
Annual Report 2016

Growing towards
a strong and

sustainable future

An
nu

al
 R

ep
or

t 2
01

6
Sa

ha
ra

 P
et

ro
ch

em
ic

al
s







D SAHARA PETROCHEMICALS ANNUAL REPORT 2016



E

The Custodian of the Two Holy Mosques

King Salman bin Abdulaziz Al Saud
King of Saudi Arabia



F SAHARA PETROCHEMICALS ANNUAL REPORT 2016

His Royal Highness Prince

Muhammad bin Nayef bin Abdulaziz Al Saud
Crown Prince, First Deputy Prime Minister and the Minister of Interior



G

His Royal Highness Prince

Muhammad bin Salman bin Abdulaziz Al Saud
Deputy Crown, Second Deputy Prime Minister and the Minister of Defense



H SAHARA PETROCHEMICALS ANNUAL REPORT 2016



1

Chairman’s Message 2

Executive President’s Message 4

Board of Directors 6

The Legal Form of Our Subsidiaries  
& Organizational Structure 14

Company Profile 16

Vision & Mission 20 

Our Affiliates 22

Our Achievements 34

Our Commitments 36

Risks 46

Governance & Compliance 48

Board Resolutions 52 

Implementation of the New IFRS  56 

Financial Results 58 

Financial Report  66 

Contents



2 SAHARA PETROCHEMICALS ANNUAL REPORT 2016

HE Eng. Abdulaziz bin Abdullah Al-Zamil
Chairman

Chairman’s Message



3

Dear Shareholders, 

The year 2016 was a special year for 
Sahara Petrochemicals Company. 
Despite the economic crisis and 
the decline in feedstock prices, the 
company, since the beginning of the 
crisis, has been developing effective 
solutions to meet them. Thankfully, 
the financial results showed a great 
development and a high rate of 
production achieved by our company 
and our affiliates’ plants as well, despite 
the instability in the world’s markets, 
achieving what we had promised our 
shareholders to maximize the output 
from all the company’s facilities, as 
we understand our responsibilities, 
not only towards our shareholders, 
the company and its customers but 
also towards all the involved parties.

This year we have focused on the 
maximum usage of all the resources 
available to the Company and the 
implementation of its plans, which 
achieved the strategic objectives 
of the company, and thanks to 
almighty Allah, we achieved a net 
profit of 409,000,000 Saudi Riyals, 
which boosted the company’s board 
strategy to distribute cash dividends to 
shareholders with a recommendation 
of 329,096,250 Saudi Riyals  which is 
equivalent to 7.5% of the company’s 
capital, which means, that during the 
last five years, the distribution  reaches 
to 35% of the company’s capital in 
addition to what has been previously 
allocated as bonus shares. The Board 
of Directors are working hard to target 
the continuity of the distribution of 
profits and stability.

Our financial results 
showed a great 
development and a 
high rate of production 
achieved by our company 
and our affiliates’ plants.

Thankfully, in March 2016, we have 
witnessed the commercial operation 
of Saudi Butanol Company plant. 
This plant is the biggest in the region, 
producing 330,000 tons per year of 
normal Butanol and 11,000 tons of 
ISO-Butanol, where the commercial 
operation led to a lower production of 
Butyl Acrylate costs used as feedstock 
instead of importing them from abroad.

In 2016, we have also witnessed a 
record production by AL WAHA 
company producing more than 500,000 
tons of Polypropylene, surpassing the 
plant’s designed production capacity of 
450,000 tons, as a result of the success 
of the maintenance work carried out 
in 2015 and our expert Saudi national 
hands, which manage the plant, in 
addition to the outstanding results for 
the Saudi Ethylene and Polyethylene 
company.

The company has developed a strategy 
compatible with its ability to grow 
and achieve the aspirations of its 
employees and its shareholders for 
Sustainability, which fits with the 2030 
Vision developed by the country’s 
leaders and to increase Saudization.

In conclusion, I would like to take this 
opportunity to thank and appreciate the 
Custodian of the Two Holy Mosques, the 
Crown Prince and the Deputy Crown 
Prince, and all the shareholders for 
their continued trust, confidence and 
constant support in Sahara Company’s 
activities, work, business, service and 
social responsibility. I would also like 
to thank the company’s employees 
for their efforts and oustanding 
achievements in the continuity of 
production at maximum capacity at  
all the company’s plants.

 
Eng. Abdulaziz bin Abdullah Al-Zamil
Chairman

Chairman’s Message
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Eng. Saleh bin Mohammed Bahamdan
Executive President - Board Member

Executive President’s Message
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I am also proud to announce that 
during 2016 we reached 9 million 
incident-free hours − another strong 
indication that we have created in 
a relatively short time an efficient 
and motivated organization that 
works in true partnership with all 
its stakeholders. Our stakeholders 
of course include our local and 
national community which involves 
our continued investment in education 
programs plus our work with the 
community service programs to 
enhance sustainability and our 
commitements.

Finally I would like to thank the 
Custodian of the Two Holy Mosques, 
HRH the Crown Prince and the Deputy 
Crown Prince for their  wise leadership 
and efforts to enhance the business 
environment in Saudi Arabia. I would 
also like to thank our Chairman, Board 
of directors, employees, suppliers 
and customers for their efforts and 
unwavering commitment, without 
which our success and progress in 
2016 would not have been possible.

Eng. Saleh bin Mohammed Bahamdan
Executive President – Board Member

I am pleased to announce that Sahara 
Petrochemicals Company with the 
guidance and blessing of Allah and 
the unwavering support of our 
shareholders, has had an excellent 
2016 in spite of significant market 
challenges. We have excelled not 
only financially but also in areas of 
production and in delivering our 
strategic plan. Our achievements 
are highlighted by the increase in 
profitability, production and also in 
product quality across our plants and 
those of our affiliates.

Our continued focus on quality and 
performance improvement has 
helped us establish a strong position 
in a very competitive market. The 
transformation project completed 
in early 2016 created a merged 
organization with shared services that 
has delivered amongst other benefits, 
the International Financial Reporting 
Standards implementation(IFRS). 
Overall, in 2016, the company has 
executed its tasks with high efficiency, 
directed towards achieving its mission 
and vision.

In terms of production levels, in 
addition to our record production 
of Polypropylene at AL-WAHA 
Petrochemicals Company, we have 
achieved a stable monthly production 
level at our affiliate, SAMAPCO.

In addition, the start of commercial 

operations of our affiliate, Saudi 
Butanol Company, has delivered 
positive results to our downstream 
affiliate Saudi Acrylic Acid Company. 
This signals a further step in our 
integration plan for the Complex 
and has been reflected positively in 
2016’s results. Furthermore, we have 

also seen record results over the year 
at our Tasnee and Sahara Olefins 
Company, altogether contributing to 
an improved financial result.

In 2016, we have also witnessed 
the establ ishment  of Sahara 
Petrochemicals Marketing Company, 
which will come fully on line in 2017, 
allowing us to sell our products under 
Sahara Petrochemicals Brand for 
the first time. This significant move 
allows us greater strategic and tactical 
control of our sales and marketing and 
a closer more profitable relationship 
with our clients and partners.   

Our continued focus on 
quality and performance 
improvement has 
helped us establish a 
strong position in a very 
competitive market.

Executive President’s Message
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Board of Directors

The Board of Directors at its fourth session consists of eleven members who were 
appointed by cumulative voting by the 10th Ordinary General Assembly held on 
09/06/1436 AH corresponding to 29/03/2016 AD and the committees provided 
for by law are emerged from this Board. All Board members may be re-appointed. 
The members are classified according to the definitions contained in Article 2 of 
the Corporate Governance Regulation issued by the Capital Market Authority of 
Saudi Arabia.
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Board members, their classification and participation in the Board of Directors 
of other joint stock companies in the Kingdom of Saudi Arabia

Membership on other  
joint stock companies

Membership 
Type

PositionName#

-  Sipchem

- Alinma Bank

- Zamil Group Holding Company

Non-ExecutiveChairmanHE Eng. Abdulaziz bin Abdullah Al-Zamil1

- Saudi Real Estate Co.

-  Risan Real Estate Developers & 
Constructors, Real Estate Company

Non-ExecutiveDirectorJabr bin Abdul Rahman Aljabr2

- NoneIndependentDirectorEng. Ahmed Fahad Al-Dwayan3

-  Gas Company affiliated to Sipchem

-  Umm Al Qura for Development & 
Construction Company

-  Harf Information Technology   
Company

-  Makkah Construction & Development 
Company

IndependentDirectorKhalid bin Abdullah Al-Abdullatif*4

- Al Rajhi Bank

- Yanbu Cement Company

IndependentDirectorSaeed Omer Qasim El-Esayi5

- NoneIndependentDirectorRashid Saif Al-Ghurair6

-  Saudi Industries Development 
Company (Tatweer)

Non-ExecutiveDirectorOsama bin Abdulaziz Al-Zamil7

- NoneIndependentDirectorFahd bin Hamad Al-Mohsen8

- Saudi Arabia Jotun Paints Company

- Saudi Carbonate Company

-  Prince Sultan Culture Center 
Company

- International Exhibitions Company

- Foras Mining Company

IndependentDirectorAbdullah bin Marei bin Mahfouz9

- NoneIndependentDirectorMohammed bin Ali Al-Muslim10

-  Tasnee & Sahara Olefins CompanyIndependentDirectorEng. Saleh bin Mohammed Bahamdan11

*His membership was expired on 12/12/2016 AD 

Board of Directors

159 10 2

4863117
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The Board of Directors’ meetings were held four times during 2016. The table 
below shows the attendance record of each board member.

Member Name First Meeting 
17/02/2016AD

Second Meeting 
18/05/2016AD

Third Meeting 
27/09/2016AD

Fourth Meeting 
15/12/2016AD

Total

HE Eng. Abdulaziz bin Abdullah Al-Zamil 4

Jabr bin Abdul Rahman Aljabr 4

Eng. Ahmed Fahad Al-Dwayan 4

Khalid bin Abdullah Al-Abdullatif
Membership 

Expired
3

Saeed Omer Qasim El-Esayi 4

Rashid Saif Al-Ghurair 3

Osama bin Abdulaziz Al-Zamil 4

Fahd bin Hamad Al-Mohsen 4

Abdullah bin Marei bin Mahfouz 4

Mohammed bin Ali Al-Muslim 4

Eng. Saleh bin Mohammed Bahamdan 4

Board of Directors
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The Board of Directors’ Committees

Board of Directors

Names of Executive Committee members and its number of meetings:

# Name Position Number of Meetings

1
HE Eng. Abdulaziz bin Abdullah Al-Zamil  
(Chairman)

Chairman 4

2 Saeed Omer Qasim El-Esayi Member 4

3
Eng. Saleh bin Mohammed Bahamdan 
(Executive President)

Member 4

The Board of Directors has three sub-committees: Executive 
Committee, Audit Committee and Remuneration & Nomination 
Committee.

The Executive Committee
Executive Committee holds the management functions of 
the business and makes recommendations to the Board 
on various issues, such as strategic planning and senior 
management appointments. Executive Committee enjoys all 
the powers of the Board of Directors that can be delegated 
to them in accordance with the memorandum of association 

and articles of association and applicable laws in this regard, 
provided that the Executive Committee exercises the powers 
delegated to it is consistent with any decisions imposed 
by the Governing Council. The Executive Committee is also 
delegated by the Board of Directors with specific executive 
authority, such as the application of the investment policy, 
monitoring the performance of the company’s operations, 
adoption of major procurement transactions, and asset 
sales on a schedule approved by the Board of Directors who 
approved the agenda. The committee held four meetings 
during the year of 2016.
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The Audit Committee
In addition to the Executive Committee, the Company has an 
Audit Committee composed of three members in addition 
to the secretary of the Committee. The most important 
responsibilities carried out by the Audit Committee include:

•  Overseeing the internal audit in the company’s management 
in order to ensure its effectiveness in the implementation 
of actions and tasks set by the Board of Directors.

•  Study of the internal control system and the development 
of a written report and its recommendations on the 
matter.

•  Study of internal audit and follow up of the implementation 
of corrective actions for the comments included in the 
reports.

•  Recommendation of the Governing Council for the 
appointment of Chartered Accountants and their 

dismissal, for determining their fees, and for ensuring 
their independence when recommending appointments.

•  Monitoring the work of the Chartered Accountants, and 
the adoption of any work outside the scope of audit work 
assigned to them while work review.

•  Studying the audit plan with the chartered accountants 
and expressing their notes on it.

•  Studying the notes of the Chartered Accountants on the 
financial statements and monitoring what is done in the 
statements.

•  Studying preliminary and annual financial statements 
before submission to the Board of Directors for opinion 
and recommendation.

•  Studying accounting policies and expressing an opinion 
and recommendation to the Board of Directors in the 
matter.

The committee held four meetings in 2016

Number of MeetingsPositionName#

4Chairman of the CommitteeMohammed bin Ali Al-Muslim1

4MemberEng. Osama bin Abdulaziz Al-Zamil2

4MemberJabr bin Abdul Rahman Aljabr3

4Committee SecretaryRushdi bin Khalid Al Dulaijan4

Board of Directors
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Names of Nomination and Remuneration Committee members and number of meetings

Number of MeetingsPositionName#

1Chairman of the CommitteeHE Eng. Abdulaziz bin Abdullah Al-Zamil1

1MemberSaeed Omer Qasim El-Esayi2

1MemberEng. Ahmed Fahad Al-Dwayan3

1Committee SecretaryRushdi bin Khalid Al Dulaijan4

The Nomination and Remuneration 
Committee:
The existence of the committee for nomination of bonuses 
is one of the main responsibilities of the Board of Directors. 
The duties and responsibilities for this committee include:

•  Recommendation of the Governing Council candidacy for 
membership of the Board, in accordance with approved 
policies and standards, taking into account not to nominate 
any person previously convicted of a crime involving 
moral turpitude or dishonesty. 

•  Annual audit required with regard to board membership 
skills, preparing a description of the capabilities and 
qualifications required for membership of the Board of 
Directors, including the identification of time that is needed 
to be a devoted member of the Governing Council.

Board of Directors

•  Review of the structure of the Board of Directors and 
making recommendations regarding changes that can 
be made.

•  Identifying weaknesses and strengths in the Board of 
Directors, and the proposal dealt with in accordance with 
the company’s interest.

•  Ensuring an annual basis of the independence of the 
independent members, and the absence of any conflict 
of interest if the member is a member of the Board of 
Directors of another company.

•  Developing clear policies for compensation and bonuses 
of directors and senior executives, and taking it into 
account when setting those policies using criteria linked 
to performance.

The committee held one meeting for 2016 on 15/12/2016.
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Name
Stocks in 1 Jan 2016 Stocks in 31 December 2016

Net change
Change 

percentage
%Quantity Debit tools Number of 

stocks Debit tools

HE Eng. Abdulaziz bin Abdullah 
Al-Zamil 1,651,500 - 1,651,500 - 0 0

Eng. Ahmed Fahad Al-Dwayan 1000 - 1000 - 0 0

Khalid bin Abdullah Al-Abdullatif* 0 - 0 - 0 0

Saeed Omer Qasim El-Esayi 9,768,134 - 7,634,765 - -2,133,369 -21.9%

Rashid Saif Al-Ghurair 0 - 0 - 0 0

Jabr bin Abdul Rahman Aljabr 0 - 0 - 0 0

Osama bin Abdulaziz Al-Zamil 2,000 - 2,000 - 0 0

Abdullah bin Marei bin Mahfouz 50,500 - 2,000 - -48,500 -96%

Fahd bin Hamad Al-Mohsen 0 - 0 - 0 0

Mohammed bin Ali Al-Muslim 11,000 - 11,000 - 0 0

Eng. Saleh bin Mohammed 
Bahamdan 50,000 - 64,000 - +14,000 +28%

Board of Directors

*His membership was expired on 12/12/2016 AD 

Description of benefits for members of the Board of Directors, their children, their partners and 
their minor children in company stocks for 2016:
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Board of Directors

Name
Stocks in 1 Jan 2016 Stocks in 31 Dec 2016

Net change
Change 

percentage 
%Quantity Debit tools quantity Debit tools

Rushdi bin Khalid Al-Dulaijan 0 - 0 - - -

Omar bin Salem Bahaybal 76,000 - 0 - -76,000 -100%

Saied bin Ahmed Bayounes 0 - 0 - - -

Eed bin Saad Elgaeed 54,582 - 3,012 - - 51,570 -94%

Saeed bin Ali Eorani 275,000 295,000 +20,000 +8%

Bonuses and compensations for members of the Board of Directors and Senior Executives: 

The following table illustrates the rewards and compensation paid to the Board Members and Senior Executives who have 
received the highest bonuses from the company and in addition to them, Executive President and General Manager during 
the 2016 financial year. 

Statement Executive Members Non-Executive or 
Independent Members 

Five from Senior Executives who 
received rewards and compensations 
in addition to Executive Manager and 

Financial Manager

Salaries and Compensations - - 5,372,535

Replacements 15,000 260,409 1,470,634

Regular and Annual Rewards 200,000 2,000,000 910,620

Motivational plans - - -

Any other compensations 
or features which are given 
monthly or annually

- - -

Description of any benefit for Senior Executives, their spouses and their minor children in the 
stocks:
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 The table below represents the legal form of the company, the name of each subsidiary company, its asset, and percentage 

of ownership, its main activity, its operational headquarters and the place of establishment through 2016:

Company Name Share Capital 
(SA Million) Responsibilities

The Sahara 
ownership  

(Direct and Indirect)
Main Activity

Main operational 
headquarters – 
establishment 

place 

AL WAHA 
Petrochemicals 
Company

1,660
Mixed and 

Limited 
responsibilities

75% Production of Propylene and 
Polypropylene Jubail Industrial

Tasnee & Sahara 
Olefins Company 2,830 Closed Joint 

Stock Company 32.55%

Create, manage, operate, 
own and invest in industrial 
projects especially 
petrochemicals and chemicals 
industry and marketing its 
products and perform every 
task related to.

Jubail Industrial – 
Riyadh 

Saudi Ethylene 
& Polyethylene 
Company

2,737.5
Mixed and 

Limited 
responsibilities

24.41%
Production of Ethylene,  
Propylene and Polyethylene  
with high and low density   

Jubail Industrial

Saudi Acrylic Acid 
Company 1,777 Limited 

responsibilities 43.16%

Create, manage, operate 
and own projects of Acrylic 
Acid production and its 
derivatives and chemical 
and petrochemical industrial 
projects.

Jubail Industrial – 
Riyadh

Saudi Acrylic 
Monomer Company 
Limited

1,084.5
Mixed and 

Limited 
responsibilities

32.37%

Production of  Acrylic acid 
Derivatives:

1.  Acrylic Acid
2.  Butyl Acrylic
3. Ethylhexyl Acrylate
4. Glacial Acrylic Acid

Jubail Industrial

Saudi Acrylic Polymer 
Company 416.4

Mixed and 
Limited 

responsibilities
32.37%

Own, manage and operate the 
factory of Super-Absorbent 
Polymers within the group 
project of complete Acrylics.  

Jubail Industrial

Sahara & Ma’aden 
Petrochemicals 
Company

900 Limited 
responsibilities 50%

Design, create, own and 
operate an integrated factory 
for Chlorine production and 
Caustic Soda in addition to 
Ethylene Dichloride.

Jubail Industrial

Saudi Butanol 
Company 486 Limited 

responsibilities 14.38% Production of normal Butanol 
and Iso-Butanol Jubail Industrial

Sahara Marketing 
Company 0.5 Limited 

responsibilities 100% Petrochemicals products 
marketing and wholesale. Jubail Industrial

The Legal Form of Our Subsidiaries

The Legal Form of Our Subsidiaries 
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Executive President

Advisor

FinanceQuality & Risk Engineering & 
Designs

Accounting
Strategic Planning 

& Performance 
Mgt.

Quality Assurance 
Mgt.

Marketing & 
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MaintenanceInformation 
Technology

Production & 
Operation

Finance & Info 
Technology

Strategy & 
Performance Mgt.Public Relation

Industrial 
Security

Procurement & 
Material Mgt.

Projects

Human 
Resources

General Service

Shared Services

Organizational Structure

Organizational Structure



Sahara Petrochemicals was founded to be one of the 
pioneer industrial pillars in Saudi Arabia, especially in the 
petrochemicals and chemical industry.
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The headquarters of the company is 
located in Riyadh city.  It operates as 
a holding company focused on its core 
activity in the petrochemical sector in 
Saudi Arabia, and is committed to the 
implementation of its activities to the 
highest quality standards in production 
with its commitment to safeguarding 
the environment and the safety of 
its employees and the community in 
general, and contributes to many joint 

projects with local and international 
partners in the following areas:

•  Provide valuable investment 
opportunities for the Saudi private 
sector in the fields of petrochemicals 
manufacturing and petrochemical 
industry.

•  Secure contemporary, modern 
and skilled workers trained for 

manufacturing highly competitive 
features to match export requirements.

•  Provide jobs which are promising 
for its employees with a focus on 
the application of the Saudization 
program in all sections of the 
company.

Sahara Petrochemical Company is one of the Saudi companies listed on the 
Saudi stock market “Tadawul”. The Sahara Petrochemical Company was 
incorporated on 19.05.1425 Hijri (corresponding to 7/7/2004 AD) under the 
commercial registration number (1010199710), with a capital which currently 
stands at, 4.388 Billion Saudi Riyals. 

Company profile
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Vision
To be a preferred manufacturer and marketer of 
chemical products and build effective strategic 
alliances.

Mission
To manufacture and market quality chemical products 
that are in compliance with applicable local and 
international regulations.
To achieve sustainability that meets customers’ and 
shareholders’ expectations through an efficient, 
motivated and productive organization.

20 SAHARA PETROCHEMICALS ANNUAL REPORT 2016
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Sahara Petrochemicals has achieved the best 
administrative and operational practices during 2016. 
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AL WAHA Petrochemicals Company

AL WAHA Petrochemicals Company 
was incorporated in September 
2006 as a limited liability company 
with the objective of constructing, 
p o s s e s s i n g  a n d  o p e r a t i n g  a 
petrochemicals complex. AL WAHA 
is a joint venture between Sahara 
and Basell Arabie Investissements 
S.A.S. with a seventy-five percent 
(75%) and twenty-five percent (25%) 
shareholding respectively. The share 
capital of AL WAHA is SAR 1,660 

billion. The company produces 467.6 
KTA of Propylene as primary feedstock 
for the production of 450,000 KTA of 
Polypropylene. The Polypropylene 
will be sold in both regional and 
international markets. AL WAHA 
Plants are located in Jubail Industrial 
City in the eastern region of Saudi 
Arabia and commenced commercial 
operations on 1 April 2011.75%

SAHARA

Affiliate Companies
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Tasnee & Sahara Olefins Company (TSOC)

TSOC was incorporated in May 2006 
AD as a closed joint stock company 
in which Sahara owns 32.55%, GOSI 
owns 7.00% and the remaining 
60.45% is owned by National Tasnee 
Petrochemicals Company; National 
Tasnee Petrochemicals Marketing 
Company; National Gulf Company 
for Petrochemical Technology; and 
National Worldwide Industrial 
Advancement Company.

TSOC was incorporated with a 
share capital of SAR 2,400 million, 
subsequently increased to SAR 
2,530 million and SAR 2,830 million 

during the fiscal years 2009 and 2010 
respectively; its issued shares are 
fifty-six million six hundred thousand 
(56,600,000) shares of equal value. 
The nominal value of each share is 
SAR 50.

TSOC was incorporated as a holding 
company for investments in certain 
other joint venture projects. Its current 
holdings comprise a seventy-five 
percent (75%) equity stake in Saudi 
Ethylene & Polyethylene Company 
(SEPC) and a sixty-five percent (65%) 
equity stake in Saudi Acrylic Acid 
Company Limited (SAAC).

32.55%
SAHARA

Affiliate Companies
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Affiliate Companies

Saudi Ethylene & Polyethylene Company (SEPC)

SEPC was incorporated in May 
2006 as a limited liability company 
between TSOC and Basell Moyen 
Orient Investissements SAS with 
a  seventy-f ive percent  (75%) 
and twenty-five percent (25%) 
shareholding respectively. By virtue 
of Sahara’s 32.55% equity stake 
in TSOC, Sahara owns an indirect 
equity stake of 24.41% in SEPC. The 
share capital of SEPC is SAR 2,737.5 
million. SEPC was formed to develop, 
finance, construct, commission, own, 
manage and operate a petrochemical 
complex for the production of 284,800 
tons per annum of Propylene and 

1,008,000 tons per annum of Ethylene, 
approximately 80% of which will 
be used as the primary feedstock 
for the production of approximately 
800,000 tons per annum of high and 
low density Polyethylene.

SEPC Plant is located in Jubail 
Industrial City in the eastern region 
of Saudi Arabia and commenced its 
operations in June 2009. 24.41%

SAHARA
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Sahara & Ma’aden Petrochemicals Company (SAMAPCO)

SAMAPCO was incorporated in  August 
2011 as a limited liability Company 
which is a 50:50 joint venture between 
Sahara and Ma’aden with a share 
capital of SAR 900 million. SAMAPCO 
was incorporated to design, construct, 
commission, own and operate an 
integrated chlor-alkali plant capable 
of producing 227,000 tons per annum 
of Chlorine and 250,000 tons per 
annum of Caustic Soda, as well as an 
Ethylene Dichloride plant capable of 
producing 300,000 tons per annum 

of Ethylene Dichloride, together  with 
the associated utilities and support 
facilities to be located in Jubail 
Industrial City in the eastern region 
of Saudi Arabia. Commercial operation 
commenced on July 1, 2014 AD.

50%
SAHARA

Affiliate Companies
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Saudi Acrylic Acid Company (SAAC)

Saudi Acrylic Acid Company (SAAC) 
was incorporated in April 2009 as 
a limited liability company in which 
Sahara owns (22%), TSOC owns (65%) 
and Tasnee owns the remaining (13%) 
of the share capital.

By virtue of Sahara’s 32.55% equity 
stake in TSOC, Sahara owns an 
additional indirect equity stake of 
21.16% in SAAC giving an aggregate 
shareholding of 43.16%.

The share capital of SAAC is SAR 1,777 
million. SAAC was incorporated as a 
holding company for investments in 
certain other joint venture projects 

including the Integrated Acrylates 
Complex project. Current engagements 
of SAAC comprise (75%) equity stake 
in SAMCO, a seventy-five percent 
(75%) equity stake in SAPCO and a 
thirty-three percent (33%) equity 
stake in Butanol JV.

SAAC will also own and operate the 
U&O Facilities for the Integrated 
Acrylates Complex project including 
product storage and warehouse, 
truck-loading/transportation and port 
facilities. SAAC started its commercial 
operations on 1 July, 2014.

Affiliate Companies

43.16%
SAHARA

Saudi Acrylic Monomer Company (SAMCO)

Saudi Acrylic Monomer Company 
Limited (SAMCO) was incorporated in 
July 2009 as a mixed limited liability 
company between SAAC and Dow 
Chemical with a seventy-five percent 
(75%) and twenty- five percent (25%) 
shareholding respectively. By virtue 
of Sahara’s aggregate 43.16% equity 
stake in SAAC, Sahara owns an indirect 
equity stake of 32.37% in SAMCO. 
The share capital of SAMCO is SAR 
1,084.5 billion.

SAMCO was incorporated to own, 
manage and operate the acrylic acid 
and esters plant of the Integrated 

Acrylates Complex. It will be supplied 
with up to 96,000 tons per annum of 
n-butanol from SAAC, up to 100,000 
tons per annum of Propylene from 
SEPC. SAMCO will produce and sell up 
to 64,000 tons per annum of Glacial 
Acrylic Acid to SAPCO, and up to 
160,000 tons per annum of Butyl 
Acrylate. Commercial operations 
started on July 1, 2014.32.37%

SAHARA
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Affiliate Companies

Saudi Butanol Company (SABUCO)

Saudi Butanol Company (SABUCO) 
was incorporated in May 2013 as 
a mixed limited liability company 
between SAAC, Saudi Kayan Co. 
and Sadara Chemicals Co. with a 
partnership rate of 33.3% per each. By 
virtue of Sahara’s aggregate 43.16% 
equity stake in SAAC, Sahara owns an 
indirect equity stake of 14.38% in the 
Company, noting that the capital of 
SABUCO is SAR 486 million. SABUCO 
was incorporated to own, manage 
and operate the n-Butanol plant of 
the Integrated Acrylates Complex. 
The plant will produce 330,000 tons 
of n-Butanol annually and 11,000 

tons of Isobutanol annually. The 
produced quantity will be distributed 
of n-Butanol and Isobutanol evenly 
over the project three partners. 
Each of the three partners will 
be responsible for procuring and 
supplying Propylene and natural gas 
for providing feedstock to produce 
and market their share of n-Butanol 
and Isobutanol.

It is worth mentioning that the trail 
operation of the project started in 
October 20, 2015 AD. The commercial 
operations are expected to commence 
in the first half of 2016 AD.

14.38%

Saudi Acrylic Polymer Company (SAPCO)

Saudi Acrylic Polymer Company 
(SAPCO) was incorporated in April 
2012 as a mixed limited liability 
company between SAAC and Evonik 
with a seventy-five percent (75%) 
and twenty-five percent (25%) 
shareholding respectively. By virtue 
of Sahara’s aggregate 43.16% equity 
stake in SAAC, Sahara owns an indirect 
equity stake of 32.37% in SAPCO 
noting that the capital of SAPCO is 
SAR 416.4 million.

SAPCO was incorporated to own, 
manage and operate the super 
absorbent polymer plant of the 

Integrated Acrylates Complex. It will 
be supplied with up to 64,000 tons 
per annum of glacial acrylic acid by 
SAMCO and 24,000 tons per annum 
of dry caustic soda by SABIC. SAPCO 
will produce 80,000 tons per annum 
of super absorbent Polymer for sale 
to Evonik and SAAC. Commercial 
operations started on July 1, 2014.

SAHARA

32.37%
SAHARA
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Sahara Marketing Company

Sahara Marketing Company was 
established in December 2016 with 
ownership percentage of 100% of 
the Sahara Petrochemical Company 
and a capital of 500 thousand riyals. 
The company’s activities include 
wholesale of industrial chemicals 
and petrochemicals, export and 
commercial undertakings, and 

marketing on behalf of third parties. 
This step comes in the framework of 
the strategy of Sahara Petrochemicals 
Company to take advantage of growth 
in the marketing of petrochemical 
products, reduce the cost of marketing 
and expand the marketing of products 
from other companies.

100%
SAHARA

Affiliate Companies
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It’s with great pleasure that we report 
the remarkable achievements made by 
Sahara Petrochemicals in 2016. Those 
achievements resulted from the help of 
Allah first and then through the dedication 
and hard work of our employees.

•  Achieved more than 9 million man-
hours with no loss time injury, 
having complied with all local and 
international regulations.

•  Awarded ISO 9000 (Quality), RC 
14000 (Responsible Care), ISO 
27001 (Information Security) and 
ISO 31000 (Risk Management).

•  In AL WAHA, the highest PP 
production of 503,000 tons of 
high quality products was achieved, 
exceeding the design capacity, 
reaching rates that exceeded  the 
expectations of everyone, including 
the owner of the technology.

•  SAMAPCO utilized efficiently all 
feedstock available and made close 
to the business plan of CA and EDC 
production.

Our Achievements

•  Highest loading and sales of CA as 
well as highest sales of EDC.

•  Highest net profit of 409 million SAR 
next to highest since establishment, 
exceeding all consensus estimates.

•  Completed the objectives and 
initiatives to execute our strategy 
for our years to come.

•  Established Sahara Marketing 
company.

•  Successfully completed all required 
work to switch to IFRS, the new 
accounting system.

•  Completed the main stages of 
building the company’s employees 
housing project, and complete 
the policy of ownership and the 
associated implementation of the 
housing plan, and delivering them 
to the eligible employees soon.

•  The completion of the main phases 
of the construction of the company’s 
Beach camp.

•  Cost saving made through SAHIM 
totaled 6 Million SAR.

•  The highest Ethylene production of 
1,154,681 tons against name plate of 
1,008,000 T.

•  Highest Propylene  production of 
320,759  tons against name plate 
of 283,000 T.

•  Highest production of HDPE and 
LDPE of 459,812 T and 426,193 T 
respectively against 400,00 T each.

• Production stability of Acrylic Acid,  
 Super Absorbent Polymers and  
 Butanol, as budgeted.

All these achievements have proven 
our potential for even greater success, 
and our capability to continue being the 
preferred manufacturer and marketer of 
high quality chemicals, and to exceed .

503,000 TONS 409 MILLION SAR 
The highest PP production of high 
quality products was achieved.

The highest net profit next to highest 
since establishment, exceeding all 
consensus estimates.

1,154,681 TONS 320,759 TONS
The highest Ethylene production 
against name plate of 1,008,000 T

The highest Propylene production 
against name plate of 283,000 T

Our Achievements
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A copy of the certificate of appreciation provided by « LyondellBasell » on the occasion of Sahara Petrochemicals 
Company attaining the highest production rate of Polypropylene in 2016, amounting to 503 thousand tons, surpassing 
everyone’s expectations, including the owner of the technology.
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Our Commitments

There are many patterns, morals and values that we respect and take into consideration, 
which inspire us with many ideas and much creativity throughout the day. These 
patterns and values are part of our identity which we are proud of, and we firmly 
commit ourselves to upholding them and to fulfilling our duty to be thankful for 
our surroundings that give us the opportunity to participate in the development of 
our society and country. Environment, quality, society, and our human resources all 
deserve our care as well as our commitment to adopt organizations and legislations 
that conform to these four items. That is why Sahara Petrochemicals has developed 
many legislations that guarantee the availability and continuity of these four items.

Our Commitments
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Sahara Petrochemicals places much 
focus on the care of our environment and 
our surroundings, and hence we have 
developed and implemented several 
strict laws against damage to the 
environment, including air, water and 
soil. Our focus also covers the continual 
maintenance of our surroundings 
through the development of polices 
that safeguard it in the manner in which 
Allah has created it - clean, pure and 
free from pollution and contamination. 

We show our concern for our environment 
by designing our facilities to conform to 
local and international standards so we 
could reach the highest levels of care in 
this field. Our polices in this regard are 
unique in many respects; we take into 
consideration the environment when 
designing our factories and production 
facilities, and we choose manufacturing 
techniques that cause lesser damage 
to the environment. Also, we follow 
local and international waste treatment 
processes by collecting and transporting 
industrial waste to a safe place using the 
latest technologies for their disposal. 
Such strict observance of effective waste 
management techniques reduces the 
effect of waste on the environment to 
a high percentage and ensures the best 

environmental solutions for us. The care 
of our environment is done under the 
control and supervision of the safety 
and environment engineers in Sahara 
Petrochemicals. 

To further reduce damages to the 
environment, we are now recycling some 
of the waste material to reuse them, 
thereby reducing costs and providing 
an additional solution for the waste 
disposal problem in general. 

Our environmental care covers all 
aspects of the external elements - 
soil, water, and air. For soil protection, 

Environment

Our strict observance 
of effective waste 
management techniques 
reduces the effect 
of waste on the 
environment to a high 
percentage and ensures 
the best environmental 
solutions for us.

we prepared an ambitious program 
to periodically measure pollution 
percentage in soil and the extent of 
its effect on underground water in our 
production locations. 

In the area of water management, 
we use cutting-edge technologies 
in sea water recycling process, and 
use the recycled water for cooling 
our factories. In order to ensure the 
safe return of the used water to the 
environment, we calibrate the water 
temperature and also check if it is free 
of chemical materials before releasing 
it into the sea. Such safety measures 
ensure the protection of living things 
in the sea from death caused by wrong 
temperature or pollution. This also 
prevents local fish species from being 
compelled to migrate to other places. 

 In protecting the air, we constantly 
measure the incessant emissions from 
our factories and analyze their effect 
on our atmospheric environment. 
We are committed to following the 
approved international environment 
measurements, and hence we seek to 
reduce these emissions to the least 
possible level. 

Our Commitments

Planting of seeds by students under the 
sponsorship of Sahara.
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Environmental Culture

Sahara Petrochemicals provides regular 
training and cultural programs for its 
employees with the purpose of creating 
environmental awareness in them. Such 
programs contribute to the employees’ 
protecting the environment both inside 
and outside the company. The programs 
are given close attention and followed 
up by the senior management, who 
understand how important their 
responsibilities are in this regard. 

Developing programs and holding 
training sessions for creating an 
environmental culture is not limited 
to Sahara’s employees,  but extends 
to a number of schools and institutions 
within Jubail Industrial City, where we 
host many of their students and train 
them to be qualified in environmental 
protection. In addition, we sponsor 
many environment-related conferences 
and seminars, in keeping with our 
commitment to our community. 

Caring for Environmental 
Activities
Sahara Petrochemicals has continued 
its efforts to support the environmental 
activities and programs to stop 
environment violations by sponsoring 
and participating in the Waste-Free-
Environment campaign in collaboration 
with Gulf Petrochemicals & Chemicals 
Association.

In addition, Sahara has sponsored 
Heraa School in Jubail to execute 
several environmental activites such 
as awareness campaigns, seed planting, 
sports competitions, public lectures and 
site visits to similar organizations in the 
UAE to exchange experiences.

International Recognition

In recognition of Sahara Petrochemicals’ 
environmental  pol ic ies  and its 
implementation of the best practices 
in  protect ing the environment 
and observing safety measures by 
considering them as one of the most 
important obligations of the company, 
one of our affi l iates,  AL WAHA 
Petrochemicals Company, obtained 
the ISO 14001 and OHSAS 18001 
certifications for the preservation of 
the environment and safety on the 
global level.

Our Commitments

The campaign sponsored by the company for school students to introduce 
the importance of preserving the environment
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Company Profile

The company’s delegation participating in the 
“Waste Free Environment” campaign

Attention to the environment is a top priority for the 
company’s senior management

One of the students participating in the campaign to 
preserve the environment Fanteer Beach Cleaning Campaign

Some employees of the company during their 
participation in the campaign
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The Company’s Executive President receiving an accolade 
from the Jubail Royal Commission Official One of the educational activities sponsored by the company

In Sahara Petrochemicals we constantly 
seek to reach the maximum degree of 
integrity in our products. Whenever a 
concept appears for the improvement of 
one of our products in some aspect, we 
take the initiative sincerely to adopt it 
and bring it to reality. In this way we do 
our best to obtain the highest standards 
of quality for the products of Sahara 
Petrochemicals. Our commitment to 
quality covers not only our products 
but also all our procedures. 

All this would not be possible without 
our commitment to the concept of total 
quality even in the smallest details in 
our systems. Such detailed attention 
to our work will in the end result in our 
achieving the quality that meets our 
clients’ satisfaction around the world. 
The organized, smooth, and hierarchical 
administrative formation, the effective 
short production lines, the dedication of 
our employees to work tasks assigned to 
them, the beneficial training programs 

Quality

and courses of high return, the accurate 
periodic maintenance for our production 
facilities, the strict tests performed on 
the production samples in our labs, the 
organized transportation, shipping and 

Our commitment to 
quality covers not only 
our products but also 
all of our procedures 
and operations. Thus, 
we have established 
our systems to be ISO 
certified by the end of 
this year.

export processes - all this procedures 
and practices in the chain of work in our 
company has made the name “Sahara 
Petrochemicals” synonymous with the 
concept of “inclusive quality”.

We are still at the beginning of the 
road and we observe all international 
innovations relating to quality, which 
we study and apply in our company for 
more success and distinction.

Our Commitments
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One of the educational activities sponsored by the company
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Fire fighting training programs The company offers many training courses for the staffPractical first aid course

Our Human Resources
The success of any establishment is 
possible only through the success 
of i ts  human resources .  We in 
Sahara Petrochemicals therefore 
have chosen that our success and 
reputation shall be achieved by giving 
our employees great priority and 
committing ourselves to their direct 
care. Our commitment to them includes 
providing a healthy work environment 
in all areas of our operations. By doing 
this Sahara Petrochemicals is able 
to reach maximum productivity and 
competence in an innovative industrial 
environment.

Attracting the best
Sahara Petrochemicals is committed 
to choosing the best of applicants to 
fill the positions. We always choose 
those who are exceptionally clever 
and who have high ambitions. This is 
in keeping with our policy of recruiting 
candidates with the best experiences 
and suitable skills. We offer attractive 
incentives that satisfy their ambitions 
and provide them an innovative work 
environment that inspires them to 
function at their optimum capacity and 
produce remarkable work.

Employees

Training and development
The support provided to our employees 
in Sahara Petrochemicals represents the 
essence of our care and commitment 
towards them. We provide them with 
innovative training programs relating 
to their responsibilities and the works 
assigned to them, in addition to on-the-
job-training at our training center or at 
high standard training centers inside or 
outside Saudi Arabia. All our employees 
have the opportunity to learn about 
the latest technological systems and to 
keep updated in their particular fields 
of specialization through the sources of 
knowledge we provide them.

Our close attention to this vital 
aspect of our human resources will 
guarantee for us the development of 
our work environment and the excellent 
functioning of our employees. This will 
contribute to the making of future 
leaderships at Sahara Petrochemicals.

Saudization
We are always proud of the young and 
experienced national minds and hands 
that work hard to attain self-satisfaction 
and to achieve their country’s vision 
of providing a respectable life for its 
citizens. And because of our commitment 
to our beloved country - Saudi Arabia 

- we undertake the development of 
Saudi youths so that they can keep up 
with the development progress through 
the provision of high level training and 
development programs of long term and 
immediate effect.

Thanks to God,  we see Sahara 
Petrochemicals today being managed 
by sincere national hands and minds of 
great determination. 

Project of ‘homeownership 
program’ for the Company 
employees
In 2016, the company completed 
approximately ninety percent of the 
project to build 279 residential units 
(villas) in Jubail Industrial City for its 
employees as part of a program of 
homeownership to the staff of the 
company, and thankfully all residential 
modules will be delivered to recipients in 
2017; and to take care of the employees 
the full amount owed it to pay at 
intervals in accordance with the terms 
and conditions according to the policy 
adopted by the Board of Directors to 
acquire residential units for employees. 
The estimated total cost of ownership 
of the program of housing units to the 
employees of the Company and its 
affiliates is 500 million Saudi Riyals.

Our Commitments
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The list of our interests under our 
agenda to take care of the communities 
is providing a number of programs of 
public and common interests, such 
as safety, health and environmental 
campaigns, competitions, charitable 
acts, educational programs for the basic 
educational stages, seminars, courses, 
workshops as well as contributing 
to the social and tourism programs. 
Sahara company also interacted with 
mass media by participating in various 
national events such as Saudi National 
Day festivals. The company held several 
meetings with representatives of the 
public and private sectors in order to 
strengthen bilateral relations.

The company supported a number of 
social responsibility activities through 
2016 such as:

Social Responsibility 

•  F inanc ing  char i t ies  for the 
memorization of the Holy Quraan 
programs.

•  Supporting students and teachers 
to continue their programs.

•  Supporting the programs of 
educational institutions of primary 
grades.

•  Supporting the charity authorities 
and organizations.

• Funding needy families.

•  Sponsoring the activities and events 
in a number of schools in Jubail for 
the entire academic year.

•  Sponsoring ‘waste-free enviroment’ 
campaigns for several years.

• Executing indoor and outdoor  
 awareness exhibitions.

Sahara company is engaged with everything that would achieve the benefit to 
its communities. The company offers integrated opportunities for each entity 
or institution to be able to provide educational or social programs resembling 
its keenness to serve its communities effectively. According to these principles, 
we provide the necessary support, whether material or moral, on the basis 
of our concern and our commitment to the community, considering that our 
participation in such activities is a noble goal deserving to be of it.

Our Commitments
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We provide material and moral support to institutions and entities to contribute 
to the development of our society, which conforms to our constant commitment 
to the development of the community
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Risks

Economic Environment Risks:
•  Rising competition in global markets.

•  Rising prices for raw materials and 
feedstock.

•  Lower sales prices of petrochemical 
products.

Financing Risks:
•  Contraction of liquidity in the markets.

Operational Risk:

•  Staff leak.

•  Development of effective resources.

Legislative Environment Risks:
• Stricter tax legislations. 

Strategic Projects Risks:
•  The risks of diversification in products 

and markets.

•  Potential mergers and acquisitions.
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Sahara Petrochemicals’ corporate governance 
guidelines and directions are consistent with 
the highest standards.

48 SAHARA PETROCHEMICALS ANNUAL REPORT 2016
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GOVERNANCE & 
COMPLIANCE
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Governance & Compliance

Governance & Compliance

In accordance with Article 40 (Articles of Association of the 
Company), its annual net profit is distributed after deducting 
all general expenses and other costs in the following manner:

•	 	10% of the net profit allocated to form a statutory reserve, 
and the General Assembly has the right to suspend this 
allocation when it reaches half of the capital.

•	 	As per the suggestion of the Board of Directors, the 
ordinary association must keep certain amount of net 
profits to create an agreed reserve for certain purposes.

•	 	After that, the remaining amount will be distributed as 
an initial payment among investors of at least 5% from 
the paid capital.

•	 	Not more than 10% of the remaining is allocated for the 
bonus of the Board of Directors taking into consideration 
the regulations and instructions issued by the Ministry of 

Note that the company has distributed dividends to the company’s shareholders as per the following table:

Due Date Distribution Date Method of Distribution Dividend per Share

05/06/2016 15/06/2016 Account Transfer 0.50 halalas

29/03/2015 02/04/2015 Account Transfer 0.85 halalas

19/03/2014 07/04/2014 Account Transfer 0.85 halalas

30/03/2013 13/04/2013 Account Transfer 0.50 halalas

Industry and Commerce in this regard, and the remaining is 
distributed among investors as an additional share of profits.

In accordance with instructions issued by the Ministry of 
Industry and Commerce, profits will be distributed among 
the shareholders by the Board at a decided place and date.

On 15/12/2016, the Board of Directors has recommended to 
distribute cash dividends to the shareholders for the year 
2016 during its meeting which was held on Thursday 16 Rabi 
Al-Thani 1438 Hijri (15 December 2016) at Al-Jubail Industrial 
City to the Ordinary General Assembly of the company which 
agreed on releasing the amount of 329,096,250 SAR as cash 
dividends to be distributed to the shareholders for the year 
2016 by 0.75 halalas per share, representing 7.5% of the 
company’s capital. The eligibility for profit distribution to 
the shareholders who are registered at Tadawul records at 
the end of the AGM day which the general assembly expects 
to hold in April 2017.

Internal Auditing
The Audit Committee of the company held four meetings 
during 2016 in order to review the financial statements and 
internal auditing procedures of the company. The company 
has appointed “Ernst & Young” to carry out the functions of 
the Internal Auditor of the Company, who has reviewed the 
four operations during 2016, namely:

•	 	Sales Administration.

•	 	Collection and customer management.

•	 	Human Resource Management.

•	 	Adoption and implementation of project operations.

This Committee has also reviewed and approved the audited 
financial statements for 2015, and a review of the quarterly 
statements of the year 2016, and has made an assessment of 
all the risks relating to the company’s operations, marketing 
and finance. The Audit Committee presented its activities 
and the results of its work to the Governing Council of the 
Sahara Petrochemicals Company and thankfully there was 
no fundamental weakness in the company’s overall business.
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Description of the Main Owners of the company during 2016

Name

At the start of 2016 At the end of 2016

Net change
Change 

percentageNumber of 
shares

Ownership 
percentage

Number of 
shares

Ownership 
percentage

Zamil Group Holding 
Company

34,719,001 7.9% 34,719,001 7.9% 0 0%

Public Pension Agency 26,124,324 5.9% 26,124,324 5.9% 0 0%

Governance & Compliance

In 2016, the company carried out a comprehensive review 
of its corporate governance, and also revised the Articles 
of Assocation of the Company in accordance with Article 
224 of its Articles of Incorporation, and made necessary 
amendments to the Articles of Incorporation and obtained 
official approvals from the concerned authorities to present the 

The Sahara Company Corporate Governance

Articles of Association for approval in the next extraordinary 
AGM. The following represents a report which has not been 
applied by the company from the Articles of the company’s 
corporate governance issued by the Capital arket Authority 
for the year 2016:

Article Paragraph Procedure Reasons and Details

(6)

The right of voting

D Has the company familiarized 
themselves with the investor’s annual 
report from the relevant legal persons 
who act on behalf of others - such as 
investment funds - to get to know their 
policies in the voting and the actual 
vote and how to treat them with any 
fundamental conflicts of interest that 
may affect their fundamental rights 
relevant to their investments. 

Not applicable. The company allows 
shareholders to vote on the agenda 
as the majority of the shareholders 
follow this mechanism in voting as 
the company did not receive any 
annual reports from legal persons,  
disclosing their policy to vote. 

(12) 

Forming the board

T Has the legal person who has the 
right to appoint representatives 
at the board, obliged himself not  
to vote for selecting other members in the 
board.

Not applicable. The Articles of Association 
does not  includelegal entities the right 
to appoint representatives in the board.
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The Board of Directors acknowledges the following:

•	 	Accounts records were made properly.

•	 	There are no doubts about the company’s ability to 
continue its activity.

•	 	 Internal Audit System was built upon solid foundations 
and was executed effectively.

The company commits the following:

•	 	There are no stocks or debt instruments issued from 
other subsidiary companies.

•	 	 The company hasn’t issued or granted any transferable 
debt instruments or any securities or subscription right 
notes or similar rights during the financial year.

•	 	 The company hasn’t issued or granted any transfer rights, 
or any securities or subscription right notes or similar 
rights.

•	 	Neither the company nor its subsidiaries hasn’t recovered 
or bought any debit instruments that are transferable.

•	 	The management board hasn’t recommended to replace 
the auditor before the end of his specified period.

•	 	All the members of the Board of Directors or Senior 
Executives haven’t made any waiver for any salary or 
compensation.

•	  All the company contributors haven’t made any waiver     
       in profits. 

•	 	The report of the auditor didn’t include any reservation 
on the annual financial reports.

•	 	The attached consolidated financial reports were made 
according to the accounting standards from the Saudi 
Organization for Certified Public Accountants. 

•	  Sahara Petrochemicals Company owns 75% of the capital 
of Al Waha Petrochemicals Company and remaining 25% 
foreign partner to LyondellBasell company that markets 
the products of Al Waha Petrochemicals Company, as 
previously agreed upon through partnership and marketing 
agreement. Sahara Petrochemicals Company also owns 
32.55% of TSOC, which in turn owns 75% of the company’s 
capital of Saudi Ethylene and Polyethylene Company.
(SEPC) and the remainder 25% to LyondellBasell company, 
and therefore the proportion of Sahara Petrochemicals 
Company in Saudi Ethylene and Polyethylene Company, 
amounts to 24.41%, and this company supplies Al 
Waha Petrochemicals Company about 25 thousand 
tons per year of Ethylene as feedstock, as well as the 
exchange of Propylene as needed between Al Waha 
Petrochemicals Company and the Saudi Ethylene and 
Polyethylene Company across pipes connecting the 
two companies. Sahara Petrochemicals Company  
loaned to Al Waha Petrochemicals Company, Sahara & 
Ma’aden Petrochemicals Company and the Saudi Acrylic 
Acid Company according to the contracts concluded 
between the relevant parties. Also,  Al  Waha Petrochemicals 
Company manages and operates common facilities and 
services for both Al Waha Petrochemicals Company and 
Sahara & Ma’aden Petrochemicals Company.  Also, Sahara 
Petrochemicals Company provides shared services, which 
include (financial affairs and administrative affairs, safety 
and industrial security, project management and overall 
quality) to Al Waha Petrochemicals Company and Sahara  
& Ma’aden Petrochemicals Company according to the 
contract between both parties. 

•	 	There is no information that the company was a part of 
any contract that any of the Board Members, the Executive 
President, the Financial Manager or any related person 
had any fundamental interest.

Board Resolutions

Board Resolutions
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The related parties consist of shareholders, affiliates, associates and Board of Directors.

During the year ended on December 2016, the Group carried out the following significant transactions with related parties:

Related Parties Relation Type of transaction 2016 2015

LyondellBasell Affiliate Sales 1,381,141 1,022,902

Financing costs payable to shareholder 235

 Saudi Ethylene & Polyethylene
 Company

Affiliate Purchases 78,589 44,795

 Sahara & Ma’aden
  Petrochemicals Company

Affiliate Costs & Expenses 92,670 88,280

Other Revenues from related parties 5,238 20,914

 Saudi Acrylic Acid Company Affiliate Interest Revenues 2,930 2,306

Following balances resulting from the above mentioned related parties as on December 31th:

Related parties presented within Accounts Receivable.

2016 2015

Basell & Associates 296,251 213,525

296,251 213,525

Prepayments to related parties:

2016 2015

Saudi Acrylic Acid Company 11,313 8,382

 Tasnee & Sahara Olefins Company 5,197

11,313 13,579

Related parties are presented under accounts payable, accrued expenses and other current liabilities.

2016 2015

 Tasnee & Sahara Olefins Company 4,167 3,041

Sahara & Ma’aden Petrochemicals Company 2,316 -

6,483 3,041

Description of any transactions with related parties
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Board resolutions
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Sahara Petrochemicals Company is committed to achieving the 
principle of equity in the provision of appropriate information 
to assist shareholders and investors to make investment 
decisions based on accurate and adequate information, and 
has many procedures that ensure shareholders to gain  access 
to information taken through the financial market site, Tadawul 
and the company’s website www.saharapcc.com, in addition to 

its commitment to publish financial reports and declarations 
and core information across the Tadawul website. The company 
is keen to communicate with shareholders and answer all their 
questions and provide them with all the required information 
in a timely manner through phone number: 013-3567788, and 
also by e-mail: shareholders@saharapcc.com.

Communication with Shareholders
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In 2016, the company managed to finish a long stage of the 
project of converting to International Financial Reporting 
Standards(IFRS), according to the decision of Saudi 
Organization for Certified Public Accountants “SOCPA” in 
2012 which enforced the shareholder companies to work 
with these standards starting from 2017 and the results of 
this project were:

1.  Accounting policy has been approved by the company board 
of directors on 15th December 2016 for the preparation 
of financial statements that are compliant with the 
International Financial Reporting Standards.

2.  Opening balance sheet as of 1st January 2016 as well as 
financial statements (un-audited) for the first quarter of 
2016 has been prepared in accordance with International 
Financial Reporting Standards. The rest of the financial 
statements for the remaining quarters for 2016 will be 
completed during the first quarter of 2017. 

3.  The total impact of the adjustments arising from transition 
under IFRS 1 - First-time Adoption of International 
Financial Reporting Standards on opening balance sheet 
(un-audited) as 1st of January 2016 is 277 million Saudi 
Riyal and it will reflect on reducing the balance of retained 
earnings. The significant standards which affected the 
opening balance sheet are as follows:   

	•  The write off of part of capitalized costs in property, plant 

and equipment which was allowed under Saudi GAAP, 
componentization of fixed assets which resulted in changes 
in useful lives in accordance with application of IAS 16. The 
other adjustments pertain to recalculation of provision of 
end of service benefits in accordance with IAS 19. 

4.  The company is still carrying out discussions with the 
IFRS consultant and the auditors to study the impact of 
IFRS 10 on consolidation of financial statements. This 
may result a de-consolidating the subsidiary. Also, the 
company is studying other ways that allows the company 
to partially consolidate

5.  The company confirms that any changes regarding the way 
of presentation of its financials or changes in reevaluation 
of its assets, investments and liabilities would merely be 
considered a change in the Accounting framework and 
will not affect the company production operations and 
the company’s future direction.

6.  The unification of the financial statements or even a part 
of it or not at all, did not, and will not affect the net profit 
of the company in previous or future years.

Implementation of the New IFRS

Implementation of the New IFRS
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Statement 2012 2013 2014 2015 2016 

Sales 1,525,894 2,377,984 1,904,205 1,424,372 1,820,214

Total Current Assets 1,751,927 2,075,110 2,179,140 1,937,667 2,682,647

Total Non- Current Assets 6,748,844 6,578,608 6,310,955 6,553,382 6,404,277

Total Assets 8,500,771 8,653,718 8,490,095 8,491,049 9,086,924

Total Current Liabilities 700,532 629,739 582,728 370,079 684,176

Total Non - Current Liabilities 1,983,353 1,760,386 1,562,814 2,047,002 2,142,979

Total Liabilities 2,683,885 2,390,125 2,145,542 2,417,081 2,827,155

Total Shareholders Equity 5,418,254 5,794,433 5,817,391 5,499,166 5,690,064

Net Profit 204,450 570,775 385,378 43,181 409,402

Earnings per Share 0.47 1.30 0.88 0.10 0.93

Sahara Petrochemicals Company achieved in 2016 a net 
profit of 409.4 million riyals compared to 43.2 million riyals 
in the year 2015, and registered a rise in net profit which 
increased by 847.7%. The reason for the rise in net profit 
during the current period is the rise in the amounts of 
production and sales of Al Waha Company’s factory during 
the current period compared with the similar period of the 
previous year, which saw the implementation of scheduled 
maintenance at the company’s factory, previously announced 
during 2015 despite a decline in sales prices;  in addition to 
the reduction in losses of the Saudi  Acrylic Acid Company 
in the current period compared to same period of the 
previous year, and in addition to higher profits of Tasnee & 
Sahara Olefins Company  during this period compared with 
the corresponding period of the previous year, and due to 
reduction in  losses of Sahara & Ma’aden Petrochemicals 
Company during the period compared with the same period 
of the previous year, and also due to higher revenues of cash 
deposits and short-term investment operations. This also 
resulted in a hike of the set plans to raise the efficiency and 
rationalization of expenditure to increase production and the 
beginning of the financial impact of the commercial operation 

Summary of Assets and Discounts with the results of the last 5 years
(Thousands of SR Except for stock profit)

of the Butanol Company project. The difference in net profits 
compared to the preliminary financial results for the period 
ended 31st December 2016 (12 months) was mainly due to 
the reduction of profits of the affiliate companies in addition 
to the reclassification of relevant items.

Following are the financial indicators for 2016 vs. 2015:

1.  The gross profit of SAR 547.1 million in 2016, compared 
to 367.3 million riyals in the previous year, an increase 
of 48.95%.

2.  Operating profit amounted to 357.7 million Saudi riyals 
during the year 2016, compared to 182 million riyals in 
the previous year, an increase of 96.54%.

3.  Net profit reached 409.4 million Saudi riyals during the 
year 2016, compared to 43.2 million Saudi riyals for the 
previous year, an increase of 847.69%.

4.  Earnings per share during the year 2016 of SR 0.93 
compared to SR 0.10 for the previous year, an increase 
of 830%.

Financial Results

Financial Results
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Evolution of sales, operating income and net income for the past five years
Figures in Billion Saudi Riyal

Highlights of 2016 financial indicators compared to 2015
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Total profit was SAR 547.1 million during 
2016 compared to SAR 367.3 million for the 
previous year.

Operational profit was SAR 357.7 million 
during 2016, compared to SAR 182 million 
for the previous year.

Earnings per share reached SAR 0.93 
during 2016 compared to SAR 0.10 for the 
previous year.

Net profit reached SAR 409.4 million during 
2016 compared to SAR 43.2 million for the 
previous year

+48.95% +847.69%

+830%

Financial Results

+96.54%
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34%24%

1%7%

14%

18%2%

  Within the Kingdom  Asia

  USAMiddle east

  India

  Africa GCC Countries

Major differences of the operational results from the previous year

The reason for the rise in net profit during the current period 
is the rise in the amounts of production and sales of Al Waha 
Company’s factory during the current period compared with the 
similar period of the previous year, which saw the implementation 
of scheduled maintenance at the company’s factory, previously 
announced during 2015 despite a decline in sales prices;  in 
addition to the reduction in losses of the Saudi  Acrylic Acid 
Company in the current period compared to same period of 
the previous year, and in addition to higher profits of Tasnee & 
Sahara Olefins Company  during this period compared with the 
corresponding period of the previous year, and due to reduction 

Geographical Analysis for Revenues
The process of marketing and selling the company products is done at all local, middle east and international markets. The 
following chart represents the geographical distribution for the Sahara Company sales through 2016.  

in  losses of Sahara & Ma’aden Petrochemicals Company during 
the period compared with the same period of the previous year, 
and also due to higher revenues of cash deposits and short-term 
investment operations. This also resulted in a hike of the set 
plans to raise the efficiency and rationalization of expenditure to 
increase production and the beginning of the financial impact of 
the commercial operation of the Butanol Company project. The 
difference in net profits compared to the preliminary financial 
results for the period ended 31st December 2016 (12 months) was 
mainly due to the reduction of profits of the affiliate companies 
in addition to the reclassification of relevant items.

Statement Year of 2015 Year of 2016 Changes-/+ Changes 
percentage

Total profit 367.3 547.1  +179.8 48.96٪

Income from the main processes 182 357.7 +175.7 96.54٪

Net profit 43.2 409.4 +366.2 847.69٪

Financial Results

(Saudi Million Riyals)
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Party Regular Payments till  
31/12/2015

Regular Payments till  
31/12/2016

Customs fees 17,897 1,298,199

Zakat and Income Tax 40,645,623 45,850,447

General Organization for Social Insurance 9,130,829 9,716,250

The costs of passports and visas 327,985 188,265

Others 688,474 755,031

Major differences of the operational results from the previous year

Outstanding payments

Outstanding Payments
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Sahara Petrochemicals Company

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Saudi Britain Bank 10 years 500 million SAR 25,000,000 2026 475,000,000 SR

Riyadh Bank ( Revolving loan) One year 300 million SAR - 2017 Revolving loan

Saudi Bank for Investment One year 300 million SAR - 2017 Revolving loan

AL WAHA Petrochemicals Company (AL WAHA)

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Commercial Banks (Note 1) 13 years 1,964,000,000 SR 117,840,000 2026 1,728,320,000

Saudi Program for Supporting 
Exports One year 262,500,000 SR  Revolving loan 2017 Revolving loan

Note 1: Banks are: BSF, SABB

Sahara & Ma’aden Petrochemicals Company (SAMAPCO)

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Commercial Banks (Note 1) 13 years 696,110,123 SR 42,027,476 SR 2027 574,375,518 SR

Saudi Industrial development 
fund 7 years  900,000,000 SR 28,000,000 SR 2021 842,000,000 SR

General Investment fund 13 years 660,000,000 RS  30,000,000 SR 2027 557,400,000 SR

Note 1: Banks are: SABB, Riyadh Bank, BSF

Sahara Petrochemicals Company’s and its Affiliates’ Indebtedness

Companies and Affiliates Indebtedness
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Saudi Butanol Company (SABUCO)

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Saudi Industrial development fund 8 years 865,000,000 - 2023 865,000,000

Saudi Ethylene & Polyethylene Company (SEPC)

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Commercial Banks (Note 1) 9 years 3,737,901,000 533,299,500 2021 2,671,302,000

Note 1: Banks are: Apicorp Bank, BSF, National Bank, Riyadh Bank, Investment Bank, SABB, Arab National Bank and SAMBA

Saudi Acrylic Acid Company (SAAC)

Lenders Loan Term Loan Value
(SAR)

Total Payments  
in 2016 (SAR) End Date Balaance (SAR)

Saudi Industrial development fund 7 years 1,800,000,000 0 2021 1,745,000,000

Commercial Banks (Note 1) 13 years 3,915,021,642 121,625,956 2028 3,555,554,016

Note 1: Banks are: SABB, Al Ahli Bank, Riyadh Bank, BSF, SAMBA, Holland Bank, Inmaa, Al Jazeera Bank

Companies and Affiliates Indebtedness
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Independent Auditors’ Report on  
Consolidated Financial Statements
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CONSOLIDATED BALANCE SHEET
AS AT DECEMBER 31, 2016
Expressed in Saudi Arabian Riyals in thousands

70 SAHARA PETROCHEMICALS ANNUAL REPORT 2016

Note 2016 2015

Current Assets:
Cash and cash equivalents 4 1,728,145 1,042,011
Murabaha deposits 5 300,000 245,000
Trade receivables 6 375,534 278,160
Inventories 7 228,107 282,283
Prepayments and other current assets 8 50,861 90,213
Total Current Assets 2,682,647 1,937,667

Non Current Assets:
Investments in and advances to equity accounted investees 9 2,403,047 2,593,951
Available for sale investments 10 284,635 315,483
Project development costs 11 3,733 1,575
Property, plant and equipment 12 3,686,257 3,612,563
Intangible assets 13 26,605 29,810
Total Non Current Assets 6,404,277 6,553,382
Total Assets 9,086,924 8,491,049

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current Liabilities:
Short term borrowings 14 249,969 -
Current maturity of long term borrowings 15 162,345 112,345
Trade payables 16 13,464 33,696
Accrued expenses and other current liabilities 17 204,140 186,484
Provision for Zakat and income tax 26 54,258 37,554
Total Current Liabilities 684,176 370,079

Non Current Liabilities:
Long term borrowings 15 2,000,398 1,921,587
Employees’ end of service benefits 18 77,870 65,644
Derivative financial instruments 19 8,618 -
Deferred revenue 20 56,093 59,771
Total Non Current Liabilities 2,142,979 2,047,002
Total Liabilities 2,827,155 2,417,081

Equity attributable to the shareholder’s of the Company:
Share capital 21 4,387,950 4,387,950
Statutory reserve 22 243,109 202,169
Fair value reserve 19 (6,201) -
Retained earnings 1,055,911 909,047
Unrealized gain on available for sale investments 10 9,295 -
Total shareholders’ equity 5,690,064 5,499,166
Non-controlling interest 569,705 574,802
Total equity 6,259,769 6,073,968
Total liabilities and equity 9,086,924 8,491,049

The accompanying notes 1 through 33 form an integral part of these consolidated financial statements
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Note 2016 2015

Sales 27 1,820,214 1,424,372

Cost of sales 27 (1,273,110) (1,057,107)

Gross Profit 547,104 367,265

Operating expenses: 
Selling and distribution 23 (99,697) (85,278)

General and administrative 24 (89,688) (100,021)

(189,385) (185,299)
Operating income 357,719 181,966

Other income/(expenses)

Share of profit/(loss) from equity accounted investees 9 199,024 (29,366)

Financial charges (85,213) (96,862)

Financial income 53,103 13,446

Others-net 25 10,392 53,944

Income before Zakat and non-controlling interest 535,025 123,128
Zakat charge 26 (45,386) (36,246)

Net income before non-controlling interest 489,639 86,882
Non-controlling interest (80,237) (43,701)

Net income for the year 409,402 43,181

Earnings per share: 28

Operating income 0.82 0.41

Net income 0.93 0.10

The accompanying notes 1 through 33 form an integral part of these consolidated financial statements.
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Note 2016 2015

Cash flow from operating activities:

Net income for the year 409,402 43,181

Adjustment to reconcile net income to net cash provided by 
operating activities:
Depreciation and amortization 12, 13 & 15 241,853 192,199
Share of (profit)/loss from equity accounted investees 9 (199,024) 29,366
Income attributable to non-controlling interest 70,075 43,051
(Gain)/loss on disposal of property and equipment (264) 639

Changes in operating assets and liabilities:
Trade receivable (97,374) 114,877
Inventories 16,071 14,151
Prepayments and other current assets 39,352 58,009
Trade payable (20,232) (81,518)
Zakat and income tax payable-net 16,704 (3,760)
Accrued expenses and other current liabilities 13,978 60,577
Employees’ end of service benefits-net 18 12,226 14,051
Net cash provided by operating activities 502,767 484,823

Cash flow from investing activities:

Murabaha deposits (55,000) (239,299)

Available for sale investments 10 40,143 (220,483)

Dividends received from equity accounted investees 9 390,600 183,208

Projects development costs (2,158) (1,334)

Additions to property, plant and equipment 12 (268,728) (330,020)

Additions to intangible assets 13 (14) (1,004)

Proceeds from disposal of property and equipment 264 2

Net cash provided by/(used in) investing activities 105,107 (608,930)

Cash flow from financing activities:

Proceeds from long term borrowings 266,156 2,114,000

Proceeds from short term borrowings 249,969 -

Repayments of long term borrowings (142,840) (1,813,453)

Dividends paid (292,825) (372,975)

Board of Directors’ fee (2,200) (2,200)

Net cash provided by/(used) in financing activities 78,260 (74,628)
Net (decrease)/increase in cash and cash equivalents 686,134 (198,735)

Cash and cash equivalents at the beginning of the year period 1,042,011 1,240,746

Cash and cash equivalent at the end of the year 1,728,145 1,042,011

Non-cash supplemental information

Inventories transferred to property, plant and equipment 38,105 -

Derivative financial instruments 8,618 -

The accompanying notes 1 through 33 form an integral part of these consolidated financial statements.
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Equity attributable to Company’s shareholders

Share 
capital

Statutory 
reserve

Fair value 
reserve

Retained 
earnings

Unrealized gain 
on available 

for sale 
investments Total

Non-
Controlling 

interest

Balance as at 
December 31, 2014 4,387,950 197,851 (13,769) 1,245,359 - 5,817,391 527,162

Net income for the year - - - 43,181 - 43,181 43,701

Income tax - - - - - - (650)

Transfer to statutory reserve - 4,318 - (4,318) - - -

Dividend paid - - - (372,975) - (372,975) -

Directors’ remuneration - - - (2,200) - (2,200) -

Settlement of interest rate 
swaps - - 13,769 - - 13,769 4,589

Balance as at 
December 31, 2015

4,387,950 202,169 - 909,047 - 5,499,166 574,802

Net income for the year - - - 409,402 - 409,402 80,237

Income tax - - - - - - (10,162)

Transfer to statutory reserve - 40,940 - (40,940) - - -

Dividend paid - - - (219,398) - (219,398) (73,427)

Directors’ remuneration - - - (2,200) - (2,200) -

Unrealized gain on available 
for sale investments - - - - 9,295 9,295 -

Fair value movement of 
interest rate swaps - - (6,201) - - (6,201) (1,745)

Balance as at 
December 31, 2016

4,387,950 243,109 (6,201) 1,055,911 9,295 5,690,064 569,705

The accompanying notes 1 through 33 form an integral part of these consolidated financial statements
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1. ACTIVITIES
Sahara Petrochemicals Company (the “Company”) is a Saudi 
Joint Stock Company and registered in the Kingdom of Saudi 
Arabia, operating under Commercial Registration (“CR”) No. 
1010199710 issued in Riyadh on 19 Jumada’I 1425 H (7 July 
2004). The registered address of the Company is P.O. Box 
251, Riyadh 11411, Kingdom of Saudi Arabia.

The Company is principally involved in: 

•  Investing in industrial and petrochemical projects; 

•  Producing propylene & polypropylene, ethylene & 
polyethylene, and other petrochemical and hydrocarbon 
industries; 

•  Owning and executing projects necessary to supply the 
Company with raw materials and utilities and marketing 
thereof.

These consolidated financial statements include the accounts 
of the Company and its subsidiary ‘Al Waha Petrochemicals 
Company (“Al Waha”)’, (collectively the “Group”), a Saudi 
limited liability company licensed under foreign investment 
license No. 121030061745 issued by the Saudi Arabian 
General Investment Authority on 28 Jumada II 1427H (July 
25, 2006) and operating under Commercial Registration 
No. 2055007751 dated 9 Sha’ban 1427 H (September 3, 
2006), and is owned 75% by the Company and 25% by Basell 
Arabian Investment (“Basell”). Al Waha owns and operates a 
petrochemicals complex that produces propylene as primary 
feedstock for the production of polypropylene.

The Group also holds equity interests in associates which 
are primarily involved in manufacturing of petrochemical 
products. Details are set out in Note 9.

These consolidated financial statements were approved by 
the Board of Directors and signed on their behalf by the 
Company’s management on March 16, 2017.

2. BASIS OF PREPARATION

a) Statement of compliance
  These consolidated financial statements have been 

prepared in accordance with the generally accepted 
accounting standards in Saudi Arabia issued by the Saudi 
Organization for Certified Public Accountants (SOCPA).  

  The new Regulation for Companies issued through 
Royal Decree M/3 on November 11, 2015 (hereinafter 
referred as “The Law”) came into force on May 2, 2016 
corresponding to Rajab 25, 1437H. The Company has to 
amend its Articles of Association for any changes to align 
the Articles to the provisions of The Law. Consequently, 
the Company shall present the amended Articles of 
Association to the shareholders in their Extraordinary 
General Assembly meeting for their ratification. The full 
compliance with The Law is expected not later than April 
21, 2017 corresponding to Rajab 24, 1438H.

  As required by Saudi Organization for Certified Public 
Accountants (SOCPA), all listed companies are required to 
transition to International Financial Reporting Standards 
(“IFRS”) as endorsed by SOCPA effective 1 January 2017 
for preparation of their financial statements. In preparing 
the first set of IFRS financial statements, the Group will 
analyze the impact of the first time adoption of IFRS 
on current and prior year financial statements and will 
accordingly incorporate the necessary adjustments in its 
first set of IFRS financial statements.

b) Basis of measurement
  The consolidated financial statements have been prepared 

on historical cost basis, with exception of available-for-
sale investments and derivative financial instruments 
that are measured at fair value, using the accrual basis of 
accounting and the going concern concept. 

c) Basis of consolidation
  The consolidated financial statements comprise the 

financial statements of the Company and its subsidiary 
as at December 31 each year. The financial statements of 
the subsidiary is prepared for the same reporting year as 
the Company.
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 i) Subsidiaries 
   Subsidiaries are entities controlled by the Group. 

Control exists when the Group has the power to 
govern the financial and operating policies of an entity 
so as to obtain benefits from its activities. In assessing 
control, potential voting rights that presently are 
exercisable are taken into account.  Subsidiaries are 
fully consolidated from the date of acquisition, being 
the date on which the Company obtains control, and 
continue to be consolidated until the date that such 
control ceases. All intra-Group balances, transactions, 
income and expenses and profits and losses resulting 
from intra-Group/Company transactions that are 
recognized in assets, are eliminated in full. Also, any 
unrealized gains and losses arising from intra-group 
transactions are eliminated on consolidation.

 ii) Non-controlling interest
   Non-controlling interest represents the interest in 

subsidiary companies, not held by the Company 
which are measured at their proportionate share in 
the subsidiary’s identifiable net assets. Transactions 
with Non-controlling interest parties are treated as 
transactions with parties external to the Group.

d) Functional and presentation currency 
  These consolidated financial statements are presented in 

Saudi Arabian Riyals (SR) which is the functional currency 
of the Group. All amounts have been rounded to the 
nearest thousands, unless otherwise stated.

e) Use of estimates and judgments
  The preparation of the consolidated financial statements 

in conformity with generally accepted accounting 
standards 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 continually evaluated and 
are based on historical experience and other factors, 
including expectations of future events that are believed 
to be reasonable under the circumstances. 

  The Group makes estimates and assumptions concerning 
the future. The resulting accounting estimates will, by 
definition, seldom equal the related actual results.

  Information about significant areas of estimation, 
uncertainty and critical judgments in applying accounting 
policies that have significant effect on the amounts 
recognized in the consolidated  financial statements are 
as follows:

 i) Impairment of trade receivables
   A provision for impairment of trade receivables is 

established when there is objective evidence that 
the Group will not be able to collect all amounts due 
according to the original terms of the agreement. 
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 of objective 
evidence that the trade receivable is impaired. For 
significant individual amounts, assessment is made 
on an individual basis. Amounts which are not 
individually significant, but are overdue, are assessed 
collectively and a provision is recognized considering 
the length of time considering past recovery rates.

 ii) Provision for slow moving inventory items
   The management makes a provision for slow moving 

and obsolete inventory items. Estimates of net 
realizable value of inventories are based on the most 
reliable evidence at the time the estimates are made. 
These estimates take into consideration fluctuations 
of price or cost directly related to events occurring 
subsequent to the balance sheet date to the extent 
that such events confirm conditions existing at the 
end of year.

 iii) 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 and 
physical wear and tear. Management reviews the 
residual value and useful lives annually and change 
in depreciation charges, if any, are adjusted in current 
and future periods.
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2. BASIS OF PREPARATION (continued)

e) Use of estimates and judgments (continued)

 iv) Impairment of non-financial assets
   Non-financial assets are reviewed for impairment 

losses whenever events or changes in circumstances 
indicate that the carrying amount may not be 
recoverable. An impairment loss, if any, is recognized 
for the amount by which the carrying amount of the 
asset exceeds its recoverable amount. The recoverable 
amount is the higher of an asset’s fair value less costs 
to sell and its value in use. For the purpose of assessing 
impairment, assets are grouped at the lowest levels 
for which there are separately identifiable cash flows. 
Non-current assets other than intangible assets and 
that suffered impairment are reviewed for possible 
reversal of impairment at each reporting date. Where 
an impairment loss subsequently reverses, the 
carrying amount of the asset or cash-generating unit 
is increased to the revised estimate of its recoverable 
amount, but the increased carrying amount should 
not exceed the carrying amount that would have been 
determined, had no impairment loss been recognized 
for the assets or cash-generating unit in prior years. A 
reversal of an impairment loss is recognized as income 
immediately in the statement of income. Impairment 
losses recognized on intangible assets and available 
for sale securities are not reversible.

 v) Impairment of available for sale investments
   The management exercises judgment to calculate 

the impairment loss of available for sale investments 
as well as their underlying assets.  This includes 
the assessment of objective evidence which causes 
an other than temporary decline in the value of 
investments. In case of equity instruments any 
significant and prolonged decline in the fair value 
of equity investment below its cost is considered 
as objective evidence for such impairment. The 
determination of what is ‘significant’ and ‘prolonged’ 
requires management’s judgment. The management 
also considers impairment testing to be appropriate 
when there is evidence of deterioration in the 
financial health of the investee, industry and sector 

performance, changes in technology, and operational 
and financing cash flows. Furthermore, management 
considers 20% or more as a reasonable measure 
for significant decline below its cost, irrespective of 
the duration of the decline, and is recognized in the 
consolidated statement of income as impairment 
charge on investments.  Prolonged decline represents 
decline below cost that persists for 9 months or longer 
irrespective of the amount and is, thus, recognized in 
the consolidated statement of income as impairment 
charge on investments.  The previously recognized 
impairment loss in respect of equity investments 
cannot be reversed through the consolidated 
statement of income.

3. SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies adopted and consistently 
applied to all periods presented are as follows:

a) Cash and cash equivalents
  Cash and cash equivalents include cash in hand and with 

banks and other short-term highly liquid investments 
with maturities of three months or less from the purchase 
date. 

b) Murabaha deposits 
  Murabaha deposits are deposits with banks having 

maturities of more than three months but less than a 
year from date of placement.

c) Accounts receivable
  Accounts receivable are carried at original invoice 

amount less provision for doubtful debts. A provision 
against doubtful debts is established when there is 
objective evidence that the Group will not be able to 
collect all amounts due according to the original terms 
of the receivables. Such provisions are charged to the 
consolidated statement of income and reported under 
“General and administrative expenses”. When an account 
receivable is uncollectible, it is written-off against the 
provision for doubtful debts. Any subsequent recovery of 
receivable amounts previously written off are credited to 
the consolidated statement of income.
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d) Inventories
  Inventories are carried at the lower of cost or net realizable 

value. Cost is determined using the weighted average 
method. The cost of finished products includes the cost 
of raw materials, labor and production overheads. Net 
realizable value is the estimated selling price in the ordinary 
course of business, less the estimated costs of completion 
and estimated selling expenses. Appropriate provisions 
are made for slow moving and redundant inventories.

e) Investments

 i)  Investments in associated and jointly controlled entities
   Associates are those entities in which the Group has 

significant influence, but not control, over the financial 
and operating policies, generally accompanying a 
shareholding between 20% and 50% of the voting 
rights.  Jointly controlled entities are those entities 
over whose activities the Group has joint control, 
established by contractual arrangements and 
requiring unanimous consent for strategic financial 
and operating decisions. 

   Associates and jointly controlled entities are accounted 
for using the equity method (equity accounted investee), 
which are initially recognized at cost including goodwill 
identified on acquisition, which is adjusted subsequently 
for impairment loss, if any. 

   The Group’s share in its investees’ post-acquisition 
income and losses is recognized in the consolidated 
statement of income and its share in post-acquisition 
movements in reserves is recognized in the Group’s 
equity. When the Group’s share of losses exceeds 
its interest in an equity accounted investee, the 
Company’s carrying amount is reduced to nil and 

recognition of further losses is continued when the 
Group has incurred legal or constructive obligations 
or made payments on behalf of an investee.

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

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

 ii) Available-for-sale investments
   Available for sale investments principally consist of  

less than 20% share in quoted and unquoted equity 
investments including mutual funds investments, 
which are not held for trading purposes and 
where the Group does not have any significant 
influence or control. These are initially recognized 
and subsequently re-measured at fair value. Any 
changes in fair value are recognized in equity as fair 
value reserve until the investment is disposed. Any 
significant and prolonged decline in value of the 
available for sales investments, if any, is charged to 
the consolidated statement of income. The fair value 
of investments that are actively traded in organized 
financial markets is determined by reference to 
quoted market bid prices at the close of business on 
the consolidated balance sheet date.

f) Projects development costs
  Projects development costs represent costs related to 

undertake various new industrial projects.
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3.  SIGNIFICANT ACCOUNTING POLICIES 
(continued)

g) Property, plant and equipment 
  Property, plant and equipment are measured at cost, less 

accumulated depreciation and accumulated impairment 
loss. Cost includes expenditure that is directly 
attributable to the acquisition of the asset. Finance costs 
on borrowings to finance the construction of assets are 
capitalized during the period of time that is required to 
complete and prepare the asset for its intended use. 

  Depreciation is charged to the consolidated statement of 
income on a straight-line basis over the estimated useful 
lives of individual items of property, plant and equipment. 

  The estimated useful lives of assets for current and 
comparative periods are as follows: 

Years

Buildings and leasehold land improvements 33

Plant, machinery and equipment 10-25

Planned Turnaround cost 2-3

Furniture, fixtures and office equipment 3-10

Vehicles 4

  Capital work in progress is stated at cost less impairment, 
if any, and is not depreciated until the asset is brought 
into commercial operations.

  Leasehold land improvements are amortized on a straight 
line basis over the shorter of its useful life or the term of 
the lease.

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

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

  Planned turnaround costs are deferred and amortized 
over the period until the date of the next planned 
turnaround which is usually within 2 to 3 years. Should 
an unexpected turnaround occur prior to the previously 
envisaged date of planned turnaround, then the 
previously unamortized deferred costs are immediately 

expensed and the new turnaround costs are amortized 
over the period likely to benefit from such costs.

  Spare parts having useful life of more than 1 year 
have been capitalized as part of Plant, machinery and 
equipment and depreciated over remaining useful life of 
the plant.

h) Intangible assets
  Intangibles assets represent software licenses and are 

amortized using the straight-line method over period of 
licenses. Licenses are carried at costs less accumulated 
amortization.

i) Long term borrowings
  Loans are recognized at the proceeds received net of 

transaction costs incurred. Loans are subsequently 
carried at amortised cost. Any differences between the 
proceeds (net of transactions costs) and the redemption 
value is recognized in the consolidated statement of 
income over the period using straight line method. 
Borrowing costs that are directly attributable to the 
acquisition, construction or production of qualifying 
assets are capitalized as part of those assets until 
such time the assets are ready for their intended use. 
Other borrowing costs are charged to the consolidated 
statement of income.

j) Provisions 
  A provision is recognized if, as a result of past events, 

the Group has a present legal or constructive obligation 
that can be estimated reliably, and it is probable that an 
outflow of economic benefits will be required to settle 
the obligation. 

  A provision for onerous contracts is recognised when 
the expected benefits to be derived by the Group 
from a contract are lower than the unavoidable costs 
of meeting its obligations under the contract. The 
provision is measured at the present value of the lower 
of the expected cost of terminating the contract and the 
expected net cost of continuing with the contract. Before 
a provision is established, the Group recognises any 
impairment loss on assets associated with that contract.

k) Accounts payable and accruals
  Liabilities are recognized for amounts to be paid for 

goods and services received, whether or not billed to the 
Group.
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l) Zakat and income-tax
  The Group is subject to Zakat and income tax which are 

provided in accordance with the General Authority of 
Zakat and Income Tax (“GAZT”) regulations. Provision 
for Zakat for the Company and Zakat related to the 
Company’s ownership in Al Waha is charged to the 
statement of income. Foreign shareholder of Al Waha 
is subject to income taxes. Provision for income tax is 
charged to non-controlling interest in these consolidated 
financial statements. Additional Zakat and income tax 
liability, if any, related to prior years’ assessments arising 
from GAZT are accounted for in the period in which the 
final assessments are finalized. 

  The Group withholds tax on certain transactions with 
non-resident parties in the Kingdom of Saudi Arabia, 
including dividends payments to the foreign shareholder, 
as required under General Authority of Zakat and Income 
Tax (“GAZT”) regulations.

m) Employee benefits

 i) Employees’ end of service benefits
   Employees’ end of service benefits, calculated in 

accordance with Saudi Arabian labour regulations, are 
accrued and charged to the consolidated statement 
of income. The liability is calculated; as the current 
value of the vested benefits to which the employee 
is entitled, should the employee leave at the balance 
sheet date. Payments are based on employees’ final 
salaries and allowances and their cumulative years of 
service, as stated in the labour law of Saudi Arabia.

 ii)  Employees’ home ownership program
   The Group has a home ownership program that 

offers eligible Saudi employees home ownership 
opportunities.

   Costs incurred on the construction of houses are 
accumulated and recorded as capital work-in-
progress under property, plant and equipment 
till the time the construction is completed. When 
the houses are transferred to the employees, the 
respective costs are transferred from property, plant 
and equipment to other non-current assets. Costs of 
unallocated houses are capitalized and depreciated. 
Down payments and installments of purchase price 
received from employees are adjusted against the 

other non-current assets and the title is transferred 
upon completion of receipt of all the installments.

n) Derivative financial instruments
  Changes in the fair value of derivative financial 

instruments that do not qualify for cash flow hedge 
accounting are recognized in the consolidated statement 
of income as they arise and the resulting positive and 
negative fair values are reported under current assets 
and liabilities, respectively, in the consolidated balance 
sheet. 

  Changes in fair value of derivative financial instruments 
that qualify for cash flow hedges accounting are recorded 
as derivative financial instruments in the consolidated 
balance sheet and taken to other reserves in shareholders’ 
equity. 

  When the hedging instrument matures or expires or the 
hedge ceases to be effective, any associated accumulated 
gain or loss in other reserves is reclassified to profit or 
loss in the same period during which the hedged item 
affects profit or loss.

o) Revenues
  Revenues from sale of goods to third parties are recorded 

at the time of delivery of the products. Products are also 
sold to the minority shareholder in Al Waha (the “Off-
taker”) under an off-take agreement. Upon delivery 
of the products to the Off-taker, sales are recorded at 
provisional selling prices which are later adjusted based 
on actual selling prices received by the Off-taker from 
third parties. Adjustments are recorded as they become 
known to the Group.

  Any other income is recognized when the realization of 
income is virtually certain.

p) Expenses 
  Selling and distribution expenses are those arising from 

the Group’s efforts underlying the marketing, selling 
and distribution functions. All other expenses, excluding 
direct costs and financial charges, are classified as general 
and administrative expenses. Allocations of common 
expenses between cost of sales, selling and distribution 
and general and administrative expenses, when required, 
are made on a consistent basis.
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3.  SIGNIFICANT ACCOUNTING POLICIES 
(continued)

q) Dividends
  Interim dividends are recorded as liability in the period in 

which they are approved by the Board of Directors. Final 
dividends approved by the shareholders of the Company 
are recorded in the consolidated financial statements in 
the period in which they are approved.

r) Leases

 i) Capital leases
   Property, plant and equipment acquired under capital 

leases accounted for by recording the assets and the 
related liabilities. 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 consolidated statement of income by applying the 
straight-line method at the rates applicable to the 
related assets.

 ii) Operating leases
   Rental expense under operating leases is charged to 

the consolidated statement of income over the period 
of the respective lease. Rental income is recognized on 
the accrual basis in accordance with the terms of the 
contracts.

s) Comparative reclassification
  Certain comparative figures have been reclassified to 

conform with the current period presentation of the 
consolidated financial statements.

t)    Foreign currency translation 
  Transactions denominated in foreign currencies are 

translated to the functional currencies of the Group at 
the exchange rates ruling at the date of the transaction. 
Monetary assets and liabilities denominated in foreign 
currencies at the balance sheet date are translated to 
the functional currencies of the Group at the foreign 
exchange rate ruling at that date. Exchange differences 
arising on translation are recognized in the consolidated 
statement of income.

u)   Segment reporting

 i) Business segment
  A business segment is group of assets, operations or 

entities:

 (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.

   The Group is primarily engaged in manufacturing of 
petrochemicals and related products.

 ii)  Geographical segment
   A geographical segment is group of assets, operations 

or entities engaged in revenue producing activities 
within a particular economic environment that are 
subject to risks and returns different from those 
operating in other economic environments.

   The Group’s operations are conducted principally in 
Saudi Arabia.
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4. CASH AND CASH EQUIVALENTS
Cash and cash equivalents as at December 31, comprise of the following:

2016 2015

Cash in hand - 10

Cash at bank 130,501 93,795

Short term deposits 1,597,644 948,206

1,728,145 1,042,011

Short term deposits were held with local commercial banks and yield financial income at the prevailing market rates.

5. MURABAHA DEPOSITS
Murabaha deposits were placed with the local commercial banks having contractual maturities more than 3 months and yield 
financial income at prevailing market rates.

6. TRADE RECEIVABLES
Trade receivables as at December 31, comprise of the following: 

Note 2016 2015

Related parties balance 27 296,251 213,525

Other trade receivables 79,283 64,635

375,534 278,160

7. INVENTORIES
Inventories as at December 31, comprise of the following:

2016 2015

Spare parts 108,121 137,879

Finished goods 93,666 109,247

Raw materials 26,320 35,157

228,107         282,283
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8. PREPAYMENTS AND OTHER CURRENT ASSETS 
Prepayments and other current assets as at December 31, comprise of the following:

Note 2016 2015

Advances to suppliers 19,097 29,367

Receivable from associates 27 11,313 13,579

Accrued murabaha income 7,057 2,192

Receivable from employees 2,735 4,758

Cash margin for letter of guarantee 2,628 2,862

Prepayments 1,791 5,986

Insurance claim receivable - 25,344

Others 6,240 6,125

50,861 90,213

9. INVESTMENTS IN AND ADVANCES TO EQUITY ACCOUNTED INVESTEES
The Group holds investments in equity accounted investees which are incorporated in the Kingdom of Saudi Arabia and 
primarily involved in the manufacturing of petrochemical products. Investment in and advances to equity accounted investees 
as at December 31, comprise of the following:

Note Effective equity interest % 2016 2015

2016 2015

Investment in equity accounted investees:

Tasnee and Sahara Olefins Company (“TSOC”) (a) 32.55 32.55 1,854,205 1,950,628

Sahara and Ma’aden Petrochemicals Company 
(“SAMAPCO”) (b) 50.00 50.00 247,081 324,776

Saudi Acrylic Acid Company (“SAAC”) (c) 43.16 43.16 170,117 186,903

2,271,403 2,462,307

Advances to equity accounted investees (d)

Saudi Acrylic Acid Company 80,074 80,074

Sahara and Ma’aden Petrochemicals Company 51,570 51,570

131,644 131,644
2,403,047 2,593,951

a)  TSOC, a Saudi closed joint stock company, registered in the Kingdom of Saudi Arabia, is engaged in production and sale of 
Propylene, Ethylene and Polyethylene.

b)  SAMAPCO, a limited liability company and registered in the Kingdom of Saudi Arabia, is engaged in production and sale of 
Caustic Soda, Chlorine and Ethylene Dichloride.

c)  SAAC, a limited liability company and registered in the Kingdom of Saudi Arabia, is engaged in production and sale of 
Acrylic Acid and its related products.
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d)  The Group has provided long term advances to equity accounted investees to finance the construction of their production 
facilities. Such advances are not repayable during 2017 and, accordingly, classified as non-current in these consolidated 
financial statements.

e)  Movement summary on equity accounted investees are as follows:

2016 2015

Balance as at January 1 2,462,307 2,674,881

Share of income/(loss) 199,024 (29,366)

Dividends (390,600) (183,208)

Share of change in fair value reserves 672 -

Balance as at December 31 2,271,403 2,462,307

f) The summarized financial information of the equity accounted investees are as follows: 

Name
Country of 

incorporation
Effective equity 

interest % Assets Liabilities Revenue
Net(loss)/

Profit

2016

TSOC Saudi Arabia 32.55 16,574,601 8,760,562 5,840,439 900,670
SAMAPCO Saudi Arabia 50.00 2,984,122 2,498,598 504,150 (155,026)
SAAC Saudi Arabia 43.16 7,479,446 5,456,525 1,212,679 (49,964)

2015

TSOC Saudi Arabia 32.55 17,381,086 9,282,484 5,421,740 549,211

SAMAPCO Saudi Arabia 50.00 3,181,991 2,532,441 475,206 (183,264)

SAAC Saudi Arabia 43.16 7,603,112 6,501,856 1,000,280 (529,557)

10.  AVAILABLE FOR SALE INVESTMENTS
Available for sale investments at December 31 are as follows:

2016 2015

Cost 275,340 315,483

Impairment loss - -

Revised cost 275,340 315,483

Unrealized gain 9,295 -

Fair value 284,635 315,483
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11.  PROJECT DEVELOPMENT COSTS
The movement in project development costs during the year ended December 31, are as follows:

2016 2015

Balance as at January 1 1,575 1,613

Additions during the year 2,158 1,334

Transfers made during the year - (1,372)

Balance as at December 31 3,733 1,575

12.  PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment as at December 31, comprise of the following:

Buildings & 
leasehold land 
improvements

Plant, 
machinery & 

equipment
Turnaround 

cost

Furniture, 
fixtures 
& office 

equipment Vehicles

Capital 
work in 

progress Total

Cost:

At January 1, 2016 747,823 3,248,731 125,358 26,679 4,041 215,405 4,368,037

Additions 1,238 10,612 825 493 - 255,560 268,728

Transfers in/(out) 1,633 14,582 - - 36 (16,251) -

Transfers from inventory - 38,105 - - - - 38,105

Disposals - (30) - (71) (766) - (867)

At December 31, 2016 750,694 3,312,000 126,183 27,101 3,311 454,714 4,674,003

Accumulated Depreciation:

At January 1, 2016 (107,641) (608,892) (14,081) (22,382) (2,478) - (755,474)

Charge for the year (22,776) (132,218) (73,115) (4,373) (657) - (233,139)

Disposals - 30 - 71 766 - 867

At December 31, 2016 (130,417) (741,080) (87,196) (26,684) (2,369) - (987,746)

Net book Value

As at December 31, 2016 620,277 2,570,920 38,987 417 942 454,714 3,686,257

As at December 31, 2015 640,182 2,639,839 111,277 4,297 1,563 215,405 3,612,563

 i)  Administrative building of the Company and 
production and administration facilities of Al Waha 
are constructed on land leased under a renewable 
lease contract with the Royal Commission for Jubail 
and Yanbu (the “Royal Commission”) to the Company. 
The lease term is for an initial period of 30 years 
commenced in 2006 and is renewable by mutual 
agreement of the parties. See Note 31.

 ii)  In 2015, Al Waha carried out a major overhaul of its 
plant which was capitalized as “turnaround cost”. 
During the year, the useful life of this turnaround 

cost was reduced from 3 to 2 years based on revised 
estimation by management of when the next overhaul 
of the plant will be due.

 iii)  During 2016, capital and critical spare parts having 
useful life of more than 1 year have been transferred 
from inventory to plant, machinery and equipment 
amounting to SR 38.1 million (2015: SR Nil). These 
spare parts have been depreciated over the remaining 
useful life of the plant.
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 iv)  During 2015, Al Waha gave rights to use certain 
specified assets, amounting to SR 42.4 million, to 
SAMAPCO for the majority of their useful economic 
life under an agreement. Although Al Waha retains 
legal ownership and title is not expected to transfer 
to SAMAPCO at the end of the term of the agreement, 
the criteria for a finance lease is met and the assets 
have, therefore, been de-recognised. As the payment 
for the entire term of use has been made upfront by 
SAMAPCO to Al Waha, there is no financing element.

 v)  Capital work in progress represents the projects which 
are not yet completed and under progress at year  
end. These includes housing project for the employees 
amounts to SR 368.8 million (2015: SR 199.7 million), 
materials purchased for next turnaround and other 
projects.

 vi)  At December 31, 2016, property, plant and equipment 
with net book value of SR 1,728 million (2015: SR 
1,846 million) were pledged as collateral to certain 
credit facilities. See note 15.  

 vii) Depreciation charge for the year ended December 31, has been allocated as follows:

2016 2015

Cost of sales 225,049 182,190

General and administrative 8,090 7,526

233,139 189,716

 viii) The cost of fully depreciated assets which are currently in use amounts to SR 12.0 million (2015: SR 3.4 million).

13.  INTANGIBLE ASSETS   
Intangibles assets as at December 31, comprise of the following:  

Software licenses

2016 2015

Cost

Balance as at January 1 40,167 32,606

Additions during the year 14 7,561

Balance as at December 31 40,181 40,167

Accumulated amortization

Balance as at January 1 10,357 7,874

Charge for the year 3,219 2,483

Balance as at December 31 13,576 10,357
26,605 29,810

14.  SHORT TERM BORROWINGS
During 2015, the Company signed an agreement with Saudi 
Export Program (SEP) for an invoice discounting facility of 
SR 281.3 million. As at December 31, 2015, this facility was 
not utilized. During 2016, the Company has utilized the 

facility upto SR 249.9 million (2015: SR Nil). The purpose of 
the facility is to manage the working capital requirements of 
the Company. The borrowing bore financial charges at LIBOR 
plus 0.85%.
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15.  LONG TERM BORROWINGS
Long term borrowings as at December 31 comprise of the following:

Note 2016 2015

Islamic loan under Ijarah arrangement 15.2 1,728,320 1,846,160

Loan from commercial bank 15.6 475,000 233,844

2,203,320 2,080,004
Less: Unamortized deferred charges 15.1 (40,577) (46,072)

2,162,743 2,033,932

Presented in the balance sheet as follows:

2016 2015

Current portion shown under current liabilities:

Islamic loan under Ijarah arrangement 112,345 112,345

Loan from commercial bank 50,000 -

162,345 112,345

Non-current portion shown under  non-current liabilities:

Islamic loan under Ijarah arrangement 1,575,398 1,687,743

Loan from commercial bank 425,000 233,844

2,000,398 1,921,587
2,162,743 2,033,932

15.1 Unamortized deferred charges
 Movement in unamortized deferred charges is as follows:

2016 2015

Cost as at January 1 60,861 60,861

Accumulated amortization (20,284) (14,789)

Balance as at December 31 40,577 46,072

15.2 Islamic loan under Ijara arrangement
  During 2015, Al-Waha signed an Ijarah Facility Agreement 

with a syndication of commercial banks (the “lessor”) 
for the purpose of converting all the commercial loans 
specified in 15.3, 15.4 and 15.5 into an Islamic mode of 
financing amounting to SR 1,964 million through a sale 
and lease back of certain plant facilities.

15.3 Advance against Islamic facilities
  During 2006, Al Waha signed an Islamic Facility 

Agreement with a syndication of commercial banks for 
US dollars 276.6 million (SR 1.04 billion) through which 
the commercial banks participated in the construction 
of Al Waha’s production facilities on the basis of co-

ownership. On the completion of the construction of Al 
Waha’s production facilities, such assets were leased to 
Al Waha at an annual rental calculated at London Inter 
Bank Offered Rate (“LIBOR”) plus 1.95%. The advances 
are primarily denominated in US dollars. The aggregate 
maturities of these advances, based on their repayment 
schedules, are spread over the years from 2010 to 2021. 
Al-Waha also entered into interest rate swap contracts 
with commercial banks to manage the exposure to 
volatility in interest rates for a notional amount of US 
dollars 73.5 million - SR 275.4 million with no upfront 
premium. As noted in 15.2, this commercial loan has been 
replaced with an Ijara Facility Agreement. 
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15.4 PIF loan
  The loan agreement with Public Investment Fund (“PIF”) 

for an amount of USD 250 million (SR 937.9 million) 
was taken by Al-Waha to finance the construction of its 
plant facilities. This loan bore financial charges at LIBOR 
plus 0.5% and is repayable in twenty semi-annual equal 
instalments starting from May 2011. The loan was secured 
by mortgage on the property, plant and equipment of Al 
Waha. As noted in 15.2, this commercial loan has been 
replaced with an Ijara Facility Agreement.

15.5 SIDF loan
  Al Waha had signed a loan agreement with Saudi 

Industrial Development Fund (“SIDF”) loan for a loan of 
SR 400 million to finance the construction of its plant 
facilities. The loan bore no periodic financial charges. 
The loan was secured through a mortgage of property, 

plant and equipment, assignment of insurance proceeds, 
technology rights and corporate guarantees of the 
Company and minority shareholder of Al Waha. As noted 
in 15.2, this commercial loan has been replaced with an 
Ijara Facility Agreement.

15.6 Loan from a commercial bank
  During 2013, the Company signed a loan agreement of 

SR 500 million with a commercial bank to finance the 
employee housing scheme for the Company’s employees 
and its subsidiary - Al Waha and Company’s equity 
accounted investee - SAMAPCO). Company has drawn the 
entire facility as at December 31, 2016 (2015: SR 233.84 
million). The loan bears financial charges at Saudi Inter 
Bank Offered Rate (“SIBOR”) plus 2% and is repayable in 
twenty equal semi-annual instalments commencing after 
three years from the draw down date.

15.7  Maturity profile of long term borrowings

2016 2015

Years ended December 31:
2016 - 117,840

2017 167,840 141,224

2018 187,480 160,864

2019 207,120 180,504

2020 207,120 180,504

2021 207,120 180,504

Thereafter 1,226,640 1,118,564

t 2,203,320 2,080,004

16.  TRADE PAYABLES
Trade payables as at December 31, comprise of the following: 

Note 2016 2015

Trade payables 5,373 27,970

Related parties balance 27 4,167 3,041

Retention payable 2,462 439

Others 1,462 2,246

13,464 33,696
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17.  ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
Accrued expenses and other current liabilities as at December 31, comprise of the following: 

Note 2016 2015

Accrued purchases 124,287 110,533

Accrued expenses 63,191 53,600

Accrued financial charges 7,634 3,575

Current portion of deferred revenue 20 3,678 3,678

Advances from a related party 27 2,316 -

Advances from customers 1,428 8,753

Others 1,606 6,345

204,140 186,484

18.  EMPLOYEES’ END OF SERVICE BENEFITS
The movement in employees’ end of service benefits during the year ended December 31, is as follows:

2016 2015

Balance as at January 1 65,644 51,593

Charge for the year 18,979 17,689

Payments/transfers made during the year (6,753) (3,638)

Balance as at December 31 77,870            65,644

19.  DERIVATIVE FINANCIAL INSTRUMENTS
During the year, the Group has entered into interest swap 
contracts with commercial banks to manage the exposure of 
volatility in interest rates, for a notional amount of SR 932.5 
million with no upfront premium. At December 31, 2016, the 
Group and certain of its associates had outstanding interest 

rate swap agreements with commercial banks with negative 
fair values of SR 8.6 million (2015: SR Nil). The Group has 
recorded its share of the change in fair values amounting to 
SR 6.2 million (2015: Sr Nil) in the consolidated statement of 
changes in the shareholders’ equity.

20.  DEFERRED REVENUE
Deferred revenue represents the revenue earned by Al Waha for usage of shared facilities by SAMAPCO. It is being amortized 
on a straight line basis over the period ending 2033 as defined in the agreement. Deferred revenue as at December 31, comprise 
the following:

Note 2016 2015

Current portion shown under current liabilities 17 3,678 3,678

Non-current portion shown under  non-current liabilities 56,093 59,771

59,771 63,449
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21.  SHARE CAPITAL
As at December 2016, the share capital of the Company was 
SR 4,387,950,000 (2015: SR 4,387,950,000) divided into 
438,795,000 shares (2015: 438,795,000 shares) of SR 10 
each.

22.  STATUTORY RESERVE
In accordance with the Company’s Articles of Association, 
bylaws and the previous Saudi Arabian Regulations for 
Companies, the Company sets aside 10% of its net income 

each year as statutory reserve until such reserve equals to 
50% of the share capital. The new Saudi Arabian Regulations 
for Companies that came into effect on 25 Rajab 1437H 
(corresponding to May 2, 2016) requires companies to set 
aside 10% of its net income each year as statutory reserve 
until such reserve reaches 30% of the share capital. The 
Company is currently in the process of amending its Articles 
of Association and bylaws as described in note 2a. This 
reserve is currently not available for distribution to the 
shareholders of the Company”.

23.  SELLING AND DISTRIBUTION EXPENSES
Selling and distribution expenses for the year ended December 31, comprise of:

2016 2015

Freight charges 71,518 57,359

Packaging cost 8,987 6,725

Sales commission 7,849 8,188

Logistics cost 4,127 8,375

Others 7,216 4,631

99,697 85,278

24.  GENERAL AND ADMINISTRATIVE EXPENSES
General and administrative expenses for the year ended December 31, comprise of:

Note 2016 2015

Salaries, wages and benefits 128,895 118,886

Maintenance 10,620 4,605

Depreciation and amortization 10,221 9,770

Professional services 5,395 6,147

Computer-related 3,110 8,071

Rent 2,970 2,748

Others 13,226 13,726

174,437 163,953
Shared service expenses charged to SAMAPCO (a) (84,749) (63,932)

89,688 100,021

(a)  These expenses relate to shared function costs which were incurred by the Group and charged back to SAMAPCO on the 
basis of agreed percentage in the shared services agreement.
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25. OTHERS - NET
Others, net for the year ended December 31, comprise of:

2016 2015

Income from usage of shared facilities 5,238 20,914

Scrap sales 4,463 5,193

Proceeds from insurance claim - 43,753

Foreign exchange gain/(loss) 358 (12,180)

Others 333 (3,736)

10,392 53,944

26.  ZAKAT AND INCOME TAX
The Group is subject to Zakat and income tax in the Kingdom 
of Saudi Arabia in accordance with Saudi Arabian fiscal 

regulations. The Company and Al Waha file separate Zakat 
and income tax declarations on an unconsolidated basis. 

a) Summary of the items included in the Company’s Zakat base for the year ended December 31, is as follows:

2016 2015

Shareholders’ equity at beginning of year 5,499,166 5,831,160

Adjusted net income 28,120 167,299

Provisions at the beginning of year 47,870 51,593

Non-current assets, as adjusted (4,260,534) (5,291,256)

Zakat base 1,314,622 758,796

  Zakat is payable at 2.5 percent of higher of the approximate zakat base and adjusted net income attributable to the Saudi 
shareholder.

b) The movement in the Zakat and income tax provision is as follows: 

Zakat for the 
Company

Zakat for  
Al Waha

Income tax for  
Al Waha

Total

Balance as at December 31, 2014 30,372 10,407 535 41,314

Provisions:

- Current year 29,500 7,500 650 37,650

- Prior year - (754) 133 (621)

Payments during the year (30,468) (9,653) (668) (40,789)

Balance as at December 31, 2015 29,404 7,500 650 37,554

Provisions:

- Current year 35,500 10,000 8,758 54,258

- Prior year (129) 15 1,404 1,290

Payments during the year (29,275) (7,515) (2,054) (38,844)

Balance as at December 31, 2016 35,500 10,000 8,758 54,258
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c) Status of assessments:
  The Company has received the zakat assessments for 

the years through 2015 which have been agreed with 
the GAZT except for the additional zakat assessment for 
the year 2010 amounting to SR 7.4 million. The Company 
has filed an appeal against such assessment and believes 
that the amount is immaterial to the overall financial 

statements and no material liability will arise upon 
ultimate settlement of such appeal and, accordingly, 
no provision has been recorded in the accompanying 
consolidated financial statements.

  Al Waha has received zakat and income tax certificates 
from the GAZT for the years through 2015. No assessments 
were received by Al Waha from GAZT. 

27.  RELATED PARTY TRANSACTIONS AND BALANCES
The related parties consist of the shareholders, their subsidiaries, affiliates and the Company’s Board of Directors.

During the year ended December 31, 2016, the Group had the following significant transactions with its related parties:

Related party Relationship
Nature of 

transaction
2016 2015

Lyondell Basell Affiliate Sales 1,381,141 1,022,902

Financial charges 
on due to 
shareholder - 235

Saudi Ethylene &Polyethylene Company Affiliate Purchases 78,589 44,795

Sahara & Ma’aden Petrochemicals 
Company Affiliate

Costs and 
expenses 92,670 88,280

Other income from 
related party 5,238 20,914

Saudi Acrylic Acid Company Affiliate Interest income 2,930 2,306

The above transactions resulted in the following balances with related parties as at December 31:

a) Related parties included in trade receivable

2016 2015

Basell and its associates 296,251 213,525

296,251 213,525

b) Advances to related parties 

2016 2015

Saudi Acrylic Acid Company 11,313 8,382

Sahara & Ma’aden Petrochemicals Company - 5,197

11,313 13,579
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In assessing performance, the management reviews financial 
information on an integrated basis for the Company as a 
whole, substantially in the form of, and on the same basis as, 
the Company’s financial statements. Resources are allocated 
on a Company-wide basis according to need.

All sales originate in the Kingdom of Saudi Arabia. The 
following table shows sales made during the year to local 
and international customers.

 2016 2015

Saudi Arabia
Export 1,381,141 1,022,902

Local 439,073 401,470

Total 1,820,214 1,424,372

31.  OPERATING LEASES
The Group has various operating leases for the land, 
equipment and machinery, pipeline facility, computers and 
car rentals. The leases, except land, are for initial period for 
one year to three years with options to renew the leases after 
lease terms. Lease payments are either fixed or increasing 
annually to reflect market rentals. Rental expenses for the 
year ended December 31, 2016 amounted to SR 9.52 million 
(2015: SR 9.21 million).

At December 31, the Group’s obligations under non-
cancellable operating leases are payable as follow:

2016 2015

Within one year 4,221 4,231

Between one to five years 16,893 16,893

More than five years 62,751 66,972

83,865 88,096

c)  Related parties included in trade payables & accrued expenses 
and other current liabilities

2016 2015

Tasnee & Sahara Olefins 
Company 4,167 3,041

Sahara & Ma’aden 
Petrochemicals Company 2,316 -

6,483 3,041

28.  EARNINGS PER SHARE
Earnings per share for the year ended December 31, 2016 
and 2015 is calculated by dividing the operating income/
(loss) and net income/(loss) for the year by weighted average 
number of shares outstanding at the year end. Weighted 
average number of shares is 438,795,000 as at December 
2016 (2015: 438,795,000).

29.  DIVIDEND
The shareholders, in their meeting held on 5 June 2016, 
approved dividends amounting to SR 219 million (SR 0.50 
per share) which were paid in June 2016 (2015: SR 373 million 
- 0.85 per share declared in March 2015 and paid in April 
2015).

The Board of Directors has recommended a final cash dividend 
of SR 0.75 per share amounting to SR 329.1 million for the 
year ended 31 December 2016, subject to the Company’s 
shareholders’ approval in the next Annual General Meeting 
to be held during 2017.

30.  SEGMENT REPORTING
The Company is engaged in a single business activity of 
petrochemicals and it does not have multiple operating 
segments. The petrochemicals business consists of 
manufacturing of petrochemical products and their 
subsequent sales. Both of these functional activities take 
place (and are managed) in the Kingdom of Saudi Arabia in 
an integrated manner.
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32.  COMMITMENTS AND CONTINGENCIES
The Group has a contingent liability for bank guarantees 
under credit facility agreements with commercial banks 
issued in the normal course of the business amounting SR 
454 million as at December 31, 2016 (2015: SR 457 million). 

The capital expenditure contracted by the Group but not yet 
incurred till December 31, 2016 was approximately SR 149 
million (2015: SR 230 million).

33.  FINANCIAL INSTRUMENTS

Financial instruments carried on the balance sheet principally 
include cash and cash equivalents, trade receivables, certain 
other receivables, due from and to related parties, trade 
payables, certain other payables and short-term borrowings.

Credit risk
Credit risk is the risk that one party may fail to discharge an 
obligation and may cause the other party to incur a financial 
loss. The Group has no significant concentration of credit 
risks. Cash and cash equivalents are placed with national 
banks with sound credit ratings. Trade and other accounts 
receivable are mainly due from local customers and foreign 
related parties and are stated at their estimated realizable 
values.

Fair value and cash flow interest rate risk
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 Group’s financial position 
and cash flows. The Group’s interest rate risk arises mainly 
from short term bank deposits and long term loans, which 
are at floating rates of interest. All deposits and 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 Group are 
not significant. Management is also managing the interest 
rate risk by taking out interest rate swaps.

Liquidity risk

Liquidity risk is the risk that an enterprise will encounter 
difficulty in raising funds to meet commitments associated 
with financial instruments. Liquidity risk may result from the 
inability to sell 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 
Group’s future commitments.

Currency risk
Currency risk is the risk that the value of a financial instrument 
may fluctuate due to changes in foreign exchange rates. The 
Group’s transactions are principally in Saudi Riyal, Australian 
dollars, United States dollar and Euro. Other transactions in 
foreign currencies are not material. Currency risk is managed 
on regular basis.

Fair value
Fair value is the price that would be received to sell an 
asset or paid to transfer a liability in an orderly transaction 
between market participants at the measurement date. As 
these financial statements are prepared under the historical 
cost method, except for the revaluation of the available-for-
sale securities at fair value, differences may arise between 
the book values and the fair value estimates. Management 
believes that the fair values of the Group’s financial assets 
and liabilities are not materially different from their carrying 
values. Refer note 19.
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