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AUDITORS' REVIEW REPORT

To the sharehoiders
Astra Industrial Group Company
Riyadh, Saudi Arabia

ScoDe of Review

we have reviewed the accompanying interim consolidated balance sheet of Astra Industrial
Group Company, (a Saudi .joint stock company) as of September 30, 2009, and the related
interim consolidated statement of income for the three-month and nine-month periods ended
September 30, 2009 and the interim consolidated statement ofcash flows for the nine month
period then ended and notes 1 to 10 which folm an integral part of these interim consolidated
financial statements. These interim consolidated financial statements are the responsibility of
the Company's management and were presented to us with all the information and
explanations which we required.

We conducted our limited review in accordance with the standard of the interim financial
statements issued by the Saudi Organization for Certified Public Accountants. A review
consists pincipalty of applying analytical review procedures to financial data and making
inquiries of persons responsible for financial and accounting matters. The scope of the

review is substantially less in scope than an audit conducted in accordance with generally

accepted auditinS standards, the objective of which is the expression of an opinion on the
interim consolidated financial statements taken as a whole. Accordingly. we do not express

such an opinion.

Review Results

Based on our limited review, we are not aware of any material modifications that should be

made to the accompanying interim consolidated financial statements for them to be in
conformity with generally accepted accounting standards in the Kingdom ofSaudi Arabia

Deloitte & Touche
Bakr Abulkhair & Co.

Al Muftahhar Bin Yahya Hamiduddine
License No. 296

Shawwal 26, 1430
october 15.2009
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED BALANCE SHEET (Unaudited)
AS OF' SEPTEMBER 30^ 2OO9

Note
2009

SR
2008

SR
ASSDTS
Current assets

Cash and cash equivalents
Accounts receivable, net
lnventolies, net
Prepaid expenses and other assets
Due from related parties

Total current assets

Non-current ass€ts

Investments in unconsolida@d subsidiaries and
associaied companies

lntangible assels, net
Property, plant and equipment, net

Total non-current assets

TOTAL ASSETS

LIABILITIES AND EQUITY
Cunent liabilities
Due to banks
Notes payable
Accounts payable

Due to related paties
Advances received from customers on contracts
Accmed expenses and other liabilities
Provision for zakat and income tax

Total current liabilities

Non-current liabilitics
End-of-service indemnities

Total liabilities

Equity
Shareholders'€quity
Share capital
Share premium
Statutory reserve
Retained eamings

Total shareholders' equity
Minority interest

Total equiq

TOTAL LLABILITIES AN'D EQUITY

608,700,000
482,595,549
377,606,1EE

ss,267,236
E7.486,812

1,611,655,785

2,563,539
1,679,283

209,032,943

213,215,765

1,824,931550

5,731,899
15,369,855

101,306,598
3,985,877

13,9s6,E63
85,293,599
26,092,467

2s1,737,158

44,913,335

296,6s0,493

509,821,938
426,68r,536
392,122,043
17,906,255

1 11 ,86',/ .641
1,494,399.419

5,589,833

215.103.67-s

,r0r%j08
1,',7t5,092,92',7

31,?34,870
19,697,893

105.84r,288
t0,804.891

8,a3',7,291
70,888.386
t9,65'7,614

267,462,239

j'7 269,39'7

304,731 636

l
l
4

741,176,410
332,01s,885

69,567,i32
385,521,370

1,s28,281,057

1,528,28r,057

!,q4f4f50

'7 1t ,116,410
332,015,885

51 ,5',78,'7',71

288,580,043

1,413,351,175

(2,989,884)

|.,110,161,291

1,',715,092,921

integral part ofthese interim consolidated financial statementsThe accompanying notes form an



ASTRA INDUSTRIAL GROUP COMPANY
(A SAIJDI JOINT STOCK COMPANY)

INTERIM CONSOLIDATED STATEMENT OF INCOME (Unaudited)
FOR TI{E THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30. 2OO9

Note
Thrce-month ended

September 30
Nine-month ended

September 30
20w

SR
2008

SR
2009 2008
SR SR

Sales

Cost of sales

Gross prolit

Selling and di stribution expenses

General and administrativc

Research and devclopmcnt

Operating income

Share in net losses of unconsolidaled
subsidiaries and associated

companies

Finance charges

Othcr income, net

Income befor€ minority interest

Minority interest share in nct income

of a subsidiary

Net income for th€ p€riod

Earnings p€r share:

From operating income for the period

From net income for lhc period

244,544,294 26',7.421,635

(134.770.544) 057.835.599)

165,822,47s 741.1',74.586

(430,356892) (4r6,082.305)

335,465,983 325.092.281

(139,298,501) (r6,945,778)

(50,864,994) (48,955,677)

(5.874.164) (3.796.332)

109,777,750

(43,484,945\

(1s,39s,928)

r09,592,036

(42,040.718)

(t'7.4',76.002)

(2.392.110) (1.113.3,18)

48,504,767 48,961,908

(379,528) (1.286.900)

(2s2,905) (1,824,300)

6,353,154 8.070,6r7

54,225,4Aa 53.921,325

139,428,324 r55.394,494

0,542,672) (821.343)

(s03,670) (2,606.670)

16.801.808 8.190,439

rs4,183,790 r 60,r 56,920

- (66,817) - (66,877)

5d225,488 53,854,448 1s4,1qft2q -]!9!2qp41

0-65 1.880.76 2.40

0.73 0.83 2.08

The accompanying notes form m integral part ofthese inteim consolidated financial statements
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

INTERI\4 CONSOLDATED STATEME\T OF CASH FLOT S {unaudire.tr
FOR THE NINE-\,IONTH PERIOD ENDED SEPTEMBER JO.2OOs

2009
SR

2008
SR

OPERATING ACTIVITIES
Net income for the period

Adjustments:
Depreciation
A mortization
Share in net losses of unconsolidated subsidiaries

and associated companies
End-of-service indemnities. net

Changes in operating assets and liabilities:
Accounts rcceivable, net
Inventories, net
hepaid expenses and other assets

Due from related parties
Notes payable
Accounts payable

Due to related parties
Advances received from customers on contracts
Accrued expenses and other liabilities
Zakat paid

Nel cash from fL\ed inl operating activitie\

INVESTING ACTIVITIES
Proceeds from Saudi govemment development bonds
lnvestments in unconsolidated subsidiaries and associated
companies

Purchases ofpropelty, plant and equipment
Proceed\ lrom .ale ol property. pbnr anLl equipmenr
Intangible assets

Net cash (used in) from investing activities

FINANCING ACTIVITIES
Proceeds from public subscription capital increase
Due to banks
Dividends distributed
Minority interest

154,183,790

l7,583,766
16sy'98

1,542,672
4,613,928

(69,0sl,7s9)
(490,032)

(9,400,937)
39,660,535

(703,144)
(8,270,692)
(3,690,703)

4,295,041
14,209441

(20,241,7 42)

124,405,66a

160,090,043

16,911,850

821,343
5,659,1r 6

(20,698,491)
(93,491,898)
10,423,056

(r 00,219,135)
8,574,115
2,082,698

(13,550,036)
893,2s4

6,950,692
(t'7 ,895 ,232)
(33,448,325)

80,891,316

(3,07.1,523)
(t9 ,611 ,521)

73,623

(2,096y'83)
(7,123,039\

31,316
(9s,817)

(9,2E4,023)

5,731,899
(37,0s8,823)

58,272,892

413,192,355
(681,684)

(r 39,08r )
44131\5nNet cash (used in) from financing activities (31,326,924)

Net change in cash and cash equivalents 43,794,721

Cash and cash equivalents, January 1 5U,905,n9
CASH AND CASH EQUIVALENTS, SEPTEMBER 30 608,700,000

Non-cash item:
Provision fo. zakat and income tax charged to retained eamings 27,000,000 ___!;Eq!qo
The accompanying notes form an integral part of these interim consolidated financial statements
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAIJDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
FOR THE THREE-MONTH AND NINE.MONTH PERIODS ENDED SEPTEMBER 30. 2OO9

1. ORGANIZATION AND ACTIVITIES

Astra lndustrial Group Company ("the Company"), is a Saudi Joint Stock Company
registered in Riyadh, Kingdorn of Saudi Arabia under commercial registration
No. 1010069607 dated Muhanam 9, 1409 H (conesponding to August 22, 1988).

The shares of Astra Industrial Grcup Company were listed in the Saudi Stock Market
("Tadawul") on August 18, 2008 through selling of 30% of the Company's shares for the
public sector through increasing the Company's share capital from SR 630,000,000 to
SR741,1?6,4T0byissuingll,llT,64TnewordinarysharesatparvalueofSRl0and
share premium of SR 32 per ordinary share based on a valuation agreed on between the
concemed parties- The share premium balance, which resulted from the issuance of new

ordinary shares refered to above amounted to SR 332,015,885 as ofSeptember 30, 2009

net of related subscription expenses amounting to SR 23,748,819; therefore the new

shareholding became; Saudi founding shareholders 58.897o of the sharc capital, non-

Saudi founding shareholders 11.111o and 307o of the share capital was held by the
public as of Septcmber 30, 2009.

The Company's objectives as per its commercial regisrradon are the construction,
management, operating and investing in industrial facilities which are subject to
obtaining approval from SaDdi Arabian General lnvestment Authority ("SAGIA") on

each project to be newly established and retail and wholesale trading of ready made

clothes, bed covers, comforters, towels, blankets, others, fertilizers, forages. insecticides,
irrigation systems, agricultuml machinery and equipment, green houses, agricultuml and

livestock products and planting contracts, landscaping and maintenance of gardens and

green spaces, water and sewage works, and minitg for industrial purposes.

The principal activities of the Subsidiaries are as follows:

. ProductioD, marketing and distribution of medicine and pharmaceutical products

inside the kingdom ofSaudi Arabia and abroad.

. Production of polymer compounds, plastic additives, color concentrates and other

plastic products.
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR TIIE THREE-MONTII AND NINE-MONTH PERIODS ENDED SEPTEMBER 30. 2OO9

. Construction of metal based industrirl buildings and building frnmes-

. Production of compounded fertilizers and agricullure pesticides and the wholesale
and retail trading of fertilizers, forages and insecticides. Also, execution of
agricultural contracting projects.

. Manufactudng of bonded polyester fibers, bed covers, comforters, pillows and

towels.

2. SUMMARY OF SIGNIT'ICANT ACCOUNTING POLICIES

The accompmying interim consolidated financial statements have been prepared in
accordance with the standard of lnterim Financial Statements issued by the Saudi

Organization for Certified Public Accountants. The significant accounting policies
adopted by the Company in preparing iIs interim consolidated financial statements,

summaized below. are in conformity with those described in the annual audited
consolidated financial statements for the year ended December 31, 2008. The ioterim
consolidated financial statements and the accompanying notes should be read with the
annual consolidated financial stafements and the related notes for the year ended

December 31, 2008.

Interim results
The results of operations for the interim period may not give an accurate indication ofthe
annual operations results.

Basis of interim consolidated financial statem€nts
The accompanying interim consolidated financial statements include the interim
financial statements of the Company and its Subsidiaries, as adjusted by the elimination
of significant inter compaDy balances and transactions, as well as gains (losses) arising

from transactions wilh the Subsidiaries. An investee company is classified as a subsidiary

based on the degree of effective confol exercised by the Company compared to other

shareholders, from the date on which control is transferred to the Company.

-6-



ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDA]ED FINANCLA,L STATEMENTS
(Continued) (Unaudited)
FOR THE THREE.MONTH AND NINE MONTH-PERIODS EN'DED SEPTEMBER 30.2OO9

The Subsidiaries, which are 957, directly owned by the Company and 5% through cross
ownership among the Subsidiaries are as follows:

F Tabuk Pharmaceutical Manufacturing Company (''TPMC") and its following
owned foreign subsidiaries which have been consolidated during the nine month
period ended September 30,2009:

S'IE AIGERO SAOIIDIENNE DE MEDICAMENTS ("SAS Pharma"), a
limited liability company uDder conversion rcgistered in Algeria.

- Tabuk Phamaceutical Turkey a Limited Liability Company registered in
Turkey

> Astra Polymer Compounding Company Limited ("Polymer")

> International Building Systems Factory Company Limited ("IBSF")

> Astra Indust ial Complex Co. Ltd. for Fertilizer and Agrochemicals ("Astrachem")
and its following wholly owned foreign subsidiaries, which have been consoliddted
during the nine month period ended September 30, 2009:

- Astrachem Saudia, a limited liability company registered in Algeria.

- Astrachem Morocco, a limited liability company registered in Morocco.

- Aggis Intemational Limited, a limited liability company registered in British
Virgin Islands.

- Astmchem Turkey, a limited liability company registered in Turkey.

> Arabian Company for Comforters and Pillows C'ACCP")

Accounting convention
The interim consolidated financial statements are prepared under the historical cost

convention and on accrual basis except for investments in unconsolidated subsidiaries

and associated companies which are recorded at equity method.

Us€ of estimates in the preparation of interim consolidated linancial statements
The preparation ol interim consolidated financial statements in conformity with
generally accepted accounting standards rcquircs the use of estimates and assumptions

thfi affect the reported amounts of coffolidated assets and liabilities and disclosure of
consoljdated contingent assets and liabilities at the date of the interim consolidated

financial statements and the repofied amounts of consolidated revenues and expenses

during the repofting period. Although these estimates are based on management's hest

knowledge of current event and actions, actual results ultimately may differ from those

estimates.
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ASTRA INDUSTRIAI, GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR THE THREE-\{ONTH AN'D \I\E-\{O\TII PERIODS E\DED SEPTEMBER JO. 2OOS

Cash and cash cquivalents
Cash and cash equivalents include cash on hand, cash at banks and high liquid short-
term Murabaha with original maturities of three months or less ftom the original date of
acquisjtion.

Sales and revenues recognition
Sales are recognized upon delivery of goods and services to customers and are stated net
of trade or quantity discounts.

Revenue on projecls, where the outcome can be estimafed reliably. is recognized under
the percentage of completion method by reference to the stage of completion of the

Foject activity. The stage of completion is measured by calculating the propo.tion that
costs incurred to date bear to the estimated total costs of a project.

Expenses
Selling, distribution and general and administrative expenses include direct and indirect
costs not specificaliy paft of cost of sales and projects /direct costs as required under
generally accepted accoDnting standards. Ailocations between general and

administrative expenses and selling and distribution expenses and cost of sales and

projects /direct costs, when rcquired, are made on a consistent basis.

Inventories
lnventories are stated at the lower of cost and net realiable value. Cost is determined

for finished goods and work in process on a weighted average cost basis and includes

cost of material, labor and appropriate propofiioo of direct overheads. All other

invento es arc valued on a weighted average cost basis.

Appropiate provision is made for obsolete and slow moving inventories, ifrequired

Investments in subsidiaries and associated companies
Subsidiaries are those in which ihe Company has a long lefin investment comprising an

interest of not less than 50% in the sharc capital or over which it excises practical

control, and are accounted for on a consolidation basis,

Invesiment in unconsolidated subsidiaries which are not considered as material to the

inteim consolidated financial statements are accounted for using the equity method of
accounting.

-8-



ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR THE THREE-MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30. 2OO9

Associated company is a company in which the Company has a long term investment
comprising an interest between 20% and 50Vo of the voting capital and over which it
exercises significant influence are accounted for using the equity method of accounting,
under which the invertment is stated initially at cost and adjusted thereafter for the post

acquisition change in the Company's share of the net assets of the investee. The
Company's share in the associated companies' net income or loss is included in the
interim consolidaled slatemenl of income.

Intangible assets
Intangible assets represent pre-operating expenses. purchase of products registration
license and are amorlized on a straight-line basis over a period of 5 years from the
corrmencemcnt of commercial production.

Property, plant and equipment
Property, plant and equipment are stated at cost Iess accumulated depreciation.
Expenditure on mainlenance and repairs is expensed, while expenditure for betternrent
is capitalized. Depreciation is provided over the estimated useflrl lives of the applicable
assets using the straight line method. The estimated rates ofdepreciation ofthe principal
classes ofassets ate as follows:

EO

Buildings
Irasehold improvements
Plant, machinery and equipmeni
Furniture, fixllrres and office equipment
Vehicles

3-10
10 25
8-20
l0-33

25

Impairment
The Company periodicaliy reviews the carrying amounts of its tangible and intan8ible

assets to determine whether the(e is any indication that those assets have suflercd an

impairment loss. If any such indication exists, the recoverable amount of the assel is

estimated in order to determine the extent ofthe impairment loss (ifany). Where it is not

possible to estimate the recoverable amount of an individual asset, the Company

estimates the recoverable amount ofthe cnsh-generating unit to which the asset belongs

lf the recoverable amount of an asset (or cash generating unit) is esfimated to be less

than its canying amount, the carrying amount of the asset (or cash-generating unio is

reduced fo its recoverable amount. Impairment losses are recognized as an expense

immediately.
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAIJDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR THE THREE MONTH AND NINE MONTH PERIODS ENDED SEPTEMBER 30, 2OO9

wtere an impairment loss subsequently revenes, the carrying amount of the assel (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so

that the increased carrying amount does not exceed the carrying amount that would have
been determined had no impainnent loss been recognized for the asset (cash-generating

unit) in prior years. A reversal of an impairment loss is recognized as income
immediately.

Operating lease
OperatinS lease payments arc recognized as an expense in the interim consolidated
statement of income on a straight line basis over the term ofthe lease.

Foreign currency translation
Foreign curency transactions are translated into Saodi Riyals af the rafes of exchange
prevailing llt the time of the transactions. Monetary assets and ]iabilities denominated in
foreign cunencies at the interim consolidated balance sheet date are translated at the

exchange rates prcvailing at that date. Gains and losses from settlement and translation
of foreign curency tmnsactions are included in the interim consolidated statement of
income,

For consolidation purposes, the financial statements of forcign operations are translated

into Saudi Riyals using the exchange rate at the interim consolidated balance sheet date,

for assets and liabilities, and the average exchanlle rates for revenues and expenses.

Components of equify, other than retained eamings, are translated at the rates prevailing

at the date of their occurrence. Resulted adjustments from translation of the interim

consolidated financial statements in foreign cunencies, if material, arc recorded as a

separate component of shareholders' equity.

End-of-service indemnities
End of-service indemnities, required by Saudi Arabian labor law, are provided in the

interim consolidated financial statements based on the employees' length of service

Zakat and income tax
The Company is subject to the Regulations of the Dircctorate of Zakat and Income Tax

("DZT") in the Kingdom of Saudi Arabia. Zakat and income tax are provided on an

accruals basis. The zakat charge is computed on the zakat base. Income tax is computed

on adjusted net income. Any difference in lhe estimate is recorded when the frnil
assessment is approved, at which time the provision is clearcd.

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.
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ASTRA INDUSTRIAL GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR THE THREE.MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30 2009

3. DUE TO BANKS

The Sobsidiaries have credit facilities in the form of shortterm Murabaha ftom local
banks to finance their working capital requirements. These facilities bear commission in
accordance with prevailing prices ii the market.

4. STATI]TORY RESERVE

In accordance with Regulations for Corrpanies in Saudi Arabia and the Company's
bylaw. the Company has established a statutory rese e by the appropriation of 107. of
net income until the reserve equals 507, ofthe share capital. This reserve is not available
for dividend distribution-

5. DIVIDENDSDISTRIBUTION

The General Assembly approved in its meeting held on Rabi Al Thani 16, 1430H
(corresponding to April 12, 2009) the Company's Board of Directors' recommendation to
distribure cash dividends amounting 10 SR 3?,058,823 for the year ended December 31,

2008 ofSR 0.5 for each outstanding share.

6. EARNINGS PER SHARE

Earnings per share from operating income and frcm net income for the period is

calculated by dividing operating income and net income for the period by the weighted

averuge of outslanding number of sharcs at the end ofperiod. The number ofoutstanding
sharcs as of September 30, 2009 amounted to 74,11'/,647 shares (200E: weighted

average ofoutstanding number ofshares amounled to 64,785,316 shares).

7- CONTINGENT LIABILITIES AND COMMITMENT

At September 30, 2009, the Company had the tbllowing outstanding contingent liabilities
and commitments as follows:

2009
SR

2008
SR

Letters of guarantee

ktters of credit

5q,9p{!r
37,738flL

65,894,64,r

29,747,638
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ASTRA INDUSTRIAI, GROUP COMPANY
(A SAUDI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCLA.L STATEMENTS
(Continued) (Unaudited)
FOR TIIE THREE.MONTH AND NINE.MONTH PERIODS ENDED SEPTEMBER 30. 2OO9

8. SEGMENT INFORMATION

The Company and its subsidiaries operate in four separate industry segments,
pharmaceuticals, specialty Chemicals, Engineering and Conshuctions and other (which
includes the holding company). The principal markets for these segments are in the
Kingdom of Saudi Arabia, GCC Countries, Middle East and North Africa. Set out belo\,r'

is selected financial information for the business segments:

Itngineering Holding
Specialty and Company

Ph,rnr..rri.,ls Ch.ni.rls Conslru.tions and Other
SRSRSR

Total
SR

Sept.mber 30, 2009

Local 213,155,105

Export 99,591,063

Totalsalcs 312,746,168

C.oss prollt 194,637,955

57,235,135

52,885,E7E

165,49E

85s8,809

l02,253,412
2,631848

1s9979281

870r3,93r

246,993,212

E1,011,977

19:766.676

49526,100

4,959,602

60306,091

2j67SE2

r0951r,178
46983190

156,494,966

44,2s9,038

33311211

33J78J69

2.794,991

31J38,137
1597:733

SR

49,008,688

579,839

49,58E52?

F557,013

(884,75E)

17,993,043

1,27035E

r253sJ03
425,676

Holding

531,654252

2r4,168,623

765322,475

135,46s,983

139,428,324

154,1E3,790

r6s,498

17,583,766

209,032943
7,123,039

SR SR

seplembe. 30. 2008

175.453,679

100.460.9t5

215.9i4,611

r8:,366,?31

69.354.795

67.022.690

8.124,654

101,904,0.r3

3,209.rJ.r6

161,765,335

91.497,421

2a9.262;162

88,143,t46

55,882,E52

54,1E6,772

4.648,021

63,314.364

7,?98,041

-t2

81,512.126

61,284,209

154,1i56,935

39,138,9r5

27.410.111

28,??6,89,1

2,661,167

35.214.575

7.484,867

50,434.409

705.866

51.140,275

14,?t43,489

2,686.710

10.103,687

1.471.408

r,124,168

175.226.149

265.918,437

741,174,586

325,092.281

155,194.494

r60.090,043

16.9 r r,E50

215,10t.675

19,617,524



ASTRA INDUSTRLdL GROUP COMPANY
(A SAI]DI JOINT STOCK COMPANY)

NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Continued) (Unaudited)
FOR THE THRFJE.MONTH AND NINE-MONTH PERIODS ENDED SEPTEMBER 30 2009

9. FINANCIALINSTRUMENTS

Fair value
the carrying values for cash and cash equivalents, accounts receivable, accounts payable

and other financial assets and liabilities are deemed to approximate their carrying amounts

due to their short-term nature.

Conmission rate risk
This comprises various risks related to the effect oI changes in commission mtes on the
Company's interim consolidated balance sheet and cash flows. The Company manages iIs
cash flows by controlling the timing between cash inflows and outflows. Surplus cash is

iovested to increase the Company's commission income through holding balances in short
term Murabaha, but the related commission rate risk is nor considered to be significant- So

the Company did not use derivative financial instmments to minimize the effect of
changes in commission rates risks.

Currency risk
It is the risk that the value of a financial instrumeflt wi]l fluctuate due to changes in

foreign exchange rates. Management monitors fluctuations in foreiSn currency exchange

rates, and believes that the Company is not exposed to significant curency risk since the

Company's functional currency is the Saudi Riyal, in which the Company transacts, and

which is cunently fixed, within a narrow margin, against the U.S. dollar. The Company

also transacts in other foreign cDrencies at market rates without using derivative financial

instruments to minimize the effect offoreign currency exchanges risks.

Credit risk
It is the risk tbat other parties will fail to discharge their obligations and cause the

Company to incur a financial loss. Financial insffuments that subject the Company to

concentrations of credit risk consist primarily of cash balances and accounts receivable

The Company deposits its cash balances with a number of major high credit rated

financial institutions and has a policy of limiting ifs balances deposited with each

institution. The Company does not believe that there is a significant risk of non-

performance by these financial institutions. The Company does not consider itselfexposed

to a concentration of credit risk with respect to accounts receivable due to its diverse

cuslomels base,
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Liquidity risk
It is the risk that the Company will encounter difficulty in raising funds to meet
commitments associated with financial inshuments. Liqujdity is managed by peiodically
ensuring its availability in amounts sulficient to meet any future commitments. The
Company does not consider itselfexposed to significant dsks in relation to liquidity.

The Company believes that it is noi exposed to any significant risks in relation to the
afbrementioned-

IO. COMPARATTVE FIGURNS

Certain fignres for the previous period have been reclassified to conform with the curent
period presentation.
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