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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 aso 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 financia statements of Alujain are consolidated with
NATPET as subsidiary.

l. FINANCIAL HIGHLIGHTS

A. Five-Years Profit and (Loss) Summary

Y ear ended December 31

Consolidated
2004 2005 2006 2007 2008
(SR ‘000) (SR ‘000) (SR ‘000) (SR ‘000) (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)
Changesin 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 shareholdersin NATPET.



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 vaue of
derivatives. The consolidated 2007 expenses of SR69.6 million include non-cash
charges of SR8.1 million for lossin 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.



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)
Changein 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 (L0ss) (65,102) (39,446) (25,656)
* Minority interest represents 42.6% share of other shareholdersin NATPET.
C. Summary of Financial Position
(2007 and 2008 are consolidated figures)
Asat December 31
2004 2005 2006 2007 2008
(SR‘000) (SR‘000) (SR‘000) (SR‘000) (SR ‘000)
ASSETS
Current assets 572,888 117,182 64,728 310,095 340,798
Non-current assets 129,968 584,944 648,697 2,436,880 2,887,918
Total Assets 702,856 702,126 713,425 2,746,984 3,228,716
LIABILITIESAND 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 692,294 690,848 702,494 650,510 515,423
Minority interest” 0 0 0 347,298 272,623
Total Liabilities and Sharehol ders
Equity 702,856 702,126 713,425 2,746,984 3,228,716

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 shareholdersin NATPET.
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MAJOR EVENTSIN 2008

a)

b)

d)

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.

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 beinitiated.

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

Director Mansour Abdul-Ghaffar passed away in October 2008.

ZAKAT AND OTHER AMOUNTSPAID TO THE GOVERNMENT

On a standalone basis, Alujain has made a total provision of SR1,567,535 for Zakat
expenses during the year 2008.



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 isin the process of reviewing these returns. Until now there are no
guestions/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

SUBSIDIARY COMPANY

National Petrochemical Industrial Company (NATPET):

NATPET is aclosed 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 capita 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 Industria 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 2007
(SR *000) (SR *000)
Long-term portion:
Commercia 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
Tota 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




VI.

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
[oan.

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

ASSOCIATE COMPANY
Arab Pesticide Industries Company (M OBEED):

Mobeed is a limited liability company incorporated in the Kingdom of Saudi Arabia
with its head office in Jeddah and plant in Jubail Industria 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.

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. Zaina Alireza v

Abdulla Ali Kanoo
Abdallah Sadiq Dahlan
Omar Hashim Khalifati
Adnan Kamel Salah
Mohammad Ali Al-Naki
Abdulaziz M.A. Y amani
Khalid Ibrahim A. Zagzoog

NN ENENENE VRN
NN ENENEN RV




B. Mestings:

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

Meeting Date Directorsin Attendance
In Person By Proxy
#62) 19-01-2008 Khalid A.Y. Zainal Alireza Abdullah A. Kanoo
Adnan Kamel Salah Mansour Abdul-Ghaffar

Abdallah Sadiq Dahlan
Mohammad Ali Al-Naki
Omar Hashim Khalifati
Abdullah Y. AIMouallimi Appointed ambassador
#63) 10-11-2008 Khalid A.Y. Zainal Alireza Abdullah A. Kanoo
Khalid Ibrahim A. Zagzoog
Omar Hashim Khalifati
Adnan Kamel Salah

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

Director Company
Khalid A.Y. Zaina 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. Y amani Aseer Company for Trading, Tourism, Industry,
Agriculture & Contracting

Khalid Ibrahim A. Zagzoog -

D. Board Committees:
Audit Committee:
1) 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.



i) Audit Committee Members:

Members Non-executive Shar eholder Position

Omar Hashim Khalifati v v Chairman

Abdallah Sadiq Dahlan v v Member

Ali Abdullah Kanoo v Member

Asad Hameed v 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 Directorsand Their Immediate Family

Members
Owner ship Details of Directors
No. of Owner ship Net % No. of Owner ship
Name shares % char_wge char_wge shares %
start of start of during during end of end of
year year year year year year
Khalid A.Y. Zaina 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%
AbdulazizM. 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.




VII.

REMUNERATION OF CHAIRMAN, BOARD OF DIRECTORS, AND TOP

EXECUTIVES
Board Members Senior
Executive Non-executive/ | executives who
(1 person) Independent received the
members highest
(8 persons) remuneration
(3 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 M eeting Fees
Chairman 9,000
Members 14,000

Total 23,000

VIII. TRANSACTIONSWITH RELATED PARTIES

A portion of the Company’s genera 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.

The annual net profits achieved — after deducting all general expenses & other costs —

PROFIT DISTRIBUTION POLICY

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.




XI.

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.

POTENTIAL BUSINESSRISKS

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 mgjor investment is NATPET and therefore, any risks faced by NATPET will
impact Alujain’sfinancial results.

CORPORATE GOVERNANCE

The Company isfollowing al 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 agendaitem 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 alow 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.

XIl. BOARD DECLARATIONS

1

10.

11.
12.
13.
14.

15.
16.

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.

The Company maintains proper books of accounts.
The external auditor has given an unqualified opinion on the financial statements.

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

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 arein place.

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

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

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

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

There were no outstanding loans during the year, except the loans taken by the
subsidiary, as mentioned in section 1V of this report; however no loans were repaid
during the period.

There were no loans given to any of its directors.
The Company has not made any deals relating to its own stocks.
No waiver of compensation has been received from any member of the Board.

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

No waiver of rights has been received from any shareholder.

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

X111. BOARD OF DIRECTORS RECOMMENDATIONSTO THE SHAREHOLDERS

Approva of the Board of Directors Report for 2008.
Approval of the 2008 year-end financial statements and external auditors’ report.

Approva 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 financia year
2008.

5. Approva 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 Mosgues, 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
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(A SAUDI JOINT STOCK COMPANY)
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AUDITORS® REPORT TO THE SHARLHOLDERS OF
ALUFAIN CORPORATION

Scope of audit:
We bave awdited the accompanying consclidated balance shest of ALYUJAIN

CORPORATION (a Saudi Joint Steck Company} and its subsidiary as at 31 December
20008 and the wlated consolidated statements of income, cash flows and vhanges in
shateholders’ equity for the year then ended, and the notes from 1 to 23 which are an
micgral port of these consolidated financial statements. These financial statements are
the respopsibility of the Company’s management and have been propared by them in
aceordance with the provisions of Arlicle {123} of the Regulations for Compames and
submitted te ws together with ail the information and vxplanations which are required.
Cnar responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in aceordance with anditing standards penerafly avcepted
in the Kingdom of Saudi Arabia. These standards requirc that we pian and perform the
audit to abtain reasonable assurance about whether the flanciai statements ore froo of
matertal misstatement. An audit includes examining, on a2 test basis. cwdence
supporting Lhe amounts aond disclosures in the financia] statements. An sudil zlso
in¢ludes assessing the aceounting principles used and significant estimatcs made by
managemenl, as well as evaluating the overall [inancial statement presendation. W
believe that our audit provides a ressonabie degree of assntance to enable us Lo CXQITESS
an vpinion on the consolidated financial statements.

Ungualified opindon:

In cur opinion, the congolidated finaneial statements taken as a whols:

L Presemt fuirly, in all material respects. the financisl position of Alujain
Corparation and its subsidinry as at 31 December 2008 and the results of their
operations and their cash flows for the yesr then ended in accordance with
eecounting standards generally accepted 1n the Kingdem of Saudi Arabia.

2. Comply with the requirements of the Repulations for Companies and the
Compaay's by-laws in s¢ far ax they affect the preparation and procsentation of tho
fnancial stalements.

18 February 2009
Jeddah, Kingdom of 8audi Arahia

Alu'anr o dkrvan 27T Su'mk Fersh Lon Ak s ip g kbl 230
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A.i'ujain Corporation (a Saudi Joint Stock Company}

CONSOLIATED BALANCE SHEET
As af 31 Decermber 2008

ASBETS

CURRENT ASSLETS

Bunlk balancss and cash

Shogt-termn investimants w urabiha Fonds
Secumily depoaits

Addvances to suppliers

Aecounts receivable and prepeyments
Amuunta due from affiliates

Inwventories

TOTAL CURRENT ASSETS

NON-CUERENT ASSETS

Bacuniy deposils

Towestments, net

Projects nnder stady, nat

Wark in progrezs

Pre-operating expenzes

Defemed fnoncial churiey, net
Property and equipmant, net

TOTAL NDN-CURRENT ASSETS

TOTAL ASSETS

LIAGBILITIER AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES

Ammznts diee to affilizres

Accounts pagable, acerunly und olher ebalitics
Short-term toans

Current portion of 1ong-term Touns

Fulenl prosnuian

TOTAL CURRENT LIABILITIES

KON-CTTRRENT LIABITITIES
Lang-term laana

Cther long-tema liabilities

End ol service benefils

TOTAL NON-CURRENT LIABILITIES

TUTAL LIABILTUIES

SAAREHOLDERS EQUITY

Authariz=d capitel and fully paid (60,200,000 harea
of SR 10 per share)

Slatutesy reserve

Apcumuloted loszes

Cusnulative changes in toe veloes

TOTAL SHARKH( DERR' EQUITY OT THE PARENT

COMFPANY
Minorgy intereut
TOTAL SHAREHOLDERS® EQUITY

TOTAL LTABILITIES AND SHARETIOLDERS' EOUITY

Nofe

3

21
G
7

B3
Q&3

13

19

4
11
12
13

14

13
13

18
17

2008 2007
SR SR
113,359,681 200,955,706

36,984,655 25,401,221

45,824,383 -

73, 785,794 -
#,446,101 0,933,508
2,310,434 0,848 065

116,077,524 £3.955 R6R
340,797,577 311095418

20,198 400 AT 100,623

31,280,127 38,059,188
1,415,224 770,610

2,758,180,763 2271264132
43,729,504 43,729 504
23,297,044 26,443,345

___ D.S0B.2Y3 49,431 268
ABETSIRISS L4360 BER.6TD
S2IRTIS0X) 746,084 088
5,639,534 10,340,059
122,DE8.91R 59,536,504

CLRTCEHTLT] -

122,831,228 61,642,21F
0030278 _ B.I01.974
30,480,958 139,820,748

1,960,908,210  1,549,052.007
174,258,296 55,933,719
5,513,144 1,660,075
21401798550  _1,609.354801
2,440.669.808 1 740,175,540
692,000,000 692,00 000
17,316,057 17,316,057
(107,063,336) (41,961,162}
{86.920,845) (16,844,743}
515,422,876 650,510, 152
272,633,248 347,298.387
TER 046,124 007,608,530
2,228 715,935 146 534, (E

The awached notes 110 24 form part of these consolidated financial statemenis.




Aiﬁj ain Corporation (a Saudi Juini Stock Company)

CONSOLIDATED S TATEMONT OF [NCOME
Yoar Ended 31 Deceniber 2008

MNare
Income from bank depasits and dividends 18
Fevenue from investiments in Musababa Fonds
fealized pain omoinvestments
Wnite bavk of provisien for work in progress
{3ain on sale of property and equipment
Other income
Provsion for imvasimenls and projects under study a7
Ienpuirment toze on value of investmcnts 17
Creneral and admimstrative expenscs 1%
Chengss in fair vaiue of dervatives 2
NET L0535 BEFORE ZAKAT AND
MINORITY INTEREST
Zakul 14

NET LOSS BEFORE MINORYI'Y INTEREST

Wty mlerest

NET LOSS

Lrss per common share on net 1655 belons minorty inforest 20

Loss per cammon share on nel loss attributable to equity
sharsholders o1 the parenl, n

JRoE 2007
AN By
2,878,194 19,570,689
1,847,761 1,791,990
- 1,000,505
1,730,822 .
- I87.47T3
109,627 -
6,573,404 22,560,156
{5,822,305) (2,084,162}
{2,945,278) -
{61, 862,447 £59,400,000)
(21,726,037 {8,144 3634
{99,356.167) {39,629, 125)
[92,7452,763) (47,068,90%)
5,003,160 {14,416 464}
(97,765,923) (G1,465,433)
32,683,740 _ 22,039,194
LBRA02174)  (39.346,730)
— 1141} — (089
e (0.5 1Y

The: attached motes 1 to 24 foem pard of these consalidaled financial statememts,
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Alujain Corporation {n Sandi Joint Stock Company)

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended 31 Decembuer 2008

OFPERATING ACTIVITIES

Meat lsss

Adjustments to reconciie net loss to net cash used in

gperating activitics:
Nel expenses of project under progress chorjzed
to ircome starament

Tepreciation
Write back of provivion for work in progeess
Zrkat
Gain on sule ol property and equipment
Chanpes in fair value of Aenyvatives
Tmpeirment losz on walue of inyvesimenly
Provisien for inveshments and projects weder stady
Fenlized pain on invastmients
Revenne tram inveslments in Murabaha Funds
ainarity intercat

Changes i1 operating wssets and liabilitics:
Advance to suprpliers
Agcounts receivables and prepeyments
Amounts due from affiliates
Inventories
Accounts pavable and necruals
Amoznts due b affilistes
End of service benefirs
Zelcat paid

Wet cash used in operating activities

TNVESTING ACTIVITIES

Froceeds fhom sale of wveiluble for sale nvestments
Work 1n progrose

Expenditure on projects under stbudy

Movement of short-term invesuments in hiuebaha Fands
Sexurity deposits

Paymentsfor patchase of property and-equipment
Pioceads fram kale of property and equipment
Additignal investmient i1 an axsoeiphe

Met ensh psed in investdng activites

FINANCING ACTIVITIES
Lanz-tcrm toans
Short-term loans

Nct eash provided by foancing activities
NET CHANGE IN DANK BALANCES AND CASH

Bank balances and cesh - beginning of the vear

BANK BALANCES AND CASII - END OF THE YEAR

Note

2408
SR

(65,102,174}

2,535,056
(1,739,822)
5,043,160

21,726,037
0045373
5822305

[1534:?,'?*51]
(32,683,749

(23,785,79%)
1,486,467
7,520,531

i46,120,656)

61,679,615

(4,700,523}
1,844,269

[4.274,856)

G.632,624

{462,030,508)
(849.694)
{9,735,673)
(18,532,160)
{2,962,981)

22,197 695]
36,008,711

471,645,220
40.000.4H

511.445,72720
{87,5%6,115)

200,855,796
113,359,661

_T]:u: attached notes 1 16 24 form part of these consolidated financial statements.

2007
R

{39:446,23%)

13,194,044
1,947 792

11,115,160
(I87T.4972)
8,144,863

2,084,162
(1.009,805)
£1,701,950)

{22.039,154)

1,096,704
(697,771}

(6,442,356}
7,099,013
573,745

— (B 050,851}

(34415461}

18,111,234
(327 500 .214)
(1,138,075
971,264
34,151,011
[0 32T 642)
201,000

(754,935 372}

1411,594,218
305,703,242

05 EO0.970
HE,540,143

114,415,653
20,935,724
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Alujain Corporation (a Sundi Joint Stock Company)

CONSOLIDATEDR STATEMENT OF CASH FLOWS - CONTINUED
Yeat Onded 31 December 2008

MNoade 2003
SR

SUPFLEMENTARY INFORMATION FOR
NON-CASH TRANSACTIONS

Tolal ayzete an gl | Janvary 1007 wansfemred by 4 subsidiaty =
Total Tiubaliiwey as wt 1 January 2007 transferred by 2 sobudiary -

el expenacs of project under progress reclassified
to work in progress k) -

Met expenses of progect oikder propreay reclasificd
L) pre-opeTaling chpemacs ) -

2007

(1,044,793 535)
1.160,251 864

——2 0,030,000

43,790 504

[nvenkory ransferred from work in progress -
Amortizaticn of deleread fmancial charpes fransfemad

I work In progress 3,146,301

The alsached notes 1 to 24 fistm part af these consolidated financial seiements.

== 03,550,308

— 3,145,936

o



Alujain Corporation (a Saudi Joint Stock Compiany)

CONSOLIDATED STATEMENT OF CHANGES TN SHAREHOLDERS® EQUITY

Year Onded 31 December 2008

SHAREHOLDERS® EQUITY OF THE
FARENT COMPANY

CAFPITAT

STATUTORY RESERVE
ACCIUMULATED LOSSES
Beprinning balanees

Laoss for the year

Ending balance

CUMULATIVE CHANGES IN FAIR VALUES
Beainning balangs
Fair value adjostrwnts

Impairtaent loss on value of investments
Endmyg balance

TOTAL SHAREHOLDPERS® EQUITY OF THE
FARENT COMPEFANY

klinority interest

TOTAL SHAREFHOLPERS® EOQUITY

The attached notes 1 to 24 form part of these consolidated financs] sialements

2R 2007
Nare Ry aft
BYZ. 00070 §02.000,00¢
L& 17316057 17316057
(41,961,162} (2,514,923}
(65,102,174 (38,446,239}
107,063 .33 41,951 167
L7
{16,844,743) {4,307,448%
{79,930,4%0) {]12,537,205)
0,945 375 -
{B6.H20.845) {16844 743
515422876 650,510,152
272 623,248 347,208,387
tEE 040,17 _ 997 508 550
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Alujain Corporation {3 Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT 31 DRCEMBER 2005

1.

ACTIVITIES

Ahujain Corporation is a joint stock company incorporated and eperating in the Kingdom of Sandi
Aratn wnder Mmistenal Deelmon No. 694, dated Jamad Thani 15, 1412H (comesponding to 2]
Decernber 19913 The Corpovation obtained i3 Commercia]l Eegistration on Rajab 3, 1412H
(verresponding to 7 Fannary 1992}

The objectives of the Corparation are o promote and invest in metal and petrochemical industries
and other industrial projests,

During the year eode] 31 Degomber 2006, Alujain Cotporation has transferred an amount of SR 360
millice from projests under implementation b its invesiment in National Petrochemics] Industrial
Comipany (WNATFET), which was converied by NATPET during the second quaetter of 2007 to
cammon shares as Alwjain’s addibional investment in NATPET, thug mereasing Alujsin’s share in
MNATPET from 37.03% w0 57.4%, Therefore, the accompanying comeolidated finaneial statementy
inclode e fiuancal stalsments of MATPET as at 31 Decetaber 2008 and 2007,

Tn 2004, management of the subsidiary company decide] (o form a joint venture compatyy - Teldene,
te opembe lhe subsudiary company's projeet This decision was rovised by the subsidiary's Board of
Directors which resolved in its meeting on 15 September 2007 that the project wilt now be operated
by the subsidiary company, NATPET Previousty the met exponses of the project weors to be
recuversd by WATPET frem the proposed juinl veoture project company. Following the Board of
Directors® above decision, these expenses were charged o the statement of income or reclassified to
pro-apcrating exponses and wotk in progress during 2007 (see Note 3), The curront stanes of the

project and the different stages that the project has gone fheough since incoption are detailsd m Woles
Jand &

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The consolidated financwel salements are prepared n agcordanee with accounting standards
generally sccepted in the Kinpdom of Suudi Arabia. The following is 2 summary of the Company's
sipnificant agoouning policics:

Basis of consolidotion
The comsolidates] financial staternments comprise the financial statemenls o Alujain Corporaton (the

parent pampany) and its subsidiary (National Petrochemical mdostrial Company), “the Group™. All
material intereompany irunsactions and balonees are eimimated on conselidabion.

The subsidiary iz copsehdated from the date the parent compamy obtaing comtrel until such time
conltel cesssd. Acquisitions of subsidiapes are scoounted for weng the purchase method of
accounring. The financtal stplements of e subsuliaty are prepared for the same reporting perind as
the paren| eompany, using consistent accounting policies The allnbutable equity interests of third

parties in the Group ace meluded under the minonly fntorest caption in these consalfdated fjnaneial
slalemments,




rm—

NOTES TO CONSOLIDATED FINANCIAL STATEMIONTS
AT 31 DECEMBER 200%

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continned)

Accounting convention

The financial statements ate prepared under the historical cost convention modified to include the
measurenent at fair value of available-for-sale invesonents, shovt-tepm mvestment in Muorabaha
funds and derivative fingncoal mstruments.

Use of estimate

The preparation of financial statements 1 confrmity with gencrally accepted accaunting principles
requires the use of estimates and asswmplions (hat affcot the 1eparted amounts of aosets and liabilities
and dizclosure of contingent asssts and liabilitics at the date of the ffnancial statcments angd Lhe
tepotied amounts of rovenucs and expenses during the reporting period.

Pre-operafing cxpenses

Pre-operating cxpenses are charped o the stalement of income unless their future betelits have bean
determined in which case they will be amortized vsing tho straight line basis over 7 vearz or their
cstimated period of benelit, whichever is shorter, from the commeneement of operations.

Deferred financial charges

Deferted financial charges ropresent administragion fees relabed to long-termn boreowings, being
amortized gver the (e of the loan on a sieaight ling bass, Amortization charpes are caprtalized and
churged to work in progress during the censinection period,

Net expenses of project wnder progress

Net cxpenses of projeet under progress ropresent costs incurned dunng the construction of The plant
up to 30 June 2007 {see Mole 1),

Iovestments
short-term investmvents m Murabaha funds are carried a1 lair value and included under eument assets
Changes in fair values gre included in the statement of ncome.

Investments in treding sceuritics are carried af markel valos, Unrealized holding mains and bosses are
included in the stotement of income

Inveatments mn available for sale secuntics are camied at markel value, Unrealized Lolding gainy and
loyses are included in shareholders” cquity until realized. Realized pains and losses are taken to the
slalement of income.

Associates are companies in which tha Coinpany hes a leng-term investment comprisin B &d1 intereat of
not loss than 20% in the vohng capiftal and over which it cxeorts signifecant mfluence. The financigl
slaterments include the equly share of the Compuny 1 the associstes’ resnllz based on their Iatesy
audiled financial statements or management accoums, less eny provision for itupairment.

Other wvesiments are carried el cost with provisions for any permanent decline in value.

Ioveutories

Inventories are staledd st the lower of cost ;md market value, nel of provision far slgw moving tnd
obzolete jlemsg, Cost is determined on a weighted averape basis.

=



Alujain Corporation {a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED FINAMCIAL STATEMENTS
AT 31 DECEMBER 2003

2.

SUMMARY OF SIGNITICANT ACCOUNTING FOLICTES (contivued)

Projects under stndy

Projecls under study are stated at cost and are provided for to the oxtent thal they way nat be
recoverable va the basis of a revicw of cach projeel and an assessment of the owlcome. Projesl costs
are written off when 2 project 12 1o longer considercd wable.

Froperty amd cquipment _
Property and equipment ate stated at cost less accumulated depreciation and auy impairment in value.
Lrepreciation is compules] using the soaight-line method over the vsimated uzeful lives of the assets.

The carrying values of property and equpmenl are reviewed for impairment when evenls or changes
in cireumatances indicate the carmying value may not be recoverable. If any such mdicsbion exisly
and where the catrying values exceed the estimated regverable amount, the asscts are wotlen down
io their recovetable amount, being the higher of thelr fair value less costs to scll and their value
T

Leascheld improvements are amaortized on 8 straight-line basiz ovet the shorter of the wseful life of
the impravemenis ur the term of the lease.

Expenditurc for repair and maintenence ave charged to income. [mprovements thal increase the value
ar wateriatly extend the life of the related assets are capiakized,

Impairment aod uncollectihility of financial assets

AD assessment is made at each balance sheet dake to determing whether there is chjective evidence
lhal 4 specific financiz! asset may bhe impaired. I sach evidenve exists, any impairment loss is
recopmised In 1he teowne statement. hnpaiment is determined as follows:

(3} For sssels comied of feir value, impairment is the difference berercen eost and furr value, less
any impatmoent loss previousty recognised in the inodme statement;

{1} For asscts camicd at cost, impawment 1w Lhe dilterence between carying valne and the
prosent valae of future cash flows discoonted 4l the cumrent matket vate of veiurn for a similar
financial assct;

() For assets camied at amertised cost, impatnment 1z the dilierenee DEOwaesn SRITYIRE atnount

and the present value of futurc cash flows discounted at the onginal efleclive inlenest mte,

Accounts receivable

Acvcimes recelvable arve stated at original iovoice amount less allowsnce for any woeotlectible
atnenants, An estimate for doubtfal des is made when eollection of the full amount is no lomger
proboble. Bad debis are written off 55 ineurred.

Accouwuts payrble, accruals and vther liabilities
Liabilitica are recognized for wmondls 1o be pod i the Jutore Jor goods or secvices repeived,
whether billed by the supplicr or not.

Rorcowing ensls

Rarrowing costs that are divectly atiributable to the constuction of an assct are capitalized up to the
yipge when substantially all the activities necessary to prepare the qualifyiup asset for its intended
use ars compleled and, thereafter, such coats are charped to the Ingome staternent,




Aliujaiu Corporation (a Saudi Joint Stock Company)

NOTES TO CONSOLIDATED I INANCIAL STATEMENTS
AT 31 DECEMEER 2008

2,

SUMMARY OF SIGNITICANT ACCOUNTENG POLICIES {continued)

Provizions
Provisicus are recognized when the Group has an abligation (Jegal or constructive) arjsng [rom a
past event, and Uhe couty to settle the obligation ate bolh probable and can be measuted reliahly.

Lalat

According to the fnatcial aecounting standard for Zakat, the Zakat provision for each of the Company
and its subsidiary lor cach scparate fiscal period are measurcd and recorded 1w acvordance with the
provisions and rules of Zakat applied in the Kingdom of Saudi Arabia based on an accrual basys, Such
provision is charged to the conaglidated slalement of income.

End of service Denefits

Benefits payable to the employecs of the Group at the end of their services are provided for 1
accordance with fhe guitelines sct by the Saudi Arabism Labor Law.

Forcign currency translation
The ageompanying consolidated financial statements are in Saudi Rivals, Appropriate exchinges rakes

arc uscd Lo translate transactiens or belances denominated in [oreign curmencies. Exchange difforonces
&re recorded o the consolidaced glotement of income

Fair valoes

For investments traded i organized markets, fair value ts determined by referance 1o quated market
bid prizes.

For vnquoted cquity investménts, luir value iz determined by rofercnce to the tarket value of a
similar investment ot 13 basexd on the cxpected discoumnted cash fows,

Derivative financial instruments spd hedying

The Group uses derivative financial instatents (fnkcrest rate swaps) to hedge its risks assoviated
with interest rate Buctuations. Such deivative financial instnenents are miknlly revopnized at fair
valee on the date on which a derivabive contract is entered into and are subsequently remeasared al
[wir valuc, Derivatives are cumed az asscts when the Fur value is positive and as Liabilities when the
{air value is negative.

Any pains or losses arsing from changes in far value oo dorvatives during the vear that Jdo not
qualily for hedge aocounting are taken directly to the statement of income.

The fair value of inlerst mate swap conlracty is determuned by reforcnce to marke! valucs for similar
INaLTUImEents

At the inception of » hedge relationsbip, the Group formally desipnatcs and doewments the hedpe
relutionship to which the Group wishes to apply hedge accaunting wnd the dsk mahpgrement ohjcctive
und strategy far underlaking the hedpe, The documents include identification of the hedging
mylrument, the hedaed item or transaction, the nature of he nsk being hedped and how the cotity
will assess the hesinpg instrument*s effectivencss in offsefling the cxposute (o changes in the hedped
rtca’s cash flows atlributable to the hedged sk, Such hedges are capected to be highly effective in
achicving offseting changes in cash flows and arc assessed on an onpoing basiz to dotermipe that

they actually have been highly effective throwshont the financial reparting perieds for which they
ware desgmated,

Hedzes which meet the strict erteria for bedge pecounting are ascounted for as fallows:




;‘ljujain Corporation (a Saudi Joini Stock Company)

MNOTES TO CONSOLIDATED FINANCTAL STATEMENTS
AT 31 DECEMBER 2008

2. SUMBMARY OF BIGNIFICANT ACCOUNTING I'OLICIES (continued)

Derivative fimaociyl instruoments eae hedging (conlinned)

Cieech flow fodges
The eflective portion of the pain or loss on the hedping instroment is recognized directly in eguity,
while any mellective pottion 15 recopnized wunrediately in the statement of income.

Amounts taken to equity are transfermed to profit or loss when the hedped transaction affeets profit or
loss, auch as when the hedped financial income or financial expense is recapnized or when a forecast
sule opeurs, Where the hedged item iz the cosi of 2 non-financial asset or nen-financial lighiliy, the
amounls laksn Lo equity ae (ransfered to the mitial carrying amount of the non-financial sasal o
[1abilily.

If the forecast transaction or firm commitment is no lemger expected to occur, amounts previously
recognized in equity are transferred to profit or loss. If the hedping instoment expires or is sold,
terminated or exercised without replacement or epllover, or if its desipnation aa 5 hedpe {8 revoked,
amounts previcusly recognized o equily remnaan i eqelty wolil 1he forecast transaction or firm
SOMMIMMED} DUTUIY.

3. NET EXPENSES OF PROJECT UNDER FROGRISES

On 20 February 1931, ¥enel Industries Lid. {one of the investing cormpaniea in the peoject) zighed a
techoology supply agrcement with Himont, an American company, to establish a factory 1 the
industrial city in Yanbu, The factory is to produce polypropylene with a preduction capacity of 180
thousand tons yearly. In addition, it has been agreed to supply e project with propylene as a raw
traterial throwgh Al-Fasel project that is related to one of the investing compantes in the projact,

On 31 March 1295, the owmnership of Himaont was eansferred to Montell Technolopy - &n Amerivan
company, and the technology supply agresent was enewed with Moniell Techoology on
25 Beptember 1395 where the capacily of Propylens prodoction was increased to 240 thonsand eons
yeurly, and plso 1o wupply the project with 230 thowsand tons yearly of Propylene throush Al-Fasel
Project. o paddition, # was gereed with Saudi Aramen Co. to provide the project with Propane gas,

Oa 21 Pebroary 1997, Xene! Industrics Lid, signed the final techuolopy sapply apreement snth
Maniell Techhology Company. The agreement incivded the increasing of Polypropvlene capaciey
280 thouzand 1ons yearly,

Bluring Lhe year 2000, Montell Technology Company merged with BABF - a German Company, o
forrn Bagell Company, where Basell Co. decided to break off the joint venture with the Company.

The Cornpany resumed negotialions with Bascll Co. to renew the Teclmology Supply apresment
which was signed on 24 Apnl 2004,

Mer expenses of profect under progress included an amount of SR 33,388, 800, represenling capenass
paid by the Company for the praject dunug | Beplember 1939 to 1 Fobruary 1959 through ene of the
investing companies in the project These expenses comprise of the fallowing:
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Alujain Corporatien (a S8audi Joint Siock Company)
NOFES TO CONSOLIDATED FINANCIAL STATEMENTS
AT 31 DECEMRER 2008

3 MET EXPENSES OF FROJECT UNTER PROGRISS (continued)

SR

Balnries and wapcs 16,555,153
Traved smf aecninmodaticn 162,232
Legai and proflessional fees 74,719
Engzincering and (echoical assistance 1,550,374
Supply of techaology 5,725,508
Tants 623867
Postaps, phone and clectricaty 429,243
Subserptions 2.18{,456
Others 4,124,428
Expenses recovered from affiliatcd compames {*) {2,045,400)

53,380,999

{(*)Expcnscs were paid on bebalf of affilisted companics [or joint actiniies.

The balance of nct sxpenses of project under progress up to 30 June 2007 was SR 120,333 600
During the three menths ended 30 September 2007, following NATPET Board of Directors™ deciston
that the project will now be operated by MATPTT, out of the S 120,533,690 nel experses ol project
under propress incurred up to 30 June 2007, the subsidiary Company charged an amownt of 3K
20,524,180 o its income statemen] and reclassifed atnounts of SK 56,080,006 and SR 43,729,504 10
wark in progress and pre-oporating expenses, respectively. Previously it was intended (hat the net
expenses of the projeet would be recovered Inem the propossd joint venture project company, which
will no longer be formed as per the decision of the NATPET Toard of Divectors” on 12 September

2007 (zea Mote 1)
The movement of net expenses of project under progress for the year ended 31 Pecember 2007 it as
follews,
SR
Beginmung on | January 2007 U, A0, D60
Net expenscy duriong the six months ended 30 Junc 2007 22,013,630
Balanue om 30 June 2007 120,333,690
Transter from net expenses during the peried fom
 Judy 24¥7 b 30 Scptember 2007,
Amount charged to income statcment (21,524,180)
Amount reclassificd to work in progress (56,080,00b)
Amount reclassificd 1o pre-opeTating expensas (43.729.504)

Balance on 31 Docomber 2007 and 3] Deeember 2008 - =

11



Aiuj ain Corporation (a Saadi Joinl Steck Company}

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT N DECEMBER 2003

3. NET EXPENZES OF FROJECT UNDER PROGRESS (confinued)

et cxpenses of project under propress wore comprised of the following up to 30 Tune 2007:

SR

EXPENSLS

Salarics and wages 64,508,086
Travel and accommaedation 16,360,002
Lepal and prodessional focs 5,145,078
Enginearing and technical assistance 16,110,422
Supply ol lechnolopy 8,725,508
Renls 2,396,859
Postags, phones ard electricity 1502583
Subzcriptions Z.983,102
End of services benalils 2,118,283
Depresation 874,934
Other 14,411,738
Expenses recovercd fom affiliated companics {7.01R.248)
Taotzl expenses 125,119,339
Tnlerest income (12.086.544)
Net expenses before Zakut 113,032,395
Zakat 7.301,295
et EXpensES 120,333,690

As mentioned ahove, the balance of net expenses of project under progress up to 30 June 2007 of
SR 120,333,6%0 was charged to the incotue stetenoent ¢ reclassiiied 1o work in ptogress and pre-
operatmg txpenses during the three months ended 3¢ Sepiember 2007, foflowing the demsion of the
Board of Direclors’ on 19 Septerber 2007 1o retain the Teldene Polypropyienc project in NATPET,

4, RELATED PARTY TRANSACTIONS

A porton of the Compary’s general and administetive cxpenses and project-related costs are
charged by affiliates, Prices and tertng of payment are approved by MAnaZcmeant.

Fhe Company had the following celated party transachions during the vear ended 31 Duccmber:

JUOR 2007
Relalcd party Mature of Mamguchan &R 3R
Beoard of Directars Fomunerations 350,000 370,000
Hidode Company Lid. Joiml expenszes charged by he Company - 162,043
Seudt Cuble Company Jainl expenses charped By (he Company - 155,155
Snudi Ceble Comnypimy Jaint cxpenses charped to the Company 144,000 163,260

Aenel Indusiries Co, Lad,  Joiint expenzes chareed ta the Company 6,273,458 8,900,147
Xeac] [nternational Lid.  Jaink cxpenses charged to the Company 3,870,099 -
Safra Company Lid, Joint expenses charped to the Company 5,124,455 [4 653 800
Safte Company Lid, Tainl exponscs charge by the Company 468,468 d46,801
Chemglobal Corporetion  foink expenses charged to the Company 2,187,105 -

12



Aljain Coyporation (a Sawdi Joiatl Stack Company}

NOTES TO CONSOLIDATED FTNANCIAL STATEMENTS
AT 31 DECEMBER 2001

4. RELATED PARTY TRANSACTIONS (eomtinued)

Related party balances are comprised of the following:

2008 2007
Sk SR
e from velated pariies
Saudi Cable Company 195,670 194,798
Xencl Induatries Co. Ltd. 101,504 B, 19,000
Xencl Interpzbional Lid 873,351 -
Arab Posticide Industrics Co. (MOBEED) 246,458 246,458
Safra Company Ld. 468,211 669,711
Hidada Company Lid. 434,254 547,908
—-2.319.43d 9,848,963
D to related purties
Saudi Cable Companss g20,021 695,278
Sandi Informetien Development Industries (SIDI) - 15,283
¥encl Induslnes Co. Lid. - 5912110
Safra Company Lid 2,631,809 3,697388
Chemglobal Comaration 2,187,704 -
5. INVENTORIES
nventories are comprised of the lollowing as at 31 December:
2083 2007
Yo SR
Finished poods 23,451.387 418,605
Foawr matenals 3R,583,002 53,228,618
Sparc party AR.013.045 20T 625
~110077,5324  __63.Ki6.863
6. INVESTMENTS, KET
hvestinents are cumprised of the following ve at 31 December:
2008 2007
SR 3R
Investmenl m an associate - see (1) below 16,5804T0 -
Avalable tor sale securities - see (h) helow 13,283,107 15 633,630
{iher mmvestnents - see (o) below 1425 554} | 425,550
— 31,289,127 — 38,050, 188
a] Imvestmend w an associate is compnssd of the follewing as at 31 December:
pfiel | 2067
SR SR
Cost of investmont 42,523,141 20,825 446
Provision (262426711 {21625 446}
0,470




Alujain Corporation (a Saudl Joint Stock Company)

NOTES TO CONSQLIDATED FINANCEAL STATEMENTS
AT 31 DECEMBER ZD0R

.

b)

<)

INVESFMENTS, NET [contimix])

The movement in the invesiment in an azsociate during (he year ended 31 December was as follows:

2008 2007
SR S
Beaining balance - -
Additions during the year 22197695 -
Provigion durng the year {5.617.225) -
Ending balance 16,580,471 -

The balance of SR 16.4 million repregents an investiment in Arabisn Pestiwendea Manutacneeing
Company Limited (MOBEED), an asseciated company, During December 2008, the Company
enteted into 3 number of awreemenly with partners in MOBEET for the purchase of additional
shares, thus ipcreasing Alnjain's ownership of MOBEED from 25% to 93.08%, Inéladed in
arlditions is an amount of SK 12.1 million pawl by the Company as consideration for the addilienal
shates As the Ministerial approval 15 penthog and the legal formalities in rospeet of the amended
Atticles of Association and Commera] Regatration have not yet been finalized, the Company docs
aol have control over MOBEED as at 31 December 2008, Farthernore, the Company intends to sl
S0% of s shaves to a velated party. Accordingly it is not conzoldaled,

The movement m the avatlable for sale securitics during the years ended 31 December was as
follows:

2o08 2007
LY. SR
Beginning balance 30,633,634 A7 272,123
Digpogals during the year - {19 325 E01)
Usnrealized {lass) gain on revaluation of imvestments (23,350,531) 13.650,718
Enélig balance __ 13283107 36,633,533

The movemnent in the ether invesinents during the years ended 31 Deccraber was as foblows:

2008 237
I.TR lSIH
Beginning balasce 1,425,550 3,046,340
Provigion dusdng the year - {1,620, 700)
Guding balance 1,425 550 L3, 550




:ﬂlujain Corporation {a Sandi Joint Stock Compuny)

MOTES TO CONSOLMDATED FINANCIAL STATEMENTS
AT 31 DECEMBER 2003

s

FROJECTS UNDER STUTFY, NET

The movement of the prajects under stndy for the years ended 31 Decemiber was a3 follows,

2008 2007
SR Y
Beginning balance 170,610 Q5,007
Addition during the yeat 49,694 1,138 073
Prowviston during the year {205.8580) {463 372)
Ending balance . .1,415.224 0610

WORK IMN F'ROGREXS

Wark in progress represents Teldene Polypropylene and AlFssel Propylene Projects which wene
combined as ane intcgrated complex for strategic, economic and financial consideration.

On 3 March 2004, the Company and Tecnimont - an Italian Company, sipned the Enginesmng,
Procurement and Conatraetion (EPC) Contract, The Company asked o convett, this FPC contract to
Lump 3um Tum Egy Conlaet which was signed oo 7 Febmary 2005 where the capacity of
pilypropylens production wes neresssd to 400 thousand tons yearly, Also, during 20W)%, the
Company and Lurgi - a German Company, signed a lump sum Torm Key coniract.

The land and wtilities apreements of the Royal Commmizsion in Yanhu, Saudi Avahia, have besn
sipned on a conditional basis.

Furgi Company of Germany and Tecnimont Company of Italy (the Contractors) slaried the
enginecring, procuremnent and construction actrvities aecordimg 1o the eurly work agreement
Currently, the overall propress of the plant exceeds $59%. The subswliary company haz signed a
facility apresment on 2§ Febrwary 2006 with a consortiwm +f seven local and infemational banks.
The eonanrtiam has agreed 10 Jend the Compeny wn amount of USE 411 million. Also, the Company
sipned a loan agreernent with (he SIDT for 4 loan ameunt of SE. 400 million, NATPET reached a 10
weury mathkeling ayrerment with Noble Amcricas ynder which Maoble will rardet about 30% of the
FPolypropylens production capacity of 400,000 tones per year MATPET will have the optisn of
mnecroasing the quantity up to 100%, of capacity, This off-take will b¢ a0ld 1n Sowb Busl Asia, Indian
Subrconcieent and Ching which are sll promistng markets, WMoble has invested up to USE 5 million in
the project.

The current yoar additions to weork in promess include SR 1134 mllion of capitalized borowing
vist, The sverage rate of bomrowing dvring the constructing petrod was 7.47%,

Concurrently, the subsidiary Compsny and SABIC Industrial Investments Company sigmed an
agreemenl {or marketing 50% of polypropylene production.

Commissioning and start up of the complex 15 envisioned to be in the second quarter ol 2009,
following test nmns in the frwth quarter of 2003,

"Fhe fixed assets of the plant, winch are ineluded under work in progress, are mocigaged to the Seudi
Industrial Development Fund (ST as secunty against the tem loan received from the fand.




Aiujain Corporation (a Saudi Joint Stock Company)

NOTES TQ CONSOLIDATED FINANCIAL STATEMENTS

AT 31 DECEMBER 2005

8. PRE-OPERATING EXPENSES

Pre-operating cxpenses represcots the amount reclassificd by the subsidiary Company fTom net
expenses of project under propress {Note 3) and relates to project development expenditire incurred
prior to 2002, These expenses have bean capitalized as pre-operating expenses following the
NATPEL Bowd of Ditectors decision on 19 Septemibey 2007 to retain the Teldepe Paolypropylene
project in MATPET, @y mamapemenl believes Lhat he firture benefil ssaocialed with these costs is

certaim and evident,
10,  FPROFERTY ANP EQUIFMENT, NET

The estimnated uselul lives of the assets for the calculation of depreciation arc as follows:

Lesschald improvenacnts 3-10 years

Fumniture and fixtures 10 years

Oifice cquipment 4  years

Computers 34 years

Wehicles 4 yeure

Details of propery and equipment as al 31 December arc as follows:

k)
Leasehiold Fhrnitere s
fmprpvemans | god ficfercs | oguipresw | Compriers Vekrlofo Tagal
Aeseriplivm iy iy AR 5h LR SR
Cas(;
Ak the beginning of the vear | 2133,762 19260001 1 _ 1ASLSTT | 5430,080 1,516,700 | 12,458,329
Adkditions 17,620 177450 BTT, AT 1,450, 644 430 35[0 %62, 581
A the end of the year 1151412 3103651 | 2330464 | 6,849,733 1976050 | 15451310
Depreclation
At Lhe besinning of the vear 457171 199,111 575,639 | 1027554 TL3.046 ZAUST UG1
Churge for the year 408,534 333382 63492 | 1,120,572 376 00y 2545 056
At the end oF the year $55,692 552,703 Das 02l | 2157466 LIDZU4E | 5643,007
Mel Rook Amouots 1,285,720 15, Bsh 1,365 443 | 4,732,267 K74 005 0 g, 293
w7
Leasehald Furnlhera fice
ipreveiienls | and ffolures | cquipmen: Conpuers lafat fey Totat
Degariptian &R &R SR ol b1 SR

Coest:
At the bepinbing o the vizar - #0807 517448 - 431280 1,685,514
Acquired frorm a aubsidiaey b A WL 241,920 157,158 oSz F54 x4 2 IR, 571
Addifcns 2R3 507 . 1,604,271 519,500 4 445 ok SET036 D232 642
IHypouule - (830,ELTY L5540 - - (32,397
A1 the end of the yaor 2,153 72 |2, 2010 1,452 577 £.A02% 059 538,700 | 12488320
Depreciadon:
A1 the bepinning of the year - 6l ¥ 530 78 661 - 44 768 1,388,965
Acquined from 2 sabeidian, - 217 37,143 121,877 154 516 44,573
Chazga firt the year 45T 171 L B8, 934 150,425 HIB.2ET 2645 | 1542397
DPispazals - (Bl T27H L, 5% - . {G1B,E6Y
M1 1the end of the yeer AT i 1. FER.Aa1] 648,530 10T 50q 723 Hf ERIL
Mot Bonk 4 miuns LETE 581 1,726,790 BO5,038 | 441,193 BI275d [ 9,431,268
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P;_iujain Corporation (n Saudi Juint Stock Company)

NOTES TO CONSQLIDATED FINANCIAL STATEMENTS
AT 31 DECEMBEE. 2008

11.

11.

13.

ACCOUNTS PAYABLE, ACCRUALS AND OTHETR LEARTLITIES

Accpunts payable, acoruais and other Labilities are comprized of the loBowmg a8 w1 31 December,

2008 2007
hY i K
Acomenés payable 32.087,657 28,344 9584
Accnzed expenses T1,698,984 AT.6860,B44
Change in fait value of decivatives 17,830,655 2,933,554
her payable: Kya ol 371,323

SLEORT-TERM LOANS

Shont term loans balance as 3t 317 Degember 2008 represents the bndee loans prantcd to the
sbsidiary Company by a lecal bank on account of capital expenditure incurred in the constniction
of the plant. The tlerest rates weed by the bank arc the market rates prevailing at that time.

LONG-TERM LOANS

The subsidiary Company has signed loan agrecments with local banks and SIYF in arder to finance
the construetion of &5 projesl, The loan balance as at 31 December is comprized of the following:

2008 FeI7

Y an
Comtnercial Banka’ syndisahon },232. 844,118 1,232 B44 218
Pulslic Investiment Fund Loan 468, 750,000 -
S10OF Leat 360,006,000 36k 00, 0HY
Others 21.645.220 1B, 730,000

2,083,230.438 1,611,554 218
I.e83: Cumenl porlion of Commereial Banks® symdication {122.831,228) (61.542 211)
=1.960.208210 1,349,952 007

The subsidiary Company signed an agreement with Public Investment Fund {PI0F) ot 23 Tune 2002
for a [oan of SR 465 mulling and hay dravm SR 46% million up to 31 December 2008, The loan is
rcpayable in 24 bi-annual installmenls starting in 2011,

The SIDF loan atmount 18 58 400 mllion of which SR 360 million was drawn down by 31 December
2008 (3] December 2007; SR 360 million) The SIDF loan earres administration fees amouriting Li
SE 30 miflion {deferred fmancial charges balance of SR 23257044 as g1 31 December 2008
(31 December 2007: 5K 26,443,345), sppeannp in the balance sheet}, which 15 being amortized over
the torm of the loan on a straight lme bazis. The SIDF loan is repayable in 13 bi-anwal mstallments
starting 1 2010 and is secured by a morigage over the fixed assets of the project (shuwn under work
in pragress in the balance sheet —see Note 8) and corporate guarantee £ cotnfor felier as follaws:

Secyrity tvpe _ "
Nenet Induslnes Co., Lid. Comporale guarantes 259
Salm Cu. Lul. Corporate gwarantcs 5
Aljein Corpomation Corpatate suarantes T4
GOEI Comiort lotter 1.7

The Commercial Banka” syndication lerm |oans are secured by # sccond charge on the subsidiary
Company’s assets. These loans camy bomowing costs at commercial rates and are repayabls in 17 bi-

annual insallments eoramencing from the end of fyne 2009, The installments due m 2008 are shown
a3 4 cumrent liability.




Mujain Corporation (a Saudi Joinl Stock Company)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT 31 DECEMBER 2008

14,

15,

16,

FAKAT

u)  Zakat computation Jur the years ended 3] Deoember 2008 amd 2007 was based un the
standalone financial statcments #er the parent Compary and 1he subsidiary Company.

by Movement of Zakal proviston during the vears ended 31 December was as follows:

2008 2007
K SR
Beoinning balance £301,574 4,152,981
Provided during the year (%} 5,003,160 11,115,164
Paid during the year (4,274 856) {3,050,591)
Transferred from provigiom - 1,034,715
Ending balance e 0278 8307 974

{*) For the year 31 Deeember 2007, Zakat charged ta the consolidated statement of income alsa
includes SR 3,3(H 295 transferred from net expenses of project wnder propress (Bote 3.

c]  Zakat status

I~ dlwiain Corporation (The Parent Company}:

The Coropany filed Lhe fnal Zakat mtyms for the years ended 31 December 2003, 2004, 2005, 2006
and 2007, It has oblwned the restricted Zakat certificales. The (AT} has not yet raised its
assessments for these years.

2- Nattonal Petrochemcal Indusirm! Company (The Subsidiary Comprnyl:

The Company filed its Zakamt relums for the psnodiyoars ended 31 December 1999 1o K05 and
obtained the resiricted Zakat certificate. e DZIT isswed the final Zakat nssessmont for the
porcdfyears ended 31 Degember 1559 1 2005 and clamed additional Zakat differenues,
withholding and penalties of SE. 8,550,649, The Company ohyected against the above assessment,
which has bern transfetred to prelimmary objection commttee for review and decison. The
preliminary objcction cotamittes issued its decisfon by wineh Zakat and withholding tax diifercnces
were reduged 1o SR 7,435,625, The Company filed an appral against the prefiminary ohjection
committes decision with the higher appeal committee, which {g stilf undet tevicw by hipher appeal
committee, The Company filed 1te Zakat returny for the yeary emded 31 December 2006 an 2007 and
obtained e restricted Zakul certificates far (he mentiened years, The DZIT did not issue lhe final
assossinents lot the mentiomed vears to date.

OTHER LONG-TERM LIABILITIES

Other lovg-lerm Lishilities ate comprised ol the following ue at 31 Decerabers

208 2007
AR SR
Change in tor value of derivatives 161,133,79] 55,733,71%
Oher long-terin payable 13,124,505

—_— e - —_—
STATUTORY RESERVE

In ageordance with Ssudi Arabian Companies Law and the Compsny's Articles of Azsociation, 100
o the annual 1¢l meome is requited to be ransferred to the Statutary rezerve untl this reserve pouals
+0% of the caputal. Ko tranafir to the reservie was made 1 2008 and 2007, 35 Hhe Company has
acournulated Jogses. The stefulory reserve ianot availoble fur dividend disthbution

1%



Alujain Corporation {a Saudi Joint Stoek Company)
NOTES TO CONSOLIDATED FINANCIAL STATEMEN1S
AT 31 DECEMBER 2004

17. CUMULATIVE CEHANGES IN FAIR VALUES

Mavement In cumnnlative changes im e values foo the years ended 31 Decomber was ay [ollows!

2008 2007
5K SR
Bepgiuning balance (16,844,743} (4,307 448}
Unrealized (1os8) pain on revaluation of invesbnents,
net of smount realized on disposed investments {23,3530L,531) 16,452,396

Unrcalized loss refaling Lo cash flow hedges (Mote 2) {50,572.947) (28,990 60711%
Impairment foss on value ol mveslments Y,4945,378 -
Ending balanoe AB6.820. H45)  {16,844.743)

13. TNCOME FROM BANK DEFOSITS AND DEYIDENDS

Income from bank deposits and dividends iz comprised of the following {or the yvears ended 31

Recember:
2008 2007
K &R
Income from bank deposits (scc note belaw) 2401,015 L 5,305,573
Dhividend incomc 475,179 1264216

The 2007 amount includes SR 12,026,944 fansferrod from net expenses of project under progress up

to 30 June 2007, refating to the subsidiary Company (Mote 3}
1%,  GENERAL AND ADMINISTRATIVE EXFENSES

General and admimsirative expenscs arc comprised of the following for the vears ended 31

Diecember;

2008 2007

SN SR
Saluries and waprss 30,426,728 21,753,072
Travel and accommodation 4, 7Y, 567 4,563,765
Fleslingy, seminers & conforonocs s,6TT 1.591%,593
Legal and profeasional Fess 1,357,233 3,072,554
[ublic relation and publiely 1,356,448 DZR, 703
Board of dirertora 330,000 370,000
Enginsering and technical asssianee 882,654 1,658,352
Ronts 3317252 4825 SR6
Postage, phoncs and clectricity 4,304,705 1588 809
Subacripfions T10.09% Tl4,07¢
Drepreciation 2,585,056 2,286 945
Information technology 115,232 232403
Pepairs and maintenance 100,447 111,340
Other 11,153,048 20,793,536
Expenses recovered from affilisled companics - [2.013,243)

61362447 59,400,000

The 2007 expenses include 8% 25,309,629 transferred from net expenses of project under progress
up to 31 Decowber 2807, relating to the subsidiary Company (MNote 3}
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NOTES 10O CONSOLIDATED FINANCIAL STATEMENTS
AT 31 DECEMBER 2008

2

21.

22

LOEE PER COMMON SITARE

Loss per commen share an net loss before minonly intercst iz calculated by dividing the net loss
before minority interest by the weighted average number of commen shares 1n wzee during the year.

Lavss per commeon shure on not less attributable to equity sharcholders of the parcut is caleulated by
drvading the net loss attributable to equity halders uf the parest by the weighted 1verase number of
commmen shares in issue during the year.

The weiglted average number of ordinary shares ouistanding dunng the year coded 31 Degember
2008 and 2007 wae 69.2 million shares of SR 11 cuch. The caloelation of diluted earnings per share
15 nul applicable fa the Company.

CONTINGENT LIABILITIES

a3 The Company has outstanding [ettets of ¢redit amounting of SR 31,760000 of which SR
20,188,400 15 securcd by bank depogit (2007 SK 55,580,000 of which 3R 37,031 448 was
genred by bank deposit) on bebalf of the subsidiary company (NATPETY, and included under
secunly deposits,

b} The Company had given puarantees smounting to SE, 10,159,175 as at 21 December 2007 to
Imsnctal mstitutions in regpect of loans taken by Atab Pesticidc Industries Co {MOBEED).

RIZK MANAGCEMENT

Twterest rate rish

Interest tate nsk iz the risk that the value of financtal instruments will fluctuate doe to changes in the
marked interest mtes. The Group iy subject to interesl rate risk on ite interes] braring assets and
habil#ies, including security and bank deposits and loun,

The management limits the Group's interest tle risk by monitoring the changes in interes) rate o
1he: gurmencics in which 18 mierest bearing asgets and labilittes are denominated and throweh interest
tats awaps, iu whicl the Group agrees to exchange, at specified imiorvals, the difference between
fixed and variable ratg mlerest amouncs caleulated by reference 1o wm agreed-upon nobiwenal principal
amount.

Linuidity risk
Liquidity cisk {s the risk thal the Group will encounter difficully in raizsing funds to meet
comumitments assoctated with flnaneial jnstruments. The Group manages ibs liguidity rigk by

ensunng that bank facslities are available. Trade payables are normally setiled within 30-50 days of
the date of purchase,
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
AT 31 BECEMBER 200}

L

.

RISK MANAGEMENT {continned)

'Fhe table below summunzes the maturitics of the Company's undisecmnted Ginancial liabilides at 31
Decernber 2008, based on contractwal payment dates and cumrent market inferest rates:

Less thaw Jin f2

¥ months manks fiw $Fears > 5 panrs Tircead
Pam eiaden 17 December 2008 e RF iR & RYid
Due wo affiliates 2,706,862 2432672 - - 5439,534
Accawms payable eeTuls & gsonga1e TI212500  L0RO88950 65269337 287247214
ather liahilites
fhori-lerm loana . 40 003 A0H - - ), 000,000
Tetm loany - 122 B31 228 1,(M6404,020 £74,000,190 283,230,438
Tatal 4B 4R3I IR H39M6 400 1195546 978 939,269,527 2.4246,126,1B46
Lesy thean Fio 12
I manths mtapths I o f¥ems = 5 pams Tatal
Tear ended 11 December 20007 SR b SR Y Y
Dus to afiihates ToROLE I 044 . - 10 340,059
Arcounts payahle, acctueals &
nithir Habiditar Je 893903 X2 447511 2T 4.0 857 24,206,862 115,270,223
Fgrm Losns - 1642211 557500481  QU2.M5526 1,61 L.594,214
Tuial 993008 87,525,766 ad8d,933,338  1,020,752,388 1,737, 204,500

Currency risk

Currenoy risk iz the risk that the valve of financial instrgments will fluctuate due to changes in
foreign exchange rates, The Growp i subicct to fluctuations in foreign exchange rates in the normaal
course of its busincaz. The Gronp dul not undertake symificant transaetions in currencies other than
Sandi Riyals, US Dollars and Garos, during the year, Accounis payable include an amount of SR
17,938,406 due in Euros (2007 SR 10,77%,038),

FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value iz the amount (or which an assel could be exehanped, or a lallity scttled hetwecn
knowledgeshle willing parties in an ann’s length transaction. The Giroup's financil ssscts consmst of
bunk balances and wush, its financial habilities consist of bank loans, payables, and accrued expensey
and tle derivatives consist of interest rate swaps. The fair values ol fnancial instruments are nit
materally different from their canrying velucs.

RECT.ASSIFICATIONS

Certain rectassifications bave becn made tiv the 2007 consalidated financial siatements e conform to
the clazsifipationz used in 2008,
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