi Factory - Algeria 25,076,479 24 693,789
United Pharmaceutical Manufacturing Company 8,131,510 9,124 810
Astra Agricultural Company Ltd. - Republic of Yemen 5,466,005 3,344 566
Munir Sukhtian Group - Jordan 3,435,939 1,583,541
Sociate Tabuk Algeri (E.U.R.L) 1,670,410 1,570,410
Other 1,208,965 2,528,561
45,889,308 42 845 677
Due to related paries comprises of the following as of December 31:
2012 2011
Current:
Mour Communications Company 436,365 2,725,590
DOr. Bahaa Al Din Abdlhamid - 4. 316,740
Arab Supply and Trading Company - 1,455,113
Other 2,332,322 2,469,620
2,768,687 10,967,083
Non-current:
Al Maseera International Company 244,886,136 181,283,516
Mr. Ali Shamara 41,250,000 37,500,000
286,136,136 218,783,516

MNon-current amounts above represent long term loans from the minority shareholders in Al-Tanmiya Company
for Steel Manufacturing and Astra Energy Company (subsidiaries), o finance the construction of the steel
factory and a power station. These balances are not schedulad for repayment during next twelve month.
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ASTRA INDUSTRIAL GROUP COMPANY

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended December 31, 2012
(Al amounts in Saudi Riyals unless otherwise stated)

Goodwill

2012 2011
January 1 44,054 811 34 868, 562
Additions - 9,186,249
December 31 44,054,811 44 054 811
Intangible assets, net

2012 2011
Cost:
January 1 4,234 354 1,433,230
Additions BBT, 790 2801124
Dizposals __ {ssos10p e
Decemiber 31 3,951,634 4,234 354
Accumulated amortization:
January 1 1,157,199 521,512
Charge for the year . T14,378 635,687
December 31 1,871,575 1,157,189
MNet book value:
December 31 2,080,059 3,077,155

Murabaha and tawaroq facilities

The Group has bank facilities agreements in the form of murabaha, short-term tawarog and other loans with
local and foreign banks to finance the Group companias’ ongoing funding needs of which SR 1,016.52 million
was ufilized as of December 31, 2012 (2011: &R 520,66 million) for murabeha and tawaroq facilities. The
loans bear commission charges at prevailing market rates. These facilities are secured by corporate
guarantees. The faciliies agreements also contain covenants requiring maintenance of cartain financial ratios
and other matters. The carrying values of the murabaha and tawaroq facilities are denominated in Saudi
Riyals, except an amount of approximately SR 18.98 million which iz denominated in United States Dollars,

Motes payable

The Group was liable to various vendors for interest-free notes payable issued in the normal course of
business amounting to SR 17,582 644 (December 31, 2011: 5R 23,923,605).

Accrued and other current liabilities

22 2011

Accrued expenses 58,120,940 24,581,103
Employees' henefits 24,553,410 23,155,858
Employees' bonus and incentives 23,417,298 18,450,083
Sales commission 21,207,002 21,672,537
Professional fees 14,666,558 21,887,651
Operational costs 6,851,242 10,408,673
Advances from customers 5,629,744 9 1588 842
Contractor retentions 99,800 T.052 829
Financial instruments hedging (Mote 20) 84,240 &, 180,835
Liahilities to purchase assets - 5,994 700
Other 3,830,082 8,763,650

158,560,316 158,205,712

Provision for zakat and income tax
16.1 Components of zakat base

The Group's Saudi Arabian subsidiaries file separate zakat and income tax declarations on an unconsolidated
basis. The significant components of the zakat base of each company under zakat and income tax regulation

18



17

18)
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Motes to the consolidated financial statements for the year ended December 31, 2012
(Al amounts in Saudi Rivals unless otherwise stated)

are principally comprized of equity, provisions at the beginning of year and estimated taxable income, less
deductions for the net book value of property, plant and equipment, investments and certain other items.

16.2 Provislon for zakat and income tax

Mowvement for the year ended December 31, 2012: Zakat Tax  Total
January 1 29,309,459 5,981,479 35,290,938
Pravision for the year 23,783,913 7,383,441 M ATT.354
Payments _(24,002,454)  (11,933,325)  (35,835779)
December 31 29,090,818 1,441,595 30,532,513
Movement for the year ended December 31, 2011:  Zakat Tax Total
January 1 42 383 098 7,121,232 49,504,330
Provision for the year 12,934 427 4,684,078 17 618,505
Payments (26,008,086)  (5823,831) (31.831.887)
December 31 29 308,458 5,881,478 35,200,938

16.3 Status of final assessments

The Company and its subsidiaries fled zakatincome tax retums for the years through December 31, 2011,
The following are the final zakat and income tax assessments of the Company and its subsidiaries that have
been agreed with the DZIT as at December 31, 2012;

Final zakat/
income tax
assessments
Name of subsidiarylcompany up to
Astra Industrial Group Company 2004
Tabuk Pharmmaceutical Manufacturing Company 2002
ASTRA Polymer Compounding Company Limited 2002
International Building Systems Factory Company Limited 2002
Astra Industrial Complex Ltd, for Ferilizers and Agrochemicals 2005
Astra Mining Company Limited Mot yet issued
Al Bareg Pharmaceutical Manufacturing Factory Company Mot yet issued
End of service henefits
2012 2011
January 1 57,852,070 51,160,192
Provisions 10,945,800 13,516,960
Payments {4,602,313) (6,825,082)
December 31 64,196,557 57,852,070
Share capital

The share capital of the Company as at December 31 was comprised of 74 117 847 sharez stated at SR 10
per share owned as follows:

Shareholders Sharehalding
2012 2011
Saudi founding shareholders 56.89%  58.89%
Mon-Saudi founding shareholders MH% 1M1%
Public 30.00%  30.00%

100.00%  100.00%

17
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(A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2012
(Al amounts in Saudi Rivals unless otherwise stated)

19} Statutory reserve
In accordance with the Regulations for Companies in Saudi Arabia and the Company's By-laws, the Company
has established a statulory reserve by the appropriation of 103 of net income until the reserve equals at least
50% of the share capital. This reserve is not available for dividend distribution.

20) Derivative financial instruments

The fair value of derivative financial instruments (foreign exchange forward confract) together with the contract
amounts is as follows:

Motional MNegative fair
amount value
December 31, 2012 2,722,390 {84,240)
December 31, 2011 61,845,113 {6, 160,6358)
21) Selling and marketing expenses
2012 2011
Employees' salares, bonus and other benefits 119,660,171 114 267 452
Marketing, advertising and promotions 57,042,014 47 484,006
Distribution charges 12,627,045 17,348,028
Travel and transporiation 9,506,282 6,707,733
Provision for doubtful debts 8,232,169 5,478,337
Rent 6,477 6TS 5,660,400
Expired and damaged inventory 3,126,268 3,026 256
Registration 2,514,774 8,186,135
Depreciation 2,835,193 3,076,498
Utilities 1,723,134 1,944 029
Other 12 888,142 11,623 668
236,632,868 224,711,581
22) General and administrative expenses
2012 2011
Employeas' salaries, honus and other benefits 100,400,540 80,419,064
Professional fees 29,432 948 10,448 683
Travel and transportation 18,053,406 8,042,072
Rent 6,642,400 3,512,818
Depreciation 6,289,833 6,278,127
Utilities 4,490,911 2,007,701
Maintenance 2,956,243 2,261,586
Communications and office expenses 2,231,596 1,590,497
Amortization aTs TN 313,583
Other 14,828,903 8,096,208
185,702,491 123,971,249
23) Other income, net
________ 2012 2011
Toll manufacturing fee 28,940,554 33,478,413
Income on Murabaha investments 11,865,816 16,335,666
Investment income 5,343 241 -
Foyally income 3,217,811 2,297 055
Sale of scrapad items 1,838,477 2,348,766
Foreign exchange (loss) gain (8,436,954) 2,685,212
Cther, net 6,235,263 5283729
49,105,208 61,428,855
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MNotes to the consolidated financial statements for the year ended December 31, 2012
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Earnings per share

Earnings per share for the years ended December 31, 2012 and 2011 have been computed by dividing the
income from main operations and net income for each year by weighted average number of shares
outztanding during such years.

Segment information

The Group operates principally in the following major business segments;

{iy Pharmaceuticals;

(i) Specialty Chemicals,

(iiy Steel Industries; and

(W) Holding Company and other

Selected financial information as at December 31, 2092 and 2011 and for the years then ended summarized
by the above business segments was as follows:

Power and Holding
Specialty Steel Company
2012 Pharmaceuticals Chemicals Industries and other Total
Sales and projects
reveange;
- Local 438,483,133 370,954,354 231,925,858 - 1,041,363 345
- Export 217,461,935 175,879,653 61,624,322 - 454,965,910
- Total 656,945,068 546,834,007 293,550,180 - 1.496,329,255
Gross profit 407 318177 147,621,270 52,986,534 - 617,925 981
Income (loss) from main
operations 149,500,068 67,953,018 (8,358,834) (23.873171) 185,221,081
Income (loss) from
continuing operations
before minority interest 172,147,061 60,465,598 (8,0562,036) (10,923,064) 213,637,559
Depreciation 14,841,388 13,279,298 6,799,877 4,914,809 39,835,373
Amortization 75,711 338,665 - - 714,376
Froperty, plant and
equipment, nat 180,991,036 156,130,008 BO05,013,893 17,778,185 1,158,813,122
Capital expenditures 41,435,956 77,139,332 47,434,314 18,066,595 184,076,197
Power and Holding
Specialty Steel Company
2011 Pharmaceuticals Chemicals Industries and other Total
Sales and projects
revenue:
~ Local 350,076,156 359,454 184 295,540,729 - 1,005,071,069
- BExport 154,867,435 160,774 465 21,275,575 - 3767 479
- Total 544,943,505 520,226,649 316,816,304 - 1,381,988 548
Gross profit 327,085,303 161,122 270 61,573,206 - 549 780 958
Income (loss) from main
operations 97,973,321 91,055,787 16,061,355 (18,308,502) 186,781,981
Income (loss) from
continuing operations
before minarity interest 133,837 262 79,414 583 18,831,066 (212 B43) 231,870,065
Cepreciation 10,287 744 9,690 829 6,726,083 1,082,352 27,806,008
Amortization 313,583 322,104 - - 635,687
Property, plant and
equipment, net 166,792,958 123,301,476 765,502 863 16,722,287 1,072,319,694
Capital expenditures 65,124 023 S BEE 914 949,527 161 0,542 794 269,163,802
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Motes to the consolidated financial statements for the year ended December 31, 2012
(Al amounts in Saudi Rivals unless othenwise stated)

The Group's operations are conducled principally in Saud] Arabia, in addition to rag and other counfrias,
Selected financial information as of December 31 and for the years then ended summarized by geographic
areg, was a3 follows;

2012 Saudi Arabia Iraq__ Other countries Total
Froperty, plant and equipment 385,820,303 718,194,196 55,858,623 1,159,813,122
2011

Froperty, plant and equipment 321,803,492 508,282 869 52,233,333 1,072,318,694

Mare than 70% of the Group's export sales are in the Middle East and Morth African (MEMA) region.

Property, plant and equipment in Irag is owned by the Group through its two subsidiaries, Al Inma'a Company
and Astra Energy LLC., in which it holds 51% and 78% interest.

Dividends

The General Assembly of the shareholders approved in its meeting held on 7 Rajab 1433H (correspanding to
May 28, 2012) the Company's Board of Directors' recommendation to distibute cash dividends amounting to
SR 129,705,882 for the year ended December 31, 2011 being SR 1.75 for each outstanding share.
Contingencies and commitments

At December 31, 2012, the Group had contingent liabilities arising in the normal course of business, in respeact
of letters of guarantee, amounting to SR 115,559,342 (2011: SR 145,723,440 and letlers of credit amounting
to SR 64,030,485 (2011: SR 100,531,037,

The Group in the normal course of buginess has entered into arrangements with suppliers for the purchase of

machines and equipment and other services, The capilal commilments at December 31, 2012 are amounting
to SR 52.46 million (2011: SR 53.1 millipn).
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