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ALUJAIN CORPORATION
(A Saudi Joint Stock Company)

BOARD OF DIRECTORS’ REPORT FOR THE YEAR 2008

The Board of Directors has pleasure in presenting its annual report together with the audited
financial statements for the year ended December 31, 2008.

The main objectives of Alujain Corporation are to identify, promote, develop and invest in
petrochemical, energy, metal and mineral related projects/industries. Pursuant to these
objectives the Company acquired majority (57.4%) equity ownership in the National
Petrochemical Industrial Company (NATPET), the company that operates the Propylene &
Polypropylene Complex (PP Complex) in Yanbu Industrial City. During December 2008, the
Company entered into a number of agreements with partners in Arab Pesticide Industries
Company (Mobeed) for the purchase of additional shares, thus increasing Alujain’s ownership
of Mobeed from 25% to 93.08%. Alujain will pursue the remaining shareholders for acquiring
their shareholdings. Once all formalities have been completed Alujain intends to bring in an
experienced partner to run and operate Mobeed.

Alujain also continues to explore, identify, evaluate and develop new opportunities/projects, if
viable and within the objectives of the Company.

In compliance with the standards issued by the Saudi Organization of Certified Public
Accountants (SOCPA), the 2008 financial statements of Alujain are consolidated with
NATPET as subsidiary.

I. FINANCIAL HIGHLIGHTS

A. Five-Years Profit and (Loss) Summary

Year ended December 31

Consolidated
2004

(SR ‘000)
2005

(SR ‘000)
2006

(SR ‘000)
2007

(SR ‘000)
2008

(SR ‘000)

Revenue 5,966 13,615 15,965 22,560 6,573

Provision for investments (47,344) (3,336) (5,033) (2,084) (5,822)
Loss on impairment in value of
investments - - - - (9,945)

Changes in fair value of
derivatives - - - (8,145) (21,726)

Administration & other expenses (7,562) (3,913) (7,022) (59,400) (61,863)

Costs and Expenses (54,906) (7,249) (12,055) (69,629) (99,356)

Profit (Loss) before Zakat (48,940) 6,366 3,910 (47,069) (92,783)

Zakat 0 (3,068) (3,560) (14,416) (5,003)

Profit (Loss) Before Minority
Interest (48,940) 3,298 350 (61,485) (97,786)

Minority Interest* 0 0 0 22,039 32,684

Net Profit (Loss) (48,940) 3,298 350 (39,446) (65,102)

* Minority interest represents 42.6% share of other shareholders in NATPET.
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Five-Years Profit and Loss Chart
(Consolidated data for 2007 and 2008)
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B. Comparative Operating Results (2 years):

The SR6.6 million revenue in 2008 comprised solely of Alujain’s income. The
2007 revenue was SR22.6 million, of which, SR8.8 million was for Alujain &
SR13.7 million was for the subsidiary company.

The consolidated 2008 expenses of SR99.4 million include non-cash charges of
SR5.8 million provision for investments, SR9.9 million loss on impairment in
value of available-for-sale securities and SR21.7 million of loss in value of
derivatives. The consolidated 2007 expenses of SR69.6 million include non-cash
charges of SR8.1 million for loss in value of derivatives.

The consolidated net loss before Zakat in 2008 is SR92.8 million as compared to
the 2007 pre-Zakat loss of SR47.1 million. The consolidated loss during 2008, net
of minority interest, is SR65.1 million compared to consolidated loss during 2007
of SR39.4 million.
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Two years comparative operating results
(Consolidated figures)

Year ended on December 31

2008 2007 Net Changes

(SR ‘000) (SR ‘000) (SR ‘000)

Revenue:

Income from Murabaha Funds 1,848 1,792 56

Commission and dividend income 2,876 19,571 (16,695)

Other 1,849 1,197 652

Total income 6,573 22,560 (15,987)

Expenses:

Provision for investments (5,822) (2,084) (3,738)

Loss on impairment in value of investments (9,945) - (9,945)

General and administrative expenses (61,863) (59,400) (2,463)

Change in fair value (21,726) (8,145) (13,581)

Total expenses (99,356) (69,629) (29,727)

Profit (Loss) before Zakat (92,783) (47,069) (45,714)

Zakat (5,003) (14,416) 9,413

Profit (Loss) before Minority Interest (97,786) (61,485) (36,301)

Minority Interest * 32,684 22,039 10,645

Net Profit (Loss) (65,102) (39,446) (25,656)

* Minority interest represents 42.6% share of other shareholders in NATPET.

a. Consolidated Shareholders’ Equity figures are net of subsidiary’s unrealized losses in fair value of
derivatives as follows: SR29.0 million at 31-Dec-2007 and SR85.6 million at 31-Dec-2008.

b. Minority interest represents 42.6% share of other shareholders in NATPET.

C. Summary of Financial Position
(2007 and 2008 are consolidated figures)

As at December 31

2004
(SR ‘000)

2005
(SR ‘000)

2006
(SR ‘000)

2007
(SR ‘000)

2008
(SR ‘000)

ASSETS

Current assets 572,888 117,182 64,728 310,095 340,798
Non-current assets 129,968 584,944 648,697 2,436,889 2,887,918

Total Assets 702,856 702,126 713,425 2,746,984 3,228,716

LIABILITIES AND SHAREHOLDERS' EQUITY

Current liabilities 9,061 9,498 8,874 139,821 300,490
Non-current liabilities 1,501 1,780 2,057 1,609,355 2,140,180
Total Liabilities 10,562 11,278 10,931 1,749,176 2,440,670
Shareholders' Equity a 692,294 690,848 702,494 650,510 515,423
Minority interest b 0 0 0 347,298 272,623
Total Liabilities and Shareholders'
Equity 702,856 702,126 713,425 2,746,984 3,228,716
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(Amounts in SR ‘000)
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II. MAJOR EVENTS IN 2008

a) Construction of NATPET Propylene & Polypropylene Complex in Yanbu
Industrial City was completed. Start-up took place in November 2008. The plant
encountered some technical problems that are being addressed.

b) During December 2008, the Company entered into a number of agreements with
partners in Arab Pesticide Industries Company (Mobeed) for the purchase of
additional shares, thus increasing Alujain’s ownership of Mobeed from 25% to
93.08%. The Company paid SR 12.1 million as consideration for the additional
shares. Other shareholders are coming forth for the selling of their shares to
Alujain. Once the deals are finalized, legal formalities in respect of the amended
Articles of Association and Commercial Registration will be initiated.

c) At the beginning of the year, Director Abdullah Y. AlMouallimi resigned due to his
appointment as ambassador of Kingdom of Saudi Arabia to Belgium. Eng. Khalid
Zagzoog was appointed in his place.

d) Director Mansour Abdul-Ghaffar passed away in October 2008.

III. ZAKAT AND OTHER AMOUNTS PAID TO THE GOVERNMENT

On a standalone basis, Alujain has made a total provision of SR1,567,535 for Zakat
expenses during the year 2008.
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The DZIT had finalized Alujain’s Zakat assessment for the years 1994 through 2002 and
the Company paid its assessed liability. The Company has filed the final Zakat returns
and has obtained from the DZIT restricted Zakat certificates for 2003, 2004, 2005, 2006
and 2007. The DZIT is in the process of reviewing these returns. Until now there are no
questions/concerns received from the DZIT.

Following is a summary of amounts paid to the Government:

2008 2007

(SR ‘000) (SR ‘000)

Zakat 3,781 8,051

General Organization for Social Insurance 119 96

Registration, visas and other expenses 815 22

Total amounts paid to the Government 4,715 8,169

IV. SUBSIDIARY COMPANY

National Petrochemical Industrial Company (NATPET):

NATPET is a closed joint stock company incorporated in the Kingdom of Saudi Arabia
with its head office in Jeddah and PP Complex in Yanbu Industrial City. The authorized
and paid up capital comprised of 91,750,000 shares of SR10 per share as at
31 December 2008.

Alujain currently holds 57.4% (or SR526 million) of the total equity of NATPET, the
company that is responsible for monitoring the construction, start-up and operation of
the PP Complex in Yanbu Industrial City.

NATPET signed loan agreements with local banks, PIF and SIDF in order to finance the
construction of its project. The loan balance as at 31 December is comprised of the
following:

2008

(SR ‘000)

2007

(SR ‘000)

Long-term portion:

Commercial Banks’ Syndication 1,110,013 1,171,202

Public Investment Fund loan 468,750 -

SIDF Loan 360,000 360,000

Others 21,646 18,750

Total long-term loans 1,960,408 1,549,952

Add: Current portion of Commercial

Banks’ Syndication loan 122,831 61,642

Total loans 2,083,239 1,611,594
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The SIDF loan is secured by a mortgage over the fixed assets of the project and
corporate guarantees from its shareholders. Alujain’s guarantee is 57.04% of the total
loan.

The Commercial Banks’ syndication term loans are secured by a second charge on
NATPET’s assets.

V. ASSOCIATE COMPANY

Arab Pesticide Industries Company (MOBEED):

Mobeed is a limited liability company incorporated in the Kingdom of Saudi Arabia
with its head office in Jeddah and plant in Jubail Industrial City. It is engaged in the
formulation, filling, packing, marketing and distribution of a wide range of
Agrochemical, Public and Animal Health Pesticides and Aerosol Products. Mobeed
factory is built to the highest technical and environmental standards and consists of
Emulsion Concentrate and Suspension Concentrate formulation units, a Filling Line and
a state-of-the-art Aerosol Line, and associated facilities.

During December 2008, Alujain entered into a number of agreements with partners in
Mobeed for the purchase of their shares, thus increasing Alujain’s ownership of Mobeed
from 25% to 93.08%. The Company paid SR 12.1 million as consideration for the
additional shares. Alujain continues to pursue other Shareholders to buy their shares.
Once the deals are finalized, legal formalities in respect of the amended Articles of
Association and Commercial Registration will be initiated with the concerned
authorities.

VI. BOARD OF DIRECTORS

A. Constitution of the Board of Directors:

The Board of Directors currently consists of eight directors as follows:

Names Executive Non-executive Independent

Khalid A.Y. Zainal Alireza 

Abdulla Ali Kanoo  

Abdallah Sadiq Dahlan  

Omar Hashim Khalifati  

Adnan Kamel Salah  

Mohammad Ali Al-Naki  

Abdulaziz M.A. Yamani  

Khalid Ibrahim A. Zagzoog  
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B. Meetings:

During the Year 2008 the Board of Directors held 2 meetings as follows:

Meeting Date Directors in Attendance

In Person By Proxy

# 62) 19-01-2008 Khalid A.Y. Zainal Alireza
Adnan Kamel Salah
Abdallah Sadiq Dahlan
Mohammad Ali Al-Naki
Omar Hashim Khalifati
Abdullah Y. AlMouallimi

Abdullah A. Kanoo
Mansour Abdul-Ghaffar

Appointed ambassador
# 63) 10-11-2008 Khalid A.Y. Zainal Alireza

Khalid Ibrahim A. Zagzoog
Omar Hashim Khalifati
Adnan Kamel Salah

Abdullah A. Kanoo

C. Directorships in other Joint Stock Companies (only listed and traded):

Director Company

Khalid A.Y. Zainal Alireza Saudi Cable Company

Abdulla Ali Kanoo –

Abdallah Sadiq Dahlan - Saudi Electricity Company

- Saudi Industrial Services Co. (SISCO)

Omar Hashim Khalifati Al Ahli Takaful Company

Adnan Kamel Salah –

Mohammad Ali Al-Naki –

Abdulaziz M.A. Yamani Aseer Company for Trading, Tourism, Industry,
Agriculture & Contracting

Khalid Ibrahim A. Zagzoog -

D. Board Committees:

Audit Committee:

i) Mandate:

The main objectives of the committee include ensuring the adequacy and
soundness of the internal control structure, financial accounting and reporting
policies and procedures as well as ensuring effectiveness of the external audit
function. It also reviews the Company’s financial statements.
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ii) Audit Committee Members:

Members Non-executive Shareholder Position

Omar Hashim Khalifati   Chairman

Abdallah Sadiq Dahlan   Member

Ali Abdullah Kanoo  Member

Asad Hameed  Member

iii)Meetings:

The committee held three meetings during 2008 as follows:

No. & Meeting Date Name

# 32) 19-01-2008 Omar Hashim Khalifati
Abdallah Sadiq Dahlan
Ali Abdullah Kanoo
Asad Hameed

# 33) 15-04-2008 Omar Hashim Khalifati
Ali Abdullah Kanoo
Asad Hameed

# 34) 25-10-2008 Omar Hashim Khalifati
Ali Abdullah Kanoo
Asad Hameed

E. Movement in Shares Owned By Directors and Their Immediate Family
Members

Ownership Details of Directors

Name

No. of
shares
start of

year

Ownership
%

start of
year

Net
change
during

year

%
change
during
year

No. of
shares
end of
year

Ownership
%

end of
year

Khalid A.Y. Zainal Alireza * 6,035 0.009% 25,000 0.036% 31,035 0.045%

Abdulla Ali Kanoo * 1,000 0.001% 10,000 0.014% 11,000 0.016%

Abdallah Sadiq Dahlan * 1,000 0.001% - 0.000% 1,000 0.001%

Omar Hashim Khalifati * 22,060 0.032% - 0.000% 22,060 0.032%

Adnan Kamel Salah * 2,000 0.003% - 0.000% 2,000 0.003%

Mohammad Ali Al-Naki * 1,000 0.001% - 0.000% 1,000 0.001%

Abdulaziz M. A. Yamani * 1,000 0.001% - 0.000% 1,000 0.001%

Khalid Ibrahim A. Zagzoog * 24,305 0.035% -21,805 -0.032% 2,500 0.004%

* Includes 1,000 shares as membership guarantee.
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VII. REMUNERATION OF CHAIRMAN, BOARD OF DIRECTORS, AND TOP
EXECUTIVES

Board Members Senior
executives who

received the
highest

remuneration
(3 persons)

Executive
(1 person)

Non-executive/
Independent

members
(8 persons)

Salaries and compensation 300,000 - 1,035,840

Allowances 6,000 21,000 363,000

Periodic and annual bonuses - - -

Incentive plans - - -

Other Compensations - - 387,812

Total 306,000 21,000 1,786,652

REMUNERATION OF AUDIT COMMITTEE

Position Meeting Fees

Chairman 9,000

Members 14,000

Total 23,000

VIII. TRANSACTIONS WITH RELATED PARTIES

A portion of the Company’s general and administrative expenses, shared services
including project-related costs are charged by affiliates by way of sharing the cost of
some common services. Prices and terms of payment are approved by management.

IX. PROFIT DISTRIBUTION POLICY

The annual net profits achieved – after deducting all general expenses & other costs –
shall be distributed as follows:

10% of the net profits shall be set aside to form a statutory reserve, and the ordinary
general assembly may stop such a procedure when the said reserve amounts to half of
the Company capital.

From the balance, a first payment not less than 5% of the paid capital, shall be
distributed as dividends to the shareholders.
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A percent of not more than 10% of the net profits shall be allocated, after that, as a
remuneration for the members of the board of directors, provided, however, that the
member remuneration shall not exceed the amount determined by the instructions issued
by the Ministry of Commerce to this effect.

Then, the balance shall be distributed among the shareholders as an additional share of
the profits, or it may be carried forward to the following years, in the way agreed upon
by the general assembly.

The dividends to be distributed among shareholders shall be paid in the place and at the
time determined by the board of directors, taking into consideration the instructions
issued by the Ministry of Commerce in this regards.

X. POTENTIAL BUSINESS RISKS

The Company and its subsidiary are subject to the risk of global economic downturn
which will likely impact demand for petrochemical products, declining availability of
credit facilities and the risk of changes in the rate of financial charges on its financial
assets and liabilities, including bank deposits, bank facilities and term loans.

Alujain’s major investment is NATPET and therefore, any risks faced by NATPET will
impact Alujain’s financial results.

XI. CORPORATE GOVERNANCE

The Company is following all the provision of Corporate Governance regulations except
as detailed below:
1. The Company does not have a written policy, narrating clear procedures as to how a

shareholder can introduce an agenda item in General Assembly’s agenda. However,
the Company gives all shareholders the rights provided for in the Companies’ Law
and the Articles of Association.

2. The Company does not have a Remuneration Committee and may not need it due to
its limited workforce setup, the total executive and nonexecutive manpower
working for Alujain Corporation is only thirteen (13), including the Chairman.

3. The Company has no written comprehensive risk management policy. However, the
risk management strategy is continuously being discussed in Board and Audit
Committee meetings.

4. The Company does not have written policy to regulate conflict of interest and
remedy any possible cases of conflict of interest. However, any Board Member or
Senior Manager does not participate in any voting or decision making where he has
any conflict of interest. This aspect is managed according to the provisions of the
Companies’ Law and Articles of Association.

5. The corporate regulations prohibit the company to conjoin the position of Chairman
of the board of directors with any other executive position, such as CEO or
Managing Director or the General Manager. However the Companies’ law and
Articles of Association allow the combination of two senior positions.
Application of this requirement needs amendment to the Articles of Association
through an Extraordinary Shareholders meeting. The current Board term expires on
31/12/2011.
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6. The accumulative voting procedure requires amendment to the Articles of
Association through an Extraordinary Shareholders meeting. The Companies’ Law
and the Articles of Association were applied in election of the Board for the current
term expiring on 31/12/2011.

XII. BOARD DECLARATIONS

1. The Company’s financial statements were prepared in accordance with the
accounting principles generally accepted in the Kingdom of Saudi Arabia and such
accounting principles are applied on consistent basis.

2. The Company maintains proper books of accounts.

3. The external auditor has given an unqualified opinion on the financial statements.

4. During the last fiscal year the Company did not have operational activities therefore
no turnover related disclosures are made in this report.

5. The Company’s Internal Control has been developed on sound basis and is
effectively being carried out. The Company has an adequate internal auditing
committee and internal audit function which ensure that satisfactory internal
controls are in place.

6. There were no penalties or preventive restrictions imposed on the Company during
last fiscal year.

7. There is absolutely no trace of doubt that the Company is a going concern.

8. The Company has not issued any debt or financial instruments such as stock options
or stock rights that may be converted into shares.

9. There were no contracts awarded to any related parties during the year.

10. There were no outstanding loans during the year, except the loans taken by the
subsidiary, as mentioned in section IV of this report; however no loans were repaid
during the period.

11. There were no loans given to any of its directors.

12. The Company has not made any deals relating to its own stocks.

13. No waiver of compensation has been received from any member of the Board.

14. There were no share dealings entered by the Company with any of its directors or
immediate members of their families.

15. No waiver of rights has been received from any shareholder.

16. The Company has not made any investments or created reserves for its employees,
except for, as is required by Saudi Labor Law and company policies.

XIII. BOARD OF DIRECTORS’ RECOMMENDATIONS TO THE SHAREHOLDERS

1. Approval of the Board of Directors’ Report for 2008.

2. Approval of the 2008 year-end financial statements and external auditors’ report.

3. Approval of the appointment of external auditors for year 2009 from amongst the
firms nominated by the Audit Committee.
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4. Absolving the Board of Directors of their responsibilities for the financial year
2008.

5. Approval of appointment of Eng. Khalid Abdul-Razzak Al-Nafisee to succeed
director late Mansour Abdul-Ghaffar for the remainder of the board term that started
on 01.01.2009 for 3 years.

The Board of Directors wishes to express its appreciation and gratitude to the Custodian of the
two Holy Mosques, King Abdullah Bin Abdul Aziz Al Saud, HRH Crown Prince Sultan Bin
Abdul Aziz Al Saud, Deputy Premier & Minister of Defense & Aviation and Inspector
General, and the Government, for their continued support.

The Board would also like to thank the shareholders for their support and the management and
staff of Alujain for their efforts which helped to make 2008 a successful year.

BOARD OF DIRECTORS


















































