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Dear Shareholders of Rabigh Refining and Petrochemical Co. (Petro Rabigh),

On behalf of the Board of Directors and employees of Petro Rabigh, | would like to welcome you all and present to
you the Company’s Annual Report for the year ending December 31st, 2013 in addition to the external auditor’s
report and the audited financial statements for the same period.

Dear shareholders,

During 2013 Petro Rabigh witnessed a number of achievements that will serve as a foundation for a thriving future
worthy of the trust endowed to us by the Company’s shareholders. These achievements have been mostly the result
of the roadmap for a comprehensive improvement in the performance of the Company’s business. The Company
started this new roadmap in 2013 and will continue until the end of 2015. You can have an idea about this roadmap
by referring to the Annual Report.

These achievements include improving the new commercial arrangements, that were announced before, with the
Founding Shareholders, Saudi Aramco and Sumitomo Chemical, for the interest of Petro Rabigh with regards to
fuel supply and reduction of marketing commissions. These arrangements will significantly increase Petro Rabigh's
profitability by 1.3 billion Saudi Riyals as net income per year. On this occasion, | would like to thank the Founding
Shareholders for their continued support which enabled us to conclude these agreements.

In addition to this, Petro Rabigh reached a settlement agreement with the service provider, Rabigh Arabian Water and
Electricity Company Limited (RAWEC). This agreement includes a financial package totaling to more than one billion
Saudi Riyals. The package includes direct funds of 750 million Saudi Riyals to Petro Rabigh, reducing the commissions
of the supply of utilities by approximately 190 million Saudi Riyals, and investments valued at approximately 200
million Saudi Riyals to improve the reliability of RAWEC's supplies’ network of power and water.

The achievements also include significantimprovement in the Company’s performance which has been demonstrated
through positive indications in a number of areas such as safety, operations, maintenance, and developing competent
workforce. This positively contributed to the safety and stability of the operations, cost reduction, and an increase in
the Company’s profitability during the last six months.

Dear shareholders,

Throughout 2014, Petro Rabigh will focus on completing the implementation of the roadmap effectively to enhance
the effectiveness of the Company’s assets and maximize shareholders’value. The Company will also continue working
closely with RAWEC to ensure the implementation of the settlement agreement items, especially those related to the
improvement of the reliability of the supply of utilities to prevent any potential negative effects on the Company in
the future.

Finally, on behalf of Petro Rabigh'’s Board of Directors, | would like to thank you all for your support, and hope you will
continue providing us with your suggestions and views. | would also like to thank Petro Rabigh’s management and
workforce for their commitment and hard work.

Khalid G. Al-Buainain
Chairman of the Board
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The Board Audit Committee oversees financial, risk management information systems and finance department competencies

and internal control aspects of the Company’s operations. Its re- and capabilities in light of compliance with generally accepted

sponsibilities include the review and discussion of the Company’s accounting standards.

interim and annual financial statements. The Board Audit Com-

mittee oversees the Company'’s external auditor and reviews the Based on the review conducted by the Board Audit Committee,

effectiveness of external and internal audit and has the authority the committee reports that the Company is applying an effec-

to engage such external experts, as it deems necessary to fulfill its tive internal auditing system and that its financial practices in all

obligations of stewardship on the financial affairs of the Company.  material respect are in line with accepted accounting standards
followed in the Kingdom of Saudi Arabia.

The Board Audit Committee has responsibility for reviewing effec-

tiveness of the Company’s system of internal controls, accounting
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COMPOSITION OF Name . e Title
THE BOARD AUDIT Saud A. Al-Ashgar Chairman of Board Audit Committee
COMMITTEE (BAC) NoriakiTakeshita Member
Moté‘z A. A|;MaShOLJk o Member
Solin;an A. AI-Hosa'i‘n Member
Khalid N. AI:Nuwai;er* R General Auditor ét‘g'(‘e“(;fétary of the Commi&éé"(”l\lon—Member)

* Khalid N. Al-Nuwaiser assumed his role in August 1, 2013, Previous General Auditor & Secretary of the Committee attended 3 BAC meetings during the period January 1, to
July 30,2013.
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The Committee, which has a duration of three years, decides on « Annually reviewing the required skills of the Directors of
how the Board'’s performance is to be evaluated and proposes ob- the Board and the time that a Director should dedicate to the
jective performance criteria, subject to the approval of the Board. Board'’s functions.
The main duties of the Committee include, but are not limited to, - Verifying annually the independence of the independent Di-
the following: rectors and the absence of any conflict of interests if the Direc-
tors serve as directors on the Board of any other Companies.
« Recommending to the Board, nominations of Directors in « Recommending to the Board clear policies for the remuner-
accordance with the approved policies and standards. ation for Directors and senior executive officers using perfor-
« Ensuring that no person who has been previously convicted mance criteria.

of any offence affecting honor or honesty is nominated for
membership of the Board of Directors.
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COMPOSITION OF THE BOARD
NOMINATION, REMUNERATION
& COMPENSATION COMMITTEE
(NRCQ)

Bassam A. Al-Bokhari

Chairman of Nomination, Remuneration and Compensation
Committee

Vice President of Industrial Relations & Secretary of the
Committee (Non-Member)
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In July 2013, Petro Rabigh Board of Directors approved the forma- + Monitoring the marketers' activities for compliance with
tion of the Marketing Steering Committee (MSC) which guides the established governance rules and agreements in marketing
Company in marketing its products and the relationship with the the products.

marketers. Its responsibilities include: + Monitoring the marketers' activities for compliance with

applicable laws and regulations in marketing the products.
« Monitoring the marketers’ performance.
« Reviewing and making recommendations regarding the
effectiveness of the marketers’short and long term strategies
in marketing the products.
« Reviewing the marketers’ activities and making recommenda-
tions to maximize long-term revenue realization.
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COMPOSITION OF THE Neme Titl
COMPANY’S MARKETING Abdulsalam M. Al-Mazro Chairman of Marketing Steering Committee
STEERING COMMITTEE (Msc) SaudHA, AI-AHshgar ) R Member
Noriz;ki Takéshita H S Member
Taka;hi Shi(_:j‘emori H H Vice President of"Market Developmeﬁt & éécretary of the

Committee (Non-Member)
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() o ® ()
Jan1,2013 Feb2,2013 .
SR17.8 SR17.8 Mar2, 2013 SR17.65 ¢
SR17 :
May1,2013 June1,2013

SR16 SR15.95

Apr1,2013




Aug1,2013 Sept 1,2013
SR15.65 SR15.55

RESTRUCTURED AGREEMENT TO BOOST
REVENUES BY SR1 BILLION

Petro Rabigh announced on December 15 a restructured agree-
ment with founding shareholders Saudi Aramco and Sumitomo
Chemical to reduce international marketing fees by a third. In ad-
dition, commission for the marketing of the Company's petroleum
products on the domestic market have been cancelled.

Annual Report 2013 Petro Rabigh @

Jan1,2014
SR25.4

Dec1,2013

. . SR16.8
Nov 3,2013
0ct1,2013

. Share price (in SR at closing)

The five-year agreement, which will be backdated to April 1, 2013,
is projected to impact on the Company’s revenues by around SR1
billion for 2013, increasing to SR1.3 billion annually in subsequent
years based on current price expectations and production levels.
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SAFETY HIGHLIGHTS 13

AT PETRO RABIGH SAFETY IS A VALUE THAT GUIDES ALLITS
OPERATIONS.

The Company maintains its OHSAS 18001:2007 (Occupational
Health & Safety Management Systems) certification which it has
held since 2011, and Occupational Health, Radiation Protection and
Environmental Health assessments are performed to protect the
health and wellbeing of employees and the community and comply
with applicable company and government regulations.

In 2012 the Company, in partnership with safety consultants
DuPont, also launched the PetroSafe project to bring employee
and process safety performance to world class levels. PetroSafe

is a comprehensive program aimed at improving leadership
development, process safety management system efficiency, safety
culture maturity and incident and process safety failure rates.

The transformation through PetroSafe to a unified Petro Rabigh
safety culture will reduce unwanted events and contribute to
increased efficiency, productivity and profitability.



Annual Report 2013 Petro Rabigh Q










@ Petro Rabigh Annual Report 2013

One of Petro Rabigh’s founding objectives is to develop With special focus on job certification for operators

a skilled workforce with a strong local commitment. and technicians, the Company has also partnered with
A number of in-house and out-of-company training Saudi Petroleum Services Polytechnic (SPSP) for an
programs have contributed towards achieving that in-house English Language training program for both
goal, including the Apprenticeship Program for Non- paraprofessional and professional employees.

Employees in which 383 trainees are enrolled, a number

expected to exceed 600 in 2014. There is also the College At the end of December 2013, Petro Rabigh’s manpower
Degree Program for Non-Employees, and the University totaled 2,507, with a Saudization rate of 87%.

Fresh Graduates Program which gives Saudi nationals

Company-specific work experience and qualifies them for

engineering and other professional jobs in both Phases |

and Il.
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Petro Rabigh founding shareholders and Petro Rabigh, aided by
third party consultants, conducted a thorough assessment of
Petro Rabigh’s operational and marketing performance, process
safety and systems integrity and reliability. Petro Rabigh developed
various enhancement roadmaps which were endorsed by the
Board of Directors on different occasions during 2013 to address
the assessment findings and transform Company’s performance
to best-in-class. The roadmaps included implementing safety
enhancements, improving internal systems and processes and
resolving certain design issues. At the direction of the Board in early
2014, Petro Rabigh has developed a comprehensive Transformation
Roadmap to improve performance to a leading position, create
value to all stakeholders by increasing revenue and reducing cost,
and support economic development in the Kingdom. The Roadmap
consists of six primary plans. Three have already been approved by
the Board and implementation has started, and three are under
development for Board approval:

1. Enhance Safety, Health and Environment Performance
2. Develop & Retain Competent Workforce
3. Achieve & Sustain Plant Integrity & Reliability
a) Restructuring Maintenance System
b) Improving Material Management System
c) Establishing Asset Integrity Management
d) Increasing Plant Utilization
4. Establish Effective Marketing and Supply Chain Process
5. Establish Effective Financial Organization and Acumen
6. Improve Information Technology Organization and Process

The Roadmap comprises clear action plans, schedules and
deliverables designed to transform Petro Rabigh performance within
three years to realize the Company’s positive financial potential.
A unified ‘Petro Rabigh Transformation Roadmap Framework’ has
been developed to put all roadmaps in one consistent format,
document actions, involve more employees at all levels and track




and measure progress and outcomes. Furthermore, partnership with
specialized consultation companies is under process for selection
and engagement.

Immediately after obtaining Board endorsements, Petro Rabigh
started implementation of the transformation roadmaps. The
founding shareholders are providing the necessary support_to
Petro Rabigh in executing the roadmaps. In 2013, the focus was
on creating a culture of change, building willingness, confidence,
disciplines and executing quick wins. In 2014, the focus will be on
execution, documenting work processes and realization of benefits.
While Petro Rabigh is anticipated to fully benefit from the
transformation plans on the long term (three-year program), yet
noticeable improvements have already been observed on plant
safety and operation stability. This was clearly demonstrated by
the ability to reach high processing levels of Ethane (113MMSCFD)
versus design value of (95MMSCFD), increase in Polymer plants
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availability, high utilization levels of Butene and Linear Low Density
Polyethylene plants and improved safety indices. A positive
change has also been observed in employee behavior, discipline,
and professionalism in performing activities. For instance, plant
utilization has been improved and sustained at most of the plants at
average 95%; Prime ratio in LLDPE has been successfully managed;
and quality giveaway has met the industry practice of 5 cents per
barrel giveaway cost. Major change has been noted in maintenance
practices and théifrelations with Operations. Changing the mindset
to focus on cost reductionand revenue generation has been realized
after conducting several meetings and accountability sessions with
all chief hats. Competency of employees has improved and can be
noticed in the presentations skills, investigation, incident reporting,
meetings, and idea generation. These signs are encouraging
indictors to move forward faster in 2014 and onward.
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CORPORATE SOCIAL RESPONSIBILITY

The Company performs a range of ongoing Corporate Social
Responsibility (CSR) initiatives to aid the social and economic
development of the Rabigh region, including food handouts to the
needy, the provision of bus services for students in charity housing,
potable water at remote schools and irrigation water for public
gardens. The six-week Summer Training Program provides high
school students from Rabigh and dependents of employees with
courses in English, computer skills and safety procedures.

In February 2013 the Company participated in the “Clean Up
the GCC” initiative of the GCC and the Gulf Petrochemicals and

Chemicals Association (GPCA) with its Above & Below Cleanup
Day campaign to clean Rabigh beach. Above & Below aimed to
promote environmental awareness, recycling and volunteerism, and
worked with local schools and universities to reach out to over five
thousands students.



RESPONSIBLE CARE

Petro Rabigh has also adopted the Gulf Petrochemicals & Chemicals
Association (GPCA) Responsible Care Initiative, the chemical
industry’s comprehensive Health, Safety, Security and Environment
(HSSE) performance improvement initiative, and has established
processes, methods and practices within a frame of Responsible Care
Management System. Through Responsible Care, Petro Rabigh is
committed to working with other companies to continually improve
the HSSE knowledge and performance of technologies, processes
and products over their life cycles so as to avoid harm to people and
the environment and to proactively respond to the concerns of the
stakeholders.
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His Excellency Ali Ibrahim Al-Naimi, Minister of Petroleum & Mineral
Resources, tests one of the recycling machines installed for February’s Above
& Below Cleanup Day environmental awareness campaign

MARINE ENVIRONMENT PROTECTION
PROGRAM

Petro Rabigh hasincorporated a number of significant environmental
mitigation measures as part of its Environmental Policy to protect
the environment. Since 2009 our Marine Environmental Protection
Program has carried out regular periodical monitoring and
assessment of the marine environment and its living resources. The
Research Institute at King Fahd University of Petroleum and Minerals
concluded in its latest Annual Environmental Compliance Survey
that Petro Rabigh's operational activities have no significant impact
on the Rabigh coast, marine waters of the Red Sea or groundwater.
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PARTNERSHI|

H.E. Ali Al-Naimi, Minister of Petroleum & Mineral Resources, Saudi Aramco President & CEO Khalid Al-Falih, and Chairman of the Board Khalid G. Al-Buainain view the
products of manufacturing tenants during the Saudi Aramco Board of Directors’ tour of Rabigh PlusTech Park in February

RABIGH PLUSTECH PARK

Rabigh PlusTech Park, the first private industrial park in Saudi Arabia,
was established by Saudi Aramco and Sumitomo Chemical adjacent
to the Petro Rabigh complex for companies to further convert
petrochemical products into downstream products and create a
captive market for Petro Rabigh products.

Benefiting from Petro Rabigh'’s petrochemical feedstock supplies,
PlusTech Park is attracting both local and international investment,
bringing new industries to the region, creating thousands of jobs
and contributing to economic diversification and sustainability.

RABIGH PHASE I

The Rabigh Phase Il project is an expansion of the existing refinery
and petrochemical complex that will increase the petrochemical
product slate, enhance refining and petrochemical integration, and




boost diversification into high value-added petrochemicals new to
the Kingdom.

Established by Petro Rabigh founding shareholders Saudi Aramco
and Sumitomo Chemical, Rabigh I will utilize leading-edge
technologies from Sumitomo Chemical and other companies,
maximize synergies with Petro Rabigh, utilize Saudi manpower, and
further develop the conversion industry.

INTERNATIONAL MEDICAL CENTER

Health and safety is a value that underlies everything the Company
does, and to ensure the very best health and medical care for its
employees and families, Petro Rabigh partners International Medical
Center (IMC) in the operation of the Company’s medical facilities.

IMC's state of the art facilities rank it among the best healthcare
providersin the region, and its facilities at Petro Rabigh provide basic
healthcare services to some 6,000 employees and families. Medical
emergencies or patients who need hospital admission for treatment
that requires an overnight stay or more, are referred to the IMC’s 300
bed multi-specialty hospital in Jeddah.

VENDORS AND SUPPLIERS

Petro Rabigh’s vendors and suppliers play a key role in the success
of its business and quality assurance is implemented through

the promotion of mutually strong relationships and effective
communication channels.

The partnerships that Petro Rabigh maintains with its vendors and
suppliers are built on the values of efficiency, service and quality.

SCHOOLS

The education of their children is a top priority for Petro Rabigh
employees, and to give them access to the standards and facilities
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that meet their expectations, the Company maintains partnerships
with Dar Al-Thikr Schools and World Academy. Dar Al-Thikr runs
schools at Petro Rabigh Community that provide a safe environment
for on-the-doorstep schooling that matches the cultural and social
requirements of Saudi families. The World Academy, based 40
kilometers away at King Abdullah Economic City (KAEC), offers
state-of-the-art facilities for students from kindergarten to high
school level. Teaching staff from the USA and Canada follow an
international curriculum enriched with the unique resources and
cultural heritage of Saudi Arabia.
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PETRO RABIGH -COMMUNITY

Petro Rablgh Community, located inits own enclosed compound on -
the shores of the Red Sea;providesahigh qualityliving environment
for Company emp_l.oyees and .depéndents.' The Community “is'"
integrated into Petro Rabigh's power.and watér supply,infrastructure
nétwork and.in additjon to villaand singleaccommodation housing,
security and emeérgency:serviées;’ includes educational, medlcal and
-extensive sports, Ielsure and beach facilities.
p - g
The Commumty also serves asa focal point for Company campalgns
and ' training through whjch opera’uonal health, safety and
environmental messages arfd practices are disseminated.
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RABIGH REFINING AND PETROCHEMICAL COMPANY (PETRO RABIGH) WAS ESTABLISHED AS A SAUDI LIM-
ITED LIABILITY COMPANY UNDER COMMERCIAL REGISTRATION NO. 4602002161 ON 15-08-1426H (COR-
RESPONDING TO SEPTEMBER 19, 2005). THE COMPANY WAS CONVERTED INTO A JOINT STOCK COMPANY
PURSUANT TO THE MINISTER OF COMMERCE AND INDUSTRY’S RESOLUTION NO 262/Q DATED 22/10/1428H
(CORRESPONDING TO NOVEMBER 3, 2007). THE OBJECTIVES OF THE COMPANY ARE THE DEVELOPMENT,
CONSTRUCTION AND OPERATION OF AN INTEGRATED PETROLEUM REFINING AND PETROCHEMICAL COM-
PLEX. THE COMPLEX MANUFACTURES REFINED PETROLEUM PRODUCTS, PETROCHEMICAL PRODUCTS AND
OTHER HYDROCARBON PRODUCTS INCLUDING; GASOLINE, NAPHTHA, JET FUEL, DIESEL, FUEL OIL, POLY-
ETHYLENE (PE), MONO ETHYLENE GLYCOL (MEG), POLYPROPYLENE (PP) AND PROPYLENE OXIDE (PO).

2. COMPANY’S BUSINESS

Petro Rabigh’s business is composed of two main activities; namely refining and petrochemical production. The two activities are fully
integrated to maximize profit and minimize cost by converting low value products to higher margin products.

Refining:

The Company process up to 400,000 barrels per day of Arabian Light crude oil and produce 134 million barrels of gasoline, naphtha, jet
fuel, diesel and fuel oil annually.

Petrochemicals:

The Company produces up to 2.4 million tons per annum of polyethylene, mono ethylene glycol, polypropylene and propylene oxide
from crude oil, ethane and butane feedstock supplied by Saudi Aramco.

The following table indicates each of the two activities contribution to Petro Rabigh business in the year 2013:

SALES OF REFINED AND PET- 2013SALES ~ CONTRIBUTIONTO SALES (%)
ROCHEMICAL PRODUCTS FOR  REeFINING 42,865,957 85%

2013 IR T e
e SAR000) DTSR A .

3. PRODUCT SALES AND MARKETING

The marketing agreements between the Company and the two founding shareholders, namely Saudi Aramco and Sumitomo Chemical,
are the key documents to govern the relationship between the Company and its marketers. Saudi Aramco is the sole marketer of the
Company’s refined products while Sumitomo Chemical is responsible for marketing a major portion of the petrochemical products. The
remaining portions of the petrochemical products are marketed directly by the Company within the GCC and the Middle East. The Com-
pany is benefiting from the well-established marketing and distribution networks of both founding shareholders.
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GEOGRAPHICAL SALES OF DESTINATIONS VOLUME (BBL) %
REFINED PRODUCTS FOR 2013 SAUDI ARABIA 8417028  80%
(in SAR‘000) ASIA 17,132,093 16%
EUROPE 288,606 0%
MIDDLE EAST 4,140,356
TOTAL 105,731,303 100%
2013 Geographical Sales Analysis
Refined Products
Saudi Arabia
Asia
Europe
Middle East
4.2 Petrochemical Products
GEOGRAPHICAL SALES OF DESTINATIONS VOLUME (MT) %
PETROCHEMICAL PRODUCTS FOR A 11453 6%
2013 SAUDI ARABIA 139,307 8%
(in SAR000) MIDDLE EAST 197,546 12%
NORTH AFRICA 30,887 2%
EUROPE 184,299 11%
TOTAL 1,666,574 100%

2013 Geographical Sales Analysis
Petrochemical Products

Asia

Saudi Arabia
Middle East
North Africa

Europe
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1. Commercial Arrangements with Founding Shareholders

In 2013 Petro Rabigh entered into arrangements with its founding shareholders with regards to fuel supply and marketing commis-
sions, Per these arrangements , Saudi Aramco supplies Petro Rabigh with 50 million cubic feet daily, or its equivalent, of methane gas

per the local market price, until the completion of the main gas network in Rabigh area as Petro Rabigh will apply for the allocation of
the required amount of gas to Petro Rabigh through the appropriate regulatory authorities in the Kingdom. In addition, the Founding
Shareholders shall equally handle international marketing of Petro Rabigh’s products. Further, they are committed to reducing marketing
commission by about one-third of current rates. Also, the marketing commission for PRC's refined products has been canceled. This ar-
rangements shall take effect retroactively as of April of 2013. These arrangements are further explained in the Related Party Agreements
and Transactions segment of this report.

2. Petro Rabigh Transformation Roadmap

Petro Rabigh Management has implemented the Board direction to strive for urgency to change and transform PRC performance to
best-in-class rank. To complement this direction, Petro Rabigh has developed a transformation roadmap consisting of six primary plans
to drastically improve PRC performance and create value to all stakeholders (Further explained in the Future Prospects segment of this
report). During 2013, three plans were presented and approved by the Board, and another three are under final stage to be presented to
the Board for approval:

1. Enhance Safety, health and Environment Performance
2. Develop & Retain Competent Workforce
3. Achieve & sustain Plant Integrity & Reliability
a) Restructuring Maintenance System
b) Improving Material Management System
¢) Establishing Asset Integrity Management
d) Increasing Plant Utilization
4. Establish effective Marketing Organization
5. Establish Effective Financial Organization and Acumen
6. Improve Information Technology Organization and Process

PRC has pursued a consistent approach and methodology in implementing improvements and achieving sustainability by addressing
root causes classified into three major categories, (Asset, People, Process) to ensure focus. Moreover, PRC capitalizes on the results of
several internal and external assessments conducted by PRC and the founding shareholders as well as 3rd party consultants including
Solomon Associates for operational performance; Booz Company for Marketing performance, Philip Townsend Associates for Polymer
logistics, DuPont for process safety; and Tower Watson for staffing level. The roadmaps will be developed and executed by PRC employ-
ees, which will provide better learning and ensure ownership. PRC also capitalizes on Sponsor’s support to ensure quality in execution,
credibility, and transfer of knowledge and resources to expedite execution.

PRC has observed positive change in the behavior, disciplines, and professionalism in performing activities. For instance, plant utiliza-
tion has been improved and sustained at most of the plants at average 95%. Prime ratio in LLDPE has been successfully managed, and
quality giveaway has met the industry practice 5 cents per barrel giveaway cost. During the year, accomplishments were witnessed in the
following areas:

Process Plant Safety: Safety Observations coaching completed by third-party subject matter experts, Quality review of procedure were
conducted, Contractor Safety Management procedures are completed , Process hazard analysis implantation is on-going.

Company Organization Realignment: Re-organization has been approved and implemented for better effectiveness and productivity.

Maintenance Effectiveness: All maintenance activities and related service contracts were centralized, existing maintenance plans and
programs were revised to ensure effectiveness.

Developing and Retaining Competent Workforce: Recruitment processes were improved and a certification was developed and activat-
ed. Apprenticeship training has been completely re-engineered and a Company Training Center was revamped and training programs

were restructured.

Asset Integrity: An asset integrity dashboard is established, Corrosion loops for all process plants with on-line monitoring dashboard was
established.

Process Plant Enhancement: After the recovery from the blackout in September, operation ratio of the complex became stable, Petro-
chemicals prime ratios for November and December months showed significant improvement and averaged above 96% level.

6. FUTURE PROSPECTS

The Company foresees normal operation in 2014 and onwards, while the following future prospects are taken into consideration by the
Company’s management and Board of Directors:
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1. Petro Rabigh Transformation Roadmap Framework

The transformation will take further and drastic route of implementation by integrating all road maps into one framework, establishing
key performance indicators and involving more PRC employees at all levels. Furthermore, partnership with specialized consultation com-
panies is under final stage for selection and engagement. The positive signs observed during 2013 are encouraging indicators to move
forward faster in 2014 and onward. PRC Management will organize the implementation as follows:

« Change Management communication
- Awareness of transformation at all levels to gain the support and focus
- Team building exercise has been started since December and will continue to ensure establishing better alignment about
the change of company culture. More session are planned in March and April.
« Key Performance Indicators (KPI)
- Develop KPI's to track progress and ensure accountability of execution
« Develop measurement tools to support decision making
« Reporting and documentation
- Approval of the final implementation
« Consistent and one comprehensive reporting
« Establish knowledge management process to ensure work process has been implemented and documented.
+ Employee’s involvement
- Expand the transformation implementation to all levels
« Involve more employees in the implementation to gain buy-in and better competency development

2. Settlement with the Utilities Service Provider Rabigh Arabian Water and Electricity Company Limited (RAWEC)

On September 18, Petro Rabigh expressed to the Rabigh Arabian Water and Electricity Company Limited (RAWEC) its intention to termi-
nate the Water and Energy Conversion Agreement (WECA) signed between the two parties as a result of a total blackout that occurred
on September 12, 2013 which led to interruption (blackouts) of the power and steam supplies.

However, Petro Rabigh reached a preliminary agreement on Tuesday, December 31, for a settlement with RAWEC, the settlement in-
cludes a financial package amounting to more than a billion riyals that is composed of the following:

« 750 million Saudi Riyals to be paid to Petro Rabigh in cash upon signing of the final agreement,

+ 190 million Saudi Riyals a reduction in the value of the future tariff throughout the remaining period of the agreement.

«In addition to 250 million Saudi Riyals of capital investments by RAWEC to improve the reliability of facility grid, which supplies Petro
Rabigh with electricity and steam.

3.Test and Inspection (T&l) of the Entire Refining and Petrochemical Complex is scheduled in 2015

The Company is planning to perform a T&l in 2015, which requires the shutdown of the entire complex, the T&l is performed to ensures
the safe and stable operation of the Complex. This is the second T&I since 2011. Performing a major T&I every 5 years is a regular practice
in the refining and petrochemical industry.

4, Polyol Production

In late 2013, Petro Rabigh initiated feasibility studies for the construction and operation of a Polyol facility. Polyol is used in the manufac-
turing of many products such as mattresses, foam insulation for appliances, home and automotive seats, fibers, and adhesives.

7. POTENTIAL RISKS & RISK MANAGEMENT

The business of Petro Rabigh relies on oil refining and petrochemical production which is exposed to the following potential risks:
« Risks related to Credit, Liquidity and Trade:

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss. Cash is placed with banks with sound credit ratings. The majority of accounts receivable (96%) are from related parties with
historically very strong credit ratings, and are stated at their realizable values. The Company has a Credit Insurance Policy with Islamic
Corporation for the Insurance of Export Credits and Investment, to cover Company’s receivables from Middle East. It is not the practice
of the Company to obtain collateral over receivables. As at December 31, 2013, there were minimal overdue debts equivalent to 2.89%
(2012: 3.28%) of the trade receivables balance of Company’s allowed credit periods. Employee home ownership program loans are due
from either existing employees or terminated employees but secured by a guarantor.

Fair Value and Cash Flow Interest Rate Risks are the exposures to various risks associated with the effect of fluctuations in the prevailing
interest rates on the Company’s financial position and cash flows. The Company’s interest rate risk arises mainly from long-term debts,
which are at floating rates of interest. All debts are subject to re-pricing on a regular basis. Management monitors the changes in interest
rates and believes that the fair value and cash flow interest rate risks to the Company are not significant.



@ Petro Rabigh Annual Report 2013







@ Petro Rabigh Annual Report 2013

Liquidity Risk is the risk that an enterprise will encounter difficulty in raising funds to meet commitments associated with financial in-
struments. Liquidity risks may result from the inability to realize a financial asset quickly at an amount close to its fair value. Liquidity risk
is managed by monitoring on a regular basis that sufficient funds are available to meet the Company’s future commitments. The Com-
pany aims to maintain the level of its cash and cash equivalents in excess of expected cash outflows of financial liabilities. The Company
has contractual commitments of cash outflows related to its financial liabilities, mainly related to trade and other payables, finance lease
obligations and long-term loans.

Currency Risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign currency exchange rates. The
Company’s transactions are principally in United States Dollars and Saudi Arabian Riyals.

Fair Value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing parties in an arm’s
length transaction. As the Company’s financial statements are prepared under the historical cost method, differences may arise between
the book values and the fair value estimates. Management believes that the fair values of the Company’s financial assets and liabilities
are not materially different from their carrying.

« Risks Related to the Economic Situation:

The Company realizes that it operates in a competitive market and the demand of Petro Rabigh products is influenced by global as well
as local economic conditions. The major influential factor on demand of Petro Rabigh products is anticipated to be major economic
recessions or stagnant local economic conditions. The downturn of both international and local economic conditions will likely initiate

a decline in demand for both refined and petrochemical products and that would impact Petro Rabigh’s planned sales and targeted
revenues, and if coupled with upward inflationary risks it can further apply pressure on the demand of the Company’s products as well as
anticipated feedstock cost. Therefore, the Company continuously and closely monitors market condition, supply and demand conditions,
interest and exchange rates to forecast and plan for any potential downturns.

« Risks Related to Operations:

The Company sources of revenue rely on the operation of plants and facilities that are influenced by performance and plant capacity
utilization, as well as strong engineering support and reliable information technology infrastructure.

The safe operation of the plant is what influences the plant performances and capacity utilization, and to control any foreseen risk from
unfavorable plant safety, the Company has outsourced a third-party who is well known and has the reputation in the industry of their
proven methods in process safety management. The third-party company will continue to monitor practices used in the integrated
facility and will report its observations and recommendations in a timely manner and that will be followed by corrective actions by man-
agement, also, Petro Rabigh relies on internal departments as well as third parties to continually survey the safety practices and methods
applied in the course of operation ensuring that it meets at least the minimum of best industry practices and international industry
standards. The Company relies on Information technology for plant operation, and to mitigate any risk of IT failure the Company’s IT
Department takes the initiative to limit the risk associated with IT service disruptions from cyber threats like computer hacking/malicious
codes and viruses. IT Infrastructure Security perimeter protections comprises of Firewalls, Intrusion Prevention Systems, Web, System &
Email protection systems which are geared up to meet the perceived threat. In addition well established internal control mechanism is
governed by robust IT processes benchmarked on global standards like ITIL & ISO27001.

« Risks Related to Governance:

The Board of Directors among its other responsibilities performs the role and responsibility of setting the Company’s strategic direction.
Part of that will rely heavily on management’s reports and representation regarding the Company’s operations and activities. Thus, there
is an implied potential risk in practicing this role if ineffective or wrong information is delivered to the Board of Directors which could
lead to ineffective direction and will likely result in unwanted profitability impact and/or desired return on investment. To manage and
to mitigate this risk, the Company’s Board of Directors is continuously overseeing and reviewing the Company’s compliance to corporate
governance rules and regulations through different approaches such as but not limited to:

a- Establishing Board committees which will meet periodically as well as prior to Board meetings with the purpose of contin-
uous evaluation and review of various annual corporate plans such as Sales, Marketing, Compensation plans, Audit Reviews,
etc.

b-The Company’s established policies are not fixed over the entire life of the organization. Therefore, policies and procedures
are reviewed by the Board on “as needed” basis in order to avoid breaching of preset controls due to changing dynamics of
the business that the Company operates in.

c-To ensure that the strategy plan as set by the Board is implemented effectively and to avoid the risk of management
diverting from the plan, each organization takes the responsibility of setting key performance indicators (KPI's) which are
directly aligned to key strategic objectives. The results of the KPI's are then aligned and are reviewed in each Board meeting
against the strategic plan.

« Risks Related to Regulations:

The Company is operating in a dynamic environment and its business operation is governed by local as well as international regulations.
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To control the risk of immediate regulation impact on the Company’s operations, the Company has established a Public and Government
Affairs Department which is an organization that carries the responsibilities and is accountable for following up on the development of
local and international regulations pertaining to the petrochemical and refining industry and is in charge of taking steps necessary to
report to management within a reasonable time-frame any changes to regulations that is assessed to have direct or implied restrain on
the Company’s operation as well as communicating the need to comply to certain regulations and suggesting the appropriate steps to
do so. This includes local governmental regulations such as regulations and laws by the Ministry of Petroleum, Ministry of Commerce
and Industry, the Capital Market Authority, etc. and International regulations such as trade and anti-dumping laws and regulations and
environmental regulations, etc.

8.2013 FINANCIAL SUMMARY

Following is a brief description of the 2013 financial outcome in comparison to the previous year:

« Net profit for the year ended December 31, 2013 was SAR 359.2 million (December 31, 2012: SAR 488.9 million) equivalent to a de-
crease of (26.5%).

NET PROFIT FOR 2013 NET PROFIT L2013 A2
(in SAR million) 500 % '
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- Earnings per share for the year ended December 31, 2013 are SAR 0.41 (December 31, 2012: SAR 0.56 per share).
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« The gross profit for the year ended December 31, 2013 was SAR 461.1 million (December 31, 2012: SAR 1,529.2 million) equivalent to a
decrease of (69.80%).
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« Operating loss for the year ended December 31, 2013 was SAR (313) million (December 31, 2012: Operating profit of SAR 654 million).
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The reason for the decrease in net profit for the year versus last year is due to deteriorated refinery margin and low and unstable opera-
tion affected by two blackouts, despite the new commercial arrangements with the Company’s founding shareholders and recognition
of upfront payment from RAWEC.
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BALANGCE SHEET
(in SAR000) CURRENT ASSETS
NON-CURRENT ASSETS
CURRENT LIABILITY
LONG-TERM LOANS & OTHER LIABILITIES
A R LI ABILITIES
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31 DECEMBER 2013 31 DECEMBER 2012 31 DECEMBER 2011 31 DECEMBER 2010 31 DECEMBER 2009

16,258,850 16,488,519 16,264,531 12,212,302 8,947,680 '

29,334,969 31,287,030 33,587,166 35,030,684 43,198,730 '

L essmE anyssds ASESLEY 4724298 S2146410,
15,693,786 16,347,884 17,759,702 13,639,248 11,337,665

20,982,576 22,866,723 24,006,297 25,593,941 32,977,927 '

8,917,457 8,560,942 8,085,698 8,009,797 7,830,818 .
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INCOME STATEMENT

(in SAR'000) INCOME
REFINED PRODUCTS
PETROCHEMICAL PRODUCTS
COSTOF GOODSSOLD
GROSS PROFIT (LOSS)

OTHER INCOME (EXPENSE) - NET

*This only pertains to commercial sales, where pre-commercial sales were deducted from the Construction in Progress account

The financial statements of the Company have been prepared and kept in accordance with the Generally Accepted Accounting Principles applied in
stantly applied in the Company. There is no deviation from the accounting standards issued by SOCPA.
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31 DECEMBER 2013

31 DECEMBER 2012

31 DECEMBER 2011

31 DECEMBER 2010

31 DECEMBER 2009

50,597,710 62,010,877 53,376,836 46,837,888 29,422,706 .
42,865,957 52,541,909 45,265,312 39,057,796 27,897,120* .
7,731,753 9,468,968 8,111,524 7,780,092 1,525,586* .
(50,136,617) (60,481,712) (52,392,648) (46,109,234) (29,878,063) .
461,093 1,529,165 984,188 728,654 (455,357) '
(774,105) (875,201) (881,397) (841,452) (753,630) .
672,195 (165,106) (36,898) 321,488 (224,069) '

the Kingdom of Saudi Arabia under the supervision of the Saudi Organization for Certified Public Accountants (SOCPA). These principles are con-
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The Company has utilized all of the loans available to it from third-party lenders totaling SAR 21,900 million. It has also drawn down a
total of SAR 2,287.5 million from each of its founding shareholders during 2008 and 2009.

In addition, A multipurpose facility (MPF) amounting to SAR 375 million is available on demand with the onshore account bank at the
rate of Libor plus 0.65% and will expire on the 28th of August 2014.

The loan period for third party loans is 12.5 years starting 2009 and ending 2021. The Company started the repayment of these loans in
June 2011 and will continue until 2021.

Loan from founding shareholders is repayable on demand on achieving the conditions set by the financial institutions according to the

Credit Facility Agreement which is mentioned Related Party Agreements and Transactions segment in this report.

Loans from Commercial, Islamic and Governmental Financial Institutions:
The following table shows Petro Rabigh loans from commercial banks, Islamic banks and government agencies:

LOANS FROM Lender Repayments Balance on Balance on Balance on Balance on Balance on
COMMERCIAL During 2013 31December 31 December 31 December 31 December 31 December
ISLAMICAND, 2013 2012 2011 2010 2009
For International
FINANCIAL Cooperation
INSTITUTIONS Commercial Banks 516,490 5,106,373 5,622,863 6,139,353 6,525,000 6,525,000
in SAR000 O s s SO AN
( ) Public Investment 260,526 3,011,842 3,272,368 3,532,894 3,750,000 3,750,000
Fund
Islamic Financial 178,100 1,760,818 1,938,918 2,117,018 2,250,000 2,250,000
Institutions
Total 1,606,432 17,408,638 19,015,070 20,621,502 21,900,000 21,900,000
Loans from Founding Shareholders:
The following table lists Petro Rabigh loans from the founding shareholders:
LOANS FROM Lender Repayments Balance on Balance on Balance on Balance on Balance on
FOU N DING During 2013 31December 31 December 31 December 31 December 31 December
SHAREHOLDERS 2013 2012 2011 2010 2009
(in SAR‘000) SaudiAramco - 2,287‘,500 """ 2,287,500 . 2,287,500 2,28'7‘,500 2,287,500 .
Sumitomo
Chemical - 2,287,500 2,287,500 2,287,500 2,287,500 2,287,500
Total - 4,575,000 4,575,000 4,575,000 4,575,000 4,575,000

10. ACCRUALS FOR GOVERNMENT INSTITUTIONS AND ZAKAT ASSESSMENT

The Company’s outstanding amounts to Department of Zakat & Income tax (DZIT) and General Organization for Social Insurance (GOSI)
are as follows:

OUTSTANDING 31 December 2013 31 December 2012 31 December 2011 31 December 2010 31 December 2009
AMOUNTS Department of 79,894 45,655 27,538 87,222 17,378
To DZlT AND Zakat & Income

(Gosl) General Organi- 5718 5,343 4,785 3,904 2,156

zation for Social

(in SAR000)

85,612 50,998 32,323

11. DIVIDENDS DISTRIBUTION POLICY

The Company’s annual profits shall be allocated, after deducting all general expenses and other costs including taxes and Zakat, as
follows:



Annual Report 2013 Petro Rabigh Q

+ 10% of the annual net profit shall be set aside to form a statutory reserve. Such setting aside may be discontinued by the Ordinary
General Assembly when statutory reserve equals half of the Company’s equity capital.

- The Ordinary General Assembly may, upon a request of the Board of Directors, set aside a percentage of the annual net profit to
form an additional reserve to be allocated for purposes decided by the Ordinary General Assembly.

« All the remaining amounts of the annual net profits shall be distributed to shareholders as dividends unless the Ordinary General
Assembly decides otherwise.

Also, there are no arrangements or agreements whereby any of the shareholders gives up his/her rights to the profits until December 31,
2013

12. RELATED PARTY AGREEMENTS AND TRANSACTIONS

As disclosed in the Company'’s prospectus and in the audited annual financial statements, the Company entered into various agreements
with its founding shareholders and their subsidiaries including, among others:

New Commercial Arrangements with Founding Shareholders

During the three month period ended December 31, 2013, the Company has entered into the following new arrangements with its
founding shareholders:

- A fuel supply arrangement with Saudi Aramco for the supply and purchase of Methane as fuel. The fuel supply arrangement enables
the Company to be compensated for liquid petroleum gases being discharged to the Company’s fuel system as a result, capped at an
agreed daily quantity of Methane gas. As a consequence, during the year ended December 31, 2013, the fuel supply arrangement has
resulted in the reduction of cost of goods manufactured by approximately Saudi Riyals 1,003 million. This agreement is effective until
March 31, 2018.

« An arrangement with Saudi Aramco to waive the crude pipeline through-put fee effective October 1, 2013 for a five year period.
Such arrangement has resulted in reduction of cost of goods manufactured for the year ended December 31, 2013 by approximately
Saudi Riyals 9.23 million.

« An arrangement with Saudi Aramco to amend the pricing formulas for gasoline and fuel oil, effective January 1, 2013 until Decem-
ber 31, 2013. This arrangement has resulted in increase in sales revenue for the year ended December 31, 2013 by approximately
Saudi Riyals 101.38 million.

« An arrangement with Saudi Aramco to continue to waive the marketing fees for all refined products for the period from January 1,
2013 until December 31, 2013, as lifted and sold by Saudi Aramco in the Kingdom of Saudi Arabia in accordance with refined prod-
ucts lifting and marketing agreement. Such arrangement has resulted in increase in sales revenue for the year ended December 31,
2013 by approximately Saudi Riyals 78.35 million.

« An arrangement with Sumitomo Chemical Company Limited to reduce the marketing fee for all polymer and monomer petrochem-
ical products for a period of five years effective October 1, 2013, as lifted and sold by Sumitomo Chemical Asia PTE Limited in accor-
dance with petrochemical products lifting and marketing agreements. Such arrangement has resulted in increase in sales revenue for
the year ended December 31, 2013 by approximately Saudi Riyals 13.05 million.

The formalization of existing agreements to incorporate the above mentioned arrangements is currently ongoing.
Ethane Feedstock Supply Agreement:

On January 28, 2006, the Company entered into an Ethane Feedstock Supply Agreement with Saudi Aramco for the supply to the Com-
pany of all its requirements of ethane feedstock (not to exceed ninety-five million standard cubic feet per day of ethane feedstock) solely
for use in the Rabigh project. The Company pay Saudi Aramco 0.75 USD/BTU from the effective date through December 31, 2015. There
after the price shall be the price commonly applied by Saudi Aramco to all industrial customers in the Kingdom. This agreement is valid
for 20 years and the term is renewable for another 10 years subject to agreement of both parties.

Butane Feedstock Supply Agreement:

On January 28, 2006, the Company entered into a Butane Feedstock Supply Agreement with Saudi Aramco for the supply to the Com-
pany of all its requirements of butane feedstock (not to exceed 12000 bpd of butane feedstock) solely for use in the Rabigh project. The
Company pay Saudi Aramco the price commonly applied by Saudi Aramco to all industrial customers in the Kingdom. There after the
price shall be the price commonly applied by Saudi Aramco to all industrial customers in the Kingdom. This agreement is valid for 20
years and the term is renewable for another 10 years subject to agreement of both parties.



@ Petro Rabigh Annual Report 2013

Crude Oil Feedstock Supply Agreement:

On 28 January 2006, the Company entered into a Crude Oil
Feedstock Supply Agreement with Saudi Aramco for the supply
to the Company of its crude oil feedstock requirements, up to

a maximum supply of 400,000 bpd, solely for use in the Rabigh
Project. The price at which Saudi Aramco sells the crude feedstock
to the Company is based, amongst other variable market factors,
on the international crude oil prices. The COSA is valid for 30 years
commencing from October 1, 2008.

Refined Products Lifting and Marketing Agreement:

On 2 March 2006, the Company signed a Refined Products Lifting
& Marketing Agreement (RPLMA) with Saudi Aramco as sole “Mar-



keter” of refined products from the Rabigh Refinery. The RPLMA is
valid for 10 years from 1 October 2008, and is further extendable
for another 5 years. Pursuant to this agreement, Saudi Aramco will
lift and market globally, on behalf of the Company as “Seller’, the
refined products from the Rabigh Complex.

Petrochemical Products Lifting and Marketing Agreement:

On March 11, 2006, the Company signed a Petrochemical Products
Lifting & Marketing Agreement (PPLMA) with Sumitomo Chemical
as “Marketer” of petrochemical products from the Rabigh Refinery.
The PPLMA is valid for 10 years from accumulated production
date, and is further extendable for another 5 years. Pursuant to
this agreement, Sumitomo Chemical will lift and market globally,
on behalf of the Company as “Seller’, the petrochemical products
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from the Rabigh Complex. An Assignment and
Assumption Agreement dated February 23,
2009 assigns Sumitomo Chemical Asia as the
“Marketer”.

Credit Facility Agreement:

On March 18, 2006, the Company entered into a
Credit Facility Agreement (CFA) with both of its
Founding Shareholders. Under the provisions
of this agreement, the Founding Shareholders
agreed to grant to the Company a loan facility
up to a maximum aggregate amount of SAR 6.2
Billion for the development, design, construc-
tion and operation of the integrated petroleum
refining and petrochemical project. The expiry of
the commitment of the founding shareholders
in respect of this facility was extended from July
1,2011 to July 1,2013.

Terminal Lease Agreement:

The Company entered into a Terminal Lease
Agreement with Saudi Aramco on March 2, 2006
in respect of the existing Rabigh Marine Termi-
nal. Under this agreement, the Company has
been granted certain exclusive rights by Saudi
Aramco to use and operate the Rabigh Terminal Facilities and the
Rabigh Terminal Site for a term of 30 years effective from October
1, 2008.

Secondment Agreements:

The Company has entered into Secondment Agreements with
each of its founding shareholders (with Saudi Aramco dated June
12,2006, and with Sumitomo Chemical dated 1 July 2006. Each of
these agreements has a continuous term to apply until the date
on which a Founding Shareholder ceases to be a shareholder of
the Company. These agreements cover the requirement of the
Company from time to time for the secondment of certain person-
nel to assist in the conduct of business and operations.
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Services Agreements:

The Company has entered into Services Agreements with Founding Shareholders with effect from August 1, 2005 covering various oper-
ational and logistics support services. Each of these agreements has an initial term of 5 years and is renewable thereafter for consecutive
additional periods of one year each.

These agreements cover the provision of various support services to the Company - such as Accounting & Finance, Human Resources,
Engineering, Procurement and Construction, Legal, Information Technology, General Management, Technical Support and Pre-marketing
Support. These agreements also cover the ongoing technical support needed for continuous operations and ongoing enhancements
such as refining and petrochemical process know-how provided by Saudi Aramco and Sumitomo Chemical respectively and marketing
technical services, engineering and safety best practices and training provided by both founding shareholders. The Company shall pay
for these services at prices specified in each service authorization for the services to be provided.

On the other hand, Petro Rabigh entered into minor service agreements with associates of Petro Rabigh’s Founding Shareholders:

Related Party

MINOR SERVICE = RelatedParty
AGREEMENTS WITH Aramco Overseas Company (AOC) B.V. (Italy)
ASSOCIATES OF

Description of Agreement

Provides assistance to PRC employees and their depen-
dents on Out of Kingdom assignments.

PETRO RABIGH’S Aramco Overseas Company B.V. (Korea) Provides assistance to PRC employees and their depen-
FOUNDING dents on Out of Kingdom assignments.
SHAREHOLDERS

AOC to provide Petro Rabigh with recruitment services
for in Kingdom positions

AOC to provide communications, IT, consulting, Engi-
neering, technical, admin or professional services

Petro Rabigh Sells furniture and performs renovation

work for SADARA.

Provide Security Training to 2 employees of SME, a
subsidiary of Sumitomo Chemical assigned in Rabigh
PlusTech Park

Sumitomo Chemical Polymer Compounds,
Saudi Arabia Co. LTD.

Sumitomo Chemical Polymer Compounds,
Saudi Arabia Co. (SPCS)

Provide Security Training to 4 employees of Sumitomo
Chemical Polymer Compounds, Saudi Arabia Co, a
subsidiary of Sumitomo Chemical assigned in Rabigh
PlusTech Park

Rabigh Refinery Complex Lease Agreement:

The Company has entered into Rabigh Refinery Complex Lease Agreement with Saudi Aramco dated November 1, 2005 for the lease of
approximately 11.8 million square meters for a period of 99 years, with effect from November 1, 2005, and may be renewed thereafter
for consecutive additional periods as agreed. The Company shall pay to Saudi Aramco rent in an amount equal to SAR 1 per square meter
per annum starting from October 1, 2008.

Rabigh Community Lease Agreement:

The Company has entered into Rabigh Community Lease Agreement with Saudi Aramco dated 1 October 2008. This agreement has an
initial term of 5 years with effect from October 1, 2008, and may be renewed thereafter for consecutive additional periods as agreed. The
Company shall pay to Saudi Aramco rent of SAR 28.5 million per annum starting from 1 October 2008.

Rabigh PlusTech Park:

Rabigh PlusTech Park is the first private industrial park in Saudi Arabia. It was established by Saudi Aramco and Sumitomo Chemical to
both serve and benefit from the adjacent Petro Rabigh complex by securing long-term tenants to feedstock agreements at conditions

favorable to all parties.

Petro Rabigh signed a service agreement with its founding shareholders, where Petro Rabigh provides Rabigh PlusTech Park tenants
with at-cost logistical and utility services, as well as warehousing facilities, these tenants who are companies that convert petrochemical
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products into downstream products benefit from Petro Rabigh petrochemical feedstock supplies and create a captive market for Petro
Rabigh products.

Rabigh Phase II:

Rabigh Phase Il is a Petrochemical production project under construction adjacent to Petro Rabigh’s refinery and petrochemical complex.
The project is expected to enhance refining and petrochemical integration, and boost diversification into high value-added petrochemi-
cals new to the Kingdom.

Rabigh Il was established by Petro Rabigh founding shareholders Saudi Aramco and Sumitomo Chemical to utilize leading-edge tech-
nologies from Sumitomo Chemical and other companies, maximize synergies with Petro Rabigh, utilize Saudi manpower, and further
develop the conversion industry.

Petro Rabigh signed a memorandum of understanding with its founding shareholders, where Petro Rabigh provides Rabigh Phase Il with
at-cost logistical and utility services.

Transactions with related parties arise mainly from purchases, sale of refined and petrochemical products, credit facilities, terminal lease,
secondments, service refinery complex lease and community lease agreements. In addition to the loan from founding shareholders, the
mentioned agreements and transactions result in receivables and payables balances with the related parties as set out in the balance
sheet in trade and non-trade receivables, trade and other payables and accrued expenses, loans and borrowings, accrued expenses and
other current liabilities, and employee benefits amounting to SAR 8,950 million (2012: 7,543 million), SAR 12,887 million (2012: 14,010
million), SAR 5,120 million (2012: 5,029 million), SAR 104 million (2012: 92 million) and SAR 1 million (SAR 0.9 million) respectively. These
transactions are summarized as follows:

TRANSACTIONS WITH  Nature of Transaction Balance on 31December 2013 Balance on 31 December 2012
RELATED PARTIES saudiArabian Oil Companyandits o
(in SAR'000) associated companies:
Purchase of goods including shortfall of 46155893 55628479
LPG and through-put fee
Sale of refined products 42865957 52,541,900
Financial charges 45305 51,383
Rentals 62658 54231
Costreimbursements si084 12963
Secondees'costs 35801 38,196
Services and other cost charges (credit), 60152 24,402
net

51,571 97,183 “
"""" 5",658,581 W‘7,51 8,662 “
""""""" 45,305 51,383 “
""""""" 700 354
""""""" 36,365 5,716 “
""""""" 41,339 46,994 “
""""""" 2273 1asa

13. RESULTS OF THE ANNUAL AUDIT OF THE EFFECTIVENESS OF THE INTERNAL CONTROL SYSTEM

Internal Audit in Petro Rabigh is an independent, objective and consulting activity designed to monitor and improve the effectiveness
of the system of internal controls in order to add value to the Company’s operations. It helps the Company achieve its goals through
the application of a systematic and disciplined approach to evaluate and improve the effectiveness of risk management, control and
governance processes. Additionally, Internal Audit provides an incentive to improve the effectiveness and efficiency of the Company
operations by providing recommendations based on analysis and assessments of data and business processes.

The Internal Audit Office of the Company has audited the internal control procedures in major activities in 2013, in accordance to the
annual audit plan approved by the Board Audit Committee. The results and recommendations were regularly and periodically commu-
nicated to the Board Audit Committee by the General Auditor. Executive management of the Company agreed to implement Internal
Audit recommendations in a reasonable time frame in order to improve the internal control procedures.
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There were no critical observations found during the 2013 audits that can impair the effectiveness of the Company internal control
systems.

14. PENALTIES AND PROHIBITIONS

The Capital Market Authority imposed a fine of SAR 10,000 (Ten Thousand Saudi Riyals) on Petro Rabigh during 2013 for breaching para-
graph (a) of Article forty-sixth of the Capital Market Law, and paragraph (b) of Article forty, and paragraph (a) of Article forty-first session
of the Listing Rules, for failing to notify the CMA and the public on November 28, 2012 regarding the scheduled regular maintenance for
the Company’s complex..

The Company filed a complaint against the mentioned penalty as the scheduled maintenance was performed during the emergency
maintenance period due to the power interruption that occurred to Petro Rabigh complex on December 29th, 2012, while the scheduled
maintenance was planned for February 2013.

15. BOARD OF DIRECTORS & EXECUTIVE MANAGEMENT

The Board of Directors of Petro Rabigh in its second term is composed of 9 members and it commenced its term on November 3, 2012
and will continue until November 2, 2015. The Company’s General Assembly elected the Company’s Board of Directors for its second
term on October 10, 2012.

The following table shows the composition of Petro Rabigh's Board of Directors including the Director’s names, their Board membership
classifications and board meetings attendance record for the period from January 1 through December 31, 2013:
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COMPOSITION OF
PETRO RABIGH’S
BOARD OF
DIRECTORS

Name &Title 1st Meeting 2nd Meeting
February 19, May 7,2013

2013

T T
Chairman V V v v

Non-Executive Director

3rd Meeting 4th Meeting
September 15, December 9,
2013 2013

Hiromasa Yonekura
Deputy Chairman
Non-Executive Director
Abdullah S. Al-Suwailem

President & CEO Executive v v N N
Director

by Proxy:

by Proxy:
v v Osamu Ishitobi

Osamu Ishitobi

oo |sh|tob| e e
Non-Executive Director v v v v
Noriaki Takeshita
Non-Executive Director v v v v

Motaz A. Al-Mashouk
Non-Executive Director v v v v

Abdljl'salam A.‘I‘-'Mazro
Independent Director v v v v

Saud A. Al-Ashgar
Independent Director v v v v

by Proxy:
Abdulsalam V v
AlMazro

Soliman A. Al-Hosain
Independent Director v

Board of Directors’ Membership on the Boards of other Joint Stock Companies

The following table shows the membership of Board Directors on the Boards of other Joint Stock Companies during the period from
January 1 to December 31, 2013:

MEMBERSHIP OF

BOARD DIRECTORS

ON THE BOARDS
OF OTHER JOINT

STOCK COMPANIES

Sumitomo Chemical & Its Various Sub-
sidiaries

Mashouk -

Al-Mazro

Abdulsalam

Saud A. Al-Ashgar

Arab Academy for Research and Educa-
tion, Bahrain

Arabian Industrial Fibers Co. (Ibn Rushd)

Soliman A. Al-Hosain

Description of Board Directors & their Direct Relatives Interest in Company Stocks and/or Debt Instruments for the period from January 1

to December 31, 2013:
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BOARD DIRECTORS Period Start Period End Net Change %
& THEIR DIRECT Change
RELA‘"VES Name Position Debt Debt
INTEREST IN Stocks Instru- Stocks Instru-
COMPANY STOCKS ments ments
Khalid G. Al-  Chairman (Non- 62,000 - - - - -
Buainain* Executive)
Hiromasa Deputy - - - - - -
Yonekura** Chairman (Non-
Executive)

Abdullah S. President & CEO - - - - - -
Al-Suwailem* (Executive

Director)
Osamu Non-Executive - - - - - -
Ishitobi** Director
Noriaki Non-Executive - - - - - -

Takeshita** Director

Motaz A. Al-  Non-Executive - - - - - -
Mashouk* Director
Saud A. Al- Independent 85,400 - 85,400 - - -
Ashgar Director
Soliman A. Independent 1,000 - 1,000 - - -
Al-Hosain Director
Abdulsalam  Independent 1,000 - 1,000 - - -
Al-Mazro Director

*Founding Shareholder Saudi Aramco deposited 1,000 shares for Board Membership Qualification on behalf of this member
**Founding shareholder Sumitomo Chemical deposited 1,000 shares for Board Membership Qualification on behalf of this member
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Description of Senior Executives & Key Personnel and their Direct Relatives Interest in Company Stocks and/or Debt Instruments from

January 1 to December 31, 2013:

SENIOR Year Start Year End Ch’\;it o Chi/nge
EXECUTIVES . . 98 L
& KEY Name Position Debt Debt
PERSONNEL'S Stocks  Instru-  Stocks  Instru-
AND THE'R ments ments
DIRECT SENIOR EXECUTIVES
RELATIVES SatoshiTakazawa Chief Financial Officer - - - - -
INTEREST IN Yasuhiko Kitaura  Senior Vice President of - - - - - -
g?g’lCI:(ASNY ** Manufacturing
Abdullah M. Vice President of - - - - - -
Al-Qahtani Engineering & Support
Takashi Vice President of Market - - - - - -
Shigemori Development
Bassam A. Vice President of Industrial 252 - 252 - - -
Al-Bokhari Relations & Secretary of
Nomination, Remuneration
and Compensation
Committee
Omar H. Vice President of Safety, 168 - 168 - - -
Ala’uddin Health, Environment. &
Security
KEY PERSONNEL
Eyad M. Ajaj Corporate Affairs Manager 1,250 - 2,050 - 800 -
Khalid N. General Auditor & Secretary 6,054 - 6,054 - - -
Al-Nuwaiser * of Audit Committee
Ghassan H. Secretary of the Board of - - - - - -
Shawli Directors

* Khalid N. Al-Nuwaiser assumed his role in Aug 1, 2013

**Yasuhiko Kitaura assumed his role in April 1,2013

The following table shows the details of Senior Executives & Key Personnel (and their Direct Relatives Interest in Company Stocks and/
or Debt Instruments) whose services ended during 2013. The column “Period End” indicates the last working day of the Executive as

specified below the table:

SENIOR
EXECUTIVES &

KEY PERSONNEL Name
(AND THEIR
DIRECT RELATIVES
INTEREST IN Anwar J.
COMPANY STOCKS Al-Mu-
AND/OR DEBT ...gahki®
INSTRUMENTS) ek
Matsuo **

Period Start Period End Net Change %
Change
Position Debt Debt
Stocks Instru- Stocks Instru-

ments

ments

General Auditor &
Secretary of Audit - -
Committee

Senior Vice Presi-
dent of Manufac- --- -
turing

* Anwar J. Al-Mudahki service ended on July 31,2013
**Tadaki Matsuo service ended on May 4, 2013
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Fees & Remuneration
Details of the Board meeting expenses, remuneration and Company executives’ salaries are shown in the below table:

BOARD MEETING Executives Board ~ Non-Executives Independent  Five Senior Exec-
EXPENSES Members  Board Members  Board Members  utive (Including
f CEO & CFO
AND COMPANY Salaries & COMPENSation 274 oo OB,
EXECUTIVES’ Allowances - - 63 i,
SALARIES Periodic Annual Remu- - - - -

(in SAR‘000) nerations

Incentives Plans - - - R

Other Compensations or - - 413 -
Benefits

*Independent Board members receive an annual bonus of SAR 150,000 each against their service on the Board.

Executive and Non-Executive Board members do not receive compensation nor remuneration against their services on the Board.

16. BOARD AUDIT COMMITTEE

The Board Audit Committee oversees financial, risk management and internal control aspects of the Company’s operations. Its respon-
sibilities include the review and discussion of the Company’s interim and annual financial statements. The Board Audit Committee over-
sees the Company’s external auditor and reviews the effectiveness of external and internal audit and has the authority to engage such
external experts, as it deems necessary to fulfill its obligations of stewardship on the financial affairs of the Company.

The Board Audit Committee has responsibility for reviewing effectiveness of the Company’s system of internal controls, accounting
information systems and finance department competencies and capabilities in light of compliance with generally accepted accounting
standards.

The following table shows the composition of the Board Audit Committee (BAC) during the Board’s second term (starting November 3,
2012 until November 2, 2015) including the director’s name and title. The committee conducted 5 meetings during the period January 1
to December 31, 2013:

COMPOSITION OF Name

Meetings Attended

THE BOARD AUDIT Saud A. AI—AHshgar H H Chairman of Board Audit Co 5
COMMITTEE (BAC) NoriakiTakeshita 5
Motaz A. Al-Mashouk 5

Soliﬁan A. AI-Hosa'i‘n H Member 4+ 1 by proxyto MotazmA.

Al-Mashouk
Khalid N. AI;‘Nuwai;er* H General Auditor & Secretaryofthe I 2

Committee (Non-Member)

* Khalid N. Al-Nuwaiser assumed his role in August 1, 2013, Previous General Auditor & Secretary of the Committee attended 3 BAC meetings during the period January 1, to
July 30, 2013.

Based on the review conducted by the Board Audit Committee, the committee reports that the Company is applying an effective inter-
nal auditing system and that its financial practices in all material respect are in line with accepted accounting standards followed in the
Kingdom of Saudi Arabia.

17. NOMINATION, REMUNERATION AND COMPENSATION COMMITTEE

The Committee, which has a duration of three years, decides on how the Board’s performance is to be evaluated and proposes objective
performance criteria, subject to the approval of the Board. The main duties of the Committee include, but are not limited to, the follow-

ing:

« Recommending to the Board, nominations of Directors in accordance with the approved policies and standards.

« Ensuring that no person who has been previously convicted of any offence affecting honor or honesty is nominated for member-
ship of the Board of Directors.

« Annually reviewing the required skills of the Directors of the Board and the time that a Director should dedicate to the Board's
functions.

- Verifying annually the independence of the independent Directors and the absence of any conflict of interests if the Directors serve
as directors on the Board of any other Companies.
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« Recommending to the Board clear policies for the remuneration for Directors and senior executive officers using performance
criteria.

The following table shows the composition of the Board Nomination, Remuneration & Compensation Committee (NRCC) during the
Board’s second term (starting November 3, 2012 and continues until November 2, 2015) including the directors’ names, titles and meet-
ings attendance during the period January 1 to December 31. The committee had four (4) meetings during the mentioned period:

COMPOSITION OF THE BOARD Name Title Meeting Attended

NOM'NAT'ON, REMUNERATION Motaz A. Al-Mashouk Chairman of Nomination, Re- 4

& COMPENSATION COMMITTEE muneration and Compensation

(NRCC) . . . e Committee .
Saud A. Al-Ashgar Member 4
Noriaki Takeshita Member 4
Abdulsalam M. Al-Mazro Member 4
Bassam A. Al-Bokhari Vice President of Industrial 4

Relations & Secretary of the
Committee (Non-Member)

18. MARKETING STEERING COMMITTEE

In July 2013, Petro Rabigh Board of Directors approved the formation of the Marketing Steering Committee (MSC) which guides the
Company in marketing its products and the relationship with the marketers. Its responsibilities include:

« Monitoring the marketers’ performance.

« Reviewing and making recommendations regarding the effectiveness of the marketers’ short and long term strategies in marketing
the products.

« Reviewing the marketers’ activities and making recommendations to maximize long-term revenue realization.

- Monitoring the marketers’ activities for compliance with established governance rules and agreements in marketing the products.
- Monitoring the marketers’ activities for compliance with applicable laws and regulations in marketing the products.

The following table shows the composition of the Company’s Marketing Steering Committee (MSC) including the director’s name and
title. The committee conducted 2 meetings during the period from January 1, 2013 to December 31, 2013:

COMPOSITION OF THE Name Title Meetings Attended

COMPANY’S MARKETING Abdulsalam M. A-Mazro  Chairman of Marketing Steering 2

STEERING COMMITTEE (MSC) ) ) ) e Committee o
Saud A. Al-Ashgar Member 2
NoriakiTakeshita Member 2
Taka;hi Shig'l‘emori H . Vice Pres"i'c‘ié'ht of Marl;é:(”De- """" 2 .

velopment & Secretary of the
Committee (Non-Member)

19. HUMAN RESOURCES

As of the end of December 2013, Petro Rabigh manpower totaled 2,507, including 2,135 Direct Hires; 68 Saudi Aramco Secondees; and
74 Sumitomo Secondees, with a Saudization level of 87%. Petro Rabigh has maintained genuine efforts towards the recruitment and de-
velopment of a Saudi skilled workforce. The Company also continues to sponsor in-house and Out-Of-Company (OOC) training programs
in collaboration with specialized institutes, especially in the operation and maintenance aspects of the plants. Special focus has been put
on providing job certification, especially for the Company’s operators and technicians. For this purpose, a structured training program
has been established to systematically address job certification requirements. As part of this effort, the Company has partnered with

the Saudi Petroleum Services Polytechnic (SPSP) to establish and run an in-house English Language training program for both parapro-
fessional and professional employees. PRC also focused on safety training and professional & leadership training and partnered with
specialized institutions to deliver the required training.

As part of the Company’s effort to qualify national manpower, three training programs were established: the Apprenticeship Program
for Non-Employees; the University Fresh Graduate Program, and the College Degree Program for Non-Employees. Currently, a total of
383 trainees are enrolled in the Apprenticeship Program. Total program enrollment is expected to top 600 participants during 2014. The
Company is also intensifying efforts to attract hundreds of Saudi nationals to join its University Fresh Graduates Program which provides
them with Company-specific work experience and qualifies them to hold engineering and other professional jobs in both PRC Phases
I1&Il. The Program is planned to include over 200 participants during 2014.
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Shares Ownership Incentive Program for Employees

The Board of Directors has approved implementation of an employee share ownership plan (ESOP) which provides 800 shares to eligible
employees at the end of a 5-year maturity period. To implement this, the Company arranged with a commercial bank to subscribe for 1.5
million shares during the IPO period at the offer price of SAR 21 per share. These ESOP shares are managed by Riyadh Capital under an
open ended mutual fund which has offered to subscribe and hold such shares “on trust” for the employees as part of an Administrative
Service Agreement. These shares, as service awards to employees, are amortized evenly over a period of five years and allocated to eligi-
ble employees until the vesting period has been fully met.

As of the end 2013, a total of 1,819 employees have joined the shares ownership Incentive Program, and a total of 664 employees have
completed their vesting period and the Company has transferred the shares to their portfolios.

Home Ownership Incentive Program

The Board of Directors of Petro Rabigh approved implementing an incentive program for the Saudi employees from both genders to
own housing units. The program aims at providing stability for staff and the convenience of living near the Company’s facilities, which
should positively reflect on their performance and continued employment with the Company. Per this program, the employee can own
or build a housing unit for a single family. The Board of Directors approved 150 loans for 2013.

As of the end 2,013, a total of 135 employees have already joined the program and 15 employees are still under process.

Employee Lot Allowance

Part of the Home Ownership Program (HOP) the Company provides an amount of SAR 200,000 as land lot allowance. This amount is
considered as a personal loan. The employee will only be required to repay this loan, or a prorated amount, if he/she leaves the Company
before completing 5 year of continuous services from the amount receiving date

Employee Savings Plan

The Company offers its employees the opportunity to enroll in a savings plan program where the employee contributes a percentage
not exceeding 10% of his/her basic salary. The Company then rewards the employee at the rate of 10% for each year of continuous ser-

vice, up to 100% of the monthly employee’s contribution starting with the 10th year of continuous service.

The Balance as of December 31, 2013 for the above mentioned Programs and Funds is as follows:

PROGRAMS AND FUNDS S ptON Balance
(in SAR000) Shares Ownership Incentive Program for Employees 18,866
Employee Housing Loan- 8934
Home Ownership Program (10% Fund) !
Employee Lot Allowance
(Home Ownership Program) 39,462
Employer’s contribution to Employee Thrift Plan 16,367

21.SAFETY, HEALTH AND ENVIRONMENTAL PROTECTION

Petro Rabigh has exerted diligent efforts to comply with applicable Environment & Health regulations, Ambient Air quality was contin-
uously monitored by two Air Quality Monitoring Stations (Fixed & Mobile) and Point Source Emission Testing was conducted twice in
2013. Water discharges and groundwater were periodically monitored and reported in accordance with local and international legal
requirements. Marine Environment Survey & Study was carried out annually addressing biodiversity, water quality and bioaccumulation
by an authorized third party and no adverse environmental impact was reported due to Petro Rabigh operation activities.

Occupational Health Programs and environmental health assessments were timely performed to protect the health and wellbeing of
Petro Rabigh employees and community.

Wastes Generation were minimized through the implementation of (4Rs concept/Resource Conservation; to reduce, reuse, recover and
recycle) with the objective of protecting the environment and revenue generation.

Petro Rabigh successfully completed two more surveillance audits conducted during April & October 2013 by the certification body, Det
Norske Veritas (DNV) and maintained its Integrated Management Systems (IMS) in the third consecutive year in compliance with ISO
9001:2008 (Quality management system), ISO 14001:2004 (Environmental management system) and OHSAS 18001:2007 (Occupational
Health & Safety management system) Standards. The IMS has helped Petro Rabigh to improve its Quality, Health, Safety & Environmental
(QHSE) performance, also supported Responsible Care (RC) initiative and implementation of Good Manufacturing Practices (GMP) meet-
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ing European Commission Product Safety Regulation 2023/2006 on Petro Rabigh products & materials intended to come into contact
with food. IMS Team in association with IT Business Application Group has developed and launched online Audit Management Module
on SAP System for managing its internal & external audits.

Petro Rabigh has adopted the Gulf Petrochemicals & Chemicals Association (GPCA) Responsible Care Initiative which is the chemical
industry’s comprehensive health, safety, security and environment (HSSE) performance improvement initiative. Petro Rabigh President &
CEO has recently signed GEPCA CEOs’ Declaration of support for the Gulf Sustainability and Quality Assessment System (SQAS). To assure
compliance and to identify and address HSSE risks and liabilities in a proactive and sustainable manner, Petro Rabigh has put in place
processes, methods and practices within a frame of Responsible Care Management System.

22. CORPORATE SOCIAL RESPONSIBILITY

« Petro Rabigh environmental awareness, “Above and Below” campaign was held in February, 2013 to promote environmental aware-
ness, recycling and volunteerism. The campaign reaches out Petro Rabigh’s employees, Rabigh community, schools and universities.
This clean-up day campaign was part of the Clean up the GCC initiative organized across the region by the GCC and GPCA (Gulf
Petrochemicals and Chemicals Association).

The “Above and Below” Cleanup Day, was an initiative where volunteers joined professional divers and waste disposal experts at
Rabigh public beach, to not only remove litter and leaving a cleaner and healthier place for the community and environment, in-
stead, the litter collected was categorized, contained and analyzed by specialists to provide data on the types of litter we discard. The
resulting information was then published to raise public awareness.

« Petro Rabigh educational and social visit program is an ongoing program open to schools, university students and neighbors. This
program is participating to Petro Rabigh Responsible Care under the Community Awareness and Emergency Response Code, and
it gave Petro Rabigh the opportunity to receive students from diverse educational background (KAUST, Yanbu Industrial College,
Rabigh’s elementary schools, etc.)

« Petro Rabigh Ramadan program distributed over 3000 Iftar meals by Petro Rabigh volunteers during Ramadan to needy families in
Rabigh town and community

- Petro Rabigh supplies a low pressure gardens irrigation water through a network that was built to supply an average rate of 350 m3
of water per day to the Rabigh community. The project has greatly improved the availability of water in demanding periods of the
year.

« Petro Rabigh awards 4 scholarships every year to students from the Rabigh area, to pursue their studies and gain a Bachelor degree
as part of the Company’s Bachelor Degree Program for Non-Employees (CDPNE). As of end of 2013, the number of beneficiaries from
this program was 16 students.

- Since 2008, Petro Rabigh arranges a 6 week summer training program for 24 high school students from Rabigh and the dependents
of Petro Rabigh employees. As of end of 2013, the number of beneficiaries from these programs was 260 High school students.

23. COMMUNICATIONS WITH SHAREHOLDERS

Petro Rabigh pays special attention to its shareholders, as it applies all possible measures to ensure compliance with policies and pro-
cedures related to disclosures that are set by the Capital Market Authority (CMA ), in addition to the internal policies and procedures of
Petro Rabigh, which also complies with the listing rules set by the Capital Market Authority (CMA ).

Petro Rabigh provides information to shareholders, which can be obtained through:

« Saudi Stock Exchange “Tadawul” Website
« The Company’s website www.petrorabigh.com
- A toll-free telephone line for inquiries shareholders, that is : 800-440-9000

The Company also provides comprehensive information on the activities and operations in the financial statements and quarterly and
annual reports. Moreover, the Company is keen to communicate with shareholders and answer their questions and inquiries and provide
them with all the required information in a timely manner and within the boundaries of the aforementioned regulations, transparency
and disclosure rules issued by the Capital Market Authority (CMA).

24, COMPLIANCE WITH CORPORATE GOVERNANCE REGULATIONS
The Company is committed to apply all rules listed in the Corporate Governance regulations issued by the Capital Market Authority
(CMA) in addition that of Petro Rabigh own Corporate Governance Code which was approved by the Company’s Board of Directors on

May 7,2013.

The Company complies with all Corporate Governance regulations that are issued by the Capital Market Authority.
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25.DECLARATIONS OF THE BOARD OF
DIRECTORS

The Board of Directors declares the follow-
ing:

1.There are no businesses or contracts
where Petro Rabigh is a party and a Board
Member, the CEO or the CFO or any person
related to any of them has interest in.

2.That the Accounting records have been
properly prepared and in accordance to
the Generally Accepted Accounting Princi-
ples (GAAP).

3.That the internal control system has
been prepared on sound basis and is
being implemented effectively.

4.That there are no doubts about the
Company’s ability to pursue its activities.

5.That there are no arrangements or
agreements through which any of the
Company’s shareholders waives any profit
rights.
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INDEPENDENT AUDITORS’ REPORT February 24,2014

To the Shareholders of Rabigh Refining and Petrochemical Company:
(A Saudi Joint Stock Company)

SCOPE OF AUDIT

We have audited the accompanying balance sheet of Rabigh Refining and Petrochemical Company (the
"Company") as of December 31, 2013 and the related statements of income, cash flows and changes in
shareholders' equity for the year then ended, and the notes from 1 to 31 which form an integral part of
the financial statements. These 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 explana-
tions which we required, are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these 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 evalu-
ating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

UNQUALIFIED OPINION

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

« Present fairly, in all material respects, the financial position of the Company 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 Company; and

« Comply, in all material respects, with the requirements of the Regulations for Companies and the Com-
pany’s Bylaws with respect to the preparation and presentation of financial statements.

PricewaterhouseCoopers

Ali A. Alotaibi
License Number 379

PricewaterhouseCoopers, Jameel Square, P.O. Box 16415, Jeddah 21464, Kingdom of Saudi Arabia
T: 4966 (12) 610-4400, F: +966 (12) 610-4411, www.pwc.com/middle-east

License No. 25, Licensed Partners: Omar M. Al Sagga (369), Khalid A. Mahdhar (368), Mohammed A. Al Obaidi (367), Ibrahim R.
Habib (383), Yaseen A. Abu Alkheer (375), Ali A. Alotaibi (379), Bader |. Benmohareb (471)
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BALANCE SHE

BALANCE SHEET

(in SAR’000)

Contingencies and commitments

*The notes on pages 7 to 27 form an integral part of these financial statements.
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INCOME STATEMENT

(in SAR’000)

Sales

*The notes on pages 7 to 27 form an integral part of these financial statements.
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Year ended December 31,

Note 2013 2012
4,26 50,597,710 62,010,877
4,19,26 (50,136,617) (60,481,712)
461,093 1,529,165

20 (78,865) (94,414)

21 (695,240) (780,787)
(313,012) 653,964

22 (297,370) (382,709)

8,23 969,565 217,603
359,183 488,858

0.75

0.56
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CASH FLOW S

CASH FLOW STATEMENT

(in SAR’000)

*The notes on pages 7 to 27 form an integral part of these financial statements.
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STATEMENT OF CHANGES IN
SHAREHOLDERS' EQUITY

(in SAR’000)
January 1,2013
Vesting of shares under ESOP
Net income for the year
Transfer to statutory reserve
Transfer of statutory reserve to accumulated earnings (deficit)
Zakat
Zakat reimbursements
December 31,2013

January 1,2012

Vesting of shares under ESOP
Net income for the year
Transfer to statutory reserve
Zakat

Zakat reimbursements
December 31,2012

*The notes on pages 7 to 27 form an integral part of these financial statements.
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1. GENERAL INFORMATION

Rabigh Refining and Petrochemical Company (“the Company” or “Petro Rabigh”) is a company registered in the Kingdom of Saudi Arabia
under Commercial Registration No. 4602002161 issued by the Ministry of Commerce, Jeddah, on Shaaban 15, 1426H (September 19,
2005). The Founding Shareholders of the Company resolved on Rabi Al Awal 28, 1428H (corresponding to April 16, 2007) to change the
legal status of the Company from a Limited Liability Company to a Joint Stock Company with an increased share capital of Saudi Riyals
6,570 million registered under the revised Commercial Registration issued by the Ministry of Commerce, Riyadh with effective date of
Shawal 22, 1428H (November 3, 2007).

The Company launched an Initial Public Offering (IPO) of 219 million shares, equivalent to 25% of its post-issue enlarged capital, at Saudi
Riyals 21 per share from January 5 to 12, 2008, on approval of application for admission of the shares to the official list by the Capital
Market Authority. Following the IPO, the total authorized capital was increased from 657 million shares to 876 million shares at a par
value of Saudi Riyals 10 per share under the revised Commercial Registration issued by the Ministry of Commerce, Riyadh with effective
date of Muharram 14 ,1429H (January 23, 2008).

The Company is engaged in the development, construction and operation of an integrated refining and petrochemical complex, includ-
ing the manufacturing of refined and petroleum products.

The Company commenced its refined and petrochemical products operations effective October 1, 2008 and July 1, 2009, respectively.

The Company'’s registered address is P.O. Box 666, Rabigh 21911, Kingdom of Saudi Arabia.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

2.1 Statement of compliance

The accompanying financial statements have been prepared in accordance with the generally accepted accounting standards (the stan-
dards) in the Kingdom of Saudi Arabia issued by the Saudi Organization for Certified Public Accountants (SOCPA).
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2.2 Basis of preparation

The accompanying financial statements have been prepared under the historical cost convention, except for available for sale invest-
ment which is stated at fair value, using the accrual basis of accounting and the going concern concept.

2.3 Functional and presentation currency

The functional currency of the Company has been determined by the management as the United States Dollars (US Dollars). However,
these accompanying financial statements are presented in Saudi Arabian Riyals (Saudi Riyals).

2.4 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 reporting date and the reported amounts of revenues and expenses during the reporting period. Estimates and judgments are con-
tinually evaluated and are based on historical experience and other factors, including expectations of future events that are believed to
be reasonable under the circumstances. The Company makes estimates and assumptions concerning the future. The resulting account-
ing estimates will, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities are discussed below:

(a) Provision for doubtful debts

A provision for impairment of trade receivables is established when there is objective evidence that the Company will not be able to col-
lect all amounts due according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganization, and default or delinquency in payments are considered indicators that the trade
receivable is impaired. For significant individual amounts, assessment is made at individual basis. Amounts which are not individually
significant, but are overdue, are assessed collectively and a provision is recognized considering the length of time and the past recovery
rates.

(b) Provision for slow moving inventories, spare parts and consumables

Provision for slow moving inventories is maintained at a level considered adequate to provide for potential loss on inventory items. The
level of allowance is determined and guided by the Company’s policy and other factors affecting the obsolescence of inventory items.
An evaluation of inventories, designed to identify potential charges to provision, is performed by the management on regular intervals.
Management uses judgment based on the best available facts and circumstances including, but not limited to, evaluation of individu-
al inventory items’ age and obsolescence and its expected utilization and consumption in future. The amount and timing of recorded
expenses for any period would therefore differ based on the judgments or estimates made.

(c) Useful lives of property, plant and equipment

The management determines the estimated useful lives of property, plant and equipment for calculating depreciation. This estimate is
determined after considering expected usage of the assets or physical wear and tear. Management reviews the residual value and useful
lives annually and future depreciation charges are adjusted where management believes the useful lives differ from previous estimates.

(d) Impairment of property, plant and equipment

Property, plant and equipment are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of these assets may not be recoverable. Whenever the carrying amount of these assets exceeds their recoverable amount, an im-
pairment loss is recognized in the income statement. The recoverable amount is the higher of an asset's net selling price and the value in
use. The net selling price is the amount obtained from the sale of an asset in an arm's length transaction while value in use is the present
value of estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at the end of its useful
life.

(e) Impairment of non-financial assets

The Company assesses, at each reporting date or more frequently if events or changes in circumstances indicate, whether there is

an indication that an asset may be impaired. If any indication exists, or when annual impairment testing for an asset is required, the
Company estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating unit's
(CGU) fair value less cost to sell, and its value in use, and is determined for the individual asset, unless the asset does not generate cash
inflows which are largely independent from other assets or groups. Where the carrying amount of an asset or CGU exceed:s its recover-
able amount, the asset is considered impaired and is written down to its recoverable amount. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. In determining the fair value less costs to sell, an appropriate source is used, such as
observable market prices or, if no observable market prices exist, estimated prices for similar assets or if no estimated prices for similar
assets exist, it is based on discounted future cash flow calculations.
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2.5 Cash and cash equivalents

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

2.6 Trade receivables

Trade receivables are carried at original amounts less provision made for doubtful accounts. A provision for doubtful accounts is es-
tablished when there is a significant doubt that the Company will be able to collect all amounts due according to the original terms of
agreement.

2.7 Inventories

Inventories are stated at the lower of cost and net realizable value. The cost is determined using weighted average basis and includes

all cost incurred in the normal course of business in bringing each product to its present condition and location. In the case of work in
process and finished goods, cost is the purchase cost, the cost of refining and processing, including the appropriate proportion of depre-
ciation and production overheads based on normal operating capacity.

The net realizable value of inventories is based on the estimated selling price in the ordinary course of business less the estimated costs
of completion and the estimated costs necessary to make the sale.

2.8 Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation except capital projects in progress which is carried at
cost. Cost includes expenditure that is directly attributable to the acquisition or construction of each asset. Finance costs on borrowings
to finance the construction of the assets are capitalized during the period of time that is required to complete and prepare the asset for
its intended use.

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied in the item of property, plant and
equipment. All other expenditures are recognized in the income statement when incurred.

Spare parts that are considered essential to ensure continuous plant operation are capitalized and classified as plant, machinery and
operating equipment.

Expenditure incurred on testing and inspection are capitalized as part of the respective items of property, plant and equipment and
amortized over the period of four years.

Depreciation is calculated on a straight-line basis to write off the cost of property, plant and equipment over their estimated useful lives,
which are as follows:

DEPRECIATION OF e Number of years
PROPERTY, PLANT Buildings and infrastructure 8-25
AND EQUIPMENT Plant, machinery and operating equipment 2-23
(In SAR’OOO) P e
Vehicles and related equipment 3-6
Furniture and IT equipment 3-14

2.9 Leased assets

The Company accounts for property, plant and equipment acquired under capital leases by recording the assets and the related liabil-
ities. These amounts are determined on the basis of the present value of minimum lease payments. Financial charges are allocated to
the lease term in a manner so as to provide a constant periodic rate of charge on the outstanding liability. Depreciation on assets under
capital leases is charged to income statement applying the straight-line method at the rates applicable to the related assets as follows;

DEPRECIATION OF Number of years

LEASED ASSETS Desalinationplant 7

(in SAR000) Marine terminal facilities 23
Medical equipment 3

2.10 Intangible assets

Intangible assets are non-monetary assets which have no physical existence but are independently identifiable and capable of produc-
tion or supply of future economic benefits and the Company has earned the right due to events which have occurred in the past. They
are acquired for cash and measured at the purchase price and all other directly attributable costs. Intangible assets are stated at cost less
accumulated amortization and impairment loss, if any.
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s

Amortization is recognized in the income statement on a straight line basis over the estimated period of benefits associated with
intangible assets, from the date that they are available for use. The estimated period of benefits associated with intangible assets are as
follows:

AMORTIZATION Number of years
OF INTANGIBLE ~ software 5
ASSETS Licenses 15-22.5

(in SAR’000)
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2.11 Investment - available for sale

The Company has an investment in equity securities which is not for trading purposes and the Company does not have significant influ-
ence or control and accordingly is classified as available for sale. The investment is initially recognized at cost, being the fair value of the
consideration given including associated acquisition charges.

Subsequent to initial recognition, it is measured at fair value and net unrealized gains or losses (if any) other than impairment losses, are
recognized in the shareholders’ equity. In case fair value is not readily available, the cost is taken as reliable basis for subsequent mea-
surement of fair value of security.

Impairment losses are recognized through the income statement. Impairment is not reversed through the income statement and subse-
quent gains are recognized in shareholders’ equity.

2.12 Trade and other payables
Liabilities are recognized for amounts to be paid for goods or services received, whether billed by the supplier or not.
2.13 Borrowings

Borrowings are recognized at the proceeds received, net of transaction costs incurred, if any. Borrowing costs that are directly attribut-
able to the acquisition, construction or production of qualifying assets are capitalized as part of those assets. Other borrowing costs are
charged to the income statement.

2.14 Provisions

A provision is recognized if, as a result of past events, the Company has a present legal or constructive obligation that can be estimated
reliably, and it is probable that an outflow of economic benefit will be required to settle the obligation.

2.15 Zakat and income tax

In accordance with the regulations of the Department of Zakat and Income Tax (“DZIT"), the Company is subject to zakat attributable to
the Saudi shareholder and to income taxes attributable to the foreign shareholder. Provisions for zakat and income taxes are charged
to the equity accounts of the Saudi and the foreign shareholders, respectively. Additional amounts payable, if any, at the finalization of
final assessments are accounted for when such amounts are determined. Income taxes paid in advance are also charged to the foreign
shareholder’s equity account. The payments made by the Company in respect of zakat and income tax on behalf of Saudi and foreign
shareholders, except for general public shareholders, are reimbursed by the respective shareholders and are accordingly adjusted in
their respective equity accounts.

Deferred income taxes are recognized on all major temporary differences between financial income and taxable income during the
period in which such differences arise, and are adjusted when related temporary differences are reversed. Deferred income tax assets

on carry forward losses are recognized to the extent that it is probable that future taxable income will be available against which such
carry-forward tax losses can be utilized. Deferred income taxes are determined using tax rates which have been enacted by the balance
sheet date and are expected to apply when the related deferred income tax asset is realized or the deferred income tax liability is settled.

The Company withholds taxes on certain transactions with non-resident parties in the Kingdom of Saudi Arabia as required under Saudi
Arabian Income Tax Law.

2.16 End of service benefits

The Company provides end of service benefits to its employees. The entitlement to these benefits is based upon the employee’s length
of service and the completion of a minimum service period. Provision is made for amounts payable under the Saudi Arabian labor law
applicable to employees’ accumulated periods of service at the balance sheet date and is charged to the income statement.

2.17 Employee savings program

The Company operates a thrift savings program (the "Program") on behalf of its employees and the Company matches the employee
contribution with an equal, or lesser, contribution towards the Program that is commensurate with the employee's participation senior-
ity in the Program. Participation in the Program by the regular employees who have completed their probationary period is optional
and employee may choose the option to invest or not to invest in the Program. The contributions from the Company are recognized as
employee expenses and are charged to the income statement. The Company has arranged with the local commercial bank, being the
custodian bank, to manage the Program on behalf of the Company in accordance with Islamic Shari’ah Law.

2.18 Employee Share Ownership Plan
The employee service cost of share options granted to employees under the Employee Share Ownership Plan (ESOP) is measured by

reference to the fair value of the Company'’s shares on the date on which the options are granted. This cost is recognized as an employee
expense, over the period in which the performance and/or service conditions are fulfilled, ending on the date on which the relevant
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employees become fully entitled to the award (‘the vesting date’). The cumulative expense recognized for equity-settled transactions at
each reporting date until the vesting date reflects the extent to which the vesting period has expired and the Company's best estimate
of the number of shares that will ultimately vest. The income statement charge for a period represents the movement in cumulative
expense recognized as at the beginning and end of that period.

Shares purchased in the IPO by the bank acting as trustee for the ESOP are carried at cost as a deduction from shareholders’ equity until
the options vest and the underlying shares are transferred to the employee.

On the vesting date of an individual option, the difference between the employee service cost and the purchase cost of the shares is
taken directly to retained earnings as an equity adjustment.

2.19 Revenue

Revenue from sale of products is recognized when significant risks and rewards of ownership have been transferred to the customer
upon delivery or shipments of products and in accordance with the off-take agreements and other relevant arrangements with the
Company’s customers.

Revenue from port services is recognized when services are rendered.

2.20 Selling, marketing, general and administrative expenses

Selling, marketing and general and administrative expenses include direct and indirect costs not specifically part of cost of sales as re-
quired under generally accepted accounting principles. Allocations between selling, marketing and general and administrative expenses
and cost of sales, when required, are made on a consistent basis.

2.21 Operating leases

Rental expenses under operating leases are charged to the income statement over the period of the respective lease.

2.22 Foreign currency translation

Foreign currency transactions are translated into Saudi Riyals using the exchange rates prevailing at the dates of the transactions. For-
eign exchange gains and losses resulting from the settlement of such transactions and from the translation at the period-end exchange
rates of monetary assets and liabilities denominated in foreign currencies, which were not significant for year ended December 31,2013

and 2012, are recognized in the income statement.

For the purpose of preparation of these financial statements in Saudi Riyals, the Company uses the conversion rate from US Dollars to
Saudi Arabian Riyals at a fixed exchange rate of Saudi Riyals 3.75 / US Dollar 1.

2.23 Segment reporting
(a) Business segment
A business segment is group of assets and operations:
(i) engaged in revenue producing activities;
(ii) results of its operations are continuously analyzed by management in order to make decisions related to resource allocation and
performance assessment; and
(iii) financial information is separately available.

(b) Geographical segment

A geographical segment is group of assets and operations engaged in revenue producing activities within a particular economic envi-
ronment that are subject to risks and returns different from those operating in other economic environments.

3. AGREEMENTS WITH FOUNDING SHAREHOLDERS

The Founding Shareholders of the Company are Saudi Arabian Oil Company (“Saudi Aramco”) and Sumitomo Chemical Company Limit-
ed (“Sumitomo Chemical”), with each having 37.5% equity interest in the share capital of the Company. The Company has entered into
various agreements with Founding Shareholders including, among others:

3.1 Crude oil feedstock supply agreement

On January 28, 2006, the Company entered into a Crude Oil Feedstock Supply Agreement (COSA) with Saudi Aramco for the supply to
the Company of its crude oil feedstock requirements, up to a maximum supply of 400,000 bpd, solely for use in the integrated refining
and petrochemical complex. The price at which Saudi Aramco sells the crude oil feedstock to the Company is based, amongst other vari-
able market factors, on the international crude oil prices. The COSA is valid for 30 years commencing from October 1, 2008.
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3.2 Refined products lifting and marketing agreement

On March 11, 2006, the Company signed a Refined Products Lifting & Marketing Agreement (RPLMA) with Saudi Aramco as sole “Mar-
keter” of refined products from the Rabigh Refinery. The RPLMA is valid for 10 years from October 1, 2008, and is further extendable for
another 5 years. Pursuant to this agreement, Saudi Aramco will lift and market globally, on behalf of the Company as “Seller”, the refined
products from the integrated refining and petrochemical complex.

3.3 Petrochemical products lifting and marketing agreement

On March 11, 2006, the Company signed a Petrochemical Products Lifting & Marketing Agreement (PPLMA) with Sumitomo Chemical
as “Marketer” of petrochemical products from the integrated refining and petrochemical complex. The PPLMA is valid for 10 years from
accumulated production date, and is further extendable for another 5 years. Pursuant to this agreement, Sumitomo Chemical will lift
and market globally, on behalf of the Company as “Seller’, the petrochemical products from the integrated refining and petrochemical
complex. An Assignment and Assumption Agreement dated February 23, 2009 assigns Sumitomo Chemical Asia PTE Limited as the
“Marketer”.
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3.4 Credit facility agreement

On March 18, 2006, the Company entered into a Credit Facility Agreement (CFA) with

both of its Founding Shareholders. Under the provisions of this agreement, the Founding
Shareholders agreed to grant to the Company a loan facility up to a maximum aggregate
amount of Saudi Riyals 6,206 million for the development, design and construction of the
integrated refining and petrochemical complex. The commitment of Founding Sharehold-
ers in respect of this facility expired on July 1,2013.

3.5 Rabigh refinery complex lease agreement

‘ The Company has entered into Rabigh Refinery Complex Lease Agreement with Saudi
Aramco dated November 1, 2005 for the lease of approximately 11.8 million square

meters for a period of 99 years, with effect from November 1, 2005, and may be renewed
thereafter for consecutive additional periods as agreed. The Company shall pay to Saudi
Aramco rent in an amount equal to Saudi Riyals 1 per square meter per annum starting
from October 1, 2008.

3.6 Terminal lease agreement

The Company entered into a Terminal Lease Agreement with Saudi Aramco on March
2, 2006 in respect of the existing Rabigh Marine Terminal. Under this agreement, the

Company has been granted exclusive rights by Saudi Aramco to use and operate the

Rabigh Terminal Facilities and the Rabigh Terminal Site for a term of 30 years effective
from October 1, 2008.

3.7 Secondment agreements

The Company has entered into Secondment Agreements with each of its Founding
Shareholders that with Saudi Aramco dated June 12, 2006, and with Sumitomo Chemical
dated July 1,2006. Each of these agreements has a continuous term to apply until the
date on which a Founding Shareholder ceases to be a shareholder of the Company. These
agreements cover the requirement of the Company from time to time for the secondment
of certain personnel to assist in the conduct of business and operations.

3.8 Services agreements

The Company has entered into services agreements with founding shareholders and their
affiliates covering various operational and logistics support services. These agreements
cover the provision of various support services to and by the Company such as human
resources, training and recruitment, legal, utilities, information Technology, General Man-
agement, Technical Support and Pre-marketing Support. These agreements also cover
the ongoing technical support needed for continuous operations and ongoing enhance-
ments such as refining and petrochemical process know-how provided by Saudi Aramco
and Sumitomo Chemical respectively and marketing technical services, engineering and
safety best practices and training provided by both Founding Shareholders. The Company
shall pay for these services at mutually prices specified in each agreement for the services
to be provided.

3.9 Rabigh community lease agreement

The Company has entered into Rabigh Community Lease Agreement with Saudi Aramco

dated October 1, 2008. This agreement has an initial term of 5 years with effect from Oc-
tober 1, 2008, and may be renewed thereafter for consecutive additional periods as agreed. The Company shall pay to Saudi Aramco rent
of Saudi Riyals 28.5 million per annum starting from October 1, 2008. The agreement which expired on September 30, 2013 is currently
in the process of being renewed.

4, SEGMENT INFORMATION

4.1 Business segment

The Company operates an integrated refinery and petrochemical complex. The primary format for segment reporting is based on busi-
ness segments (refined products and petrochemicals) and is determined on the basis of management’s internal reporting structure. The
Company does not distinguish financial and non-financial information beyond gross profit or loss as the operating and financial account-
ing systems are structured to produce financial and operational information appropriate for an integrated refining and petrochemical
complex. Accordingly, assets and liabilities are also not split into segments. In the opinion of management providing information beyond
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gross profit or loss levels will not affect the decisions of the users of the financial statements in view of its nature of operations. The seg-
ment information relating to the year ended December 31 is as follows:

BUSINESS 2013 Refined products Petrochemicals Total
SEGMENT
(in SAR000) Sales 42,865,957 7,731,753 50,597,710
Cost of sales (44,945,193) (5,191,424) (50,136,617)
Gross (loss) profit (2,079,236) 2,540,329 461,093
2012 Refined products Petrochemicals Total
Sales 52,541,909 9,468,968 62,010,877
Cost of sales (53,685,730) (6,795,982) (60,481,712)
Gross (loss) profit (1,143,821) 2,672,986 1,529,165
4.2 Geographical segment
The segment information relating to the year ended December 31, summarized by geographical area, is as follows:
GEOGRAPHICAL 2013 Middle East Asia Pacific Others Total
SEGMENT
(in SAR000) Sales 44,496,030 6,080,067 21,613 50,597,710
2012 Middle East Asia Pacific Others Total
Sales 54,052,537 7,872,824 85,516 62,010,877
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5.CASH AND CASH EQUIVALENTS

CASH AND CASH . e L2003 2012
EQUIVALENTS e e
(in SAR000) Cash in hand 508 620
Cash at bank - current 408,418 119,138
accounts
Short term deposits 1,200,963 4,115,914
1,609,889 4,235,672
Short term deposits are held by commercial banks and yield financial income at prevailing market rates.
6. TRADE RECEIVABLES
TRADE Note 2013 2012
RECEIVABLES o
(in SAR000) Trade 415,627 346,896
(28,410) (28,410)
387,217 318,486
26 8,820,650 7,491,794
9,207,867 7,810,280
2013 2012
January 1 28,410 14,205
Addition - 14,205
December 31 28,410 28,410
7. INVENTORIES
INVENTORIES 2012
(in SAR‘000)
Raw materials 329,122
Work in process 864,828
Finished goods 1,852,566
Spare parts and consumables - not held for 916,465
sale
25,500 23,095
4,141,585 3,986,076
19 (31,472) -
4,110,113 3,986,076

During the year ended December 31, 2013, the Company has transferred capital spare parts amounting to Saudi Riyals 294.6 million to

property, plant and equipment.
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8. PREPAYMENTS AND OTHER RECEIVABLES

PREPAYMENTS
AND OTHER
RECEIVABLES

(in SAR000)

9. PROPERTY, PLANT AND EQUIPMENT

PROPERTY, PLANT
AND EQUIPMENT

(inSAR'000) S e TSN

9.1 Depreciation for the year has been allocated as follows:

DEPRECIATION

(in SAR’000)

9.2 The Company has leased land for the refining and petrochemical facilities from Saudi Aramco for a period of 99 years. Also see Note 3.5.
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Note 2013 2012

70,962 42,706

50,691 52,146

107,010 107,010

750,000 -

19,552 18,357

998,215 220,219

129,942 50,947

1,128,157 271,166

Buildings and Plant, machinery Vehicles and Furnitureand IT  Capital projects in Total
infrastructure and operating  related equipment equipment progress

equipment

4,732,255 29,843,929 62,310 317,236 56,295 35,012,025

255 1,427 - - 104,714 106,396

639 14,255 - 56 (146,059) -

- 294,641 - - - 294,641

(4,027) (2,788) (1,050) (242) - (8,107)

4,729,122 30,151,464 61,260 317,050 146,059 35,404,955

998,670 5,731,071 58,522 104,678 - 6,892,941

281,439 1,808,592 1,506 30,209 - 2,121,746

(1,025) (1,003) (1,050) (108) - (3,186)

1,279,084 7,538,660 58,978 134,779 - 9,011,501

3,450,038 22,612,804 2,282 182,271 146,059 26,393,454

3,733,585 24,112,858 3,788 212,558 56,295 28,119,084

Note 2013 2012

19 2,035,613 2,021,713

21 86,133 85,622

2,121,746 2,107,335
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10. LEASES
10.1 Capital leases

10.1.1 Lease assets acquired under capital lease, at December 31, are detailed as under:

LEASE Desalination Marine terminal Medical Total
ASSETS plant facilities equipment
(in SAR‘000)

Cost

December 31,2013 and

2012 106,015 288,820 3,528 398,363

January 1,2013 26,510 53,368 1,529 81,407
Charge for the year 6,236 12,558 1,176 19,970
December 31,2013 32,746 65,926 2,705 101,377

At December 31,2013 73,269 222,894 823 296,986
At December 31,2012 79,505 235,452 1,999 316,956

10.1.2 Capital lease obligations at December 31 are as follows:

CAP"'AL 2013 2012
LEASE Future Interest Presentvalue of Present value of
OBLIGATIONS minimum lease minimum lease  minimum lease
(in SAR000) payments payments payments
Desalination plant 114,141 30,860 83,281 88,136
Marine terminal facilities 473,304 207,357 265,947 270,857
Medical equipment - - - 1,474
587,445 238,217 349,228 360,467

At December 31, the capital lease obligations are presented in the balance sheet as follows:

CAPITAL 2013 2012
LEASE
OBLIGATIONS Current portion 10,324 11,239
(iNSAR'000) e T —— -

Non-current portion 338,904 349,228

349,228 360,467
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FUTURE Year 2013 2012
UTURE L BB
ESE sy
(in SAR'000) O 28834 28832
2015 28,834 28,834
e e oo
e e o
2018and thereafter . 472082 472,082
""""""""""""""""""""""""""""""" 587,445 617,959

10.1.4 On October 1 2008, the Company has taken over the interest and obligations of Saudi Aramco in respect of the Desalination plant
for the Refinery Complex, with a remaining term of 17 years. The aggregate present value of this leased asset was estimated to be Saudi
Riyals 106 million which has also been capitalized as leased assets cost. The total undiscounted minimum lease payments are Saudi

Riyals 114.1 million (2012: Saudi Riyals 123.8 million).

10.1.5 Marine terminal facilities were acquired under a finance lease agreement from Saudi Aramco over a period of 30 years (Also see
Note 3.6). The total undiscounted minimum lease payments are Saudi Riyals 473.3 million (2012: Saudi Riyals 492.4 million).

10.1.6 Medical equipment under a finance lease agreement from International Medical Centre is acquired over a period of 3 years. This

lease has matured during the year ended December 31, 2013.

10.1.7 Depreciation for the year has been allocated as follows:

DEPRECIATION Note .. 2013 2012
(in SAR000)

Cost of sales o 19 """"""""""" 6,236 6,235

General and administrative expenses 21 """""""""""" 13,734 13,734

.............. 19,970 19,969

10.2 Operating leases

10.2.1 The Company has entered into operating leases for land, a water and energy conversion plant and site facilities, with options to
renew the leases on expiry of relevant lease periods. Operating lease rental charged to the income statement for the year ended Decem-

ber 31,2013 amounts to Saudi Riyals 610.3 million (2012: Saudi Riyals 574.8 million).

10.2.2 Future minimum rentals payable under non-cancellable operating leases as at December 31 are as follows:

FUTURE Year 2013 2012
MINIMUM ”

RENTALS 03 S - 579,975

PAYABLE o e

2015 553,996 543,131

2016 """"""""""""""""""" 535,61 OH 522,684

2017 """"""""""""""""""" 529,719" 519,571

2018 and theré;fter """"""""""" '6;546,967“ 8,547,722

""""""""""""""""""""""""""""" 10,760,788 11,269,370
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11. INTANGIBLE ASSETS

INTANGIBLE e Softwares Licenses Total

ASSETS Cost

i saf 000 December31,2013and 2012 220415 2014 429529
Amori{ié s
Janual& 1,2013 H H 125,352 41,15i ........................ 1 66,503
Amort'i;ation foruthe year H 44,083 10,79§ ........................ 54,882
December 31,20 13 ................................ 169,435 51,950 221,385

Carrying value

December 31, 2013 50,980 157,164 208,144
December 31,2012 95,063 167,963 263,026

Amortization for the year has been allocated as follows:

AMORTIZATION e O 2013 2012
(in SAR‘000)
Cost of sales 27,883 27,877
General and administrative expenses 26,999 26,999
54,882 54,876
12. INVESTMENT AND LONG TERM LOANS
|NVESTMENT Note 2013 2012
AN D .................................... .
LONG Investment - available for sale 8,556 8,556
TERM ................
LOANS
(in SAR'000) Long-termloans: )
Rabigh Arabian Water and Electricity Company 121 2,540,933 2,724,183
("RAWEC")
Loans to employees 12.2 89,720 40,550
2,630,653 2,764,733
Less: current portion — RAWEC 12.1 (197,563) (183,250)
Less: current portion - loans to employees 12.2 (5,261) (2,075)
(202,824) (185,325)
2,427,829 2,579,408

12.1 The Company has entered into various agreements namely Water and Energy Conversion Agreement (“WECA"), Facility Agreement
and RAWEC Shareholders’ Agreement (the “Agreements”) with RAWEC, a Saudi limited liability company (the “Contractor”) and other
developers, to develop a plant, on build, own and operate basis, that will utilize fuel oil, steam condensate and sea water to produce
desalinated water, steam and power, to be supplied to the Company under WECA dated August 7, 2005 as amended subsequently on
October 30, 2011. Through these Agreements, the Company has provided a portion of project finance, in the total amount of Saudi Riyals
3.9 billion carrying interest rate of 5.76% per annum. The project achieved commercial closing date on June 1, 2008. The loan is being
settled through offsetting of monthly utilities payments to RAWEC from June 30, 2008 to November 30, 2023. The loan is secured by a
charge over all the assets of RAWEC.

12.2 The Company's eligible employees are provided with loans under an employees’ home ownership program. The cost of the land is
advanced to employees free of interest cost provided the employee serves the Company for a minimum period of five years while the
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construction cost of the house is amortized and repayable free of interest to the Company to the extent of 90% over a period of sev-
enteen years. The remaining 10% is amortized over the term of the loan. These loans are secured by mortgages on the related housing
units. Ownership of the housing unit is transferred to the employee upon full payment of the loan.

13. TRADE AND OTHER PAYABLES

TRADE Note 2013 2012
TRA Thee amom
TRADE Trade payables: R S
o s nemas pons
- Others 378,697 398,942
""""""""""" 13,256,155 14,371,711
Other payables - related parties - 26 9;749 37,52;“
""""""""""" 13,265,904 14,409,235

Other payables principally relate to payments made by Founding Shareholders on behalf of the Company in respect of seconded em-
ployees and other charges (see Note 3.7 and 3.8).

14. ACCRUED EXPENSES AND OTHER LIABILITIES

ACCRUED .....Note 2013 2012
EXPENSES
AND Retentions - 114;1 93 107,78;.
URBILITIES  ccuedbons e
(in SAR’000) Provision for customer rebates 33,855 -
Customer advances R 25;147 6,46;
Provision for claims - 17;073 7,84;
Social security payable R 5;718 5,345“"
Withholding tax payable - 4;909 5,75'(‘)“"
Accrued interest on loans and borrowings - 4;827 6,29;"
St e 10;21 ; 5179;,,
............. 256,179 200,663
Due to related parties 104;‘1 0 92,36;
360,369 293,026
15. LOANS, BORROWINGS AND OTHER LONG-TERM LIABILITY
LOANS, .....Note 2013 2012
BORROWINGS
AND Loans from banks and financial institutions o 151 17,408;638 19,01 5,076‘“
. Loans rom founding shareholders Cisa T siiosae 5029236
LIABILITY Other long-term liability 15.3 14,339 11,954
(nsARo00) 22,542,823 24,056,260
Less: Current portion of loans from banks and - (1,996,541) (1,606,432").‘"

financial institutions

20,546,282 22,449,828
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15.1 Loans from banks and financial institutions

The Company has entered in a Consortium Loan Agreement with various commercial banks and financial institutions for development,
design, and construction of integrated refinery and petrochemical complex. The facilities available under the loan agreement have been
utilized in full and draw-downs made which finished on July 1, 2008. The loans are denominated in US Dollars and bear financial charges

based on prevailing market rates.

The loan is payable in semi-annual repayments which commenced from June 2011 and will run up to December, 2021. The consortium
loan agreement includes financial and operational covenants, which among other things; require certain financial ratios to be main-
tained. The loan is secured by property, plant and equipment and cash and cash equivalents of the Company with a carrying value of

Saudi Riyals 26,393 million and Saudi Riyals 1,610 million, respectively.

15.2 Loans from founding shareholders

LOANS 2013 2012
FROM Loans:
FOUNDING Saudi Aramco 2,287,500 2,287,500
SHAREHOI‘DERS Sumitomo Chemical 2,287,500 2,287,500
(inSAR'000) ..o - . e e T e D
Accumulated interest:
Saudi Aramco 272,423 227,118
Sumitomo Chemical 272,423 227,118
5,119,846 5,029,236

Loans from the founding shareholders are availed as part of the Credit Facility Agreement. Repayment shall be made on demand on
achieving the conditions set by the financial institutions under the Inter-creditor Agreement. The loan is secured by promissory note

issued by the Company in favor of each shareholder equivalent to draw-downs.

15.3 Other long-term liability

Other long-term liability represents withholding tax on accumulated interest relating to Sumitomo Chemical in accordance with Saudi

Arabian Income Tax Law.

16. EMPLOYEES BENEFITS

At December 31, the employees’ benefits are presented in the balance sheet as follows:

EMPLOYEE 2003 2012
BENEFITS S
(in SAR"000) Current portion (included in accrued ex- 20,234 11,741
penses and other liabilities)
Non-current portion 78,524 37,565
98,758 49,306

Employees’ benefits comprise of employees savings program and end of service benefits amounting to Saudi Riyals 32.4 million and

Saudi Riyals 66.3 million respectively.

16.1 End of service benefits

END 2013 2012

OF

SERVICE Janvaryl 49,305” 31,960

e Provisions 2317 22472
Payments (6,104) (5,126)
December3t 66,359 49,306
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The Company’s share capital of Saudi Riyals 8.76 billion at December 31, 2013 and 2012 consists of 876 million fully paid and issued

shares of Saudi Riyals 10 each.

The net proceeds from the issuance of new shares during the IPO in January 2008 resulted in a share premium of Saudi Riyals 2,409 mil-
lion, which was transferred to statutory reserve in accordance with the Company’s Articles of Association. Pursuant to the Board of Direc-
tors'resolution as approved by the shareholders' Extraordinary General Assembly on June 24, 2013, the Company transferred statutory
reserve amounting to Saudi Riyals 2,485 million to accumulated deficit. Further, in accordance with the Company’s Articles of Association
and the Regulation for Companies in the Kingdom of Saudi Arabia, the Company is required to transfer each year at least 10% of its net

income, after absorbing accumulated deficit, to a statutory reserve until such reserve equal 50% of its share capital.

18. EMPLOYEE SHARE OWNERSHIP PLAN

During the year ended December 31, 2008, the Board of Directors approved the implementation and operation of an Employee share

ownership plan (“ESOP”), which provides 5 year service awards to certain levels of staff.

The Company arranged with a commercial bank to subscribe for 1.5 million shares during the IPO at the offer price of Saudi Riyals 21
per share. These ESOP shares are held by the bank in trust for the staff that will become eligible for an award under the plan. Any of
the ESOP shares that do not become issuable to eligible employees will be dealt with by the bank in accordance with the Company’s
instructions, and any disposal proceeds will be for the account of the Company. The Company recognized the liability through provision
by amortizing the total cost of the ESOP shares on a straight line basis over a period of 5 years.

Until the ESOP shares become vested and are transferred to staff they are accounted for as a deduction from shareholders’ equity.

During 2013, the Company has vested 575,114 shares to eligible employees due for entitlement (2012: 4,365 shares includes shares to

employees’ beneficiaries due to accidental death).

19. COST OF SALES
¢cST 0 Note 2013 2012
OF
SAI-ES Raw materials and spare parts consumed 4"6',‘581,814‘ 56,861,755
(in SAR000) Utilities consumed 669,911 637,389
Personnel costs 495,324" 532,226
Depreciation '5,‘041,849" 2,027,948
Amortizaton 11 27,883" 27,877
Repairand maintenance 300,863" 232,902
Contracted services 63,036" 64,315
Leaserentals 38,432" 11,851
Provision for slow moving spare partsand 7 31,472" -
consumables
Otheroverheads 41,542" 41,981
50,292,126 60,438,244
(Increase) decrease in inventories (1 55,509)" 43,468
50,136,617 60,481,712
20. SELLING AND MARKETING EXPENSES
SEL“NG """ 2013 2012
AND
MARKETING Freight charges 73,956 81,988
(Frz(sI:\E'goSO)ES Sales commissions 1,637: 8,611
Others 3,272 3,815
""" 78,865 94,414
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21. GENERAL AND ADMINISTRATIVE EXPENSES

GENERAL Note . ..2013 2012

AND

ADMINISTRATIVE Personnel costs H 390,676 418,027

e Depreciation 910 99867 99356
Amortization 1 26,999 26,999
Repair and maintenance H 77,269 83,171
T, networking and data communication ) 40,387 44,463
Traveling H 16,074 13,294
Rent H 15,783 27,746
Professional fees H 7,714 7,930
Stationery, telex and telephone 3,833 4,599
Provision for doubtful debts 6 H - 14,205
Others H 16,638 40,997

695,240 780,787




Annual Report 2013 Petro Rabigh @

22, FINANCIAL CHARGES
FINANCIAL ....Note .. 2013 2012
CHARGES
(in SAR’000) Interest on loans and borrowings 15 277,481 361,324
Interest on capital leases 19,275 20,125
Others 614 1,260
.............. 297,370 382,709
23. OTHER INCOME, NET
OTHER ....Note .. 2013 2012
INCOME
NET Compensation claim 750,000 -
(in SAR000) Interest income on long term loans 154,364 166,1 61
Port services 34,159 37,138
e s
Dividend and miscellaneous income 3,068 7,014
Loss on disposal of property and equipment """"""""""""""""""" 4921) (8,30(')‘5‘“
969,565 217,603

23.1 During the year ended December 31, 2013, the Company principally agreed to enter into an agreement with RAWEC based on a for-
mal offer received from RAWEC regarding WECA. Such arrangement provides for compensation of Saudi Riyals 750 million in recognition
of plant shut downs faced by the Company during the years ended December 31, 2010, 2012 and 2013 and is not conditional to any fu-
ture events, performance or obligations. The arrangement, among other, also provides for tariff reduction and certain other operational
matters for the remaining period of WECA. Consequently, the Company has recognized the payment of Saudi Riyals 750 million as other
income with a corresponding debit to other receivables at December 31, 2013. Such payment is receivable by the Company no later than
30 calendar days on the execution of settlement agreement pending formalization of the terms of settlement agreement and revisions
to related contracts, principally related to matters for the remaining period of WECA, which is expected during the first quarter of 2014.

24. ZAKAT AND INCOME TAX
24.1 Zakat

Zakat liability of the Company is computed in accordance with the zakat regulations in Saudi Arabia. The zakat provision for the year is
based on the following components:

ZAKAT ) ) ) ) S 2013 2012

(in SAR‘000)
W'I‘E'duity H H H H - 5 ',‘475,000" 5,475,000
“g;catutor;/ reser\;e H H S '1“,‘553,340" 1,522,786
“‘A‘djustea net Io;s H H R ( 585,220)" (848,858)
WLHoans aﬁd borr;)wingsH H R 15,‘491,936" 13,739,774
Wf‘:'i‘nance'iease o'bligatic'n‘ns H S 21 8,267" 225,292
Wl;rovisioﬁ H S 56,061" 40,637
Wl;ropert)'/‘, plant 'énd eq'l‘Jipmer;t R (5;531,059)" (9,700,986)
mi‘r'ivestm'ént H H H S (5,348)" (5,348)
mi‘ﬁventor”ies H H H e ( 570,662)" (418,024)
“Earried I;orward“ Iossesu H - (6;}61,048)“ (8,912,212)
miakat bé‘se attri"butablé to Saﬁ‘di four'l‘amg ................... 1,141,267 1,118,061

Zakat for the year at 2.5% 28,532 27,952
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The movement in zakat provision for the year is as follows:

LAKAT Note 2013 2012

PROVISION

(in SAR‘000) T 57953 14367
Provision for the current year 28532 27,952
Adjustment for previous years 243 3212 (2009)
payments oresg (12,358)
December3t 60,648 27,952

The difference between the financial and zakatable / taxable results is mainly due to certain adjustments in accordance with the relevant
local zakat / tax regulations and mainly includes depreciation, repair and maintenance costs, employees benefits, provisions for slow
moving spares and consumables and doubtful debts.




Annual Report 2013 Petro Rabigh @

24.2 Income tax

The Company has an adjusted tax loss (December 31, 2012: adjusted tax loss) attributable to the foreign shareholder. Accordingly, no
income tax has been accrued for the years 2013 and 2012.

No deferred tax has been recognized as management believes that the deferred tax asset arising from unused carried forward tax losses,
is expected to offset the deferred tax liabilities arising from temporary differences.

24.3 Status of assessments

The Department of Zakat and Income Tax (DZIT) has issued assessments for the years 2006 to 2008 by raising an additional zakat liability
of Saudi Riyal 32.8 million. The Company filed an appeal against additional zakat liability with Preliminary Appeal Committee (PAC).
Subsequent to the year ended December 31, 2013, the Company has received PAC decision on the appeal filed, as per which PAC has
partially accepted the Company’s viewpoint, however, on major appeal areas has upheld the DZIT’s decision. Accordingly, the Company
is in the process of settling the additional zakat liability with DZIT and has charged the remaining assessed amount of Saudi Riyals 32.1
million to the shareholders’ equity. The settlement amount does not have an impact on earnings of the Company, as it is recoverable
from Saudi Aramco.

The declarations for 2009 to 2012 financial years were filed with DZIT. The DZIT has issued certain queries for 2009 and 2010 financial

years requiring certain information which has been furnished to DZIT. The Company'’s current zakat certificate has been renewed till April
30,2014.

25. EARNINGS / (LOSS) PER SHARE

Earnings / (loss) per share for the year ended December 31, 2013 and 2012 have been computed by dividing the operating income /
(loss) and net income for the year by the weighted-average number of ordinary shares issued and outstanding at each year end.

26. RELATED PARTY TRANSACTIONS AND BALANCES

26.1 Related party transactions

Transactions with related parties arise mainly from purchases, sale of refined and petrochemical products, credit facilities, terminal lease,
secondments, service refinery complex lease and community lease agreements.

Related party transactions are undertaken at contractual terms and are approved by the Company’s management and management of
the following entities:

RELATED Name of entity Relationship
ENTITIES
Saudi Aramco Founding Shareholder
Sumitomo Chemical Founding Shareholder
Saudi Aramco Total Refining and Petroleum Com- Associate of Founding Shareholder
pany
Sadara Chemical Company Associate of Founding Shareholder
Yanbu Aramco Sinopec Refining Company Associate of Founding Shareholder
Aramco Overseas Co. BV Associate of Founding Shareholder
Sumitomo Chemical Engineering Company Limit- Associate of Founding Shareholder
ed
Sumitomo Chemical Polymer Compounds Saudi Associate of Founding Shareholder
Arabia Co. Limited
Sumitomo Chemical Asia Pte Limited Associate of Founding Shareholder
Rabigh Conversion Industry Management Services Associate of Founding Shareholder
Company

Sumika Middle East Co. Limited Associate of Founding Shareholder
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RELATED
PARTY

TRANSACTIONS

(in SAR000)

2013

2012

46,1 ’55,893 55,628,479. .
fee
‘Saleofrefined products 42865957 52,541,909
Financial charges 45305 51383
Rentals 62658 54231
Costreimbursements 51,08 12963
‘Secondees'costs 35801 38,196
Services and other costcharges (credtynet 0152 24402
Sumltomo Chemi"c'é”i"énd its associ;iéa companie§ """"""""""""""""""""""""""""""""""""""""""""""""""""""""""
Purchaseofgoods 5157 97,183
Saleof petrochemical products 5058581 7,518,662
Financial charges 45305 51383
Renta|s ,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 709 354
Costreimbursements 36365 5716
Secondees'costs 339 46,994
Servicesandothercosts 2273 1,454
26.2 Related party balances
Significant year end balances arising from transactions with related parties are as follows:
RELATED Note 2013 2012
PARTY Saudi Aramco and its associated companies H
E]I'\skgyogfs Trade and other receivables 68 :%,:590,61 3 6,24%,579
Trade and other payables 13 12,858,456 13,949,706
Loans and borrowings o 1 5 5’,‘559,923" H 2,514,61 8
Accrued expenses and other liabilities - 14 """""""""""" 5,668" H 5,650
Employees benefits 321" H 78
Sumitomo Chemical and its associated
companies
Trade and other receivables 6 8 """""""""" 1”,‘359,979” H 1,306,1 62
Trade and other payables o 13 """"""""""""" 28,751" H 66,587
Loans and borrowings o 15 '2;559,923“ H 2,514,618
Accrued expenses and other liabilities o 14 """""""""""" 98,522" H 86,71 3
e s

26.3 Transactions with key management personnel

Key management personnel of the Company comprise key members of management having authority and responsibility for planning,
directing and controlling the activities of the Company. Transactions with key management personnel on account of salaries and other
short-term benefits amounted to Saudi Riyals 8.5 million (2012: Saudi Riyals 8.4 million) and are included in secondees’ and services cost

above.

The remuneration paid to the independent directors amounted to Saudi Riyals 0.476 million (2012: Saudi Riyals 0.574 million).
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26.4 New arrangements with founding shareholders

During the year ended December 31, 2013, the Company has entered into the following new arrangements with its founding sharehold-
ers:

26.4.1 A fuel supply arrangement with Saudi Aramco for purchase of Methane gas to be consumed in the Company’s fuel sys-

tem. The fuel supply arrangement further enables the Company to be compensated for Butane, Propane and Mixed Stream (LPG)
discharged to Company'’s fuel system as a result of shortfall in supply of Methane gas to the Company, capped at an agreed daily
quantity of Methane gas. As a consequence, during the year ended December 31, 2013, the fuel supply arrangement has resulted in
the reduction of cost of goods manufactured by approximately Saudi Riyals 1,003 million due to shortfall in supply of Methane gas.
This agreement is effective until March 31, 2018.

26.4.2 An arrangement with Saudi Aramco to waive the crude pipeline through-put fee effective October 1, 2013 for a five year pe-
riod. Such arrangement has resulted in reduction of cost of goods manufactured for the year ended December 31, 2013 by approxi-
mately Saudi Riyals 9.23 million.

26.4.3 An arrangement with Sumitomo Chemical Company Limited to further reduce the marketing fee for all polymer and mono-
mer petrochemical products for a period of five years effective October 1, 2013, as lifted and sold by Sumitomo Chemical Asia PTE
Limited in accordance with petrochemical products lifting and marketing agreements. Such arrangement has resulted in increase in
sales revenue for the year ended December 31, 2013 by approximately Saudi Riyals 13.05 million.

26.4.4 An arrangement with Saudi Aramco to continue to waive the marketing fees for all refined products for the period from Jan-

uary 1, 2013 until December 31, 2013, as lifted and sold by Saudi Aramco in the Kingdom of Saudi Arabia in accordance with refined

products lifting and marketing agreement. Such arrangement has resulted in increase in sales revenue for the year ended December
31,2013 by approximately Saudi Riyals 78.35 million.

26.4.5 An arrangement with Saudi Aramco to amend the pricing formulas of gasoline and fuel oil, effective January 1, 2013 until
December 31, 2013, as mentioned in refined products lifting and marketing agreement. This arrangement has resulted in increase in
sales revenue for the year ended December 31, 2013 by approximately Saudi Riyals 101.38 million.

The formalization of existing agreements to incorporate the above mentioned arrangements is currently in process.

27. CONTINGENCIES AND COMMITMENTS

(i) As at December 31, 2013, bank guarantees issued on behalf of the Company in the normal course of business amounted to Saudi
Riyals 5.3 million (2012: Saudi Riyals 7 million).

(ii) As at December 31, 2013, capital commitments contracted for but not incurred for the construction of the petrochemical plant
and facilities amounted to Saudi Riyals 173.8 million (2012: Saudi Riyals 109.3 million).

Also, see Note 10.2 for operating lease commitments.

28. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

Financial risk is inherent in the Company’s activities but is managed through a process of ongoing identification, measurement and mon-
itoring, subject to risk limits and other controls. This process of risk management is critical to the Company’s continuing operations and
each individual within the Company is accountable for the risk exposures relating to respective responsibilities. The Company’s policy is
to monitor business risks through strategic planning process.

Risk management structure

Board of Directors
The Board of Directors is responsible for the overall risk management approach and for approving the risk management strategies and
principles.

Board Audit committee

The board audit committee is appointed by the Board of Directors. The board audit committee assists the Board in carrying out its
responsibilities with respect to assessing the quality and integrity of financial reporting and risk management, the audit thereof and the
soundness of the internal controls of the Company.

Internal audit

All key operational, financial and risk management processes are audited by internal audit. Internal audit examines the adequacy of the
relevant policies and procedures and the Company’s compliance with internal policies and regulatory guidelines. Internal audit discusses
the results of all assessment with management and reports its findings and recommendations to board audit committee.

The risks faced by the Company and the way these risks are mitigated are summarized below:
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Credit risk

Credit risk is the risk that one party to a financial instrument will
fail to discharge an obligation and cause the other party to incur a
financial loss.

Credit risk mainly comprises of cash and cash equivalents, trade
receivables, loans and other receivables. Cash and cash equiva-
lents are placed with banks with sound credit ratings. The majority
of trade receivables (96%) is from founding shareholders with his-
torically strong credit ratings, and is stated at respective realizable
values. For trade receivables from third parties, the Company has a
credit insurance policy with a reputable insurance service provid-
er. The Company does not obtain collaterals over receivables. As at
December 31, 2013, there were minimal overdue debts equivalent
t0 2.89% (2012: 3.28%) of the trade receivables of Company’s

allowed credit periods. The loans are receivable from utility service
provider and employees and are secured by utility payments and
guarantor respectively. The Company is not exposed to significant
credit risk on other receivables.

Commodity price risk

The Company is exposed to the risk of fluctuations in the prevail-
ing market prices on the refined and petrochemical products it
produces. The Company’s policy is to manage these risks through
the use of contract-based prices with major customers, based on
the agreements entered by the Company (Note 3). The Company
does not enter into commodity price hedging arrangements.

Fair value and cash flow interest rate risks




Fair value and cash flow interest rate risks are the exposures to
various risks associated with the effect of fluctuations in the
prevailing interest rates on the Company’s financial positions and
cash flows. The Company’s interest rate risks arise mainly from its
short-term deposits, loans from banks and financial institutions
and loans from founding shareholders, which are at floating rate
of interest and are subject to re-pricing on a regular basis.

Currency risk

Currency risk is the risk that the value of a financial instrument will
fluctuate due to changes in foreign exchange rates. The Compa-
ny's transactions are principally in Saudi Riyals and US Dollars. The
Company's management monitors the fluctuation in currency
exchange rates and believes that currency risk is not significant to
the Company.

Petro Rabigh @
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Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet
its commitments associated with financial liabilities when they fall
due.

Liquidity requirements are monitored on regular basis and the
Company ensures that sufficient liquid funds are available to meet
any commitments as they arise. The Company aims to maintain
sufficient level of its cash and cash equivalents to meet expected
cash outflows of financial liabilities.

All financial assets of the Company are current, except for proper-
ty, plant and equipment, investment, intangible and leased assets
and long-term loans, which are non-current in nature.
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The Company'’s financial liabilities consist of trade and other payables, loans and borrowings, capital lease liabilities and certain other
liabilities. All financial liabilities except for loans and borrowings, capital lease liabilities and certain employee related liabilities which are
non-current in nature, are non-commission bearing and expected to be settled within 12 months from the date of balance sheet.

The following analyses provides the Company’s financial liabilities into relevant maturity groupings based on the remaining period at
the balance sheet date to the contractual maturity date. The amounts disclosed in the table are the contractual undiscounted cash flows.
Balances due within 12 months equal their carrying balances as the impact of discounting is not significant.

|_|QU|D|'|'Y Less than 1 year Between1and2 Between2and5 Over 5 years
RISK years years
(in SAR’000) 2013
Loans and borrowings 1,996,541 7,220,528 6,520,469 6,805,285
Liabilities against capital 28,834 28,834 86,529 443,248
leases
Trade and other payables 13,265,904 - - -
Accrued expenses and other 360,369 - - -
liabilities
2012
Loans and borrowings 1,606,432 7,037,731 6,137,496 9,274,601
Liabilities against capital 28,834 28,834 86,529 473,762
leases
Trade and other payables 14,409,235 - - -
Accrued expenses and other 293,026 - - -
liabilities

29. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value is the amount for which an asset could be exchanged, or a liability settled between knowledgeable willing parties in an arm’s
length transaction. The Company’s financial assets consists of cash and cash equivalents, trade receivables, investment, loan and other
receivables and its financial liabilities consist of trade and other payables, loans and borrowings, capital lease liabilities and other liabili-
ties. The fair values of the financial instruments are not materially different for their carrying values.

30. RECLASSIFICATIONS

Reclassifications have been made to the comparative December 31, 2012 financial statements to conform to the current year presenta-
tion and represents principally the following reclassifications:

(i) Accrued financial charges amounting to Saudi Riyals 466.2 million reclassified from accrued expenses and other liabilities to
non-current portion of loans and borrowing and other long-term liability. Also see Note 15.

(ii) Current portion of loans to employees amounting to Saudi Riyals 2.1 million reclassified from long-term loans to current portion of
long-term loans. Also see Note 12.

(iii) Current portion of employees benefits amounting to Saudi Riyals 11.7 million reclassified from employee benefits to accrued
expenses and other liabilities. Also see Note 16.

31. APPROVAL AND AUTHORIZATION FOR ISSUE

These financial statements were approved and authorized for issue by the Board of Directors of the Company in their meeting held on
Rabi-ul-Thani 24, 1435H (February 24, 2014).



Annual Report 2013 Petro Rabigh @

Rabigh Refining & Petrochemical Company
Paid Capital SAR 8,760,000,000
CR 4602002161

P. 0. Box 666

Rabigh 21911

Kingdom of Saudi Arabia

Tel: 966 124251213

Tel.: 966 12 4258820

Toll Free: 800 440 9000

Fax: 966 12 425 8696
www.petrorabigh.com
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