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INDEPENDENT AUDITORS’ REPORT February 24, 2014

To the Shareholders of Alujain Corporation
(A Saudi Joint Stock Company)

Scope of audit

We have audited the accompanying consolidated balance sheet of Alujain Corporation (the
“Company”) and its subsidiary (collectively referred to as the “Group”) as of December 31, 2013
and the consolidated statements of income, cash flows and changes in shareholders’ equity for the
year then ended, and the notes from (1) to (27) which form an integral part of the consolidated
financial statements. These consolidated financial statements, which were prepared by the
Company in accordance with Article 123 of the Regulations for Companies and presented to us
with all information and explanations which we required, are the responsibility of the Group's
management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in Saudi Arabia.
Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting policies used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

Unqualified opinion

In our opinion, such consolidated financial statements taken as a whole:

e Present fairly, in all material respects, the financial position of the Group as of December 31,
2013 and the results of its operations and its cash flows for the year then ended in conformity
with accounting standards generally accepted in Saudi Arabia appropriate to the circumstances
of the Group; and

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

(A Saudi Joint Stock Company)

Consolidated balance sheet

(All amounts in Saudi Riyals thousand unless otherwise stated)

As at December 31,

Note 2013 2012
Assets
Current assets
Cash and cash equivalents 4 270,681 59,219
Investments in Murabaha Funds 15,000 8,035
Accounts receivable, net 5 319,410 262,407
Prepayments and other assets 6 29,589 35,489
Due from related parties 7 15,153 30,019
Inventories, net 8 313,185 283,373
963,018 678,542
Non-current assets
Investments, net 9 44,038 44 428
Projects under study, net 10 251 11,662
Advance against investment 11 5,000 -
Intangible assets, net 12 44,375 39,346
Property, plant and equipment, net 13 2,481,691 2,585,816
2,575,355 2,681,252
Total assets 3,538,373 3,359,794
Liabilities and shareholders' equity
Current liabilities
Short-term loans 14 142,496 120,000
Current portion of long-term loans 15 244,670 140,000
Accounts payable 127,721 136,875
Accrued and other liabilities 16 213,411 200,840
Due to related parties 7 3,271 4,832
Zakat provision 17 15,588 8,483
747,157 611,030
Non-current liabilities
Long-term loans 15 1,446,465 1,600,359
Derivative financial instruments 18 45,065 79,944
Employee termination benefits 19 19,196 15,792
1,510,726 1,696,095
Total liabilities 2,257,883 2,307,125
Equity
Equity attributable to shareholders of the Company:
Share capital (69,200,000 shares of SAR 10 per share) 692,000 692,000
Statutory reserve 20 23,255 17,316
Cumulative changes in fair values of derivatives (20,963) (37,763)
Retained earnings/(accumulated deficit) 53,447 (50,433)
Total shareholders' equity 747,739 621,120
Non-controlling interest 532,751 431,549
Total equity 1,280,490 1,052,669
Total liabilities and equity 3,538,373 3.359.794
Contingencies 27

The attached notes on pages 7 to 23 form an integral part of these consolidated financial statements.
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ALUJAIN CORPORATION
(A Saudi Joint Stock Company)
Consolidated income statement

(All amounts in Saudi Riyals thousand unless otherwise stated)

Sales
Cost of sales

Gross profits

Operating expenses
Selling and distribution expenses
General and administrative expenses

Income from operations

Other income (expenses)

Net insurance compensation

Financial charges

Advance against investment written-off
Provision against projects under study
Projects under study written-off

Project development cost

Foreign currency exchange loss

Change in fair value of derivative financial instruments
Amortization of intangible assets

Provision against available for sale investment
Other income

Income before zakat and non-controlling interest
Zakat

Income before non-controlling interest
Non-controlling interest

Net income for the year

Earnings per share:

Income from operations
Net income for the year

The attached notes on pages 7 to 23 form an integral part of these consolidated financial statements.

Note

21
22

24
15

10
10

18
12

17

23
23

Year ended December 31,

2013 2012
1,876,203 2,111,941
(1,532,349) (1,819,521)
343,854 292,420
(26,094) (23,710)
(58,072) (53,696)
259,688 215,014
50,229 -
(79,977) (100,163)
- (1,040)
(310) -
(11,101) (5,600)
(6,366) (2,189)
(645) (2,828)
5,611 5,740
(9,971) (9,392)
(390) (753)
488 862
207,256 99,651
(8,703) (1,564)
198,553 98,087
(88,734) (46,409)
109.819 51,678
(Saudi Riyals)

3.75 3.11
1.59 0.75




ALUJAIN CORPORATION

(A Saudi Joint Stock Company)

Consolidated cash flow statement

(All amounts in Saudi Riyals thousand unless otherwise stated)

Note
Cash flow from operating activities
Net income for the year
Adjustments for non-cash items
Depreciation 13
Amortization of intangible assets 12

Impairment provision against available for sale investment 9
Loss on disposal of property, plant and equipment

Provision against projects under study 10
Projects under study written-off 10
Advance against investments written-off

Zakat provision 16
Derivative financial instruments

Income from investments in Murabaha Funds 17
Income attributable to non-controlling interest

Employee termination benefits provision 19

Financial charges
Changes in working capital:
Accounts receivable
Prepayments and other assets
Due from related parties
Inventories
Accounts payable
Accrued and other liabilities
Due to related parties
Employees’ termination benefits paid 19
Zakat paid 17

Net cash generated from operating activities

Cash flow from investing activities

Movement of short-term investments in Murabaha Funds
Security deposit

Additions to projects under study

Advance against investments

Investment in joint venture

Purchase of property and equipment 13

Net cash utilized in investing activities

Cash flow from financing activities

Repayment of long-term loans 15
Proceed of long-term loans 15
Repayment of short-term loans 14
Proceed of short-term loans 14
Deferred financial charges incurred 12

Changes in non-controlling interest
Financial charges paid

Net cash utilized in financing activities

Net change in cash and cash equivalents
Cash and cash equivalents - beginning of the year

Cash and cash equivalents - end of the year

Supplementary information for non-cash transactions

Advance against investment transferred to investment in joint venture

Provision for slow moving inventories written-off

The attached notes on pages 7 to 23 form an integral part of these consolidated financial statements.

Year ended December 31,

2013 2012
109,819 51,678
180,561 176,920

9,971 9,392

390 753

1 -

310 -
11,101 5,600
. 1,040

8,703 1,564
(5,611) (5,740)
(136) (50)
88,734 46,409
5,428 4,828
79,977 100,163
(57,003) (165,018)
5,900 (2,687)
14,866 (25,194)
(29,812) 14,632
(21,622) (43,126)
12,571 19,294
(1,561) (4,213)
(2,024) (1,679)
(1,598) (1,622)
408,965 182,944
(6,829) (4,472)

- 31,529
- (5,676)
(5,000) -
- (21,394)
(76,437) (46,948)
(88,266) (46,961)
(1,049,224) (191,984)
1,000,000 -
(120,000) -
142,496 120,000
(15,000) -
12,468 9,081
(79,977) (100,163)
(109,237) (163.066)
211,462 (27,083)
59,219 86,302
270,681 59,219
- 10.606
(3,845) -
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ALUJAIN CORPORATION

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended December 31, 2013
(All amounts in Saudi Riyals thousands unless otherwise stated)

General information

Alujain Corporation (the “Company”) and its subsidiary (collectively the Group) consist of the Company and its
Subsidiary National Petrochemical Industrial Company (NATPET). The Company is a Saudi Joint Stock
Company incorporated and operating in the Kingdom of Saudi Arabia under Ministerial Decision No. 694, dated
Jamad Thani 15, 1412H (corresponding to December 21, 1991) and obtained its Commercial Registration on
Rajab 3, 1412H (corresponding to January 7, 1992).

The objectives of the Company are to promote and invest in metal and petrochemical industries and other
industrial projects.

The accompanying consolidated financial statements include the accounts of the Company and its Subsidiary,
(NATPET) in which the Company owns 57.4 % ownership interest (2012: 57.4%). NATPET is in the business of
manufacturing and selling Polypropylene. NATPET's Polypropylene (PP) Complex in Yanbu Industrial City
commenced commercial production on August 6, 2010.

During the first quarter ended March 31, 2013, the Group announced that, in line with the normal industrial
practice, the Propylene and Polypropylene Complex was shut down for a period of approximately 22 days
starting January 27, 2013 for turnaround procedures. Due to certain unforeseen mechanical maintenance
requirements, the shutdown was extended for another period of 17 days in order to complete the maintenance.

Summary of significant accounting policies

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

21 Basis of preparation

The accompanying consolidated financial statements have been prepared under the historical cost convention
on the accrual basis of accounting, as modified by revaluation of available-for-sale investments and derivative
financial instruments to fair value, and in compliance with the accounting standards promulgated by the Saudi
Organization for Certified Public Accountants (“SOCPA”").

2.2 Critical accounting estimates and judgments

The preparation of financial statements in conformity with generally accepted accounting principles requires the
use of certain critical estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting year. Estimates and judgments are continually evaluated and are
based on historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Management makes estimates and assumptions concerning the future
which, by definition, seldom equal the related actual results.

2.3 Investments

a) Subsidiaries

Subsidiaries are entities over which the Group has the power to govern the financial and operating policies to
obtain economic benefit generally accompanying a shareholding of more than one half of the voting rights. The
existence and effect of potential voting rights that are currently exercisable or convertible are considered when
assessing whether the Group controls another entity.

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They are de-
consolidated from the date that control ceases. Also, subsidiaries are not consolidated if the control is
temporary. Such subsidiaries are accounted for using the equity method of accounting.



ALUJAIN CORPORATION

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended December 31, 2013
(All amounts in Saudi Riyals thousands unless otherwise stated)

The purchase method of accounting is used to account for the acquisition of subsidiaries. The cost of an
acquisition is measured as the fair value of the assets given or liabilities incurred or assumed at the date of
acquisition, plus costs directly attributable to the acquisition. The excess of the cost of acquisition over the fair
value of the Group’s share of the identifiable net assets acquired is recorded as goodwill and is tested
annually for impairment and carried at cost, net of any accumulated amortization and impairment losses, if
any.

Inter-company transactions, balances and unrealized gains on transactions between Group companies are
eliminated. Unrealized losses are also eliminated. Accounting policies of the Subsidiary has been changed
where necessary to ensure consistency with the policies adopted by the Group. Subsidiaries over which the
Company has temporary control or where they are under restructuring, are not consolidated and accounted for
as associates.

b) Associates and joint venture

Associates are entities over which the Group has significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting rights. Investments in associates and joint venture are
accounted for using the equity method of accounting and are initially recognized at cost. The Group’s
investment in associates and joint venture includes goodwill identified on acquisition, net of any accumulated
amortization and impairment losses, if any.

The Group's share of its associates and joint venture’s post-acquisition income or losses is recognized in the
consolidated income statement, and its share of post-acquisition movements in reserves is recognized in
reserves. The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment. When the Group’s share of losses in an associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does not recognize further losses, unless it has incurred
obligations or made payments on behalf of the associate.

Unrealized gains on transactions between the Group and its associates joint venture are eliminated to the
extent of the Group’s interest in the associates and joint venture. Unrealized losses are also eliminated unless
the transaction provides evidence of an impairment of the asset transferred.

Dilution gains and losses arising in investments in associates are recognized in the consolidated income
statement.

C) Short-term investments in Murabaha funds

Short-term investments in Murabaha funds are carried at fair value and included under current assets.
Changes in fair values are included in the consolidated income statement.

d) Available-for sale investments

Available-for-sale investments principally consist of less than 20% equity investments in certain
quoted/unquoted investments. These investments are included in non-current assets unless management
intends to sell such investments within twelve months from the balance sheet date. These investments are
initially recognized at cost and are subsequently re-measured at fair value at each reporting date as follows:

0] Fair values of quoted securities are based on available market prices at the reporting date adjusted for
any restriction on the transfer or sale of such investments; and

(i) Fair values of unquoted securities are based on a reasonable estimate determined by reference to the
current market value of other similar quoted investment securities or is based on the expected
discounted cash flows.

Cumulative adjustments arising from revaluation of these investments are reported as separate component of
equity as fair value reserve until the investment is disposed.



ALUJAIN CORPORATION

(A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the year ended December 31, 2013
(All amounts in Saudi Riyals thousands unless otherwise stated)

2.4 Foreign currency translations
(a) Reporting currency

The financial statements of the Group are presented in Saudi Riyals which is the reporting currency of the
Company.

(b) Transactions and balances

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

25 Accounts receivable

Accounts receivable are carried at original invoice amount less provision for doubtful debts. A provision
against doubtful debts is established when there is objective evidence that the Group will not be able to collect
all amounts due according to the original terms of the receivables. Such provisions are charged to the income
statement and reported under “General and administrative expenses”. When accounts receivable are
uncollectible, they are written-off against the provision for doubtful debts. Any subsequent recoveries of
amounts previously written-off are credited in the consolidated income statement.

2.6 Cash and cash equivalents

Cash and cash equivalents include cash in hand and with banks and other short-term highly liquid investments
with maturities of three months or less from the purchase date, if any.

2.7 Property, plant and equipment

Property, plant and equipment are carried at cost less accumulated depreciation except construction in
progress which is carried at cost. Depreciation is charged to the consolidated income statement, using
straight-line method to allocate the costs of the related assets to their residual values over the following

estimated useful lives:

Number of years

o Plant and equipment 10-20

° Buildings 20

° Computers 3-4

° Furniture and fixtures 5-10

o Leasehold improvements 3 — 10 (or the period of the lease)
. Vehicles 4

° Office equipment 5-10

o Laboratory and safety tools 5-10

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

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

The cost of planned turnaround are deferred and amortized over the period until the date of the next planned
turnaround. Should an unexpected turnaround occur prior to the previously envisaged date of planned
turnaround, then the previously unamortized deferred costs are immediately expensed and the new turnaround
costs are amortized over the period likely to benefit from such cost.
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