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P.O. Box 182, Dammam 31411

Kingdom of Saudi Arabia

Tel: +966 (3) 887 3937
Fax: +966 (3) 887 3931
www.deloitte.com
Head Office: Riyadh

AUDITORS' REPORT (LIMITED REVIEW)
ON CONSOLIDATED INTERIM FINANCIAL STATEMENTS

To the stockholders
Sahara Petrochemical Company
Riyadh, Saudi Arabia

We have reviewed the accompanying consolidated interim balance sheet of Sahara Petrochemical Company
(“Saundi Joint Stock Company”) and Subsidiary as of September 30, 2006 and the related consolidated interim
statements of income for the three months and nine months then ended and cash flows for the nine months then
ended, and notes 1 to 5 which form an integral part of these consolidated interim financial statements as
prepared by the Company and presented to us with all the necessary information and explanations. These
financial statements are the responsibility of the Company’s management.

We conducted our review in accordance with the standard of auditing applicable to interim financial reporting
issued by the Saudi Organization for Certified Public Accountants. A review of interim financial information
consists principally of applying analytical procedures to financial data and making inquiries of persons
responsible for financial and accounting matters. It is substantially less in scope than an audit conducted in
accordance with generally accepted auditing standards, the objective of which is the expression of an opinion
regarding the financial statements taken as a whole. Accordingly, we do not express such an opinion.

Based on our limited review, we are not aware of any material modifications that should be made to the
accompanying consolidated interim financial statements for them to be in conformity with generally accepted
accounting principles.

Deloitte & Touche
akr Abulkhair & Co.

Nass€r M. Al-Sagga
License No. 322
17 Ramadan, 1427

{ Lic.96 A1 3, ja> 7
R,

N e
Dejoitre & TOVE

October 10, 2006 RanBaicr o bulkhait &2
) ) ) ) ) Member of
Audit.Tax.Consulting . Financial Advisory. Deloitte Touche Tohmatsu
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SAHARA PETROCHEMICAL COMPANY AND SUBSIDIARY
(SAUDI JOINT STOCK COMPANY)

CONSOLIDATED INTERIM BALANCE SHEET

AS OF SEPTEMBER 30, 2006
2006 2005
SR 000 SR 000
(Unaudited) (Unaudited)
ASSETS
Current assets
Cash and cash equivalents 1,112,942 13,599
Investments - trading - 615,000
Investments - available for sale 224,444 1,329,726
Other receivable and prepayments 1,418 3,117
Total current assets 1,338,804 1,961,442
Non-current assets
Investments - held to maturity - 131,250
Investment in associate 786,470 -
Cost of projects under development 267 59,559
Construction work in progress 255,752 -
Property and equipment 876 472
Total non-current assets 1,043,365 191,281
TOTAL ASSETS 2,382,169 2,152,723
LIABILITIES, STOCKHOLDERS’ EQUITY AND
MINORITY INTEREST
Current liabilities
Accounts payable and other liabilities 2,472 4,382
Amount due to a related party 52,813 -
Zakat payable 4,450 2,500
Total current liabilities 59,735 6,882
Non-current liabilities
End-of-service indemnities 1,831 480
Stockholders’ equity and minority interest
Share capital 1,500,000 1,500,000
Statutory reserve 49,209 -
Unrealized gain from investments 19,145 543,431
Retained earnings 442,879 101,930
Total stockholders’ equity 2,011,233 2,145,361
Minority interest 309,370 -
Total stockholders’ equity and minority interest 2,320,603 2,145,361
TOTAL LIABILITIES, STOCKHOLDERS’ EQUITY AND
MINORITY INTEREST 2,382,169 2,152,723

The accompanying notes form an integral part of these consolidated interim financial statements
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SAHARA PETROCHEMICAL COMPANY AND SUBSIDIARY

(SAUDI JOINT STOCK COMPANY)

CONSOLIDATED INTERIM STATEMENT OF INCOME

FOR THE THREE MONTHS AND NINE MONTHS ENDED SEPTEMBER 30, 2006

From July 1 to September 30

From January 1 to September 30

2006 2005 2006 2005
SR 000 SR 000 SR 000 SR 000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
Revenues
Murabaha income 4,618 8,119 19,113 22,522
Realized gain on investments 17,500 44,851 159,237 79,730
Share of income from associate 5,405 - 5,405 -
Total revenues 27,523 52,970 183,755 102,252
Costs and expenses
General and administrative expenses 1,863 1,182 4,844 5,681
Pre-operative and floatation costs - - - 28
Finance charges 847 - 847 -
Total costs and expenses 2,710 1,182 5,691 5,709
Net income before zakat 24,813 51,788 178,064 96,543
Zakat (2,085) (2,500) (4,605) (2,500)
NET INCOME 22,728 49,288 173,459 94,043
Earnings per share for the period 0.15 0.33 1.16 0.63

The accompanying notes form an integral part of these consolidated interim financial statements
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SAHARA PETROCHEMICAL COMPANY AND SUBSIDIARY

(SAUDI JOINT STOCK COMPANY)

CONSOLIDATED INTERIM STATEMENT OF CASH FLOWS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006

OPERATING ACTIVITIES

Net income before zakat
Adjustments for:
Depreciation

End-of-service indemnities
Share of profit from associate

Changes in operating assets and liabilities:
Investments - trading

Other receivable and prepayments
Accounts payable and other liabilities

Cash from operations

Zakat paid

Net cash from operating activities

INVESTING ACTIVITIES

Additions to property and equipment

Additions to cost of projects under development
Additions to investment in associate

Proceeds from disposal of held to maturity investments
Proceeds from disposal of available for sale investments
Additions to held to maturity investments

Additions to available for sale investments

Net cash from (used in) investing activities

FINANCING ACTIVITIES
Contributions by minority shareholder

Net cash from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, January 1

CASH AND CASH EQUIVALENTS, SEPTEMBER 30

Non-cash transactions:

2006 2005
SR 000 SR 000
(Unaudited) (Unaudited)
178,064 96,543
79 62
1,026 480
(5,405) -
586,014 411,169

3,712 (2,953)
(2,785) 4,249
760,705 509,550
(39,038) -
721,667 509,550

(494) 471)

(94,247) (29,987)
(781,200) -
187,500 -
714,885 -

- (131,250)

- (336,295)

26,444 (498,003)
309,370 -
309,370 -
1,057,481 11,547
55,461 2,052
1,112,942 13,599

1) Cost of projects under development transferred to construction work in progress amounted to

SR 202.94 million

2) Addition to construction work in progress against due to a related party amounted to SR 52.81 million.

The accompanying notes form an integral part of these consolidated interim financial statements

-4-
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SAHARA PETROCHEMICAL COMPANY AND SUBSIDIARY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS
FOR THE THREE MONTHS AND NINE MONTHS ENDED SEPTEMBER 30, 2006
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ORGANIZATION AND ACTIVITIES

Sahara Petrochemical Company (“the Company”) is a Saudi Joint Stock Company registered under
commercial registration number 1010199710 dated 19 Jumada I, 1425 (July 7, 2004). The authorized,
issued and fully paid share capital of the Company, amounting to SR 1,500 million, was divided into 30
million shares of SR 50 each. Based on the directives of The Custodian of the Two Holy Mosques, Capital
Market Authority issued decision No. 4-154-2006 dated 27/2/1427H (March 27, 2006) where they decided
to split the par value of the shares of all the listed companies to SR 10 per share. Based on the above
decision, the number of shares of the Company was increased to 150 million shares of SR 10 each starting
from April 2006.

On September 2, 2006, Al Waha Petrochemical Company (“the Subsidiary”), a Saudi limited liability
company registered under commercial registration number 2055007751 was incorporated with a share
capital of 1,237.5 million. The Subsidiary is owned 75% by the Company and 25% by Basell Arabie
Investissements SAS.

The principal activities of the Company and its Subsidiary (“the Group™) are to invest in industrial projects
in the petrochemical and chemical fields and to own and execute projects necessary to supply raw
materials and utilities. The Group incurs costs on projects under development and subsequently establishes
a separate company for each project that has its own commercial registration. Costs incurred by the Group
will be transferred to separate companies when they are established.

In April 2006, the Company contributed SR 781.2 million as its 32.55% share in Tasnee and Sahara
Olefins (Closed Joint Stock Company), an associated company.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated interim financial statements have been prepared in accordance with the
Standard of Accounting for Interim Financial Reporting issued by the Saudi Organization for Certified
Public Accountants. Significant accounting policies adopted by the Company are summarized as follows:

Accounting convention
The financial statements are prepared under the historical cost convention.

Principles of consolidation

The consolidated interim financial statements include the accounts of the Company and its Subsidiary as
mentioned above. All significant inter-company balances and transactions have been eliminated upon
consolidation.

Revenue recognition
Income from Murabaha placements and deposits are recognized on accrual basis.

Expenses
General and administrative expenses generally comprise of salaries and related expenses of staff involved in
such activities, rent, subscription etc. Costs related to project under development are capitalized.
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SAHARA PETROCHEMICAL COMPANY AND SUBSIDIARY
(SAUDI JOINT STOCK COMPANY)

NOTES TO THE CONSOLIDATED INTERIM FINANCIAL STATEMENTS (Continued)
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Investments

Investments in held to maturity securities, Murabaha placements and equity portfolios are classified
according to the Group’s intent with respect to those securities. Held to maturity securities are stated at
amortized cost, adjusted for the related premium or discount. Murabaha placements-are classified as
trading investments and are stated at fair value, and unrealized gains and losses thereon are included in the
statement of income. Investments in equity portfolios are classified as available for sale and are stated at
fair value, and unrealized gains and losses thereon are included in stockholders’ equity. Where the fair
value is not readily determinable, such financial instruments are stated at cost less allowance for
impairment in value.

Income from investments in financial instruments is recognized when dividends are declared.

Investments in associate

An associate is an enterprise in which the Company is in a position to exercise significant influence,
through participation in the financial and operating policy decisions of the investee. The results and assets
and liabilities of associates are incorporated in these financial statements using the equity method of
accounting. Where reliable financial data is not available, the associated companies are recorded at cost
and related income is recognized when dividends are received. The carrying amount of such investments is
reduced to recognize any impairment in the value of the individual investments.

Cost of projects under development
Projects under development costs represent costs incurred for the study and development of industrial
projects and are accounted for at cost. Costs are written-off when projects are deemed not feasible.

Property and equipment
Property and equipment are stated at cost less accumulated depreciation. Depreciation is provided over the
estimated useful lives of the applicable assets using the straight line method.

Foreign currency translation

Transactions denominated in foreign currencies are translated into Saudi Riyals at exchange rates prevailing
on the dates of such transactions. Monetary assets and liabilities denominated in foreign currencies are
translated into Saudi Riyals at exchange rates prevailing at the interim balance sheet date. Exchange gains or
losses are credited or charged to consolidated interim statement of income.

Cash and cash equivalents
Cash and cash equivalents include cash, demand deposits and highly liquid investments with original
maturities of three months or less.

End-of-service indemnities
End-of-service indemnities, required by Saudi Arabian Labor Law, are provided in the financial statements
based on the employees' length of service.

Statutory reserve
In accordance with Regulations for Companies in Saudi Arabia, the Company has established a statutory
reserve by the appropriation of 10% of net income until the reserve equals 50% of the share capital. This
reserve is not available for dividend distribution. Statutory reserve is appropriated at the period end based
on period end net income and any difference between the amount appropriated and the actual is adjusted at
the fourth quarter.
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Zakat

The Company is subject to zakat in accordance with the regulations of the Department of Zakat and Income
Tax (“DZIT”). Zakat is calculated and accrued for the period based on estimation. Zakat is recorded at the
year end based on year end figures and any difference between the estimate and the actual is adjusted at the
fourth quarter. Any difference between the estimate and final assessment is recorded when settled.

3. EARNINGS PER SHARE

Earnings per share are computed by dividing net income for the periods by the number of shares
amounting to 150 million shares (note 1).

4. RESULTS OF INTERIM PERIOD
The results of the interim period are not an indication of the results for the year.
5. CAPITAL COMMITMENTS

The Group entered into an agreement with the consortium of Techimont Arabia Ltd. and Daelim Saudi
Arabia Co. Limited for the construction of a Propane Dehydrogeneration and Polypropylene plant at Jubail
Industrial City, Kingdom of Saudi Arabia. The total cost of the project is estimated at SR 3,830 million
and includes the construction of two petrochemical plants for Propane and Polypropylene with the annual
capacity of 450,000 tons and 460,000 tons respectively. The total cost of the project will be partly financed
by a consortium of banks.



