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PART I

Item 1. Business
General

Arabian American Development Company (the “Company”) was incorporated in the State of
Delaware in 1967. The Company’s principal business activities include manufacturing various
specialty petrochemical products and owning an interest in a Saudi Arabian joint stock mining
company and in mineral properties in the United States. Unless the context requires otherwise,
references to “we,” “us,” “our,” and the “Company” are intended to mean consolidated Arabian
American Development Company and its subsidiaries.

Prior to 2009 the Company operated in 2 business segments, petrochemical and mining. As a result
of the transfer in December 2008 of the Company’s mining assets located in Saudi Arabia to the
joint stock company, Al Masane Al Kobra (“AMAK”), we now operate in only one segment,
petrochemical. See Note 16 to the Consolidated Financial Statements.

United States Activities

The Company’s domestic activities are primarily conducted through a wholly owned subsidiary,
American Shield Refining Company (the “Petrochemical Company”), which owns all of the capital
stock of Texas Oil and Chemical Co. Il, Inc. (“TOCCO”). TOCCO owns all of the capital stock of
South Hampton Resources Inc. (“South Hampton™), and South Hampton owns all of the capital
stock of Gulf State Pipe Line Company, Inc. (“Gulf State”). South Hampton owns and operates a
specialty petrochemical facility near Silsbee, Texas which produces high purity petrochemical
solvents and other petroleum based products, including iso-pentane, normal pentane, isohexane and
hexane which may be used in the production of polyethylene, packaging, polypropylene,
expandable polystyrene, poly-iso/urethane foams, and in the catalyst support industry. The
Company’s petrochemical products are typically transported to customers by rail car, tank truck and
iso-container. Gulf State owns and operates three pipelines which connect the South Hampton
facility to a natural gas line, to South Hampton’s truck and rail loading terminal and to a major
petroleum products pipeline owned by an unaffiliated third party. The Company also directly owns
approximately 55% of the capital stock of a Nevada mining company, Pioche-Ely Valley Mines,
Inc. (“Pioche”). Pioche did not conduct any substantial business activity during 2009, and the
Company has no plans to make any capital expenditures in the near term involving Pioche. See Item
2. Properties.

European Actitivies

In 2009 the Company formed South Hampton Resources International, SL (“SHRI’) which is
located in Spain. The Company owns 100% of the capital stock of SHRI. SHRI serves as a sales
office for South Hampton products in Europe and the Middle East.

Saudi Arabia Activities

Prior to December 2008, the Company held a thirty (30) year mining lease (which commenced on
May 22, 1993) covering an approximate 44 square kilometer area in the Al Masane area in western



Najran province in southwestern Saudi Arabia. The lease carries an option to renew or extend the
term of the lease for additional periods not to exceed twenty (20) years. The lease and other related
assets located in Saudi Arabia were contributed to Al Masane Al Kobra Mining Company
(*AMAK?) in December 2008 in return for a 50% ownership interest in AMAK, which was
subsequently reduced to a 41% ownership interest as discussed below. The above-ground ore
processing facility is currently under construction and is scheduled to be completed in 2010.
Underground work on the mine is estimated to be complete mid-2011. If work progresses as
scheduled, the mine should be fully operational in mid-2011.

In 1999 the Company applied for an exploration license covering an area of approximately 2,850
square kilometers surrounding the mining lease area, where it had previously explored with the
written permission of the Saudi Ministry of Petroleum and Mineral Resources. In 2005 the Saudi
Mining Code was changed which necessitated the re-submission of these applications and the re-
submission is being prepared in the format required by the new Code. The information relating to
these areas was also transferred to AMAK, and new applications are being submitted in the name of
AMAK. See “Investment in AMAK” below for additional discussion regarding all of the
Company’s properties and financing of the Al Masane project.

Note 16 to the Consolidated Financial Statements contains information regarding the Company’s
industry segments and geographic financial information for the years ended December 31, 2009,
2008 and 2007. In addition, see Item 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations for a discussion of the Company’s liquidity, capital resources
and operating results.

Investment in AMAK
Location, Access and Transportation

The project site is located in the Najran province in southwestern Saudi Arabia. Najran, the capital
of the province of the same name, is approximately 700 km southesast of Jeddah and is served by
regularly scheduled air service with other parts of the Kingdom. The project site is located 25 km
northwest of the Najran, midway between the outpost of Rihab and the district town of Sufah. A
modern, paved highway extends from Najran through the town of Habuna passing by the project
site and on to Sufah (see map on page 11). Another modern, paved highway extends west from the
town of Tirima about 30 km to the Asir provincial line, becomes a four-lane divided highway, and
intersects with a highway leading to Khamis Mushait and Abha. A joining highway then extends
down the western slope of the Sarawat mountains to the coastal highway which follows the coast
south to the port of Jizan. The latter will be the route for AMAK’s trucks carrying copper and zinc
concentrate to the port for export.

Conditions to Retain Title

The Saudi government granted the Company a mining lease for the Al Masane area on May 22,
1993 (the “Lease”). The Lease was assigned to AMAK in December 2008. As holder of the Lease,
the Company was, until December 2008, solely responsible to the Saudi Arabian government for
rental payments and other obligations required by the Lease, as well as, repayment of an $11 million
loan. According to the terms of the Lease, the Company would remain responsible for repaying the
$11 million note to the Saudi Arabian government. However, as a condition of approval for



transferring the Lease to AMAK in late 2008, the Ministry required the $11 million note to be
transferred to the books of AMAK. The initial term of the Lease is thirty years beginning May 22,
1993, with AMAK having the option to renew or extend the term of the Lease for additional periods
not to exceed twenty years. Under the Lease, AMAK is obligated to pay advance surface rental in
the amount of 10,000 Saudi riyals (approximately $2,667 at the current exchange rate) per square
kilometer per year approximately $117,300 annually) during the term of the Lease. The Company
paid $117,300 in February 2007 and $117,300 in February 2008 which covered the rent in full
through the end of 2008. AMAK paid the Lease fee in January 2009. In addition, AMAK must pay
income tax in accordance with the laws of Saudi Arabia and pay all infrastructure costs. The Lease
gives the Saudi Arabian government priority to purchase any gold production from the project, as
well as, the right to purchase up to 10% of the annual production of other minerals on the same
terms and conditions then available to other similar buyers and at current prices then prevailing in
the free market. Furthermore, the Lease contains provisions requiring that preferences be given to
Saudi Arabian suppliers and contractors, that AMAK employ Saudi Arabian citizens and provide
training to Saudi Arabian personnel.

History of Previous Operations

The Al Masane project is located in an area which contains extensive ancient mineral workings and
smelters that were discovered by Hatem El Khalidi, the recently retired president and CEO of the
Company, while flying over the area and later mapped by him on camel back during 1967. From
ancient inscriptions in the area, it is believed that mining activities occurred sporadically from 1000
BC to 700 AD. The ancients are believed to have extracted mainly gold, silver and copper. There is
an often suggested possibility that this area was where Queen Bilquis of Saba (the biblical Queen of
Sheba) discovered her great wealth. Various regional investigations of the Al Masane area were
carried out by a United States Geological Survey (USGS) mission. The first systematic mapping
was by Brown and Jackson who published the Geologic Map of the Asir Quadrangle in 1959, and
Greenwood carried out reconnaissance mapping in 1974 of the Wadi Malahah quadrangle, which
includes Al Masane. Conway undertook geologic mapping of the area in 1976. Beginning in 1972,
the Company undertook various geological, geophysical, and geochemical surveys which led to the
discovery of the ore lenses. In 1975 Robertson Research International (“RRI’) reviewed the
exploration program completed by the Company, prepared a preliminary economic evaluation on
the deposit and recommended ongoing development. In 1977 the Company retained Watts, Griffis
and McOuat Limited of Toronto, Canada (WGM) to study the deposits and an underground
development program was recommended to define the tonnage and grade of the deposit. By
September 1980 a permanent exploration camp including water supply and power plant was
established. In April 1981 WGM completed a program of 3,700 meters of underground access and
development using trackless mining equipment and 25,000 meters of underground diamond drilling
and 20,000 meters of surface drilling (“Phase I”’). Bulk underground metallurgical samples were
taken, and pilot plant test work was conducted at the Colorado School of Mines Research to confirm
the laboratory test work completed previously by Lakefield Research in Canada on the drill core.
This work was financed primarily with the 1984 $11 million interest-free loan from the Saudi
Arabian Ministry of Finance. Continued surface prospecting in the immediate area by the Company
led to the discovery of the Moyeath zone in late 1980. Although the surface expression of the
mineralization was small, preliminary diamond drilling indicated a significant massive sulphide
deposit at depth. Between 1982 and 1987, infill diamond drilling was conducted on the Al Houra
and Moyeath deposits which expanded the ore reserves. In addition, a number of studies relating to



water supply for the project were completed. Environmental studies for the project were completed
by independent consultants in 1995 as part of the feasibility studies.

Description of Current Condition

In 1982 WGM conducted a feasibility study on the project. This study was updated first in 1994 by
WGM and later in 2005 by SNC Lavalin. WGM was subsequently engaged to provide an
Australasian Joint Reserves Committee (“JORC”) compliant reserve estimate and also to model the
ore reserves and provide a mining plan. AMAK plans to subcontract the entire mining operation
and has engaged SRK Beijing to prepare the Invitation to Bid (ITB) documents. Commissioning of
the process plant is dependent on the mine providing ore at the design grades and tonnages, so the
appointment of a mining contractor is critical to the project.

Beijing General Research Institute of Mining and Metallurgy (BGRIMM) conducted a metallurgical
test-work program to verify the process-flow, grades and recoveries put forward in the bid
document, which was based on earlier studies. The comprehensive program validated the original
results and also led to a few modifications to the process. Cyanide leaching tests of the zinc
concentrate and the flotation tailings indicate that gold and silver could be recovered from these
streams. The basis of design is a plant throughput of 83 t/h with copper recoveries of 85% at a
grade of 25% copper and a zinc recovery of 82% at a grade of 55% zinc. The mass balance is
compliant with the grades and tonnages specified in the ITB documents.

In 2007 prior to the transfer of our assets, AMAK began negotiations with a Chinese company,
China National Geological and Mining Corporation (CGM), for a turnkey processing plant.
NESMA, a Saudi engineering and contracting firm, then became involved as the prime contractor.
AMAK subsequently entered into an engineering, procurement and construction turnkey (EPC)
contract with NESMA and Partners (NESMA) on November 26, 2007 for the construction of its
surface facilities at the AMAK mine. The scope of work comprised:

* EPC, commissioning and handover of the ore-treatment plant,

» EPC, commissioning and handover of the related infrastructure facilities,

» EPC, commissioning and handover of the concentrate storage and handling facilities at the port
of Jizan, which is approximately 460km from the mine.

The concentrator comprises:

* Primary crushing,

e Ore storage,

* SAG milling and pebble crushing,
» Secondary ball milling,

¢ Pre-flotation,



» Copper and zinc flotation,

» Concentrate thickening,

* Tailings filtration,

* Cyanide leaching,

» Reagent handling, make-up and distribution,
» Tailings-dam constructions, and
 Ultilities and related infrastructure.

Related infrastructure includes a 300 men capacity camp for single status accommodation for
expatriates and Saudi employees, an on-site medical facility, a service building for 300 employees,
on-site diesel generation of 10 megawatts prior to connection to the national grid, potable water
supply, sewage treatment plant and an assay laboratory.

The port of Jizan comprises:

* Unloading facilities,

» Concentrate storage, and

* Reclamation and ship-loading facilities.

NESMA signed a back-to-back contract with CGM for the entire EPC contract. There is a
possibility that CGM will sign a further contract with AMAK for the mine development and the
operation of the entire facility. There is also the possibility that AMAK will contract the
underground portion of the work to a separate contractor. The contract signed between AMAK and
NESMA was for the sum of $110,828,000 and the surface plant subcontract awarded to CGM by
NESMA is valued at $96,000,000.

BGRIMM, who acts as a subcontractor to CGM, has been responsible for the overall design of the
plant, including the civil, mechanical and structural, electrical and process aspects. The basic design
documents formed part of the bid document. The detailed engineering drawings were found by
Behre Dolbear International Limited (Behre Dolbear) to be of a high standard comparable with
western-style projects. Equipment throughput and availabilities were all specified in the ITB
document.

Based on NESMA'’s report for December 2009, overall engineering progress on the ore-treatment
plant and related infrastructure facilities was at 99.29%, procurement progress was at 98.44%, and
construction progress was at 71%. See Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations for a further discussion of these matters.

In the 1994 feasibility study, WGM stated that there is potential to find more reserves within the
Lease area, as the ore zones are all open at depth. Further diamond drilling is required to quantify



the additional mineralization associated with these zones. A significant feature of the Al Masane ore
zones is that they tend to have a much greater vertical plunge than strike length; relatively small
surface exposures such as the Moyeath zone may be developed into sizeable ore tonnages by
thorough and systematic exploration. Similarly, systematic prospecting of the small surface
indicators of mineralization in the area could yield significant tonnages of new ore. Updates to the
feasibility study were completed in 1996, 2005 and July 2009. The 2009 update indicates the
current capital cost to be approximately $166.4 million. The updated operating costs are estimated

to be approximately $63.24 per ton of ore milled.

Metal prices were at record lows worldwide during 2003, and therefore, numerous mining projects
were not economically feasible. As prices recovered during the 2007-2009 time period, the project
became economically viable. If spot prices as of December 31, 2009, are used in the analysis, or
even the three year average of prices is used, our investment in AMAK remains economically
viable. Mining economics, as with other capital intensive extractive industries such as offshore
petroleum exploration, will vary over time as market prices rise and fall with worldwide economic

performance.

The following chart illustrates the change from the previous three year average to current levels:

Average Price Spot Price as of Percentage

For 2007-2009 12/31/09 Increase
Gold $846.00 per ounce $1,087.00 per ounce 28.49%
Silver $ 14.34 per ounce $16.90 per ounce 17.85%
Copper $ 2.91 per pound $ 3.33 per pound 14.43%
Zinc $ 1.02 per pound $ 1.17 per pound 14.71%

Pursuant to the Lease, when the Al Masane project became viable the Company was obligated to
form a Saudi public stock company with the Saudi Arabian Mining Company, a corporation wholly
owned by the Saudi Arabian government (“Ma’aden”), as successor to and assignee of the mining
interests formerly held by the Petroleum Mineral Organization (“Petromin’). Ma’aden is the Saudi
Arabian government’s official mining company. In 1994, the Company received instructions from
the Saudi Ministry of Petroleum and Mineral Resources stating that it was possible for the Company
to form a Saudi company without Petromin (now Ma’aden), but the sale of stock to the Saudi public
could not occur until the mine’s commercial operations were profitable for at least two years. The
instructions added that Petromin (now Ma’aden) still had the right to purchase shares in the Saudi
joint stock company any time it desires. Title to the Lease and the other obligations specified in the
Lease would be transferred to the Saudi joint stock company. According to the terms of the Lease,
the Company would remain responsible for repaying the $11 million note to the Saudi Arabian
government. However, as a condition of approval for transferring the Lease to AMAK in late 2008,
the Ministry required the $11 million note to be transferred to the books of AMAK.

The Company and eight Saudi investors formed a Saudi joint stock company under the name Al
Masane Al Kobra Mining Company (AMAK) and received a commercial license from the Ministry
of Commerce in January 2008. In December 2008 the Company's mining lease and certain other
assets and liabilities were transferred to AMAK. AMAK is constructing the mining and treatment
facilities, and will operate the mine. The basic terms of agreement forming AMAK as initially
understood by the Company were as follows: (1) the capitalization was the amount necessary to
develop the project, approximately $120 million, (2) the Company owned 50% of AMAK with

the remainder being held by the Saudi investors, (3) the Company contributed the mining assets and



mining lease and the Saudi investors contributed $60 million cash, and (4) the remaining capital for
the project would be raised by AMAK by other means which may include application for a loan
from the Saudi Industrial Development Fund, loans from private banks, and/or the inclusion of other
investors. The Company’s $11 million note payable to the Saudi government was transferred to
AMAK in December 2008 and reconfirmed in August 2009 in connection with the letter agreement.

AMAK has all powers of administration over the Al Masane mining project. Subsequent to the
above agreement, the cash contribution was deposited in the accounts for AMAK in September and
October of 2007. The Company has four directors representing its interests on an eight person
board of directors with the Chairman of AMAK chosen from the directors representing the Saudi
investors, although the Company’s current level of representation on the Board is subject to change
on August 25, 2012 as described below. The Bylaws provide that the Chairman position shall be
held by a Saudi investor. The original formation documents are in Arabic, and English translations
have been provided to the parties. The Board meetings are conducted in English for the benefit of
all attendees.

During an April 2009 AMAK Board meeting, the validity of the Partnership Agreement between
the Company and the Saudi investors which had been relied upon by the Company as the operating
document since it was signed was questioned. Issues raised included: discrepancies between the
terms of the original Memorandum of Understanding and the Partnership Agreement; an allegation
that various signatures for one or more of the Saudi investors on the Partnership Agreement were
not authorized; the Saudi attorney who prepared the Partnership Agreement exceeded his authority;
and whether the Company’s capital contribution for 50% of AMAK’s stock was fully paid. The
Company had relied upon the Partnership Agreement for the past year.

After extensive research, investigation and deliberation, the Board of Directors of the Company
determined that while the documents relating to the formation of AMAK were poorly drafted and
ambiguous in certain areas, a business decision should be made to settle the dispute and move the
project forward rather than spend time and legal fees resolving the issues in the judicial arena of
Saudi Arabia, with the outcome uncertain and potentially damaging to the progress of the venture.
The Company and Saudi investors reached a definitive written agreement effective August 25,
2009, with the following terms and conditions: (1) The Company conveyed nine percent or
4,050,000 shares of AMAK stock to the other AMAK shareholders pro rata; (2) The Articles of
Association and Bylaws of AMAK will be amended to reflect that: (a) the Company has fully and
completely paid the subscription price for 18,450,000 shares of AMAK stock (or 41% of the issued
and outstanding shares), (b) neither AMAK nor the other AMAK shareholders may require the
Company to make an additional capital contribution without the Company’s written consent, and (c)
the Company shall retain seats on the AMAK Board equal in number to that of the Saudi Arabian
shareholders for a three year period beginning August 25, 2009; (3) AMAK will assume the $11
million note from the Saudi Arabian Ministry of Finance & National Economy Loan to the
Company, dated January 24, 1979, and will indemnify and defend the Company against any and all
claims related to said note; (4) For a three year period commencing August 25, 2009, the Company
has the option to repurchase from the Saudi Arabian shareholders 4,050,000 shares of AMAK stock
at a price equal to the then fair market value of said shares less ten percent; and (5) The two
Memorandums of Understanding dated May 21, 2006 and June 10, 2006 respectively, as well as the
Partnership Agreement dated August 6, 2006, are terminated for all purposes. The Company
prepared draft amendments to the AMAK Atrticles of Association and Bylaws to reflect the above.
These documents are currently under consideration by the Saudi Arabian shareholders and are



expected to be filed with Ministry of Commerce in the upcoming weeks. Copies of the two
Memorandums, Partnership Agreement, and AMAK Articles of Association and Bylaws are
attached as exhibits.

Rock Formations and Mineralization

Three mineralized zones, the Saadah, Al Houra and Moyeath, were outlined by diamond drilling.
The Saadah and Al Houra zones occur in a volcanic sequence that consists of two mafic-felsic
sequences with interbedded exhalative cherts and metasedimentary rocks. The Moyeath zone was
discovered after the completion of underground development in 1980. It is located along an angular
unconformity with underlying felsic volcanics and shales. The principle sulphide minerals in all of
the zones are pyrite, sphalerite, and chalcopyrite. The precious metals occur chiefly in tetrahedrite
and as tellurides and electrum. The following tables set forth a summary of the diluted recoverable,
proven and probable mineralized materials in that Al Masane area transaferred to AMAK, along
with the estimated average grades of these mineralized materials:

Proven
Reserves
(Tonnes) Copper Zinc  Gold Silver
Zone (000’s) (%) % (i)  (ait)
Saadah 448 15 3.7 0.8 21.0
Al Houra 29 0.8 3.8 0.7 21.0
Moyeath - - - - -
Total 477 1.4 3.7 8 21.0
Probable
Reserves
(Tonnes) Copper Zinc  Gold Silver
Zone (000’s) (%) % (i)  (alt)
Saadah 5,193 1.2 3.4 0.8 23.0
Al Houra 1,894 0.9 3.8 1.2 39.0
Moyeath 702 0.8 7.2 1.0 55.0
Total 7,789 11 3.9 0.9 29.0

For purposes of calculating proven and probable mineralized materials, a dilution of 5% at zero
grade on the Saadah zone and 15% at zero grade on the Al Houra and Moyeath zones was assumed.
A mining recovery of 80% was used for the Saadah zone and 88% for the Al Houra and Moyeath
zones. Mining dilution is the amount of wallrack adjacent to the ore body that is included in the ore
extraction process.

Proven mineralized materials are those mineral deposits for which quantity is computed from
dimensions revealed in outcrops, trenches, workings or drill holes, and grade is computed from
results of detailed sampling. For ore deposits to be proven the sites for inspection, sampling and
measurement must be spaced so closely and the geologic character must be so well defined that the
size, shape, depth and mineral content of reserves are well established. Probable mineralized
materials are those for which quantity and grade are computed from information similar to that used
for proven mineralized materials, but the sites for inspection, sampling and measurement are farther
apart or are otherwise less adequately spaced. However, the degree of assurance, although lower



than that for proven mineralized materials, must be high enough to assume continuity between
points of observation.

The metallurgical studies conducted on the ore samples taken from the zones indicated that 87.7%
of the copper and 82.6% of the zinc could be recovered in copper and zinc concentrates. Overall,
gold and silver recovery from the ore was estimated to be 77.3% and 81.3%, respectively, partly
into copper concentrate and partly as bullion through cyanide processing of zinc concentrates and
mine tailings. Further studies recommended by consultants may improve those recoveries and thus
the potential profitability of the project; however, there can be no assurances of this effect.

Other Exploration Areas in Saudi Arabia

During the course of its exploration and development work in the Al Masane area, the Company
carried on exploration work in other areas in Saudi Arabia. Results of this work were also
contributed to AMAK in December 2008.

In 1971 the Saudi Arabian government awarded the Company exclusive mineral exploration
licenses to explore for and develop the Wadi Qatan area in southwestern Saudi Arabia. The
Company was subsequently awarded an additional license in 1977 for an area north of Wadi Qatan
at Jebel Harr. These licenses have expired. On June 22, 1999, the Company submitted a formal
application for a five-year exclusive exporation license for the Greater Al Masane area of
approximately 2,850 square kilometers that surrounds the Al Masane mining lease area and includes
the Wadi Qatan and Jebel Harr areas. Although a license had not been formally granted for the
Greater Al Masane area, the Company was authorized in writing by the Saudi Arabian government
to carry out exploration work on the area. The Company previously worked the Greater Al Masane
area after obtaining written authorization from the Saudi Ministry of Petroleum and Mineral
Resources, and has expended over $2 million in exploration work. Geophysical, geochemical and
geological work and diamond core drilling on the Greater Al Masane area had revealed
mineralization similar to that discovered at Al Masane.

Prior to December 31, 2008, the Company incurred deferred exploration and development costs in
the amount of approximately $2.4 million, consisting of approximately $1.5 million associated with
the Greater Al Masane area and the balance of approximately $0.9 million was associated primarily
with the Wadi Qatan and Jebel Harr areas.

The related rights to the licenses in the Greater Al Masane, Wadi Qatan and Jebel Harr areas were
transferred to AMAK in December 2008, as part of the Company’s capital contribution to AMAK.
These $2.4 million in deferred exploration and development costs are an asset of AMAK and the
fact that the related benefit of these costs incurred would benefit AMAK in the future. The
Company was informed prior to the transfer of licenses that the Saudi Arabian Mining Code was
undergoing significant revision and was advised by the Saudi Arabian Ministry of Petroleum and
Minerals to delay the reapplication for those area licenses until the transfer of the existing mining
licenses were completed by AMAK. Once the transfer was complete, AMAK reapplied for those
licenses. AMAK has received positive feedback from the Ministry as of March 8, 2010, concerning
these licenses but expects that it will take several months for the documentation to work its way
through the governmental process.



Wadi Qatan and Jebel Harr

The Wadi Qatan area is located in southwestern Saudi Arabia. Jebel Harr is north of Wadi Qatan.
Both areas are approximately 30 kilometers east of the Al Masane area. These areas consist of 40
square kilometers, plus a northern extension of an additional 13 square kilometers. The Company’s
geological, geophysical and limited core drilling in the past disclosed the existence of massive
sulfides containing an average of 1.2% nickel. Reserves for these areas have not yet been classified
and additional exploration work is required. When and if AMAK obtains an exploration license for
the Wadi Qatan and Jebel Harr areas, AMAK may continue the exploratory drilling program
initiated by the Company in order to prove whether sufficient ore reserves exist to justify a viable
mining operation; however there is no assurance that a viable mining operation can be established.

Greater Al Masane

The new Mining Code, adopted by the Saudi government in October, 2004, specifies that the size of
an exploration license cannot exceed one hundred (100) square kilometers. However, there is no
restriction on how many exploration licenses can be held by one party simultaneously. AMAK isin
the process of identifying the best areas of the previously explored Greater Al Masane Area. AMAK
submitted applications for exploration licenses for two of the areas in question in late 2008. The
applications were rejected due to difficulties with the survey information attached to the
applications. AMAK resubmitted the application for a mining license in 2009 and is currently
awaiting approval from the Ministry.

Reference is made to the map on page 11 of this Report for information concerning the location of
the foregoing areas.

With respect to accrued salaries and termination benefits due employees working in Saudi Arabia,
the Company has continued employing these individuals to meet the needs of the corporate office in
Saudi Arabia. Upon finalization of the transfer of the lease and the assets to AMAK, the Board
voted to terminate the employees and give them an opportunity to apply for work with AMAK if
they chose. Funds to pay severance and any back pay were transferred to the Company’s bank
account in Saudi Arabia in January 2009, and the termination process began during 2009. As of
December 31, 2009, the Company had terminated 13 of the 20 employees working in Saudi Arabia
at a cost of $683,000. The Company estimates another $392,000 in accrued salaries and termination
benefits is due the remaining Saudi Arabian employees. The Company anticipates that all of the
Saudi Arabian employees will either be terminated or transferred to AMAK no later than June 30,
2010.
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