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SPECIAL REPORT ON CONSOLIDATED FINANGIAL
STATENENTS PRESENTED IN UNITED STATES DOLLARS

INDEPENDENT AUDITORS REPORT

To the shareholders of
The Saudi Arablan Amiantit Company
(A Saudi Joint Stock Company)

We have audited the accompanying consolidated balance sheet of The Saud! Arablan Amiantit
Company {the “Company”) and Subsidiaries {collectively the *Group”) as of December 31, 2008
and the related consolidated statements of income, cash flows and changes in shareholders’
squity for the year then ended, and the notes which form an integral part of the financial
staternents. These consolidated financial statements, which were prepared by the Company and
presented 1o us with all information and explanations which we required, are the responsibility of
the Group's management. Our responsibility is fo express an opinion on these consolidated
financial statements based on our audi,

We conducted our audit in accordance with auditing stendards generally accepted in Saudi Arabia,
Those standards require that we plan and perform the audit %o obiain reasonable assurance about
whether the financial stetements are free of material misstaternent,  An audit inciudes examining,
on & est basis, evidence supporting the amounts and disclosures in the financial statements.  An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial sistement presentation.” We believe that
our audit provides 3 reasonable basis for our opinion.

In our opinion, such consofidated financial statements taken as a whole present fairly, in ‘all
material respects, the financial position of the Group as of December 31, 2008 and the results of
its operations and its cash flows for the year then endad in conformity with accounting principles
generally accepted in Saudi Arabla appropriate to the circumstances of the Group.

Without qualifying our opinion, we would like to draw aftention fo Note 2 which describas the
functional and the reporting currencies of the Group. The Group prepares consolidated financial
statements 'in Saudi Rivale which Is the principal reporting currency of the Group. The
sccompanying consolidated financial statements in United States dollars have been prepared for
the convenience of readers pulside Saudi Arabia,  using - & conversion rate of
United States dollars 1 = Saudi Rivals 3.78 which approximates the exchange rate prevailing
during aff periods presented. Such fransiation from Saudi Rivais to United States dollars did not
resull In any significant  franslation  adjustiment. The accompanying consolidated financial
statementis expressed In United States dollars are not infendsd for filing with any regulatory
agencies,
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THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Baudi Joint Stock Company)
Consolidated balange shest

{All ammounts in United Stales dollars thousands unless otherwise stated)

Asgseis

Current assefs

Cash and cash aquivalants
Agcounts receivable
inventories

Prepayments and cther recel
Non-current assets held for s

ahles

193
y
ale

Non-current agssts
investment in associates
Property, plant and equipment
intangible assets

Deferred income tax assels
Other non-purent gssets

Totz! asseis

Ligbilities

Current Habilittes

Short-term borrowings

Current maturity of long-te

Current maturity of ligbili

Acnounts payabie

Accrued and other labillies

Zakal and taxes pavablz

Liabilities asscciated with nor-currend assels
heid for sale

T porrowings

Non-current Habilities
Long-term borrowings
Liabilities against capital leases
Employee termination benefiis
Warranty provisions

Other non-current liabilifies

Totat Habilities

Souity

Equity atirtbutable {0 sharsholders of the Company:

Share capital

Statutory reserve

Fetainsd samings

Currency translation differences
Total shareholders’ squity
Minority interest
Total equity
Total liabilities and squity

Contingencies and conunitments

The notes on pages 7 1o 27 form an inlegral part of these consolidated financial statements.

agains! capilal leases

(o]

Note

g

2
10
11

e

12

13
14

o)

18

13

18
19

21

22

28

As at December 31,

2008 2008
113,420 87,770
389474 450,665
208,658 291,483

10,8865 18,408
17,722 -
738,128 848 296
91,054 81,737
242,518 256,082
2,002 7212
3,879 4,246
4,247 3,430
343,487 352,717
1,081,826 1201 013
240,081 383,811
11,366 12,492

3,260 3,250
107,888 112,847

28,832 118,670
44,380 31,032

2,601 -

505,189 851,702

24,582 18,766
5,500 9,760
8,747 26,177
18,042 8.657
5,565 8,672
73,436 68 952
578,628 730654
310,118 2013
31,214 258,811
84,844 52,237

4,163 {1,682)

440,431 386,483
52,870 73,895
503,004 470 359
1,081,628 1.201.013




THE SAUDI ARABIAN AMIARNTIT COMPANY ARD SUBSIDIARIES

{A Saudi Joint Stock Company}

Consolidated income statement

(Al amounts In United States doliars thousands uniess stherwiss stated)

Year ended December 31,

Note 2008 2008
Sales 4.20 878,103 1073717
Cost of sales 20 {647 858} 1826 371)
Gross profit 230,448 247 348
Operating expenses
Sefing and marksling 23 {23,830% {25,488
General and administrative 24 {82,335} {100,254)
Income from operations 123,283 121,823
Cther income {expenses}
Share in nst income of assoniales 2 5830 14,838
Financial charges 5142,1314,28 {23,985} 41,700
Other 25 {25,240} 8,244
income before forsign income laxes, . o e
e : 0% 003
zakat and minority interest 78,907 163,00
Foreign income taxes 17 {8,037} {10,559)
Zakat 17 {8,348} (4,737}
come before minority interest 62,522 82,707
Minority intzrest {8,528} {15938
Net income for the year 53,093 82,752
Earnings {foss) per share {United States dollars): 27
# Operaling incoms 5.07 1.05
s Non-opsgrating loss {2.80) .50
= Netincoms forthe year 0.47 .54

The noles on pages 7 o 27 form an integral part of these consolidated financial siatements.



THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES
{A Saudi Joint Stock Company)
Consolidated cash flow statement

(Al amounts in United States dollars thousands unless otherwise staled)

Note

Cash flow from operating activities
Met income for the year
Adiustments for non-cash ftems

«y

Share i net income of associates
Gain from disposal of an invesiment 25
Depreciation, amortization and provisions
Deferred income {ax charges 17
Income applicable o minorily interest

Changes in working capital

Accounis receivable

inverdories

Prepaymenis and olbher recevables

Accounts payable

Accrued and other labilites

Emplovees termination benefils -
Nei cash generated from operating aciivities

Cash flow from investing activities

Proceads from dispossat of non-current assets held for sals
investmeants

Proceeds from disposal of an invesiment

Dividends receivad from associates

Purchase of property, plant and equipment

intangible assets and other

Met cash (utilized in) generated from investing activilies

Cash flow from financing activities

Changs In shor-term borrowings

Procesds from leng-term borrowings
Repaymeris of long-tenmn bormowings

Proceeds from sale and lesseback of assels
Repayments of iabilities against capiial leasses
Ciividends paid

Dividends paid by subsidiaries to minority inferest
Board of Directors’ fee paid

Changes i minorily interest and other

MNet cash {utilized In) ganeraied from financing acliviles

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash eguivalenis at end of year 5

The notes on pages 7 1o 27 form an integral part of these consolidated financial stztaments.

5

Year ended December 31,

2009 2008
53,093 62,762
{5,850) £14,538)

. (23,208
86,557 83,509
938 2,048
8,529 19,956
49,048 (53,829
1,557 (76.858)
5,323 (1,349)
{8,532 (25,420
(18,558) 44,700
(421) 1,326
234,505 5,789
{13,880} {4,650}
. 44,938
2,567 1,482
(27,533) (47,828)
350 (1,842
(38,496) 8,019

{144,738} 38,323

17,088 16,439
{14,243) (38,205)
. 13.000
{3,250} {2,750
{18,400} .
{8,018) (2,204
{480} .
(418) (2,220

(170,459} 18,203
25,650 34,011
87,770 53,759

143,420 87.770




THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES
{A Baudi Joint Stock Company)

Consoclidated statemen? of changes In shareholders’ eguily

(At amounts in United States dollars thousands unless otherwise stated)

January 1, 2009

Net income for the year

Transfer io slalutory
reserve

Dividends

Board of Direclors” fee

Adjustmenis

Decambear 31, 2008

January 1, 2008

Netincome for the vear

Transier to statulory
reserve

Adjustments

Decamber 31, 2008

Currency
Share Statutory Retzined  translation
Note Capital reserve earnings  differences Total
310,113 25811 82,231 {1,882) 386,463
- - §3.692 . 53,893
22 - 8,400 {5.400) -
25 - . (18,400 - {15,400
: . (480) {480}
- - 5858 58865
316,113 31,211 94,844 4,183 440 434
310,113 19,636 5,754 18,641 362,044
82,782 - 82,752
22 - 8275 {8,275y -
- ~ ~ {18,333; {18,333
210,113 256,811 52,231 {1.692) 388,483

The notes on pages 7 16 27 form an infegral part of these consolidated financial statemants,



THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Baudi Joint Btock Company}

Notes to the consolidated financial statements for the vesar ended Decamber 31, 2008
{All amounts in United States dollars thousands unliss otherwise stated)

General information

The Baudi Areblan Amiantit Company tthe "Company” or “SAAC"Y and s subsidiaries (collectively the
“Group”) consist of the Company and its vadous Saudi Arabian and forsign subsidisriss. Group Is
sr’rc&p ally engagad in manufaciu ring and seiling various types of pipes and related products, tcensing of

d technologies and supply of pipe manufacturing machines, and waler management services including
ted consultancy, engineering and operations.

The Company is a joint slock company registered in the Kingdom of Saugi Arabia under Commarcial
Registration No. ”(‘569""“& issseo m Jan““.am on 17 Rabil 1?&) H guwe 13, 1968, The regislerad

;&ﬁdm%s of the Comperny s P.O. B st industrial Area, Dammam 314214, Kingdom of Saudi Arabla,
Following s the fist of principal subsid ’ICQJded in the Group:
Effective ownearship
Country of percentage at
Subsidiary incorporation Gecamber 31,
2008 2008
Amiantit Fiberglass Industries Limited (AFIL) Saudi Arabia 100 100
Amiantit Rubber Industries Limited (ARIL) Saudi Arabia 80 &0
Saudi Arablan Ductlis ron Pipe Co. Lid. (SADIP) Saudi Arabia 100 75
Ameron Saudi Arabia Lid. (ASAL) Saudi Arabia 58,70 89.70
Bondstrand Limited {50 Saudf Arabia 80 50
Saudi Arabia Concrete Products Lid, (SACUR Saudi Arabia 58.80 58,80
Fiberglass Pipes Company Lid. (FPC) Saudi Arabia 51 51
international infrastructure Management and
Operations Company Uimited (AMIWATER) Saudi Arabia : 100 100
Alalamiah Water Works and
Services Company Lid. (AWWS) Saudi Arabia 75 75
Composite Pipes Industries LLG{ CP?; Oman 51 51
Amiantit Bahrain Holding Lid W.LL. (ABH) Bahrain 100 -
Flowtits Technology Bahrain WL {F%ecm Bahrain 100 100
Amitech Germany GmbH Germany 106 100
Jos Hansen & Soehne GimbHM (Jos) Germany 70.28 7025
JR international Bau GmbH ORI Germany 70.25 7025
PWT Wasser- und Abwassernechnik OmbH (PWT) - Oermany B4 30
Flowiite Technology A.S. Norway 100 100
Amitech South Africa (Ply) Lid South Africa 100 100
Amitech Indusirial SOJTh Africa (Ply) Lid. South Africa 100 100
Subor Boru San, Tic, AB. Turkey 50 50
Amitech Poland Spz oo, Poland 93.80 93.80
Arnitech Spain S.A Spain 100 100
Amitech Industrial Spain S.A, Spain 106 106
Arniantil Fiberglass Indusiries {Indig) Pyt Lid. india 70 70
Amitech Astana LLC Kazakhsian 81 51
APS France SAS. France 100 106
APS Romania SRL Romania 160 100
APS Norway AS. Norway 100 hiee

G‘«;v‘nm's'*aép interesis in the subsidiaries are generally regislersd in the name of SAAC or in the name of cenain

mermediate holding comparies. In addition, ownership interests in certgin subsidiaries are fegisterad in the
name of other s ubsmxanns which hold such interests on behalf of SAAC under trustes arrangements.

g



THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Motes {o the consolidated financial statements for the vear ended December 31, 2009
(Al amounts in United States dollars thousands unless olherwise staled)

Certain of the subsidiades arg dependent on financial support from SAAC. Group managament balisves that
such subsidiaries will cerﬁefa?“ positive cash flows In the Biture and SAAC inends 1o provide adequals
financial support 1o them, § needed, to enable them to continue their operalions. Canvin of prop

plant and equipment (net of impairment loss) of these subsidiaries amounied
dollars 6.3 million at December 31, 2008

During 2009, the Group has!

« increased iis effective sharsholding in SADIP from 78% to 100% through an acqu n of 28% equity
interest from ity minority shareholders, including 5% from & reiatad party, against 2 cash sonsideration of
LIS doliars 7.2 mitlion;

® formed ABH principally to act ag a sub-holding for the manufacturing subsidiaries in Bahrain

® initiated procesdings for Hguidation of cerdain of its subsidiaries a8 3 par of corporate restructuring. The
Group’s management does nol expect any significant gains or losses upon Bquidation of such
subsidiaries; and

= - offersd 1o sell #is 51% eguily interest in CP involved in pipe manufaciuring. The Groug's management
expeacts to finalize the sale ransaction during 2010, Also ses Noie 8.

During 2008, the Group:
= increased Hs shareholding in Jos and JR o 70.258%; and

e docided o iiqa'daie Amiantit Technology Lid, WLL and Amipox infernational Lic. WLL afler ransterring all
thair asseis, abilities and operations to Flech,

The accompanying consolidated financial statements were authorized for issue by the Board of Directors on
February 22, 2018,

Summary of significant accourding policies

Th{s wrinsipatl accounting pol financiel statements are 56t
";

ut kelow. These policies b

2.1 - Basis of preparation

staternents have been prepared under the hisiorical cost convention
ok by revaluation of dervative f‘namc»&i instruments o Tair value,
andards promulgated by Saudi Crganizalion for Certifisd Publ ic

The accompanying consolidalad financia
on the azcrual basis of accounting, as m
and in compliance with accounting stan
Accountants.

2.2 Critical accounting estimates and judgments

The preparation of financial statements in conformity with generally accspted accounting principles requires
the use of certain gritical estimates and :3%%&'»;}"(}?13 that affact the reported amounis of assets and Labilies
and disclosure of contingsnt assets and Habilities at the repurting date and the reporiad amounis of revenuss
and expanses during the reporting period. Estimates and judgments are continually evaluated and are based
on historical experience and other faclors, ncluding expeciations of future svenis tha! are believed o be
reasonable under the circumstances. The Company makes estimates and assumptions concerning the future,
The resulling accounting estimates will, by dsfinition, seldom egual the reiated aciual results. The estimates
and assumptlions that have a significart risk of causing a material adjusiment o the carrying amounts of
assels within the next reporting period are discussed below:

{a} - Provision Tor doubiful debis

Provision for doubiful debls reflects estimate of losses arsing from the faiiure or inability of the customars to
make the reguired payments In the normal course of business, Collections from customers are confinuously
monitored and provisions are recognized based on the agsing of the accounts receivable, the customars’
credit worthiness, general market conditions and the historic wite-olf experience. Changes to the estimatsd
provision are “{}ade it the financial condilion of the customers improves or deteriorates

>4



THE SAUD!I ARABIAN AMIANTIT COMPANY AND SURSIDIARIES

{A Saudi Joint Stock Company)

Notes to the consolidated financial statements for the vear ended December 31, 20068
{All amounts iIn United States dollars thousands unless olherwise staled)

(o) Provision for inventory obsolescence

Provision against obsolete inveniories is recognized considering age, physical condition and expested
ufifization of inventories. Such estimates are influenced by level of custorization of products, technclogicsl
changes and sx;:zem“iﬁ ternal consumption of inventories. These factors could result In variation i provision
‘f;c:egmzwd against inveniory obsolsscence.

{o}  Warr

fily pro visions

Management estimates provision for future warranly claims based on historical warranty claim
irformation and recent trends that might suggest that past cost information may differ Fom fulurs claims,
Factors impacting the estimated claim information include the success of the Group companies productivity
and guality initiatives,

{y  Useful lives of property. plant and aquipment

Management eslimates useful lives and residual values of property, plant and squipment based on the
wrended use of assels and the sconomic lives of thoss assels. Subsequent changss in o ey mstances such as

clad usage, physical wear and lear, and iechnologios) or commercial obsolescsnce of sssels concermed
could result in ‘h», & actual uselul lives or residual valuas differing from Initial estimates.

{ey  impairment of assels

Managament assesses the impairment of non-curent asssls whensver avenis or changes in oir um’i”mx::»::s
indicate that the carrying value may not be recoverable. Factors that are considered imporiant which could
frigger an impaiment review include evidence that no cash fows will be generated from the related asset The
recoverable ameam‘s of cash generating unifs have been delermined based on valug-in-use caloulations and
require the use of estimates.

) income laxes

The Group companies arg sasb;%ecf. o income texes in numerous jurisdictions. Sgnif want §u<ﬂ3mﬁm is required
i1 determining the provision for income taxes. There are ransactions and calcuietions for which the ultimaie
tax determination is tmc&:rﬁa;’n Where the final 1ax outcome of these matters is different from the amounts that
were initially recordad, such differences will impact the current and deferred income tax assets and flabilities in
the period in which such determination s madea.

(

2.3 investmenis
{2} Subsidiariss

Subsidiaries are entilies over which the Group has the power io govern the financial and operaling ;}Oiiaim 0

oblain economic benafit generally accompanying 8 shargholding of more than one half of the voling righis.
Subsidiaries are fully consplidated from the date on which conrol is transferred 1o the Grou noand are dee
consolidated from the date that control caasss.

The purchase method of acrsomféng is used fo account for the acguisition of subsidiares. The cost of an
acnuis ‘i‘ on is measured as the fair value of the assets given up or liabiliies ncurred or assumad at the date of
acquisition, plus costs ¢i racﬂy atiributable to the acquisition. The excess of the cost of acquisition over the falr
value of the Group's share of the identifiablz net assals mcquired is recorded as goodwill. Goodwill arising from

acguisition of subsidiaries is reporied under “intangible assels” in the balance sheel, Goodwill is tested
annually for impairment and carried at cost, net of impatnnent losses.

Inter-company 2{?;’1930%%0%; balances and unreslized gains on fransactions between Group companies are

shminated. Unrealizad psses ara also sliminatsd.

by Associales

Assoclates are entities over which the Group hias significant influence but not conirel, generally sccompanying

a shareholding of betwesn 20% and 80% of the voling rights. Invesimenis in associates are accounied for

usm the eguity method of accounting and are intially recognized at cost. The Giou;js investment in
ssociates includes govdwill identified on acquisition, which is adjusied subseguently for | impai irment loss, i

ﬁy



THE SAUDI ARABIAN ANHANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Motes to the consolidated financial statements for the year ended December 31, 2008
(Al amounts in United States dollars thousands unless othervwise stated)

The Group's share of is assoclates’ post-acguisilion income or Ineses is recognizad in the Income statement,
ardd {is share of post-acquiziiion movements in reserves is reocognized in reserves. The cumulative post
acquisition movements are adjusted against the carrying amount of the Investment. When the Group’s share
of Iosses in an assoclate equals or exceeds s intersst in the asssociate, including any other unsscured
recelvables, the Group does not recognize further losses, unless it has incurred obligations or made paymenis
on behalf of the associate.

Unrealized gains on lransactions between the Group and s aa*@cia‘as are eliminated o the extent of the
Croup’s interest in the assogiates, Unreslized lossas are also eliminated unless the transaction provide

avidence of an impalrment of the asset transferred,

&
&

Dilution gains and lossas arlsing In investments in azsociates are recognized in the income statement.

24  Segment reporting

{a} Business segment k

A business segment Is group of 2ssels, operations or eniifes:

{3 Engaged in revenue Q“{.‘:Cfij cing aclivities; .

{ii) Resulls of its operations are continuously analyzed by management in order io make decisions relajed

o resource aliocation and performance assessment; and
(i)  Financial information is separatsly avallable.
it Geographical segment
& geographical ssgment Is group of assels, operations or entiies engaged in revenus produsing activiliss
within a parlicular economic environmerd that are subject o rske and refurns different from those operating in
other economic environments.

2.5 . Foreign currencies

(a3 Reporting curency
The Company's principal reporting and funclional currency s Saudt Rivals. Functional currencies of Gro up 3
subsidiaries located oulside Saud! Arabia are generally the currencies of ihe ressecﬁ e oout ‘\try of dom isa

o
Sy

The accompanying consclidated financial statements inn US dollars have bes f};e;sa{ﬁd for the convenignce
readers oulside Saudi Arabia, using a conversion rate of US dollars 1 = Saudi Rlyal% 3.75 which approsi
the nxchar*qo rate prevailing during all periods presentsd, Such franslation from Saudi Rivals to US dofiar s
not result i any significant transiation adiustment, The accompanyving consofidated financial slate
expressad in US dollars are riot intendad for filling with any regulstory agenciss.

“&3,.6’
o

i

B Transacions and balancas

Foraign currency fransactions are translated into Saudi Rivals using the exchange rates prevailing al the dates
of the transactions. Foreign exchange gains and losses resulting from the setflement of such transactions and
from the transiation et the vear-end exchangs rates of muﬂe‘iary assels end lisbilifles denominated in foreign
currencies other than Saud myais are recognized in the income statement,

{c) Group companies

The resullts and financial position of the foreign subsidiaries and associagies having reporiing currency other
than Saudi Riyals are franslated into. Saudi R;ya as follows:

& Assets and fizbilitles for sach balance shest presented are fransiated at the closing exchange rate at
the date of thal balance sheet;

(i} Income and expenses for 'each incoms statemant are ranslated at average exchanges rates: and

{ii} Components of the squity accounts are franslated ot the exchengs rates In effect al the dales of the

refated tems originated.

Cumulative edjustments resulting from the translations of the financial stalemenis of the foreign subsidiaries
and associates into Saudi Riyals are reporied as 2 separate component of equity.

Dividends recelved from subsidiaries and associates zre transiated at the exchange rale in effect 2l the
fransachon date.



THE BAUD] ARARBIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Nates o the consolidated financial statements for the year ended December 31, 2008
mourts in United States dollars thousands unless otherwise siated)

fs"~

o

When invesiment in Torelgn subsidiaries and associates is disposed off, currenay transiation differencss that
were recorded in eguity are recognized in the income statement as part of gain or loss on disposal,

28  Cashand cash sguivalents

Cash and cash equivalents inciude cash in hand and with banks and oiher shoridern highly liquid investments
with maturities of three months or less from the purchase date.

2.7 Accounts receivabls

Accounts recaivable are caried &t origingl invoice amount less provision for doubiful éeb“ A provision
against doubthul debis is established «fghey) there is objective evidencs that the Group will not e abie © collect
alf amounts due according to the origima terms of the receivables. Such pmwszuns arg charged 1o the income
statement and reported under “"General and administrative expenses”. When account receivable is
uacolisctible, it is wiitien-off against the provision for doubtful debls. Any swsequ:m recoveries of amounis
previously written-off are credited against "Ceneral and administrative expenses” In the income statemant.

2.8 inventories

inventories ara stated at the lower of cosl or net realizable value. Ccs: Is determingd using weighted average
method. The cost of finjshed products include the cost of raw materials, labor and production overheads.

MNel realizable Je is the eshimatsd selling price in the ordinary course of business, less the costs of
completion and elling expenses

2.8 Non-current assets held for sale

Norecurrent assats held for sale are assels hald for sale when thelr canving amount is to be recovered
principally through a sale transaction and a sale is considerad highly ;’,mbab . They are stated at the lower of
carrying amourtt and ‘*:ir va!uﬂ te:a costs to sell if thelr carrving amount is to be recovered principally through
a sals ransaction 1 through continuing use. Liabililies associated with non-cwrent assets held for

sale are presentad cepara‘"iv md £ LT Gn; fiabilities in the balance shaet,

210 Property, plant and equipment

Property, plant and sqguipment are stated sl cost less accumuisted depreciation and impairment, except
construction in progress which is stated at cost. Land is not dep?ecéated Depreciation is charged o the
mncome statement, using the straight-line method, 1o allocale the cosis of the related assels to their residual
values over the following astimated useful lives:

Number of years
+ - Bulldings and land mprovements 3. 35
e Plant, machinery and sguipment 4.20
e Furniture, fixtures and office squipment AR
Gainz and losses on disposais are determined by comparing proceads with carrying amount and are included

it ihe Income sistement,

Maintenance and normal repsirs which do not materially extend the estimated uselul Hife of an asset a
charged o the income st t ment as and when incurred. Major renewals and improvements, i any, are
capitalized and the assets so replaced are retired,

2.1  Deferred charges
Costs thel ar e m{' of bensfit hmymd the current pariod are charged to the Incoms slatement, while costs thet
w i benefit fulwe perods are capiialized. Deferred charges, reporied undar “intangible assels” in the balance

sheet, inch {*’ ::r’;am mdirest construction costs and pre-operating expenses which are amortized over
periods which do not exceed seven years.

1



THE BAUD! ARABIAN ANMIANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company}

Notes to the consolidated financial statements for the year ended December 31, 2008
{All amounts in United Siates dollars thousands unless otherwise stated)

212 Patents, trademarks and licenses

Expenditure to scquire patents, rademarks and licenses is capilalized and smontized using the straight-ding
methot ovar thelr useful lives, but not exceeding twenly years. Palents, rademarks and licenses, reporied
under “intangible assels” in the balance shestl, are carried & costs lass accumulated amortization and
impairment,

243 impeirment of non-current assels

Non-ourrent asssls are reviewed for impairment whensver svenis or changes in circumstances indicale that
the carrying amount may not be recoverable. An impairment foss s recognized for the amount by which the
carrying amount of he asset exceads its recoverable amount which is the higher of an assel's fair value Jess
cost to sell and value in use. For the purpose of assessing impairment, assets are grouped at lbwest lsvels for
which there are separately identifisble cash flows {cash-generating unils). Non-current assels other than
itangible assets that suffered impairmernt are reviewed for pussible reversal of impairment at each reporting
date. Where an impairment loss subsequently reverses, the camying amount of the asset or cash-gererating
unill iz increased o the revised estimate of its recoverable amount, but the Inoreassed carving amount should
nol exceed the varrying amount thal would have been determined, had no impairmsni 1oss been recognized
for the assels or cash-generaling unit in prior years. A reversal of an opairment loss is recognized as income
immediately in the icome statement. Impairment fosses recognized on intangibla assels are not reversible.

2.4  Borrowings

Sorrowings are recognized at the procesds received, nel of wansaction costs incurrad. Borrowing costs that
are dirgotly atiributable o the acquisiion, constiuction or produciion of qualifving assels are capitalized as part
of those asssts. Uther borrowing costs are chargsd 1o ths Income statemant,

218 Capiisl leases

The Group accounts for property, plant and equipment acquired under capital leases by recording the assels
and the related habiiilies. These amounts are detegrmined on the basis of the present value of minimum leass
paymenis. Financial chargas are allocatad io the lgass term ity 8 manner 50 as 1o provide a constant periodic
rale of charge on the oulslanding Hability. Deprecialion on assels under capital lsases is charged o the

income stalement by applying the straightdine method al the rates applicable to the related assats.

248  Accounts payvable and accruals

Liabilities are recognized for amounis to be paid for goods and services received, whether or not billed fo the
{Zroup.

217 Provisions

Warranty provisions - The Group offers warranties for #s products. Managemen! estimales the relaled
provision for future warranty claims based on historical warranty claim information, as well as recent rends
that might suggest that past cost information may differ from {uture claims, Warranty provisions ars charged fo
“Cost of sales” i the Income statement,

Onaerpus contracts - Provision against onerous contracts are recognized when the Group sxpecis that the
costs of meeling the obligations under a conlract excesd the sconomic bensfits expacted to be recalved under
it. Such provisions are charged to "Cost of sales” in the income statement.

2,18 - Zakat and taxes

The Company is subject o zakat in accordance with the regulations of the Department of Zakat and Income
Taxes {the "DIIT"). Foreign shareholders in the consolidatad Saudi Arabian subsidiaries are subjest to income
faxes. Income lax provisions related o the foreign shareholders in such subsidiariss ars charged fo ths
minority interest. Provision for zakal for the Company and zakat relaled 1o the Company's ownership in the
Ssudi Arabian subsidigries is chargsd o the income statement. Additional amounts pavable, If any, at the
finalization of assessments are accounisd for whan such amounts are deferminad.

The Company and its Saudi Arabian subsidiaries withhold taxes on cerain transactions with non-resident parties,
including dividend payments to foreign shareholders of the Saudi Arabian subsidiaries, in the Kingdom of Saudi
Arabia as required under Saudi Arablan incoms Tax Law,

Foreign subsidiaries are subjed to income taxes in thelr respeciive countdes of domicile which are charged o the
incoms statement.
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THE SAUDI ARABIAN AMIANTIT CONIPARY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Notes {o the consolidated financial statements for the yesr ended December 31, 2008
(Al amounts in United States dollars thousands unless olherwise siatad)

Deferred income laxes are recognized on carry-forward tax losses and alt major iempora 1y differences between
financial income and taxable income to the extent that it is probable that future taxable income will be avallable
agamsi which such carry-forward tax losses and the temporary differences can be ulilized. Deferred income
texes are determinad using tax rates which have been enacied at the balance shest date and are expacied o
apply w%zf;n the relaled deferred income tax asset is realized or the deferred income tax liability s setiied,

2.1  Employes termination benefils

Mm“ic}y\,w termination benefits requirsd by the Saudi Labor and Workiman Law are accrued by the Company and
s Saudt Arablan subsidiaries and cherged to the income slelement. The Hability is calculated, as the current
value of the vestad benefits to which the employee is enfiled, should the employee lsave 8t the balance sheet
date. Termination pa wyments are based on emplovees’ final salaries and aliowances and their cumuistive years of
service, as stated in the labor law of Saudi Arabia

The foreign subsidiarias ’gmv%je for employse termination and other benefits as s'equir 2d under the laws of
thelr respective cc«umﬁeﬂ of d(}f‘“‘u(}fe There are no funded or unfunded benefil plans established by the
foreign subsidiaries except for APS Norway AS. which fund 5 defined benefit plan, through an owtside
insurance company and Jos which funds a defined benefit pension plen.

2.20  Revenues

Revenues are recognized upon dzgfwry of products and customer acceplance, # any, or on the performance
of services. Revenues are shown net of expenses, and after sliminating sales within the Group.

Revenues on long-lerm confracts are recognized on the percentage of complefion basis. Pargentage of
completion is defermined by comparison of confract costs incurred to dete with estimaled (otal costs. Changes
in cost estimates and provisions for estimated lossas on uncomipleted contracte, if any, are recognized in the
period they are delermingd.

221 Selling, marketing and generaf and adminisirative expenses

Sedling, marketing and general and administrative sxpenses include direct and indirect costs not specifically
part of production oosts as required under generally accepled accounting principles. Allocations between
seliin na?kazmg and geners] and adminsirative expenses and production costs, vihen reguired, arg made on
a consistent basis.

2.22 Dividends

Dividends are recorded in the financial statements in the period In which they are approved by shareholders of
the Company.

223 Derivative financial insfruments

Derivative financigl instrumants are inifially rscordad at cost, If any, and ars re-measured o falr value st
subsaguent reporting dates. Changss & the fair value of derivative financial instruments that do not gualify for
hedge accounting are recognized in the income statement as they arise angd the resuling posilive and
negative fair vaiues are reported under current assets and lisbilities, respediively, in the balance shesl

2.24  Operating leases

Rental expenses undmr aperat'r g leases are charged to the income slatemant over the period of the
ragpective iease. Rental income s recognized on the acorual basis in accordance with the ferms of the
confracts.

2.25  Reclassifications

Certain amounts i the comparative 2008 financial sislements have been raclassified fo conform with 2008
prasentaiion.

Financial instrumenis and risk managemant

Financial instruments carried on the balance shest m shude cash and ca equivalems, accounts receivable,
investments, short-term and long-term borrowings, Habiiities againg épftaf zases, accounts payabls and
accraed and other current iabilities, The particular recegmtfm metheds adopied are disclosed In the individual
policy stalaments associaled with each tlem,
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THE SAUDI ARABIAN AMIANTIT CONPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Notes to the consolidated Binancial statements for the vear ended December 34, 2008
(Al amounts in Unifed States dollars thousands unless otherwise siated)

?mdﬂ«;xﬁi assetl and fability I8 offset and netl amou nts are reported in the financial statements, when the Group
has a legally enforoeable right to set off the recognized amounts and intends sither 1o setlle on a net basis, o
1o realize the asset and fabil ity simultansously.

Risk management is carrisd out by senior maﬁagcmeat The most imporiant iypc@ of risks are currency risk,
fafr vaiue and cash flow interest rate risks and credif risk

31 Cuwrency risk

Currency risk is the risk that the valug of a financial instrument will fluctuate due o changes in foreign
axchange rales. The Group's fransactions are principally in Saudi Rivals, US doliars and Eurcs.

The Group operates interationally and is exposed to foreign exchange risk ariging from various currency
exposures. The Group alse has investments in foreign subsidiaries and associales whose net assels are
expozed to cumency translation risk. Currently, such exposures are mainly releted io sxchange rate
movemenis bstwesn Saudi Rivals against Euros, Egyptian mmzr}s and ceriain other cwrenciss, Such
gXposures are recorded as ¢ separals componant of shareholders’ equily In the Enancial statemenis. The
Croup's management monitors such exposures and considers the use of forward exchangs confracls ane
borrowings denominated in the relevant forsign currency to hedge the foreign CUTTBNTY BXROSUIEs. However,

FeTeTe

there wera no forward sxchange contracts or other hedging instruments cutstanding at Decamber 31, 2008,

3.2  Fair value and cash flow interest rate risks

salug and cash flow inferest rate rsks are the exposures fo varous risks agsociafed with the f:ﬁ‘e of
alions in the prevai fling inlerest rates on the Group's fnancial positions ansﬁ {;as"t flows, The Group's
est rale risks arise mainly from s bank borrowings, which are at floating rate of intersst and are subjed i o
pricing on a regular basis. The Group manages its cash flow interest rate rsk zjy using foaling-to-fined
mte‘g strate swaps. Such interest rate swaps have the economic effect of converling borrowings from floating
rafes o fixed rates. Generally, the Group raises borrowings at floating rates and swaps them into fixed rales
that are lower than those available if the Group borrowed af fixed rates directly. Under the interest rate swaps
fhe Group agrees with other parties exchange, al specified intervals (primarily guarterly}, the difisrence
betwaen fixed confract raiss and floating-rate inferest amounts calculated by rsfersnos o the agresd notional
amounts. Menagement monifors the changes in intersst rates end belisves that fair value and cash flow
interest ra ks to the Group are not significant.

3.3 - Pricerisk

The risk that the value of a financial instrument will fluctuate as a resull of changes in market prices, whether
those changes are coused by factors specific o ‘m individua! instrument or its issuer or factors affecting all
instruments fraded in the markel. The Group financial instrumants are not exposed (o price risk.

34 Creditrisk
Credit risk s the risk that ona parly to a financial instrument will {21l {o discharge an obligation and cause the

other parly to incur a financial loss. T e Group has no significant concentration of credit risk, Cash is placed
with banks with sound creditratings. Accounts receivable ars carried net of provision for doubtful accounts,

3.8 - Liguidity risk

Liguidity risk i the dsk thal an snterprise will encountsr difficoly i raising funds fo mest commilmenis
associated with financial instruments. Liguidily risk may result from an iebility to sell 2 Fnancial assat quickly
al an amount close o iis fair value. Liquidily dsk is managad by moniioring on ' a reguisr basis that su?ﬁcéem
funds are available through committed credit faciliies to meat any future commitments,

3.8 Fairvalue

Fair value is the amount for which an assai could be exchanged, or a fiabil
willing parties in an arm's iee’zgit wansaction. As the Group financia! instrumants are compiled under the
historioal cost convention, except for derivative financial instruments which are paried al fair values,
differences can arise bmiw%ﬁ the book valugs and fair value estimates. Management believes thal the fair
values of the Group's financial assels and liabilities are not materially different from their canying values,

ity seitled belweaen Knowledgeable
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THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Baudi Joint Btock Company}

Notes to the consolidated financial statements for the year ended December 31, 2008
{All amounis in United States dollars thousands uniess othenwise siated)

Segment information

The Group operates principally in the following business segments:

iy Manufecturing and seliing vadous types of pipes:

(i) Development and licensing of technologies refated to production of various types of pipes, constuction
and supply of related pipe manufacturing machings; and

{5y Waler managemsnt and relaled consuliancy, enginsering and operations.

Sslected financial information as of December 31 and for the vesss then ended summarizad by the above
business sagmants, was as follows:

Pipe Vater
manufacturing Technology managemant Total

2008
Salss 777,488 17,485 83,182 878,103
Net income {oss) 52,887 {3,888 4,868 53,883
Financial charges (22,810} {430} {828} {23,588}
Depreciation, amortization and - 5 amy

impairment {38,195} {2,681} {781} {42,657}
Froperty, plant and squipmeant 228,578 6,874 7,068 242,515
Total assels 284,405 34,498 92,725 1,081,628
2008
Sales 81,331 25177 87,208 1073717
Net income ({uss) 82,325 1,270 (843) 52,752
Financiad {charges) income (41,4343 (349 83 {41,700;
ﬁe;;recz;samiamorﬁ;zamm and (34,922 463 (880; (36,205)

impRinment ’ o
Property, plant and equipment 248,280 901 8,601 256,082
Tolal assels 1075807 40,883 84513 1,201,613

The Group's operations are conducted in Saudt Arabia, Europe and other countries. Selected financis
information as of December 31 and for the years then ended summarized by geographic area, was as follows!

Other

Saudi Arabia Europe countries Total
2008
Sales 458,538 38,364 80,203 878,103
Non-current assels;
Property, plant and equipment 138,281 74,543 28,714 242,515
Other non-current assels 73,878 5,839 20,485 100,882
2008
Sales 572,006 388,287 115,444 1073717
Non-current asssts:
Property, plant and squipment 183,474 68,370 35,248 286,002
Other non-current assels 59,803 14,005 22,817 86,625

ek
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THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Baudi Joint Stock Company)

Notes to the consolidated financial statements for the vear ended December 31, 2008
(Al amounts in United States dollars thousands unless otherwise siated)

Cash and cash squivalents

2008 2008

Cash in hand : 935 3,321
Cash at bank 52,847 52,872
Time deposits 58,838 31,5877
113,420 87770

Time deposits are held by commercial banks and yield financial income af prevailing markst rates.

Accounts receivable

2008 2008

Trade 261,858 433,516
Other . 48,884 32,878
Related parties 11,078 9,673
421,592 476,184

Less: provision for doubtful debls {32,118} {25,480}
388,474 £80,885

Approximately 16% of frade accounts receivable as sl December 31, 2009 (2008: 17%) (rapresenting
approximately 1% a sd 18% of total domestic trade sccounts recelvable for 2000 and 2008, respectively)
were related o government projects.

A December 31, 2008, trade accounts recelvable includes retentions recaivable amounting lo US dollars 8.0
v {2008 d:: doflars 8.7 milion) principally releied {o 8 Jx Arablan subsidiaries which are wifvg*az:i

upon sompistion of cerlgin L.Cszéwc‘u ;| milestones and presentation of zakal and income iax certificaies.

Movement in provision for doubtful debis is as follows;

20098 2008
January 1 25,488 14,618
Additions 10,853 15,275
Adjustmenis {745} -
Write-offs {3,718} {3,841
Currency transiation differences 428 (553
Decamber 31 32,118 25,480
Inventories
2008 2008
Raw materials 90,083 144,393
Work in process 30,823 31.442
Spare parls and supplies, not held for sale 20,197 19,002
Finished products ’ 86,801 107,808
Goods in fransi 3,848 843
231,833 303,489
Lass: provision for inveniory ohsolescence {25,275 {12,036}
208,858 281,453




THE SAUDI ARABIAN ANIANTIT COMPANY ARD SUBSIDIARIES

{& Saudi Joint Stock Company)

Notes to the consclidated financial statements for the year ended December 31, 2008
(Al amounts in Uniled States dollars thousands unless otherwise stated)

inventories at Decambear 31, 2009 have been wrilten-down by approximaiely US dollars 8.1 million (2008 Nii}
o their net realizable valus.

inventories amom’mg to US dollars 14.8 million (2008 US dollars 18.5 million) were pledged a8 security
against bank borrowings. .

Movement in provision for inveniory chaclescence is as foflows:

2008 2008

January 1 12,038 3.034
Additions 13,823 o114
Write-offs {489} {13
Adjustmenis {11} -
Currency fransiation differences 118 (99
scember 31 25,275 12,038

Non-current assets held for sale

During 2008, the Group has decided {o offsr Et 51% equily interest in CPI for sale and seii n Hems of
siant and equipment of cerlain subsidiaries located in South Africa. Conseguent to such decis ’w assels
and Habilites of CP!I and Hems of pla ‘: and equipment have besn presenied as for sale

Managament of the Group sxpects {0 compleis the transactions during 2010, Following are the delails of
abﬁw‘i& and dabilities associated with non-current assels held for zale al December 31, 2009

Assets

Accounts receivable 8,300
inventories 4,391
Properly, plant and squipment 4,988

Other non-current sssels

Liabilities

Accounis payable

Accrued expenses and other labiiitise
Non-current liability

fnvestment in associates

2008 2008

Amlantit Fiberglass Egypt Co. (AFEC) 16,584 14,581
Chongging Polycom Intl Corporation (CPIC 22,318 23.854
Dubal Pive Factory Company LLC (DPF} 7,827 7.085
Ameron Egypt (AE) 11,779 11,457
Amitech Maroc (AWM} 7,033 8,557
Amianti Qatar Pipe Co. Lid, (AQAR; 5,028 4,447
international Water Distribution Company {TAWZEA} 7,898 1.58%
Armnitech Argenting (AA) 2,540 2,424
Other 16,185 14,839

87,782 £6.638
Accumulated impairment losses {6,738} {4,898)

81,054 81.737

nvesiments iy associates
dgolfars 7.1 million}.

at December 31, 2008 include goodwill of US dollars 8.1 million (2008 US
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THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBBIDIARIES

{A Saudii Joint Biock Company)

Notes to the consolidated financial statements for the vear ended December 31, 2008
{All amounts in Unifed States dollars thousands unless otherwise stated)

Movemsnt in investment in associzies Is as iollows:

2008 2008
January 1 81,737 83,487
Additions 6,680 4,580
Disposals - {22,702
Adjustmenis 1,460 4,322
Sharg In nat Income 8,830 14,838
Dividends {2,587} {1,482
Currency ansiation differences {248} 2,840
impairment logses {1,840} {4,224)
December 31 81,084 81,737

uumg 2008, the Group increased | ies iy si went in TAWZEA, & limited liability company, involved in walsy

wagement business in Saudi Arabla, by US dollars 8.7 million ihrough @ sash contribution 1o s share
capnai‘
During 2008, management recognized impairment losses of approximalely US doliars 1.8 milion (2008 US
oiiazs é« 2 mijlion} against certain a‘i os,éaées dug fo 8){[36:%391 decling in their sconomic 5;»3”?@? nance resuliing
in their camying values being higher than recoverable amounis.

During 2008, the Group sold hielf of its 10.99% equity inferest in CPIC hird party. The net book value of
the shiares sold was US dollars 22.7 million and the sale was made djd cvns ideration of LS dollars 45.0
milion 1 asumag in a gross profit on the sale of US dollars 223 million. Cors idering transaction costs and
historical appreciations of the investiment due to currency anglation, the deal generaled a tola! gein of US
doflars 23.2 miflion. Alse see Nole 25

e
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THE SAUD] ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Notes to the consclidated financial statements for the year ended December 31, 2009
{All amounts in United Slates dollars thousands unless otherwise stated

The summarized financial information of the principal assodiales at December 31 and for the vears then endad
is &s {ollows:

Group's
Het effective
County of income ownership
Nams incorporation Assets Liabilities Revenues {loss} interast
2008 ,
AFEC Egvpt 87,537 26,343 39,878 3,393 50%
CPIC China 1,081,488 584,772 288,247 {14,308 5.5%
DPF United Arab
Emirates 43,391 8,805 43818 12,844 22.8%
AR Egvpt 28,874 16,330 22818 378 48%
AR Morocoo 58,537 44,472 7.982 1,458 ' 50%
AQAR Qatar 28,105 16,538 14,424 2,885 40%
TAWZEA Saudi Arabia 18,182 2,384 14,128 {700} 50%
AA Argenting 28,328 14,858 24,881 1,887 30%
2008
AFEC Egypt 67,222 41288 55,075 10,422 50%
CPIC China 1,118,636 883270 411,140 88 807 55%
DPF United Arab
Emirates 50,344 18,814 88.538 14,088
AE Egynt 23,054 12,135 18,485 2,894
A Moroceo 38,342 25228 11,688 3582
AQAP Qatar 27.875 16,558 12227 245
TAWZEA Saudi Arabia 3,290 127 - (480
AA Argenting 35,838 27,558 25,188 838
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Notes to the consolidated financial statements for the vear ended December 31, 2008
{All amounts In United States dollars thousands unless otherwise stated)

Property, plant and squipment

2008

Cost

Lang

Buildings and land mprovemenis
ant. machinery and equipment
7

Construction in progress

Accumulated depreciation and
impairment

Buitdings and land improvements

office squipment

2008
Cost
Land
Buikdings and land mprovemsris
Plant, machinery and squipmeant
Furrifure, fixtures and
office equipment
Construction in progress

Accumulated deprecigtion and
impairment
Buildings angd fand wnprov
Piant, machinery and equipme
Furpiture, fidures and
office squipment

SMSe

Currency
January Msposals / transiation December
1, 2008 Additions transfers differences 31, 2008
21,809 1382 245 19,038
127.3%4 13,711 1271 126,261
384807 31,988 2,888 283,913
35,388 27589 (8,0573 581 32,702
28,835 18,104 (33,182} 188 14,765
547 844 68,884 {85,038} 5174 586,676
(73714 (5,827} 17573 (1,477; (63,548)
{240,209 {27 AB%; 18,178 {2,415} (254,307}
(27,629 (4,524} 6,874 {5303 {28,709}
{341,552} (37,910} 38,723 {4,422) {344,181}
258,082 242,818
Currency
sdanuary Disposale / translation Decembeor
%, 2008 Additions fransters differences 31, 2008
21,130 555 21,609
133,917 5,585 127,384
358,441 28,980 384,807
35,188 2.377 {1,248 35,399
16,783 27 B3& {1.845; 28,835
573,440 85,082 273,848} B8G7 644

71 856 6,19%) 432 4004 (73744)
228.240) (19377 2745 5853 (240,208

(27.642) (2,676} 503 1456 (27,839
(327 208) (25.244) %780 16,420 1341,552)
248232 256,002

Buildings and plant, machinery and squipment of the Company and certain of its Saudi Aratdan subsidiaries
are constructed on land parcels leased under various operating lease agreements al nominal annual rents
from the Saudi Arablan governmen! for 25 Hilra years under renewable operating lsases.

Plant. machinery and squipment include US doflars 8.2 million and US dollars 0.8 million (2008; US dollars 8.2
milion of cost included  under construction in progress) related fo cost and ascumulated depreciation,

respectively, for certain plant and machinery acquired under a sale and lsaseback arrangement.

ransfers during 2008 includas cost and accumudated depreciation of US doflars 18.9 million and US dollars

]
12.8 milifon, respectively, relaled to property, plard and squipment of CPl and certain subsidiariss located in
South Africa which are classified as held for sale. Sea Notg 8.
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THE SAUDI ARABIAN AMIANTIT COMPANY AND SUBSIDIARIES

{A Saudi Joint Stock Company)

Notes {o the consolidated financial statements for the vear ended December 31, 2008
(Al amounts in United Stales dollars thousands unless otherwise siated)

ing 200 ‘, "‘ferp managsment ref*c;m‘zed impairment losses amounting to US dollers 18.4 million {2008
UQ doffars 0.8 million! agsinst certain flems of p nd machinery of certain of the Broup entities dus io
decling in the expected fulure sconomic sez}ﬂ?zg as a consequence of echnological obsolescence, decline in
the demand of producis or sxpected utilization of such machinery and aqu ipment. Such mpa;zmmi §o&s«;s
were recorded 28 a resull of value in use being less than the canying value of plant and machinery of such
Group enfities at December 31, 2008, Such value in use of plant and machinery has been arived at by
management by discounting the projecied cash flows of such Group entities using an estimated discount rate
of 10%.

intangible assets

Other deferred
Patents, charges and
trademarks pre-operating
Goodwill - and licenses cosis Total
Januaty 1, 2008 £.889 1,488 1658 7.212
Additions - - 503 503
Amortization - {119 {146} {265}
impairment losses (2.468) {1,250 {784 {4,482}
Currency transiation differences 185 118 94 397
Adjustmants {1.898) {13} 549 {1,385
December 31, 2009 1,407 184 401 2,802
January 1, 2008 12,338 1,018 2,871 16,028
Additions - 150 208 388
Amortization - {548} {988} {1.832;
impalrment losses {6,329 - - {6,328
Currency translation differences {4213 4 {210 {535}
Adiustments - 30 {1,818) {BB8)
Decamber 31, 2008 5,580 1,458 185 7.212
During 2008, managemant has racorded impaloment losses of US doliars 4.5 milion (2008; US dollars 8.3
milion against goodwill agai*}e}t goodwill, palents, trademarks and Hcenses and other deferred charges and

pre-operaling costs dus o decline in expected uilization and future economic beneil

Short-ierm borrowings

2009 2008

Bank overdrafis 8,382 7888
Short-term bank loang 231,738 376,215
240,081 383,911

&

These represent borrowing facilities oblained from various commercial banks ang
pravailing markst rates which are based an ;r*m*«%aaﬁk offer rates.

bear financial chargss at

21
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THE SAUD! ARABIAN ARHANTIT COMPANY AND SUBSIDIARIES

{A Baudi Joint Stock Company)

Notes fo the consolidated financial staternents for the year ended December 31, 2008
(Al amounts in United States doliars thousands uniess otherwise staled)

Total unuged shortterm bank credit facilities available to the Group af Dacember 31, 2008 were approximately
LS doliars 0.3 billion (2008 US dollars 0.2 biltion).

At Deoember 31, 2008 approximatsly §8% UGO&
assigrment '\f irave accounts r@c%ab Ceartain (}f
also guaranieed by SAAC, Also see Note 7.

12.1 Currency denomination

The carrying values of the shor-term barrowings are denominated in foliowing currencies:

2008 2008
Saudi Riyals 189,545 333,746
Euros 20,542 10,817
US dollars 20,823 79,138
indian rupees 8,435 §,242
Other 2,646 4,858
240,091 363,911
Long-term borrowings
Note 2008 2008
Saudi industrial Development Fund (SIDF”) lbans 131 4802 5,181
Commercial bank loans 132 31,126 28,382
L.oans from minority shareholders 13.3 50 7B

N

b
fa?
el

35,848 3
Current maturity shown under currend Habilities 44,368) {12,492y
24,582 18,798

181 SIOF loans
These reprasent loans oblainad by SAAC and e Saudi Arsbian subsidiary from SIDF. The covenants of ihe
loans agreements require the borrowsrs o maintain cerlain levels of fingncial condifion, place iimitations on
dividend distributions and on annual capital and renial pxwwﬁtures These loans bear no fingncial chargss
and are sacured by a morigage on property, plant and equipment of the Group,

13.2 Commercial bank loans

The Company and ceriain subsidiaries have oblained loan faciiies Trom various commercial banks, These
Inans are mainly denominaled in Saudi Rivels, US dollars, Eurcs, South African rands and Indian rupses.
These loans generally bear financial charges based on prevalling market rates. The aggregate maturities of
these loans, based on their respective repayment schedules, are spread in 2008 thvough 2015, These loans
are principally securad by morigage on the property, plant and eguipment,

The covenants of some of the shori-enm and long-term borrowing facilities require the Group to mainiain
certain level of financial condilions, require lenders’ prior approval for dividends distribution above a ceriain
amount and imit the amount of annual capital expenditure and ceriain other requiremenis.

133  Loans from minority shareholders
At Decenber 31, 2008 AWWS hasz a loan from s minority shareholder of approximately US doliars 0.02
miftion (2008: FPC and AW WS amounting to US dollars 0.7 million and US doflars .02 million), respegtively

which did not bear any financial charges and have no specific repayment dates. Loans from the minority
shareholders of FPC were fully repaid during 2000
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13.4 Currency denomination

The carrying values of the long-term borowings are denominated in following currencies.

2008 2008
Saudi Rivals 4,822 5,626
Euros 15,811 14,749
US dollars 8,588 4,882
South African rands 2,577 23523
Indian rupees 2,297 4,339
Other 723 58
38,948 32,288
13.8 Maturity profile of long-term borrowings
Years ending December 31:
zZo08 - 2008
2008 - 12,482
2010 11,386 7.407
2011 8,718 4,850
2012 8,783 3,048
2013 4,473 1.285
2014 2,208 310
Thereafter 4,382 2.888
35,848 32,288

Liabilities agalnst capital leases

The Group has eniered intc sale and lsasshack transactions relaled fo ceriain machinery and equipmant
under capliial lvase agreements with financial insiiiutions. The present values of minimum lease payments are

discounted at effective Inferest rates ranging 4.4% {0 4.8% per annum,

Repairs and Insurance ¢osts related to the lsased machinary and squipment are o be bome by the Group.
The Group intends o exercise s option o purchase the isased assels a1 the termination of the lease periods
at nominal values provided In the lease agreemenis.

The lease payments are due in semi-annual instaliments under tha lease agreements. The amounts of futurs
payments under the leases ai Decermber 31, were as follows:

2008 2008

Minimum lease payments 10,586 14,450
Less: financlal charges not'yet dus {848} {1,450;
‘ 8,780 13,000

Current maturity shown undsr current labilitiss {3,280} {3,250
§,500 9,780
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4.1 Maturlly profile

Years snding December 31:

2008 2008
2009 ~ 38584
2010 3,693 3893
2011 3,831 3531
2012 3,372 3372
10,588 14,450
Accounts payable

2008 2008
Trade 104,958 109,383
Related parties 2,701 3,564
107,859 112,947

Accrued and other labilities
Note 2008 2008
Salaries, wages and benefils 14,879 15,2581
Oividends payable - 315
Advances from customers 38,578 47,680
Provisions against claims and onerous contracts 8,224 12,425
Derivalive financial instruments (negative fair values) 28 2,781 3,827
Sales agency fees 2,644 1,288
Financial charges 1,833 5,621
Accrued expenses and other : 27,258 31,703
98,832 118,070

Zakst and taxes matter
17.1  Componenis of zakat base

The Group's Saudi Arablan subsidiaries file separaie zakal and ncome tax declarations on unconsolidated
basis. The significant components of the zakat bass of each company under zekat and income tax regulation
arg principally comprised of sharsholdars’ equity, provisions al the beginning of year, longlerm borrowings
and adjusted net income, tess deduction for the net book value of property, plant and ecuipment, investments
and oenain other items.

17.2  Provision for zakat and taxes at December 31

2008 2008

Zakat for SAAC 8,487 85628
Zakat and income teses for Saudi Arabian subsidiaries Braz 11,034
Taxes for foreign subsidiaries 28,701 14,372
41,380 31,032
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17.3  Income taxes related to foreign subsidiaries charged to the income statement

2009 2008
Current income tax charges 8,088 8,513
Deferred income tax chargss 938 2.048
3,037 10,558

Movements in deferred income tax assels for the years ended December 31, were a5 ipllows:

2008 2008
January 1 4,246 7,100
Charges {938} {2,048
Currency transiation differsnces 374 {808)
December 31 - 3,879 4,246
17.4 Provision for zakat charged o the income stalement

2008 2008
Zakat for SAAC 1,748 3,782
Share of SAAC in zakal of subsidiaries §,600 5875

8,348 8,737

17.5  Status of assessmenis

subsidigrizs for various veers. Also see Nole 28 for zakal and income tex contingencies,

Employee termination benefits

2008 2008

¢ 28,177 24 853
Provisions 4,638 4,087
Fayments {5,063} (2,743
Adjustmenis {181} -
Currency transiation differences 175 -
Dacember 31 25747 2177

Warranty provisions

¢ claims against wargnties provided primerily by the
ainst thesa provisions during 2008 and 2008 were not

significant,
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Related party matters

The Group has ransactions with their fesp&ciéve minorily shareholders, othar companizs affiiated with such
sharsholders and other associates (collectivaly the “related partiss™.

Significant ransactions with d parties in the normal course of business included In the financisl
statements are sum marized below:

2009 2008
Sales 16,188 14,018
Purchases 18,382 33,8651
Costs and expenses charged - 243

A3 indicated in Note 1, BAAD acouired 5% minority interest in SADIP with a book valus of US dollars 2.2
miltion from a related parly against a cash consideration of dw doflars 2.9 million in 2009,

Share capital

The share capital of ";?‘: Cmmany as of December 31, 2008 and 2008 was comprised of 115.5 million ordinary
shares stated ot US dollars 2.7 (Saudi Rivals 10} per shars.

Statuiory reserve

in accordance with the Raqa‘ations for Companies in the Kingdom of Saudi Arabia, the Company transfer 10%
of the net income for the year to 2 statulory reserve until such reserve equsls 50% of is sheare capilal. The
siatutory reserve iIn the accompanying cmsweixéazﬂ{i financial siatements is the siatutory reserve of the
Company. This reserve currently is not available for distribution to the shareholders of the Company.

Selling and marketing expenses

2008 2008
Salaries, wages and beneflis 12,881 13,234
Traveling 2,824 3,184
Sales promotion 4,888 5,333
Information technology and communication 867 488
{iepreciation 133 3
Other 2,138 2.818
23,830 25,489

General and administrative expenses
2008 2008
Salaries, wages and bensfits 40,601 44 875
Frovision for doubtful debts 10,853 15,275
Mainienance 514 504
Traveling 3,458 5,128
Professional services 8,423 8.297
Depreciation and amortizetion 4,792 5.887
Information technology and communication 4432 3807
Other 9,482 11,880
83,335 100,284
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Other {expenses) income

Note 2008 2008
impairment losses againgt investmants,

piant and machinery and intangible assets 910,11 {22,547} {10,553}
Gain from msposai of investments i g - 23.208

Hrovision for sefifement of claims againgt foreign
subsidiaries {3,489} {3674}
Forgign exchange loss {4 88%) {52}
Miscellansous incoms (expenses) 5,685 {885}
{25,240) 8244

Dividends

The shargholders of SAAC have approved a dividend of US dollars 0.13 (Baudi Riyals 0.5} per shere for the
vear 2008, amounting to a total of US dollars 15.4 million, during their annual General Assembly meeting held
on April 18, 2000 which was fully paid during 2008,

Earnings {loss] per share

Earnings {loss) per share for the years ended December 31, 2009 and 2008 has been computed by dividing
the operaling income, non-operating loss and net income for sach years by weighted average numbar of
118,500,000 shares oulstanding during such years.

Derivative financisl instruments

At December 31, 2008, the Company had cutsianding interest rale swas agmemems with a commercial bank
with negative fair values of US dollars 2.8 million {2008: US dollars 3.8 million). Change of US dollars 1.0
miflion in fair values of such instrumenis has been recorded in the income statemsnt and included in "Financial
charges”. The i mature during 20171 10 2043

erest rate swap arangements wi

Cent‘ing{mcies and commitmeants

(i} The Group was contingently liable for bank guarantees issued in the normal course of the business
amounting US dollarg 1661 million &t December 31, 2 Oi%g O08: US dollars 142.9 million).

iy SAAC and cerlain Saudi Argblan subsidiaries have regeived additional zaket and income {axes
assessments for various years totaling approdimately US dollars 81 million. 8AAC and thes
subsidiaries have appealed the assessments and Group management believas that no materiad
liability will arise upon the ultimate resolution of these assessments! Accordingly, no provision for
such assassments has been made in the accompanying conaolidated financial statements.

(il The Company's certain foraign subsigiariss have oulstanding asssssments related fo income taxes
and other ocal %aﬂs:s in their respective countries of domiclle. Buch assessments are in varipus
stages of appeal process. Group management believes that no material gain or loss will anse upon
the ullimate resolution of these malters. Certain foreign subsidiaries also have contingent carry over
{ax bensfits,

{iv} The capital expendifure contracied by the Group but not yet incurred il December 31, 2008 was
zpproximately U8 dollars 8.0 mitlion (2008 US doflars 8.9 million).



